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June 13, 1995

of Attorneys General (NAAG) Working Group on Lemon Resales, which noted that it is essential to
require disclosure and branding of ALL voluntary buy backs. Otherwise,

"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."

--National Association of Attorneys General Working Group on Lemon Resales

While manufacturers and dealers claim that a significant percentage of vehicles they
repurchase are "goodwill" buy backs, rather than truly defective vehicles, that is a smokescreen. CFA
agrees with the NAAG Working Group's conclusion that "If there are goodwill repurchases, the
numbers are not significant."

AB 1381 would also drastically weaken existing remedies for fraud and eliminate penalties
designed to deter fraudulent acts perpetrated upon elderly or disabled consumers.

Thirty-seven states have adopted lemon branding/disclosure statutes. Unlike other states'
statutes which require the brand to be conspicuously placed on the windshield, AB 1381 would allow

'manufacturers to obscure the brand on California lemons by placing it on the door jam. This could
work to the disadvantage of less -sophisticated used car buyers who fail to notice the "lemon" brand.

If AB 13 81 were enacted, it would serve as an open invitation for irresponsible auto
manufacturers to dump lemons in California. It could also undermine the enforcement authority of
the California Department of Motor Vehicles, which has a current action pending against Chrysler
and has requested records from a number of other manufacturers.

California's motorists deserve protection from the illegal practice of lemon laundering.
However, passage of AB 13 81 would weaken current law and reverse a trend for states to adopt
stronger statutes. Therefore, the Consumer Federation of America urges that you oppose AB 1381.

Sincerely,

ck Gillis
Director o ublic Affairs
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Toni -Diane Donnet

ATTORNEY AT LAW

June 14, 1995

Honorable Charles M. Calderon
Chairman of Senate
Judicial Committee
California State Senate
P.O. Box 942848
Sacramento, CA 94248

O

RE: AB 1381 and AB 1383

Honorable Charles M. Calderon:

I am an attorney practicing in San Diego, California for the past nine and one-half years
in the area of consumer litigation.

I am concerned with the import of the bills now to be voted upon and the diminished
effect theses bills have upon consumers. I ask for you to vote against them and invite
you to call my office to discuss my personal experience with the automobile and
dealerships who are requesting passage of these measures. 0

AB 1183
z

It is difficulty, at best, for consumers to "go against" a manufacturer and request a buy-
back after experiencing a prolonged period of dissatisfaction, inconvenience and
numerous repairs for defects in their automobile. To place a New Jersey style arbitration
in this state is to intimidate the already harmed consumer, who is living with the defective
car. A review of the New Jersey arbitration statistics will establish it failures and why it
should not be instituted into California's Song -Beverly Act. California's state -certified
programs are imminently more successful as they stand.

Further, the willful provisions of the Act are only implemented when the Act is ignored. sus,
What message are you sending by removing such a provision? The basis of the Act at aa
its inception was to protect consumers and equalize their rights. California's law, as
stated, does what it purports to do. The fact that a manufacturer is only susceptible to
double damages if the Act is ignored and consumer rights set aside is an Incentive to
follow the law, nothing else.

'`1(!'-uront Ctreer .400  ,San 'Diego, California 92101  TAX (619) 525-0007  (619) 525-1660
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Further, by implicating the Consumer Legal Remedies Act at Civil Code 1781 into the
Song -Beverly Act, you are creating future litigation for an overlap in burden's of proof.
The Song -Beverly Act's wilful provisions are not beyond a preponderance of the
evidence as required under the Consumer Legal Remedies Act, whose purpose is to
protect consumers from deceptive practices or fraud; while the Song -Beverly Act deals
with warranty litigation and requires a lesser burden of proof for a consumer to obtain
his or her rights.

If an arbitration program is to be implemented in this state, fashion it after a successful
model, like Washington State. The hearings are informal and consumer success is now
at sixty-four percent. Not a single decision has ever been overturned on appeal.

AB 1381

The proposed amendments under this bill are a disgrace! I have personally represented
four consumers this year in undisclosed buy -backs. It is a deceptive practice, a fraud
and a deceit by the dealers and manufacturers involved if the buy-back is not disclosed.

Do we fail to tell someone of an accident because it occurred over six months ago?
Doesn't the state of California believe that disclosure of known facts is germane to the

I sale of consumer goods in this state?

Are consumers who call and receive a buy-back as a result of negotiations going to have
exempt buy -backs under this act because there is no writing? Should a manufacturer
and/or a dealer have a lesser standard in this state than literally ever seller of consumer
goods or real estate?

If a buy-back occurs it must be disclosed. I am currently representing someone with a
falsified buy-back through General Motors. The truck's brakes failed and two people
were taken to the hospital. Rather than disclosing numerous defects which were
germane to the buy-back, General Motors and its dealership told my client a faulty air
conditioner was the basis of the buy-back. Why should such practices be protected?

Accountability is the basis for the disclosure requirements as they are presently written.
Keep them as they are and do not change the law!! If Song -Beverly was created to
protect consumer interests, then think of the consumers now....they need your
protection.
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I would be glad to speak to you any time regarding these matters and my experience
in consumer litigation with local dealerships and manufacturers.

Sincerely,

el,c.

TONI-DIANE ONNET
,,i
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CONSUMER ATTORNEYS OF 'CALIFORNIA
Representing consumers since 1962

Donald C. Green Wayne McCleon Nancy Drabble
Chief Legislative Advocate President Legislative Counsel
Bob Wilson Mary E. Alexander Nancy Peverini
Legislative Advocate President -Elect Associate Legislative Counsel
Frank Murphy Lea -Ann Trotten
Legislative Advocate Legal Analyst

June 20, 1995

Assemblymember Jackie Speier
State Capitol, Room 4140
Sacramento, CA 94249-0001

RE: AB 13 81 (Speier) OPPOSE UNLESS AMENDED

Dear Assemblymember Speier:

The Consumer Attorneys Of California has reviewed AB 1381, which is
scheduled to be heard before the Senate Judiciary Committee on June 27, 1995.
Unfortunately, we must oppose the bill unless it is substantively amended.

AB 1381 revises and recasts the Automotive Consumer Notification Act which
requires vehicle manufacturers to notify consumers by branding "lemon" vehicles.
CAOC agrees that consumers must be protected against dealers who repurchase
lemons and fail to notify consumers about the fact they are buying a lemon.
However, as currently written, the bill takes steps backwards in protecting those
consumers.

We must oppose AB 1381 unless the following amendments are made to the bill:

The branding requirements must be modified to ensure adequate consumer
awareness of lemons.

We urge amendments to two of the main provisions under the branding section
detailed in Section One. The first requires branding when:

"(1) The vehicle was reacquired after the buyer or lessee made a wham
request to the manufacturer to replace the vehicle or make a refund and
the written request was made after either (A) the vehicle was the subject
of four or more attempts by the manufacturer or its agents to repair the
same nonconformity within one year from delivery of the new vehicle to
the buyer or lessee of 12,000 miles on the odometer of the vehicle,
whichever occurred first, or (B) the vehicle was out of service by reason
of repair of non -conformities by the manufacturer or its agents for a

Legislative Department
95C ^ Street Suite 200 Sacramento, CA 95514-2721  (916) 442-6902  FAX (916) 442-7734
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cumulative total of more than 30 calendar days since delivery of the
vehicle to the buyer or lessee and within one year from delivery of the
new vehicle to the buyer or lessee or 12,000 miles on the odometer of the
vehicle, whichever occurred less. (Page 3, lines 31 -page 4, line 5 of the
June 14 version)

Specifically, we request (1) the deletion of the written request requirement and
(2) that the requirements set out in (A) and (B) be modified so that consumers
could more easily meet the burden. First, many consumers, especially the more
unsophisticated and less educated consumers, do not make written demands to
manufacturers. Most consumers are not sophisticated enough to know they can
not trust manufacturers and that they must get everything in writing.

Second, the requirements set out in (A) and (B) are too stringent; this is a major
step back from current law. Consumers have the right to know that their car is a
lemon buyback whether or not it meets those specific requirements. The
language was taken from existing law which gives consumers a presumption of a
lemon; however, CAOC members estimate only about 20% of consumers who
own lemons actually end up being able to assert the presumption. However, that
does not necessarily mean the vehicle is not a lemon. The rest of the vehicles are
still replaced or bought back as lemons.

For example, under current Civil Code Section 1793.2(d), if the manufacturer or
its representative does not service or repair the goods to conform to the
applicable express warranties after a reasonable number of attempts, the
manufacturer must replace or reimburse. This section, the heart of the lemon
buy back law, sets out other situations wherein the manufacturer must buy back
or replace; the presumption standards are different.

The second section which we oppose requires branding when a dealer knowingly
purchases for resale a vehicle that has been reacquired in order to resolve an
express warranty dispute. (Page 4, lines 28-35 of the June 14 version) This is a
step back from current law which requires that the dealer "knew or should have
known" before he or she is responsible for branding the vehicle.

We also would like to point out our concern with the six month provision found
on page 4, line 15, but we understand from your Chief of Staff that the provision
will be amended out.

We request an amendment stating that the chapter's remedies are
cumulative.

Although the bill contains language stating that the disclosure requirements are in
addition to other notice requirements, it is not clear that the remedies are
cumulative. We request the addition of language, identical to that found in Civil
Code Section 1790.4 which states:
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The remedies provided by this chapter are cumulative and shall not be
construed as restricting any remedy that is otherwise available.

This language clarifies that other remedies, such as those for fraud, are available.

The bill should include captive finance companies.

Our members have encountered problems of manufacturers arranging for their
captive finance arms (GMAC, Ford Credit, Chrysler Credit, etc.) to repurchase
lemon vehicles and avoid disclosure requirements. We recommend amendments
which makes it clear that finance companies owned or controlled by
manufacturers should be considered agents of the manufacturers.

Specifically, we request the addition of a new definition to Civil Code Section
1791 (v):

(v) "Captive finance company" means any corporation owned or
controlled by a manufacturer which is engaged in the business of
extending credit to buyers or lessees of motor vehicles.

Conforming changes should be made at page 3, line 17, subsection (c) and at
page 4, line 20, subsection (d) after "Any manufacturer" add "or captive fiance
company." Similarly, changes should be made at page 6, line 28, subsection
(c),after "manufacturer" add "captive finance company." The same should be
done wherever "manufacturer" appears on pp. 6-7 of the new Civil Code Section
1793.25.

If you or a member of your staff would like to discuss this issue further, please
feel free to contact me or one of our legislative representatives in Sacramento.

Sincerely,

(:)-11.24,4/N

Wayne McClean
President

cc: Senate Judiciary Committee
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k Consumer Action Southern California Office
116 New Montgomery Street, Suite 233 523 West Sixth Street, Suite 1105
San Francisco, CA 94105 Los Angeles, CA 90014
(415) 777-9648 (213) 624-4631

20 June 1995

Honorable Charles M. Calderon
Chairman, Senate Judiciary Committee
Room 4039, State Capitol
Sacramento, California 95814

RE: AB:1381 and AB 1383 iSgeierl

Dear Senator Calderon:

Consumer Action, a non-profit consumer education and advocacy
organization, strongly urges that you oppose AB 1381 and AB 1383, both of
which would severely weaken existing consumer protections under
California's Lemon Law.

Californians need a stronger lemon law, not a weaker one. Auto sales and
repair complaints consistently top the list of complaints California consumers
register with the Department of Consumer Affairs and on our Consumer
Action statewide consumer hotline. All too often, auto manufacturers and
dealers continue to evade responsibility for defective products. This causes
great hardship for vehicle owners, who rely upon their cars and trucks daily
in order to function in our auto -dependent society.

AB 1381, sponsored by the California Motor Car Dealers Association, would
create loopholes for the most seriously defective lemon vehicles. It would
permit manufacturers to deceptively portray lemons as "goodwill" buybacks.
It can only be assumed that the dealers would have us all believe that the
only reason people would have for returning a car was because they didn't
like the colour. This is suspect at best and disingenuous at its worst.
According to the National Association of Attorneys General, it is imperative
to include "voluntary" repurchases among vehicles that are branded as
lemons. Otherwise, "manufacturers would be able to avoid any 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."
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Board Members: Gene Coleman, Chair; Kay Pachtner, Vice Chair; Ken McEldowney, Sec./Treas.; Miguel Barragan
Chris Biorklund; Anni Chung; Sue Hestor; Grace Jacobs; Helen Nelson; Laurel Pallock.
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AB 1381 would also eliminate existing penalties for fraud when lemons are
resold without disclosure. Passage of AB 1381 would undermine the DMV's
enforcement authority, a particular concern since the agency has a case
pending against Chrysler.

AB 1383 would exempt auto manufacturers from the penalties courts may
award consumers under the Song -Beverly Consumer Warranty Act. This
would be a giant step backward. It would remove any clout consumers have
when manufacturers willfully fail to honor their warranty obligations. Even
with an arbitration program in place, civil penalties are necessary as a
deterrent to discourage egregious behaviour such as tampering with vehicles,
refusal to inspect a vehicle, or refusal to even attempt a repair. Ford demands
that consumers sign a waiver of their legal rights before they will agree to
repair a vehicle still under warranty; the dealer indicates that they are
instructed to do this by the manufacturers to avoid legal action. (See
enclosure) Manufacturers wishing to avoid a civil penalty simply have to
honor their warranty.

While the existing lemon law is far from perfect, it does provide consumers
far greater protection that they would receive under AB 1381 and AB 1383.

For the reasons stated above, we urge that you vote no, when these measures
come before you for a vote.

Thank you for your consideration.

Cher McIntyre
Associate Director of'A vocacy

cc: Members, Senate Judiciary Committee

Enclosure (1)

CLM/dt
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CENTER FOR AUTO SAFETY
2001 S STREET, NW SUITE 410 WASHINGTON, DC 20009-1160 202-328-7700

July 5, 1995

VIA FAX AND FIRST-CLASS MAIL

Gordon Hart
c/o The Honorable Charles M. Calderon
Chairman, Senate Judiciary Committee
Room 4039, State Capitol
Sacramento, CA 95814
Fax No. 916-327-8755

Dear Mr. Hart:

It has come to our attention that some amendments to AB 1381,
Assemblyperson Jacqueline Speier's lemon -labelling bill, have
recently been proposed. We would like to take this opportunity to
make our views on the changes known to you. Specifically, we have
comments on two aspects of the proposed amendments: (1) the
substitution of the phrase "factory buyback" for the term "lemon
buyback;" and (2) the new and narrower language defining the scope
of the labelling requirement. The following addresses each concern
in turn.

First, the designation "factory buyback" is euphemistic.
Moreover, manufacturers and dealers can use the new label to resell
lemons at higher prices to unwary consumers. The term does not
carry with it the import necessary to place the consumer on guard
to the defect in the vehicle. The proposed language will make used
lemons more acceptable to used car buyers, and thus works at cross
purposes with the legislation. The reason labelling is necessary
is to warn consumers that the vehicle is unsafe and unreliable.
The phrase "lemon buyback" does precisely that. It denotes that
the vehicle suffers from at least one problem which the
manufacturer has been unable to cure. "Factory buyback," on the
other hand, is so opaque as to be meaningless to a buyer. The
proposed substitution would thus serve to defeat the statutory
purpose.

Second, the new language proposed for S 1(c) of the bill,
while less cumbersome than the current wording, exempts from the
purview of the labelling requirement most of the very worst lemon
vehicles. The new S 1(c) limits the requirement to those vehicles
that were "required to be replaced or accepted for restitution due
to the manufacturer's inability to conform the vehicle to
applicable warranties . . . ." As we read this passage, it appears
that only vehicles repurchased pursuant to an arbitration decree or
court order would fall under this section. The proposed amendment
misses the worst lemons, cars the manufacturer buys back because
the vehicle is so clearly defective that the manufacturer does not
want to waste the time and expense of disputing the consumer's
right to compensation. As we have pointed out earlier, the current

2369



Gordon Hart
7/5/95
Page 2

AB 1381 is too narrow in scope. The limitation contained in the
amendment, however, would strip the bill of even the modest
protections it affords consumers as it now reads. We cannot
overstate the dangers of further backsliding in this regard.

In light of the foregoing, we strongly urge you to consider in
your analysis the extent to which the proposed amendments to AB
1381 would disserve the interests of the citizens of California.
To illustrate just how big is the consumer protection gap between
AB 1381 and similar laws in other states, witness Ohio's lemon
resale statute. Not only does Ohio demand title branding, but it
also absolutely bars the resale of vehicles within the state
repurchased by the manufacturer as "safety lemons," those
cars with one unsuccessful repair of a defect relating to the basic
safety of the vehicle.

If you have any questions in this matter, please do not
hesitate to contact either Clarence Ditlow, our Executive Director,
or me at 202-328-7700. We look forward to hearing from you.

Since ely,

Robert A. graham
Staff Attorney
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Yaw Orrice
LAWRENCE J. HUTCHENS

July 5, 1995

CHARLES M. CALDERON, CHAIR
Senate Judiciary Committee
State Capitol, Room 4039
Sacramento, California 95814

9556 FLOWER STREET
SUITE tit

BELLFLOWER. CALIFORNIA 90706-5708
(310) 804-0600

FAX (310) 804-0603

RE: Lemon Law Amendments (SB 1381 and 1383 to be heard on July 11,
1995)

Dear Mr. Calderon,

I understand that you will be voting on these amendments soon.
I believe that the civil penalty provision of the Song -Beverly Act
is the encouragement that the automobile manufacturers need in
order to take seriously their obligations. As you may know this
penalty can be up to two times the amount of the consumers damages
which include the out-of-pocket expenses. I think that Detroit
would like to see an end to this encouragement so it can be
business as usual as it was in the 70's.

I think this will not help consumers but it will allow the car
manufacturers to ignore consumers who have problems with lemon
cars.

Very tru sours,

Lawrence J. Hutchens

P.S. I have included a copy of a recent case which shows what
the car manufacturers are sometimes like when they deal with new
car buyers.

4 2371
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COMMERCIAL LAW

Leased Dewwszstrator With Full Manufadurer's
New -Car Warranty alifies as New

Motor

Cite as 95 Daily Journal D.A.R. 6751

LISA A. JENSEN,
Plaintiff and Appellant,

v.
BMW OF NORTH AMERICA, INC.,

Defendant and Appellant.

No. C018430
(Super. Ct No. S-2256)

California Court of Appeal
Third Appellate District

(Placer)
Filed May 26, 1995

APPEAL from a judgment of the Superior
Court of Placer County. J. Richard Couzens,
Judge. Affirmed in part and reversed and
remanded with directions in part.

Kemnitzer, Dickinson, Anderson & Barron,
and Mark F. Anderson, for Plaintiff and Appellant

Taylor & Hodges, and Berta Peterson -Smith,
as Amici Curiae on behalf of Plaintiff and Appel-
lant.

Lewis, D'Amato, Brisbois & Bisgaard, and
Claudia J. Robinson and Henry D. Nanjo, for
Defendant and Appellant.

Robert W. Beck and Kristine J. Exton, as
Amici Curiae on behalf of Defendant and
Appellant.

Lisa Jensen sued BMW of North America,
Inc., for willful violation of the Song -Beverly
Consumer Warranty Act (Civ. Code, § 1790 et
seq.)'/ and the Magnuson -Moss Warranty Act (15
U.S.C. § 2301 et seq.). She alleged the low mileage
1988 BMW she leased in 1989 was subject to the
manufacturer's new car warranty, but BMW
refused to replace the vehicle or refund her
money when it could not repair defects in the
braking system.

The jury returned a verdict in favor of Jensen
and awarded her $29,351 in damages. It also
imposed a $58,702 civil penalty against BMW.
The court denied BMW's motions for judgment
notwithstanding the verdict and for new. trial.
Plaintiff and defendant appeal.

The principal issue in BMW's appeal is
whether Jensen's vehicle is a "new motor vehicle"
within the meaning of section 1793.22,
subdivision (e)(2). BMW also argues the court
committed instructional error and supplied the
jury with a defective special verdict form, Jensen's
attorney committed misconduct by referring to
the "Lemon Law" in examination and argument,
the civil penalty authorized in section 1794,

subdivision (c), is subject to a one-year limitations
period, and there is insufficient evidence to
support the verdict and civil penalty.

In her appeal, Jensen contends section 1794,
subdivision (d), authorizes an award of expert
witness fees in addition to costs. We agree and
remand the case for further proceedings related
to that award. We affirm the judgment in all other
respects.

FACTUAL BACKGROUND

In response to a newspaper ad for BMW
demonstrators, Jensen leased a 1988 BMW 528e
from Stevens Creek BMW Motorsport in Santa
Clara in January 1989. The odometer read 7,565
miles at the time of the lease. The salesman told
Jensen the car had been used as a demonstrator
for the dealership. He also said she would get the
36,000 -mile warranty on top of the miles already r --

on the car, and gave, her the warranty booklet (7)

The dealer wrote "factory demo" on the credit (75

application.
Unknown to Jensen, Stevens Creek BMW a)

obtained the car at the Atlanta Auto Auction the 8
month before. It had been owned by the BMW ES
Leasing Corporation and registered in New
Jersey.

The brake problem surfaced a few weeks after wU
took delivery of the car. She was traveling 5

between 55 and 60 miles per hour on a Bay Area Et
 freeway when the car in front of her braked Luji

suddenly. Jensen hit her brakes, and the steering !-
wheel began to shake. She felt like "the tires were Z
going to fall off the car."

Jensen took the car to Stevens Creek BMW Z
for repair on March 20, 1989. The dealership was w
unable to locate the problem and made no
repairs.

The brake shimmy recurred after Jensen uj
moved to Auburn later in the spring of 1989. She
took the car to Roseville BMW for brake repairs on w
five occasions between July 1989 and January -I
1991. During that period, the dealership replaced-brake system rotors, brake pads, and other brake :Vs
parts. The brake shimmy disappeared after each:las
repair, but showed up intermittently after a few a::
thousand miles. At trial, Chris Hearty, the service
manager for Roseville BMW, acknowledged he
was unable to solve the brake problem.

Jensen stopped driving the car in August
1991. She told Rolf Hanggi, BMW's district service
manager, she wanted her money back or a
different car. Jensen met with BMW rep-
resentatives at Roseville BMW in October,
November, and December 1991 to discuss the
various options. Roseville BMW loaned Jensen a
model 325i on a temporary basis.

At S.he third and final meeting in December
1991, Jensen presented a letter requesting refund
of her original down payment, lease payments
and other fees, or replacement of the car with
credit for the original down payment and lease
payments. She preferred a refund, but Hearty
and Hanggi refused to discuss that option.
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Instead, BMW promised to get Jensen
another car under a trade assistance program.
However, BMW's Iproposed $2,000 contribution to
trade assistance did not cover the payoff on
Jensen's 528e. Jensen doubted she could qualify
for the same lease due to recent changes in her
financial condition. Hanggi assured Jensen her
credit -worthiness was not an issue. Two days
later Hanggi said she failed to qualify for a lease
on a 325i. He offered to change the brake pads
and discs again, and replace all four tires on the
528e. Jensen refused BMW's offer. Roseville BMW
picked up the loaner, and Jensen returned her
car to storage. She filed suit against BMW in April
1992.

At trial, BMW introduced evidence the brake
shimmy was caused by Jensen's abusive driving
style and her failure to maintain the vehicle. How-
ever, no one told Jensen there was a problem with
her driving style or maintenance practices when
she took her car to Roseville BMW for repair.
Jensen produced a BMW technical service
bulletin, dated October 1990, which alerted
dealers about brake problems like those found in
her car.

DISCUSSION

1

The SongBeverly C.onsurner Warranty Act
The Song -Beverly Consumer Warranty Act

(the Act) represents the Legislature's response to
the increasing exploitation of express warranties
in product advertising. (See Comments, Toward
an End to Consumer &ustration - Making the
Song -Beverly Consumer Warrcrnty Act Work (1974)
14 Santa Clara L.Rev. 575, 580.) If a
manufacturer elects to provide an express
warranty for consumer goods such as motor
vehicles, the Act protects buyers in a number of
ways.

The warranty must set forth its terms in
"readily understood language, which shall clearly
identify the party making such express warran-
ties, . . ." (§ 1793.1, subd. (a)(1).) The
manufacturer is required to maintain service and
repair facilities in California. (§ 1793.2, subd. (a).)
Moreover, 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 shall
either promptly replace the new motor vehicle . . .

or promptly make restitution to the buyer . . . ."
(§ 1793.2, subd. (d)(2).)

A buyer of consumer goods who is damaged
by the manufacturer's failure to comply with the
Act may bring an action to recover damages. If
the buyer proves the violation was willful, "the
judgment may include, in addition to (damages], a
civil penalty which shall not exceed two times the
amount of actual damages? (g 1794, subd. (4)

II

BMW's Appeal

A. Jensen's BMW Was a 'New Motor
Vehicle."

Section 1793.22, subdivision (e)(2), defines a
"new motor vehicle as "a new motor vehicle which
is used or bought for use primarily for personal,
family, or household purposes. New motor
vehicle' includes the chassis, chassis cab, and that
portion of a motor home devoted to its propulsion,
but does not include any portion designed, used,
or maintained primarily for human habitation, a
dealer -owned vehicle and a 'demonstrator' or other
motor vehicle sold with a manufacturer's new cart_
warranty but does not include a motorcycle or
motor vehicle which is not registered under theT
Vehicle Code because it is to be operated or used
exclusively off the highways. A 'demonstrator' is SP
vehicle assigned by a dealer for the purpose o6
demonstrating qualities and characteristics
common to vehicles of the same or similar model
and type." (Emphasis added.)

At issue in BMWs appeal is the coureSU
pretrial ruling Jensen's car came "within a nev
car definition and (was] entitled to new car protect
lions of the Song -Beverly Act." Both parties and
the amici assert the language of the statute
clear; they disagree on its meaning.

BMW maintains section 1793.22, subdivision
(e)(2) clearly describes five categories of "nevE
motor vehicles" to include the chassis, chassiaj
cab, the portion of a motor home devoted tat,
propulsion, a dealer -owned vehicle, and
demonstrator. It contends the phrase or other.'
motor vehicle sold with a manufacturer's new cat
warranty" clarifies the word "demonstrator' and iE
not intended as a separate category.
BMW says the Legislature "could not ha,N.,
intended for the language to mean the equivaleZ:st
of 'every motor vehicle sold with . . . any rs 01:
mainder of the manufacturer's new car warrant 87e
as such an interpretation would be detrimental
the interests of consumers." (Emphasis in
original.)

Jensen argues the plain language of the
statute sets forth six categories of new motor
vehicles." She says the Legislature intended the
phrase 'other motor vehicle sold with a
manufacturer's new car warranty" as a 'separate
category of vehicle with no history of use by a
manufacturer's employee, as a daily rental car or
as a demonstrator."

The key to statutory interpretation is applying
the seemingly plastic rules of construction in
proper sequence. (Halbert's Lumber, Inc. v. Lucky
Stores, Inc. (1992) 6 Ca1.App.4th 1233, 1238.)
First, we must examine the actual language of the
statute, giving the words their ordinary, everyday
meaning. (Ibid.) If the words are reasonably free
from ambiguity and uncertainty, the language
controls. (Id. at p. 1239; Wingfield v. Fielder2373
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(1972) 29 Ca1.App.3d 209, 219.) If the meaning of
the words is not clear, we must take the second
step and refer to the legislative history. (Halbert's
Lumber, Inc. v. Lucky Stores, Inc., supra, at p.
1239.) 'The final step -- and one which we believe
should only be taken when the first two steps
have failed to reveal clear meaning -- is to apply
reason, practicality, and common sense to the
language at hand. If possible, the words should
be
interpreted to make them workable and
reasonable [citations], in accord with common
sense and justice, and to avoid an absurd result
[citations]." (Id at pp. 1239-1240.)

We conclude the words of section 1793.22 are
reasonably free from ambiguity and cars sold with
a balance remaining on the manufacturer's new
motor vehicle warranty are included within its
definition of "new motor vehicle." The use of the
word or in the statute indicates "demonstrator"
and "other motor vehicle are intended as
alternative or separate categories of "new motor
vehicle" if they are 'sold with a manufacturer's
new car warranty." (White v. Caprtty of Sacrrunerrta
(1982) 31 Ca1.3d 676, 680.) Ho'v'zever, because the
peculiar grammatical structure of this section
makes BMWs argument at least superficially
plausible, we also consider the legislative history.

Having reviewed the amendrhents to former
section 1793.2, documents relating to those
legislative proceedings, and the statutory scheme
as a whole, we conclude the plain meaning and
the legislative intent are one and the same.

The 1982 amendment to former section
1793.2 was popularly known as 'The Lemon
Law." Specifically designed to deal with defective
cars, the amendment applied the "repair and
replace" provisions of Song -Beverly to "new motor
vehicles" bought for personal rather than
commercial use. (Stats. 1982, ch. 388, § 1, p.
1720.)

In 1987, .the Legislature clarified the scope of
former section 1793.2, subdivision (e)(4)(B), by
expressly including within the definition of New
motor vehicle'" a "dealer -owned vehicle and a
'demonstrator' or other motor vehicle sold with a
manufacturer's new car warranty except a
motorcycle, a motor home, or an unlicensed off -
road vehicle. 2/ The 1987 amendment defines a
demonstrator as "a vehicle assigned by a dealer
for the purpose of demonstrating qualities and
characteristics common to vehicles of the same or
similar model and type." 3/ The 1987
amendments also clarified the manufacturer's
responsibility on resale of vehicles returned under
the Act, i.e., "lemons,' requiring the manufacturer
to disclose the nature of the nonconformity,
correct the nonconformity, and "warrants to the
new buyer or lessee in writing for a period of one
year that the motor vehicle is free of that

-nonconformity." (Stats. 1987, ch. 1280, § 2, pp.
4561-4562.)

In 1988, the Legislature added the chassis,
chassis cab, . . . that portion of a motorhome
devoted to its propulsion, . . . " to the list of new

motor vehicles covered by the provisions of the
Lemon Law. (Stats. 1988, ch. 697, § 1, p. 2319.)
Effective January 1, 1993, the definition was
moved without change to section 1793.22,
subdivision (e)(2). (Stats. 1992, ch. 1232, § 7.)

In 1991, the Legislature closed another
loophole by expanding the scope of California law
to cover vehicles returned under other states'
Lemon Laws: "No person shall sell, either at
wholesale or retail, lease, or transfer a motor
vehicle transferred by a buyer or lessee to a
manufacturer pursuant to paragraph (2) of
subdivision (d) or a 56rd/or statute of any other
state, unless the nature of the nonconformity . . .

is clearly and conspicuously disclosed to the
prospective buyer, lessee, or transferee, the
nonconformity is corrected, and the manufacturer
warrants to the new buyer, lessee or transferee in
writing for a period of one year that the motor
vehicle is free of that nonconformity." (Stats.
1991, ch. 689, § 10, emphasis added.)

These amendments show the Legislature has
systematically attempted to address warranty
problems unique to motor vehicles, including °'
transferability and mobility. As this case co
demonstrates, there is a national wholesale
market for previously owned cars, including those a
under manufacturers' warranty. co

In support of its reading of section 1793.22,
subdivision (e)(2), BMW quotes from the 1987
Department of Consumer Affairs, Enrolled Bill w
Report: This bill includes within the protection of 0
the lemon law dealer -owned vehicles and >
'demonstrator' vehicles sold with a w
manufacturer's new car warranty." (See Dept. (1)
Consumer Affairs, Enrolled Bill Rep. on Assem.12
Bill No. 2057 (Sept. 25, 1987) p. 5.)

Without citing authority in support of the 12
proposition, BMW also contends the absence of-
legislative history means the Legislature did not
intend to enact so sweeping an expansion in theme
warranty protection available under the Act. 1t
says "tilt is inconceivable that the manufacturersu)
would have supported or remained neutral on the°
[1987] bill if the definition of 'new motor vehicle
had been expanded in the manner found by the
lower court here." 4/

We reject this contention. It is difficult enou"ss
to derive legislative intent from statement a:so
actually made in documents associated with tt
legislative process. As the court observed in 
Halbert's Lumber, "[The language of the statute]
has been lobbied for, lobbied against, studied,
proposed, drafted, restudied, redrafted, voted on
in committee, amended, reamended, analyzed,
reanalyzed, voted on by two houses of the
Legislature, sent to a conference committee, and,
after perhaps more lobbying, debate and analysis,
finally signed 'into law' by the Governor. The same
care and scrutiny does not befall the committee
reports, caucus analyses, authors' statements,
legislative counsel digests and other documents
which make up a statutes legislative history.'"
(6 Cal.App.4th at p. 1238.) Given the nature of
the process, we conclude no inference of
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legislative intent may be drawn from the lack of
legislative history on this particular statutory pro-
vision.

Next, BMW argues the trial courts
interpretation of the Acts definition of a "new mo-
tor vehicle" creates an "untenable conflict" with
the general definitions of new and used vehicles
found in Vehicle Code sections 430 and 665,5/ a
result to be avoided in statutory construction.
Whether a specific statute supplants a general
statute is a question of legislative intent. Absent
an express declaration, the legislative intent is
evidenced by whether the two statutes deal with
the same subject matter. (People v. Hopkins
(1978) 78 Cal.App.3d 316, 319; see, e.g., Gilbert
v. Municipal Court (1977) 73 Cal.App.3d 723, 726-
727 [different legislative intent found where one
statute addressed illicit drug use and the other
addressed dangerous driving].)

The Vehicle Code definitions of new and used
vehicles apply to the entire code, including
regulation of vehicle sales, registration, and
operation. (Veh. Code, § 1001 The Act deals with
significantly different subject -matter -- consumer
protection through enforcement of express
warranties. Accordingly, we find no inherent
conflict given the different subject matter and
statutory purposes.

BMW also - argues the trial courts
construction of the section 1793.22 definition of
"new motor vehicles" to include used cars
conflicts with the definition of "consumer goods"
found in section 1791, subdivision (a). 5/ The
definition of "consumer goods" as "new products"
dates back to 1971. (Stats. 1971, ch. 1523, § 2,
p. 3001.) The Legislature added the more specific
definition of "new motor vehicle" to former section
1793.2 in 1987. (Stats. 1987, ch. 1280, § 2, p.
4561.) Under well -recognized rules of statutory
construction, the more specific definition found in
the current section 1793.22 governs the more
general definition found in section 1791. (Niabiral
Resources Defense Council, Inc. v. Arcata Nal.
Corp. (1976) 59 Cal.App.3d 959, 965.)

Our conclusion section 1793.22 includes cars
sold with a balance remaining on the new motor
vehicle warranty is consistent with the Acts
purpose as a remedial measure. (Koran v.
Mercedes-Benz of North America, fru. (1994) 23
Cal.App.4th 174, 184.) It is also consistent with
the Department of Consumer Affairs's regulations
which interpret the Act to protect "any individual
to whom the vehicle is transferred during the
duration of a written warranty." (Cal. Code Begs.,
tit. 16, § 3396.1, subd. (g).)

Addressing the final step in statutory
construction which applies reason, practicality,
and common sense to the language in question
(Halbert's Lumber, Inc. v. Lucky Stores, Inc., supra,
6 Cal.App.4th at p. 1239), BMW argues the Leg-
islature could not have intended to grant
protection to every used car with a balance
remaining on the new car warranty because of the
economic impact on consumers. Specifically BMW

maintains "[t]he subsequent owner would have
the benefit of all of Song -Beverly's generous
presumptions, without having undertaken =the
same risks as the purchaser of a really new car.
Further, while the subsequent purchaser
(perhaps third or fourth in the line of owners) will
receive the benefit of these presumptions, the
manufacturer will find it tremendously more
difficult to raise defenses under Song -Beverly --
such as the defense that the owner used the
vehicle unreasonably -- because it will be harder
to trace multiple owners and determine their use
or abuse of the vehicle." BMW contends the
increased costs will result in higher car prices or
the shortening of warranties to the statutory
minimum. It argues "ItIhese alternatives would
inevitably result in a manifest decline in trade
and commerce in this state, creating great incon-
venience for consumers. It is impossible that the
le-gislature intended this highly intractable result."
7

We acknowledge manufacturers such ash -
BMW incur costs in honoring express warrantieso)
to service and repair the cars they sell in this
state. We also presume the decision to offer To)
warranty of a specified length involves weighin:k,
the benefit of increased sales against the cost o
providing service and repair for the effective,
duration of the warranty. It may be the equation
factors in the impact of resale during thew
warranty period. However, as noted by BMW0
manufacturers are free to change the terms of
express warranties they offer. The Act merel
reflects the Legislature's intent to make carn
manufacturers live up to their express warrantiesi-
whatever the duration of coverage.

B. Jensen Had a Cause of Action AgainsE
BMW.

Turning from the definition of "new moto
vehicle," BMW argues Jensen had no cause oft
action against BMW because, pursuant to sectioi
1795.5, an express warranty made by the deale6
on a used vehicle does not impose liability on
manufacturer. It argues there was no privity
between BMW and Jensen even if the car we's..440.viewed as a new vehicle under the Act. BMsss
maintains it made no representations to Jens Ea%
that she was covered by the remainder of the ni
car warranty. Jensen knew she was buying a 
used car "in spite of the fact that sales personnel
of the leasing dealer apparently represented to
[her] that the unexpired portion of the
manufacturer's original limited warranty would be
applicable to the vehicle." We reject this argument
for several reasons.

First, the Act applies to new motor vehicle
manufacturers who make express warranties.
(§§ 1791.2 and 1793.2.) There is no privity
requirement.

Second, to the extent BMW's argument
challenges the jury's implied factual finding that
Jensen's vehicle was covered by BMW's express
written warranty, we conclude the record
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supports that finding. The leasing dealer told
Jensen she would receive the 36,000 -mile
warranty on top of the miles that were on the car.
The salesman gave her a copy of BMWs warranty.
Moreover, the word "WARRANTY' appeared
prominently on Roseville BMWs repair orders.
According to Hearty, the service manager, the
dealership typically noted occasions when repairs
were made for purposes of good will. No such
notation appeared on the repair orders relating to
Jensen's brakes. The jury apparently rejected
testimony BMW provided Jensen warranty repair
as a gesture of good will.

C. There Was No Instructional Error.
BMW argues the court erred in failing to read

a portion of the civil penalty instruction and in
rejecting proposed instructions on the burden of
proof and warranty rights of lessees of used cars.

The court orally gave the jury a lengthy
instruction on civil penalty which listed factors
the jury could consider in determining whether
BMWs decision "not to replace the vehicle or
refund the purchase price war based upon a good
faith and reasonable belief that the facts imposing
such an obligation to replace or refund were not
present in this case." The court inadvertently
omitted one of the factors contained in the written
instruction which read: "Whether BMW of North
America reasonably believed that the vehicle
conformed to the applicable express warranty and
that there were no unresolved problems with the
vehicle." When the omission was called to the
court's attention, it directed the jury to go over
page 45 of the written instructions (which had
been provided to the jury), the second page of the
civil penalty instruction.

We conclude BMW suffered no prejudice from
the court's omission. Alerted to its possible
mistake, the court immediately directed the jury
to a specific page in the written instructions. We
presume the jury followed the court's instruction
to review the civil penalty instruction carefully.
(See People v. Harris (1994) 9 Ca1.4th 407, 426.)

The court rejected an instruction proposed by
BMW concerning the warranty rights of lessees of
used vehicles leased from a dealer with the
balance of a manufacturer's new car warranty.
BMW argues the instruction "would have correctly
informed the jury that a manufacturer cannot be
held liable under Song -Beverly unless it is first
established that (the consumer] had leased a new
motor vehicle.' (Emphasis in original.) Inasmuch
as the court ruled in limine that Jensen's car was
"entitled to new car protections of the Song -
Beverly Act," we conclude the court properly
refused the proffered instruction.

BMW also contends the court erred in
rejecting an instruction on the burden of proof of
breach of express warranty. BMW cites a
proposed instruction on breach of implied war-
ranty, but we find no proposed instruction on the
burden of proof of express warranty among the
instructions offered and refused by the court. At
trial BMW stipulated that all the instructions were

satisfactory, with two exceptions. BMWs
objections related to issues presented in jury in-
structions rejected by the court We concl;:de
BMWs stipulation applied to the instruction on
express warranty because BMW did not propose a
separate instruction on that issue.

D. References to the wIxolon Law" Did Not
Constitute Misconduct

Before trial, the court granted BMWs motion
to exclude reference to the term "Lemon Law" or
"lemon' in describing the litigation or Jensen's
vehicle. However, Jensen used the term "Lemon
Law" in response to a question on direct
examination. Her attorney used the term on three
occasions during cross-examination. He also
referred to "Lemon Law" 11 times in closing
argument. The record includes no reference to
Jensen's car being a "lemon." BMW did not object
to the use of the term "Lemon Law" by Jensen or
her attorney.

BMW unsuccessfully raised the issue of
attorney misconduct in its motion for new trialP
The court did not find the references to "Lemonk6
Law" an abuse of its in hinine order and decidec*
the alleged misconduct was insufficient to&
warrant a new trial. We conclude there was ncpo
error in this ruling because BMW failed to object-'
to the use of the term at trial. (Grimshaw v. Ford
Motor Co. (1981) 119 Cal.App.3d 757, 798.)

Misconduct of counsel in argument may not)
be raised on appeal absent a timely objection an
request for admonition during trial unless th
misconduct was too serious to be cured0
(Grimshaw v. Ford Motor Co., supra, 11
Ca1.App.3d at p. 797; 7 Witkin, Cal. Procedure
(3d ed. 1985) Trial, §§ 207 and 209, pp. 209 anc
211.) We decline BMWs invitation to excuse its -
failure to object.

First, although the court granted BMWs i
limine motion regarding use of the term "Lemon
Law" during trial, the Act is commonly referred tff)
as the "Lemon Law." (See, e.g., Ibrahim v. Ford)
.Motor Co. (1989) 214 Cal.App.3d 878, 882.) WE
are unpersuaded by the suggestion the term is
llammatory and prejudicial when usmObs
interchangeably with the name of the Act. 16% s

alSecond, we reject BMWs assertion it V7011SRe
have been futile to object to the use of the term 1_ 18:
Jensen's attorney because the "proverbial bell
had been rung.' On this record there is no reason
tp, conclude a timely objection and admonition
would have been ineffective to cure whatever
harm occurred, and, more importantly, to prevent
further reference to what BMW considered an in-
flammatory term.

Z. The Special Verdict Form Was Not
Defective.

"In all cases the court may direct the jury to
find a special verdict in writing, upon all, or any
of the issues, . ." (Code Civ. Proc., § 625.) 'The
special verdict must present the conclusions of
fact as established by the evidence, and not the
evidence to prove them; and those conclusions of
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fact must be so presented as that nothing shall
remain to the court but to draw from them
conclusions of law.' (Code Civ. Proc., § 624.)

In this case, the court gave the jury a special
verdict form which asked three questions:

"1. What is the total amount, if any, of actual
damage suffered by plaintiff, less any amount
directly attributable either to use by plaintiff prior
to the discovery of the nonconformity or use by
plaintiff after the date of her effective revocation of
acceptance of the vehicle?

2. Do you find that defendant BMW of North
America, Inc., willfully failed to meet its
obligations under the Song -Beverly Warranty Act?
Yes N o

'3. If answer to question No. 2 is 'yes,' what
amount do you award as a civil penalty (limited to
a maximum of two times the amount specified in
answer No. 1):

BMW challenged the special verdict form in
its motion for new trial on the ground it failed to
submit for jury resolution the primary issue of
BMW's liability under the Act BMW argued the
special verdict should have included the question,
'Did defendant violate the Song -Beverly Warranty
Act?" Counsel for BMW 'submitted a declaration
stating he believed the court determined that the
verdict form would begin with that question. He
also stated the court clerk typed the final version
of the special verdict form and neither counsel
was given an opportunity to review it before it was
submitted to the jury.

The court rejected BMWs challenge on
grounds the parties approved the special verdict
form and the form was not prejudicially defective.
We conclude the court did not err in denying
BMW's motion.

Without considering the effect of the
stipulation, BMW waived any objection to the
special verdict form by failing to object before the
court discharged the jury. (Woodcock v. Fontana
Scaffolding & Equip. Co. (1968) 69 Ca1.2d 452,
456, fn. 2.) BMW's counsel acknowledged he
learned of the alleged defect in the special verdict
form for the first time when the verdict was read.
His declaration does not explain the reason he did
not object at that stage in the proceedings -- when
the court could have corrected any defect in the
form and sent the jury back to complete its
deliberations.

In any event, the omission of a specific
question on whether BMW violated the Act is not
fatal to the validity of the verdict. The case went to
trial. on the first, second, and fifth causes of action
involving violation of the Song -Beverly Consumer
Warranty Act and its federal counterpart The
court instructed the jury it could award various
items of damage "till under the courts
instructions, lit found] the plaintiff (was) entitled
to a verdict against the defendant, . . ." In this
context, the words "if any" in the first question of
the special verdict form plainly indicate the jury
was free to find no damage if it found BMW did

not violate the Act. A finding of $29,351 in
damages presupposes BMWs failure to comply
with its statutory obligations. Moreover, the re-
sponse 'yes' to the second question indicates the
jury concluded BMW not only violated the Act,
but violated it willfully. The special verdict would
have been ambiguous on the question of BMWs
simple violation of the Act if the jury, had
responded "no' to the second question.

P. The Mil Penalty Is Not Vine -Barred
BMW argues the civil penalty under section

1794, subdivision (c), a/ is barred by Code of Civil
Procedure section 340, subdivision (1), which
establishes a one-year limitations period for laIn
action upon a statute for a penalty or forfeiture,
when the action is given to an individual, or to an
individual and the state, except when the statute
imposing it prescribes a different limitation' An
action for damages under the Act is governed by
the four-year limitations period for breach of
warranty in sales contracts set forth in Commer-
cial Code section 2725. (Krieger v. /tick
Alexander Imports, Inc. (1991) 234 CaLApp.3d
205, 211.)

BMW challenges the limitations period for the
civil penalty provisions of the Act for the first time
on appeal, claiming the issue is a question of law
involving uncontradicted facts. Ordinarily, an
appellate court will not consider procedural
defects or erroneous rulings in connection with
affirmative defenses 'where an objection could
have been, but was not, presented to the lower
court by some appropriate method." (9 Witkin,
Cal. Procedure, Appeal, supra, § 311, p. 321.) As
BMW notes, there is an exception to the general
rule "where the theory presented for the first time
on appeal involves only a legal question
determinable from facts which not only are un-
controverted in the record, but which could not
be altered by the presentation of additional
evidence' (Redevelopment Agency v. City of
Berkeley (1978) 80 Ca1.App.3d 158, 167.) Ap-
plication of the general rule is a matter left to the
appellate courts discretion. (ibid.)

Here, there are conflicting inferences itiss
regarding the date the action accrued under the tas
Act. BMW claims Jensen discovered the breach of :is:
express warranty in mid -1990 when she wrote is
BMW about the recurring brake problem. Jensen
argues her right to a civil penalty accrued in
December 1991 when BMW refused to provide
reimbursement or replacement We exercise our
discretion to address the limitations question
because under either factual scenario, the civil
penalty would be available under the four-year
limitations period found in Commercial Code sec-
tion 2725 and barred by the one-year limitations
period of Code of Civil Procedure section 340,
subdivision (1).

We conclude the discretionary civil penalty
under section 1794, subdivision (c), is governed
by the four-year limitations period of Commercial
Code section 2725. Code of Civil Procedure
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6 Ca1.App.4th at p. 1238), it is clear the
Legislature intended the word "expenses" to cover
items not included in the detailed statutory
definition of "costs' However, because the scope
of the term "expenses" is uncertain, we turn to
legislative history for clues about the Legislatures
intent (Ibid.)

The Legislature ridded the "costs and
expenses" language: to section 1794 in 1978.
(Stats. 1978, ch. 991, § 10, p. 3065.) An analysis
by the Assembly Committee on 'Labor,
Employment, and Consumer Affairs states:
"Indigent consumers are often discouraged from
seeking legal redress due to court costs. The
addition of awards of 'costs and expenses' by the
court to the consumer to cover such out-of-pocket
expenses as filing fees, expert witness fees,
marshall's fees, etc., should open the litigation
process to everyone' (Assem. Com. on Labor,
Employment & Consumer Affairs, Anal. of Assem.
Bill No. 3374 (May 24, 1978) p. 2.)

