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22831985-86 Regular Session

A.B. No. 3610—Rogers.
An act to add Section 6380 to the Revenue and Taxation Code, relating to 

taxation, to take effect immediately, tax levy.
1986

Feb. 20—Read first time. To print.
Feb. 23—From printer. May be heard in committee March 25. 
Mar. 4—Referred to Com. on REV. it TAX.
Mar. 31—In committee: Hearing postponed bv committee. 
April 28—In committee: Set, first nearing. Failed passage.
Nov. 30—From committee without further action.

A.B. No. 3611—Tanner, Clute, Hauser, Molina, and Moore (Senators 
Dills, Leroy Greene, McCorquodale, Torres, and Watson, 
coauthors).

An act to add Article 9.5 (commencing with Section 9889.22) to Chapter 20.3 
of Division 3 of the Business and Professions Code, to amend Section 1793.2 
of, to add Section 1793.25 to, and to add Chapter 2.1 (commencing with 
Section 1796.6) to Title 1.7 of Part 4 of Division 3 of, the Civil Code, to amend 
Section 7102 of the Revenue and Taxation Code, and to amend Sections 3050 
and 11723 of the Vehicle Code, relating to vehicles, and making an 
appropriation therefor.
1986

Feb. 20—Read first time. To print.
Feb. 24—From printer. May oe heard in committee March 26.
Mar. 4—Referred to Com. on CON. PRO.
April 14—From committee: Amend, and do pass as amended, and re-refer to 

Com. on W. flc M. (Ayes 5. Noes 0.) (April 3).
April 15—Read second time and amended.
April 17—Re-referred to Com. on W. 8c M. (Corrected May 12. )
May 19—From committee chairman, with author's amendments: Amend, and 

re-refer to Com. on W. & M. Read second time and amended, 
tfay 20—Re-referred to Com. on W. 8c M. 
day 29—From committee: Do pass. (Ayes 20. Noes 1.) (May 28). 
une 2—Read second time. To third reading, 
une 4—Read third time, passed, and to Senate. (Ayes 66. Noes 5. Page 7579.) 
une 4—In Senate. Read nrst time. To Com. on RLS. for assignment. _ 
une 25—Referred to Com. on JUD.
uly 8—From committee: Amend, do pass as amended, and re-refer to Com.

on APPR. (Ayes 9. Noes 0.).
July 9—Read second time, amended, and re-referred to Com. on APPR.
Aug. 11—From committee chairman, with author's amendments: Amend, and 

re-refer to committee. Read second time, amended, and re-referred 
to Com. on APPR.

Aug. 13—Referred to APPR. suspense file.
Aug. 15—From committee chairman, with author's amendments: Amend, and 

re-refer to committee. Read second time, amended, and re-referred 
to Com. on APPR.

Aug. 19—Joint Rule 61 suspended.
Aug. 21—In committee: Set, first hearing. Failed passage.
Nov. 30—From Senate committee without further action.

!
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CALIFORNIA LEGISLATURE-1985-86 REGULAR SESSION 

I, 

ASSEMBLY BILL No. 3611 

Introduced by Assembly Member Tanner 

February 20, 1986 

An act to amend Section 1793.2 of the Civil Code, to add 
Sections 6902.2 and 10902 to the Revenue and Taxation Code, 
and to amend Section 3050 of, and to add Sections 3050.7, 
3050.8, 3050.9, and 42234.5 to, the Vehicle Code, relating to 
vehicles. 

LEGISLATIVE COUNSEL'S DIGEST 

AB 3611, as introduced, Tanner. Vehicle warranties. 
Under existing law, a manufacturer who is unable to service 

or repair goods, including motor vehicles, to conform to 
applicable express warranties after a reasonable number of 
attempts must either replace the vehicle or reimburse the 
buyer, as specified. 
This bill would expressly provide the option of 

replacement, as described in the bill, or reimbursement, as 
described in the bill, is in the buyer. The bill would also 
require the New Motor Vehicle Board to certify arbitration 
processes and to provide arbitration itself. The bill would 
authorize the board to establish filing fees for cases when the 
board itself arbitrates disputes and authorizes the board to 
order a party to pay the other party's filing fees under 
specified circumstances. 
The bill also requires the department to make a 

reimbursement of prorated registration and license fees for 
vehicles for which a manufacturer provides to the buyer a 
replacement or reimbursement, as specified, and thereby 
makes an appropriation of amounts necessary to pay those 
Claims. 
Vote majority. Appropriation: yes. Fiscal committee: yes. 

9950 
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AB 3611 —2— 

State-mandated local program: no. 

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

1 SECTION I. Section 1793.2 of the Civil Code is 
2 amended to read: 
3 1793.2. (a) Every manufacturer of consumer goods 
4 sold in this state and for which the manufacturer has 
5 made an express warranty shall: 
6 ( 1) Maintain in this state sufficient service and repair 
7 facilities reasonably close to all areas where its consumer 
8 goods are sold to carry out the terms of such warranties 
9 or designate and authorize in this state as service and 
10 repair facilities independent repair or service facilities 
11 reasonably close to all areas where its consumer goods are 
12 sold to carry out the terms of such warranties. 
13 As a means of complying with paragraph ( 1) of this 
14 subdivision, a manufacturer shall be permitted to enter 
15 into warranty service contracts with independent service 
16 and repair facilities. The warranty service contracts may 
17 provide for a fixed schedule of rates to be charged for 
18 warranty service or warranty repair work, however, the 
19 rates fixed by such contracts shall be in conformity with 
20 the requirements of subdivision (c) of Section 1793.3. The 
21 rates established pursuant to subdivision (c) of Section 
22 1793.3, between the manufacturer and the independent 
23 service and repair facility, shall not preclude a good-faith 
24 discount which is reasonably related to reduced credit 
25 and general overhead cost factors arising from the 
26 manufacturer's payment of warranty charges direct to 
27 the independent service and repair facility. The warranty 
28 service contracts authorized by this paragraph shall not 
29 be executed to cover a period of time in excess of one 
30 year. 
31 (2) In the event of a failure to comply with paragraph 
32 ( 1) of this subdivision, be subject to the provisions of 
33 Section 1793.5. 
34 (b) Where such service and repair facilities are 
35 maintained in this state and service or repair of the goods 
36 is necessary because they do not conform with the 

99 70 
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-3— AB 3611 

1 applicable express warranties, service and repair shall be 
2 commenced within a reasonable time by the 
3 manufacturer or its representative in this state. Unless 
4 the buyer agrees in writing to the contrary, the goods 
5 must be serviced or repaired so as to conform to the 

, 6 applicable warranties within 30 days. Delay caused by 
7 conditions beyond the control of the manufacturer or his 
8 representatives shall serve to extend this 30-day 
9 requirement. Where such delay arises, conforming goods 
10 shall be tendered as soon as possible following 
11 termination of the condition giving rise to the delay. 
12 (c) It shall be the duty of the buyer to deliver 
13 nonconforming goods to the manufacturer's service and 
14 repair facility within this state, unless, due to reasons of 
15 size and weight, or method of attachment, or method of 
16 1rLStallation, or nature of the nonconformity, such 
17 delivery cannot reasonably be accomplished. Should the 
18 buyer be unable to effect return of nonconforming goods 
19 far any of the above reasons, he shall notify the 

• 20 manufacturer or its nearest service and repair facility 
21 within the state. Written notice of nonconformity to the 
22 manufacturer or its service and repair facility shall 
23 COflStibjte return of the goods for purposes of this section. 
24 Upon receipt of such notice of nonconformity the 
25 manufacturer shall, at its option, service or repair the 
26 goods at the buyer's residence, or pick up the goods for 
27 service and repair, or arrange for transporting the goods 
28 to its service and repair facility. All reasonable costs of 
29 transporting the goods when, pursuant to the above, a 
30 buyer is unable to effect return shall be at the 
31 manufacturer's expense. The reasonable costs of 
32 transporting nonconforming goods after delivery to the 

' 33 service and repair facility until return of the goods to the 
34 buyer shall be at the manufacturer's expense. 
35 (d) Should (1) Except as provided in paragraph (2), 
36 should the manufacturer or its representative in this state 
37 be unable to service or repair the goods to conform to the 
38 aplicable express warranties after a reasonable number 
39 of attempts, the manufacturer shall either replace the 

1 40 goods or reimburse the buyer in an amount equal to the 
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AB 3611 —4-