In Ripley v. Pappadopoulos (1994) 23
Cal.App.4th 1616, we stated that the "Legislature
has reserved to itself the power to determine
selectively the types of actions ana circumstances
in which expert witness fees should be recov-
erable as costs and such fees may not otherwise
be recovered in a cost award." (Id at p. 1625.) In
this case, the Legislature amended section 1794
to provide 'for the recovery of "costs and
expenses." The legislative history indicates the
Legislature exercised its power to permit the
recovery of expert witness fees by prevailing
buyers under the Act and within the meaning of
Ripley.

The trial court denied Jensen's request for
expert witness fees  based on the legal
determination those fees were barred by Code of
Civil Procedure section 1033.5. For this reason,
we remand the case to permit the court to
determine whether the amount of fees sought by
Jensen were "reasonably incurred by the buyer in
connection with the commencement and
prosecution of [this] action." (§ 1794, subd. (d).)

DISPOSITION

The portion of the judgment denying Jensen's
request for expert witness fees is reversed and
remanded with directions to determine whether
those fees were reasonably incurred. The
judgment is affirmed in all other respects. Jensen
shall recover costs and attorney fees on appeal.

BROWN, J.

We concur:
SIMS, Acting P.J.
SCOTLAND, J.

Footnotes:
1. All statutory references are to the Civil Code

unless otherwise specified.

2. Defective used cars are addressed by a separate
section of the Act. (( 1795.5.)

3. BMW notes the court in Ibrahim v. ,Fttrd Motor
Co. (1989) 214 Ca1.App.3d 878, 885, footnote 6, read the
1987 amendment as adding "dealer -owned 'demonstrator'
vehicles and certain portions of motorhomes."

4. There is another equally plausible explanation
far the Legislature's silence. If the Legislature and auto
industry already assumed the Act applied to all vehicles
sold with unexpired manufacturers' warranties
regardless of whether there had been a transfer of
ownership, the amended language would not involve a
significant change in the scope of the statute.

5. Former Vehicle Code section 430, cited by
BMW, defined "new vehicle" as "a vehicle constructed
entirely from new parts that has never been sold and
operated, or registered with the department; or registered
with the appropriate agency of authority, or sold and
operated upon the highways of any other state, District
of Columbia, territory or possession of the Untied States,
or foreign state, province, or country. . . ." The
Legislature amended section 430 in 1994 to read: "A

'new vehicle' is a vehicle constructed entirely from new
parts that has never been the subject of a retail sale, or
registered with the department, or registered with the
appropriate agency or authority of any other state,
District of Columbia, territory or possession of the United
States, or foreign state, province, or country."

Vehicle Code section 665 defines "used vehicle" as "a
vehicle that has been sold, or has been registered with
the department, or has been sold and operated upon the
highways, or has been registered with the appropriate
agency of authority, of any other state, District of
Columbia, territory or possession of the United States or
foreign -state, province or country, or unregistered
vehicles regularly used or operated as demonstrators in
the sales work of a dealer or unregistered vehicles
regularly used or operated by a manufacturer in the sales
or distribution work of such manufacturer. . . ."

6. Under that provision, "consumer goods" means
'any new product or part thereof that is used, bought, or
leased for use primarily for personal, family, or
household purposes, except for clothing and
consumables. 'Consumer goods' shall include new and
used assistive devices sold at retail."

7. Amici in support of BMW cite Lemon Laws in
Connecticut, New York, and Wyoming which apply new
vehicle protections to previously owned vehicles.
Connecticut law covers "any person to whom (a) motor
vehicle is transferred during the duration of an express
warranty applicable to such motor vehicle." (Conn. Gen.
Stat-, § 42-179, subd. (a)(1).) New York recently amended
its consumer warranty statutes to provide a right of
action against the manufacturer where the motor vehicle
was "subject to a manufacturers express warranty at the
time of original delivery and either fi) was purchased,
leased or transferred in this state within either the first
eighteen thousand miles of operation or two years from
the date of original delivery, whichever is earlier, or (ii) is
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registered in this state." (N.Y. Oen. Bus. Law, § 198-a.)
Wyoming's definition of a 'consumer includes any
person Igo whom a motor vehicle is transferred during
the term of an airiness warranty applicable to the motor
vehicle." (Wyo. Stat, voL 9, § 40-17-101.) However,
neither BMW nor its amid provide examples of
consequences adverse to the manufacturers in states
such as these where consumer warranty law provides
coverage for previously owned vehicles still subject to the
original manufacturer's warranty.

8. Section 1794, subdivision (c), provides: If the
buyer establishes that the failure to comply was willful,
the judgment may include, in addition to the amounts
recovered under subdivision (a), a civil penalty which
shall not exceed two times the amount of actual
damages. This subdivision shall not apply in any class
action under Section 382 of the Code of Civil nom:lure
or under Seetkm 1781, or with respect to a claim based
solely on a breach of an implied warranty."

9. Commercial Code section 2725 reads in part
"(1) An action for breach of any contract for sale must be
commenced within four years after the cause of action

has accrued.... (2) A cause of action actrrues when
the breach occurs, regardleas of the aggrieved partys
lack of knowledge of the breach. A breach of warranty
occurs when tender of delivery is made, except that
where a warranty explicitly extends to perdue
performance of the goods and discovery of the breach
must await the time of such performance the cause of
action accrues when the breach is or should have been
discovered."

10. Section 1790.3 reads: 'The provisions of this
chapter shall not affect the rights and obligations of
parties determined by reference to the Commercial Code
except that, where the provisions of the Commercial Code
conflict with the rights guaranteed to buyers of consumer
goods under the provisions of this chapter, the provisions
of this chapter shall prevail."

11. See pages 30-31, ante.

12. We grant Jensen's request that we take judidal
notice of the court's order awarding fees, costs, and r-
pmjudgment interest filed on May 23, 1994. (Enid. Code, 4:7)
§ 452, subd. (d).)

00
co

"Knowledge is of two kinds.
We know a subject ourselves,

orwe know where we can
find information upon it."

Samuel Johnson
1707 - 1784

Los Angeles Daily Journal San Francisco Daily Journal
213-229-5300 415-252-0500
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KEENE & ASSOCIATES
MEMORANDUM

Date: 7/6/95

To: Gordon Hart, Senate Judiciary Committee

From: Scott Keene

Re: AB 1381 iSpeier)

On behalf of my client, Toyota Motor Sales, USA, we wish to express our concern about
three matters resulting from the July 3rd amendments to this measure.

1. Clarity -- In terms of the obligation to: retitle a buyback vehicle, request for DMV to
brand the title, and affix a decal to such vehicles, it is only fair that manufacturers should
be well-advised of their obligations. In the past, this area of the law has caused a great
deal of confusion for manufacturers and consumers alike. Presumably, establishing
some "bright line" criteria was the original purpose of this legislation. As the bill passed
the Assembly, it contained four bright line situations that trigger the measure's operative
provisions. Unfortunately, the July 3rd amendments struck the language containing the
bright line criteria (Page 3 lines 27-39 and page 4, line 1-16). These bright line criteria
was instead replaced with the paragraph (c) (page 4) which simply invites more
uncertainty and potential litigation. Toyota urges the committee to integrate the bright
line criteria into paragraph (c).

2. What If DMV Fails To Act? Under paragraph (c) a manufacturer must "request"
DMV to brand the ownership certificate. In CA and other states with infamous
"sophistocated" computer systems, the DMV is often notoriously slow in acting on a
manufacturer's request. Must the manufacturer hold the car for several months until
DMV gets through its backlog of paperwork and processing? Can the bill be amended
to proceed with a transfer if DMV has not acted within a reasonable period of time?

3. Vicarious Liability For 3rd Party Tampering With Decals - Section 6 of the bill
requires the manufacturer to affix a decal with the notation that the vehicle is a "factory
buyback." However, once the vehicle is transferred, manufacturers have no control
over the removal of these decals in the chain of commerce. Even though it is unlawful
for any person to remove the decal, how can manufacturer's protect themselves from
liability if the decal is in fact tampered with? There are no penalties associated with
removing the decal. There notice itself does not state that it is unlawful to remove the
decal.

We hope that these views are helpful to you as your prepare your analysis of this
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measure, and to the committee in their deliberations. If we can be of any further
assistance relative to this measure please do not hesitate to let me know.

cc: Richard Steffen
Peter Welch

2381



CALIFORNIA
MOTOR CAR DEALERS
ASSOCIATION
GOVERNMENT AFFAIRS OFFICE
915 L Street, Suite 1480, Sacramento, CA 95814
916/441-2599  FAX 916/441-5612

July 7, 1995

The Honorable Charles Calderon
Chairman, Senate Judiciary Committee
Room 4039
The State Capitol
Sacramento, CA 95814

Re: A.B. 1381 (Speier) Factory Buyback Disclosures
Position: SUPPORT/SPONSOR
Hearing: Tues. July 11, 1995, Senate Judiciary Comm.

Dear Chuck:

The California Motor Car Dealers Association (CMCDA) is a statewide trade
association that represents the interests 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.

Under current law, if a manufacturer or dealer sells a vehicle that is "known or
should be known to have been required by law" to be replaced or repurchased under
provisions of the "lemon" law or other warranty laws, a disclosure of that fact must be
made to the buyer; and, if the vehicle is ultimately retitled in the name of the buyer, the
ownership certificate is supposed to be inscribed with the notation "WARNTY RET".
However, current law contains no disclosure requirements for vehicles that are bought
back by a manufacturer as a "goodwill" gesture. Recent enforcement actions brought by
DMV against manufacturers and dealers and a hearing held last year by the Assembly
Consumer Protection, Governmental Efficiency & Economic Development Committee
highlighted the fact that compliance with current law is both technically and substantively
difficult.

A.B. 1381 revises, reforms, and expands the current Automotive Consumer
Notification Act in the following manner:

Headquarters  420 Culver Boulevard, Playa del Rey, California 90293  213/306-6232  FAX 213/301-8396
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The Honorable Charles Calderon
July 7, 1995
Page 2

It greatly expands existing law by providing that any manufacturer who repurchases a
"lemon" vehicle, or assists a dealer or lienholder to buyback such a vehicle must:

1. Cause the vehicle to be retitled in the manufacturer's name (this will insure that
the manufacturer's name appears in the ownership title chain and will insure that the
title has already been branded prior to the vehicle being reintroduced into the stream of
commerce);

2. Cause DMV to brand the vehicle's title with the inscription "factory buyback"
(many consumers have complained that the current inscription "WARNTY RET" is
meaningless); and,

3. Affix a decal, prescribed by DMV, to the vehicle's doorframe which will
indicate that the vehicle's title has been branded (because ownership certificates are
not always present at the time of sale of a used vehicle, the doorframe decal will act as
an additional consumer notice).

It requires any manufacturer who repurchases, or assists a dealer or lienholder to
repurchase a motor vehicle in order to resolve an express warranty dispute between
the buyer and the manufacturer (regardless of whether the vehicle was required to be
repurchased under the "lemon" law) to give a new, detailed statutory notice to the
subsequent transferee.

w

It requires any dealer who acquires for resale a motor vehicle with knowledge that the
vehicle was repurchased by the manufacturer in order to resolve an express warranty
dispute (regardless of whether the vehicle technically qualifies as a "lemon") to give
the new, detailed statutory notice. This is a broad expansion of existing law which
only requires a dealer to give a warranty buyback disclosure in circumstances where
the vehicle was "required by law" to be repurchased.

w

It repeals an ambiguous and unfair provision in current law that requires a dealer to
brand the title to a vehicle when the vehicle "should be known [to the dealer] to have
been required by law to be replaced or . . . accepted for restitution." It is the
manufacturer, not the dealer, who is required by law to repurchase a vehicle when the
manufacturer is unable to conform it to express warranties after a reasonable number
of repair attempts. Moreover, when a manufacturer repurchases a vehicle from a
complaining consumer, it is the manufacturer, not the dealer, who makes the
determination whether the vehicle was "required by law" to be repurchased or simply
repurchased as a "goodwill" gesture. A dealer should only be held liable for a failure
to disclose the buyback status of a vehicle when the dealer has actual knowledge of the
vehicle's status. Otherwise, a dealer could be held liable in situations where a
manufacturer decides that a vehicle was repurchased as a "goodwill" gesture, but a
court later determines that the vehicle was "required by law" to be repurchased and
the manufacturer's decision not to brand the vehicle's title was therefore erroneous.
AB 1381 holds a dealer strictly liable for his or her failure to disclose what he actually
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The Honorable Charles Calderon
July 7, 1995
Page 3

knows about a vehicle's buyback status -- and does not require a dealer to second
guess the manufacturer's decision whether to brand the title. However, the bill
contains language [see Sec. 1, proposed Civil Code §1793.23 (f)1 which specifically
provides that the dealer disclosure requirements of A.B. 1381 are in addition to all
other dealer disclosure requirements and would not relieve a dealer from his or her
duty to comply with any other disclosure laws. For example, A.B. 1381 would not
permit a dealer to suppress material facts which could mislead or deceive a consumer
if not communicated.

It requires a manufacturer to provide proof of title branding in order to obtain a tax
refund from the Board of Equalization for a "lemon" buyback.

Finally, it contains a provision that the bill only applies to vehicles reacquired by a
manufacturer on or after the effective date of the bill.

Predicated upon the foregoing, we urge your "Aye" vote on A.B. 1381 when it is
heard before the Senate Judiciary Committee on Tuesday, July 11, 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 Senate Judiciary Committee

cordon Hart, Consultant to the Senate Judiciary Committee
Ralph Simoni, California Advocates, Inc.
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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

July 7, 1995

Honorable Charles M. Calderon
Chairman, Senate Judiciary Committee
California State Senate
P.O. Box 942848
Sacramento, CA 94248-0001

RE: AB 1381 (Speier), as amended July 3: OPPOSE UNLESS AMENDED

Dear Senator Calderon:

Motor Voters is a non-profit auto safety and consumer advocacy organization
working in partnership with other -national organizations to curb illegal auto "lemon
laundering" of defective vehicles.

Motor Voters urges you to oppose AB 1381, unless amended to address the
following:

It would allow manufacturers to brand vehicles with the term "factory buyback."
This terminology would not be so critical, since consumers seldom see the title
before purchase, except that it is repeated in the written notice form.

Under existing law, prospective buyers should receive a notice stating that "THIS
MOTOR VEHICLE HAS BEEN RETURNED TO THE DEALER OR
MANUFACTURER DUE'TO A DEFECT IN THE VEHICLE PURSUANT TO
CONSUMER WARRANTY LAWS." (§ 1795.8 [c].) But under AB 1381, they
would instead receive a notice that the vehicle 120een branded a "factory buyback"
and that the "nonconformilr" has been corrected: This is a huge step backwards. The
term "factory buyback" is confusing at best. At its worst, it is fraudulently misleading.
A "factory buyback" could mean a vehicle was repurchased merely because the
original owner failed to make payments, or because it had been a rental.

2385



Motor Voters
AB 1381, Page two

The legal term "nonconformity" is also confusing, and carries far less import than
"defect."

The notice provided under AB 1381 would give buyers a false sense of security when
a vehicle is truly defective. Even the most dangerously defective vehicle, with bad
brakes or faulty steering, would be deceptively characterized as merely a "factory
buyback."

 AB 1381 would allow manufacturers and dealers to avoid providing any written
disclosure, no matter how defective the vehicle, when the manufacturer has agreed
to buy it back. The bill requires a written notice for prospective buyers only when
a vehicle is bought back "In order to resolve an express warranty dispute." This new
language would limit the existing law, which requires a separate, written notice
whenever a vehicle is bought back under any warranty law. Manufacturers have
taken the position that a "dispute" does not exist until a court order has been issued.
Anything short of that is a "voluntary agreement." Since the worst lemons are usually
bought back prior to a court order, this loophole would allow dangerously defective
lemons to be resold without any written disclosure.

 Under AB 1381, California could become an unwitting accomplice to lemon
laundering, with manufacturers shipping vehicles from other states, where titles are
branded "defective vehicle buyback," to California, where they could be retitled with
the relatively innocuous "factory buyback." Then they could then be resold in our
state or shipped to other states.

Because any state with a weaker lemon branding/disclosure statute in effect invites
auto manufacturers to dump lemons in its borders, Motor Voters urges that California
adopt language atleast as strong as that recommended in the National Association of
Attorneys General (NAAG) model bill. Some states --Ohio, North Carolina, Iowa, and
Pennsylvania --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.

Respectfully yours,

Rosemary ShahanShahan
President
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Publisher of Consumer Reports

The Honorable Charles Calderon
California State Senate
P.O. Box 942848
Sacramento, CA 94248-0001

July 7, 1995

Re: AB 1381 (Speier), as amended July 3: OPPOSE, UNLESS AMENDED
Hearing: July 11, Senate Judiciary Committee

Dear Senator Calderon:

Consumers Union, the nonprofit publisher of Consumer Reports magazine, urges

you to oppose AB 1381, unless the bill is amended as described below. This bill, while
well -intended, would in fact weaken existing law providing notice to consumers
regarding purchases of automobiles with serious safety defects.

The bill sets forth the conditions upon which automobile manufacturers must (1)
"brand" the title certificate of a repurchased motor vehicle because of a serious defect and
(2) provide a separate, written notice to the subsequent buyer of a repurchased vehicle.
Our concerns with the bill are as follows:

1, Narrow sca,c2e of title larartriing" Lequirement,

Civil Code Section 1795.8 currently requires title branding of vehicles repurchased by
manufacturers from consumers if the vehicle "is known or should be known to have
been required by law to be replaced or required by law to be accepted for restitution"
(emphasis added) due to the inability of the manufacturer to meet its warranty
obligations under Civil Code Section 1793.2 (or any other state law).

AB 1381, however, eliminates the "known or should be known" standard in current
law. This change would apparently only require title branding of vehicles
repurchased after arbitration or court proceedings, which is too narrow a universe.
Deletion of this language would provide a loophole for manufacturers who could
claim that absent an arbitration decision or court order, they would never "know" that
a vehicle should be repurchased. Thus, vehicles repurchased prior to such formal
proceedings would never have their titles branded --a perverse result since the worst
lemon vehicles are repurchased prior to any formal proceeding. Six other states have
recognized this fact by simply requiring title branding of all vehicles repurchased by a
manufacturer.

Suggested amendment: Clear and unambiguous language requiring title branding for
all repurchased vehicles, as done in 6 other states: Connecticut, Indiana, Iowa, New
York, Ohio and Utah,

1'7?..! I7A g (41F:J.; 4:31.6747
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The Honorable Charles Calderon
July 7, 1995
Page 2

Lar.L.Q.W scope g2f notice requirement.

AB 1381 would require notice to subsequent buyers only if "an express warranty
dispute" (emphasis added) existed and resulted in a repurchase of the vehicle. Again,
this language would exempt the worst lemons --those repurchased prior to the
initiation of formal proceedings. 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. Furthermore, the notice requirement should
also cover breach of implied, not simply express warranties, as provided for in current
law for title branding (Civ. Code § 1795.8).

Suggested amendment: Clear and unambiguous language requiring notice for all
repurchased vehicles, as done in 11 other states: Connecticut, Florida, Georgia,
Indiana, Iowa, Kansas, Minnesota, New York, North Carolina, Oregon, and Utah, This
suggested amendment would also take care of the express vs. implied warranty issue,
by making it moot.

3. "Factor 1/u back" gives insufficient infarmatian t consumets.

Existing law has a clear, simple notice statement to consumers: "This motor vehicle
has been returned to the dealer or manufacturer due to a defect in the vehicle
pursuant to consumer warranty laws" (Civ. Code § 1795.8). This statement is used in
both the title documents and the separate written notice to consumers. Earlier versions
of the bill required the term "lemon buyback" to be used in the title documents, which
also gives consumers clear notice of the defective nature of the automobile. (The
National Association of Attorneys General's (NAAG) Model Bill on this issue uses the
term "defective vehicle," which we believe is also more informative to consumers.)

The bill now, however, uses the term "factory buyback", a nice euphemism that
conceals the true defective nature of the vehicle. This euphemism is especially
dangerous because other states use stronger terms in their title branding statutes. Thus,
auto companies will have a perverse incentive to ship lemons from other states to
California in order to have them re -branded as innocuous -sounding "factory
buybacks" rather than as "defective vehicles."

Suggested amendment: Use the term "lemon buyback" or "defective vehicle" or retain
existing law statement in Civil Code Section 1795.8.

4. Confusing language in notice requirement

AB 1381 further weakens existing law by substituting a confusing and inconsistent
disclosure statement for the clear language in Civil Code Section 1795.8. The bill
calls for title branding because of a manufacturer's "inability to conform the vehicle to
applicable warranties." However, the written notice to subsequent buyers has a box
stating that title has been "permanently branded" and that the "nonconformity
experienced by the original owner .. . has been corrected." This is unclear and
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The Honorable Charles Calderon
July 7, 1995
Page 3

confusing to consumers because if the vehicle was branded, it would mean the
manufacturer was unable to correct the nonconformity --yet the notice would state that
the nonconformity "had been corrected."

Suggested amendment: Keep existing law disclosure statement, but retain the bill's
concept of listing the actual nonconformities and repairs attempted. Or, adopt the
NAAG Model Bill disclosure language: "This is a used vehicle. It was previously
returned to the manufacturer or authorized dealer in exchange for a replacement
vehicle or a refund because it was alleged or found to have the following
nonconformities:"

We believe our suggested amendments are necessary to ensure that consumers
continue to be protected from the recycling of defective autos.

Ver truly yours,

Earl Lui
Staff Attorney

cc: Assemblymember Speier
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Legislative Advocates

1201 K Street. Suite 850
Sacramento. CA 95814
TEL: (916) 444-6034
FAx: (916) 441-6559

July 11, 1995

The Honorable Jackie Speier
Member of the Assembly
State Capitol, Room 4140
Sacramento, CA 95814

Dear Assemblymember Speier:

I am writing on behalf of our client, the Association of
International Automobile Manufacturers ("AIAM"), a trade
association representing manufacturers, importers and
distributors of automobiles made in the United States and abroad,
to express our concern with AB 1381 as amended July 3, 1995.

As you know, AIAM has previously supported this legislation,
as we thought it provided a good balance between the increasing
consumer vehicle history disclosure requirements placed on
manufacturers and providing manufacturers clear definitions and
guidance as to when vehicles fall under the mandate of AB 1381.
However, the most recent amendments retain the former while
deleting the latter. We believe the deletion of the clear
guidance standards as to when a title must be branded and notice
given to consumers will only continue to create confusion and
foment litigation.

Additionally, we are concerned that requiring manufacturers
to title trade assist vehicles in their name before reselling the
repurchased vehicle will cause disruption in current business
practices without providing any attendant benefit to consumers.
Trade assist vehicles are not factory buyback vehicles within the
definition of the California Lemon Law.

We believe that the upshot of the July 3 amendments and the
trade assist vehicles titling requirement will have the
unintended consequence of reducing "goodwill" actions by
manufacturers. Cautious manufacturers will buy back only those
vehicles they are required to under the law and will brand every
repurchased vehicle, creating a substantial disincentive to buy
vehicles back under a goodwill policy.

Finally, we believe the so-called decal requirement is
impractical. It is our opinion that it will be impossible to
ensure that a decal placed on the vehicle will remain on the
vehicle. While manufacturers are interested in ensuring full

El El El El El El II
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subsequent purchasers. For this reason we believe AB 1381 should
be amended to protect manufacturers from liability for removal of
the decal, once the first repurchaser has attested to its being
on the car when purchased.

For these reasons we are unable to support AB 1381 when in
is heard in the Senate Judiciary Committee on July 12, 1995.
While we are not actively opposing this bill at this time, we do
reserve the right to do so at a future date. Thank you for your
understanding of our position and substantial efforts on this
issue this session.

Sincerely,

Timothy J. Howe
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ALoTOR VOTERS
1300 Welt El Camino Avenue, Suite 419  Sacramento, CA 95833.1945  Tel: 916-920.5464  Fax: 016920-5465

FAX TRANSMISSION

DATE: 15
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Dear Gordon:

To follow:
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1. A preliminary analysis of the new amendments to AB 1381.

2. Motor Voters' language to define a "buyback," with an
exemption for legitimate "customer satisfaction" programs.
Language closely tracks Attorneys General bill and Indiana's
law.

3. Letter from the American Automobile Manufacturers
Association to DMV

On the question whether auto manufacturers buy back lemons
when consumers have not even made a request --a recent example:

Today I received a call from Chris Haggard (510-847-1901).
After the dealer made 4 or 5 repair attempts for brake rotors that
warp and cause the entire vehicle to vibrate rather dramatically,
the manufacturer contacted him and offered to buy the vehicle back.
Chris Haggard had not made a buyback request.

Q: Should consumer witnesses expect time to testify on the
18th?

.
 0:

Q: Is AB 1383 on calendar?
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Memo to: AB 1381 Working Group
Re: Preliminary Analysis of Auto -Industry's 7/12/95 II amendments
to AB 1361
Please Note: Your Further Comments Are Needed ASAP
From: Rosemary Shahan, Motor Voters

There is progress on AB 1381 regarding the definition of
dealer. The existing language regarding a "defect" in the vehicle
has also been returned to the disclosure notice. However,
Amendments 1, 2, and 3 would allow manufacturers and dealers to
evade branding and written disclosure under the Automotive Consumer
Notification Act on virtually 100% of lemon vehicles by:

Amendment 1

s Adding a new requirement that a vehicle is not branded
unless it was required by law to be replaced or accepted for
restitution "due to the failure of the alamlagtarax to
conform" the vehicle to applicable warranties.

Even if various dealus had made 20 failed repair attempts, if
the manufaotura had not attempted to repair the nonconformity
and failed, it would not be subject to branding.

This would have the perverse effect of encouraging
manufacturers to evade branding a lemon by simply not
attempting a repair. It puts the control over which vehicles
are branded squarely in the manufacturers' hands. They can
buy back seriously defective vehicles when they have not even
attempted a repair, then resell them at a profit in the used
vehicle market without having to brand their titles.

.G1 1=61..111,4 A.GILW &widu1a.ao q.a140.....A.u.auA..z: vs. Law...

Lu 1.110 ncia/LXLUy cor-vAllo ooaxor ow isomazoovaarcr- bo ova-sc.:Fr= tug..
vehicle to warranies." Tnis inzimausr-aumierm, zcna ayes not.

require a "failure," but rather an "inability," which is vague
but broader than failure. When a vehicle has a faulty
component and all available replacement parts have the same
defect, a dealer or manufacturer may be "unable" to conform a
vehicle even when the manufacturer has not "failed" to do so.
Those vehicles would be branded under existing law, but not
under AB 1381.

Amendment _y.

s Adding a new requirement that disclosure is not provided to
subsequent purchasers unless the "vehicle was reacquired by
the vehicle's manufacturer in reennee_12 A magmatapytht
Xast retail owner gx lessaan that the vehicle be replaced or
accepted for restitution.

This provision invites manufacturers to evade disclosure
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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. Lemon
owners are not in a position to resist signing such a
se.or Aissiaftim, Lftes ishoy war woriorolly slompowaelsa too lsovc
their vehicles bought back. They also may not understand the
implications. Even if they do, it does not harm them
directly, so they may give in to pressure.

elmendunt.1

. Providing dealers a convenient "out" for failing to provide
the disclosure notice, by creating a new requirement that the
dealer "knows or should have known that the vehicle was
reacquired by the vehicle's manufacturer in 1229.2na2 t2
request by hut Letail owner ar lesepg that it be replaced
or accepted for restitution..." This would require the dealer
to have knowledge of the communication between the
manufacturer and the lemon owner. Dealers are seldom privy to
such communications. This would allow dealers to evade the
notice requirement simply by maintaining they thought the
vehicle was bought back as a "customer satisfaction" gesture,
and they had no knowledge of a reauest. They cannot be
expected to know the nature of the communication between the
manufacturer and the lemon owner, particularly if the
manufacturer sends the dealer a copy of a written document,
signed by the lemon owner, agreeing that the lemon was bought
back due to the manufacturer's of fm.

. Creating a two -tiered system on the disclosure form, one for
"voluntary buybacks" that are not branded (potentially
virtually all vehicles) and another for vehicles that are
branded.

Even though a vehicle may have been subject to 20 failed brake
repair attempts by several different dealers, it would not be
branded a "factory buyback." (See above.) Therefore, the box
that would be checked is: "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:"

The implication would be that since the second box was not
checked, stating "THIS VEHICLE WAS REPURCHASED BY THE
VEHICLE'S 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 'FACTORY BUYBACK,'" that
therefore the vehicle was not defective.

This would be quite deceptive and misleading.
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MOTOR VOTERS' PROPOSED AMENDMENT TO AB 1381

This amendment would close the "lemon loopholes" while allowing
for legitimate customer satisfaction buybacks, such\las Saturn's 30 -

day satisfaction guarantee. It is identical to the National
Association of Attorneys General Working Group on Lemon
Resales Model Bill language, with the exception of the "customer
satisfaction buyback" exemption.

As used in this chapter, a "buyback vehicle" means a

motor vehicle that has been replaced, reacquired, or

repurchased by a manufacturer, or a finance or lender

subsidiary of a manufacturer, or a nonresident

manufacturer's agent or an authorized dealer, either under

Civil Code Section 1793 or a similar statute of another

state or by judgment, decree, arbitration award,

settlement agreement or voluntary agreement In California

or another state, but does not include a motor vehicle that

was repurchased pursuant to a guaranteed repurchase or

satisfaction program advertised by the manufacturer and

was not alleged or found to have a nonconformity that

substantially impaired the use, value, or safety of the new

motor vehicle to the buyer or lessee.
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Genetat Motors

February 23, 1995

YIA.E6LCSMILE

Mr. Frank Zolin, Director
California Department of Motor Vehicles
2415 First Avenue
Sacramento, CA 95818

Dear Mr. Zolin:

Members of our Association have been advised by your legal department that the
Department of Motor Vehicles (DMV) has decided to notify owners of approximately
10,000 vehicles throughout the State of California that their vehicles were repurchased by
the manufacturers pursuant to the Consumer Warranty Law (Lemon Law) and that the
titles should have been branded. The notice will advise these owners that their titles must
be submitted to the DMV fnr branding. We believe this action is unwarranted and will
cause significant hardship to the owners of these vehicles as 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
of the reason for repurchase and any repairs that have been made. In many cases, the
manufacturer repurchased the vehicle for reasons other than the Lemon Law and full
disclosure of those reasons was given. In ocher 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 these reasons,
described in more detail below, we are asking that you reconsider your decision to carry
out the retroactive branding of these tides.

1. 14011-Umon Vehicles. A substantial portion of the 10,000 vehicles targeted for
branding were not repurchased pursuant to the Lemon Law and therefore should
not be branded. The Lemon Law only applies to those vehicles that have been

111111000111EIS
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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 before they become non -conforming vehieleCilffdee
Lemon Law. For the DMV to mandate the branding of the titles of these vehicles
whose owners were given full disclosure of their buy back status would
wrongfully reduce the value of these vehicles and create a customer relations
nightmare for dealers and manufacturers.

2. Non -Compliance kyillsDLIV. 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 nor trained its own staff 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 even where proper
disclosures were received by the DMV that the vehicle in question was
repurchased pursuant to the Lemon Law. By rebranding all vehicles repurchased
and resold in the State. of California, the DMV would be exceeding its legal
authority as well as unfairly impairing the value of vehicles for which proper
disclosure was made.

3. Peading Changel. In recognition of the many ambiguities in the
present law and the lack of guidance from the DMV on title branding, legislation
has been proposed, apparently supported by state legislator Jackie Spiers, 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
betweenutniAtornr.r tntigrwinn him/ INforir en rut the nnfier the -1krnon
would only re tuire branding for the latter The concept of this draft legislatiolr"
appears to be supported by consumers, dealers and manufacturers. In light of the Z
impending change in the law, the DMV should not take retroactive actions under ass,a
the old requirements that the agency itself has never actually implemented. '`is

4. Utiwmanted 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 addresses of the
owners of these vehicles only to file nuisance suits against manufacturers and
dealers.

ZOLIN DOC
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Dealers and manufacturers throughout the State of California .:=Invz made a gooc
faith effort to comply with the disclosure requirements of the Califd=nia Lemon Law
The ambiguities in the law, coupled with the absence of guidance from-L=3e DMV and tbr
DMV's own failure to brand titles, leave no justification for the T ilV to take thr
harmful, punitive step of retroactively and arbitrarily branding the title:ff these vehicles.
On behalf of the American Automobile Manufacturers Association= -we respectful)
request that you rescind your decision to retroactively brand these veins .c and. instead
work with the industry and consumers to enact a prospective title brimming requirement
that will benefit and be understood by all the parties involved.

Thank you for ypur consideration.

Sincerely,

. Brady
Vice President and General Cows=

PDB/srd

cc: Mr. William G. Brennan
Deputy Secretary
Business, Transportation & Housing Agency

ZOLIN .00C
/-)
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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

C
July 14, 1995

The Honorable Charles Calderon
Chairman, Senate Judiciary Committee
Room 4039
The State Capitol
Sacramento, CA 95814

Re: A.B. 1381 (Speier) Factory Buyback Disclosures
Position: SUPPORT/SPONSOR
Hearing: Tues. July 18, 1995, Senate Judiciary Comm.

Dear Senator Calderon:

The California Motor Car Dealers Association (CMCDA) is a statewide trade
association that represents the interests 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 revises, reforms, and expands
the current Automotive Consumer Notification Act in the following manner:

Greatly expands existing law by providing that any manufacturer who repurchases a
"lemon" vehicle, or assists a dealer or lienholder to buy back such a vehicle must:

1. Cause the vehicle to be retitled in the manufacturer's name (this will insure that
the manufacturer's name appears in the ownership title chain and will insure that the
title has already been branded prior to the vehicle being reintroduced into the stream of
commerce);

2. Cause DMV to brand the vehicle's title with the inscription "factory buyback"
(many consumers have complained that the current inscription "WARNTY RET" is
meaningless); and,

3. Affix a decal, prescribed by DMV, to the vehicle's doorframe which will
indicate that the vehicle's title has been branded (because ownership certificates are
not always present at the time of sale of a used vehicle, the doorframe decal will act as
an additional consumer notice).

Headquarters  420 Culver Boulevard, Playa del Rey, California 90293  213/306-6232  FAX 213/301-8396

2399



1

The Honorable Charles Calderon
July 14, 1995
Page 2

Requires any manufacturer who repurchases, or assists a dealer or lienholder to
repurchase a motor vehicle because it did not conform to express warranties
(regardless of whether the vehicle was required to be repurchased under the "lemon"
law) to give a new, detailed statutory notice to the subsequent transferee.

Requires any dealer who acquires for resale a motor vehicle and knows or should have
known that the vehicle was reacquired by the manufacturer from the last retail owner
because it did not conform with express warranties (regardless of whether the vehicle
technically qualifies as a "lemon") to give the new, detailed statutory notice. This is a
broad expansion of existing law which only requires a dealer to give a warranty
buyback disclosure in circumstances where the vehicle was "required by law" to be
repurchased.

Requires any person, including any dealer, who sells a vehicle that has a branded
lemon law title to disclose that fact prior to the sale.

Requires a manufacturer to provide proof of title branding in order to obtain a tax
refund from the Board of Equalization for a "lemon" buyback.

Predicated upon the foregoing, we urge your "Aye" vote on A.B. 1381 when it is
heard before the Senate Judiciary Committee on Tuesday, July 18, 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 Senate Judiciary Committee
Gordon Hart, Consultant to the Senate Judiciary Committee
Ralph Simoni, California Advocates, Inc.
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Legislative Advocates

1201 K Street, Suite 85()
Sacramento, CA 95814

'11Th: (916) 444-6034
FAX (916) 441-6559

July 17, 1995

MEMO TO: Members, Senate Judiciary Committee

FROM: Tim Howe/ Association of International Automobile
Manufacturers

SUBJECT: AB 1381 - Oppose, unless amended

Our client, the Association of International Automobile
Manufacturers ("AIAM"), a trade association representing
manufacturers, importers and distributors of automobiles made in
the United States and abroad, opposes AB 1381. (1)

Before the July 3 amendments removing the "clear, bright"
lines governing when a title must be branded, AIAM supported this
legislation. We thought it provided a good balance between
increasing the vehicle history disclosure requirements to
consumers and providing manufacturers clear definitions and
guidance as to when vehicles fall under the mandates of AB 1381
and the California Lemon Law. However, the most recent
amendments retain the former while deleting the latter. We
believe the deletion of the clear guidance standards as to when a 5
title must be branded and notice given to consumers will only
continue to create confusion and foment litigation.

H
Additionally, we are concerned that requiring manufacturers

to title trade -assist vehicles in their name before reselling the
repurchased vehicle will cause disruption in current business
practices without providing any attendant benefit to consumers.
Trade assist vehicles are not factory buy back vehicles within
the definition of the California Lemon Law.

w
We believe that the upshot of the two most recent amendments

and the trade assist vehicles titling requirement will have the
unintended consequence of reducing "goodwill" actions by
manufacturers. Cautious manufacturers will buy back only those sago

off
vehicles they are required to under the law and will brand every en

repurchased vehicle. In other words, we believe that AB 1381
will create a substantial disincentive for manufacturers to buy
back vehicles under either a trade -assist or goodwill policy.

For these reasons AIAM opposes AB 1381 in its current form.
Adoption by the Committee of the "clear, bright" line guidelines
dropped by the July 3 amendments, however, would move AIAM from
an oppose to support position on this bill.

(1) Nissan does not join in these comments.

El 111 El El El El II
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KEENE & ASSOCIATES
COUNSELORS AT LAW & PUBLIC POLICY

700 L STREET, SUITE 301
SACRAMENTO, CALIFORNIA 95814

TELEPHONE (918) 448-1511

FACSIMILE (918) 448-5882
INTERNET (SKEENENN@REACH.COM)

SCOTT R. KEENE
(918) 552-7991

Date: 7/18/95

To: Members, Senate Judiciary Committee

From: Scott Keene

.Re: AB 1381 iSpeierl - Opposed
Hearing: July 18, 1995
Item # 10

/96 j,V1 D
JUL 1 8 1995

On behalf of our client, Toyota Motor Sales, U.S.A., Inc. we join various consumer groups in
,urging a no vote on AB 1381 (Speier). This legislation began with two notable policy
objectives. First, to better notify consumers about vehicles that were purchased pursuant to
state lemon laws and later resold. Second, to better inform individuals with responsibility for
notifying consumers of their disclosure obligations.

1) The remedial benefits of the measure before you are mainly limited to narrowing the
responsibilities of the sponsors in the consumer disclosure process, particularly commercial
entities who are in direct privity with consumers. As such, we agree that the measure's
primary result is to diminish the scope of existing law.

2) While reducing the sponsors responsibility for disclosure, the burdens on manufacturers
are increased and ill-defined. Objective standards that were originally contained in the
measure to trigger the manufacturers' new disclosure responsibilities have been eliminated.
The four triggers that were contained in the bill prior to the July 3rd amendments have been
replaced with existing law factors that are well -proven to be ambigious--to the detriment of
consumers, manufacturers and regulators alike.

AB 1381 fails to accomplish its intended goals. It represents an unfair shifting of
responsibilities. And it is unclear.. The measure should be rejected in favor of a more
reasoned approach to addressing a problem that is of significant consumer and industrial
importance.

AB1381.WPD
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MOTOR VOTERS
1500 West El Camino Avanue, Suite 419  Sacramento, CA 95833.1945  Tel: 916920-5464  Far: 916920-5465

July 21, 1995

Mr. Frank Zolin, Director
California Department of Motor Vehicles
2415 First Avenue
Sacramento, CA 95818

Dear Mr. Zolin:

At a July 18 Senate Judiciary Committee hearing on AB 1381
(Speier), the following representations were made to committee
members concerning the existing Automotive Consumer Notification
Act:

"The [existing] law is so vague that virtually anything can be
labeled a 'goodwill' buyback. And when you take a car back as a
'goodwill' buyback you don't have to label it anything and you
don't have to tell a prospective buyer or a subsequent buyer that
you took it back."

"The present law is drafted in such a way that it allgws for
a car to be bought back as a 'goodwill' buyback even though it may
be a lemon."

These remarks are transcribed verbatim from a videotape of the
hearing. Is it the position of the Department of Motor Vehicles
that such statements would be an accurate interpretation of the
existing law? If so, under what authority is the DMV bringing its
case against Chrysler Motor Corporation?

I would appreciate your prompt response.

Sincerely,

Rosemary Shahan
President

cc: The Senate Judiciary Committee

2403



CALIFORNIA
MOTOR CAR DEALERS
ASSOCIATION
GOVERNMENT AFFAIRS OFFICE
915 L Street, Suite 1480, Sacramento, CA 95814
916/441-2599  FAX 916/441-5612

MEMORANDUM
To : Jackie Speier
cc : Richard Steffen, Chief of Staff

Gordon Hart, Consultant, Senate Judiciary Committee
From Peter Welch
Date July 28, 1995
Re : AB 1381 (Speier) - Factory Buyback Disclosures

After reviewing the provisions of AB 1381, as amended in Senate July 23, 1995,
we notice two technical problems with the recent amendments as follows:

1. On page 5, line 16, the term "factory buyback" should be stricken and replaced with
the term "Lemon Law Buyback" to make it consistent with the other amendments.

2. Because the word "VEHICLES'S" was stricken on page 5, line 36 and replaced with
the word "ITS", the disclosure language required under subdivision (b) of proposed Civil
Code Section 1793.24 is now different than the disclosure language required under
subdivision (f) of proposed Civil Code Section 1793.23 [see page 4, lines 27 to 33]. If not
corrected to make the disclosures identical, a dealer or other transferee of a title branded
vehicle would be required to give both disclosures because of the difference in wording.

Headquarters  420 Culver Boulevard, Playa del Rey, California 90293  213/306-6232  FAX 213/301-8396
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Center for Auto Safety
Consumer Action

Consumer Federation of America
Consumers Union

Motor Voters

August 1, 1995

Assemblywoman Jackie Speier
California State Assembly
P.O. Box 942849
Sacramento, CA 94249-0001

Re: AB 1381 iSppier): Support If Further Amended

Dear Assemblywoman Speier:

As you know, each of our organizations has been in opposition to AB 1381.
However, we recognize that several key concerns were addressed when the bill was
amended in the following ways:

 Remedies for victims of lemon laundering were restored, by unanimous vote
of the Assembly Transportation Committee and by subsequent amendments

 Various obvious "lemon loopholes"-exempting seriously defective lemon
vehicles- from title branding and disclosure to consumers-have been
eliminated

I.- The bill has been made expressly prospective, in order to avoid jeopardizing
pending litigation, including the DMV's current action against Chrysler

The designation "factory buyback" was amended, by vote of the Senate
Judiciary Committee, to "Lemon Law Buyback"

In light of these changes, which have greatly improved the bill for consumers,
we have re-evaluated our opposition. We would like to support the bill, but one
important issue remains.

2405



ASSEMBLYWOMAN SPEIER, page two

When you presented the bill before the Senate Judiciary Committee on July
18, you indicated that the major "defect" in existing law is that it "allows"
manufacturers to characterize lemon vehicles as merely "goodwill" buybacks.

While we disagree with your interpretation of existing law, we do agree that
clearing up any ambiguity that allows manufacturers to resell defective lemons as
"goodwill" buybacks is the most serious issue that the bill needs to address.
However, the bill as currently amended does not accomplish that purpose. As you
indicated on July 18, AB 1381 would allow auto manufacturers to decide which
vehicles are lemons and which are "goodwill" buybacks.

As your report "Bitter Fruit" documents, manufacturers cannot be trusted to
make that determination. They seize upon any conceivable ambiguity as an excuse
to make lemons appear to be peaches. But instead of clearing up ambiguity, AB
1381 adds to it.

Auto manufacturers themselves contend that the bill as currently worded is
confusing. The Association of International Automobile Manufacturers writes that "We
believe that the deletion of the clear guidance standards as to when a title must be
branded and notice given to consumers will only continue to create confusion and
foment litigation."

Toyota also writes separately that the bill as currently amended "simply invites
more uncertainty and potential litigation."

When the very auto manufacturers who are responsible for making the
determination between "lemon" and "goodwill" find AB 1381 to be confusing, it simply
doesn't do the job. We agree with the AIAM and Toyota that the bill as currently
amended adds, rather than reduces, ambiguity and invites litigation.

We are particularly concerned that the bill as currently amended fails to require
disclosure to prospective buyers when manufacturers initiate the repurchase. This
would permit manufacturers to evade disclosing defects to California used car buyers
when the companies know certain vehicles have serious, incurable flaws. Since tens
of thousands of vehicles have been bought back under such circumstances, the
sheer numbers involved are quite significant.

For example, in 1993 Nissan contacted owners of its 1987-1990 minivans and
offered to buy them back. Repeated failed recall attempts had made the repairs so
expensive, the auto company decided it was cost-effective to repurchase the
minivans, which were prone to engine fires. About 33,000 vehicles were affected.
Under AB 1381, title to the vehicles should be branded, but if Nissan resold them, the
company and its dealers would not have to provide the Warranty Buyback Notice to
prospective buyers because the vehicles were reacquired in response to the
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ASSEMBLYWOMAN SPEIER, page three

manufacturer's offer, and not "in response to a request by the buyer or lessee"
§1793.23 (d) and (e). In fact, the minivan owners were largely unaware that previous
recalls had not remedied the problem, and were therefore unlikely to make a request.
Because buyers seldom see the title to a vehicle, the disclosure notice is critical.

Similarly, Saturn notified nearly 2,000 Saturn owners that it wished to buy back
their vehicles because contaminated coolant from one supplier had damaged certain
components. While such "pre-emptive" buybacks benefit original owners, under AB
1381 they could harm subsequent buyers, because the manufacturer and its dealers
would not be required to provide notice.

Surely it is not the intent of AB 1381 that manufacturers and dealers could
evade the notice requirement when the manufacturer knows a line of vehicles is
defective, and simply contacts the original owners before they make a "request."

For the above reasons, we propose the following language, based on statutes
in other states and the model bill proposed by the National Association of Attorneys
General Working Group on Resold Lemons. It would eliminate the ambiguity
concerning which vehicles are "lemons" or "goodwill" buybacks. It specifically
includes so-called 'voluntary" repurchases. At the same time, it provides an
exemption for legitimate "goodwill" buybacks.

The language is enclosed for your review. If the bill is so amended, we would
then be pleased to give AB 1381 our support.

Center for Auto Safety

Consumer Action

Consumers Union

CV/
Consumer Federa of America

ZO<A4AA/A1 $1461k/1
Motor Voters

Please reply to: Cher McIntyre, Associate Director of Advocacy, Consumer Action,
523 W. 6th Street, Suite 1105, Los Angeles, CA 90014. Phone: 213-624-4631.

cc: Members, Senate Judiciary Committee; Committee Consultant Gordon Hart;
Members, Senate Appropriations Committee
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PROPOSED AMENDMENTS TO AB 1381 (As amended 7/23/95)

Amendment 1

On page 3, line 16, insert:

(c) For purposes of this section and Section 1793.24, a
"buyback" vehicle means a motor vehicle that has been replaced,
reacquired, or repurchased by a manufacturer, or a finance or
lender subsidiary of a manufacturer, or a nonresident
manufacturer's agent or an authorized dealer, either under the Song
Beverly Consumer Warranty Act (Civil Code §1793) or a similar
statute of another state or by judgment, decree, arbitration award,
settlement agreement or voluntary agreement in California or
another state. "Buyback" vehicle does not include a motor vehicle
that was repurchased pursuant to a guaranteed repurchase or
satisfaction program advertised by the manufacturer, provided the
vehicle was not alleged or found to have a nonconformity that
substantially impaired the use, value or safety of the new motor
vehicle to the buyer or lessee.

Amendment 2
On page 3, commencing with line 16:

(e) (d) Any manufacturer who, rcQcquires er assists -a dealer er
to reaequire a meter vchicic-rcgictcred in -this state,

any --ether state, er--e ederally administered-di3trict of a buyback
vehicle 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 te the previsiens-e-subdivioion fel+
ef-Geetien 4444.4, 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 4f -the manuacturcr knew er
sheuld have knew that the vchicic---is required by Iaw to -be
replaced, aeeepted-er---pciatitu-tien--due--te-the ailurc of the
manuaeturer te-esnferm the vehieIe te applicablc warranties
pursuant-to-subdiv-isien-fd)-sf Geetien 1793:4, er aeeepted-f-er
restitutisn by -the manufacturer -due te the ailure ef the
manufacturer to esnferm the vehicle-te warrantic3 required by -any
ethcr applicablc law ef the, otatc, any other state, er ederaIlaw.

Amendment 3
On page 3, commencing with line 38:

(el) (e) Any manufacturer whe-reacquires-er-aso i 3 t a a--dealer-er
1 icnholder to eaequire a meter vekriele-in respense -te a request by
the buyer er-lessee that the vchicic 43e either replaced sr -accepted
er restitut-ien bccauoc the vehicle did met een-ferm to cxpresa
warranties, of a buyback vehicle shall, prior to sale, lease, or
other transfer of the vehicle, execute and deliver to the

1
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subsequent transferee a notice and obtain the transferee's written
acknowledgement of a notice, as prescribed by Section 1793.24.

Amendment 4
On page 4, commencing with line 8:

(e)(f) Any person, including any dealer, who acquires a motor
vehicle for resale and knows or should have known that the vehicle
was rcacqii-ired--by the vehIeleLs manufaeturer In T-eepenee-fie-e
r-equent-lay-the last retail-ewner-er-lcsoce e -the -vehicle -that -it

e replaccd-er accepted f-erT-eatitut4-enbeeaii-se-the-v-ehicic-d-i-d---Ftet
conform to cxp-ress warranties, a buyback vehicle, shall, prior to
the sale, lease or other transfer, execute and deliver to the
subsequent transferee a notice and obtain the transferee's written
acknowledgement of a notice, as prescribed by Section 1793.24.

Amendment 6

On page 5, line 11: manufacturer of the reacquired buyback
vehicle

Amendment 7

On page 5, lines 15-16:

(2) Whethe That the title to the vehicle has been inscribed
with the notation ufactory-buybaeRn "Lemon Law Buyback."

Amendment 8

On page 5, commencing with line 30, Under "WARRANTY BUYBACK
NOTICE":

fGheek-ene-y
phis rcpurcha3ed-by-the-vehicle's

manufacturer aftar-the last retail ewner-er mace-requested-Ite
rem-- e --#e the-preelemfa)

Amendment 9

On page 8, commencing with line 26:

(7) A motor vehicle that-has---teen reacquired under
circumstaneee described In-eutdIvIsIeft-i-e*-e SectIen 4-444,-24-ef
the Civil eele, buyback vehicle, 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."

2
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Zoe Angeles gimes
FRIDAY, OCTOBER 28, 1994

M.

esale of 'Lemons' as New Cars Criticized
Oti JERRY GILLAM
!LIMES STAFF WRITER

%i SACRAMENTO-New cars that
formally would be classified as
rlemons" are being resold to un-
suspecting buyers, and the head of
kite Assembly's Consumer Protec-
Sion Committee wants the practice
'topped.
'...- "In brief, the manufacturers are
'packaging their lemons as peach-
ps," said Assemblywoman Jackie
Iiipeier (D -Burlingame), the com-

t gmittee's chairwoman. "Only the
&ult, in many cases, is rotten."
). Speier and other committee

embers heard Thursday from
gruntled car buyers who com-
'ned about buying nearly new

from dealers only to find out
ter, after a run of constant trou-

bles ranging from squeaky doors to

tt
d brakes, that the vehicles had a
cry of problems.

Although California has a w-
ed lemon law, Speier said there

pa loophole.
Under state law, a new car is

siro.I1I a lemon if it cannot be
after several attempts. The

.er is given a replacement The
labeled a lemon can be resold

the manufacturer but only after
-has been repaired and its title

ged so that future buyers
w it was a lemon.

s But the problem, the committee
ywas told, is that some manufactur-
tiers 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, Ford Motor Co. and Nissan
North America Inc. were at the
hearing 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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TWENTY-FIVE YEARS OF ADVOCACY

CENTER FOR AUTO SAFETY
2001 S STREET, NW SUITE 410 WASHINGTON, DC 20009-1160 (202) 328-7700

LEMON ALERT: SAVE THE CALIFORNIA LEMON LAW
FROM AUTO INDUSTRY ATTACK

Since California passed the first lemon law in 1981, over 50,000 Californians have tten their lemons bought back.
Because the lemon law has forced them to buy back so many lemons, car comport' s want to kifl it. Rather than fix lemons,
auto companies want to repeal the lemon law and substitute a watered down law that would stick owners, not manufac-
turers, with lemons.

Greased by well heeled auto industry lobbyists working behind the scenes, two anti -consumer bills (AB 1381 & 1383)
have already passed the Assembly and are headed for the Senate. If they pass, consumers will be at the mercy of auto
companies who can sell lemons with impunity. Even if they buy back an occasional bright yellow lemon under AB 1383,
auto companies can launder and resell it without notice of its lemon history to another unsuspecting consumer as an
executive or program car under AB 1381, sponsored by car dealers who sell the recycled lemons.

AB 1381 & 1383 are authored by Assemblywoman Jackie Speier of San Mateo andbacked by the car companies.
Under present California lemon law, manufacturers are responsible for lemons for the length of the warranty or at
least 4 years. If they willfully refuse to honor the warranty and consumers are forced to take them to court, auto
makers are liable for a civil penalty up to twice actual damages depending on how bad the companies acted.
Although civil penalties are seldom imposed, their presence makes car companies obey the law. AB 1383 elimi-
nates the civil penalty and cuts back lemon replacement to 2 years by substituting a cumbersome arbitration proce-
dure modeled after New Jersey which awards only 18 (eighteen) buybacks per year. No wonder the car companies
love AB 1383; they would go from buying back 5,000 lemons per year in California to less than 500.

What can you do - speak up & defend amour lemon rights. Send a letter even if it only says 'Stop AB 1381 & 1383.
Don't let auto companies rip off Californians and stick us with their lemons.'

Write immediately to:
Hono{able Charles M Calderon
Chairman
Senate Judiciary Committee
Room 4039, State Capitol
Sacramento CA 95814

Contact your state Senator and Assemblyperson.
Write, call or best of all, go in and meet with them or their
staff. Say you want stronger lemon laws, not weaker ones.
Send copies of your letters to Motor Voters, 1500 W. El Camino
Ave #419, Sacramento CA 95833, a local consumer group
leading the fight for lemon rights in California.
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" Stop AB 1381 & 1383. Don't let auto
companies rip off Califorians and stick
us with their lemons."

q)ur-e___
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Sign and Mail Today or Compose Your Own Lemon Law Story

f,4 f dr(

Save Your Lemon Law - It's Good For BusAess!
DO YOU PLAN TO EVER BUY A NEW OR USED CAR IN CALIFORNIA AGAIN?
WHAT CAN YOU DO TO KEEP AUTO COMPANIES FROM TRAMPLING YOUR RIGHTS.

Write ASAP to the Chairman of the Judiciary Committee and send a
copy to Motor Voters. We will make copies of consumers' letters
and distribute them to members of the committee and the news media.

If you have any questions or would like a copy of the bills, call
Motor Voters at 916-759-9440.

SAMPLE LETTER

(This is just to get your juices flowing. The more individualized
your letter is, the better. Your message does not have to be long.
If you wish, just writing "I am opposed to AB 1381 and AB 1383.
Stop the auto industry from ripping off California consumers!" gets
the point across. Handwritten letters are fine.)

Honorable Charles M. Calderon
Chairman, Senate Judiciary Committee
State Capitol
P.O. Box 942848
Sacramento, CA 94248

Dear Senator Calderon:

Beer_cry
tJary

1(AYLASTVW)JAISTAICS)
(415) 457-0592

I am writing in opposition to two anti -consumer bills, AB 1381
and AB1383. I am outraged that the auto industry would try to
weaken my rights under the lemon law, and also make it legal to
dump defective lemon vehicles in California.

Over the years, I have had a number of negative experiences
with car dealers and manufacturers. [Feel free to expand on this.]
They do not live up to their responsibilities, even now when they
face penalties for their illegal acts.

AB 1383 would eliminate the penalties for manufacturers who
sell defective products then refuse to buy them back. Car
companies try to wear people down so that they give up and take a
loss. Then the vehicles just get passed on. This bill would let
them get away with that.

While arbitration may work in some cases, consumers should not
be forced into an unfair system. I do not trust the administration
bureaucrats to come up with a fair system that would be a
substitute for being able to pursue my rights in court.

AB 1381 would allow manufacturers to foist defective lemon
cars onto used car buyers without disclosing -that they are lemons.
The industry is trying to get these loopholes at a time when the
DMV is bringing cases against them. They should be penalized for
exposing motorists to dangerously defective vehicles. They are a
menace, not only to the people riding in them, but also to others
on the road.

California's lemon law needs to be made stronger, not weaker.

/383
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Office of the Attorn

What is a Vehicle Lease?

Do lower payments
guarantee a better deal

with leasing than buying?

What is my payment
based on?

Am I paying interest?

Are there other charges?

What should I be wary
of?

c-Ntal,j -LIDA. LAD7-3(z-VATi/E

ry-oica-s
17ertYL__ TtfAt\i L0C-5

/A-Lt F-e_V-X1) - Coo i 7\1 G.- /,

392 Woodland Aveugg
San Rafael. CA 9490.

Although __ aaavasso al JO ID payments
make auto leasing appear to be an guarantee a better deal with
attractive alternative to financing leasing than buying?
the purchase of a car, the lack of3 Not necessarily. The monthly
disclosure; the technical and payments should be significantly
complex language, and the grce less because you don't own the
of some car salesmen; cause car vehicle.
leasing to be an option that is
fraught with many pitfalls for the
average consumer.

Florida Attorney General Bob
Butterworth has received almost
2,000 complaints from consumer;
many of whom have been
pressured into auto leasing, not
been credited for their trade-in
vehicles, or have complained of
being defrauded in other ways.
Be aware that once you sign a
lease, you have no legal right to
cancel.

The following questions and
answers are designed to help you
make informed decisions when
considering auto leasing:

What is a Vehicle Lease?
A lease is a long-term rental
agreement. You are paying for
the right to drive a vehicle for the
term of the lease, but you do not
own it. In most instances, you
will be responsible for all
maintenance on the vehicle, and
your insurance rates will usually
be higher.

.1".

11.1 VI, G1 -

What is my payment based
on?
Your payment is based on a
capitalized cost or "Cap Cost."
This is just fancy terminology for
the price of the car. The lower
the cap cost, the lower your
monthly payment. Cap cost may
be the same as the sticker price
of the car, but you can negotiate
for a lower cap cost, just like you
can to buy it, so don't be afraid
to shop around. Make sure that
you get the dealer to provide the
amount of the cap cost in
writing! The cap cost is
reduced by the amount of cash
or trade equity that you put into
the deal that exceeds inception
and acquisition fees. Therefore,
it is important that you obtain the
amount of your trade allowance
in writing to ensure you receive
the proper credit.

If manufacturer rebates or dealer
coupons are offered, such credit
should also reduce the cap cost.
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Am I paying interest?
YES. In leasing, the
"interest rate" is called the
money factor. The lower
the money factor, the
lower your monthly
payment. The money
factor will usually range
from .0021 to .0046. Ask
the dealer to put your
money factor in writing.
Then you can multiply it
by 2400 to calculate the
interest rate. Remember
that even the money
factor is negotiable

.??.;
Are there other

charges? If you desire to
get out of your lease
early, you are likely to be
charged an "Early
Termination Penalty". At
the end of the lease term,
you will generally have
:an option to purchase the
car for the amount of the
Purchase Option or

esidual Value. This
amount is disclosed to
you at the outset of the
lease. The purchase
option is often
substantially higher than
the actual value of the
vehicle at the end of the
lease term. Therefore,
you may opt to simply
return the car, but you
will probably be charged
a fee for mileage that
exceeds the mileage
allowance stated in your
lease agreement, plus any
physical damage to the
vehicle.

What should I be wary of?

Leasing a car without
shopping around.

Relying on verbal promises
made by salesmen or Lease
Managers (whose profit
motive may well out -weigh
their motive for veracity).

Giving the salesman a deposit
before you thoroughly read,
reread, understand and are
satisfied with the completed
lease agreement.

Entering into an "open-end"
lease which may require you
to pay an extra sum of
money based upon the fair
market value of the car at the
end of the lease term (most
leases are "closed -end," so
you don't have to buy it at
the end).

Paying a lot of extra money
for an extended service
contract when your new car
warranty will provide
coverage for the major
portion of the lease term.

The Florida Legislature recently
adopted a measure, sponsored by
Senator Peter Weinstein and
Representative Lars Hafner, that
will significantly aid consumers in
this area. The Motor Vehicle
Lease Disclosure Act mandates
that essential terms such as the
capitalized cost and trade-in
amounts be clearly stated on the
lease contract. We believe this
new law will assist consumers in
understanding these very complex
financial transactions.

To file a complaint or request
farther information, please write
to:

Office of the Attorney General
Robert A. Butterworth

4000 Hollywood Boulevard
Suite 505-S

Hollywood, F L 33021

---
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MR & MRS SAMUEL RUBINSON
19531 RINALDI ST. #39

NORTHRIDGE, CA. 91326.1540

CENTER FOR AUTO SAFETY
2001 S STREET, NW SUITE 410 WASHINGTON, DC 20009.1160 (202) 328-7700

LEMON ALERT: SAVE THE CALIFORNIA LEMON LAW
FROM AUTO INDUSTRYATTACK

Since California passed the first lemon law in 1981, over 50,000 Californians have gotten their lemons bought back.
Because the lemon law has forced them to buy back so many lemons, car companies want to kill it. Rather than fix lemons,
auto companies want to repeal the lemon law and substitute a watered down law that would stick owners, not manufac-
turers, with lemons.

Greased by well heeled auto industry lobbyists working behind the scenes, two anti -consumer bills (AB 1381 & 1383)
have already passed the Assembly and are headed for the Senate. If they pass, consumers will be at the mercy of auto
companies who can sell lemons with impunity. Even if they buy back an occasional bright yellow lemon under AB 1383,
auto companies can launder and resell it without notice of its lemon history to another unsuspecting consumer as an
executive or program car under AB 1381, sponsored by car dealers who sell the recycled lemons.

AB 1381 & 1383 are authored by Assemblywoman Jackie Speier of San Mateo and backed by the car companies.
Under present California lemon law, manufacturers are responsible for lemons for the length of the warranty or at
least 4 years. If they willfully refuse to honor the warranty and consumers are forced to take them to court, auto
makers are liable for a civil penalty up to twice actual damages depending on how bad the companies acted.
Although civil penalties are seldom imposed, their presence makes car companies obey the law. AB 1383 elimi-
nates the civil penalty and cuts back lemon replacement to 2 years by substituting a cumbersome arbitration proce-
dure modeled after New Jersey which awards only 18 (eighteen) buybacks per year. No wonder the car companies
love AB 1 383; they would go from buying back 5,000 lemons per year in California to less than 500.

What can you do - speak up & defend your lemon rights. Send a letter even if it only says ''Stop AB 1381 & 1383.
Don't let auto companies rip off Californians and stick us with their lemons.'

Write immediately to:
Honorable Charles M Calderon
Chairman
Senate Judiciary Committee
Room 4039, State Capitol
Sacramento CA 95814

Contact your state Senator and Assemblyperson.
Write, call or best of all, go in and meet with them or their
staff. Say you want stronger lemon laws, not weaker ones.
Send copies of your letters to Motor Voters, 1500 W. El Camino
Ave #419, Sacramento CA 95833, a local consumer group
leading the fight for lemon rights in California.

OEM- SIR,
,r7-09 #e /3e/ 4 731'3

LEGISLATIVE INTE 800) 666-1917
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Appropriations Committee Fiscal Summary
Valerie Brown, Vice Chair

Hearing Date: May 17, 1995 AB 1381 (Speier)

Vote: Transportation, 14-0 As Amended April 26, 1995

Bill Summqa
This bill would make various changes and clarifications relating to buy-back vehicles
("lemons"), including:

o require manufacturers to retitle buy-back vehicles in the name of the manufacturer
and to place notice on the driverside door that the vehicle is a "lemon buy-back".

o requiring the Department of Motor Vehicles to note on the title of buy-back vehicles
"lemon buy-back".

Fiscal Impact

Provision 1995-96 -1996,97

1. Programming costs to DMV. Costs. $95,000 in the first year, $7,000
annually thereafter (Motor Vehicle
Account).

Comments
1. Existing law requires a manufacturer to replace or refund the cost of a defective
vehicle under specified conditions. Existing law also requires the dealer or manufacturer to
disclose to a new buyer that a vehicle was a "buy-back" vehicle.

2. This bill is a follow up to an investigation, hearing and reports by the Assembly
Consumer Protection, Governmental Efficiency and Economic Development Committee. A
1994 Committee report, entitled "Bitter Fruit" noted, among other things, that vehicle
manufacturers and dealers have recycled buy-back vehicles, without warning consumers that
they were buying "lemons".

Consultant: Linda Lye
LIS - 12a
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Appropriations Committee Fiscal Summary

AB 1381 (Speier)

Hearing Date: 8/23/95 Amended: 8/21/95

Consultant: Ed Derman Policy Vote: Judic 7-0

BILL SUMMARY:

AB 1381 modifies the disclosure requirements for defective automobiles
which are subsequently resold. Among the new requirements is that the
vehicle manufacturer have the vehicle re -titled in the manufacturer's name,
and that the title be branded as a "Lemon Law Buyback".

Fiscal Impact (in thousands)

Major Provisions 1995-96 1996-97 1997-98 -Fund

Branding of returned $96 $7 ongoing cost Motor
automobile Vehicle

STAFF COMMENTS:

Currently, when an automobile is not able to operate in conformity to the
vehicle's warranty after a specified number of attempts to repair the car, the
vehicle must be repurchased by the vehicle manufacturer or dealer. If the
vehicle is resold, the retail buyer must be provided a specific written notice
that the vehicle was returned due to a defect in the vehicle, and the title issued
after the purchase by a retail buyer is branded a "Warranty Return". Under this
bill, after the vehicle is returned, the manufacturer must place the vehicle in its
name, the title of the vehicle would be branded with the term "Lemon Law
Buyback", and a decal indicating the title brand would be attached to the car.
In addition, subsequent buyers of cars which were returned to the dealer or
manufacturer due to an expressed warranty would receive a specific disclosure
of the car's status.

DMV estimates that it would incur one-time costs of $96,000 (1) for data
processing changes related to changing the brand on titles on returned vehicles
from "Warranty Return" to "Lemon Buyback", (2) to adopt regulations and (3)
make other related implementation changes. DMV estimates that ongoing
costs to DMV to administer the revised program would be about $7,000
annually.

LIS - 12b
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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
(075 G. Jerome Wallis L. Clark

rAS er;

Depart uty Director
LIS - 13

Date

Sc-
Date

Governor's Office: By:

B.LIJ..ANALYSTS
BTH:A131381.751 08/18195 12:52 PM

Date: Position Noted
Position Approved

Position Disapproved
EaEmDE-43113.e3_Q3125
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(2)

BILL ANALYSIS/ENROLLED BILL REPORT--1CONTINUED1 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
Tae RV 98 FC

2740/DMV SO C

Fund Code: Title
0044 Motor Vehicle Account, STF ,S1;2" Z-

w0

w

z
w

w

w

 saess

Fund
1995-1996 FC 1996-1997 FC 1997-1998 Code

$96 S $7 S $7 0044
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SENATE RULES COMMITTEE
Office of Senate Floor Analyses
1020 N Street, Suite 524
(916) 445-6614 Fax: (916) 327-4478

THIRD READING

Bill No:
Author:
Amended:
Vote:

AB 1381
Speier (D)
8/21/95 in Senate
21

SENATE JUDICIARY COMMITTEE: 7-0, 7/18/95
AYES: Campbell, Mello, O'Connell, Petris, Solis, Wright, Leslie
NOT VOTING: Lockyer, Calderon

SENATE APPROPRIATIONS COMMITTEE: 9-0, 8/23/95
AYES: Johnston, Alquist, Dills, Hughes, Kelley, Killea, Leonard, Leslie,

Polanco
NOT VOTING: Calderon, Lewis, Mello, Mountjoy,

ASSEMBLY FLOOR: 75-0, 6/1/95

SUBJECT:

SOURCE:

Vehicles: Automotive Consumer Notification Act

California Motor Car Dealers Association

DIGEST: This bill enacts the Automotive Consumer Notification Act.

ANALYSIS: 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. seq. 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

w0

w

z
w
z
w

w

Suas.alala
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AB 1381
Page 2

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 presumption that a reasonable number of
attempts has been made to conform a new vehicle to express warranties if
within 1 year or 12,000 miles: 1) the same nonconformity has been subject to
repair four or more times; or 2) the vehicle has been out of service for repair
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 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 nonconformity
is corrected, and the manufacturer warrants to the new ... [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 disclosure
requirements which are "cumulative with all other 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)

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

rC'C KT'TTXTT TUT
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AB 1381
Page 3

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 "lemon law buyback."

3. Manufacturers would have a new obligation to affix a decal with the term
"lemon law 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)

C. The request was made because the vehicle did not conform to express
warranties.

OfINT'T'TITT TV T1
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AB 1381_
Page 4

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 "lemon law
buyback", and the other box is for other vehicles reacquired after the last
retail owner of the vehicle requested its repurchase.

FISCAL EFFECT: Appropriation: No Fiscal Com.: Yes Local: Yes

SUPPORT: (Verified 8/24/95)

California Motor Car Dealers Association

ARGUMENTS IN SUPPORT: 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.

RIG:jk 8/24/95 Senate Floor Analyses
SUPPORT/OPPOSITION: SEE ABOVE

"*** END ****
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SENATE RULES COMMITTEE
Office of Senate Floor Analyses
1020 N Street, Suite 524
(916) 445-6614 Fax: (916) 327-4478

Bill No:
Author:
Amended:
Vote:

THIRD READING

AB 1381
Speier (D)

Senate
21

SENATE JUDICIARY COMMITTEE: 7-0, 7/18/95
AYES: Campbell, Mello, O'Connell, Petris, Solis, Wright, Leslie
NOT VOTING: Lockyer, Calderon

SENATE APPROPRIATIONS COMMITTEE:

 ASSEMBLY FLOOR: 75-0, 6/1/95

SUBJECT:

SOURCE:

Vehicles: Automotive Consumer Notification Act

California Motor Car Dealers Association

DIGEST: This bill enacts the Automotive Consumer Notification Act.

ANALYSIS: 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. seq. 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

LIS - 15 CONTINUED
srA-1
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AB 1381_
Page 2

repair ... [the vehicle] to confonn 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 "nonconfonnity" 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 presumption that a reasonable number of
attempts has been made to conform a new vehicle to express warranties if
within 1 year or 12,000 miles: 1) the same nonconformity has been subject to
repair four or more times; or 2) the vehicle has been out of service for repair
of nonconfonnities 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 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 nonconfonnity is clearly and
conspicuously disclosed to the prospective ... [transferee], the nonconformity
is corrected, and the manufacturer warrants to the new ... [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 disclosure
requirements which are "cumulative with all other 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)

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:

CONTINUED 2426
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"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 "lemon law buyback."

3. Manufacturers would have a new obligation to affix a decal with the term
"lemon law 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)

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

-5 F. A -3
CONTINUED
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ARGUMENTS IN SUPPORT: 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.

AB 1381.
Page 4

sentence. One of the boxes is for vehicles branded as "lemon law
buyback", and the other box is for other vehicles reacquired after the last
retail owner of the vehicle requested its repurchase.

FISCAL EFFECT: Appropriation: No Fiscal Com.: Yes Local: Yes

SUPPORT: (Verified >) v-e,

California Motor Car Dealers Association

OPPOSITION: (Verified >)

C nter for A to Safety; Motor Voters*
Co sumers 1 nion*
Con umer  ction*
Con e  Federation of America
Asso at'on of International Automobile Manufacturers*
Toyot, otor Sales, USA*
35 inch duals (most identify themselves as owners or previous owners of
lemo s

*Pos ion as been reconfinned after review of July 15th amendments z
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ARGUMENTS IN OPPO ITION: Consumers Uni
vehicle reacquired p ant o an implied warran
to buy rs. The ap able im lied warranties l er the
Code ould be e implied w chantability
warranty itness for particular purpose.

AB 1381_
Page 5

(CU) argues that
should be disclosed
niform Co

an e implied

RJG:jk 8/23/95 Senate Floor Analyses
SUPPORT/OPPOSITION: SEE ABOVE

**** END ****
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SENATE JUDICIARY COMMITTEE A
Charles M. Calderon, Chairman

1995-96 Regular Session

AB 1381 (Speier)
As amended on July 15, 1995
Hearing date: July 18, 1995
Civil Code; Vehicle Code
GEH:cb

1

3

8
1

"LEMON LAW".
CONSUMER DISCLOSURE

HISTORY

Related Pending Legislation: SB 1383 (Speier)

5
Assembly Floor Vote: Not relevant

Assembly Committee on Transportation Vote: Not relevant H

Prior Senate Judiciary Committee Action:
H

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:

:4:16

1) Deleted the bill's cross-reference to the Vehicle Code
s

definition of "dealer", and returned to a broader definition of on

"dealer", as in existing law.

2) Deleted the "actual knowledge" standard, and returned to a
"should have known" standard, as in existing law;

3

4

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;

Returned the notice language for vehicles required to be
replaced by the lemon law to the language required by existing
law, with minor modifications.

(more) 5F A -7
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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
MANUFACTURER'S NAME?

B. TO REQUEST DMV TO BRAND THE OWNERSHIP CERTIFICATE OF A
RETURNED VEHICLE WITH THE TERM "FACTORY BUYBACK?"

C. TO AFFIX A DECAL WITH THE TERM "FACTORY BUYBACK" TO A
RETURNED VEHICLE'S LEFT DOORFRAME?

3. SHOULD THE CIRCUMSTANCES UNDER WHICH A WRITTEN NOTICE MUST BE
PROVIDED BE CHANGED IN THE FOLLOWING WAYS?

A. SHOULD DISCLOSURE REQUIREMENTS APPLY ONLY TO VEHICLES
BREACHING EXPRESS WARRANTIES?

B. SHOULD DISCLOSURE REQUIREMENTS APPLY ONLY TO VEHICLES
REQUESTED 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 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
'N. 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 presumption that a reasonable number of attempts has
been made to conform a new vehicle to express warranties if within
1 year or 12,000 miles: 1) the same nonconformity has been subject
to repair four or more times; or 2) the vehicle has been out of
service for repair 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
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 nonconformity is corrected, and the manufacturer warrants to
the new ... [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
disclosure requirements which are "cumulative with all other
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.
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persons selling such vehicles must disclose in writing a_
purchase the fact that the vehicle was required to be retul_
the buyer. A dealer or manufacturer is required to "brand" th
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 1ct, 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.

13)

4

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;

if 4,-,-) let psi 4itykLek .

b) The brand must use the exact words '-f-exe-t-ory-iatiy-bazie:44-

Manufacturers would have a new obligation to affix a decal with
the term "factory buy " to) a reacquired vehicle's left
doorframe.1-1F-aK '1"/1.4e)

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 reguest;

b) The request was made by the last retail owner;

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 "t;iacx-bt2yrhaeks", and the other box is
for other vehicles reaicquired after the last retail owner of
the vehicle requested fits repurchase.

&///44'24
(more)
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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
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

5F ta-n
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will make it much easier for car dealers to fulfill
disclosure obligations, and that, as a result, consi
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
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?

(more) FA -12
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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.

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
purchased.

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
warranties?.

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 5
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. H

w

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 " aSas.
,"express".

merchantability and the implied warranty of fitness for
particular purpose.

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

Consumers Union (CU) argues that vehicles reacquired

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.

5q-13
(more)
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b. Under existing law, there does not have to be a_'
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 was,
returned by 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?.

Support:

Oppositi

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.

California Motor Car Dealers Association*

Center for Auto Safety; Motor Voters*; Consumers
Union*; Consumer Action*; Consumer Federation of
America; Association of International Automobile

(more) 5 rA-4,L,
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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

Prior Legislation: SB 788 (1989) Chaptered
SB 2568 (1991) Vetoed
SB 1762 (1992) Chaptered

**********
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Sponsor Related Bills Amended Date
CA. Motor Car Dealers Ass'n. AB 1383 6L14L95
Subject

Motor vehicles: warranty

CHANGE OF POSITION

Bi_11 Description:

Existing law:

Known as the New Car Lemon Law [Civ.C. 1793.2(d)] and the Tanner Consumer
Protection Act [Civ.C. § 1793.22]:

Requires the manufacturer of a new motor vehicle that is a "lemon" to
replace the vehicle or give the buyer a refund.

Defines a vehicle as a "lemon" if, within one year or 12,000 miles,
whichever comes first, either (1) the same defect has been subject to
repair four or more times, or (2) the vehicle is in repair for a total
of more than 30 days. (The defect must substantially impair the use, ,c7,

value, or safety of the vehicle.)

Requires the Board of Equalization (BOE) to reimburse manufacturers (c)

for any sales tax the manufacturer reimburses to the buyer when making
restitution on a "lemon."

Requires disputes to be submitted to a third -party dispute resolution L(!)i
process, if the manufacturer has one, before pursuing civil action. 5

Known as the Automotive Consumer Notification Act [Civ.C. § 1795.8], cn

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
pursuant to the New Car Lemon Law, or pursuant to any other warranty law z
of this state, another state, or federal law.

Requires the registration and titling documents of a lemon to state that <
the vehicle was returned to a dealer or manufacturer pursuant to a
consumer warranty law due to a defect, including vehicles with out -of- 0
state title [Veh.C. § 4453(b)(7)].
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This bill would:

Revise the Automotive Consumer Notification Act to instead
require disclosure and "branding" of a lemon if the vehicle was
reacquired (1) after written request to the manufacturer for
replacement or refund, (2) during arbitration or a lawsuit, or
within six months thereafter, or (3) pursuant to a court order or
decision by a third -party dispute resolution process.

Revise the notice to the buyer.

Revise the registration to state "lemon buyback."

Require a decal stating "lemon buyback" on the left doorframe of
the vehicle. The Department of Motor Vehicles (DMV) would be
required to provide the decals to manufacturers.

Require the BOE to reimburse the manufacturer for any sales tax
paid to or for the buyer when providing a replacement of the
vehicle, as well as when making restitution as under the current
law.

Apply only to "lemons" reacquired on or after the effective date
of this bill (January 1, 1996).

Background:

This bill, dubbed the "lemon laundering" bill by opponents, is
sponsored by the Motor Car Dealers Association. Similar legislation
was sponsored by the Motor Car Dealers in 1990 and vetoed by Governor
Deukmejian (Rosenthal, SB 2568). SB 2568 would have decreased the
number of vehicles subject to disclosure and branding to those that
were the subject of a court order or a decision rendered by a third -
party dispute resolution process.

According to the Center for Auto Safety, "lemon laundering" is one of
the biggest consumer problems nationwide. A 1994 report issued by
the Assembly Consumer Protection Committee ("Bitter Fruit") found
that manufacturers and dealers have recycled vehicles in California
without warning consumers that they are buying lemons. The report
also found "that manufacturers have circumvented disclosure laws by
reacquiring vehicles before arbitration, and laundering lemons
through auctions (because current law does not require the
manufacturer or dealer to take title to a reacquired vehicle)."

Specific Findings:

This bill would require buybacks to have been formally negotiated
or in a formal process of negotiation in order to be subject to
disclosure and branding. Many lemons are reacquired purely
through oral negotiations, and prospective buyers would have no
notice that there was a problem.

As a result, the bill encourages more oral negotiations of
buybacks, which could speed the process for original buyers but
would hurt future buyers of that vehicle, who would not be
informed of the problem. If this happens, a significant number
of lemons would not be disclosed and branded as such.
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Manufacturers would have a great incentive to encourage such
informal buybacks, since they would be able to easily dispose of
(launder) lemons to unsuspecting buyers.

Cars bought back through oral negotiations are often the worst
lemons, since the manufacturer will buy it back because it
realizes that it will not win in arbitration or a lawsuit.
Lemons bought back as a result of informal (oral, negotiations
should emphatically not be excluded from disclosure or branding.

The bill requires consumers to jump through a new hoop -- to
conduct the return of a lemon in writing -- and they would have
no way of knowing the consequences to future buyers if they
conduct the negotiations orally. Given the choice, most
consumers will choose to call rather than send a letter. This is
especially true when they are already very frustrated from having
to deal with a lemon and want immediate action. For their part,
manufacturers encourage calls by setting up toll -free numbers
especially for this purpose.

The bill lowers the standard for dealer disclosure. The bill (on
page 4, line 28), the bill requires any dealer who "knowingly
purchases for resale a vehicle that has been reacquired due to an
express warranty dispute between the last retail owner and the
manufacturer" to provide notice to prospective buyers. The
standard for disclosure in the current law is "knows or should
have known" (Civ.C. § 1795.8, which this bill would repeal.)

The decal would be in a very unobtrusive place -- on the left
doorframe, which used car buyers do not ordinarily inspect and
would not think to look. We prefer the requirement contained in
the model lemon disclosure law adopted by the National
Association of Attorneys General. The model law, which has been
adopted by several states, requires the decal to be on the
windshield, which is clearly more visible and provides meaningful
disclosure.

The bill proposes a more restrictive definition of "dealer" (for
purposes of disclosure obligations). The bill defines "dealer"
by reference to Vehicle Code § 285, and thus limits "dealer" to
persons licensed by the Department of Motor Vehicles. For
purposes of lemon disclosure, the current law (Civ.C. § 1795.8,
which this bill would repeal) is preferable as it defines
"dealer" more broadly. Vehicle Code § 285 is limited to licensed
dealers and also contains, by reference to § 286, a number of
exclusions which the Civil Code definition does not. (For
instance, the Civil Code definition only excludes banks and other
financial institutions, and state and local government agencies.
In contrast, the Vehicle Code provisions exempt persons who
export motor vehicles, persons temporarily retained as
auctioneers, and others.) The net effect would be to restrict
disclosure of lemons to licensed dealers -- unlike the -more
broadly drafted Civil Code definition.

We see no reason to limit disclosure and branding to buybacks
that occurred "within six months" of an arbitration proceeding or
lawsuit. This would give manufacturers an incentive to wait six
months and a day to reacquire the vehicle, at which point they
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would not have to brand it. We see no reason not to include
these vehicles, which are still lemons regardless of when they
were reacquired.

The notice to buyers would be couched in more neutral terms.
Current law requires the titling documents to include a
disclosure, acknowledged by the buyer, stating, "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 also would instead require the manufacturer to check
one (or both) of two boxes. The first box would state, "This
vehicle was reacquired by the vehicle's manufacturer in
resolution of a warranty dispute between the original
owner/lessee and the manufacturer." This language (reacquired

. . in resolution of a warranty dispute") is more neutral (and
less blameful of manufacturer fault) than the current "returned
due to a defect."

The second box would state, "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." [In
order to resell a lemon buyback, the defect must be corrected and
disclosed, and the manufacturer must guarantee in writing that
the vehicle is free of that defect: Civ.C. § 1793.22(f)].

Fiscal Impact:

None to this department. The Department of Motor Vehicles may incur
some costs, due to the requirement that the department distribute the
decals to manufacturers.

Support:

California Motor Car Dealers Association (sponsor)
Association of International Automobile Manufacturers

Opposition:

American Automobile Manufacturers Association
Center for Auto Safety
Consumers Union
Motor Voters

Arguments:

Pro: Proponents argue that a more aggressive vehicle labeling and
disclosure program would benefit consumers.

The Association of International Automobile Manufacturers supports
the bill but wants the disclosure to read, "Manufacturer's buyback"
rather than "lemon buyback."

Con: Opponents argue that the bill does not include informal
buybacks. Many buybacks are negotiated orally, and these would not
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be subject to disclosure and branding. Further, the Center argues
that the industry keeps inadequate buyback records.

The American Automobile Manufacturers Association opposes the current
version, but no one was available to discuss those concerns in
detail.

Please see Specific Findings for our concerns.

Recommendation: OPPOSE. This bill would significantly weaken
current consumer protections.

Prepared by: Gale Baker, Analyst. Telephone: 322-4294
Ray Saatjian, Deputy Director Telephone: 327-5196
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"I am returning Senate Bill No. 2566 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 persona including manufacturers who sell a motor
vehicle that is known or should be known to have been required to be replaced cr
accepted for restitution due to the inability of the manufacturer to conform the
vehicle to applicable warranties, ie required to disclose that fact to the buyer
in 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
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 cf Hotcr
Vehicles' record for that vehicle.

"I am concerned that this bill would result in a disclosure requirement based
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
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 unable
to be brought into conformity with warranty laws whether the manufacturer
voluntarily complied or was forced to by a court or arbitrator.

-I believe existing law is clear in setting,an equal standard for all such
vehicles to be re -Bold to consumers of this state.-
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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)

Opposition:

Center for Auto Safety
Motor Voters

Arguments:

Pro: Supporters of this bill would argue that a more aggressive
vehicle labeling and disclosure program can only benefit consumers.

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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DEPARTMENT OF FINANCE BILL ANALYSIS

ti
c;)

Finance notes that this bill would impose an estimated $96,000 in additional costs on the DMV to<7,
implement the bill, but provides no appropriation to cover the costs.

cp
cc)

This bill would
Repeal the Civil Code section that requires manufacturers or dealers to make a disclosure that thew
vehicle was previously returned due to a defect and instead create a section in the Vehicle Codeg
addressing this issue.

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.

w

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 buy back".

Require that re -acquired vehicles be re -titled in the name of the manufacturer.

AMENDMENT DATE: April 26, 1995 BILL NUMBER: AB 1381
POSITION: Neutral AUTHOR: J. Speier

BILL SUMMARY

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.

COMMENTS

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.

Analyst/Principal
(075 G. Jerome

Date Program Budget Manager Date
Wallis Clark

Dep.eputy Director

Governor's Office: By: Date:

Date

Position Noted
Position Approved

Position Disapproved
BLILL.ANALYSTS
BTH:A111381.751 05/11/95 10:36 AM

arm DE-13_0123J13L95. BAB)

2448



(2)

BILL ANALYSIS/ENROLLED BILL REPORT--LCONTINUEDj Form DF-43
AUTHOR AMENDMENT DATE BILL NUMBER

J. Speier April 26, 1995 AB 13 81

SO iFiscal Impact by Fiscal Year)
Code/Department LA

Agency or Revenue CO PROP
(Dollars in Thousands)

Fund
Type RV 98 FC 1994-1995 FC 1995-1996 FC 1996-1997 Code

2740/DMV SO

Fund Code: Title
0044 Motor Vehicle Account, STF

S $96 S $7 0044

5
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SUPPLEMENTAL ANALYSIS Business, Transportation & Housing Agency
DEPARTMENT

Motor Vehicles

AUTHOR

Spier

BILL NO.

AB 1381
SPONSOR

Author

RELATED BILLS

Identified in original analysis

AMENDED DATE

April 5, 1995
SUBJECT

Vehicles: Automotive Consumer Notification Act

These amendments would:
specify that the manufacturer must obtain the title of a "lemon buy hack" in the manufacturer's name
prior to sale, lease, or other transfer rather than the previously specified resale;

specify that the disclosure document he signed by the transferee rather than the buyer;

specify that a person damaged by a manufacturer not complying with the "lemon buy back" provisions
may bring action, and if successful shall recover as part of the judgment reasonable expenses and
attorney fees. The remedies provided in this section are cumulative and do not restrict any remedy
otherwise available, and;

require the department to issue a decal for the manufacturers to affix to the vehicle and specify the
manner in which it is to he affixed to the vehicle.

SST ANALYSIS.: Revised detailed fiscal analysis attached.

ARGUMENTS. FOR:

1. This bill would strengthen the disclosure provision to consumers as contained i n current law.

2. If complied with, this bill would assure that a title is branded before resale or lease of a vehicle returned
to the manufacturer because of warranty nonconformities.

Support for this bill would come from the motoring public and consumer advocacy groups.

ARGUMENTS AAINST:L

1. The department's concerns expressed by the previously suggested amendment language have not been
resolved.

2. Language should he added to require a copy of the disclosure notice to be submitted with the transfer
application. This would add some enforcement enhancement to the disclosure requirement.

DEPARTMENTS THAT MAY BE AFFECTED:

CONSUMER AFFAIRS
STATE MANDATE GOVERNOR'S APPOINTMENT _..._ LEGISLATIVE APPOINTMENT

DEPARTMENT POSITION

S 0
OUA

NP

NAR

DEFER

A AGENCY POSITION

S 0__

OUA

NP

NAR

DEFER

GOVERNOR'S OFFICE USE

Position Approved --
Position Disapproved

Position Noted

SA
_

SA

N__N
NA NA_X_

__
-- __

__
DEPWMENT

414t 4/10(
DATE

SP '. I-
AGENCY
err :,-.. ,...),-.

TE

1-;

BY: DATE:
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AB 1381 Vehicles: Automotive Consumer Notification Act 2
April 28, 1995

3. Remedies to stop manufacturers from taking vehicles out of state before branding, to identify unsafe
vehicles, and to establish a felony offense are absent.

4. Manufacturers and dealers would oppose the proposed brand as making the vehicle unsaleable.

5. In light of recent negative publicity regarding warranty returns, manufacturers and dealers may see this
bill as punitive.

6. The requirement to affix a label to a vehicle would he unenforceable.

7. This bill does not contain a mechanism for the department to recover its implementation costs.

Opposition to this bill would come from dealers and manufacturers.

RECOMMENDED 1311SITIQN;. The department's recommended position of NEUTRAL, IF
AMENDED remains valid.

This bill would strengthen California's lemon law by amending the current consumer automobile return
statutes, and by adding clarity to the Automobile Consumer Notification Act.

This bill would more clearly define and clarify those conditions that require the title of a vehicle to he
branded. Under this bill, the department would continue its current practice of branding titles for specified
conditions, and add a new titling brand for vehicles with identified safety defects.

AB 1381 would require the manufacturer to title a vehicle in the manufacturer's name reflecting "lemon buy
back" or "lemon buy back - safety defect", as appropriate. Any violation of this provision and related
provisions of this bill would he a felony.

The attached suggested amendments would:

provide further clarifying language regarding the requirements for dealers, manufacturers and the
Department of Motor Vehicles, and;

request an appropriation for implementation costs.

Note: This amendment language is consistent with the provisions contained in the department's
1995 legislative proposal B -95-59 which was approved in concept.

For further information, please contact:

Helen L. Fager
Legislative Liaison Office
657-6518
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AB 1381 Vehicles: Automotive Consumer Notification Act 3
April 27, 1995

SUGGESTED AMENDMENT LANGUAGE
AB 1381

AS AMENDED APRIL 5, 1995

AMENDMENT #1_

On page 2, line 1, after "SECTION 1.", INSERT:

Section 1793.22 of the Civil Code is amended to read:

1793.22. (a) This section shall he known and may he cited as the Tanner Consumer Protection Act.

(h) It shall he presumed that a reasonable number of attempts have been made to conform a new motor

vehicle to the applicable express warranties if, within one year from delivery to the buyer or 12,000 miles on

the odometer of the vehicle, whichever occurs first, either (1) the same nonconformity has been subject to

repair four or more times by the manufacturer or its agents and the buyer has at least once directly notified

the manufacturer of the need for the repair of the nonconformity or (2) the vehicle is out of service by

reason of repair of nonconforrnities by the manufacturer its agents for a cumulative total of more than 30

calendar days since delivery of the vehicle to the buyer. The 30 -day limit shall he extended only if repairs

cannot he performed due to conditions beyond the control of the manufacturer or its agents. The buyer

shall he required to directly notify the manufacturer pursuant to paragraph (1) only if the manufacturer has

clearly and conspicuously disclosed to the buyer, with the warranty or the owner's manual, the provisions of

this section and that of subdivision (d) of Section 1793.2, including the requirement that the buyer must

notify the manufacturer directly pursuant to paragraph (1). This presumption shall he a rebuttable cwn

presumption affecting the burden of proof, and it may he asserted by the buyer in any civil action, including

an action in small claims court, or other formal or informal proceeding.

(c) If a qualified third -party dispute resolution process exists, and the buyer receives timely

notification in writing of the availability of the qualified third -party dispute resolution process with a

description of its operation and effect, the presumption in subdivision (h) may not he asserted by the buyer

until after the buyer has initially resorted to the qualified third -party dispute resolution process as required

in subdivision (d). Notification of the availability of the qualified third -party dispute resolution process is

not timely if the buyer suffers any prejudice resulting from any delay in giving the notification. If a ssont,

qualified third -party dispute resolution process does not exist, or if the buyer is dissatisfied with that third-
o

party decision, or if the manufacturer or its agent neglects to promptly fulfill the terms of the qualified

third -party dispute resolution process decision after the decision is accepted by the buyer, the buyer may

assert the presumption provided in subdivision (h) in an action to enforce the buyer's rights under

subdivision (d) of Section 1793.2. The finding and decision of a qualified third -party dispute resolution

process shall he admissible in evidence of the action without further foundation. Any period of limitation

of actions under any federal or California laws with respect to any person he extended for a period equal to

the number of days between the date a complaint is filed with a third -party dispute resolution process and

the date of its decision or the date before which the manufacturer or its agent is required by the decision to

fulfill its terms if the decision is accepted by the buyer, whichever occurs later.

(d) A qualified third -party dispute resolution process shall he one that does all of the following: N
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AB 1381 Vehicles: Automotive Consumer Notification Act 4
April 27, 1995

(1) Complies with the minimum requirements of the Federal Trade Commission for informal dispute

settlement procedures as set forth in Part 703 of Title 16 of the Code of Federal Regulations, as those

regulations read on January 1, 1987.

(2) Renders decisions which are binding on the manufacturer if the buyer elects to accept the decision.

(3) Prescribes a reasonable time, not to exceed 30 days after the decision is accepted by the buyer,

within which the manufacturer or its agent must fulfill the terms of its decisions.

(4) Provides arbitrators who are assigned to decide disputes with copies of, and instruction in, the

provisions of the Federal Trade Commission's regulations in Part 703 of Title 16 of the Code of Federal

Regulations as those regulations read on January 1, 1987, Division 2 (commencing with Section 2101) of

the Commercial Code, and this chapter.

(5) Requires the manufacturer, when the process orders, under the terms of this chapter, either that the

nonconforming motor vehicle he replaced if the buyer consents to this remedy or that restitution he made to

the buyer, to replace the motor vehicle or make restitution in accordance with paragraph (2) of subdivision

(d) of Section 1793.2.

(6) Provides, at the request of the arbitrator or a majority of the arbitration panel, for an inspection and

written report on the condition of a nonconforming motor vehicle, at not cost to the buyer, by an automobile

expert who is independent of the manufacturer.

(7) Takes into account, in rendering decisions, all legal and equitable factors, including, hut not limited

to, the written warranty, the rights and remedies conletTed in regulations of the Federal Trade Commission

contained in Part 703 of Title 16 of the Code of Federal Regulations as those regulations read on January

1, 1987, Division 2 (commencing with Section 2101) of the Commercial Code, this chapter, and any other

equitable considerations appropriate in the circumstances. Nothing in this chapter requires that, to he

certified as a qualified third -party dispute resolution process pursuant to this section, decisions of the

process must consider or provide remedies in the form of awards of punitive damages or multiple damages,

under subdivision (c) of Section 1794, or of attorneys' fees under subdivision (d) of Section 1794, or of

consequential damages other than as provided in subdivisions (a) and (h) of Section 1794, including, hut

not limited to, reasonable repair, towing, and rental car costs actually incurred by the buyer.