1 purchase price paid by the buyer, less that amount 
2 directly attributable to use by the buyer prior to the 
3 discovery of the nonconformity. 
4 (2) If the manufacturer or its representative in this 
5 state is unable to service or repair a new motor vehicle, 
6 as that term is defined in subparagraph (B) ofpam graph 
7 (4) of subdivision (e), to conform to the applicable 
8 express warranties after a reasonable number of 
9 attempts, the manufacturer shall, at the option of the 
10 buyer, either promptly replace the new motor vehicle in 
11 accordance with subparagraph (A) or promptly make 
12 restitution to the buyer in accordance with subparagraph 
13 (B). 
14 (A) When the buyer exercises the option of 
15 replacement, the manufacturer shall replace the buyer's 
16 vehicle with a new motor vehicle substantially identical 
17 to the vehicle replaced. The manufacturer shall bear the 
18 burden of any increase in the price of the replacement 
19 over the price of the vehicle replaced. The replacement 
20 vehicle shall be accompanied by all express and implied 
21 warranties that normally accompany new motor vehicles 
22 of that specific kind. The manufacturer also shall pay for, 
23 or to, the buyer the amount of any sales tax, license fees, 
24 registration fees, and other official fees which the buyer 
25 is obligated to pay in connection with the replacement. 
26 (B) When the buyer exercises the option of 
27 restitution, the manufacturer shall make restitution in an 
28 amount equal to the full contract price paid or payable by 
29 the buyer, including any charges for transportation and 
30 installed cptions, and any collateral charges such as sales 
31 tax, license fees, registration fees, and other official fees. 
32 The amount to be paid by the manufacturer to the buyer 
33 under this subparagraph shall be reduced by that amount 
34 directly attributable to use by the buyer prior to the 
3.5 discovery of the nonconformity. 
36 (C) Nothing in this paragraph shall in any way limit 
37 the rights or remedies available to the buyer under any 
38 other law. 
39 (e) ( 1) It shall be presumed that a reasonable number 
40 of attempts have been made to conform a new motor 
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'1 

1 

1 vehicle to the applicable express warranties if, within one 
2 year from delivery to the buyer or 12,000 miles, 
3 whichever occurs first, either (A) the same 
4 nonconformity has been subject to repair four or more 
5 times by the manufacturer or its agents and the buyer has 
6 at least once directly notified the manufacturer of the 
7 need for the repair of the nonconformity, or (B) the 
8 vehicle is out of service by reason of repair of 
9 nonconformities by the manufacturer or its agents for a 
10 cumulative total of more than 30 calendar days since 
11 delivery of the vehicle to the buyer. The 30-day limit shall 
12 be extended only if repairs cannot be performed due to 
13 conditions beyond the control of the manufacturer or its 
14 agents. The buyer shall be required to directly notify the 
15 manufacturer pursuant to subparagraph (A) only if the 
16 manufacer has clearly and conspicuously disclosed to 
17 the buyer, with the warranty or the owner's manual, the 
18 provisions of this subdivision and that of subdivision (d), 
19 including the requirement that the buyer must notify the 
20 manufacturer directly pursuant to subparagraph (A). 
21 This presumption shall be a rebuttable presumption 
22 affecting the burden of proof in any action to enforce the 
23 buyer's rights under subdivision (d) and shall not be 
24 Construed to limit those rights. 
25 (2) If a qualified third party dispute resolution process 
26 exists, and the buyer receives timely notification in 
27 wrthng of the availability of a third party process with a 
28 description of its operation and effect, the presumption 
29 iii paragraph ( 1) may not be asserted by the buyer until 
30 after the buyer has initially resorted to the third party 
31 process as required in paragraph (3). Notification of the 
32 availability of the third party process is not timely if the 
33 buyer suffers any prejudice resulting from any delay in 
34 giving the notification. If a qualified third party dispute 