(8) Requires that no arbitrator deciding a dispute may he a party to the dispute and that no other

person, including an employee, agent, or dealer or the manufacturer, may he allowed to participate

substantively in the merits of any dispute with the arbitrator unless the buyer is allowed to participate also.

Nothing in this subdivision prohibits any member of an arbitration board from deciding a dispute.

(9) Obtains and maintains certification by the Department of Consumer Affairs pursuant to Chapter 9

(commencing with Section 472) of Division 1 of the Business and Professions Code.

(e) For the purposes of subdivision (d) of Section 1793.2 and this section, the following terms have

the following meanings:

(1) "Nonconformity" means a nonconformity which substantially impairs the use, value, or safety of

the new motor vehicle to the buyer or lessee.
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(2) "New motor vehicle" means a new motor vehicle which is used or bought for use primarily for

personal, family, or household purposes. "New motor vehicle" includes the chassis, chassis cab, and that

portion of a motor home devoted to its propulsion, but does not include any portion designed, used, or

maintained primarily for human habitation, a dealer -owned vehicle and a "demonstrator" or other motor

vehicle sold with a manufacturer's new car warranty but does not include a motorcycle or a motor vehicle

which is not registered under the Vehicle Code because it is to he operated or used exclusively off the

highways. A "demonstrator" is a vehicle assigned by a dealer for the purpose of demonstrating qualities

and characteristics common to vehicles of the same or similar model and type.

(3) "Motor home" means a vehicular unit built on, or permanently attached to, a self-propelled motor

vehicle chassis, chassis cab, or van, which becomes an integral part of the completed vehicle, designed for

human habitation or recreational or emergency occupancy.

(-04) Except-aspre-videdin-paragraph E2-},noperson shall sellreither-at-wholesale-or-retail-, leaseTor

transfef -mote& -vehicle transfeffed to -if buyer or -lessee -to -irrianufacturef wsuaot ti paragraph E2) of

subdivision -0) of Section 4793:2 Of -a-similaf statute of any othefstate;unless the mitufe-of-the

nonefinfoimityexpelieneed by-theoliginal buyef of -lessee -is clearly -and conspicuously diselosed-te-the

prospeetive-Buyer;lessee,or-transferee, the iieliefflifoffnity-is coffeeted, and the -manufacturer -warrants to

the new buyer, lessee, or -transferee in writing fors--a period of Ofie year that themotof vehicle is free of -that

noriefinformily.

E2) Except -for -the -requirement -that -the nature -of -the nonconformity- be-diselosed to -the -transferee-,

paragraph -(1) flees -not -apply to the transfer of -amotofvehiele-to-an educatiorail institution if -the -purpose -of

the transfer is to make the -meter vehicle available for use in autornotiverepaif-courses.

SEC. 2,

AMENDMENT #2

On page 3, line 18, after "SEC." DELETE:

2-Sectien 1--795Afif-theGivil Cede is repealed

and INSERT:

S_EL 1. Section 1795, of the Civil code is amended to read:.

1795.8. (a) The Legislature finds and declares that the expansion of state warranty laws covering new

and used cars has given important and valuable protection to consumers; that in states without this valuable

warranty protection used and irreparable motor vehicles are inundating the marketplace; that other states

have addressed this problem by requiring notices on the title of these vehicles warning consumers that the

motor vehicles were repurchased by a dealer or manufacturer because either the vehicle could not he

repaired in a reasonable length of time 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 75°
1>'Legislature hereby enacts the Automotive Consumer Notification Act. 5
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April 27, 1995

(h) For purposes of this section, th following dufinitions apply;

1) "d- Dealer" means any person engaged in the business of selling, offering for sale, or negotiating

the retail sale of nw or used motor vehicles 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.

"Dealer" does not include a bank or other financial institution, or the state, its agencies, bureaus, boards,

commissions, authorities, or any of its political subdivisions. A person shall he deemed to he engaged in

the business of selling used motor vehicles if the person has sold more than four used motor vehicles in the

preceding 12 months.

f.21 "Motor vhi_cit" means a vhigJg as defind in Section 411 of th fok
CD "Nonconformity" mansaduct malfunction or condition that fails to _conform to thq warranty,

but does not include a defect malfunction or .Rondition that results from an aL:ddenLabuse.ne_glest

.modification, or alteration of the motor vehicle by persons othr than the manufacturer or its authorized

service agent.,

"Safety defect" mans any defect or condition, normally covered by a vehicle warranty, wh4;11i5

likely to cause dath or serious bodily injury or which otherwise substantially impairs_ or noses .a risk talk

safe oration of a motor vehicle, "Safety defects" include but are not limited to: malfunctions or failures

of Ilk braking 5yskm, steering systm,ngine suspension system, or transmission,

i51 _uhstantially means to render the motor vehicle until, unreliable, or unsafe for warranted,

or ordinary use, or to significantly diminish the value of the vehicle..

(c) Any Lo person, including any dealer or manufacturer, selling shall sell a motor vehicle in this state

this is known or should he known to have been required hy4aw-to-he replaced Of required key -law -to

accepted -for -restitution by ainanufacturef4ue to -the -inability of -the flittliti factufer to-c-onfonn-the--vehiele-to

applicable-ivannnties fhlfStlaRt to Ed4-of Section 1793.2 OF that is known Of should be -known to

have been required by law to he replaced Of required by -law -to -be -accepted for-restitution-hy--a- dealer or

fliailtifiteturef-due-te the inability of -the -dealer Of factures-te conform the vehicle to warfanties-required

by any other-applicable-laiv-of this state;any-etherstatei-or federal law mall disclose that fact to the buyer in

vetting prior -to -the purehiLse and * dealeret-flittlitifacturef shall include-as-pail-tthet-itling-ilocumenti.of

the vehiele-the-following disclosure statement set-fofth-kei-a-separate 40ettffieRfiliid signed by-thebuyer:

THIS MOTOR-VEHICLE-44AS BEEN -RETURNED TO -THE DEALER OR MANUFACTURER

DUE TO -A DEFECT -I-N THE VEHICLE PURSUANT TO CONSUMER WARRANTY -LAWS."

repurchased by the manufacturer or manufacturer's agent because it had..nonconformity which was not or

could not he repaired, or within one year from dliveu to the original retail buyer or 12,000 miles on the

giam '..ter of the_ vehicle, either thsani.non.ci2nformity has been 5ubiect to rubair four a more times by 11-1

manuLcturutoriLs,,_ag.atts_and_th. buyer has at kast once directly notifid the manufacturer of the ned for

.the_rena.ir oith.nonconformity or the vehicle is out of service by reason of repair of nonconformitis hy

Ih_manillarturr_or its awns for a cumulative total of more than 3() calendar days since delivery of the

yuhick to the buyer, -unless:

SON'-
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t= manufacturer has obtained uiiik in itsameidlcciing "lemon iiuy hack" DE "lemur uXbc
set -'w", as appropriate, Uursuanito suhdivisinpiel £21 hf jjp Minn jnd Section 445_3 .(h)f2) hf.±_te

NjehigleChde,

Thmanuilciurer provides the same express warranty it provided to thg original purchaser,

prpvided that the term of the warranty is not less than 12,000 miles nr 12 mnnilis after the date of resale.,

a The manufacturer provides_ theonsumff with a written notice pursuani to Vehicde Code Sectinn

J1/13.11

id). The disclosure reauiremeni in suhdivision fg).i,sgumulative with all other consumer nhtige

eauirements, and does not relieve any perspn, in&ding any dealer or manufacturer, from complying with

any gther applicahlg law, i ncluding any ghmpamble autnninbk warranty laws in other states,

fej fll fA). Whnever n vehicle is repurchased hy, replaced hy, or returned manufacturer or dole"

due to an identified aakty elefeer thg ownership certificate and record of the vehick shall he hranded with.

thg wads "lemon buyback - safety defect"_

g3) Whenr a vehicle is =purchased by, replaced hy, nr returned to a manufacturer or dealer due to

an identified defecinoi affecting thg safety of the vehicle, the ownffship certificate and record of the vehicle

shall he hranded with the wards "lemon buyback",

(21 When a vehicle titled or registered in California has been repurchased hy DI returned to the,

manufacturer or a California deakr dug to a "safety defect", or other identified deLect not affecting the

safety of thg vehicle, the manufacturer shall immediately apply to the California Department of Motor

Vehicles for a title in the name of thg manufacturer. As part of the application, the manufacturer shall

provide in writing on a form approved hy the department: (1) the reason for the repurchase nr return

including the nature_ of the dekct and i21 a statement that the vehicle shall not he resold in this state unless

thesafet deLect is repaired. The department shall hrand the titk issued to the manufacquer, and all

stib_.mqueni ti lestnahg motor vehicae with the wards "lemon huy hack - safetydeLect" nr "krnhn huy

hack".. as apprppriate..

(d) aThe disclosure requirement in subdivision (c) is cumulative with all other consumer notice

requirements, and does 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 or comparable

automobile warranty laws in other states.

11;1 Anysiolaii on °Late provisinns of this section pertaining to a vhick =urchaw_d hy, reulgce

nr returned to a manufacturer or cleakr due to an identified safety defect shall he a felon,

AMENDMENT #3

On page 3, line 19, after "SEC.", DELETE:

5.\-519
and INSERT:

4.
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AMENDMENT #4

On page 4, line 12, after "(7)", INSERT:

AMENDMENT #5

On page 4, line 12, before "under", INSERT:

hy st manilacigigr Qr dealD-

AMENDMENT #6

On page 4, line 18, before "registration", INSERT:

QwnD-hiv, an i

AMENDMENT #7

On page 4, line 21, INSERT:

ill) A motor vghiclg wurned to a dealer Qr manufacturer, for which the dealer or manufactur

ir_auir0 cart of thg titlingdQcilmnts of thg vghi.g thgdlisclosurg 5.taternDit5&ILQqh in Civil

Code segtiQn 1195.8, If Ihg 1 f cj toulting in the wurn Qf vghicle io a kalg Qr manufacturguuld
afEQct Ihg safe operatiQnQlft reflected Qn rD:Qrd and any iitk and

registration gArd hy "lemma buy back - 5.akty LEQct%

AMENDMENT #8

On page 4, line 30, after "SEC.", DELETE:

4:

and INSERT:

5

AMENDMENT #9

On page 4, line 34, after "used", DELETE:

cars

and INSERT:

rnowr whido_
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AMENDMENT #10

On page 5, line 12, after "(h)", INSERT:

zumsg_s_.of this_sectiOn,.1k.Loilowing definitions apply_;

(1).'Df,_ale'_mrana any person engaged in _the Business of selling, offering La sale, or negotiating the

rdail.aakQf.MV_QE used motor vehicles or selling motor vehicles as .ahroket or Ago' fBr another,

including the officga, agents, and employees of the person and il.nXgQinhinatiQn Isao.igiQn of dealers,
"Defiler" daQa not inc:It& hank Qrotkr financial institution,or tlk state, iL5 agocio,huraus hoads,

commis_sions, authoriks, or ariof its nolitia ,snhnivisions. A Gerson 5_141 deemed I4 hDigagQd in

the hthsinoaQf atllinguvd mat or i aQrsQn huh Sold mom than Lour us0 motor vfhicks in Ilk

nrecrding 12 months_

(2). "Motor means a vdiick 1.5 defirw.I in Section 415.of the VelickCock.,

£3). "IlorionLormiti means a defect. malfunction or condition that fails to conkrrn to the warrants,

hut ds not inclukijj&fect, malfunction or condition that results from an accident, ahtist. naect,

.modification, or alteration of the motor vehicle By nersons other than the manufacturer or iLS.authorizfsi

service agent.

£4) "Safety defect" meariaand.[Qct or condition, norma& covred by a vehicle warranty, which is

likely tocuuse death= or serious Bodily injury Qr which otherwise suhstantially impairs or poses a risk to the 5
sale operation Qfil. motor vehij. "S_akty ckfts" include But are not limited to: malfunctions or failures

of the Braking SXSIem, steering system, engine, suspension systDn, or transmission,

,5). "substantially impair" means to render the motor vehicle unfit, unreliahk, or unsafe for warranld 1-z
Qr ordinary use,or to significantliminish the value of the vdiick..

AMENDMENT #11.

On page 5, line 12, DELETE:

Eh)
 len1

and INSERT: sa

AMENDMENT #12

On page 5, line 18, DELETE:

ownership certificate

and INSERT:

c&rtificatownershi.a and registration
cpc-51-/
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AB 1381 Vehicles: Automotive Consumer Notification Act 10
April 27, 1995

AMENDMENT #11

On page 5, line 19, after "hack", DELETE:

and

and INSERT:

2r "km2n huy hack - sikty dQIfr&t.s", as apprQpriatr, The manufa2turff or dealer shall

AMENDMENT #14

On page 5, line 37, DELETE:

(-0

and INSERT:

L._11

AMENDMENT #15

On page 6, line 1, after "execute", INSERT:

undffth.mnallyaf perjury

AMENDMENT #16
co

On page 6, line 3, after "or, DELETE:

a

and INSERT:

the

AMENDMENT #17
zizio

On page 6, line 4, after "11713.11.", INSERT:
au%

A cuy of the ackn2wkdgment notice signed hy the buyer and manufacturer shall be submitted to

IlKdr,partmnt as part 2f thg application t2 transfer 2wnffshi.a.,

AMENDMENT #18

On page 6, line 5, DELETE:

(1)

and INSERT:
0)1/4.-b5
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AB 1381 Vehicles: Automotive Consumer Notification Act 11
April 27, 1995

AMENDMENT #19

On page 6, line 9, after "execute", INSERT:

the niilty Qf p&rjury

On page 6, line 12, after "of', DELETE:

a

and INSERT:

the

AMENDMENT #20

AMENDMENT #21.

On page 6, line 13, after "11713.11.", INSERT:

A copy of the acknawledgmenj notice signed iy the buyer and the dealer shall he aubmittd t2 the

dg.aartment a,sart af the application to transfer Dvnershi,

AMENDMENT #22

On page 6, line 33, after "SEC.", DELETE:

and INSERT:

6.

AMENDMENT #23

On page 8, line 33, after "SEC.", DELETE:

and INSERT:

1
AMENDMENT #24

On page 9, line 6, after "SEC.", DELETE:

and INSERT:
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AB 1381 Vehicles: Automotive Consumer Notification Act 12
April 27, 1995

AMENDMENIL25

On page 9, line 9, after "SEC.", DELETE:

and INSERT:

2 Tb sum, of ninety fiveth.guszin righi twig J_Qllars ($95.802.1 is krt.tx appropriated IQ tit

.Denutment of Motor frQm the Motor Vehicle AgcQuniin the algte Transportation Fund sr

nurpose,5 Qf implementing the umviaiQns of this gct,.

S_EL 1Q
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AB 1381 Vehicles: Automotive Consumer Notification Act 13
April 28, 1995

FISCAL STATEMENT
AB 1381

AS AMENDED APRIL 5, 1995

The department would he required to change its "warranty return" brand to "lemon buy back".

The department would he required to transfer title into the manufacturer's name. Each of these
applications would contain a statement of facts identifying that the vehicle is a buy back and to he
branded.

Assumgli2na;

1. EDP would require 677 hours @ $50 per hour to modify the programs to brand the title/registration
card and to mark the record.

2. The department would process approximately 2,0(X) manufacturer transfers due to warranty buy backs.
50% (1,(X)0) of the transfers would he processed in the field offices at a Motor Vehicle Field
Representative (A) level and 50% of the transfers would he processed in headquarters by a Motor
Vehicle Technician (B). The transfers in field office would take approximately 6.5 minutes and in
headquarters they would take 10 minutes.

3. 13% would he returned for incomplete statements regarding the buy back. The transfers in field office
would take approximately 6.5 minutes and in headquarters they would take I() minutes.

4. Field offices would require 1 minute talk time per application.

5. 2% of the transfers would have to he corrected in headquarters. Each transaction would take 5.5
minutes at the Motor Vehicle Technician (B) level.

6. The Forms Management Unit would have to obtain the decal for distribution to the manufacturer. The
cost for each decal would he $.12.

7. Regulations would he required to administer the provisions of the bill. To complete the regulatory
process would require .5 PY at the Staff Services Analyst level in the Program and Policy
Administration Division.

8. Program and Policy Administration Division would require .25 PY at the Manager III level for program
administration.

9. Program and Policy Administration Division would develop the informational memo and update
affected manuals. Administration Division would print the information and Headquarters Operations
Division would distribute the material. An additional memo would he sent to industry at a cost of
$2,500.

10. Department personnel would not verify application of the decal.
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DEPARTMENT OF MOTOR VEHICLES
LEGISLATION ANALYSIS

FISCAL DETAIL BILL NO: AB 1381

TITLE: Vehicles: Automotive Consumer Notifications Act
DIVISION: Departmental Summary Amendment Date: 4.5.95
SECTION:

PERSONNEL YEARS EXPENDITURES
_aALAFtlfa WAGE$ 95/96 96/97 97/98 95/96 96/97 97/98

Administration 0.0 0.0 0.0 0 0 0
Headquarters Operations 0.1 0.1 0.1 2,862 2,862 2,862
Program and Policy Adm 1.1 0.0 0.0 27,590 0 0
Field Operations 0.1 0.1 0.1 2,524 2,524 2,524
EDP Services 0.0 0.0 0.0 0 0 0

TOTAL SALARIES AND WAGES 1.3 0.2 0.2 $32,976 $5,386 $5,386
Partial Year Adjust 0.0 0.0 0.0 0 0 0

Salary Savings 0.0 0.0 0.0 0 0 0

NET SALARIES AND WAGES 1.3 0.2 0.2 $32,976 $5,386 $5,386

STAFF BENEFITS DETAIL:
OASDI 2,432 397 397
Dental 577 94 94
Health & Welfare 4,097 670 670
Retirement 3,229 527 527
Workers Compensation 1,033 169 169
IDL 204 34 34
NDL 82 13 13
Unemploy Insurance 53 9 9

Other 184 30 30
Life Insurance 18 3 3

Vision Insurance 155 25 25
Medicare Insurance 12 2 2

SUBTOTAL XXXX XXXX XXXX $12,076 $1,973 $1,973

TOTAL PERSONAL SERVICES 1.3 0.2 0.2 $45,052 $7,359 $7,359

OPERATING EXP/EQUIP XXXX XXXX XXXX 50,750 0 240

TOTAL EXPENDITURES 1.3 0.2 0.2 $95,802 $7,359 $7,599

4.27.95 86081 fiscal Page 1

2463



I

DEPARTMENT OF MOTOR VEHICLES
LEGISLATION ANALYSIS

FISCAL DETAIL BILL NO: AB 1381

TITLE: Vehicles: Automotive Consumer Notifications Act
DIVISION: Departmental Summary
SECTION:

_QPEBAING EZPLEQUiE
EXPENDITURES

95/96 96/97 97/98

General Expense

Printing

Communications

Postage

0

12,000

0

2,500

0

0

0

0

0

0

0

0

r -
Insurance 0 0 OCT)

6
Travel: In -state 0 0 O

0
cp

Travel: Out -of state 0 0 OS

Training 0 0 Ow
0

Facilities Operations 0 0 Oct
w
co

Utilities 0 0 012
w
1-

Cons & Prof Svcs: Interdeptil 0 0 0z
w
>

Cons & Prof Svcs: External 0 0 OF
<
_1
coConsolidated Data Centers 0 0 0(7,
w
_1

Data Processing 33,850 0 C...,6

:lois
Central Administrative Svcs - Prorata 0 0 C110;sax

Equipment 0 0 0

OTHER ITEMS OF EXPENSE: 0 0 0

Vehicle Operations 0 0 0

Tabs & Stickers 2,400 0 240

Bicycle Indicia 0 0 0

License Plates 0 0 0

TOTAL OPERATING EXP/EQUIP $50,750 $0 $240

417.95 ab,181 fiscal Page 2 A110
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AB_1381
Page 1

CONCURRENCE IN SENATE AMENDMENTS

AB 1381 (Speier) - As Amended: August 21, 1995

ASSEMBLY VOTE: 75-00 (June 1, 1995) SENATE VOTE: 36-0 (September 1, 1995)

Original Committee Reference: TRANS,

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]

As passed by the Assembly, this bill:

1) Revised and recast the Automotive Consumer Notification Act, moving it
from the Civil Code to the Vehicle Code.

2) Required 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;

b) Were reacquired during or within six months after the conclusion of
arbitration or litigation; or

c) Were reacquired within six months after the buyer made a written
request to the manufacturer for replacement or a refund.

3) Required 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

LIS - 16
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AB 1381.

Page 2

notation "lemon buy back." No person shall remove or alter the notice.

4) Required 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. Required the new buyer to sign notice.

5) Applied 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) Provided that any buyer damaged by the failure of a manufacturer or dealer
to comply will have the sane tights and remedies provided by the Civil
Code Section 1794.

The Senate amendments:

1) Make legislative findings and declarations.

2) Delete the provision that allows any person damaged by the failure of a
manufacturer or dealer to comply with provisions in the bill to have the
same rights as those provided to a buyer of consumer goods by provisions
relating to warranty.

3) Require that a specified decal to be affixed by a manufacturer to a motor
vehicle be either on the left front door frame of the vehicle or, if the
vehicle does not have a left front door frame, in a location designated by
DMV.

z
4) Modify the Warranty Buyback Notice.

z

5) Specify that this act must apply only to vehicles re -acquired by a
manufacturer on or after January 1, 1996 and must not affect any
proceeding relating to vehicles reacquired prior to January 1, 1996.

FISCAL EFFECT

Unknown titib.
COMMENTS soso

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:

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.
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AB 138t
Page 3

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
year.

Analysis prepared by: John Stevens / atrans / 445-1616

FN 019623
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AB 1381-- VEHICLE BUY BACKS

MR. CHAIRMAN, MEMBERS:

AB 1381 IMPROVES DISCLOSURES THAT MUST BE
PROVIDED TO CONSUMERS WHEN A DEALER RESELLS
A VEHICLE PREVIOUSLY REPURCHASED FROM THE Wr
ORIGINAL OWNER BY THE MANUFACTURER.

THE DMV AND THE ASSEMBLY CONSUMER
PROTECTION COMMITTEE HAVE BOTH DOCUMENTED
THAT HUNDREDS OF CONSUMERS HAVE PURCHASED
CARS FROM DEALERS WITHOUT THE KNOWLEDGE
THAT THESE CARS HAD BEEN BOUGHT BACK BY THE
MANUFACTURER AND THAT SOME OF THESE
VEHICLES WERE RECYCLED LEMONS --THAT IS --THE
CARS HAD MECHANICAL PROBLEMS WHICH COULD
NOT BE FIXED AFTER A REASONABLE NUMBER OF
REPAIR ATTEMPTS.

AT TIMES THE FAILURE TO DISCLOSE A CAR'S
PRIOR HISTORY WAS CLEARLY ILLEGAL UNDER
EXISTING LAW, AT OTHER OTHER TIMES THIS
FAILURE TO DISCLOSE WAS A PRODUCT OF
VAGUENESS IN THE LAW AND/OR SLIPPERY SALES
PRACTICES AT AUTO AUCTIONS WHICH SERVED TO
COVER A VEHICLE'S PAPER TRAIL. AT TIMES
EVEN THE DEALER WAS UNAWARE THAT THE
VEHICLE ON THE LOT WAS A LEMON PACKAGED AS
A PEACH.

AB 1381, WHICH IS SPONSORED BY THE
CALIFORNIA MOTOR CAR DEALERS ASSOCIATION,
IMPROVES CONSUMER PROTECTION AS FOLLOWS:

LIS - 17a
141

4.1)
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1. ANY VEHICLE REPURCHASED BY THE
MANUFACTURER DUE TO CUSTOMER DISATISFACTION
CANNOT BE RESOLD UNLESS IT IS ACCOMPANIED
BY A DISCLOSURE FORM THAT LISTS THE REASON
OR REASONS WHY THE VEHICLE WAS REPURCHASED.
ANY REPAIRS MADE TO THE VEHICLE TO CORRECT
CITED PROBLEMS WOULD ALSO BE LISTED. THIS
FORM WOULD BE SIGNED BY THE MANUFACTURER,
THE DEALER AND THE BUYER.

UNDER CURRENT LAW THERE IS NO SUCH
DISCLOSURE FORM.NOR IS DISCLOSURE REQUIRED
OF MOST BUY BACK TRANSACTIONS.

2. THE BILL ALSO REQUIRES THAT ANY VEHICLE
BOUGHT BACK UNDER CURRENT LAW PROVISIONS
WHICH TRIGGER BRANDING BE BRANDED IN THE
MANUFACTURER'S NAME. CURRENTLY, THE
ORIGINAL OWNER'S NAME STAYS ON THE BRANDED
TITLE UNTIL THE VEHICLE IS SOLD TO A SECOND
CONSUMER.

AB 1381'S BRANDING PROVISION ALSO REQUIRES
THAT DMV RETITLE THE VEHICLE WITH THE TERM,
" FACTORY BUYBACK " AND THAT A " FACTORY
BUYBACK " DECAL WOULD HAVE TO BE AFFIXED ON
THE LEFT DOOR JAMB.

THE TERM USED IN CURRENT LAW IS " WARRANTY
RETURN " WHICH IS CONFUSING, AT BEST. ALSO,
UNDER CURRENT LAW, THERE IS NO DECAL USED.

3. FINALLY, THE BILL RESTRICTS REFUNDS OF
SALES TAX ON BUY BACKS TO BRANDED VEHICLES.
THIS PROVISON CLARIFIES CURRENT LAW.

w
0

w

H
w
z

(9z

w

w

Nibs

i

Az
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MY INTENT WITH THIS BILL IS TO PROVIDE
CONSUMERS WITH A VERY IMPORTANT DISCLOSURE
DOCUMENT REGARDING THEIR POSSIBLE PURCHASE
OF A VEHICLE WHICH SOMEONE ELSE DID NOT
WANT. IT'S A MATTER OF BUYER BE INFORMED!

I HAVE WORKED WITH THE CONSUMER ATTORNEYS
OF CALIFORNIA WHO, AFTER THIS LATEST SET OF
AMENDMENTS, ARE NO LONGER IN OPPOSITION TO
THE BILL.

WITH ME TODAY IS PETER WELCH, REPRESENTING
CALIFORNIA CAR DEALERS. I ASK FOR YOUR AYE
VOTE.
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short version....

AB 1381-- VEHICLE BUY BACKS

concurrence in Senate Amendments

MR. SPEAKER, MEMBERS:

AB 1381 IMPROVES DISCLOSURES THAT MUST BE
PROVIDED TO CAR BUYERS WHEN A DEALER
RESELLS A VEHICLE PREVIOUSLY REPURCHASED
FROM THE ORIGINAL OWNER BY THE
MANUFACTURER.

THE SENATE AMENDMENTS SIMPLY:

1. REWORDED THE BRAND THAT WOULD APPEAR ON
TITLE, DISCLOSURE FORMS AND ON A DECAL
AFFIXED TO THE LEFT DOOR JAMB.
SPECIFICALLY, INSTEAD OF " LEMON BUY
BACK, " THE WORDING WOULD BE " lEMON lAW
BUYBACK. " THIS WORDING IS IN SHARP
CONTRAST TO THE CURRENT LAW NEBULOUS TERM:
WRNTY RTD.

2. SPECIFIED THAT THE BILL ONLY APPLY TO
VEHICLES RE -ACQUIRED BY A MANUFACTURER ON
OR AFTER JANUARY 1, 1996.

3. AND MAINTAINED EXISTING CIVIL REMEDIES
FOR CONSUMERS AGGRIEVED BY RECYCLED LEMON.

THE DMV HAS DOCUMENTED THAT HUNDREDS AND
HUNDREDS OF CONSUMERS HAVE PURCHASED CARS
FROM DEALERS WITHOUT THE KNOWLEDGE THAT
THESE CARS HAD BEEN BOUGHT BACK BY THE

A`'
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MANUFACTURER AND THAT SOME OF THESE
VEHICLES WERE RECYCLED LEMONS --THAT IS --THE
CARS HAD MECHANICAL PROBLEMS WHICH COULD
NOT BE FIXED AFTER A REASONABLE NUMBER OF
REPAIR ATTEMPTS.

THIS BILL IS SPONSORED BY THE CALIFORNIA
MOTOR CAR DEALERS ASSOCIATION. OUR CAR
DEALERS DON'T LIKE THE VAGUENESS IN CURRENT
LAW WHICH, ON PAPER, ALLOWS PEACHES TO
BECOME LEMONS..THAT IS THERE IS SOME
QUESTION ON WHEN BUYBACK STATUS HAS TO BE
REVEALED.THIS VAGUENESS TRIGGERS LAWSUITS.

AB 1381 REQUIRES THAT ALL MANUFACTURER
BUYBACKS BE DISCLOSED TO THE DEALER AND TO
THE BUYER. THE DISCLOSURE PROVIDES
INFORMATION ON PROBLEMS, REPAIRS MADE AND A
STATEMENT ON WHETHER OR NOT THE CAR WAS
BOUGHT BACK UNDER PROVISIONS OF THE LEMON
LAW.

THIS BILL HAS NOT HAD ANY NEGATIVE VOTES IN
EITHER HOUSE.

MEMBERS,
PURCHASE
KICK THE
DECAL. I

WHEN IT COMES TO CONTEMPLATING THE
OF A LOW -MILEAGE USED CAR, LET'S
TIRES AND LOOK FOR THE LEMON
ASK FOR YOUR AYE VOTE.

/1'5
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AB 1381-- VEHICLE BUY BACKS

MR. CHAIRMAN, MEMBERS:

AB 1381 IMPROVES DISCLOSURES THAT MUST BE
PROVIDED TO CONSUMERS WHEN A DEALER RESELLS
A VEHICLE PREVIOUSLY REPURCHASED FROM THE
ORIGINAL OWNER BY THE MANUFACTURER.

THE DMV HAS DOCUMENTED THAT HUNDREDS OF
CONSUMERS HAVE PURCHASED CARS FROM DEALERS
WITHOUT THE KNOWLEDGE THAT THESE CARS HAD
BEEN BOUGHT BACK BY THE MANUFACTURER AND
THAT SOME OF THESE VEHICLES WERE RECYCLED
LEMONS --THAT IS --THE CARS HAD MECHANICAL
PROBLEMS WHICH COULD NOT BE FIXED AFTER A
REASONABLE NUMBER OF REPAIR ATTEMPTS.

THE DMV WHICH WOULD ENFORCE THE PROVISIONS
OF THE BILL HAS A NEUTRAL POSITION ON THE
BILL, WHICH IS SPONSORED BY THE CALIFORNIA
MOTOR CAR DEALERS ASSOCIATION.

DIFFERENCES WITH THE CALIFORNIA CONSUMER
ATTORNEYS HAVE BEEN WORKED OUT...WITH ME
TODAY IS PETER WELCH OF THE MOTOR CAR
DEALERS...I ASK FOR YOUR AYE VOTE.

A Le
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ADDITIONAL INFORMATION

AB 1381 IMPROVES CONSUMER PROTECTION AS
FOLLOWS:

1. ANY VEHICLE REPURCHASED BY THE
MANUFACTURER DUE TO CUSTOMER DISATISFACTION
CANNOT BE RESOLD UNLESS IT IS ACCOMPANIED
BY A DISCLOSURE FORM THAT LISTS THE REASON
OR REASONS WHY THE VEHICLE WAS REPURCHASED.
ANY REPAIRS MADE TO THE VEHICLE TO CORRECT
CITED PROBLEMS WOULD ALSO BE LISTED. THIS
FORM WOULD BE SIGNED BY THE MANUFACTURER,
THE DEALER AND THE BUYER.

UNDER CURRENT LAW THERE IS NO SUCH
DISCLOSURE FORM.NOR IS DISCLOSURE REQUIRED
OF MOST BUY BACK TRANSACTIONS.

2. THE BILL ALSO REQUIRES THAT ANY VEHICLE
BOUGHT BACK UNDER CURRENT LAW PROVISIONS
WHICH TRIGGER BRANDING BE BRANDED IN THE
MANUFACTURER'S NAME. CURRENTLY, THE
ORIGINAL OWNER'S NAME STAYS ON THE BRANDED
TITLE UNTIL THE VEHICLE IS SOLD TO A SECOND
CONSUMER.

AB 1381'S BRANDING PROVISION ALSO REQUIRES
THAT DMV RETITLE THE VEHICLE WITH THE TERM,
" LEMON LAW BUYBACK " AND THAT A " LEMON
LAW BUYBACK " DECAL WOULD HAVE TO BE
AFFIXED TO THE LEFT DOOR JAMB.

THE TERM USED IN CURRENT LAW IS " WARRANTY
RETURNED " WHICH IS CONFUSING, AT BEST.
ALSO, UNDER CURRENT LAW, THERE IS NO DECAL
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CHANGE THE STANDARD UNDER WHICH A FAC64SY
BUYBACK IS DETERMINED TO BE A LEMON.

THIS BILL SIMPLY PROVIDES THAT ALL FACTORY
BUYBACKS BE DISCLOSED ON AN EASY TO READ
FORM SIGNED BY THE FACTORY REPRESENTATIVE,
THE DEALER AND THE BUYER. LEMONS UNDER
CURRENT LAW REMAIN LEMONS UNDER AB 1381.

AB 1381 PRESENTS THIS VERY CLEAR AND SIMPLE
QUESTION TO YOU: MEMBERS. SHOULD YOUR CAR
BUYING CONSTITUENTS BE TOLD THAT A VEHICLE
THEY MAY WANT TO BUY FROM A DEALER WAS
PREVIOUSLY BOUGHT BACK BY THE FACTORY FOR
AN IDENTIFIED REASON? IF YOU BELIEVE CAR
BUYERS SHOULD BE LEFT IN THE DARK WHEN IT
COMES TO PURCHASING A LOW -MILEAGE CAR WITH
PRIOR OWNER PROBLEMS THAT MAY RANGE FROM
DISSATISFACTION WITH THE PAINT JOB TO
FAULTY HYDRAULIC BRAKES....IF YOU BELIEVE
CAR DEALERS IN YOUR DISTRICT SHOULD BE
SUBJECT TO LITIGATION WHEN A CAR BUYER
LATER DISCOVERS THAT HE OR SHE OWNS A
BUYBACK CAR? IF YOU BELIEVE BUYBACKS SHOULD
REMAIN A SECRET, THEN VOTE " NO. " IF YOU
WANT TO REDUCE LITIGATION, IF YOU WANT
DEALERS AND CONSUMERS TO KNOW THE BUYBACK
HISTORY OF A CAR, THEN VOTE " YES. "

A
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AB 1381 improves disclosures that must be
made to a car buyer when a dealer resells a
vehicle previously repurchased from the
original owner by the manufacturer.

THE SENATE AMENDMENTS SIMPLY:

1. REWORDED THE TERM " LEMON BUY BACK " TO
" LEMON LAW BUYBACK. " THIS WORDING WHICH
WOULD APPEAR ON DISCLOSURE STATEMENTS, A
DECAL AFFIXED TO THE LEFT DOOR FRAME AND
THE TITLE IS IN SHARP CONTRAST TO THE
CURRENT LAW NEBULOUS TERM: " WARNTY RTD. "

2. SPECIFIED THAT THE BILL ONLY APPLY TO
CARS RE -ACQUIRED BY A MANUFACTURER ON OR
AFTER JANUARY 1, 1996.

3. MAINTAINED EXISTING CIVIL REMEDIES FOR
CONSUMERS AGGRIEVED BY A RECYCLED LEMON.

MR. SPEAKER, MEMBERS, THIS BILL WHICH IS
SPONSORED BY THE CALIFORNIA MOTOR CAR
DEALERS ASSOCIATION AND WHICH HAS NOT HAD A
SINGLE " NO " VOTE, HAS BEEN UNFAIRLY
DENTED BY AN INACCURATE CLAIM IN THE
REPUBLICAN ANALYSIS THAT THIS BILL WILL
AUTOMATICALLY MAKE A FACTORY BUYBACK A "
LEMON. " THIS BILL DOES NOT AMEND
CALIFORNIA'S LEMON LAW. THIS BILL DOES NOT
REQUIRE THAT ALL MANUFACTURER BUYBACKS BE
BRANDED AS LEMONS. THIS BILL DOES NOT
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AB 1381 --LEMON BUY BACKS

MR. SPKAKER, MEMBERS:

THE DMV AND THE ASSEMBLY CONSUMER
PROTECTION COMMITTEE HAVE BOTH DOCUMENTED
THAT HUNDREDS OF CONSUMERS HAVE PURCHASED
CARS FROM DEALERS WITHOUT THE KNOWLEDGE
THAT THESE CAR WERE RECYCLED LEMONS --THAT
IS --THE CARS WERE PREVIOUSLY REPURCHASED
FROM A DISATISFIED OWNER BY THE
MANUFACTURER.

IN A REPORT ENTITLED, BITTER FRUIT, THE
CONSUMER PROTECTION COMMITTEE LAST YEAR
DETAILED HOW CONSUMERS HAD UNKNOWINGLY
PURCHASED LOW MILEAGE CARS WITH HISTORIES
OF BRAKE PROBLEMS.

AT TIMES THE FAILURE OF THE DEALER TO
DISCLOSE THE PRIOR HISTORY OF A CAR WAS
CLEARLY ILLEGAL UNDER EXISTING LAW, AT
OTHER OTHER TIMES THE FAILURE TO DISCLOSE
WAS A PRODUCT OF EITHER VAGUENESS IN THE
LAW, OR SLIPPERY SALES PRACTICES AT AUTO
AUCTIONS WHICH SERVED TO COVER A VEHICLE'S
PAPER TRAIL. AT TIMES EVEN THE DEALER WAS
UNAWARE THAT THE VEHICLE ON THE LOT WAS A
LEMON, NOW PACKAGED AS A PEACH.

A 10
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AB 1381, WHICH IS SPONSORED BY THE
CALIFORNIA MOTOR CAR DEALERS ASSOCIATION,
DRAWS A VERY BRIGHT LINE OF COMPLIANCE FOR
DEALERS AND MANUFACTURERS...A LINE THAT
WILL PROMOTE CONSUMER PROTECTION BY
REQUIRING THAT...

1. ANY VEHICLE THAT HAS BEEN REPURCHASED BY
THE MANUFACTURER TO RESOLVE A WARRANTY
DISPUTE CANNOT BE RESOLD UNLESS IT IS
ACCOMPANIED BY A DISCLOSURE FORM THAT LISTS
THE REASON WHY THE VEHICLE WAS REPURCHASED.
THIS FORM WOULD BE SIGNED BY THE
MANUFACTURER, THE DEALER AND THE BUYER.
CURRENTLY THERE IS NO SUCH DISCLOSURE
FORM..NOR IS DISCLOSURE REQUIRED ON MOST
BUYBACK CASES. WITH THE SUPPORT OF DEALERS
AND MANUFACTURERS, AB 1381 PROVIDES FOR
DISCLOSURE IN ALL CASES.

w

5

1 -(TI
I-
z

THE BILL ALSO REQUIRES BRANDING OF ANY w
'2

VEHICLE THAT WAS BOUGHT BACK UNDER ORDER OF
>iA COURT OR ARBITRATION PANEL, OR IF IT WERE F
<

REPURCHASED WITHIN SIX MONTHS AFTER THE 7)1

CONCLUSION OF ARBITRATION, OR LITIGATION;
OR IT IF WERE REPURCHASED WITHIN SIX MONTHS

--

AFTER THE BUYER MADE A WRITTEN REQUEST FOR ::.
sagoa

REPLACEMENT OR REFUND. ..
on

THIS BRANDING REQUIRES THAT THE
MANUFACTURER RETITLE THE VEHICLE WITH THE
TERM, " LEMON BUYBACK " AND A " LEMON
BUYBACK " DECAL WOULD HAVE TO BE AFFIXED ON
THE LEFT DOOR JAMB.
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3. FINALLY, THE BILL SPECIFIES THAT
CONSUMERS DAMAGED BY A MANUFACTURER OR
DEALER'S FAILURE TO DISCLOSE OR BRAND WOULD
BE ABLE TO SEEK RELIEF IN COURT AND WOULD
BE ENTITLED TO CIVIL PENALTIES.

THE BILL WAS APPROVED IN
TRANSPORTATION 14-0 AND IN APPROPRIATIONS
15-0. AB 1381 IS SPONSORED BY THE CAR
DEALERS. I ASK FOR YOUR AYE VOTE.

A'2
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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
Attorney General Sheila Page and Consumer Information Coordinator Jo Brandt, Vermont
Assistant Attorney General Jay Ashman, Virginia Assistant Attorneys General Ed No1de and
Frank Scales, Washington Lemon Law Administrator Richard Hubbard and NAAG Business
Regulation Assistant Counsel Emmitt Carlton,
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A. Summary of Provisions

Section (1) defines a number of key terms, the most
eignificant of which is the determination of what constitutes a
"Buyback Vehicle." This term is broadly defined to include
vehicles which are repurchased by dealers or manufacturers,
whether as a result of a formal adiudicatory proceeding or a
voluntary settlement. Definitions of "consumer," "dealer,'
'manufacturer" and of what constitutes a "violation" are also
included.

Section (2) states the two disclosure requirements which are
the primary consumer protection provisions of the statute.
First, a window sticker is required to be placed on the
windshield of the vehicle, indicating that the vehicle was
previously sold and. was returned for alleged. defects which must

li-sted on the form. The size of the form and the print size
are also specified- A second, similar, disclosure is required to
be included in the contract or attached to the contract. The
type size and form of this disclosure are also specified and
the consumer must acknowledge the disclosure by signing the boxed
as:ea in .whichit is contained.

Section (3) requires that a manufacturer or dealer accepting
the return of a buyback vehicle stamp the words "Defective
vehicle Buyback" clearly and conspicuously on the face of the
oriainal title and then submit a copy of the stamped title to tho
Department of Motor Vehicles. The Department of Motor Vehicles
is required to maintain a listing of these vehicles and in the
case of any subsequent requests for a new title for the vehicle,
stamp "Defective vehicle Buyback" on the face of the new title.

Section (4) outlines the private remedies available under
this chapter. It allows for the recovery of actual damages or
the value of the consideration at the election of the consumer,
costs and attorneys fees, exemplary damages of up to 3 times the
value of the actual damages or the consideration and other
equitable relief. Privity is also eliminated as a bar to
recovery against a wrongdoer several steps removed in the chain
of title.

Section (5) sets forth provisions for enforcement by state
attorneys general which include the authority to enjoin
violations, recover damages on behalf of injured consumers,
recover civil penalties of up to :;10,000 per violation and obtain
other equitable relief.

Section (6) makes a violation of the chapter an unfair
deceptive trade practice.

Section (7) indicates that the powers and remedies of the
act are in addition to the powers and remedies already available
under existing law and are not intended to be exclusive.

A ,
Section (8) states the legislative intent that the act is

remedial legislation and is liberally construed to effectuate its
Purpose.
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undisclosed buyback vehicles which have been :

another state.

CvActP.A,),

The title branding is done in a way that-Vs-rrir-n!Ttims-e-----
burdensome for manufacturers and dealers by allowing them tc,
stamp the titles rather than submitting them to the Department of
Motor vehicles and waiting for a new stamped title to issue.
(Note: this may not be possible in all states since some
jurisdictions may currently require the submission of the
original title to the Department of Motor Vehicles).

It is anticipated that there may be opposition to the
concept of permanently branding the title rather than the use of
a disclosure form which could be removed after the defects are
repaired. The concept of allowing the removal of required
disclosures was considered and rejected by the working group. in
most cases, vehicles are bought back or replaced only after
multiple unsuccessful attempts at repairing the conditions or
defects. After each repair attempt, the manufacturer or dealer
probably believed that the repair had successfully resolved the
problem, only for the condition to occur once again. Therefore,
allowing'for the removability of lemon history disclosures based
upon a manufacturer's or dealer's certification that the defect
had been cured, however well intentioned, does not adequately
protect subsequent purchasers. w

0
Some manufacturers may argue that the use of the phrase 5

"Defective Vehicle Buyback" is not fair or accurate because
vehicles are also bought back on a "goodwill" basis which are not H
defective. The working group is not convinced that vehicles
which are free from any alleged defects are routinely repurchased H

by manufacturers and dealers. If there are goodwill
repurchases, the numbers are not significant.

H

Sections (4), (5) and (6) provide for private and state cJn

enforcement. These sections may be enacted together as they
exist in the proposed legislation, or may be selectively adopted.
For example, in some jurisdictions, incorporating the state
unfair trade practices statute (in Section 6) may provide an Vie
adequate basis for private relief and for state investigation; and som
enforcement, without having to adopt Sections (4) and (5). e

am

The recoverable private damages in Section (4) are intended
to be comprehensive and to reflect the seriousness with which
violations are viewed. Since knowledge of a vehicle's lemon
history could affect not only the price paid, but whether the
consumer purchases the vehicle at all, the consumer is entitled
to recover the full consideration as actual damages and up to
three times the value of the consideration as exemplary damages.

In addition, by removing lack of privity as a bar to an
action, consumers would be entitled to take legal action directly
against the person or company in the chain of title which removed
a disclosure statement.
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Memo To: Richard Steffen, Office of Assemblywoman Jackie Speier
From: Rosemary Shahan, Motor Voters
Re: Draft language for bill regarding selling of repurchased
vehicles without disclosure

You asked for my reaction regarding your draft language, which
you indicated you wish to submit to Legislative Counsel soon.

Motor Voters supports strengthening consumer protection in the
area of vehicle sales and resales. Given auto manufacturers'
record of repeatedly violating existing law, there is no question
that strong measures are needed to reduce illegal resales of
seriously defective vehicles.

While the concept of providing additional information to
potential purchasers is good, the way the bill is drafted raises
some significant concerns. For example, there is no assurance that
the information provided by the manufacturer would be accurate. In
addition,

THIS BILL, AS DRAFTED, WOULD WEAKEN EXISTING LAW BY:

Providing in 1 (d) that "There shall be no release of information
on the names and addresses of consumers of record." This would
make it virtually impossible for individual consumers to verify
whether the information provided by the manufacturer to the DMV is
accurate. It would create a serious new impediment to consumers
wishing to trace the ownership of their vehicles, and to remedial
legal action.

THIS BILL, AS DRAFTED, WOULD ALSO ENCOURAGE MANUFACTURERS TO
CONTINUE VIOLATING CALIFORNIA LAW BY FnuNG TO PROVIDE ANY
PENALTIES FOR NON-COMPLIANCE.

Given auto manufacturers' well -publicized record of ignoring
existing law, despite current (albeit inadequate) penalties, this
is a major shortcoming.
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CENTER FOR AUTO SAFETY
2001 S STREET, NW SUITE 410 WASHINGTON, DC 20009-1160 202-328-7700

Jackie Speier, Chairperson
Committee on Consumer Protection,

Governmental Efficiency & Economic Development
State Capitol
P.O. Box 942849
Sacramento, CA 94249-0001

Dear Assemblywoman Speier:

March 6, 1995

In 1970, when the Center for Auto Safety (CAS) wrote the first Lemon Book, we pointed out
"lemon owners were marketplace victims with neither rights nor remedies."' We called for the
creation of "a just system to resolve complaints cheaply and quickly for all car buyers -- new
and used." To help consumers with lemons, states led by California and Connecticut began
passing their own lemon laws in 1982 after the Federal lemon law was weakened by auto
industry lobbyists. Our 1970 and 1980 Lemon Books plus testimony of CAS staff in many
states played a major role in the passage of these lemon laws. Yet as we pointed out in the 1990
Lemon Bgok:

The auto companies diluted the effectiveness of state lemon laws by setting up industry -
run arbitration boards to decide when to order a refund for a lemon. These industry
boards more often resembled kangaroo courts than fair and impartial tribunals. But 0
consumer groups such as Motor Voters and legislators such as John Woodcock of
Connecticut fought back to get the auto company fox out of the arbitration chicken coop co
by setting up independent, state -run boards through Lemon Law II's in states such as
New York, Connecticut, Minnesota, Vermont and Massachusetts.

z
Since California passed its landmark lemon law in 1982, other states have moved ahead of
California with their "Lemon Law II's" to strengthen their original lemon laws and to block such
loopholes as industry -run arbitration used by the auto companies. While other states have
enacted consumer protection provisions for safety lemons (one unsuccessful repair attempt of a
safety system), independent state -run arbitration, and coverage for used cars and business
vehicles, California has fallen behind in consumer protection. (See enclosed 1992 CAS survey
of state lemon laws.) As you recognize, California's lemon law sorely needs an overhaul. so.

soOur review of AB 1383, your bill to overhaul the California lemon law, shows that it has major
flaws that outweigh its benefits. If adopted as presently drafted, AB 1383 will weaken, rather
than strengthen, auto lemon protection in California. Its companion bill on lemon laundering,
resale of bought -back lemons, also represents a step backward in that it creates a loophole
through which the worst lemons will drive.

'The 1970 Lemon Book was based on analysis of over 4,000 consumer complaints received by Ralph
Nader. In the 25 years since then, CAS and Mr. Nader have received over a half -million auto complaints
and have the biggest repository of information on lemons in America.

Al

2484



2

On the whole, California consumers would be better off with the present law and all its warts
than under AB 1383. The primary flaw is that AB 1383 relies on a modified form of industry -
run arbitration. No matter how many constraints one puts on industry -run arbitration, one
cannot correct its inherent bias in favor of industry. To make matters worse, AB 1383 forces
the consumer to resort to arbitration before going to court. This substantially increases the
already high transaction costs for consumers seeking relief under the lemon laws. Finally, by
conditioning access to the courts on application for arbitration, the bill might vitiate the class
action mechanism as an efficient way of redressing the injuries of lemon owners.

The lemon buyback bill, AB 1381, also represents a major step backward in consumer protection
by not covering lemons bought back before arbitration or litigation. Our 20 years of experience
with Federal and state lemon laws shows that auto makers buy back the egregious, bright yellow
lemons rather than go to arbitration or litigation. By exempting these vehicles from coverage,
AB 1381 assures that the worst lemons that are bought back will reappear on California roads
without any indication to the purchasers of their checkered past.

"Independent" Private Arbitration Leaves Auto Fox In Charge of Arbitration Chicken Coop

The single greatest defect in the lemon arbitration bill stems from Section 2 of AB 1383 which
sets forth the basic framework for a third -party "independent" arbitration program. Alternative
dispute resolution programs funded by manufacturers are independent in name only. State -run
arbitration programs have historically been much more even-handed in their treatment of
consumer/manufacturer disputes. What is more, they have been much more responsive to the
public's need for full, frank, and accurate information about the rules of the programs, as well
as the consequences of submitting to lemon arbitration.

Although AB 1383 attempts to provide some safeguards aimed at ensuring some measure of
independence in the process, there remain a number of loopholes through which a manufacturer
can exercise its influence. As the bill currently reads, it prohibits "ownership interest in, control
of, [and] influence over" the arbitration program. However, the portions defining how to
prevent such undue influence provide only that the manufacturer satisfy their funding obligation
under the contract in advance, that the manufacturer and arbiter can share no personnel, and that
the manufacturer cannot base its decision whether to renew its agreement with the arbiter on the
latter's determinations in the process. Yet this is little, if any, different from the way programs
such as BBB and Autosolve have operated. Indeed, with minor modification, all of the present
manufacturer arbitration programs could qualify as "independent" programs under AB 1383.
Even the Ford and Chrysler programs are run through an independent contractor in Wisconsin
who could easily modify its operation to qualify with AB 1383.

AB 1383 takes a band -aid approach to arbitration by attempting to patch up the tried and failed
BBB, AUTOSOLVE, Ford Dispute Settlement Board and Chrysler Customer Arbitration Board
and make them work. The problem is that they cannot be made to work anywhere near as well
as the independent state run programs such as that of Washington or Florida. The reason why
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car companies fight independent state run programs so hard is that they force the manufacturer
to buy back more lemons.

There are countless ways for an auto company to exert its influence beyond the reach of AB
1383 provisions. Our experience with manufacturer programs shows that when you plug one
hole in the dike, two others spring up. No matter how narrowly the law defines proper conduct
in the private arbitration process, an ingenious manufacturer will invariably find a way to skew
the results in its favor. Some of the influence channels include the adequacy of funding,
selection of arbitrators, quality of training, revolving doors, and conflicts of interest.

AB 1383 Forces Consumers To Use So -Called Independent Arbitration

To make matters worse, AB 1383 makes submission to the so-called "independent" arbitration
a prior resort to going to the courts. This eliminates an important check and balance on the
efficiency of operation of arbitration, regardless of whether it's state or manufacturer run. If
arbitration is well run, both quickly and fairly, consumers will not go to court. But if arbitration
is unfair, biased or slow, consumers must have the right to seek judicial redress. By requiring
prior resort, AB 1383 creates an incentive for auto companies to make arbitration ineffective so
that consumers will get frustrated, go away and trade in their lemons. Permitting direct access
to the courts creates an incentive for manufacturers to make arbitration work.

As long as the process is elective, lemon owners can forego the time and expense entailed in
pursuing an avenue of relief in which manufacturers hold inordinate sway over the results.
Under AB 1383, however, a consumer must demonstrate to the court that she has applied for
resolution through a biased private arbitration program before she can even try to vindicate her
rights in a court of law. In this regard, the proposed legislation is actually worse for consumers
than existing California law.

Moreover, when the process is mandatory, the bill's provisions making arbitration non -binding
and allowing the use of legal counsel in the process become meaningless. Traditionally, the
purpose of allowing a consumer the option of repudiating an arbiter's adverse decision is to
permit the consumer to seek redress anew in court with a clean slate. Consumers also have this
option under AB 1383, but without the attendant benefits. Despite barring the introduction of
evidence about the arbitration in a court, the judicial decisionmaker will always know (1) that
the consumer has gone through arbitration and (2) that the consumer did not obtain a satisfactory
result. The consumer's mere presence in court indicates that he or she has somehow "lost"
earlier in the process.

Similarly, because the lemon owner knows that arbitration is a big first step in litigation, the
smart consumer will invariably want to have legal representation during arbitration for fear of
the effect of an adverse decision. This will run up the costs of a process intended to be both
simple and inexpensive. In addition, because AB 1383 explicitly denies consumers the
opportunity to recover attorney's fees in arbitration -- which more progressive states allow --
arbitration might ultimately cost the consumer more than the process is worth.

A6I
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AB 1383 Endangers Consumer Class Actions

By requiring arbitration before vindicating one's rights in state court, AB 1383 raises some
serious concerns about the continued vitality of the class action mechanism as a way to mete out
justice in the lemon context. Class actions permit the courts to dispose of common claims in
an effective and efficient manner, as in the Toyota Camry pulsating brake class action filed
California in 1988. That class action returned approximately $100 million to consumers.

By imposing an arbitration requirement on lemon vehicle owners in California, the proposed
legislation suggests that every consumer must exhaust alternative dispute resolution before going
to court. This may very well foreclose the opportunity for such aggregated treatment, and thus
greatly increase costs for the courts and consumers. Must every putative class member in a
class action demonstrate that she has gone through arbitration? If so, lemon class actions would
become meaningless, since the judgment could bind only those owners who have filed for
arbitration, while leaving lemon owners with the same vehicle defect who have not taken that
additional step to proceed on an individual basis. It simply makes no sense that such a formality
should jeopardize concerns for judicial economy and equal treatment for similar injuries.

The Few Substantive Improvements in AB 1383 Are Weaker Than Other States

AB 1383 purports to extend the lemon coverage period to 2 years or 24,000 miles. In fact, it
does not do so because it requires the first repair attempt to occur within 1 year or 12,000 miles.
Most other states with 2 year or 24,000 periods do not require the first repair attempt to occur
within the first year or 12,000 miles. Even states with longer lemon coverage provision periods
do not impose that limitation. For example, Hawaii and Vermont extend coverage to the entire
length of the manufacturer's express warranty - typically, 3 years or 36,000 or sometimes even
longer. If a California had 5 brake repair attempts at 13,000, 15,000, 17,000, 19,000 and
21,000 miles, he or she would not have a lemon under AB 1383. But if that person lived in
Washington or one of the other more progressive states, he or she would be covered by the
lemon law.

AB 1383 also purports to extend lemon coverage to vehicles used for business use but limits it
to small businesses or professionals that buy no more than one vehicle per year. Thus the
husband and wife who run a small business or are professionals cannot buy a new vehicle for
their business and themselves and get lemon protection. Many other states and the Federal
warranty law do not make any distinction between business use and personal use vehicles. Some
states which do set limits such as Washington cover small businesses with up to 10 vehicles in
their fleet.

AB 1381 Creates New Loopholes for Laundering Lemon Buybacks

AB 1381, the proposed lemon disclosure bill, requires only vehicles repurchased due to a court
order or arbitration award, or falling under the four repair/thirty day presumption to bear some

Al
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sort of mark that the vehicle is a lemon. Our experience with thousands of cases shows that a
significant percentage of repurchased lemons do not fall into either of these categories. More
troublesome is the fact that these voluntarily repurchased lemons are much worse lemons than
those bought back after arbitration or litigation.

Indeed, common sense tells one that a manufacturer will buy back the very worst lemons as part
of a private agreement without waiting for an arbitration award or a court decision. It only
stands to reason that the manufacturer would settle a case early on when the manufacturer knows
it would lose. As the bill currently reads, these vehicles would not be covered by the disclosure
rp_quirements.. A provision demanding that manufacturers and dealers record and label even
those cars which are bought back informally would more adequately serve the interests of
California consumers.

Further, AB 1381 would block the main avenue of redress open to victims of illegal lemon
laundering. By shifting its provisions from the Song -Beverly Warranty Act to the Vehicle Code,
AB 1381 would eliminate remedies traditionally available to wronged consumers.

Recommendations

Rather than going forward with AB 1383 and 1381 as drafted, consumers in California would
be better served by a "Lemon Law II" which strengthens the known substantive weaknesses of
the present law, rather than adopting a band -aid approach that preserves an admittedly flawed
process. AB 1383 leaves the fox in charge of the chicken coop and hopes he will improve his
behavior.

We strongly urge you to look to the innovations other states have made in this area before the
legislative debate begins. Our suggestions for improvement include:

(1) Creation of independent state -run arbitration financed by a $5 fee on
purchase of new cars.

(2) Extension of the statutory period for lemon status to twenty four months or the
express warranty, whichever is longer.

(3) Protection for safety lemons by providing for refund or replacement where a
vehicle is subject to the same repair twice for a major safety problem such as brake or
steering failure. Consumers should not have to risk their lives three times before lemon
coverage applies.

(4) Protection for used lemons.

(5) Protection for bumper to bumper lemons such as provided in Arkansas and Ohio
where 5-8 repair attempts for different problems invoke the lemon presumption.

AL
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Ralph Nader
Founder
Center for Auto Safety

Authors of The Lemon Books

Enclosure

6

(6) A provision making violation of the lemon law a violation of the Unfair Trade
Practices Act.

(7) Award of attorney fees in arbitration to level the playing field with the
manufacturer.

(8) A clear statement that whatever changes in current law AB 1383 might effect
will not create an "arbitration exhaustion" requirement for class action purposes.
As noted above, such a requirement would disserve the interests of California
consumers and lead to additional litigation which a class action could have
disposed of in a single suit; and

(9) A more comprehensive lemon label requirement for those defective vehicles
a manufacturer or dealer buys back, and a private right of action for consumers
harmed by the failure to label lemons. This would give consumers the two most
effective tools against unscrupulous lemon -launderers -- information and recourse
to the courts.

As residents of the state with the most vehicles, California consumers deserve the nation's best
lemon law, not one of the weakest.

Sincerely,

MAL-
Clarence M. Ditlow
Executive Director
Center for Auto Safety

A22
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CAS PICKS BEST (Washington)
AND WORST (Colorado)
OF STATE LEMON LAWS

When it comes to lemon
laws, some state legisla-
tures resemble automakers

- i.e., they make lemons. In a
De ember 1992 study of state lemon
la,,s, the Center for Auto Safety
(C,S) picked Colorado as having the
w( rst lemon law in the nation.
Ar ong the many bad provisions in
Cc orado's lemon law, consumers are
lia )le for the automakers' attorney
fe( s, the manufacturer and not the
co sumer has the option of choosing
a efund or a replacement, any law-
sui must be brought within one year
from the date or delivery, the law
dc )s not recognize a safety lemon,
an i the consumer must prove that the
de'ect(s) in the vehicle substantially
imi)aired both its value and use.
Cc loradans are best advised not to
us( their state's lemon law and to use
or y the Uniform Commercial Code
(U :C) and the federal Magnuson -
M )ss Warranty Act. (See insert
de,ails on 5th Edition "CAS Lemon
Lit gation Manual" on how to win
cases under .state and federal lemon
lapis.)

:AS' survey picked Washington
as the state with the best lemon law in
the country. Among its winning fea-
tures are: mandatory attorney fees,
the second longest coverage period
of two years/24,000 miles of any
stcte, a safety lemon provision requir-
ing; refund or replacement after the
same safety problem is diagnosed
twice, independent state -run arbitra-
tion funded by a $5 license fee, non-
compliance with the lemon law desig-
nated a violation of the Unfair and
Deceptive Acts and Practices, cover-
age of leased vehicles, providing the
ccnsumer with repair orders that

include general description of prob-
lem reported by consumer as well as
diagnosis and description of repair
work, provision of a free loaner car
during court appeals of an arbitration
award, recovery of all collateral
charges and any incidental costs
including alternative transportation,
and coverage for business vehicles in
fleets of less than ten. The one provi-
sion where Washington is not up to
snuff is in offsets for use where its
lemon law uses 100,000 rather than
120,000 miles as the useful life and
does not restrict the offset to the
mileage at which the nonconformity
first appeared. Washington con-
sumers could also benefit from pas-
sage of a used car lemon law which
other states have enacted.

Earlier leaders in state lemon laws
are falling behind as more progres-
sive states passed better lemon laws
(IMPACT, Vol. 13, No. 2; Vol. 8, No.
1). For example, California does not
provide for safety lemons, has a short
coverage of 12 months/12,000
miles when 21 states have longer lim-
its, does not cover business vehicles,
fails to provide for independent arbi-
tration, certifies inadequate manufac-
turer -run arbitration programs and
forces consumers to use them at risk
of losing their lemon presumption,
inadequately covers leased vehicles
and has no used car lemon law.
Sadly, California has moved to the
bottom half of the states in lemon pro-
tection.

Four states with moderate lemon
laws cripple their usefulness by requir-
ing consumers to forfeit rights under
other laws if they pursue remedies
under the lemon law (IMPACT, Vol.
15, No. 3). Georgia requires con-

sumers to give up their rights under
the UCC if they elect to pursue arbitra-
tion. Illinois bars UCC actions while
North Dakota bars any other actions
where the consumer elects to proceed
and settle under the lemon law. New
Mexico's statute forecloses UCC
remedies from any consumer who
"seeks enforcement" of its lemon law.

While several states provide lemon
coverage for two years or 24,000
miles, Vermont is the clear winner in
length of coverage which is defined
as the length of the express warranty.
Ohio came up with winning provision
to take care of the bumper -to -bumper
lemon by defining a lemon as being
one where there are eight repair
attempts for any defects within one
year/1 8,000 miles in addition to the
traditional 30 days out of service.
Thus in Ohio, a consumer with a
lemon that has eight repair attempts
for different problems can say
"Enough!" without waiting for the
vehicle to accumulate 30 days in the
garage. Wisconsin is a clear cut win-
ner in providing for mandatory treble
damages where the consumer has to
sue the manufacturer and prevails.

The following table from CAS' survey
illustrates the number of states that go
beyond the basic new car lemon law of
four repair attempts for the same problem
or 30 days out of service for the same
problem during the shorter of one
year/12,000 miles. The factors in the sur-
vey were: (1j Length - the period of use
of the vehicle during which repair
attempts or days out of service could be
compiled to create a presumption of a
lemon; (2) Safety - vehicle presumed to
be o lemon if one unsuccessful repair
attempt of a major safety defect or system
such as brakes and steering; (3) State -run
arbitration programs versus manufacturer
run programs; (4) Mandatory award of
attorney fees for prevailing consumer;
(5) Leased vehicles specifically covered;
and (6) Award of civil penalty or treble
damages. Points were subtracted if state
lemon laws compromised rights under the
UCC

Length Safety

21 11

2/IMPACT

State Lemon Law Survey
State -Run Arbitration , Mandatory Attorney Fees

14 18

Leased Vehicles Civil Penalty

26 22

:V .5

September -October 1992
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Reasons civil penalty must stay as it is:

1. Willful conduct by mnfg would increase.

Whenever the corporation stands to gain from the wrongdoing, it
is not enough to require that it do what it should have done in the
first place. If the worst that can happen is that it will be
forced to do that, why not try the scheme again knowing most
people:

a. won't find an attorney
b. will settle for money back even if they file suit
c. jury might not award any or much in way of a civil penalty.

2. Policy will be to never to buy back or replace vehicles forcing
every consumer to go to the state run program knowing there will be
no penalty if they don't.

3. Kwan already provides mnfg with an out if they had a good faith
belief that they had no obligation to buy back or replace the
vehicle.

Kwan v MB (1994) 23 CA4th 174, 28 CR2d 371.

4. Civil penalty is limited to twice damages (this is less
typically less than $60,000)_

Punitive damages have a higher standard, but damages are
UNLIMITED. Do the mnfgs want to go for unlimited punitive damages
& a higher standard.

5. Kwan ruled out emotional distress damages too.

.AC't
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Examples of grounds for civil penalty.

1. Refusal to buy back or replace a particular lemon vehicle.

v F2rd Motor Co (1989) 214 CA3d 878, 263 CR 64.
EwAn v Bergdes Benz, (1994)

a. Failure to evaluate repair history
b. Denying defect exists when the mnfg and dealer know it

exists, especially when it is a known problem with that
model defect.

2. Having a policy of never buying back or replacing lemon
vehicles or almost never & then on unfair terms (Mercedes Benz &
BMW of NA).

3. Ostensibly buying back or replacing a lemon vehicle but on
terms which don't even approximate lemon law terms

a Eg, '93 Saturn which was an obvious lemon. Unsophisticated
owner is told by dealer they will replace it. Instead of
replacing it with a new one and swapping collateral under
the same loan, the dealer writes the owner a SmartLease
with a payment $110/mo MORE per month and no credit is
given to the buyer for his down payment & payments on the
'93 Saturn (about $8,500).

4. Refusing warranty repairs. 0

5. Failure to have a policy on buy backs or replacements.
H

6. Having a policy of reselling lemons without title branding,
without making repairs, or without ensuring the subsequent buyer is H

given disclosure

7. Falsifying or concealing the repair history.

8. Destroying repair records after a short time. (79

9. At arbitration, failing to produce the entire repair history.
Or altering the repair history.  a

sign

10. Having a policy of making entries such as NO PROBLEM FOUND
when there is a problem

11. Entering NORMAL when there is a defect.

12. Not providing repair orders to the owner & then refusing to
give up repair orders. Taking in vehicles for repair, but refusing
to write up the recurring complaint.

Note: Like fraud, you can't try to come up with a laundry list to
cover all examples.
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WILLIAM. M. KRIEG
Attorney at Law

1330 "L" Street, Ste. (3
Fresno, CA 93721

Tel. (209) 441-7465
Fax (209'i 441-7488

April 12, 1995

Honorable Richard Katz
Chairman, Assembly Transportation Committee
Room 3146, State Capital
Sacramento, CA 95814

RE: AB1381

Dear Chairman 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.

f412Ce
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The Lemon Law is an excellent inducement for manufacturers to
buy back lemons. I have pevar 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 Transportation Committee

A2:1
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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

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 Cony 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 reguired bylaw to he accepted for restitution by a mantifilcturer due to the

o[ the manufacturer to confo_rm 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".

Headquarters  420 Culver Boulevard, Playa del Rey, California 90293  310/306-6232  FAX 310/301-8396 A2'oc,
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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), s..
to disclose and obtain the next buyer's signature on a disclosure form prescribed in the so;si-
bill. an

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.

A2
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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:Ia
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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DR A F T:May 9, 1995

PROPOSED LEGISLATIVE LANGUAGE FOR CALIFORNIA LEMON LAW

I. State Arbitration Program

Delete Section 472(e) of the Business and Profession Code and replace it with
a new 472(c) as follows:

(c) "State -certified, new car arbitration" means the arbitration process which
operates in accordance with §1793.22 of the Civil Code and this chapter.

Delete Sections 472.1, 472.2, 472.3, 472.4 and renumber 472.5.

Delete Section 1793.22(c) -(d)(9) of the California Civil Code and insert new
Section 1793.22(c) as follows:

(c) All manufacturers shall submit to a state -certified, new car arbitration, if such
arbitration is requested by the consumer within 24 months from the date of
original delivery to such consumer of a new motor vehicle. State -certified, new
car arbitration shall be performed by professional arbitrators or arbitration firms
appointed by the Department of Consumer Affairs and operating in accordance
with the regulations promulgated pursuant to this section, and shall result In a
written finding of whether the motor vehicle in dispute meets the standards set
forth by this Act for vehicles that are required to be replaced or refunded. Said
finding shall be issued within 45 days of receipt by the Department of Consumer
Affairs of a request by a consumer for state -certified arbitration under this
section. The Department of Consumer Affairs shall promulgate rules and
regulations governing the proceedings of state -certified, new car arbitration which
shall promote fairness and efficiency. Such rules and regulations shall include,
but not be limited to, a requirement of the personal objectivity of the arbitrators
In the results of the disputes they will hear, and the protection of the right of each
party to present its case and to be in attendance during any presentation made
by the other party. The records and discussion of the state -certified, new car
arbitration shall be missible In any subsequent action brought by either party
in suing over the m tter considered In said arbitration.

Renumber Section p793.22(e) as 1793.22(d).
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June 15, 1995

To:Cindy Galli
From:Richard Steffen
Re:Lemon Law bills.

I am sorry that you have not read Bitter Fruit which puts the
laundered lemon issue in proper perspective. Jackie will give you
a copy --I have faxed you the summary page.

Apparently someone has been misinforming the media regarding
Assemblywoman Speier's lemon law bills. No lemon law attorney
would oppose them; however, the rumor mill has flamed fires of
suspicion and, as such, we believe the press may misunderstand
these bills.

First, AB 1381, amended yesterday, provides broad protections to
consumers who may be confronted with the purchase of a vehicle
that has been repurchaed by the factory. The bill does the
following:

- -All vehicles repurchased by a manufacturer --no exemptions --
could not be resold in California unless a written disclosure
stating the reasons for the buyback accompanies the vehicle.
Currently, the law only requires vehicles repurchased under the
Lemon law to be disclosed(no detail on how disclosure is to be
made) to the buyer --most vehicles are repurchased before the lemon
law kicks in. The Lemon law directs that a vehicle that has been
subject to four similar failed repair attempts in the first year,
or 12,000 miles, or in the shop for 30 consecutive days is
presumed to be a lemon and, thus, the consumer may request
arbitration with the the manufacturer --the manufacturer doesn't
have to comply, in which case, the consumer can sue in court. AB
1381 provides for 10096 disclosure --no exemptions.

- -Vehicles repurchased due to a court order, a law suit,
through arbitatration, or within six months after the conclusion
of a lawsuit or arbitration must be branded as a "lemon buy back."
Currently the branding is " warranty returned " and only applies
to those vehicles which meet the lemon law presumption. The title
is to be branded and the left car door jamb is to have a permanent
decal which reads: " lemon buy back. "

- -All existing law civil penalties are left in place by AB
1381.

AB 1383 repeals the state -certified Arbitration Review Program
which is rated as unfair by most consumers who have gone through
it. We have yet to fashion a state -run review program which is
supported by consumers and manufacturers.I believe the rumors
center around the unresolved issues in creating a new and improved
arbitration program.

Any questions, please call at 916-445-8020
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Pr CONSUMER ATTORNEYS OF CALIFORNIA
Representing consumers since 1962

Donald C. Green
Chief Legislative Advocate
Bob Wilson
Legislative Advocate
Frank Murphy
Legislative Advocate

July 5, 1995

Wayne McClean Nancy Drabble
President Legislative Counsel

Mary E. Alexander Nancy Peyerini
President -Elect Associate Legislative Counsel

Lea -Ann Tratten
Legal Analyst

Assemblymember Jackie Speier
State Capitol, Room 4140
Sacramento, CA 94249-0001

RE: AB 1381 LSpeier) OPPOSE UNLESS AMENDED

Dear Assemblymember Speier:

The Consumer Attorneys Of California has reviewed AB 1381, which is
scheduled to be heard before the Senate Judiciary Committee on July 11, 1995.

While we appreciate the recent amendments, we do have concerns with the July 3
substantive amendments. We think that the following suggested amendments
will greatly improve the bill's goal: informing consumers of repurchased lemons.

The heart of the buyback language should be the same language as the
current Civil Code Section 1795.8 (c) provisions in order to ensure dealers'
obligations to disclose.

The new amendments to AB 1381 establish a two tier duty system with sharply
differing obligations depending upon if you are a dealer or a manufacturer.
Unfortunately, these changes drastically limit the current obligations, particularly
of dealers.

Under current law --Civil Code Section 1795.8 (c):

(1) any_ persona including a dealer or manufacturer, selling a vehicle that is
known or should be known to have been required by law to be replaced or
accepted for restitution

(a) due to the inability to conform to the Lemon Law provisions (Civil
Code Section 1793.2 (d)) or

(b) that does not conform to warranties required by any other
applicable law of Calilrnikt other statel gr feder law

Legislative Department 2.
.4

980 9th Street, Suite 200. Sacramento, CA 95814-2721  (916) 442-6902  FAX (916) 442-7734
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(2) must disclose that fact in writing.

In contrast, the new AB 1381 language:

(1) Completely changes the lemon branding obligations of dealers. Under
current law, both manufacturers and dealers must meet the notice requirements.
Under the new provisions in AB 1381, a dealer only must do so if he or she has
been given notice by the manufacturer. And the current obligation of a dealer if
he or she "knew or should have known" is deleted. Current law makes policy
sense because, although dealers will argue that they are not in the best position to
know the vehicle is a lemon, the dealer makes a profit from selling the vehicle
and therefore has a higher obligation to the consumer. An analogy can be found
in product liability law. Those in the stream of commerce who profit from the
sale of the product have an obligation to the consumer for all defects. Further, if
a dealer is absolved from the lemon branding requirements (except for a narrow
exception), he or she has absolutely no incentive to vigorously find out whether
or not the vehicles are lemon buy backs.

(2) Only applies to manufacturers and dealers (with separate obligations on
both); It is important that "any person" be included because the current law's
broad definition includes partnerships, corporations, captive finance companies,
and others who legitimately should be included in the lemon branding provisions.

(3) Only covers express warranties. (See AB 1381's 1793.23 (d) and (e).)
This is a major change from current law because some warranty actions are based
on implied warranties. The implied warranty may be fitness for a particular
purpose or a warranty of merchantability.

CAOC recommends that the current obligation language for any person fo_undin
Section 1795.8 fc) be substituted..

The designation of "factory buyback" (versus the previous "lemon buyback")
is not sufficient to adequately notify consumers.

Under current law, when a manufacturer or its representative buys back a vehicle
because of noncompliance with Civil Code Section 1793.2 (d) (2) --the heart of
the lemon law --he or she is required to "clearly and conspicuously disclose" that
fact in writing. Recent amendments change the required inscription from "lemon
buy back" to "factory buy back." While abuses occur under current law, CAOC
is very concerned that consumers simply will not know the meaning of factory
buyback. Consumers know what the term "lemon" stands for; a factory buyback
is a nebulous term that could mean anything. One could even think that a factory
buy back includes a car sold to a rental agency and bought back after the agency
rented the car for a year. We request that the designation return to "lemon
buyback," which is consistent with the term used in many other states. Another

A
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alternative is the National Association of Attorney Generals' recommendation of
"Defective Vehicle Buyback."

It is crucial that a clause be inserted in AB 1381 which states that the bill's
provisions are prospective only and have no affect on pending litigation.

Currently, the Department of Motor Vehicles is involved in litigation and may
notify owners of thousands of vehicles throughout the State of California that
their vehicles were repurchased by the manufacturers pursuant to the Lemon Law
and that the titles should have been branded. Chrysler is contesting the DMV's
enforcement action, and of course would like a change in law to help in their
legal arguments. It is extremely important that AB 1381 not be used as a legal
tool to assist these manufacturers in their efforts to keep such consumers from
being notified. We request that language be inserted to state that the bill's
provisions are prospective and have no impact on pending litigation.

If you or a member of your staff would like to discuss this issue further, please
feel free to contact me or one of our legislative representatives in Sacramento.

Sincerely,

Wayne McClean
President

cc: Senate Judiciary Committee
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KEENE & ASSOCIATES
POLICY BRIEF

SCOTT R. KEENE
(916) 552-7991

Date: 7/6/95

To: Members, Senate Judiciary Committee

From: Scott Keene

Re: AB 1381 jSpeier.). -- Request For Amendments
Hearing: July 11, 1995
Item # 20

On behalf of my client, Toyota Motor Sales, USA, we wish to express our concern
about four matters resulting from recent amendments to this measure.

1. Clarity -- In terms of the obligation to: retitle a buyback vehicle, request for DMV to
brand the title, and affix a decal to such vehicles, it is only fair that manufacturers
should be well-advised of their obligations. In the past, this area of the law has caused
a great deal of confusion for manufacturers and consumers alike. Presumably,
establishing some "bright line" criteria was the original purpose of this legislation. As
the bill passed the Assembly, it contained four bright line situations that trigger the
measure's operative provisions. Unfortunately, the July 3rd amendments struck the
language containing the bright line criteria (Page 3 lines 27-39 and page 4, line 1-16).
These bright line criteria was instead replaced with the paragraph (c) (page 4) which
simply invites more uncertainty and potential litigation. Toyota urges the committee
to reinsert the bright line criteria that were deleted from the bill with the July 3rd
amendments.
(See, committee analysis, page 4)

2. Fair Content Of Consumer Notice -- The terminology proposed for the content of the
disclosure, particularly the label is a matter of much dispute. "Factory buyback" is the
current term used in the measure. Consumer interests are insisting of the use of the
terms "defective vehicle" or "lemon buyback." While Toyota is supportive of the
existing language, we can accept the following changes in an effort to fully advise
consumers without unduly stigmatizing repurchased vehicles.

AB1381.WPD

12011< STREET, SUITE 1150

SACRAMENTO, CALIFORNIA 95814
TELEPHONE (916) 448-1511
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For cases where the vehicle has been repurchased -- following the instigation of
arbitration proceedings (by arbitration decision or settlement) -- the label should
accurately state that the "this vehicle was repurchased pursuant to state lemon
law." In other cases, the label should state that the vehicle is a "factory
buyback." Such compromise language is a reflective balance between competing
policy concerns and interests. On the one hand,consumers are provided fair disclosure,
where appropriate, in cases where the lemon law has been invoked. In situations
where the lemon law has not been invoked, the term "factory buyback" is both fair and
accurate (e.g., consumer satisfaction buybacks).

3. What If DMV Fails To Act? Under paragraph (c) a manufacturer must "request"
DMV to brand the ownership certificate. In CA and other states with processing
problems and delays, the DMVs are often slow in acting on a manufacturer's request.
Must the manufacturer hold the car for several months until DMV gets through its
backlog of paperwork and processing? Can the bill be amended to proceed with a
transfer if DMV has not acted within a reasonable period of time? (Committee
analysis pp. 5-6)

4. Vicarious Liability For 3rd Party Tampering With Decals -- Section 6 of the bill
requires the manufacturer to affix a decal with the notation that the vehicle is a "factory
buyback." However, once the vehicle is transferred, manufacturers have no control
over the removal of these decals in the chain of commerce. Even though it is unlawful
for any person to remove the decal, how can manufacturer's protect themselves from
liability if the decal is in fact tampered with? There are no penalties associated with
removing the decal. There notice itself does not state that it is unlawful to remove the
decal. The bill should be amended to specify the consequences of DMV's failure
to timely brand title. (See, committee analysis, page 6(c))

We hope that these views are helpful to you in your deliberations. If we can be of any
further assistance relative to this measure please do not hesitate to let us know.

A81381.WPD
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Publisher of Consumer Reports

The Honorable Charles Calderon
California State Senate
P.O. Box 942848
Sacramento, CA 94248-0001

July 7, 1995

Re: AB 1381 (Speier), as amended July 3: OPPOSE, UNLESS AMENDED
Hearing: July 11, Senate Judiciary Committee

Dear Senator Calderon:

Consumers Union, the nonprofit publisher of Consumer Reports magazine, urges
you to oppose AB 1381, unless the bill is amended as described below. This bill, while
well -intended, would in fact weaken existing law providing notice to consumers regarding
purchases of automobiles with serious safety defects.

The bill sets forth the conditions upon which automobile manufacturers must (1)
"brand" the title certificate of a repurchased motor vehicle because of a serious defect and
(2) provide a separate, written notice to the subsequent buyer of a repurchased vehicle.
Our concerns with the bill are as follows:

1. Narrow scope of title "branding" requirement.

Civil Code Section 1795.8 currently requires title branding of vehicles repurchased by
manufacturers from consumers if the vehicle "is known or should be known to have
been required by law to be replaced or required by law to be accepted for restitution"
(emphasis added) due to the inability of the manufacturer to meet its warranty
obligations under Civil Code Section 1793.2 (or any other state law). (.0

w
AB 1381, however, eliminates the "known or should be known" standard in current
law. This change would apparently only require title branding of vehicles repurchased ti0)
after arbitration or court proceedings, which is too narrow a universe. Deletion of this sza.
language would provide a loophole for manufacturers who could claim that absent an ama-

e

arbitration decision or court order, they would never "know" that a vehicle should be
repurchased. Thus, vehicles repurchased prior to such formal proceedings would
never have their titles branded --a perverse result since the worst lemon vehicles are
repurchased prior to any formal proceeding. Six other states have recognized this fact
by simply requiring title branding of all vehicles repurchased by a manufacturer.

Suggested amendment: Clear and unambiguous language requiring title branding for
a// repurchased vehicles, as done in 6 other states: Connecticut, Indiana, Iowa, New
York, Ohio and Utah.

1535 Mission Street  San Francisco. CA 94103  (415) 431-6747  FAX (415) 431-0906
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The Honorable Charles Calderon
July 7, 1995
Page 2

2. Narrow scope of written notice requirement

AB 1381 would require notice to subsequent buyers only if "an express warranty
dispute" (emphasis added) existed and resulted in a repurchase of the vehicle. Again,
this language would exempt the worst lemons --those repurchased prior to the
initiation of formal proceedings. 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. Furthermore, the notice requirement should
also cover breach of implied, not simply express warranties, as provided for in current
law for title branding (Civ. Code § 1795.8).

Suggested amendment: Clear and unambiguous language requiring notice for all
repurchased vehicles, as done in 11 other states: Connecticut, Florida, Georgia,
Indiana, Iowa, Kansas, Minnesota, New York, North Carolina, Oregon, and Utah. This
suggested amendment would also take care of the express vs. implied warranty issue,
by making it moot.

3. "_Eactory buyback" gives insufficient information to consumers.

Existing law has a clear, simple notice statement to consumers: "This motor vehicle
has been returned to the dealer or manufacturer due to a defect in the vehicle pursuant
to consumer warranty laws" (Civ. Code § 1795.8). This statement is used in both the
title documents and the separate written notice to consumers. Earlier versions of the
bill required the term "lemon buyback" to be used in the title documents, which also
gives consumers clear notice of the defective nature of the automobile. (The National
Association of Attorneys General's (NAAG) Model Bill on this issue uses the term
"defective vehicle," which we believe is also more informative to consumers.)

The bill now, however, uses the term "factory buyback", a nice euphemism that
conceals the true defective nature of the vehicle. This euphemism is especially
dangerous because other states use stronger terms in their title branding statutes. Thus,
auto companies will have a perverse incentive to ship lemons from other states to
California in order to have them re -branded as innocuous -sounding "factory
buybacks" rather than as "defective vehicles."

Suggested amendment: Use the term "lemon buyback" or "defective vehicle" or retain
existing law statement in Civil Code Section 1795.8.

4. Confusing language in notice requirement.

AB 1381 further weakens existing law by substituting a confusing and inconsistent
disclosure statement for the clear language in Civil Code Section 1795.8. The bill
calls for title branding because of a manufacturer's "inability to conform the vehicle to
applicable warranties." However, the written notice to subsequent buyers has a box
stating that title has been "permanently branded" and that the "nonconformity A2;*.1
experienced by the original owner ... has been corrected." This is unclear and
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The Honorable Charles Calderon
July 7, 1995
Page 3

confusing to consumers because if the vehicle was branded, it would mean the
manufacturer was unable to correct the nonconformity --yet the notice would state that
the nonconformity "had been corrected."

Suggested amendment: Keep existing law disclosure statement, but retain the bill's
concept of listing the actual nonconformities and repairs attempted. Or, adopt the
NAAG Model Bill disclosure language: "This is a used vehicle. It was previously
returned to the manufacturer or authorized dealer in exchange for a replacement
vehicle or a refund because it was alleged or found to have the following
nonconformities:"

We believe our suggested amendments are necessary to ensure that consumers
continue to be protected from the recycling of defective autos.

Very truly ours,

Earl Lui
Staff Attorney

cc: Assemblymember Speier

A
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Center for Auto Safety
Consumer Action

Consumer Federation of America
Consumers Union

Motor Voters

August 1, 1995

Assemblywoman Jackie Speier
California State Assembly
P.O. Box 942849
Sacramento, CA 94249-0001

Re: AB 1381 LSpeier): Support If Further Amended.

w

Dear Assemblywoman Speier:

As you know, each of our organizations has been in opposition to AB 1381.
However, we recognize that several key concerns were addressed when the bill was
amended in the following ways:

w

 Remedies for victims of lemon laundering were restored, by unanimous vote
of the Assembly Transportation Committee and by subsequent amendments

 Various obvious "lemon loopholes" --exempting seriously defective lemon
vehicles from title branding and disclosure to consumers --have been
eliminated V ba

%

The bill has been made expressly prospective, in order to avoid jeopardizing
pending litigation, including the DMV's current action against Chrysler

The designation "factory buyback" was amended, by vote of the Senate
Judiciary Committee, to "Lemon Law Buyback"

In light of these changes, which have greatly improved the bill for consumers,
we have re-evaluated our opposition. We would like to support the bill, but one
important issue remains.

2508



,EMBLYWOMAN SPEIER, page two

When you presented the bill before the Senate Judiciary Committee on July
1E you indicated that the major "defect" in existing law is that it "allows"
m iufacturers to characterize lemon vehicles as merely "goodwill" buybacks.

While we disagree with your interpretation of existing law, we do agree that
cl firing up any ambiguity that allows manufacturers to resell defective lemons as
"g Ddwill" buybacks is the most serious issue that the bill needs to address.
H vever, the bill as currently amended does not accomplish that purpose. As you
in cated on July 18, AB 1381 would allow auto manufacturers to decide which
vt ides are lemons and which are "goodwill" buybacks.

As your report "Bitter Fruit" documents, manufacturers cannot be trusted to
m <e that determination. They seize upon any conceivable ambiguity as an excuse
tc: nake lemons appear to be peaches. But instead of clearing up ambiguity, AB
1 1 adds to it.

Auto manufacturers themselves contend that the bill as currently worded is
c 'fusing. The Association of International Automobile Manufacturers writes that "We
b eve that the deletion of the clear guidance standards as to when a title must be
b nded and notice given to consumers will only continue to create confusion and
fc tent litigation."

Toyota also writes separately that the bill as currently amended "simply invites
re uncertainty and potential litigation."

When the very auto manufacturers who are responsible for making the
d ermination between "lemon" and "goodwill" find AB 1381 to be confusing, it simply
d isn't do the job. We agree with the AIAM and Toyota that the bill as currently
a ended adds, rather than reduces, ambiguity and invites litigation.

We are particularly concerned that the bill as currently amended fails to require
*a closure to prospective buyers when manufacturers initiate the repurchase. This  ag;
am-uld permit manufacturers to evade disclosing defects to California used car buyers al

 en the companies know certain vehicles have serious, incurable flaws. Since tens
o :housands of vehicles have been bought back under such circumstances, the
S 3er numbers involved are quite significant.

For example, in 1993 Nissan contacted owners of its 1987-1990 minivans and
c ared to buy them back. Repeated failed recall attempts had made the repairs so
e )ensive, the auto company decided it was cost-effective to repurchase the
n livens, which were prone to engine fires. About 33,000 vehicles were affected.

der AB 1381, title to the vehicles should be branded, but if Nissan resold them, the
c mpany and its dealers would not have to provide the Warranty Buyback Notice to
p lspective buyers because the vehicles were reacquired in response to the

A 2
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/ ASSEMBLYWOMAN SPEIER, page three

manufacturer's offer, and not "in response to a reguest by the buyer or lessee"
§1793.23 (d) and (e). In fact, the minivan owners were largely unaware that previous
recalls had not remedied the problem, and were therefore unlikely to make a request.
Because buyers seldom see the title to a vehicle, the disclosure notice is critical.

Similarly, Saturn notified nearly 2,000 Saturn owners that it wished to buy back
their vehicles because contaminated coolant from one supplier had damaged certain
components. While such "pre-emptive" buybacks benefit original owners, under AB
1381 they could harm subsequent buyers, because the manufacturer and its dealers
would not be required to provide notice.

Surely it is not the intent of AB 1381 that manufacturers and dealers could
evade the notice requirement when the manufacturer knows a line of vehicles is
defective, and simply contacts the original owners before they make a "request."

For the above reasons, we propose the following language, based on statutes
n other states and the model bill proposed by the National Association of Attorneys
general Working Group on Resold Lemons. It would eliminate the ambiguity
-.:oncerning which vehicles are "lemons" or "goodwill" buybacks. It specifically
ncludes so-called "voluntary" repurchases. At the same time, it provides an
)xemption for legitimate "goodwill" buybacks.

The language is enclosed for your review. If the bill is so amended, we would
hen be pleased to give AB 1381 our support.

;enter for Auto Safety

;onsumer Action

onsumers Union

Consumer Federa of America

Motor Voters

F lease reply to: Cher McIntyre, Associate Director of Advocacy, Consumer Action,
E 23 W. 6th Street, Suite 1105, Los Angeles, CA 90014. Phone: 213-624-4631.

c Members, Senate Judiciary Committee; Committee Consultant Gordon Hart;
I\ embers, Senate Appropriations Committee

4
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PROPOSED AMENDMENTS TO AB 1381 (As amended 7/23/95)

Amendment 1

On page 3, line 16, insert:

(c) For purposes of this section and Section 1793.24, a
"buyback" vehicle means a motor vehicle that has been replaced,
reacquired, or repurchased by a manufacturer, or a finance or
lender subsidiary of a manufacturer, or a nonresident
manufacturer's agent or an authorized dealer, either under the Song
Beverly Consumer Warranty Act (Civil Code 51793) or a similar
statute of another state or by judgment, decree, arbitration award,
settlement agreement or voluntary agreement in California or
another state. "Buyback" vehicle does not include a motor vehicle
that was repurchased pursuant to a guaranteed repurchase or
satisfaction program advertised by the manufacturer, provided the
vehicle was not alleged or found to have a nonconformity that
substantially impaired the use, value or safety of the new motor
vehicle to the buyer or lessee.

Amendment 2
On page 3, commencing with line 16:

(e) (d) Any manufacturer whereeequires er assists-a-dealer-er
14eftholdcr-te rcacqu4re-a- meter veh4ele registered -4n thia otatc7
erty-e-ther-statcere-fetlerallyadminiatereddistriet of a buyback
vehicle 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 larval -ree-equired-piireuent e the previaiens ef subd4v4s4en-i-d+
ef -Seet4en 1794.4, 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 4f -the menufaeturer new er
sheuld have known that the yehiele in --required by law te be
replaced, accepted fer restItutien due te-the faIlure ef the
manufecturer to eenferm the veh4ele to --app cable werrantica
purouant .e subd4vis4en +di ef Seet4en .1793.4, er aeeepted fer  .
rest4ti:rt4en by the manufacturer due te the faIlu-re ef the so;
manufaeturer te eel:4er* the vehicle te warrant4es requ4red by any en

other app4eable law ef the otate, any other otatc,-er -federal

Amendment 3
On page 3, commencing with line 38:

(d) (e) Any manufacturer whe -reeectuires-er assists a- dealer er
lienheider -te reaegu4re a der vehicle in -reepense -te e request -by
the-buye-o-lessee that -the 2.tehiele he either -laetalaeeel er eeeepted

49eeauee-the vehicle d44 net-cenferm to empress
warranties, of a buyback vehicle shall, prior to sale, lease, or
other transfer of the vehicle, execute and deliver to the

1
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subsequent transferee a notice and obtain the transferee's written
acknowledgement of a notice, as prescribed by Section 1793.24.

Amendment 4
On page 4, commencing with line 8:

(e)(f) 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 vchiclele mehuacturer tee - expense -e -

request by the -last-retail ewher er-Ieesee e the veh4e-le that -it
-be -replaee-d-er-accepted for restitut-ien- because the vchi--e-l-e het
conform to expreoo warrantica, a buyback vehicle, shall, prior to
the sale, lease or other transfer, execute and deliver to the
subsequent transferee a notice and obtain the transferee's written
acknowledgement of a notice, as prescribed by Section 1793.24.

Amendment 6

On page 5, line 11: manufacturer of the reacquired buyback
vehicle

Amendment 7

On page 5, lines 15-16:

(2) Whether That the title to the vehicle has been inscribed
with the notation "factory buybackA "Lemon Law Buyback."

Amendment 8

On page 5, commencing with line 30, Under "WARRANTY BUYBACK
NOTICE":

(Chee4
'1----Thia vehicle was rcpurcha3cd by the veh4c-iels

mehufacturer aftc-r the Iaet -reta-1 erione. er-Ieesee -requested ita
repurchase due to the listed below.

Amendment 9

On page 8, commencing with line 26:

(7) A motor ve-114e-ie that brae-been reacquired under
circumstance' described iR c -Geeten
the-G-iv-i-1---Gede7 buyback vehicle, 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."

2
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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

MEMORANDUM
To Chuck Storm
From Peter Welch
Date September 7, 1995
Re AB 13 81 (Speier) - Assembly Transportation Committee Republican Analysis

We have just reviewed a copy of the Assembly Transportation Committee
Republican Analysis of AB 1381 and take issue with the following items presented in that
analysis:

1. AB 13 81 does not amend California's "Lemon Law" (Civil Code Sections 1793.2 and
1793.22). Rather, AB 13 81 revamps the California's Automotive Consumer Notification
Act [Civil Code Section 1795.8] -- which specifies conditions under which dealers and
manufacturers must disclosure the physical condition of a vehicle repurchased by a 0
manufacturer because of a warranty dispute between the consumer and the vehicle's
manufacturer. to

I-
z

2. Under existing law a manufacturer must give a statutory notice to the subsequent
purchaser of a repurchased motor vehicle and brand the title if the vehicle "is known or

w-
should be known to have been required by law to be replaced or required by law to be
accepted for restitution by a manufacturer due to the inability of the manufacturer to
conform the vehicle to applicable warranties pursuant to subdivision (d) of Section 1793.2 (.0

..." [see Civil Code Section 1795.8(c)].