resolution process does not exist, or if the buyer is 
36 disSatisfied with the third party decision, or if the 
37 manufacturer or its agent neglects to promptly fuffill the 
38 terns of such third party decision, the buyer may assert 
39 the presumption provided in paragraph ( 1) in an action 
40 to enforce the buyer's rights under subdivision (d). The 
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1 findings and decision of the third party shall be 
2 admissible in evidence in the action without Further 
3 foundation. Any period of limitation of actions under any 
4 federal or California laws with respect to any person shall 
5 be extended for a period equal to the number of days 
6 between the date a complaint is filed with a third party 
7 dispute resolution process and the date of its decision or 
8 the date before which the manufacturer or its agent is 
9 required by the decision to fulfill its terms, whichever 
10 occurs later. 
11 (3) A qualified third party dispute resolution process 
12 shall be one that complies with the Federal Trade 
13 Commission's minimum requirements for informal 
14 dispute settlement procedures as set forth in the 
15 Commission's / regulations at 16 Code of Federal 
16 Regulations Part 703; that renders decisions which are 
17 binding on the manufacturer if the buyer elects to accept 
18 the decision; that prescribes a reasonable time, not to 
19 exceed 30 days, within which the manufacturer or its 
20 agents must fulfill the terms of those decisions; and that 
21 coch year pro-Ades to the Department eMe4e Vehicicci 
22 a report of i4e annual audit required by the emmi3oioii 
23 regulation Oft informal dispute resolution pr0c0dur03 has 
24 been certified by the New Motor Vehicle Board pursuant 
25 to subdivision (I) of Section 3050 of the Vehicle Code. 
26 (4) For the purposes of subdivision (d) and this 
27 subdivision the following terms have the following 
28 meanings: 
29 (A) "Nonconformity" means a nonconformity which 
30 substantially impairs the use, value, or safety of the new 
31 motor vehicle. 
32 (B) "New motor vehicle" means a new motor vehicle 
33 which is used or bought for use primarily for personal, 
34 family, or household purposes ; ht# doe* net mcludc 
35 metorcycic3, motorhomc3, Of off/road vehicle . "New 
36 motor vehicle" includes a dealer-owned vehicle and a 
37 "demonstrator" or other motor vehicle sold with a 
38 manufacturer's new car warranty, but does not include a 
39 motorcycle, motorhome, motor vehicle which is not 
40 registered under the Vehicle Code because it is to be 

'I 
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1 operated or used exclusively off the highways, or any 
2 vehicle purchased solely for commercial or industrial use. 
3 SEC. 2. Section 6902.2 is added to the Revenue ani 
4 Taxation Code, to read: 
5 6902.2. Upon receipt of proof to its satisfaction that 
6 sales tax has been paid to he state on the sale of a new 
7 motor vehicle, and that the new motor vehicle has been 
8 replaced by the manufacturer or that the manufacturer 
9 has made restitution to the buyer, as provided by 
10 paragraph (2) of subdivision (d) of Section 1793.2 of the 
11 Civil Code, the board shall refund the sales tax to the 
12 vehicle manufacturer. The board may adopt rules and 
13 regulations that it deems necessary or appropriate to 
14 carry out, facilitate compliance with, or prevent 
15 circumvention or evasion of, this section. 
16 SEC. 3. Section 10902 is added to the Revenue and 
17 Taxation Code, to read: 
18 10902. If a- manufacturer of a new motor vehicle 
19 replaces the vehicle or makes restitution to the buyer, as 
20 provided by paragraph (2) of subdivision (d) of Section 
21 1793.2 of the Civil Code, prior to the expiration of the 
22 registration year for which the license fee has been paid. 
23 The department shall refund that part of the fee which 
24 bears the same proportion to the total license fee paid as 
25 that part of the registration year beginning on the date 
26 the vehicle is transferred to the manufacturer and ending 
27 on the date the registration year expires bears to the total 
28 registration year of the vehicle. The department may 
29 adopt rules and regulations it deems necessary to carry 
30 out this section. 
31 SEC. 4. Section 3050 of the Vehicle Code is amended 
32 to read: 
33 3050. The board shall do all of the following: 
34 (a) Adopt rules and regulations in accordance with 
35 Chapter 3.5 (commencing with Section 11340) of Part 1 
36 of Division 3 of Title 2 of the Government Code 
37 governing such matters as are specifically committed to 
38 its jurisdiction. 
39 (b) Hear and consider, within the limitations and in 
40 accordance with the procedure provided, an appeal 
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AB 3611 —8-

1 presented by an applicant for, or holder of, a license as a 
2 new motor vehicle dealer, manufacturer, manufacturer 
3 branch, distributor, distributor branch, or representative 
4 when the applicant or licensee submits an appeal 
5 provided for in this chapter from a decision arising out of 
6 the department. 
7 (c) Consider any matter concerning the activities or 
8 practices of any person applying for or holding a license 
9 as a new motor vehicle dealer, manufacturer, 
10 manufacturer branch, distributor, distributor branch, or 
11 representative pursuant to Chapter 4 (commencing with 
12 Section 11700) of Division 5 submitted by any person. A 
13 member of the board who is a new motor vehicle dealer 
14 may not participate in, hear, comment, advise other 
15 members upon, or decide any matter considered by the 
16 board pursuant to this subdivision that involves a dispute 
17 between a franchisee and franchisor. After such 
18 consideration, the board may do - any one or any 
19 combination of the following: 
20 ( 1) Direct the department to conduct investigation of 
21 matters that the board deems reasonable, and make a 
22 written report on the results of the investigation to the 
23 board within the time specified by the board. 
24 (2) Undertake to arbitrate amicably or resolve any 
25 honest difference of opinion or viewpoint existing 
26 between any member of the public and any new motor 
27 vehicle dealer, manufacturer, manufacturer branch, 
28 distributor branch, or representative. 
29 (3) Order the department to exercise any and all 
30 authority or power that the department may have with 
31 respect to the issuance, renewal, refusal to renew, 
32 suspension, or revocation of the license of any new motor 
33 vehicle dealer, manufacturer, manufacturer branch, 
34 distributor, distributor branch, or representative as such 
35 license is required under Chapter 4 (commencing with 
36 Section 11700) of Division 5. 
37 (d) Hear and consider, within the limitations and in 
38 accordance with the procedure provided, a protest 
39 presented by a franchisee pursuant to Section 3060, 3062, 
40 3064, or 3065. A member of the board who is a new motor 
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I 