Zsatib

As initially passed by the Assembly, AB 1381 changed this standard to one which
would only require a manufacturer or dealer to give notice to the subsequent purchaser son
and brand the title under limited circumstances -- the car was ordered to be repurchased soso

by a court or arbitration order; it was repurchased during the pendency of "lemon" law
litigation/arbitration proceeding or with in six months of such a proceeding; or, the vehicle
was repurchased within 6 months of a written request by the original owner to the
manufacturer (referred to in the analysis as the "clear bright lines" standards). A number
of the auto manufacturers were dissatisfied with the so call "bright lines" standards as
initially passed by the Assembly and we attempted to satisfy those concerns with the June
14, 1995 Senate amendments. However, those amendments did not satisfy all of the auto
manufacturers.

Headquarters  420 Culver Boulevard, Playa del Rey, California 91293  213/30b -b232  FAX 213/301-8396
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Thereafter, we ran into a firestorm of opposition from consumer groups and the
Consumer Attorneys of California on a myriad of issues, including the so called "bright
lines" standards which those groups opposed on the same grounds that Governor
Deukmejian vetoed a similar bill we sponsored in 1990 (SB 2569 - attached is a copy of
the veto message).

As a result of the opposition and the will of the Senate Judiciary Committee, AB
1381 was again amended to reinstate the disclosure standard contained in current law.
However, a handful of automobile manufacturers have fallaciously argued that the Senate
amendments will expose them to expanded liability for a failure on their part to disclosure
the "lemon" status of a repurchased vehicle. Such arguments are groundless in that the
AB 1381 standard for auto manufacturer liability is identical under current law.
Statements contained in the Republican analysis that AB 1381 will "give rise to confusion
and opens the door for litigation" are incorrect. The fact of the matter is that the
disclosure standard for "lemon" law buybacks remains the same as under current law and
General Motors and Chrysler have both already been sued by DMV for their flagrant
failure to disclose the "lemon" law status of vehicles to a host of California consumers and
car dealers who unwittingly purchased such vehicles.

3. The Republican analysis claims that AB 1381 "makes an original manufacturers
buyback automatically a lemon ..." This statement is also incorrect. Under the provisions
of AB 1381, only vehicles that are "required by law to be repurchased" must be have their
titles branded and a door frame notice attached [see subdivision (c) of Civil Code Section
1393.23]. Manufacturer "goodwill" buybacks will not require title branding or door
frame notices. However, under the provisions of AB 1381 [see subdivisions (d) and (e) of
Civil Code Section 1793.23], the next retail purchaser of any vehicle that has been
repurchased by a manufacturer in response to a request from the original owner that the
vehicle be replaced because it did not conform to an express warranty (whether the vehicle
qualifies as a "lemon" or simply a "goodwill" repurchase), must be given a notice
described in Civil Code Section 1793.24.

AB 1381 is no longer opposed by the Center for Auto Safety or Motor Voters
(attached is their latest letter which states a "Support If Further Amended" position). The
American Automobile Manufacturers Association did not testify against the bill at any of
the hearings and their letter to Jackie Speier of September 6, 1995 raises "concerns" but
does not state an oppose position. (whether the vehicle qualifies as a "lemon" or simply a
"goodwill" repurchase)

AB 1381 clarifies and strengthens the existing Automotive Consumer Notification
Act (see attached memo) and as such is a good consumer bill that should be supported by
the Assembly Republican Caucus.
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ASSEM ILLY
CALIFORNIA LEGISLATURE

K. Jacqueline Speier
Representing

San Mateo County

September 17, 1995

Governor Pete Wilson
State Capitol
Sacramento, CA 95814

Dear Governor Wilson:

I respectfully request your signature on AB 1381 which
strengthens the disclosure process involved when a vehicle,
repurchased by the factory or a dealer from the original owner
is resold to a second buyer.

This measure is sponsored by the California Motor Car Dealers
Association whose members seek not only greater clarity in the
law in terms of what must be disclosed when reselling a buyback
vehicle, but also standardization of disclosure. This bill
provides for a user-friendly form which allows for an explanation
of why the vehicle was bought back and what repairs were
performed to correct cited problems. Current law mandates a
23 -word disclosure statement which provides no meaningful
information to the dealer or the buyer.

The need for the bill was underscored by a series of
investigations by DMV which led to charges being filed against
General Motors and Chrysler regarding violations for failing to
disclose to second buyers that they had purchased a factory
buyback vehicle. General Motors paid $330,000 in a settlement
with the state while the Chrysler case is awaiting the decision
of the administrative law judge. AB 1381 specifies that its
provisions apply to vehicles repurchased after January 1, 1996,
so the bill does not impact any pending DMV actions.

The key to AB 1381 is that it provides that every vehicle that is
bought back cannot be resold unless accompanied by a completed
disclosure form. The form provides that a buyback vehicle must be
identified as one that was either repurchased due to specified
problems described on the form, or repurchased as a " Lemon Law p
Buyback ". In the past manufacturers have resold many buyback
cars without disclosure, claiming the law only required
disclosure on vehicles repurchased under the Lemon Law.

These undisclosed sales have triggered numerous legal actions on
the part of private attornies as well as the DMV. In brief,

'44
State Capitol

Sacramento, CA 94249-0001
(916) 445-8020

Printed on Recycled Paper

220 South Spruce Avenue, Suite 101
South San Francisco, CA 94080

(415) 871-4100
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page 2

AB 1381 and its " mandated paper trail " should reduce litigation
centered around the resale of buyback vehicles.

I must emphasize that the bill does not amend the current Lemon
Law which determines when a vehicle qualifies for legal action
that could result in an order that the vehicle be repurchased.
The decision process for branding vehicles as lemons is not
affected by this bill; however, the measure does require that
true lemon vehicles have their titles branded in the name of the
manufacturer and that a " Lemon Law Buyback " decal be affixed to
the left door frame.

AB 1381's disclosure process will reduce litigation associated
with disputes over the disclosure of a buyback vehicle's history.

Toyota is neutral on the bill. The American Automobile
Manufacturers Association wrote me on 9/6/95 to say it would
support the bill if I changed the term that appears on the
disclosure form and the title from " Lemon Law Buyback " to
" Manufacturer Buyback. " I did not accept this amendment as the
proposed name change serves to confuse consumers and dealers
alike. " Lemon Law Buyback " is a subset of " Manufacturer
Buyback " and is clearly a major improvement over the current law
term of " Warnty Rtd. "

I have attached an investigative report, Bitter Fruit, by the
Assembly Committee on Consumer Protection, Governmental
Efficiency and Economic Development which details the reasons why
this bill is needed.

All the

0 kie Speier
State Assemblywoman
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STATE OF CALIFORNIA

STATE BOARD OF EQUALIZATION
450 N Street, Sacramento, California
(P.O. Box 942759, Sacramento, CA 94279-0001)
Telephone: (916) 445-1441
Facsimile: (916) 445-2388

October 21, 1994

Honorable Jackie Speier
Assemblywoman, Nineteenth District
State Capitol, Room 4140
Sacramento, CA 95814

Dear Assemblywoman Speier:

MEMBER
First DsOld

BRAD SHERMAN
Socand District, Los Moolas

ERNEST a DRONENBURO, JR.
Third District San Dago

MATTHEW K. FONG
Routh District Los Angeles

GRAY DAVIS
ControlNr, Sacrermonto

BURTON W. OLIVER
ExitedIvo DiscJar

Mr. Glenn Brank of the Assembly Office of Research requested that we write to you regarding our
experience with the lemon law. We receive claims for refund filed pursuant to the lemon law from vehicle
manufacturers for the recovery of sales tax.

The requirements for the claim are as follows:

w
1. The claim must be filed by the manufacturer pursuant to the lemon law (if this is not 0

the case, any other claim must be filed by the selling dealer and is covered under
Revenue and Taxation Code Regulation 1655, Returned Merchandise);

I-
z

2. Proof must be provided that the sales tax has been previously remitted to the State;

3. The purchaser must have been reimbursed previous to the filing of the claim and in
accordance with Civil Code Section 1793.2. This includes the sales price of the
vehicle, documentation fee, sales tax and license fee, less the allowable usage deduction
(as defined by the statute); (79

w

4. The purchaser must have been given the choice of cash restitution versus vehicle
replacement. This is usually verified through a statement obtained from the purchaser
attesting to have been given this option. so.

amas
Since July 1990, we have received 3,925 claims for refund from manufacturers. Of the claims

received, 94% are from major domestic manufacturers and 6% are from various smaller/foreign
manufacturers. We receive on average 50 to 100 claims per month. As an example, during the months of
August and September of this year we received 117 lemon law claims. Unfortunately, I am unable to
provide these figures from specific manufacturers as I have been informed by the Board's Legal staff that
this information is confidential under the Sales and Use Tax Law.

The above totals only include lemon law transactions for which specific claims for refund were filed
by the manufacturer. We often are not aware of many lemon law vehicle transactions for which no claim
for refund is filed by the manufacturer, but rather the dealer has taken a deduction on their sales and use
tax return.

LIS - 17b
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Honorable Jackie Speier -2- October 21, 1994

It is our understanding, from information obtained from the Department of Motor Vehicles (DMV),
that until recent action taken by DMV against one of the major domestic manufacturers, none of the
manufacturers were branding DMV titles. We have also been informed that DMV is considering action
against several other companies for the same violations.

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. 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 with a trade-in. 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
amounts; 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.

If we can be of further assistance, please do not hesitate to contact us.

Sincerely,

Glenn A. ystrom
Deputy Director
Sales and Use Tax Department

GAB:ama
115BB

cc: Honorable Brad Sherman
Honorable Matthew K. Fong
Board Member, First District
Honorable Ernest J. Dronenburg, Jr.
Honorable Gray Davis
Mr. Burton W. Oliver
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TO:

"....5E -,9'-c. '61.E, ELD77.

STEVEN B. SOLOMON
Attorney at La.

(H) Trousdale Drive
Burlingame. CA 94010

ZBAMISILLITAL

Mr. Richard Steffen
Office of the Hon. Jackie Speier
State Capitol
Sacramento, CA 95814

SUBJECT: Proposed Resale Lemon Bill.

Fax: (415) 642-061 S

DATE: Jan. 5, 1995

Rosemary Shahan sent me a copy of Assemblywoman Speier's prop_
resale emon bill, and I forward the following comments.

As background, I am a consumer lemon law attorney in Burlingame,
CA, practicing for over ten years and have handled hundreds of
lemon law cases.

The Intent Statement of the proposed bill struck me as superficial w
considering the underlying concerns about resold lemon vehicles 5
wher. the vehicle's lemon history is not disclosed to the buyer -- cr

w
namely, protecting Californians from death and injury from (
defective vehicles, and assuring that buyers receive the full H

z
market value of what they purchase. w

H
z

From my research, six states and the District of Columbia require w
title branding of resold lemons (e.g. Alabama and south Dakota F
specify language on the title "THIS VEHICLE WAS RETURNED TO THE <

_1

MANUFACT'JRER BECAUSE IT DID NOT CONFORM TO ITS WARRANTY."). w

w
In addition, 20 states regulate the resale of lemons from their own _1

-and other States. Of those States, Vermont, Pennsylvania, Ohio and ....0._

.ble.,Minnesota mandate that MQ prior lemon vehicle with a serious safety
*ismdefect may be resold in that state. an

al
a

I was also puzzled about why the proposed bill addressed only
"repurchases" of lemons. In addition, car makers also maims
lemons. Moreover, the proposed bill contains no penalties' vnon-
compliance, and does not appear to mandAte the reps 'ig of

reacquired lemons before they are resold to California consumers.

I propose simplifying and strengthening this proposed bill as
follows:
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EAILEY LAW ELDG. FGE 22

/
Mr. Richard Steffen
January 5, 1995
Page Two

"If a new motor vehicle (per Civil Code section 1793.22(e)(2))
has been acquired by a manufacturer under the provisions of Civil
Code section 1790 et seq., or a similar statute of another state,
whether as the result of legal action, an informal dispute
mechanism, or voluntary resolution of a warranty dispute, it may
not be resold in this state unless:

(a) The manufacturer discloses in writing to the
subsequent purchaser the fact that the motor vehicle was returned
under the provisions Of Civil Code section 1790 et seq., the nature
of the nonconformities, and the name and address of the former
owner;

(b) The manufacturer discloses in writing to the
subsequent purchaser that the identified nonconformities have been
repaired, and provides the same express written warranty provided
to the original purchaser, for one year and/or 12,000 miles from
the date of subsequent purchase;

5
(c) The manufacturer returns the title of the new motor

vehicle to the Department of Motor Vehicles on forms proscribed by H
the Department, along with an application for title in the name of
the manufacturer. The Department shall brand the title issued to H
the manufacturer, and all subsequent titles to the new motor
vehicle, with the following statement:

H

(9
w

The manufacturer in prohibited from reselling a new motor vehicle
in California that has been identified as having a serious safety

qk-ssou.defect. ` ss
sm
on

"THIS VEHICLE WAS RETURNED TO THE MANUFACTURER
BECAUSE IT DID NOT CONFORM TO ITS WARRANTY."

A violation of this (chapter] shall constitute prima facie evidence
of an unfair or deceptive act or practice under California law."

Thank you for the opportunity to provide input on this important
public policy issue. If I can be of any further assistance, please
feel free to contac me.

very y yours,

Stevan B. Solomo , Esq.

cc: Nancy Peverini, CTLA
Rosemary Shahan, Motor Voters
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STEVEN a SOLOMON
Attornty
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Rofiemary Shahan OAT Jan.
MOTOR VOTERS
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X 524-1

EYEI: 417.71,:;.'7;36.1.E

i0T0;- .107E5'S

Roaemary Stalhan
ilnoary 2) 1995

Two

moreover, brendi' A 'itle "LEM(Aq LAW BUYBACK° is not an eapt-lAlly
ii l:.T1f- for consura. My preference i6, as
Alabama anci z DaXt mandate, "TN r VEHICLE WAS RETURND TO .7HE
MANUFACTuirLP_ Si -AkUSF, ,. DIY: Nc).T ONRM To iTs WARRANTY."

Of. the eever states and Distr;ct of Coiumbia that reogIr. tit)e
randirg for resold lemons, 0.0., New .7ersey and Ver'
specify any particula angl.,1age. The states of Indiana, ar

Connecticut requir ,ione form of "MANUFACTURFR anE;ACY . .°

Why, for gooc5ness sakes, would the DXV and the Dept. of Consumer
Attairs want coOse of all repair records made Lc) all rea.old
lemons, per Kennitzer's subsoution (gi? It iu sof .ant that the
seaer have rh.i informmtjon avo_ilahle to the pot,.tlal buyer.

hope thie feedbec'k is some help to you. Please feel free to
_.4-)taot me for hny further

P.S. Late flash -- the CTIA roLum editor called yesterday, and is
r-eatel r. vinising 471 article I rte last year at>out the

t;13.1..azan... cab .
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American Automobile Manufacturers Association
tapc-rroo,c, ei Genera) Motors

February 23, 1995

ViA

Mr. Frank Zolin, Director
California Department of Motor Vehicles
2415 Firs: Avenue
Sacramento, CA 95M8

Dear Mr. Zolln:

Members of our Association have been advised by your legal department that the
Depat.tment of Motor Vehiele8 (DM v) has decided to notify owners of approximately
10,000 vehicles throughout the State of California that their vehicles were repurchased by
the manufacturers pursuant to the Consumer Warranty Law (Lemon Law) and that the
titles Should have been branded The notice will advise thasc owners that their iltles must
be submitted to the DMV for branding We believe this action is unwarranted and will
cause significant hardship to the owners of these vehicles as well as automobile dealers
and manufacturers throughout the State of California We respectfully request that IhOi.
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
of the reason for repurchase and any repairs that have been made. In many cases, the
manufacturer repurchased the vehicle for reasons other than the Lemen 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 arid 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 these reasons,
described in more detail below, we are asking that you reconsider your decision to carry
out the retroactive branding of these titles.

1. Non -Lemon yehicles A substantial portion of the 10,000 vehicles targeted for
branding were not repurchased pursuant to the Lemon LiaW and therefore should
not be branded. The Lemon Law only applies to those vehicles that have been

IIUIQulttttt ILTHIT OFFICI

101 k Strut, 1.1t line HO, DkOintlen, D C 1t/IS I430 Smite hem, Sate iDe.Detilit, KI 4nD7
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Mr. Freak Zolin
2123195
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 before they beecene non -conforming vehicles under thc
Lemon Law. For the DMV to ntandate the branding of the titles of these vehicles
whose owners were given full disclosure of their buy back status would
wrongfully reduce the value of then vehicles and create a customer relations
nightmare for dealers and manufacturers.

2. Ngr-Cornoliance b./the12MV. 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 te give guidance to ale public on
complying with the law and has not trained its own staff 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 preper

. disclosures were received by the DMV that the vehicle in question was
repurchased pursuant to the Lemon Law. By rebranding all vehieles repurchased
and resold in the State of California, the DMV would be exceeding its legzi
authority as well as unfairly impairing the value of vehicles for which proper
disclosure was made.

3. Peading Legislative ChIegees In recognition of the many ambiguities in the
present law and the lack of guidance from the DMV on title branding. legislation
has been proposed, apparently supported by state legislator Jackie Spiess, 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 backs 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 actually implemented.

4. Ilawarranted Lijjgation. The net effect of thc 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 benefe.earies are
those lawyers in California who gain access to thc names and addresses of the
owners of these vehicles only to file nuisance suits against manufacturers and
dealers.

ZOLIN.DOC
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Tyr . Frank Zolin
2/23/95
Page 3

Dealers and manufacturers throughout the State of California have made a good
faith effort to comply with the disclosure requirements of the CaLfornia Lcrnon Law
The ambiguities in the law, coupled with the absence of guidance from the DMV and the
DMV's own failure to brand titles, leave no justification for the DMN1 to take the
harmful, punitive step of 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 and, inqeaci,
work with the industry arid 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,

Brady
Vice President and General Counsel

PDB/srd

Mr. William G. Brennan
Deputy Secretary
Business, Transportation & Housing Agency

201,IN DOC'
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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 eytarl th1/2, pnh'en wzs ,..111r!rri the rvnrs?(-47+, hpa-ir7

in October 1994 before the A55611106, Committee on Consumer Affairs,
chaired by Assemblywoman Jacqueline Speier. At that hearing,
representatives of a number of automobile companies pledged to work with
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.

ASSOCIATION OF INTERNATIONAL AUTOMOBILE MANUFACTURERS. INC
1001 19TH ST. NORTH  SUITE 1200  ARLINGTON, VA 22209 1 TELEPHONE 703.525.7788 III FAX 703.525.8817
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Mr. Frank Zolin, Director
March 13, 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 Jaws. 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 all appropriate disclosures to protect their interests,
can best be furthered if the Department Joins with the automobile industry and the
legislature to enact an effective statute. Such legislation would standardize title branding
requirements throughout the State and authorize 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 legislature and other interested parties to advance
consumers' legitimate interests in this area.

incerely,

John T. Whatley
Assistant General Counsel

JTW:cdf

cc: Assemblywoman K. Jacqueline Speier
William G. Brennan
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Of CALIFORNIA-BUSINESS, TRANSPORTATION AND HOUSING AGENCY PET E Gorw.c.,

OFFICE OF THE DIRECTOR

DEPARTMENT OF MOTOR VEHICLES
P. 0 BOX 932328

SACRAMENTO. CA 94232-3280

April 12, 1995

Mr. John T. Whatley
Assistant General Counsel
Association of International

Automobile Manufacturers, Inc.
1001 19th Street North, Suite 1200
Arlington, VA 22209

Dear Mr. Whatley:

Your letter to me of March 13, 1995, asks that the Department
of Motor Vehicles reconsider its decision to notify subsequent
purchasers of vehicles repurchased under the California lemon
law.

As you are probably aware, California statutes require the
department to place on the face of both the ownership and
registration documents an indication that the vehicle has been
returned to a dealer or manufacturer pursuant to consumer
warranty laws, as it applies to a "lemon" vehicle. We
recognize that not all vehicles returned to the dealer or
manufacturer are "lemons." Thus, if the Department of Motor
Vehicles has knowledge that a vehicle has been returned
pursuant to consumer warranty laws as a "lemon," it has no
discretion and must brand the title. Also, if the department
previously inadvertently failed to properly brand the titles
of some vehicles and it is subsequently brought to our
attention, then we must take steps to correct this oversight.
And finally, when consumer complaints are filed and an
investigation reveals prior lemon law repurchases, the
department must act appropriately.

We can assure you that the only vehicle titles to be branded
are those that:

ADM. 601 (REV. 1/91)

have been repurchased pursuant to the provision of the
warranty law.

sales tax reimbursement was requested from the Board
of Equalization. (It is our interpretation of the
statute that a refund of tax can only occur for the
repurchased vehicle under the "lemon" law.)

the manufacturer has indicated the vehicle is a
warranty return. Or,

when as a result of arbitration, mediation, or other
third party adjudication or determination, that the
vehicle has been determined to be a "lemon."

A Pao& S'etam /lower& gr
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Mr. John T. Whatley
Page Two
April 12, 1995

As I have repeatedly stated, the department will welcome and
accept any information from any manufacturer seeking input as
to which vehicles should or should not be title branded.

Enclosed are the published departmental guidelines provided to
help the industry comply with the law. These two documents
are in addition to the published federal guidelines. There is
also additional information provided in the publications from
the Department of Consumer Affairs. We feel that there is
sufficient guidance available to the regulated industry to
achieve the compliance needed in this area.

Finally, it is our full intention to work closely with the
Legislature, the industry, and any other interested parties to
address the needed enhancements to the consumer warranty
statutes. We have already begun providing information and
technical assistance to the Legislature.

I will be happy to meet with members of your organization at
any mutually convenient time regarding this matter.

Sincerely,

ORIGINAL SIGNED BY 5

FRANK S. ZOLIN
Hz

FRANK S. ZOLIN
Director

Enclosures

cc: Assemblywoman K. Jacqueline Speier
William G. Brennan
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r
1.950 VEHICLES RETURNED TO DEALERS UNDER CONSUMER WARRANTY

LAWS (LEMON LAW-CC §§1793.2, 1795.8)
Vehicle manufacturers are required to replace a new motor vehicle or make restitution, if the
vehicle does not conform to applicable warranties.

Any dealer selling a vehicle in this state that is known to have been replaced or accepted for
restitution under the consumer warranty laws of this state or any other state or federal law, shall
include a disclosure statement signed by the new owner in the titling documents. This includes
vehicles with out of state documents that have been similarly branded and for which the dealer has
knowledge of the vehicle's return under consumer warranty laws.

The disclosure statement may be on a Statement of Facts (REG 256), or dealer's letterhead. It
cannot be signed by an attorney -in -fact and must be worded as follows:

"This motor vehicle has been returned to the dealer or manufacturer due to a defect in the vehicle,
pursuant to consumer warranty laws."

The procedure is:

If the application is... and...
then technicians will key

code "R" in the Prior
History field on the Data
Collection Screen, and...

submitted by a dealer

contains California or out of
state titling documents
with a disclosure statement

continue processing. DO
NOT RDF for disclosure
statement.

contains California or out of
state titling documents,
branded with a consumer
warranty message, but does
not contain a disclosure
statement

RDF for disclosure
statement.

submitted by an
individual (non -dealer)

contains titling documents,
either out-of-state or
California, with a written
disclosure statement or
branded with a consumer
warranty message

continue processing.

DO NOT RDF for disclosure
statement.

Code "R" will cause the message "WARRANTY RETURN" to print on the registration card/title.
The Registration Card produced from headquarters may be printed with "WARNTY RET." This
message is stored in Subrecord E, Record Condition Code 49, Reason 10 (R67 inquiry). An R61
inquiry will display the following message: "Veh returned to Dlr or Mfg due to defect pursuant to
Consumer W'v.rrnrIt', Law."

REV. JUNE 1993
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CHAYTER 2-USED VEIUCLFS

2.020 CONSUL CORPS-USED VEHICLE
Process as a "Customer Demands Certificate of Title" sale, as
outlined in § 2.015 of this handbook, except instruct the
consular official to submit the application directly to the
Department of State (refer to § 1.030 of this handbook for
address and detailed Consul Corps procedures).

REFERENCE: RM § 17.640.

2.030 VEHICLES RETURNEE) TO DEALER UNDER
CONSUMER WARRANTY LAW (LEMON LAW)
Statutes require the department to mark the records of those
vehicles returned to the dealer or manufacturer as described
in Civil Code § 1793.2 (commonly known as the "lemon law").
These are vehicles which do not conform to applicable
warranties even after a number of attempts to repair them.
The front of the titles and registration cards for these vehicles
will be marked "WARNTY RET" by the department.
When selling a vehicle which was returned under this law, a
Statement of Facts (REG 256)* must be must be signed by the
new owner (powers of attorney are not acceptable in these
cases) and included with the application. The statement must
indicate the following:

"This motor vehicle has been returned t the dealer or
manufacturer due to a defect in the vehicle, pursuant to
consumer warranty laws."

*This statement may also be made on dealer letterhead.

Page 2-7
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LAWRENCE J. HUTCHENS 9556 FLOWER 5rREE-
SucTE xi

BELLFLOWER. CALIFORNIA 907OG-5708
1310) 804-0600

FAX 03101 80.3-0603

May 12, 1995

MARK F. ANDERSON
Kemnitzer, Dickinson, Anderson & Barron
368 Hayes Street
San Francisco, California 94102-4477

Dear Mr. Anderson,

As per our conversation of today I have reviewed my past cases
involving Nissan Motor Corporation. The cases I have handled in
the past ten years consist of the following:

1,__Gallo vs. Nissan Motor Comoration_

This case involved a vehicle warranted by Nissan which
suddenly accelerated in the Long Beach Marina Shopping Center and
crashed into a tree. It was tried in municipal court and resulted
in a defense verdict.

2. Nguyen vs. Nissan Motor Comoration_

This involved a vehicle which was subject to repeated repairs
for a problem with the front end causing the car to pull to the
right. It was settled after the judicial arbitration for actual
damages and attorney fees of less than $5,000.00.

3. Cortez vs. Nissan Motor Comoration_

Ms. Cortez's vehicle had been in for many transmission repairs
which were unsuccessful. The case settled for a actual damages and
a civil penalty along with attorney fees and cost less than
$8,000.00.

4.__Lara vs. Nissan Motor Comoration_

Ms. Lara, a young first time buyer, was plagued with serious
car problems that never were repaired after numerous attempts.

- Nissan's response to her request to replace or repurchase the car
was an arrogant refusal. This case settled for a actual damages
and a substantial civil penalties at the mandatory settlement conference.
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5. Villareal vs. Nissan Motor Corporation_

The arbitration award is attached for your review. The case
'has settled for significantly less than the arbitration award.

6, _Regan vs. Nissan Motor Corporation_

This was the first year of the Nissan Van. This car's
interior temperature was over 105 degrees even with the air
:onditioning on high. Nissan attempted to fix the problem by
iesigning an engine heat shield which prevented the heat from the
engine, which was located in the passenger compartment, from making
the interior so uncomfortable. This attempt at redesigning the van
was unsuccessful. The case settled near the time of the at the
judicial arbitration for a repurchase of the vehicle and less than
$4,000.00 in attorney fees.

7. Hamilton vs. Nissan Motor Comoration_

This case settled early on for his actual damages and minimal
attorney fees.

8. Kelly:vs. Nissan Motor Comoration_

This case settled after the judicial arbitration for near
the arbitration award of $6,500.00 and approximately $3,000.00 in
attorney fees and costs.

It must be emphasized that this is every case that I ever
filed against Nissan. Before I filed the first three cases I
called Nissan and asked if I could meet with someone at Nissan
since I had three cases that I wanted to avoid filing. Their
response was they had no one who could talk to me.

I have had no case with Nissan in the past 3 years and only
one in the past 5 years.

LJH/ys
enc

Lawrence J. Hutchens
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JUDICIAL ARBITRATION & MEDIATION SERVICES, INC.
500 N. State College Blvd., Suite 600
P.O. Box 14095
Orange, CA 92668

(714) 939-1300

SUPERIOR COURT OF THE STATE OF CALIFORNIA

FOR THE COUNTY OF ORANGE

)

RICHARD C. VILLAREAL, ) CASE NO. X53 89 17
)

Plaintiff, )

)

vs. ) AWARD OF ARBITRATOR
)

NISSAN MOTOR CORPORATION ) C.C.P. 1141.10 et seq.
IN U.S.A., et al., )

) C.R.C. 1600 et seq.
Defendants. )

)

)

The undersigned arbitrator, pursuant to

stipulation, heard the cause on .04/24/89 and having

considered the evidence of the parties, awards in full

settlement of all claims submitted to arbitration as follows:

AS TO CLAIM OF PLAINTIFF AGAINST DEFENDANT, NISSAN MOTOR

CORPORATION IN

1. June 5, 1986, was the delivery "in-service"

date for commencement of Defendant, NISSAN MOTOR CORPORATION

////

////
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IN U.S.A.'S (hereinafter "NISSAN") express warranty pursuant

to the Song -Beverly Consumer Warranty Act on Plaintiff's

purchase of a new 1986 pickup truck from dealership Defendant

Nissan of Cypress (hereinafter "CYPRESS").

2. During the express warranty period, Plaintiff

experienced an intermittent engine hesitation or surging

described in Nissan Service Bulletin TS87-135 "as if the

ignition is shut off for less than a second and then turned

back on." Plaintiff's testimony was that he experienced the

problem when he drove at a constant speed of 65 M.P.H. and

the vehicle shutoff down to 5 to 10 M.P.H. He was almost

rear -ended on the freeway. Plaintiff took the vehicle into

Cypress for repair of this problem 10 or 11 times over a 13

month period. The vehicle was taken in 2 or 3 times within

the first 12,000 miles and 6 or 7 times within the first
w

year. The last time was September 14, 1987. Cypress' Terry 5

Griebel first noticed the problem on August 4, 1987, and had

fuel pump replaced. In October, 1987, Nissan's Gary Bretzman

again noticed the problem and ordered replacement of the
IF

throttle body unit. Since Plaintiff refused to pick up the Icy)

vehicle after September 14, 1987, the vehicle was resold. lw
1-1

The arbitrator rules that the repair problem

continuously reported by Plaintiff was a "nonconformity"

which substantially impaired the use, value, or safety of

Plaintiff's new motor vehicle. See Civil Code, Sec.

1793.2(e)(4)(A).

////

////
-2-
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3. Plaintiff does not need the rebuttable

presumption contained in Civil Code, Sec. 1793.2(e)(1), which

presumption !'shall not be construed to limit those <the

buyer's> rights." (Emphasis added). Besides the 10 or 11

times Plaintiff took the vehicle into Cypress for repair of

the nonconformity, he "directly notified" the manufacturer

NISSAN by telephone on September 24, 1987, and by letter on

September 29, 1987. The arbitrator rules that neither NISSAN

nor CYPRESS was able to repair the vehicle's nonconformity

"after a reasonable number of attempts." See Civil Code,

Sec. 1793.2(d).

4. Plaintiff is entitled to actual damages but is

entitled to the additional civil penalty of Civil Code, Sec.

1794 (c) only if NISSAN'S failure to comply with Civil Code,

Sec. 1743.2(d) was "willful." The arbitrator has studied the

cases submitted by the attorneys, Hale vs. Morgan, (1978) 22

Cal. 3d 388 and Troensegaard v. Silvercrest Industries (1985)

175 Ca. App. 3d 218, and concludes that NISSAN'S failure to

comply was willful. Time had run out for Plaintiff to wait

any longer because the "reasonable number of attempts" made

to repair were unsuccessful. Pursuant to Civil Code Sec.

1793.2(d), NISSAN was required to either replace the vehicle

or reimburse the Plaintiff in the statutory amount required.

Instead NISSAN offered Plaintiff a trade -out which would

require him to pay for a different vehicle than the 1968

pickup truck. NISSAN'S conduct was not malicious but it was

deliberate.

////
-3-
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The arbitrator rules that the willfulness of Civil

Code, Sec. 1793.2(d) is not analagous to the wrongdoer's

mental state required for punitive damges. The fact that

CYPRESS (the dealership) made a continuous good faith effort

to correct the nonconformity does not absolve NISSAN (the

manufacturer) from its deliberate failure to comply by EITHER

REPLACING THE VEHICLE OR REIMBURSING THE PLAINTIFF.

5. The arbitrator rules that Plaintiff is entitled

to statutory attorney's fees because this case was "pending"

on January 1, 1988.

6. Award is therefore in favor of Plaintiff,

VILLAREAL, and against defendant, NISSAN, for damages

computed as follows:

Downpayment $ 1,200.00

16 monthly payments $ 3,091.36

Deficiency balance $ 1,292.39

Total actual damages

Statutory civil p4nalty

Statutory attorney fees

$ 5,583.75

11,169.50

5,594.00

TOTAL $22,347.25

Plus costs of $617.60.

-4-
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AS TO CLAIM OF CROSS -COMPLAINANT NISSAN OF CYPRESS LGAINS.T

CROSS -DEFENDANT NISSAN MOTOR CORPORATION IN U.S.A.:.

Since 'attorneys fees were not prayed for or

stipulated to, costs only are awarded in favor of NISSAN OF

CYPRESS.

DATED: May 9, 1989

-5-

_2L
SAMUEL M. la
4

ENS, Arbitrator
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/order that your award may be entered by our Judgment Section.LEASE CLEARLY SHOW THE FULL NAMES OF THE PARTIES
FOR WHOM AND AGAINST WHOM THE JUDGMENT IS

RENDERED. Please make a disposition as to all parties and cross -
complaints (should there be one) in the action.

All money awards should be clearly set forth. It must be dear to anyone
reading the judgment to whom that sum is due and from whom.

KARE,1 KELLY,

vs.

SUPERIOR COURT OF THE STATE OF CALIFORNIA
FOR THE COUNTY OF LOS ANGELES

Plaintiff(s),

NISSAa;MOTORS, CORP., UNIVERSAL
CITY NISSAN, INC.

Defendant(s).

NO. WEC 118 G29

AWARD OF ARBITRATOR
SECTION 1141.10 C.C.P.

The undersigned arbitrator appointed pursuant to the provisions of Section 1141.10 of the Code of Civil
Procedure and Rule 1605 California Rules of Court, having been duly sworn and having heard the cause on

aoyemher 17. 19 88 , and having considered the evidence of
the parties, awards in full settlement of all claims submitted to arbitration as follows:

Judgment is awarded to Plaintiff, KAREN <M Y, against Defendants, NISSAN
DOTORS, A CORP., UNIVERSAL CITY NISSAN, INC., in the sum of $6,500.00.

Each party to bear own fees and costs.

CI Costs are awarded to

DATED- 11/9q/11

e rn of

F

Arbitrator H El P. Si ARD

NOTE: Counsel are reminded that when this award is entered it operates as a final judgment of the matter.
Therefore, when appropriate, a Satisfaction of Judgment should be filed with the clerk of the court.

71011172

3.1A Ii PS143
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SUPERIOR COURT OF CALIFORNIA, COUNTY OF LOS ANGELES

Roberta J. Cortez

Plaintiff(s),

vs.

Nissan Motor Corporation, et al
Defendant(s).

CASE NUMBER
NEC 61620

AWARD OF ARBITRATOR
SECTION 1141.10 C.C.P.

The undersigned arbitrator appointed pursuant to the provisions of Section 1141.10 of the Code of Civil

Procedure and Rule 1605 California Rules of Court, having been duly sworn and having heard the cause

on __June 26 and July 11L 19 90 , and having considered the evidence

of the parties, awards in full settlement of all claims submitted to arbitration as follows:

Judgement in favor of Plaintiff Roberta J. Cortez against

Defendants Nissan Motor Corporation in U.S.A., and Wondries Nissan
in the amount of $19,800.00.

Credit has been given Defendant in the above Judgement per
CC 1793.2 (d) (2) (c) .

Plaintiff per cost hill to be filed.
n, costs are awarded to in the sum of $ ".

C4'4:11:DATED: July 24, 1990 (-46,4-4.2_ C2t.-4-e.ittue,-... s0
0.

ARBITRATOR
Thomas I. Friedman

Counsel are reminded that when this award is entered it operates as a final judgment of the
matter. Therefore, when appropriate, a Satisfaction of Judgment should be filed with the clerk
of the court.

NOTE:

78AU72
F 039/R7.89

UNIFORM ARBITRATION PROGRAM
SUPERIOR COURT-NORTHEAST DISTRICT
300 East Walnut Street, Room 10013
Pasadena, CA 91101

PIAC p/.41-1.cm
-

,MMMo
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SUPERIOR COURT OF THE STATE OF CALIFORNIA
FOR THE COUNTY OF LOS ANGELES

RONALD RAGAN

Plaintiff(s).

No. _SW C 95657

vs.

NISSAN MOTOR CORPORATION, et al

Defendant(s).

74 A $72
P039/1-67

AWARD OF ARBITRATOR
SECTION 1141.10 C.C.P.

The undersigned arbitrator appointed pursuant to the provisions of Section 1141.10 of the Code of Civil
Procedure and Rule 1605 California Rules of Court, having been duly sworn and having heard the taus' on

OCTOBER 4 . , 19 8_, and having considered the evidence of

the parties, awards in full settlement of all claims submitted to arbitration as follows:

Judgment for Plaintiff, RONALD RAGAN, and against Defendants,

NISSAN MOTOR CORPORATION in U.S.A. and TORRANCE NISSAN, jointly

and severally in the sum of $9,404.38, in compensatory damages

plus attorney fees in the sum of $3,000. t5tatu...

El Costs are awarded to in the sum of S

t DATED: _QCTORE-12._ A., 1211E_
ArbitratorNEWELL ARRETT, JU GE RETIRED

NOTE: Counsel are reminded that when this award is entered it operates as a final judgment of the matter.
Therefore, when appropriate, a Satisfaction of Judgment should be filed with the clerk of the court.
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Hall, 1 0 Rosner
Dou as D Law
Wiltr n R. McGee

VIA FAX NO. £4151861-3151_
AND U.S. MAIL

Rosner, ,Caw E McGee
Attorneys at Law

2643 Fourth Avenue
San 0/ego, CA 92103

(619) 232-5811
FAX (619) 232-4125

May 12, 1995

Mark F. Anderson
Kemnitzer, Dickinson, Anderson & Barron
368 Hayes' Street
San Francisco, California 94102

Re: Lemon Law Claims With Nissan Motor Corporation in USA

Dear Mark:

Linda M. Ellaysky
Legal Administrator

This correspondence is in follow-up to our telephone conversation of May 11, 1995
regarding our law firm's experience with Nissan Motor Corporation in USA concerning
Lemon Law claims. As you are aware, Douglas Law and myself practice Lemon Law
enforcement on a full-time basis. In dealing with automobile manufacturers, including
Nissan Motor Corporation in USA, it is our practice and goal to achieve a money back
refund or replacement for our clients. It is only in the most egregious of circumstances
that we will not settle a case unless a civil penalty is paid by the automobile manufacturer.

For example, over the past three years our law firm has represented approximately
12 clients against Nissan Motor Corporation in USA. Of those cases, all were settled prior
to trial, except one. Of those cases which were settled prior to trial, none involved the
payment of a civil penalty by Nissan Motor Corporation in USA.

I personally conducted the jury trial in December 1994 of the one case against
Nissan Motor Corporation in USA which our firm did take to trial. In that case, I and my
client felt strongly that a civil penalty was called for and a civil penalty of $8,000 was
requested to settle the case; Nissan Motor Corporation in USA refused to pay any civil
penalty. Following a three day trial, the jury awarded my client a refund of his money, and
assessed a $15,000 civil penalty. (I have enclosed a summary from Trial Trends magazine
of this case.)

As we discussed, I am offended and incredulous at the representations made by
Nissan Motor Corporation in USA to Assemblyperson Speier that the Lemon Law attorneys

ZCS s a
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Page Two

in southern california representing consumers extract and/or extort civil penalty damages
from automobile manufacturers as a condition of settling a claim. My experience and
knowledge of the practice in southern California is directly to the contrary.

It is my experience and opinion that the threat and potential of a jury assessing a
civil penalty under the current Lemon Law is most instrumental in leading the automobile
manufacturers to offer our clients, and consumers in general, a refund of their money or
a vehicle replacement without protracted and expensive litigation. The effectiveness and
value of the civil penalty which is written into the Song -Beverly Consumer Warranty Act is
clearly demonstrated, not by how often such penalties are paid and/or assessed, but rather
by the fact that such penalties rarely. need to be paid and/or assessed.

Do not hesitate to contact me if I can be of any further assistance in this matter.

WRM/sm

Very truly yours,

WILLIAM R. McGEE
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LEMON LAW/DEFECTIVE ENGINE

.1--1()MAS CUSICK VS. NISSAN MOTOR CORPORATION

Case Number:
Plaintiff Attorney:
Defendant Attorney:
Plaintiff Expert:
Defendant Expert:

Court:
Judge:

672516
Rosner, Law and McGee, San Diego, by William R. McGee
Rucker, Clarkson and McCashin, Los Angeles, by James P. McCashin
None
Gary Malloy (Engineer -Nissan Motor Corporation), Los Angeles
Robert Landis (Engineer -Nissan Motor Corporation), Los Angeles
San Diego Superior
Hon. Arthur W. Jones

On January 19, 1993, plaintiff Thomas Cusick purchased a new Nissan King Cab pick-up truck from Mossy
Nissan. Plaintiff reported an engine knock less than a month later, at 305 miles, whereupon the main bearings
of the engine were replaced. After one more month, at 603 miles, plaintiff again reported an engine knock,
which resulted in replacement of the short block. Six months later, at 3,555 miles, plaintiff reported an engine
noise, but the dealership determined that the noise was normal and made no repairs. Two months later, at 4,389
miles, plaintiff again reported an engine noise, whereupon it was determined that certain pistons were under-
sized and needed to be replaced. Prior to completion of these repairs, plaintiff retained counsel and demanded
that defendant repurchase his vehicle pursuant to the 'lemon law' provision of the Song -Beverly Consumer
Warranty Act. At that time, plaintiff's vehicle had been in the shop undergoing warranty repairs for a cumula-
tive total of thirty-two days. Defendant responded by requesting a vehicle inspection and recommending use of
its state -certified arbization prostram if plaintiff was dissatisfied with defendant's response.

Plaintiff contended: that there was substantial impairment of the use, value and safety of the vehicle and that
defendant's authorized repair facility failed to conform the vehicle to its warranties after a reasonable number of
repair attempts. Plaintiff contended further that defendant refused to repurchase his vehicle and that such
refusal was willful within the meaning of the Song -Beverly Act, entitling plaintiff to a civil penalty.

Defendant contended: that the engine noises reported by plaintiff did not constitute a substantial impairment
of vehicle's use, value or safety, that the final repair attempt corrected any defects, and that the vehicle had been
repaired within a reasonable number of attempts. Defendant contended further that its request to inspect the
vehicle did not amount to a refusal to repurchase nor was there any willful violation of the Song -Beverly Act.

Plaintiff asked the jury to award S12,406 and to assess a civil penalty of up to two times the amount of
plaintiff's actual damages. Defendant asked for a defense verdict.

Damages: $12,406 -cash price of vehicle plus incidental damages.

Settlement Talks: Plaintiff demanded 537,500, inclusive of attorney's fees and costs. Defendant
offered 31.5,000, per C.C.P. 998, with costs and reasonable attorney's fees to be
determined by the court.

RESULT: PLALNT1FF'S VERDICT RETURNED FOR $27,406 ON DECEMBER 22,
1994 ($12,406 -ACTUAL DAMAGES; $15,000 -CIVIL PENALTY).

Jury Poll: 12-0
The jury was out two hours after a four -day trial.

Note: Plaintiff's motion for statutory costs and attorney's fees in the amount of 533,000 was granted.

Fearuar,,, 1995 TRIAL TRE.VDS, PAGE 12
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SCSAN JOHNSON BATES
+ NORTH SECOND STREET. SUITE. 82;

SAN JOSE. CALIFORNIA 9;1 l3

(408) 286 -LM)

May 16, 1995

Kark Anderson
Attorney at Law
368 Hayes Street
San Francisco CA 94102

Dear Mark:

In response to your question as to whether my office has ever
received a civil penalty from Nissan, the answer is no. I have
been handling consumer law cases, specifically the Lemon Law cases
since approximately 1985, and have never filed a suit against
Nissan.

My practice is to meet with the consumers who are having
problems, give them a copy of the law involved so that they
understand a little bit better the process, and tell them what they
can do to resolve the matter themselves. I only take a case after
the consumers are unable to resolve the matter themselves. Of the
cases I take, most all of them settle and no civil penalty is
requested.

If the legislature removes the civil penalty and there are no
punitive damages available, there would be absolutely no incentive
for the dealers or manufacturers to settle. The great disparity
between a consumer and the dealers and/or manufacturers should not
be forgotten. No one manticno the unrecoverable cost suffered by
the consumers if they have to go through litigation. The financial
and emotional expense to the consumer can hardly be measured
against the dealers and manufacturers to whom litigation is simply
a cost of doing business. The juries, who are ordinary citizens,
are the ones who award civil penalties, if there are any.

Jackie Speir has been concerned about consumers, so certainly
she will not be taken in by the manufacturers' position that the
civil penalty should be removed. Also, Ralph Nader had an
inIeresting article in the Post Record within the last few days
concerning the large corporations who had expressed concern about
the costs of litigation to the corporations. Mr. Nader compared
their comments with the reports they filed with the SEC, wherein
they specifically stated that the litigation costs of product
liabilities would not have a significant impact on the financial
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stay 16, 1995
"r. Mark Anthony
EAge 2

status of the corporations. The civil penalties in the Lemon Law
cases are so small in relationship to the dealers' and
manufacturers' profits, that they seem hardly significant in the
overall scheme. The civil penalty gives the consumer a little bit
of clout.

Thanks for your efforts in monitorin legislation.

Very

4111W

yours

SUSAN JOHN BATES

SJB/ajd
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ELVA C. WALLACE
Attorney at Law
(714) 634-0766 Fax (714) 634-1255

1717 S. State College Blvd., Suite 135, Anaheim, CA 92806

May 18, 1995

Mark F. Anderson
KENITZER, DICKINSON, ANDERSON & BARRON
368 Hayes Street
San Francisco, CA 94102

Re: Inquiry Concerning Nissan Settlements

Dear Mark:

In response to your 05-17-95 request for a list of Nissan cases I
have had in the last five years, I submit the following list, which
may be incomplete as our closed file inventory does not list the
defendants' names (an oversight I am correcting):

Navarro v. Nissan (still in litigation)
Aghyans v. Nissan
McKay v. Nissan
Yanez v. Nissan
Hunt v. Nissan
*Hauser v. Nissan
*Mathisen v. Nissan

I'm not positive these were Nissan cases and the files
are in storage.

All of my Nissan cases have settled before trial. In my initial
demands, I request only single damages and attorney's fees, and
none of the settlements has ever included any amount of civil
penalty. Although I rate the single damage settlements as
"equitable" they have always included the statutory offset for pre -
discovery mileage and cannot be classified as "generous."

If you need more information, please contact me.

S. erely,

6/-
. Wallace

ECW/ab

L
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PHILIP R. CLARY-9CH

SUZAN E. BOATMAN

may 18, 1995

C.LaaX3Cir BOATXA2

A Prcrtessiceiel Law Comarurtlan
1205 Mit8 sTnerr TELEPFICIPIE

MN LUIS OBISPO, CALM:1013R 93401 (805)721-3523
PACS/MILE
(805)543-1337

SENT VIA FAX (415/861-3151)

Mark F. Anderson
KEMNITZER, DICXINSON, ANDERSON & BARRON
368 Hayes Street
San Francisco, CA 94102

Dear Mr. Anderson:

In response to your inquiry about Nissan cases, I have had only
three cases against Nissan in the past fifteen years. I woald be
very interested if Nissan is presenting any information regarding
my cases to the legislature because Nissan insisted on the
settlements in two of my cases being confidential. This precludes
me from giving you specifics about the amounts of settlements and
precludes them from doing the same. Please do let me know if they
are revealing this confidential information as an action against
Nissan may be appropriate. Without revealing the amount of the
settlement, I can briefly tell you about the three cases.

The first case was Elgg 2g, Nissan and involved complete brake
failure on three occasions. A service manager for the Nissan
dealership also experienced this intermittent condition on one
occasion. My expert in this case also experienced complete brake
failure during a test drive. Despite this verification of the
problem and the seriousness of the condition, Nissan refused to
refund Ma. sing her money and did not settle this case until
extensive litigation had occurred.

The second case was ROW 31A XISOCIU in which a pickup truck
sustained unexplained engine damage. The district service manager
for Nissan fabricated evidence for the Better Business Bureau
arbitration hearing to the effect that my client had intentionally
let oil out of the vehicle and run it without oil. Ee did this by,
after one repair attempt for which he wee present, asking the
sealer service manager to put silicone on the oil plug and oil
filter. When the car then came in again to be transported down to
:he arbitration hearing, the same district service manager asked
:he same dealer service manager to loosen the oil filter, thus
;creaking the silicone bead. He then testified at the arbitration
maring under penalty of perjury that the vehicle had been returned

ihy my client with the silicone bead broken. He thus committed
yerjury which we established in the first two days of trial. When
',Joann realized that the testimony of the arbitrator and the dealer
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3.dark F. Anderson
/May 18, 1995
Page 2

service manager was so devastating, they immediately settled the
caE:e. 2 will also point out that Nissan tremendously over -
litigated this case. For example, Nissan's attorney took four days
to take the depositions of my two clients.

my final case was geistrzwitays. Nissan. In this cage, the vehicle
had an emissions malfunction which caused the vehicle not to comply
with California smog requirements. He had the car in at least
eight time in nine months and 14,000 miles. My expert checked the
car twice and on both occasions the car failed emissions tests.
Despite this, Nissan refused to refund my client his money. My
client's lease obligation was twenty to twenty-one thousand
dollars. We settled this case for $37,500.00 which covered the
lease obligation, other incidental and consequential damages,
attorneys fees, coats, and expenses. It is obvious that there was
not a huge consideration given to any civil penalty in this
resolution.

I considered each of these cases quite egregious and obviously feel
that without a civil penalty Nissan will continue to treat
deserving consumers in an undeserving way.

Yours very truly,

Nay.; OAA....01i4
PHILIP R. CLARKSON

1gb
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7acsim.1.1 e Law Offices of Talephona:
( 818) 784-2523 (818) 784-1224Alan R. Golden

16830 Ventura Boulevard, Suite 500
Bncino, California 91436-1796

May 18, 1995

ELY-161---t.Q_LC45).

Mark F. Anderson, Esq.
Kemnitsar, Dickinson, Anderson & Barron

Re: Nissan "Lemon Law" cases

Dear Mark:

Since becoming a sole practitioner in January 1994, I have
had three Nissan matters. I have no record of what prior Nissan
cases I may have been involved with in the many years before
then. The three are:

posen_2... Liszan, al. al. Los Angeles County Superior
Court case no. SC 011008. This involved a 1990 Nissan 300ZX
turbo that suffered from continual drivetrain "shudder" and wore
out brakes/rotors every 6 - 7,000 miles. I associated in as

counsel for trial purposes in around February 1994. Nissan hard -
balled the discovery from start to finish, requiring three
separate appearances before a discovery referee appointed by the
court. We either completely or partially won each, and Nissan
was fined once and almost fined a second time.

We settled the case in July 1994 before a jury was selected
during the trial. The case had certain problems with regard to
whether the plaintiff was the true "purchaser" under the Act, and
some others. Accordingly, the settlement - which included all
fees and costs awarded (fee time plus costs had reached an
astounding $65,000, but there never was an attempt to settle for
anywhere near that amount), and was in exchange for a return of
the car to Nissan with clear title - totalled only $53,000.00.
It no time was a penalty demanded.
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May 18, 1995
mark F. Anderson, Esq.
Page - 2 -

Rana nIggaa, etc at J., Los Angeles County Superior
Court case no. BC 118454: This is a case involving a 1993 Sentra
that has continually stalled and, on occasion, "surged,n since
4,000 miles on the odometer. The client went through Autoline
arbitration in September 1994 before she came to me. The
arbitrator found the complaints to be true, but ordered "repair"
as the remedy although it had been in for these complaints nine
times in the first 15 months/17,000 miles on the odometer. I

filed suit for her in December 1994.

I was speaking to opposing counsel about the case in January
1995, at which time I had done the initial work to start the
case, filed the complaint, propounded written discovery, and had
correspondence with opposing counsel and others. I had around 15
hours total time then. Nissan had all of the repair history and
could have settled the case at that time witlicalt penalty for less
than $18,000.00 plus minimal fees/costs. We received no
response. In. April 1995, I wrote to opposing counsel and
demanded a penalty of around $8,000.00 in addition to actual
damages and fees/costs through that date (up to a total of around
$9,000.00 at my ordinary non -contingent billing rate of $255.00
per hour). 2y then, there had been a good deal more of written
discovery and my client's deposition had been taken. Still no
response to date.

I have been holding a discovery motion for around a month
now (opposing counsel has given me extensions) for the express
purpose of receiving a settlement proposal. This is an
aggravated case of clear liability, and we have been asking for a
very small penalty, all with IQ offer to date.

Lustig Y, niggaa, al, Los Angeles County Superior
Court case no. BC 124167: This is a 1992 NX2000 that has had
numerous problems over its 45,000 mile history (11 separate
repair attempts). The passenger window has continually fallen
out of its track or otherwise remained misaligned, and was seen
on six separate occasions before suit was filed. The door was
worked on several times as well. This condition eventually led

2

ekr
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May ..8, 1995
Mark F. Anderson, Esq.
Page - 3 -

to the door moving forward and crushing the right -front fender
when opened. we then filed suit in March 1995. Discovery is in
the early stages. This case undoubtedly can be settled at this
stage for actual damages only and still -low fees/costs. No offer
has ever been made to my client directly or through this office.

I am unable to attend the May 23rd hearing and am very glad
that you are on the job. The proposal to eliminate civil
penalties and to turn everything over to a state -run arbitration
program would be a guaranty that consumers could expect a total
stonewall approach from manufacturers until the very end.
Contrary to what Nissan appears to be claiming, I have noticed
recently - at least from some of the other manufacturers - that
there is more and more an attempt to settle quickly (and
sometimes even reasonably) at an early stage in the cases where
liability is clear. From my somewhat limited perspective, it
seems that Nissan has not taken that approach.

Very truly yours,

LAW OFFICES OF ALAN R. GOLDEN

By Alan R. Golden
ARG:mos

3
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LAMONICA & FOLEY
ATTORNEYS AT LAW

TWO CENTURY PLAZA

2042 CENTURY PARK EAST

SUITE 1100

LOS ANGELES. CALIFORNIA 90007

T0L: 13101 550.00.33

FAX: L31c1 005-3219

May 22, 1995 BY FAX AND U.S.
MAIL

Mark Anderson
KEMNITZER DICK:NSON ANDERSON

BARRON
368 Hayes Stre:t
San Francisco, CA 94102

Re: AB 1383

Dear Mark:

This office hai handled one Song -Beverly case against Nissan.
The name of the case was Guandique vs. Nissan Motor
Corporation it U.S.A.. It was filed in Los Angeles Superior
Court, Centra. District, Case No. BC 101086. A civil
penalty was :equested. However, the case settled for
approximately .12,000.00, including attorneys feeS and costs.

Please let me know what additional information you require,
if any.

Very truly yo -c.,.- ,

,--

enise V. FolEy

2553



V

D_JFILIN HOYT'S
t )P114414 F. TAYLOR
E f41A P -=,....934 -...c).(1117 -I
L SA A. PEANIELLO

sMt..INICRA WALBERT

TAYLOR & HODGES
A PROFESSIONAL LAW CORPORATION

VIA FACSIMILELU.S.MAIL

May 22, 1995

Mark Anderson Esq.
Kemnitzer, Dickinson, Anderson & Barron
368 Hayes Street
San Francisco, California 94102

Re: Nissan Motor Corp and Civil Code_ Sec. 1794

Dear Mr. Anderson:

425 'N. SFEACWAY
SLICE 220
3.,F11.1.1..E. CA 91204
TEL [Erm 244-3935
FAX 18181 2446052

It has been brought to my attention that in-house counsel for
Nissan, Pete Pitterle has given House Representative Jackie Speier
the impression that Nissan cannot settle cases in pre -litigation
because plaintiff attorneys insist upon a civil penalty, [found at
Civil Code Section 1794] as a condition of settlement, making it
impossible to settle cases. As a consequence Nissan must resort to
litigation thereby incurring astronomical defense costs. Contrary
to this position, and in our vast experiences with Nissan, this is
far from the case.

In the last seven years, Taylor & Hodges has represented
forty seven (47) consumers who had Sang -Beverly Consumer Warranty
Act [hereinafter ACT] claims against Nissan. I don't believe there
is another firm in California who has litigated with Nissan under
the ACT anymore than we. Attached hereto is a list of the names of
those cases. Only recently have any o.if these cases resolved
without the necessity of filing a lawsuit, while most required
filing because of Nissan's denials. I believe we are very
qualified to comment on Nissan's apparent policies, and actual
practices as measured by our experience. In all but perhaps three
cases on the enclosed list, we made efforts to resolve these cases
with Nissan before filing a lawsuit. Prior to 1993 Nissan had a
policy to REFUSE SETTLING ANY CASES IN PRELITIGATION THEREBY
FORCING THE CONSUMER INTO LITIGATION.

Beginning in the later part of 1993 Nissan apparently decided
it was more cost effective to attempt resolution of cases brought
pursuant to the ACT in prelitigation, and for the first time began
to respond to our requests to settle without inviting the lawsuit.
%Please note well, our present demands to Nissan include a request
for a civil penalty, but a majority of these claims resolve for
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Page two
re: Nissan Motor Corporation
May 22, 1995

restitution, incidental and consequential damages as set forth in
the ACT, plus attorneys fees. The point here is, even though there
is a demand for civil penalty in the initial demand letter, 90% of
the time it does not interfere with settlement negotiations. Since
1993, Nissan has settled 10 claims with this firm in prelitigation,
and denied 5. As stated earlier, prior to 1993 Nissan fought every
claim and unnecessarily forced litigation.

In the last one and a half years only one client has insisted
on recovery of civil penalty for Nissan's blatant violation of the
ACT. In that case, prelitigation negotiations were bypassed and
the lawsuit is presently being prosecuted in Superior Court.
Otherwise we have about 6 open cases at present with Nissan, 5
which were denied by Nissan in prelitigation. In 8 years, we have
had only one trial with Nissan under the ACT. Prior to 1993,
Nissan would settle most cases just before trial. Cases are
typically delayed by Nissan for as long as possible, while they
send multiple "lowball" offers hoping the consumer will weaken with
time and accept something less than the statute permits. Meanwhile
attorneys fees on both sides escalate. This is Nissan's strategy,
a costly one by choice.

If Nissan has spent large sums annually defending actions
brought by consumers pursuant to the ACT, 9 times out of 10 it has
been Nissan's own doing.

For anyone to represent that Nissan cannot settle cases in
prelitigation because attorneys are holding out for civil penalty
is nothing short of a lie. The civil penalty provision has been a
great inducement for manufacturers, including Nissan, to comply
with the Act. Indeed, that was one of its original purposes.

I hope the above is of some assistance in setting the record
straight concerning Nissan's preuctiAmsas it relates to the Act for
the past several years. I also trust it will demonstrate that Mr.
Pitterle is being less than truthful when he attempts to lay blame
at the plaintiffs bar door step for Nissan's litigation expenses
etc.

14FT:el
Enclosure (as stated)

Very truly yours,

TAYLOR & HODGES
A Professional Co

BY
NORMAN F. T

ration
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CIVIL PENALTIES PAID BY NISSAN'

Number_ Amount

Settlements: 5 $5,000 range

2 Amounts confidential2

Jury Verdict: 1 $15,0003

1 Based on a survey of the leading lemon law plaintiffs'
attorneys in California who at least 80% of such cases filed every
year. This survey was compiled by Mark F Anderson, San Francisco,
phone 415 861 2334.

2 King v Nissan and Dodd v Nissan (San Luis Obispo). See
letter from plaintiff's attorney Phil Clarkson re these cases. At
Nissan's insistence, the amounts paid in settlement are
confidential.

3 Cusick v Nissan (San Diego County). See letter from
plaintiff's attorney Bill McGee.
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Summary of Nissan Lemon Law Cases May 22, 1995

Law Firm # Cases # Pending Settled wL No Penalty Settled wL Civil Pen #_Jury_Trials.

Taylor/Hodges 471 6

Glendale, CA

Lawrence Hutchens 8' 0

Orange County

- Phil Clarkson
San Luis Obispo

38

6

32 1 (def verdict)

24 1 (def verdict)

3 0 1 26

1 In the last seven years

2 This is an estimate of the number of cases in which Nissan paid something more than
actual damages; Nissan often characterized the payment as something other than civil penalty
(such as inconvenience). In any event, penalties paid were less than $5,000 per case.

In the past 10 years

4 A JAMS arbitrator awarded a penalty of $11,000 in Villareal v Nissan in 1989. The
case settled for substantially less. The case of Lara v Nissan settled at a settlement
conference for a substantial civil penalty; Nissan had refused to repurchase an obvious lemon
vehicle.

5 In the past 15 years

' In two of Phil Clarkson's cases, Nissan insisted on confidentiality clausees in the
settlement agreements so Mr Clarkson cannot disclose the amounts paid by Nissan.

In one of these cases, Dodd v Nissan, plaintiff proved that the Nissan district service
manager had intentionally tampered with the evidence having the dealer service manager loosen
an oil filter (so he could testify the owner left it loose). He then testified at BBB
arbitration he found it loose. He thus committed perjury which plaintiff established during
the first two days of trial. When Nissan realized its impossible position at trial, it
settled the case. Pre-trial, Nissan's attorneys over -litigated the case taking, for'example,
four days to take the depositions of the two plaintiffs.

1.:,,V LEGISLATIVE INTENT SERVICE (800) 666-1917
*No -40
'Ingo 2558



P. 2 Summary of Nissan Lemon Law Cases

Law Firm A Cases A Pending Settled wL No Penalty Settled wL Civil Pen A Jury Trials

Alan R Golden 37 2

Encino

Rosner, Law & 128 0 11 1

McGee, San Diego

Elva Wallace 710
0 7

_ Anaheim

LaMonica & Foley 1

Los Angeles

Mark F Anderson 5 1 4

San Francisco

Bryan Kemnitzer 4 0 4

San Francisco

Totals: 90' 9 73 7 3

Since January 1994

8 Past 3 years

9

9 In Cusick v Nissan, plaintiff felt that Nissan's behavior was egregious in refusing
to buy back an obvious lemon pickup. Nissan offered $15,000 plus fees & costs pre-trial;
plaintiff would have accepted $37,500 inclusive of fees & costs. The jury awarded $27,406
including a $15,000 penalty. The court awarded $33,000 fees & costs. Total verdict: $60,406
on a case Nissan could have settled for $37,500 pre-trial.

10

11

In the past seven years

Daneen Flynn, Walnut Creek, and Susan Bates, San Jose, both plaintiffs' lemon law
attorneys report having handled no Nissan cases.

1.:Y LEGISLATIVE INTENT SERVICE (800) 666-1917 a -.11 2559



CALIFORNIA
MOTOR CAR DEALERS
ASSOCIATION
GOVERNMENT AFFAIRS OFFICE
915 L Street, Suite 1480, Sacramento, CA 95814
916/441-2599  FAX 916/441-5612

July 14, 1995

The Honorable Charles Calderon
Chairman, Senate Judiciary Committee
Room 4039
The State Capitol
Sacramento, CA 95814

Re: A.B. 1381 (Speier) Factory Buyback Disclosures
Position: SUPPORT/SPONSOR
Hearing: Tues. July 18, 1995, Senate Judiciary Comm.

Dear Senator Calderon:

The California Motor Car Dealers Association (CMCDA) is a statewide trade
association that represents the interests 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 revises, reforms, and expands
the current Automotive Consumer Notification Act in the following manner:

Greatly expands existing law by providing that any manufacturer who repurchases a
"lemon" vehicle, or assists a dealer or lienholder to buy back such a vehicle must:

1. Cause the vehicle to be retitled in the manufacturer's name (this will insure that
the manufacturer's name appears in the ownership title chain and will insure that the
title has already been branded prior to the vehicle being reintroduced into the stream of
commerce);

2. Cause DMV to brand the vehicle's title with the inscription "factory buyback"
(many consumers have complained that the current inscription "WARNTY RET" is
meaningless); and,

3. Affix a decal, prescribed by DMV, to the vehicle's doorframe which will
indicate that the vehicle's title has been branded (because ownership certificates are
not always present at the time of sale of a used vehicle, the doorframe decal will act as
an additional consumer notice)

Headquarters  420 Culver Boulevard, Playa del Rcy, California 90293  213/306-6232  FAX 213/301-8396
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The Honorable Charles Calderon
July 14, 1995
Page 2

Requires any manufacturer who repurchases, or assists a dealer or lienholder to
repurchase a motor vehicle because it did not conform to express warranties
(regardless of whether the vehicle was required to be repurchased under the "lemon"
law) to give a new, detailed statutory notice to the subsequent transferee

Requires any dealer who acquires for resale a motor vehicle and knows or should have
known that the vehicle was reacquired by the manufacturer from the last retail owner
because it did not conform with express warranties (regardless of whether the vehicle
technically qualifies as a "lemon") to give the new, detailed statutory notice. This is a
broad expansion of existing law which only requires a dealer to give a warranty
buyback disclosure in circumstances where the vehicle was "required by law" to be
repurchased.

Requires any person, including any dealer, who sells a vehicle that has a branded
lemon law title to disclose that fact prior to the sale.

Requires a manufacturer to provide proof of title branding in order to obtain a tax
refund from the Board of Equalization for a "lemon" buyback.

Predicated upon the foregoing, we urge your "Aye" vote on A.B. 1381 when it is 0
heard before the Senate Judiciary Committee on Tuesday, July 18, 1995. Should you or
your staff have any questions or comments, please do not hesitate to give me a call.

z

Very truly yours,

Peter K. Welch (79

Director of Government
and Legal Affairs

sii
11

Saasm
PKW:la

n
as
aa

cc: The Honorable Jackie Speier
Members of the Senate Judiciary Committee
Gordon Hart, Consultant to the Senate Judiciary Committee
Ralph Simoni, California Advocates, Inc.
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33921 Calle De Bonanza
San Juan Capistrano, CA 92675
August 2, 1995
(714) 493-2868

K. Jacqueline Speier, Assemblywoman
State Capitol
Sacramento, CA 94249-0001

Dear Ms. Speier:

Last year you were most helpful concerning the problem
we and the Gajefskis were having with Ford Motor Company as
regards the F350 Ford Crew Cab "lemon" which was sold to us
initially and resold to the Gajefskis, not as a lemon, but as
a "buy-back" with only three or four minor items listed.

However, it is my understanding that you are now singing the
"auto -industry song" --consumers be damned! Perhaps you can afford
to make lemonade with all the automotive lemons which are sold and
resold to unsuspecting customers daily, but many of us don't have
that prerogative. Moreover, if our elected representatives don't
protect consumer interests and go so far as to block court action
on behalf of auto interests, then the consumer is really being
screwed!

Without strong consumer -protection clauses and stringent
auto -industry penalties and government regulation, AB 1381 and
AB 1383 should not be passed.

Sincerely,

Derva and Linc Snider

CC: Wm Craven, Bill Morrow, David Horowitz, Motor Voters
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Mrs. Derva Snider
Mr. Linc Snider
33921 Calle De Bonanaz
San Juan Capistrano, CA 92675

Dear Derva and Linc Snider:

i am quite disturbed by the apparent attempt of Motor Voters to
misinform the public about my legislation to strengthen the lemon
law. I have enclosed the current version of AB 1381 for your
review. This bill significantly increases disclosure to consumers
regarding the purchase of a vehicle which has previously been
repurchased by the manufacturer.

Please be aware that auto manufacturers are opposed to AB 1381,
not Consumers Union, Consumer Action, the California Consumer
Attorneys Association, and other leading consumer groups.

AB 1383, my other lemon vehicle bill, is intended to set up the
strongest, state -run arbitration program in the country. The bill
is being drafted by the Center for Public Interest Law, one of
the leading consumer advocacy groups in the nation. AB 1383 will
be the subject of numerous meetings during the remainder of 1995
and will not be heard in a legislative committee until April or
May of 1996. In its current form, AB 1383 is opposed by the auto
manufacturers as well as numerous consumer groups. My goal is tc
craft a law which requires all manufacturers to submit to a
state-controlled arbitration program and to have decisions
rendered within 45 days. Private attorneys may lose business if
the state produces a sound arbitration program. Motor Voters
appears more concerned about attorney fees than consumer good.

All the

-411ie Speie
e Assemblywoman

State Capitol
Sacramento, CA 94249-0001

(916) 445-8020 4a,11°.
Printed on Aecyciect Paper

220 South Sion Almelo
South San Francico. C

it si 871.4100
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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

MEMORANDUM
To Members of the Assembly
From Peter Welch
Date September 6, 1995
Re AB 1381 (Speier) Vehicle Buyback Disclosures

Status: Concurrence In Senate Amendments
Position: SPONSOR/SUPPORT

On behalf of California's franchised new car dealers, we urge you to concur with
Senate amendments to AB 1381. As amended, AB 1381 revises, reforms, and expands
the current Automotive Consumer Notification Act in the following manner:

Clarifies and expands existing law by providing that any automobile manufacturer who
repurchases a "lemon" vehicle, or assists a dealer or lienholder to buy back such a
vehicle must:

1 Cause the vehicle to be retitled in the manufacturer's name (this will insure that
the manufacturer's name appears in the ownership title chain and that the title has
already been branded prior to the vehicle being reintroduced into the stream of
commerce);

2. Cause DMV to brand the vehicle's title with the inscription "Lemon Law
Buyback" (many consumers have complained that the current inscription "WARNTY
RET" is meaningless); and,

3. Affix a decal, prescribed by DMV, to the vehicle's doorframe that indicates that
the vehicle's title has been branded (because ownership certificates are not always
present at the time of sale of a used vehicle, the doorframe decal will act as an
additional consumer notice).

Requires any manufacturer who repurchases, or assists a dealer or lienholder to
repurchase a motor vehicle because it did not conform to express warranties
(regardless of whether the vehicle was required to be repurchased under the "lemon"
law) to give a new, detailed statutory notice to the subsequent transferee.

Requires any dealer who acquires for resale a motor vehicle and knows or should have
known that the vehicle was reacquired by the manufacturer from the last retail owner
because it did not conform with express warranties (regardless of whether the vehicle

(X;

Headquarters  420 Culver Boulevard, Playa del Rey, California 90293  213/306-6232 FAX 213/301-8396
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technically qualifies as a "lemon") to give the new, detailed statutory notice. This is a
broad expansion of existing law, which only requires a dealer to give a warranty
buyback disclosure in circumstances where the vehicle was "required by law" to be
repurchased.

Requires any person, including any dealer, who sells a vehicle that has a branded
lemon law title to disclose that fact prior to the sale.

Requires a manufacturer to provide proof of title branding in order to obtain a tax
refund from the Board of Equalization for a "lemon" buyback.

AB 1381 is opposed by a handful of automobile manufacturers who fallaciously
argue that Senate amendments to the bill will expose them to expanded liability for a
failure on their part to disclosure the "lemon" status of a repurchased vehicle. Such

arguments are groundless in that the AB 1381 standard for auto manufacturer liability_ is

identical to that under current law.

Predicated upon the foregoing, we urge your "Aye" vote in concurrence with
Senate amendments to AB 1381.

2
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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

MEMORANDUM
To Members of the Assembly
From Peter Welch
Date September 11, 1995
Re AB 1381 (Speier) Vehicle Buyback Disclosures - Concurrence

Position: SPONSOR/SUPPORT

On behalf of California's 1700 franchised new car dealers, we urge you to concur
with Senate amendments to AB 1381 which clarifies and reforms the current Automotive
Consumer Notification Act. AB 1381 does the following:

Requires any automobile manufacturer who repurchases a "lemon" vehicle to: (1)
retitled the vehicle in the manufacturer's name; and, (2) affix a decal to the vehicle's
doorframe which indicates that the vehicle's title has been branded.

Shields reputable manufacturers and dealers from liability by setting forth a simple
disclosure form which will identify a manufacturer buyback vehicle as either: (1) a
"Lemon Law Buyback"; or, (2) one that was simply repurchased by the manufacturer
at the request of the original owner (known in the industry as a "goodwill" buyback).

w

Changes DMV title brand for "lemon" vehicles from the current meaningless
inscription "WARNTY RET" to "Lemon Law Buyback". (.0

w
Requires any person, including any dealer, who sells a vehicle that has a branded
lemon law title to disclose that fact prior to the sale.  I Ot 

IN
11Contrary to the opponents claims, AB 1381 does not do the following:

It does not amend California's "Lemon" law.
It does not require manufacturers to brand the title of all vehicles repurchased from
dissatisfied consumers.
It does not change the standard under which a manufacturer buyback vehicle is

determined to be a "lemon".

AB 1381 provides a meaningful mechanism under which consumers can make
informed purchase decisions when buying or leasing a vehicle which was the

subject of a factory buyback. We urge your "Aye" vote.

Headquarters  420 Culver Boulevard. Playa del Rey, California 90293  213/306-6232  FAX 213/301-8396
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tation as a world -class city," Jordan
said. With one eye on the election, he
added that they "serve as a strong
symbol of my administration's efforts
to Improve the look and cleanliness of
our city."

Not everyone was so enamored
with the sleek structures, which on
Market Street rise nearly 20 feet from
the cast-iron base to the ornamental fi-
berglass flourish at the top.

A handful or sign -carrying protest-
ers were at the back of the crowd. Oth-
ers, more adventurous, stood for pic-
turesque effect directly behind the
speakers. "If a kiosk falls, will you
hear It!" read one sign; another warn-
ed, "Kiosks will kW mom and pop
stores."

Several protesters said they were
there in support of the San Francisco
Independent, a free newspaper that
has been feuding with the afternoon
San Francisco Examiner and the San
Francisco Newspaper Agency, the
business arm of The Chronicle and the
Examiner.

At issue: The newsstands will be

wcualc agencies elleee2 beaoLag .0 11011 Ways so provacie
higher quality of service at lower costa."

A merger could help the two cities save about $1
million a year because there would be only one ad-
ministrative staff. Positions would be cut through at-
trition, Tye said.

The Menlo Park Fire Protection District operates
in Menlo Park, Atherton, East Palo Alto and unincor-
porated Redwood City, on an annual budget of all
million and a staff of 92. The Redwood City Fire De-
partment has an annual budget of $7.5 million and a
staffof 78.

The new organization would have only one flee

MENNE Pafie A22 Ca 4

Governor Ratifies
Law on Lemons

Bp Greg Lucas
Ceientele sborepieeie sumo

Sacramento
Car shoppers may have an easier time avoiding

lemons under a bill signed yesterday by Governor
Wilson.

Starting next year, the new law requires that vehi-
cles repurr_haaad by the manufacturer and then re-
sold must carry forms describing problems found by
the original owner and repairs made to fix thole prof -
le"

"Vehicle buyers deserve to know the history of
any car or truck that a factory re from the
original owner," said the bill's au or, Assemblywom-
an Jackie larder, DSouth San Francisco. "(This law)
will insure that someone else's lemon will not be pass-
ed on In secrecy to an unsuspecting buyer-"

Under current state law, a new car is branded a
MILS: Page A22 Col.

se Funds for Jordan's Campaign
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f

by's campaign.
Paskin said she didn't know

the envelope contained cash,
something that would have been
against the law. The money was
later returned, but not before the
district attorney got briefly in-
volved (via one of Jordan's oppo-
nents).

But that was then. This is now
- and these days, Jordan's cam-
paign is trying to keep its costs
down.

For example, the campaign's
official fund-raiser, Bill Nurge,
will give up his guaranteed
$10,000 -plus -a -month contract
and instead be paid a commission
on the money be brings in.

"The notion that we could
Pn hire a fund-raiser and give him
ub- the responsibility to raise 12 Mil-

lion was a fallacy," ReWy said.
Paskin's return to the fold is

already generating chuckles and
barbs from opponents like
Brown's campaign manager Jack
Davis.

"Wendy was a barracuda four
years ago. Now that she's the
mayors wire and has a lot to say
about who sits on the mayor's
commissions or who gets appoint-
ed, the barracuda will become
Greambite.... Hold onto your
wallet," chided Davis.

He should know, he worked
with Peskin and Jordan four
years ago.

COMPASSION CRUSADE Man-
na Buffington, the stellar Repub-
lican author, cultural commenta-
tor and zillionaire wife of failed
GOP Senate candidate Michael

Paskin Buffington

Huffingtun, stopped by The
Chronicle yesterday to;

A) Pitch her latest project, the
Center for Effective Compassion.
(We need more of It,)

B) Offers few observations on
the current field of GOP presi-
dential contenders. (They all lack
compassionate visions.)

And C) Tell us she hopes her
MAR; Page A22 Cot
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daredevil flights over the San
Francisco waterfront by the Blue
Angels flying team.

Flights by the Blue Angels and
civilian aerobatic performers to-
day are only practice runs for the
real thing tomorrow and Sunday.

The flights on all three days
dart at 11.30 am, and run ante 2:90
p.m. today and tomorrow and anti!
1:30 p.m. on Sunday.

The flights by the Blue Angels

The carrier Hornet will be open
for public viewing from 10 sm. to
4 p.m. today, tomorrow and Sun-
day. There will be a public com-
memoration at 130 p.m. tomorrow
for World War II veterans who ao-
companied an earlier Hornet air-
craft carrier on the historic 1942
raid on Tokyo.

Another highlight of Fleet
Week will be a parade of 11 Navy,
Coast Guard and Omega warships
under the Golden Gate Bridge and

Many of the amps sem us nice
for public viewing at Piers 7g, 95
and 45 on the northern waterfront
in San Francisco on Sunday be-
tween 10 a.m. and 4 p.m.

Practice flights yesterday by
the Angela grounded westbound
flights out of San Francisco Inter-
oatiooal Airport for more than an
hour. Military ruled give the stunt
team precedence over airspace for
their afternoon practice. airport
spokesman Ban Wilson said.

BILLS: Wilson Signs 'Lemon Buyback' Low
From Page AZ1

lemon if a specific problem cannot
be fixed in lour tries in one year or
30 days in the shop. The buyer is
then given a replacement or re-
fund by the manufacturer.

The vehicle can be resold by
the manufacturer, but only after it
has been repaired and lb title
changed so future buyers are
aware that it was a lemon.

Spelees bill la aimed at the
practice of some manufacturers of
buying back the faulty autos and
reselling them before they are
listed as lemons, without telling
buyers about their history.

A 1994 study by the Assembly
Consumer Protection Committee,
Which Sprier chairs, found that
hundreds of Californians bad been
sold lemons without being inform-
ed of the fact by the manufactur-
ers.

A remarketed car that falls un-
der the state's definition of a lem-
on will also carry a decal saying it
is a "lemon law buyback" The
same notification will go on the ve-
hicles title.

In other action, the governor
signed a measure by Senator Tam
Hayden. 1) -Santa Mania, that
would prevent people charged
with domestic violence from
avoiding a guilty plea.

Currently, a person accused of
misdemeanor domestic violence
can volunteer to undergo comma
ing and thereby avoid having to
enter a guilty plea or stand trial.
Under Hayden's law, defendants
will have to admit guilt or stand
trial. If they plead guilty, their sen-
tencing includes some probation
and counseling.

Miami also signed into law a
measure by Assemblyman Jim
Cunneen, &San Jose, that pre-

vents paragliders and mountain
bikers from suing public agencies
or public employees if they injure
themselves on public property.

Public agencies and public
worker' are ahvady immune from
liability for injuries sustained by
people who ride animals. boat,
crosecountry or downhill ski, ride
In horse competitions or rodeca,
suit water ski and whilewuter raft
on public property.

Canneenh measure was spon-
sored by the ktidpeninsola Region-
al Open Space District, which has
seen an increase in accidents over
the past two years. Ninety percent
of those accidents required emer-
gency assistance.

The governor also signed a bill
that saves Marin County roughly
$4 million by limiting the amount
of property tax revenue It devotee
to special education in local
schools to $5 million.

KIOSKS: Protests Over Deal With Toilet Makers
From Page Ank

operated by Independent contrac-
tars paid by theagency, whose pa-
pers are the main product sold.
The newsstand deal continues an
agreement that let the agency in-
stall the metal ducks now slated

 sio-,for extinct=

critic asked for such permits last
year, leading akeptics tos ugg est
that the suit is merely the latest
hurdle in a well -planned series of
obstacles by businesses that do not
want competition from kiosk ad-
vertising.

would be If the sidewalk is too nar-
row for a kiosk that doe."

Alsopolitety enthusiastic was
Chris Camperlini, who sells his
homemade jewelry near the cable
car turnaround.

"They look good and they're
not intruaive," Camperlini said.

"Ire terriblie rotten. San haii".0. 8-oce uwoosc) SE emit that
01." rhirmaalliArriV

Itoolizakt3 a raid/:11W."

Court Fires Kings County Judge
fig Harriet Chiang

Chronic,* Loral attltiln P/riar

A Kings County judge who bad
been disciplined three times be-
fore has been removed from the
bench by the California Supreme
Court for handling cases involving
friends and creditors.

The court found that Municipal
Court Judge Glenda Doan "dis-
played moral turpitude, dishones-
ty and corruption."

In removing her from the
bench, the judges agreed with a
special hearing officer that she is
"the mod disciplined Judge in the
State of California."

The court followed the recom-
mendations of the Mate Commis-
sion on Judicial Performance that
Doan be ousted from the bench

Voted into office in
51, is the only judge i
Central Valley town
She is the second jud
this year. Sao Diego C
rice Court Judge G. De
wart removed in JulY
report gifts he had ru
making false Macaw
investigators.

The state Supreme
that Doan bad Imptc
fared in criminal ma
half of her former g;
relatives of friendswi.
had financial dealing
found that she &Uzi
loans on her &earl
forms.

Doan had been
three times before.

Cambridge
Colt 1

"The BatVale
Audio magazine says we may haw 'the best

value to the world:. At our Columbus Day Sale,
the vales are even beuei. Get factory -direct
savings on critically acclaimed comp renis
and systeintynir cafe C ger wavier the

2568



Zoe Angeles gimes
FRIDAY, OCTOBER 28, 1994

resale of 'Lemons' as New Cars Criticized
JERRY G1LLAM

MES STAFF WRITER

t SACRAMENTO-New cars that
)sormally would be classified as
-lemons" are being resold to un-

Suspecting buyers, and the head of
be Assembly's Consumer Protec-
toon Committee wants the practice

Aped.
F. "In brief, the manufacturers are
imackaging their lemons as peach-

," said Assemblywoman Jackie
ier ( D -Burlingame), the com-

ittee's chairwoman. "Only the
it uit, in many cases, is rotten."
k Speier and other committee

embers heard Thursday from
 gruntled car buyers who com-

'ned about buying nearly new
from dealers only to find out

ter, after a run of constant trou -
ranging from squeaky doors to

d brakes, that the vehicles had a
ry of problems.

Although California has a so-
ed lemon law, Speier said there

a loophole.
tinder state law, a new car is

red 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
.-has been repaired and its title

ged so that future buyers
now it was a lemon.
But the problem, the committee
as told, is that some manufactur-

lers are buying back the faulty
sr --

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 $22,000 . . . 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, Ford Motor Co. and Nissan
North America Inc. were at the
hearing 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. I-
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CALIFORNIA LEGISLATURE
K. Jacqueline Speier

Representing
San Mateo County

September 17, 1995

Governor Pete Wilson
State Capitol
Sacramento, CA 95814

Dear Governor Wilson:

I respectfully request your signature on AB 1381 which
strengthens the disclosure process involved when a vehicle,
repurchased by the factory or a dealer from the original owner
is resold to a second buyer.

This measure is sponsored by the California Motor Car Dealers
Association whose members seek not only greater clarity in the
law in terms of what must be disclosed when reselling a buyback
vehicle, but also standardization of disclosure. This bill
provides for a user-friendly form which allows for an explanation
of why the vehicle was bought back and what repairs were
performed to correct cited problems. Current law mandates a
23 -word disclosure statement which provides no meaningful
information to the dealer or the buyer.

The need for the bill was underscored by a series of
investigations by DMV which led to charges being filed against
General Motors and Chrysler regarding violations for failing to
disclose to second buyers that they had purchased a factory
buyback vehicle. General Motors paid $330,000 in a settlement
with the state while the Chrysler case is awaiting the decision
of the administrative law judge. AB 1381 specifies that its
provisions apply to vehicles repurchased after January 1, 1996,
so the bill does not impact any pending DMV actions.

The key to AB 1381 is that it provides that every vehicle that is
bought back cannot be resold unless accompanied by a completed
disclosure form. The form provides that a buyback vehicle must be
identified as one that was either repurchased due to specified
problems described on the form, or repurchased as a " Lemon Law p
Buyback ". In the past manufacturers have resold many buyback
cars without disclosure, claiming the law only required
disclosure on vehicles repurchased under the Lemon Law.

These undisclosed sales have triggered numerous legal actions on
the part of private attornies as well as the DMV. In brief,
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page 2

AB 1381 and its " mandated paper trail " should reduce litigation
centered around the resale of buyback vehicles.

I must emphasize that the bill does not amend the current Lemon
Law which determines when a vehicle qualifies for legal action
that could result in an order that the vehicle be repurchased.
The decision process for branding vehicles as lemons is not
affected by this bill; however, the measure does require that
true lemon vehicles have their titles branded in the name of the
manufacturer and that a " Lemon Law Buyback " decal be affixed to
the left door frame.

AB 1381's disclosure process will reduce litigation associated
with disputes over the disclosure of a buyback vehicle's history.

Toyota is neutral on the bill. The American Automobile
Manufacturers Association wrote me on 9/6/95 to say it would
support the bill if I changed the term that appears on the
disclosure form and the title from " Lemon Law Buyback " to
" Manufacturer Buyback. " I did not accept this amendment as the
proposed name change serves to confuse consumers and dealers
alike. " Lemon Law Buyback " is a subset of " Manufacturer
Buyback " and is clearly a major improvement over the current law
term of " Warnty Rtd. "

I have attached an investigative report, Bitter Fruit, by the
Assembly Committee on Consumer Protection, Governmental
Efficiency and Economic Development which details the reasons why
this bill is needed.

All the best

ie Speie
ate Assemblywoman
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Final Report on How Consumers Unknowingly Buy Lemon Vehicles

November 30, 1994
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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 Lemon Are Packaged Ag
Peaches. This final report is named, Bitter 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

0
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, cn

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

F

formal accusation by the DMV regarding violations of the "lemon law" by GM. cn

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 --- ZZ
repurchased from the original owners only after repeated repairs failed to -'
remedy faulty brakes, stalling engines and other problems that posed a safety .---- Slam

s
hazard. Internal GM memos show that GM representatives urged goodwill si

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. Manufapturers have a
histo=. of avoiding the branding of a title with "warranty returned," In fact,
five vehicles included in a DMV's investigation of GM are not branded, as of
.11L22494, even though the vehicles were included in DMV's accusation and have a
history of mechanical problems whiph resulted in GM's buying pack the vehiple.

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.

8. From 10/17/88 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 Lemons Are Package.1
As Peaches, 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, Bitter 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

3

2577



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.

4
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EXAMPLES OF LAUNDERED LEMON VICTIMIZATION

Case ji1

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. 0

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.

w
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 F
the DMV investigation is completed.

Case 1.2

ti
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 Susa.

smOxnard dealer in July, 1994 had been driven 2,000 miles by the new owners. si

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

5
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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
Wif a manufacturer, or dealer cannot repair a new vehicle as required by the 5

warranty after a "reasonable number of attempts," and the defect substantially
w
fl

impairs the vehicle's use, then the consumer is due a refund of the purchase (
price, or a replacement vehicle. I-

Z
w
I-

Existing state law, The Tanner Consumer Protection Act (lemon law), Z
provides that if the defect on a vehicle cannot be repaired in four attempts w
within one year from delivery, or 12,000 miles, whichever occurs first, or the F
vehicle is out of service for more than 30 days, the owner may sue the <

_1
manufacturer for a refund or replacement with a vehicle of equal value. The u)

law also allows the automaker to reject the claim and submit the case for CD
w

arbitration under programs certified by the Department of Consumer Affairs but _1

administered by manufacturers.

a
The Automotive Consumer Notification Act requires a dealer or a Sus.

manufacturer who sells a vehicle that is known to have been required by law to an

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
later discovered, had a history of brake problems. Not one of these vehicles 0

had been branded as "lemons."
w

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.

The DMV also filed an accusation case on 8/17/94 against Chrysler
Corporation for allegedly selling 118 buy-back vehicles without proper
disclosure. The case is still pending with a hearing date of 2/28/95. % a
Chrysler dealers have not been charged. Sussm.

si

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

7
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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

The above figures only cover manufacturer requests, not dealer buy -backs;
also leased vehicles, about 201 of the sales market, are not eligible for a
sales tax refund.

w
Most significantly, BOE noted that "until recent action taken by DMV

against one of the major domestic manufacturers, none of the manufacturers were
branding DMV titles." In brief, manufacturers were not "lemonizing" their % a
buy -backs. Sus.

sism

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.
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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 communication involves more than one 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

10
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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
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."

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
maintaining the safety of their vehicles.

LEMON LAUNDERING COVER-UP ALLEGED

Finally, the non-profit consumer group, Motor Voters, had alleged that GM is
offering buy-back victims $1,000 to have their vehicles properly titled as
"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.

11
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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
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.

12
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STATE AND CONSUMER SERVICES AGENCY ENROLLED BILL REPORT

DEPARTMENT

Consumer Affairs
AUTHOR

1 Speier
BILL NUMBER

r AB 1381

Bill Description:

Existing law, known as the New Car Lemon Law [Civ.C. 1793.2(d)] and the Tanner
Consumer Protection Act [Civ.C. § 1793.22]:

Defines a new vehicle as a "lemon" if, within one year or 12,000 miles,
whichever comes first, (1) a defect has been subject to repair four or more
times, or (2) the vehicle has been in repair for a total of more than 30
days. (The defect must substantially impair the use, value, or safety of
the vehicle.)

Requires the manufacturer of a lemon to replace the vehicle or give the
buyer a refund.

Requires the Board of Equalization (BOE) to reimburse manufacturers for
sales tax refunded to the buyer when making_ restitution on a lemon.

Requires lemon disputes to go through a third -party dispute resolution
process, if the manufacturer has one, before pursuing civil action.

Prohibits the resale of a lemon without correcting the defect, disclosing
it, and guaranteeing that the vehicle will be free of that defect for one
year.

Existing law, known as the Automotive Consumer Notification Act [Civ.C.
1795.8]:

Requires anyone who sells a motor vehicle that is known or should be known
5
ct

to have been required by law to be replaced or accepted for restitution dues
to the inability to conform the vehicle to warranties pursuant to the Lemont
Law, or any other law of this state, another state, or federal law, to
disclose that fact to the buyer in writing prior to sale.

Requires the titling documents to include a separate document signed by they
buyer stating that the vehicle has been returned to the dealer or 1.7t

manufacturer due to a defect, pursuant to consumer warranty laws, and
requires the registration card to state the same. [Veh.C. § 4453(b)(7)].

This bill would revise the Automotive Consumer Notification Act, as follows:
1111

S sa-
,

eBranding: Requires a manufacturer who reacquires a lemon to retitle the
vehicle in the manufacturer's name, ask the DMV to brand the title and
registration "Lemon Law Buyback," and put a decal on the car stating that the
title has been so branded.

Vote: ASSEMBLY
Floor: (CONCURRENCE) Aye 63 No 10
Policy Committee: Aye 14 No 0
Fiscal Committee: Aye 15 No 0

RECOMMENDATION
TO GOVERNOR:

DEP ENT

or MARJORIE Ms. -

Director
RTE

Vote: SENATE
Floor:
Policy Committee:
Fiscal Committee:

DEFER TO OTHER
A ENCY

SE TARY

Aye 37 No 0

Aye 7 No 0

Aye 9 No 0
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AB 1381
Page 2

As under the current law, this requirement would apply to any vehicle
which the manufacturer knows or should have known was "required by
law" to be bought back.

Notice to the New Buyer:

Requires anyone who sells, leases or transfers a vehicle that was
required to be bought back (i.e., a branded vehicle) to disclose
to the new buyer that the vehicle was bought back due to a
defect, pursuant to consumer warranty laws, and that the title
has been branded "Lemon Law Buyback."

Requires a manufacturer who buys back a motor vehicle at the
buyer's request, because it did not conform to express warranties
to give the next buyer a different notice than the one above.
This notice would include a statement of the problem and any
repairs made to fix it.

Requires anyone else who acquires a vehicle for resale and knows
or should have known that the vehicle was bought back at the
buyer's request to give the new buyer the same notice.

Sales Tax:

Requires the BOE to reimburse the manufacturer for sales tax on a
lemon that is replaced, as well as when making restitution.

0
Effective Date: 5

Applies only to lemons reacquired on or after January 1, 1996.

Specific Findings: H

The Department of Consumer Affairs opposed the June 14, 1995, version
of the bill. Since then, various amendments have resolved most of
our prior concerns. The current version is much improved vis-a-vis
its impact upon consumers, though parts of it are confusing (as

(79

discussed below).

The bill would establish one standard for when "branding" and one ;:*.0,kind of disclosure would be required, and another for when a second isindisclosure would be required. anei

Branding

Branding of the registration and title would be required if the
manufacturer knew or had reason to know the vehicle was required by
law to be bought back. This is only a rewording of the current law,
with no substantive change.

Under current practice, manufacturers sometimes avoid branding of
lemons by categorizing them as "goodwill" buybacks rather than as
having been "required by law" to be bought back. Consumer groups,
however, argue that the manufacturer is "required by law" to buy back
the vehicle as long as the lemon presumption is met, whether or not
the buyback was voluntary or forced through arbitration or Other
legal proceedings.

V',
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This bill would retain the "required by law" language, and so
manufacturers could still avoid branding vehicles that they choose to
categorize as "goodwill" buybacks. This will continue to be an issue
next year. There should be greater specificity in this area, but the
problem is getting consumer interests and industry to agree as to
when buybacks should be disclosed as "lemons."

What is new (and improved) about the branding requirement is that:

A decal will now be required on the vehicle itself (attached to
the left front doorframe or another location determined by the
DMV, if there is no left front doorframe), indicating that the
vehicle is a "Lemon Law Buyback."

The title and registration brand will be more explicit, i.e., it
will have to say, "Lemon Law Buyback," rather than merely stating
that the vehicle has been "returned due to a defect, pursuant to
consumer warranty laws."

The disclosure to the new buyer will also be more explicit, as it
will now state that the title has been branded with the notation
"Lemon Law Buyback."

These changes should enhance the force of the disclosure to the
consumer, when that disclosure is made.

Second Disclosure

A different disclosure, including the defect and any repairs to fix
it, would be required when the seller knows or should have known that
the vehicle was bought back at the request of the buyer, because it
did not conform to express warranties.

The two different disclosure requirements are confusing. One
disclosure would be required for buybacks that were "required by
law," and another for buybacks that were requested by the consumer.
We are not sure how manufacturers will decide when a vehicle was
"required by law" to be bought back, and when they will decide that
the buyback was done at the request of the consumer.

The result could be positive or negative, depending on how the
manufacturers interpret the term "at the request of the buyer." More
vehicles may be disclosed as "buybacks" if manufacturers interpret
"at the request of the buyer" to mean informal or "goodwill" buybacks
(buybacks requested by the consumer, either orally or in writing,
without the matter actually having gotten to arbitration).

On the other hand, it is possible that manufacturers may use this
requirement to their advantage and that even fewer vehicles will be
branded than are now. Whether or not the buyback is voluntary or
forced through settlement, at some point, the consumer may have
requested the buyback. If this happens, we may see manufacturers
categorizing fewer buybacks as "required by law," and many as
"requested by the consumer," because they will not have to brand the
vehicle and disclose it as a lemon, but only have to disclose that it
was bought back due to a "problem." This would be an undesirable
result.
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There is another possible problem with this second disclosure form.
The form is only required when the buyback was consumer -initiated
[see proposed S 1793.24(a)], yet it includes two disclosures, one of
which would apply to consumer -initiated buybacks and the other to
buybacks that were "required by law" (i.e., they were branded).

The first box states, in very understated terms, that the vehicle was
bought back at the consumer's request "due to the problem(s) listed
below." The second box proclaims (in all caps) that the vehicle was
bought back due to a "defect" (rather than "problem") pursuant to
consumer warranty laws, and that the title has been branded "Lemon
Law Buyback." Since the bill does not require this disclosure form
to be used in the case of branded vehicles, we wonder whether this
second box will ever be checked.

Again, there are two possible results. Branded vehicles would still
have to be sold with the other disclosure form required in the bill,
which states almost exactly the same thing as this disclosure but
does not include the defect, repairs, and statement of the guarantee.
However, manufacturers still have to disclose this information
somewhere, since under current law a lemon cannot be resold without
disclosing the defect, correcting it, and guaranteeing that the
vehicle will be free of that defect for at least one year. The
second disclosure form in this bill would fulfill that requirement,
and manufacturers may opt to use it even though they are not required
to with this bill.

The other possibility is that they will use another form for vehicles
that were "required by law" to be bought back, and limit their use of
this second form to buybacks "requested by the consumer." This may
work to their advantage, because the first statement on the second
disclosure form looks much less serious than the second.

The potential harm may be that the categories used in this bill, and
on that form, are arbitrary. Both categories of vehicles may have
experienced equally serious problems, and both may have technically
qualified as "lemons" under the lemon law. Yet the disclosure
required for a buyback "requested by the consumer" is relatively
understated, and may not serve to adequately inform the new buyer of
the seriousness of the previous problem (which has now supposedly
been corrected).

We may be "nit-picking" the bill, but feel that these issues should
be pointed out. It remains to be seen how manufacturers will deal
with these issues if the bill is enacted. Although as a whole this
bill appears to be an improvement over the current law, there is
certainly still room for improvement in this area.

Fiscal Impact:

None to this department. The Department of Motor Vehicles expects to
incur $96,000 for FY 1995/96, and ongoing costs of $7,000 yearly.
The Board of Equalization states that the bill will have no fiscal
impact.

Support:

California Motor Car Dealers Association (sponsor)
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Association of International Automobile Manufacturers

.support if Amended:

Consumers Union
Consumer Federation
Consumer Action
Motor Voters
Center for Auto Safety

Opposition:

American Automobile Manufacturers Association
Association of International Automobile Manufacturers
Ford Motor Company

Neutral:

Department of Finance

Other:

Department of Motor Vehicles: "Concerns," but they are not strong
enough to oppose the bill.

Arguments:
w
0

Pro: Proponents argue that a more aggressive vehicle branding and >
disclosure program would benefit consumers and remove loopholes in
the current law.

H
z

.Con: The latest amendments have resolved most of the concerns of H
the consumer groups (Consumers Union, Consumer Action, Center for
Auto Safety, and Motor Voters). They are still concerned, however,
that the bill will allow manufacturers to decide which vehicles are
lemons and which are "goodwill" buybacks, as under the current law
(see Specific Findings).

(79

Consumer groups also argue that there will be no disclosure if the
manufacturer initiates a recall buyback, as Nissan and Saturn have

'&401done. In 1993, Nissan offered to buy back 1987-90 minivans due to s
nfailed recall attempts which made repairs very expensive. Saturn %O

smn

offered to buy back about 2,000 Saturns because contaminated coolant o

had damaged certain components. Consumer groups argue that while
these buybacks benefit the original owners, the defects would not
have to be disclosed to the next buyers. (For what it is worth,
however, manufacturers do not disclose these as "lemons" under the
current law, either, choosing to categorize them as "goodwill
buybacks.")

The Association of International Automobile Manufacturers (AIAM)
supported the June 14 version, which would have required buybacks to
have been formally negotiated or in a form process of negotiation
(arbitration, judgment, settlement) in order to be branded and
disclosed as a lemon. (The department opposed this version, as it
would have exempted lemons reacquired purely through oral '

negotiations, and prospective buyers would have had no notice that
there was a problem.)
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The AIAM opposes the current version, which returns the branding
requirement to the same standard as in the current law, at the
request of the trial lawyers (Consumer Attorneys of California).
Manufacturers and consumer groups agree that the current law is too
vague and subjective, but disagree as to which vehicles ought to be
disclosed and branded as lemons. The AIAM argues that the current
version will only continue to create confusion and foment litigation.

There were 10 negative votes on Assembly concurrence, all Republican.
The Republican analysis recommended an "oppose" position, due to the
Senate amendments which gave rise to opposition from the vehicle
manufacturers listed above. (The Senate amendments, however, removed
most of our concerns with the bill.)

Recommendation: SIGN. We have some reservations with the bill. It
does not resolve the current deficiency with the branding
requirement, and we are unsure as to when manufacturers will choose
to make one disclosure or the other. However, certain aspects of the
bill improve disclosure to the consumer, and in this respect the bill
is an improvement over the current law.

Prepared by: Gale Baker, Analyst. Telephone: 322-4294
Ray Saatjian, Deputy Director Telephone: 327-5196
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ENROLLED BILL REP* Busine s, Transportation & Housing A enc
DEPARTMENT

Motor Vehicles

AUTHOR

Speier

BILL NO.

AB 1381
SPONSOR

Author

RELATED BILLS

_None known

DATE LAST AMENDED

August 21, 1995
SUBJECT

Vehicles: Automotive Consumer Notification Act

DEPARTMENT OF MOTOR VEHICLES.

THE EBR IS BASED ON THE LAST AMENDED VERSION OF THE BILL THE ENROLLED BILL WAS NOT AVAILABLE.

SUMMARY;. Would establish new reporting requirements for manufacturers so that branding and notice would
occur on "Lemon" buy-back vehicles.

IMPAfT ASSESSMENT;. Existing law requires a manufacturer to disclose to a consumer if a motor vehicle was
previously returned pursuant to consumer warranty law due to a defect. That fact must also be reported to the
department so that the vehicle can be identified as such on the face of the ownership certificate (title) and registration
card. Existing law does not specify the notation that must be made. The department currently brands such
registration documents with the phrase 'WARRANTY RETURN".

This bill would:
provide that a vehicle reacquired by a manufacturer, or by a dealer or lienholder with the assistance of the
manufacturer due to the inability of the manufacturer to conform the vehicle to applicable warranties pursuant to
the Civil Code, shall be retitled in the name of the manufacturer and have the title branded as a "Lemon Law
Buyback". Civil Code Section 1793.2(d) states that the vehicle is reacquired after a reasonable number of
attempts to conform the vehicle to warranties and that the manufacturer shall promptly replace the vehicle;

specify that a manufacturer who reacquires a vehicle or assists a dealer or lienholder to acquire a vehicle in
response to a request from the last retail purchaser or lessee due to failure to conform to express warranties cn

must provide notification to the subsequent transferee and obtain the transferee's acknowledgment of the
notification. In these cases, title branding is not necessarily required;

z
define a "dealer" for purposes of this legislation to include any person engaged in the selling, offering for sale,
or negotiating the retail sale of a used vehicle. Dealer would include brokers, agent for another, officers, agents, i=>

and employees of the person and any combination or association of dealers;

require that the notice to be used for a reacquired vehicle, as specified, is revised to reflect the two separate
buyback options. This section, including the specifications for the notification, would require that the
manufacturer provide an executed copy of the notice to their transferee including a dealer, and each transferee to
whom the motor vehicle is transferred prior to its sale to a retail buyer or lessee; and,

s1$.
az

specify that the provisions of this bill would apply only to vehicles reacquired by a manufacturer on or after
January 1, 1996.

The department would incur costs of $104,552 in FY 95/96 with annual ongoing costs of $7,359.

VOTE: ASSEMBLY VOTE: SENATE UNKNOWN
FLOOR Aye _75_ No FLOOR Aye 222 No

Policy
_0_

Policy
Cmte. Aye _14_ No 0 Cmte. Aye _7_ No _0_

RECOMMENDATION:

SIGN
DEPARTMENT

4,04/4/

DATE

41 -12. -45 -

DATE
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AB 1381 Vehicles: Automotivettsumer Notification Act
September 12, 1995

AROIMENTS PRth

2

1. Vehicle manufacturers would be required to title a returned vehicle in their name and have the titles of specified
vehicles branded with a "Lemon Law Buyback" notation.

2. While only subsequent purchasers of "Lemon Law" vehicles are currently notified of a vehicle that is a lemon,
the proposed legislation would specify that all purchasers of reacquired vehicles, whether a lemon or not, would
be notified of the problem of which the original purchaser complained.

3. Vehicle manufacturers would be required to affix a decal with the term "Lemon Law Buyback" to a reacquired
vehicle's left doorframe.

Support for this bill comes from the California Motor Car Dealers Association.

A RaumENT5 LQN.1

1. Section 1793.2(d) o f the Civil Code states only that the vehicle must be reacquired after a reasonable number of
attempts to conform the vehicle to warranties. It also states that the manufacturer shall promptly replace the
vehicle. These terms are non specific and will be difficult to use as grounds for disciplinary action when non
complinace is encountered.

2. Because it is not required that a copy of the notice accompany the application for transfer of ownership,
enforcement efforts of the department will be complicated.

3. A lost or removed decal will raise problems in assigning proper blame since the point at which the decal was
removed will be extremely difficult to determine.

4. There is no mechanism in this bill for the department to recover its implementation or ongoing costs.

5. There is no provision for a delayed operative date to allow the department to complete the required
programming.

There is no officially stated opposition to this bill. However, it is recognized that the vehicle manufacturing industry <
believes that branding a vehicle significantly reduces the value of buy-back vehicles and is, in fact, unnecessary since u)
they would not be reselling a vehicle if it were not considered safety defect and mechanical defect free.

RECKIMMENDATION: SIGN
SW

This bill would require a manufacturer to obtain a title in their name for all vehicles reacquired for warranty related s.0
defects and to affix a decal on the door frame which incorporates the notation "Lemon Law Buyback." While it is e
acknowledged that this measure is not a complete fix for the numerous consumer protection issues relative to
warranty return vehicles, AB 1381 does provide enhanced protections for purchasers of such vehicles.

For further information, please contact:

Frank S. Zolin, Director
Day telephone: (916) 657-6940
Evening telephone: (916) 987-1629

For technical information, please contact:

Bill Cather
Legislative Liaison Officer
Day telephone: (916) 445-9492
Evening telephone: (916) 985-4342
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DEPAVENT OF FINANCE ENROLLEIOLL REPORT

AMENDMENT DATE: August 21, 1995
RECOMMENDATION: Sign
SPONSOR: California Motor Car Dealers Association
ASSEMBLY: 63/10
SENATE: 37/0

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.

COMMENTS

Finance has no fiscal concerns with this bill and would recommend signature on the bill because
provisions in this bill attempt to protect subsequent buyers of vehicles returned to manufacturers as
"lemons."

Analys 'rincipal
(0751 J me

Date Pro ram Budget Manage,
Wallis L Clark

.X0.)
Depart ty Director

71trk
ENE OT I ,ED RILL REPORT
BTH:AB1381.751 09/20/95 4:04 PM

Date

Date

/A //9s
F carm_DE-43_01.em.113Z25...Eink)..
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BILL ANALYSIS/ENROLLED BILL REPORT--LCONTINUEDI Form DF-43
AUTHOR AMENDMENT DATE

J. Speier

ANALYSIS

A. Programmatic Analysis

BILL NUMBER

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

Agency or Revenue CO PROP
Type RV 98 FC

(Dollars in Thousands)

1995-1996 FC 1996-1997 FC 1997-1998
Fund
Code

2740/DMV SO C

Fund Code: Title
0044 Motor Vehicle Account, STF

$96 S $7 S $7 0044
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SENATE RULES COMMITTEE
Office of Senate Floor Analyses
1020 N Street, Suite 524
(916) 445-6614 Fax: (916) 327-4478

THIRD READING

Bill No:
Author:
Amended:
Vote:

AB 1381
Speier (D)
8/21/95 in Senate
21

SENATE JUDICIARY COMMITTEE: 7-0, 7/18/95
AYES: Campbell, Mello, O'Connell, Petris, Solis, Wright, Leslie
NOT VOTING: Lockyer, Calderon

SENATE APPROPRIATIONS COMMITTEE: 9-0, 8/23/95
AYES: Johnston, Alquist, Dills, Hughes, Kelley, Killea, Leonard, Leslie,

Polanco
NOT VOTING: Calderon, Lewis, Mello, Mountjoy,

ASSEMBLY FLOOR: 75-0, 6/1/95

SUBJECT: Vehicles: Automotive Consumer Notification Act

SOURCE: California Motor Car Dealers Association

DIGEST: This bill enacts the Automotive Consumer Notification Act.

ANALYSIS: 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 WarrantAct (Section 1790 et. seq. 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

CONTINUED
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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 presumption that a reasonable number of
attempts has been made to conform a new vehicle to express warranties if
within 1 year or 12,000 miles: 1) the same nonconformity has been subject to
repair four or more times; or 2) the vehicle has been out of service for repair
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 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 nonconformity
is corrected, and the manufacturer warrants to the new ... [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 disclosure
requirements which are "cumulative with all other 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)

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 dealqr or
manufacturer is required to "brand" the titling documents of the vehicle with
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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 "lemon law buyback."

3. Manufacturers would have a new obligation to affix a decal with the term
"lemon law 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)

C. The request was made because the vehicle did not conform to express
warranties.

CONTINUED
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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 "lemon law
buyback", and the other box is for other vehicles reacquired after the last
retail owner of the vehicle requested its repurchase.

FISCAL EFFECT: Appropriation: No Fiscal Com.: Yes Local: Yes

SUPPORT: (Verified 8/24/95)

California Motor Car Dealers Association

ARGUMENTS IN SUPPORT: 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.

RJG:jk 8/24/95 Senate Floor Analyses
SUPPORT/OPPOSITION: SEE ABOVE

**** END ****
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AB 1316 Mustamante-D) - Consumer Protection: Personal Information

Makes clarifying and technical changes to the statutes governing the request of personal
information by retailers.

Chagter.458, Statutes of 1995

AB 1381 (Sggier-D) - Automotive Consumer Notification Act

Revises and recasts the Automotive Consumer Notification Act.

Chagter 503, Statutes of 1995

AB 1610* (Archie-Hudson,D) - Home Solicitation Contracts

Amends the definition of a disaster in the statute voiding certain home solicitation home repair
contracts signed after a natural disaster to clarify that there must have been a declaration of
emergency.

Chagter 123, Statutes of 1995

w

AB 1635* (Gallegos -I)) - Retail Installment Contracts cwn

Provides that a lender or seller in a retail installment contract which encumbers the buyer's home
as security for payment under the contract, who is required to use a revised specified form after

w-
October 1, 1995 to make the disclosure, is able to use that form to achieve compliance with the
disclosure laws for contracts entered before October 1, 15'95.

Chagter 153, Statutes of 1995

fa
aSago

ffAB 1653 M oorcher-I) - Credit Services Organizations on

Revises the definition of persons exempt from the Credit Services Act of 1984 to delete licensed
lending organizations, as specified, and to provide that all other exempt organizations may charge
no fee for credit services, as specified.

(Failed passage in Assembly Banking and Finance Committee)
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State of California 0
MEMORANDUM

To: PLitlt BRIGHTBILL
Chief, Arbitration view Program

From: JOHN LAMB gal Services Unit

enI of Consumer Affairs

Data: April 10, 1997

Re: "Negative Equity" in Arbitrators' Replacement/Repurchase Decisions -
Margaret Bowers' February 17, 1997 Letter

You asked me to respond to Peggy Bowers' letter on behalf of Ford Motor Company
which argues that the buyer of a defective vehicle should not be reimbursed for "negative
equity" under a repurchase decision in a lemon law arbitration proceeding.

As described in Ms. Bowers' letter, "negative equity" is the difference between the
loan balance on the buyer's trade-in and the value which the dealer and the buyer have
assigned to.the trade-in, when that difference is financed as part of the buyer's purchase (or
lease) of a new vehicle. This so-called "negative equity" becomes an issue when the new
vehicle is defective and an arbitrator orders its repurchase Ms. Bowers argues that the
"negative equity" is not part of the purchase price paid by the buyer, and that the
manufacturer therefore is not required to reimburse it in this situation.

As explained in detail belOw, I have concluded that any "negative equity" is part of
the actual price payable by the buyer, and that the manufacturer therefore j required to
reimburse it as part of a repurchase decision.. I also have concluded that reimbursing
"negative equity" doeS not unjustly enrich the buyer and is not unfair to the manufacturer.
Finally, I have concluded that some dealers' practice of "rolling" a buyer's '"negative equity"
into the purchase price of a new vehicle is probably unlawful and may not create an
enforceable obligation against the buyer to repay the "negative equity" amount.

I. BACKGROUND

A. PURCHASE TRANSACTIONS 'WHERE "NEGATIVE EQUITY" IS FINANCED

Automobile dealers often agree to pay off the amount due on a trade-in in order to
close a deal, even though the dealer lmows that the pay-off amount might be greater than the
trade-in's true value. The dealer either adds the amount paid to the price of the new vehicle,
inflates the value of the trade-in so that its net value equals the amount of the "negative
equity," or uses some combination of these techniques to include the amount of "negative
equity" in the amount financed.

It is essential to understand that the new vehicle's purchase price, the value of the
trade-in, and the amount of "negative equity" usually are not "hard' numbers, even though
they appear to be after the fact. The amount assigned to "negative equity" to be financed
may vary depending on the agreed price of the purchased vehicle.and the agreed value of the
trade-in vehicle. This in turn may be a function of factors that are not related to the trade-
in's actual value, such as: the buyer's awareness and bargaining skills, the dealer's
impression of the salability of the trade-in, the current sales performance of the new vehicle, 
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and even whether the dealer is having a successful month. When the buyer is negotiating the
purchase, his or her focus will not be -on these factors, but rather on the amount of monthly
payments, and possibly, on the total amount to be financed and the annual percentage rate.

In the course of the purchase negotiations, the dealer may adjust the purchase price to
compensate for the amount to be allowed on the trade-in and the amount of "negative equity "
tharthe dealer will have to pay. In the end, the buyer will be responsible for paying a stated
amount, which will be the sum of the agreed purchase price and the amount of the "negative
equity" that is financed. In reading the following' analysis, it should be remembered that
these amounts often are highly fluidimtil the buyer signs the contract.

B. THE ARP'S PRESENT POSITION ON "NEGATIVE EQUITY"

In October 1996, 1 reviewed a Program Summary submitted by the Council of Better
Business Bureaus ("CBBB") as part of a rrianilfacturer's application for certification. The
ARP was particularly concerned about the applicant's proposal that arbitrators be permitted
to deduct the "negative equity" in trade-ins when rttalrinL,T awards in cases involving leased
vehicles.

I concluded that California law does not allow an arbitrator to deduct any "negative
equity" in a lessee's trade-in from an award in a decision to repurchase or replace a defective
leased vehicle. The ARP communicated this position to the CBBB, and subsequently, to the
several certified arbitration programs.

My analysis, repeated in the margin in relevant part,' continues to be an accurate

1 The Song -Beverly Act ("Act") and the Arbitration Review Program regulations ("regulations") do not
allow an arbitration award that requires restitution or replacement to be reduced by the amount of negative
equity in the buyer's or lessee's trade-in. Civil Code §§ 1793.2(d)(2)(A)-(C) strictly limit permissible
deductions in replacement arid repurchase situations: the only deduction permitted is an offset for use calculated
pursuant to the formula at CC § 1793.2(d)(2)(C). The regulations; at 16 CCR § 3398.11(c), also allow
deduction for the buyer's/lessee's over -use or abuse of the vehicle.

These are the only deductions permitted by California law. Indeed, the purpose of 16 CCR §
3398.11(c) was to counter some arbitrators' practice of not strictly applying §§ 1793.2(d)(2) (A)-(C)s' remedies,
and to require manufacturers to adhere to them in repurchase/replacement decisions. (See Initial Statement of
Reasons, Arbitration Program Certification Regulations, California Department of Consumer Affairs, p. 25
(May 23, 1989).)

Deducting for negative equity in a trade-in is impermissible for another reason: it effectively penalizes
the consumer for the manufacturer's inability to conform the vehicle to the manufacturer's express warranties.'
This is contrary to the philosophy behind the Act and the regulations, as expressed in the Commercial Code and
the regulations' Final Statement of Reasons. The Commercial Code's Article 2 remedy provisions, incorporated
into the Act by CC § 1794(b), are to be liberally administered 'to the and that the aggrieved party [here, the
consumer) may be put in as good a position as if the other party [here, the manufacturer/warrantor] had' fully
performed ....' (Corn. Code § 1106; sec CC § 1794(b).)

This concept also is woven into the regulations. The Final Statement of Reasons states: "In
transactions in which the manufacturer has been unable to carry out the terms of its warranty - has been unable
to repair a vehicle after a reasonable number of attempts - it is more appropriate to place the burden on the
manufacturer, than on the consumer who is not responsible for the default.' (Final Statement of Reasons,
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legal interpretation of the Act and regulations. My expanded analysis in response to Ms.
Bowers' letter provides additional persuasive support for this analysis and its conclusions.

B. FORD'S ARGUMENTS

Ms. Bowers' letter argues that "negative equity" is not part of the piirchase price of
the defective vehicle. She also argues that not allowing "negative equity" to be deducted
from the reimbursement award (or in her terms, requiring the manufacturer to refund the
"negative equity") is unjust to the manufacturer and creates a windfall to the consumer.. She
apparently agrees with the ARP's position that "negative equity" cannot be deducted from the
purchase price that the arbitrator orders to be reimbursed. (Bowers letter, page 1.)

Whether "negative equity" is part of the purchase price turns on the following
language in CC § 1793.2(d)(2)(B):

"In the case of restitution, the manufacturer shall mak,. restitution in an
amount equal to the actual price paid or payable bv .the buyer," including
incidental damages and numerous other charges, but excluding
nonmanufacturer items installed by a dealer or the buyer. (Emphasis added.)

Ignoring the words "or payable," Ms. Bowers argues that the intent of the quoted language is
to require the manufacturer to reimburse the consumer for the costs incurred in the present
transaction. In her view, "Amounts refinanced from another loan on a trade-in ... are not
part of the vehicle price paid by the buyer." (Bowers letter , page 2.) She concludes that
the rummfacturer therefore is not deducting "negative equity" from the purchase price of .the
vehicle; rather, in her view, the manufacturer is determining the actual price paid by the
buyer for the vehicle.

Ms. Bowers' unjust enrichment and windfall arguments follow from this 'conclusion.

IL ANALYSIS

A. REIMBURSING THE AMOUNT OF "NEGATIVE EQUITY" FINANCED DOES
NOT UNJUSTLY ENRICH TkI.E BUYER AND IS NOT UNFAIR TO '.tfCh
MANUFACTURER

Ms. Bowers argues that requiring the manufacturer to reimburse so-called "negative
equity" in a repurchase situation would result in a windfall to the buyer and would be

Arbitration Program Certification Regulations, California Department of Consumer Affairs, Responses to
Objections/Recommendations ['incidental damages], p. 28 (September 13, 1989).)

Allowing the consumer's arbitration award to be reduced by the amount of the negative equity in the
consumer's trade-in clearly does not put the consumer in as good a position as if the manufacturer bad fully
performed by making the defective vehicle conform to the express warranties, and impermissibly puts the
burden for the manufacturer's failure on the consumer.

Finally, the proposed deduction for negative equity essentially would require the less= to waive the
rights described above. Any waiver of the Act's provisions by the consumer is expressly prohibited by the Ace.
(CC § 1790.1.)
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inequitable to the inanufacturer. The practical consequence of requiring the manufacturer to
reimburse "negative equity" is not as Ms. Bowers states. This becomes clear when the.
totality of the purchase -transaction and the buyer's obligation thereunder is considered, rather
than just the terms of th4. arbitrator's decision.

As explained at I.A., the amount of "negative equity" can'be highly arbitrary, even in
a transaction where the buyer is .a skillful negotiator. The amount of "negative equity" may
be determined by factors which have no direct relationship to the true fair market value of 
the trade-in or the unpaid balance on the loan for which the trade-in stood as security. In
practice, dealers often agree to pay off the amount due on a trade-in in order to close a deal,
even though the dealer lmows that the pay-off amount is greater than the trade-in's value. In
effect, the dealer takes a calculated risk that the buyer will fulfill his or her obligations under
the new purchase contract.

If the vehicle conforms to the manufacturer's warranties, the buyer will pay off the
amount of "negative equity," together with the purchase price, over 'the course of the
contract. In this situation, all parties will have benefitted from the dealer's action: the buyer
benefits by paying off the total debt and having a properly functioning vehicle; the dealer and
manufacturer benefit by making the sale; and, the manufacturer often also benefits by
collecting interest on the amount of "negative equity" financed.

However, on occasion, vehicles prove to be defective, and the manufacturer is unable
to conform them to the warranties that it has given as part of the purchase transaction. In
this situation, the dealer has miscalculated the risk, and the manufacturer has failed to fulfill
its warranty obligations. The buyer should not be forced to bear the burden of the dealer's
miscalculation or the manufacturer's inability to conform the vehicle to its own warranties.

Reducing this conceptual conclusion to hard reality, the fact is that many buyers will
not be able to pay off the amount of "negative equity" that is financed, and thus will be
required to accept a replacement vehicle rather than the reimbursement awarded. This
practical reality violates the regulations' mandate that decisions must be fair (16 CCR §
3398.10(a)), as well as the Act's requirement that the buyer must be able to choose
reimbursement in lieu of replacement (see page 5). It also may be unfair to the buyer, since
the amount of "negative equity" that the buyer now must pay may have been manipulated by
the dealer (perhaps, with the buyer's unwitting concurrence) during the purchase
negotiations.

Finally on this point, Ms. Bowers argues that the manufacturer should not be
responsible for "debt the consumer incurred that was completely unrelated to the purchase of
the vehicle at issue." This misrepresents the true nature of the "negative equity," which is
inextricably intertwined with all aspects of the purchase transaction. Financing the "negative
equity" also is related to the purchase of the new vehicle because otherwise the purchase
could not occur. Further, both the manufacturer and the dealer benefit by making the sale,
as explained above.

In sum, when the totality of the transaction is considered, requiring reimbursement of
the buyer's total contractual obligation (purchase price plus "negative equity") does not
provide the buyer a windfall and is not inequitable to the manufacturer. Rather, this
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conclusion properly places the burden of the manufacturer's inability to repair the warranted
vehicle on the manufacturer, avoids imposing an essentially arbitrary obligation on the buyer,
and assures that the buyer does not lose the option to choose reimbursement instead of
replacement.2

B. FORD'S CONCLUSIONS. WOULD VIOLATE 'rill SONG -BEVERLY ACT
AND ARP'S REGULATIONS, AND WOULD NOT BE PRACTICAL

To accept Ms. Bowers' conclusion that "negative equity" is not part of the purchase
price payable by the buyer would violate -the Song -Beverly Act ("Act") and the ARP's
regulations.

First, as explained above, requiring the buyer to pay off the "negative equity" in
order to accept a repurchase decision in many cases will force the buyer to accept a
replacement vehicle instead. This would violate CC § 1793.2(d)(2)'s requirement that the
buyer must be able to choose  reimbursement in lieu of replacement.

Second, interpreting the Act so that the buyer is required to choose replacement
instead of restitution effectively requires the buyer to waive a provision of the Act, which is
prohibited by CC § 1790.1.

Third, Ms. Bowers' interpretation would improperly deprive the arbitrator of
decision -making authority. Her letter states that where it is clear that "negative equity" has
been rolled into the financing of the new vehicle, the manufacturer is able to determine the
respective amounts of the purchase price and the "negative equity." (Bowers letter, page 2.)
The amount of the purchase price is key to the buyer's recovery in an arbitration proceeding,
and allowing the manufacturer to make this determination would constitute an improper
delegation of decision -making authority under 16 CCR §§ 3398.10 and 3398.11. Section
3398.10(a) states that "The arbitrator shall render a ... decision ...." (Emphasis added.)
Section 3398.11(d) allows the arbitrator to delegate only the ministerial function of
calculating the amount of the mileage offset, but emphasizes that the decision -making
function "... shall be performed by the arbitrator only."

Finally, assuming for the sake of argument that the financed "negative equity" is not
part of the purchase price, the arbitrator would be faced with a host of practical problems.
For example, the arbitrator would have to identify the actual purchase price and the amount
of "negative equity" that was financed, which the dealer often has obfuscated .in the purchase
documents. Once this determination was made, the arbitrator would be required to calculate
the amount of the "negative -equity" already repaid, and the amount still owing. In
calculating this, the arbitrator would have to choose and apply a "legally proper and fair".
method of calculating unearned interest on a loan that is terminated early through no fault of
the borrower. This might be the Rule of 78s, the constant yield method, a pro rata payoff

If manufacturers truly feel that reimbursing buyers for "negative equity" in these situations is unfair, the
solution seems obvious: manufacturers could enter into agreements with their dealers (who are their agents)
requiring that whenever a manufacturer is required to reimburse any "negative equity" under a lemon law
decision, the dealer must reimburse the manufacturer in the same amount..
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method, or some other method of calculating unearned interest. Making these choices and
calculations are well beyond the expertise of the arbitrators whom I have observed.

In light of all of these legal and practical problems, as well as the following legal
analysis, Ms. Bowers' interpretation of "negative equity" is incorrect and should be rejected.

C. 1111, COMMERCIAL CODE AND THE SONG -BEVERLY ACT REQUIRE
THAT "NEGATIVE EQUITY" BE REIMBURSED

The plain language of CC § 1793.2(d)(2)(B) requires that the manufacturer reimburse
thebuyer for the so-called "negative equity" in the buyer's trade-in, when that amount is
financed as part of the purchase of a vehicle that is defective, and when an arbitrator orders
restitution. The phrase "... the manufacturer shall make restitution in an amount equal to the
actual price ... payable by the buyer" is not susceptible to any other interpretation.

Assuming for purposes of argument that the quoted phrase is susceptible to a different
interpretation, the same conclusion is required by the Commeicial Code, CC §
1793.2(d)(2)(B)'s legislative history and the rules of statutory construction.

1. Commercial Code

The Commercial Code's ("Code's") remedies in sales transactions provide the
framework for, and. are incorporated into, the Act's remedy provisions. Therefore, it is
helpful to look to the Code to explain terms used in the Act

In Commercial Code terminology, a buyer whose vehicle meets the lemon law criteria
and who has requested replacement or reimbursement has "revoked acceptance" of the sale.3
Under CC § 1794(b)(2), a buyer in such a situation has the remedies specified in
Commercial Code §§ 2711-2713.

Commercial Code § 2711 describes the buyer's remedies after the buyer has revoked
acceptance of goods for breach of warranty, including damages for "nondelivery." (Clark &
Smith, The Law of Product Warranties, Remedies of the Buyer After Proper Rejection or
Revocation, q 7.04[1].) This remedy is to be "liberally administered to the end that the
aggrieved party be put in as good a position as if the other patty had fully performed."
(Corn. Code § 1106(1); see Corn. Code § 2711, Official Comment 3.)

The buyer's nondelivery damages are based on the buyer's "total legal obligatioia"
under the contract. (Com. Code §§ 2711, 2173(1), 1201(11), 2301.) In order to understand
the buyer's total legal obligation under the contract, the contract terms must be viewed in
their full commercial environment and in the context of the full factual surroundings of the
transaction_ (Hawkland, Uniform Commercial Code Series, General Obligations and
Construction of Contract, Sec. 2-301:01 (Callaghan & Company 1984).) Thus, the buyer's
total legal obligation under the contract would include the buyer's obligation to repay
"negative equity" that was financed as part of the purchase transaction, even if this obligation
is not clear on the face of the contract.

3 In few, if any, situations would a lemon law -required replacement or reimbursement situation not be one
in which the buyer could justifiably revoke acceptance under the Commercial Code.
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Ford's argument that "negative equity" is "not part of the actual vehicle price paid by
the buyer" therefore is irrelevant. Whether or not "negative equity" is part of the actual
price of the vehicle, it is part of the buyer's total contractual obligation.

Turning to the Act, its provisions, even more specifically than the Code, are to. be
construed to protect consumers (see Rules of Statutory Construction., below).

Applying the foregoing Code principles to the Act illirninatn the meaning of the
phrase "actual price paid or payable by the buyer' in CC. § 1793.2(d)(2)(B). Where the
Code uses the buyer's broadly defined "total legal obligation" iintiPr the contract as the basis
for determining. the buyer's damages, the Act uses "the actual price paid or payable by the
buyer" as the basis for determining the amount of restitution to which the buyer is entitled.
Just as the buyer's "total legal obligation" would include any "negative equity" financed as
part of the new vehicle purchase if the buyer were revoking acceptance, so does, the "actual
price ... payable by the buYer" include any "negative equity" financed as part of the new
purchase when the buyer is entitled to restitution under the lemon law.

To conclude otherwise ignores the Act's underpinnings in the Code, defeats the Act's
purpose of protecting consumers, and destroys the symmetry between the two sets of remedy
provisions.

2. Legislative History

Civil Code § 1793.2(d)(2)(B) originated as part of AB 3611 (Tanner) in 1986.
Assemblywoman Tanner, the author of the original "lemon law," sought to remedy problems
with the lemon law as enacted, including dispute resolution programs' failing to award
adequate reimbursement in refund decisions. (Assembly Third Reading Analysis, AB 3611
as amended May 19, 1986.)

In the section that ultimately became CC § 1793.2(d)(2)(B), the bill provided:

"Mhe manufacturer shall make 'restitution in an amount equal to the full
contract price paid or payable by the buyer, including [other charges and
fees]."

The Senate Judiciary Committee's analysis of tbic section stated that "The purpose of this bill
is to provide for greater fairness both in automobile arbitration and in resulting restitution to.
the consumer." (Senate Committee on Judiciary Analysis, AB 3611 as amended May 19,
1996.) The Department of Consumer Affairs supported the- bill beCause it would "requirep
that the buyer be made 'whole' where he/she elects reimbursement or replacement" (Letter to
Hon. Sally Tanner, June 26, 1986), and because one of the problems addressed by the 'bill
was that buyers often were not made "whole" under the then -current law (Department of
Consumer Affairs, Bill Analysis, AB 2057 as amended June 11, 1987).

On August 11, 1986, the section that ultimately became CC § 1793.2(d)(2)(B) was
amended to read as it does today, including replacing the phrase "full contract" with the
word "actual." No obtainable legislative analysis comments on this amendment. However,
the clear effect of the amendment is to implement the Code's policy, described above, that
the buyer's "total legal obligation" under the contract can transcend the description of the
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transaction in the contract.'

3. Rules of Statutory Construction

Ms. Bowers. argues for Ford's interpretation of CC § 1793.2(d)(2)(b) by ignoring the
phrase "or payable by the buyer."

A basic rule of statutory construction requires that the plain meaning of a statute be
given effect unless a compelling reason exists notIto do so:

"[I]f statutory language is 'cleat and unambiguous there is no need for
construction and courts should not indulge in it.' [Citation.]. Unless defendants
can demonstrate that the natural and customary import of the statute's language
is either 'reptvant to the general purview of the act,' or for some other
compelling reason, should be disregarded, this court must give effect to the
statute's 'plain meaning." (Tiernan v. Trustees of California State
Universities (19.82) 33 Ca1.3d 211, 218-219 [188 Cal.Rptr. 115, 120].)

Here, the language at issue is clear and unambiguous, and Ford cannot establish that
the language is repugnnrtt to the Act's purview or that there is a compelling reason to
disregard it.

The Act is a: remedial measure that is intended for the protection of the consumer,
and is to be construed to bring its benefits into action. (Xwan v. Mercedes-Benz (1994) 28
Cal.Rptr.2d 371, 377.) "Remedial statutes are construed to proMote their purposes and
protect persons within their purview. Relief will be granted unless clearly forbidden by
statute." (Booth v. Robinson (1983) 195 Cal.Rptr. 130, 135.)

Interpreting the phrase "payable by the buyer" to exclude "negative equity" from the
amount payable by the buyer under the contract would violate these rules because: (a) the
buyer would not be made whole and the arbitration proceeding and resulting restimtion.
would not be fair (see discussion of Legislative History, above); (b) the buyer, whom the Act
is designed to protect, would be permli7ed rather than protected (see next paragraph); and,
(c) interpreting the phrase to include "negative equity" is not forbidden by the statute.

In fact, as explained on page 4, excluding any "negative equity" from the amount
payable by the buyer under the contract would effectively penalize the buyer for the
manufacturer's inability to conform the vehicle to its express warranties.

On the other .hand, interpreting the phrase broadly to include all amounts payable by
the buyer under the contract (other than those amounts explicitly excluded) furthers the Act's
purpose of protecting the consumer. This interpretation also is consistent with the Kwan and
Booth courts' instructions and the preceding legal analysis.

AB 361] ultimately dial in the Senate Appropriations Committee for reasons unrelated to its substance.
Prcient CC § 1793.2(d)(2)(B) was enacted by AB 2057 (Tanner) in 1987 (Slats. 1987, ch. 1280). Probably
because the language of § 1793.2(d)(2)(B) was finalized in AB 3611, the analyses of AB 2057 contain mere rote
recitations of the section's contents, and do not reveal useful analysis or legislative intent.
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D. DEALERS' PRESENT PRACTICE OF FINANCING "NEGATIVE EQUITY"
MAY BE UNLAWFUL AND' MAY NOT CREATE AN ENFORCEABLE
OBLIGATION

When a dealer finances a buyer's so-called "negative equity" (or "rolls"' it into' the
amount financed), the dealer typically adds the amount of "negative equity" to the purchase
price, or inflates the stated value of the trade-in to show that its net value equals the
"negative equity." In either Case, the "negative equity" is financed as part of the purchase
transaction, and the buyer pays the additional amount financed as part of the regular monthly
loan payment.

The following demonstrates that these dealer practices probably violate the California
Automobile Sales Finance (Rees -Levering) Act (CC §§ 2981-2984.4) ("RL Act") and the
California Finance Lenders Law (Finntrial Code 22000-22780) ("CFL Law").

1. Irmancinif "Nezatlye Equity" Probably Vitiates the Rees -Levering Act

a. Background

The Rees -Levering Act "... regulates the sale and financing of automobiles" and also
applies "... if the transaction is a subterfuge to avoid the Act." (Hernandez v. Atlantic
Finance Co. (1980) 164 Cal.Rptr. 279, 281, 288-289.) The purpose of the RL Act is to
"protect purchasers of motor vehicles against excessive charges by requiring full disclosure
of all items of costs, and its provisions are mandatory." (Story v. Gateway Chevrolet Co.
(1965) 47 Cal.Rptr. 267, 270.)

The following RL Act provisions are the most pertinent here: those requiring
disclosure of the terms of the sale, those regulating "side loans," those prohibiting
acceleration of debt absent the buyer's default, and those on the buyer's remedies.

The conditional sale contract is at the heart of installment sales covered by the RL
Act, and its contents are dictated by the CC § 2982. Required contract disclosures include
the cash price, the value of the buyer's trade-in, and the amount financed.

The "cash price" is the amount for which the seller would sell the vehicle for cash at
the time and place of the sale. (CC § 2981(e).) The total of the cash price, document
preparation fees, smog certification fees, service contract charges and taxes must be disclosed
in the contract as the "total cash price." (CC § 2982(a)(1):)

The net agreed value of the buyer's trade-in and any remaining amount of the
downpayment to be paid by the buyer also must be disclosed in the contract. (CC §
2982(a)(6).)

The difference between: the total cash price (plus other amounts not relevant here),
minus the total amount of the buyer's downpayment, must be disclosed in the contract as the
"amount financed." (CC § 2982(a)(8).) This is the amount that the buyer must repay, along
with interest, over the life of the contract.
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b. Violations .

The amounts described immediately above are the key Rees -Levering contract
disclosures becabse they establish the terms of the buyer's obligation. Notably, these
disclosures do not accommodate "negative equity" that is "rolled" into the amount financed.

The seller cannot properly add the amount of "negative equity" to the cash price
because then the amount disclosed does not meet the RL Act's definition of "cash price."
The seller cannot properly inflate the value of the buyer's trade-in because then the
disclosure of the trade-in's net agreed value is insrcurate. Inaccurate disclosure of the trade-
in's net agreed value, in turn, makes the disclosure of the amount financed inaccurate. This
violates both CC § 2982(a) and the Truth in Lending :Act (15 USC. §§ 1632(a), 1638(a),(b);
12.CFR §§ 226.17(a),(b).)

The RI. Act does recognize that sometimes the buyer may need assistance in making
the downpayment or a payment toward the purchase price. CC § 2982.5 provides the means
for the seller to disclose and to assist the buyer in obtaining such loans (called "side loans").
Under § 2982.5, the seller can' assist the buyer to obtain a loan from a third party for all or
pan of the downpayment, or for part of the purchase price, as long as the amount and terms
of the side loan are separately disclosed. (CC §§ 2982.5(b),(d).)

By "rolling" the "negative equity" into the amount financed, the seller actually is
assisting the buyer to obtain a side loan to pay part of the downpayment or the purchase
price. Therefore, the terms of such a loan properly should be disclosed separately as
required by CC §§ 2982.5(b),(d). Failure to do so violates these sections.

Violating CC § 2982(a)'s disclosure provisions is very significant in terms of the RL
Act's remedies. In the worst case for the seller, violation of § 2982(a)'s disclosure
requirements renderi the contract unenforceable and the buyer can recover the total amount
paid, including the agreed cash value of the trade-in. (CC §§ 2983, 2983.1.) The buyer can
either keep the vehicle or rescind the contract. (CC § 2983.1.) In the more likely case, the
contract remains enforceable, but the buyer is excused from paying the unpaid finanrp.
charge. (CC § 2983.1.)

Two other RL Act provision's deserve mention. CC §2983.3(a) prohibits acceleration
of any amount due under the contract absent the buyer's default. CC § 2982(/) allows the
buyer to repay the entire indebtedness evidenced by the contract at any time without penalty.
Arguably, requiring the buyer to pay the amount of "negative equity" financed in order to
accept a reimbursement decision would violate one or both of these prohibitions. A violation
of § 2982(0 entitles the buyer to recover three times the amount of finance charge paid. (CC
§ 2983.1.)

2. Financing "Ntgative Equity" Probably. Violates the California Finance
Lenders Law

a. BackgroUnd

The Rees -Levering discussion suggests that dealers who roll "negative equity" into thee
amount financed are violating that Act. In California's scheme for regulating consumer
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credit transactions, the only other mechanism that dealers might use .to finance "negative
equity" is to make loans under the CPL Law. Since dealers are rarely licensed as .finance
lenders, such loans would be unlawful and probably would be uncollectible. A cursory
review of relevant CFL Law provisions follows.

Under the CFL Law, a consumer loan is a loan that the borrower intends to use for
personal, family or household purposes, or a loan of less than $5,000 for any purpose. (FC
§§ 22203, 22204.) "Finance lenders" make consumer loans (FC § 22009), and must be
licensed by the Department of Corporations before doing so (FC § 22100). Finance lenders
can make motor vehicle loans.' (See.FC §§ 22328, 22329.)

b. Violations

A loan by a dealer to a buyer to finance the buyer's "negative equity" raises several
legal issues. First, the dealer most likely is not licensed as a finance lender, and thus is
violating the CFL Law. (FC § 22100.) Second, because separate disclosures are not made
for the "negative equity" loan, the Truth in Lending Act's disclosure requirements are
violated. (15 USC §§ 1638(a),(b); 12 CFR §§ 226.17(a),(b).) Third, if the interest rate is
more than 10 percent, the loan is usurious because an unlicensed finanre lender cannot
quality for the CFL.Law's'usury exemption. (See FC §§ 22100, 22002.) Fourth, requiring
the buyer to repay the "nezative equity" in order to accept the arbitrator's reimbursement
decision is effectively the same as accelerating the maturity of the loan in the absence of the
buyer's default. This is prohibited by FC § 22329(b). Finally, making a loan subject to the
CFL Law without being licensed would constitute a wilful violation of the CFL Law. Wilful
violation of the CFL Law in the making or collecting of a loan renders the loan contract
void, and the lender cannot recover the principal or any other charges. (FC § 22750; see FC
§§ 22752, 22753 (other sanctions for violating the CFL Law).)

3. Professor Brown's Deck fivpotherical is Inannosite

Ford's letter included a memorandum in support of its position from Professor Jim
Brown of the University of Wisconsin (Milwaukee), a consultant to Ford's Dispute
Settlement Board ("DSB"). Professor Brown poses a hypothetical where the buyer purchases
a $20,000 vehicle and borrows an additional $10,000 in connection with the financing of the
vehicle to add a deck to the buyer's house. In this hypo, the DSB then orders that the.
vehicle be repurchased, and bases its restitution award on the $30,000 borrowed (less an
offset for mileage). Essentially, Professor Brown concludes that the buyer would be unjustly
enriched by such an award.

This set of facts could not arise under a proper application of California law. As
explained above, the Rees -Levering Act "... regulates the sale and financing of automobiles"
(Hernandez v. Atlantic Finance Co., supra; emphasis added), and thus any such loan would
be unlawful under the RL Act. California's Unruh Act provides for the financing of home
improvements through retail installment contracts (CC §§ 1802.2, 1802.6), but requires
complete disclosure of the terms of the loan (CC §§ 1803.1-1803.3). The Unruh Act
disclosures and Contract are distinct from those required by the RL Act. (CC §§ 1803.1-
1803.3.) Thus, the terms of the deck loan, if made in compliance with the Unruh Act,.
would be separately disclosed and documented.
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In the unlikely event that the dealer were to roll the amount of the buyer's deck into
the financing of the vehicle, the transaction would face the problems outlined in the above
discussion of the CFL Law.

Finally; it is possible for the buyer to obtain a loan from a third -party source (e.g., an
equity line, a finance lender, or a financial institution), and to pay the vehicle's full purchase
price at the time of delivery. In such a case, the dealer would prepare a "one -pay" contract
that would document the purchase price of the vehicle. If the vehicle proved to be defective,
the arbitrator could use the purchaseprice recorded on the contract to determine the
restitution amount. It is highly improbable that the memorialized purchase price in this
situation would include any other amount (e.g., "negative equity" or funds borrowed to build
a deck). For example, why would a buyer use an equity line to make a lump sum payment
for a new vehicle plus the "negative equity" from another vehicle, instead of simply paying
off the other vehicle with the equity line funds?

In sum, Professor Brown's hypothetical is not realistic under California law. To the
-extent that his analysis applies to "negative equity" that was finaured as part of the purchase
price, other parts of this memorandum establish that including the "negative equity" as part
of the "price ... payable by the buyer" is the correct inrerpreiation of California law.

M. CONCLUSION

Ford argues that financed "negative equity" should not be reimbursed in a restitution
decision because it is not part of the defective vehicle's purchase price. For all of the
reasons stated herein, this conclusion is incorrect and should be rejected.

To the contrary, the foregoing legal analysis establishesthat nnrin the California
Commercial Code and the Song -Beverly Act, any fmanced "negative equity" is part of the
"actual price ... payable by the buyer," and that restitution should be based on that total
amount.

Fairness dictates the same conclusion because: the amount of "negative equity"
financed may not correspond to the true difference between the trade-in's fair market value
and the amount owing on the loan; the buyer may not be able to accept restitution if lie or
she must pay the "negative equity" out of pocket; and, it is the manufacturer's inability to
conform the vehicle to its warranties that has prevented the buyer from paying off the.
amount of negative equity over the expected life of the loan.

I hope that this memorandum is helpful. Please let me 'mow if you would like to
discuss any aspect of my analysis.

cc: Richard Elbrecht
Bob Miller
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