1 vehicle dealer may not participate in, hear, comment, 
2 advise other members upon, or decide, any matter 
3 involving a protest filed pursuant to Article 4 
4 (commencing with Section 3060). 
5 (e) Arbitrate disputes which arise between any buyer 
6 of a new motor vehicle and the new motor vehicle 
7 manufacturer, manufacturer branch, distributor, or 
8 distibu tor branch from which the new motor vehicle was 
9 initially acquired, where the basis of the dispute concerns 
10 rights afforded the buyer under the Song-Beverly 
11 Consumer Warranty Act (Chapter 1 (commencing with 
12 Section 179) of Title L7of the Civil Code). This section 
13 shall not be interpreted in a manner that deprives the 
14 buyer of a new motor vehicle of any other remedy 
15 available under any other provision of law, except that a 
16 buyer of a new motor vehicle who elects to arbitrate a 
17 dispute under this chapter shall not be entitled to a 
18 second arbitration in a qualified third-party dispute 
19 resolution process as that term is used in subdivision (e) 
20 of Section 1793.2 of the Civil Code. 
21 (f) Certify that each third-party dispute resolution 
22 process used for the arbitration of disputes pursuant to 
23 paragraph (2) of subdivision (e) of Section 1793.2 of the 
24 Civil Code is a qualified third-party dispute resolution 
25 process as provided in paragraph (3) ofsubdivision (e) of 
26 Section 1793.2 of the Civil COde. Each third-party dispute 
27 resolution process that applies for certification shall 
28 provide to the board any and all information that the 
29 board determines is necessary for certification. 
30 Certification of any particular third-party dispute 
31 resolution process is a condition precedent to the 
32 application ofparagraph (2) of subdivision (e) of Section 
33 1793.2 of the Civil Code with respect to that process. The 
34 board may suspend or revoke the certification of any such 
35 process upon a determination that the process does not 
36 comply with all the requirements of paragraph (3) of 
37 subdivision (e) of Section 1793.2 of the Civil COde. 
38 SEC. 5. Section 3050.8 is added to the Vehicle Code, 
39 to read: 
40 3050.8. (a) Any buyer of a new motor vehicle may 
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AB 3611 —10-

1 request the board to formally arbitrate a dispute pursuant 
2 to subdivision (e) of Section 3050 by filing a written 
3 application with the board and paying the fee establishe.i 
4 under Section 3050.9. The board shall not grant the 
5 request for arbitration unless the board has first done 
6 both of the following: 
7 (1) Attempted to resolve the dispute by informal 
8 mediation as provided in paragraph (2) of subdivision (c) 
9 of Section 3050. 
10 (2) After informal mediation, classisfied the buyer's 
11 position in unresolved disputes as meritorious, not 
12 meritorious, or the merit or lack of merit of the buyer's 
13 position is unable to be determined. 
14 (b) The board shall not grant a request for arbitration 
15 pursuant to subdivision (e) of Section 3050 in any case 
16 where the buyer has previously used a qualified 
17 third-party dispute resolution process provided by the 
18 manufacturer,, manufacturer branch, distributor, or 
19 distributor branch pursuant to paragraph (2) of 
20 subdivision (e) of Section 1793.2 of the Civil Code unless 
21 the board determines that the third-party resolution 
22 process used by the consumer failed to comply with the 
23 procedures necessary for certification with respect to 
24 that buyer's arbitiration. 
25 (c) The arbitration procedures established by the 
26 board pursuant to subdivision (e) of Section 3050 shall 
27 comply with all of the requirements of paragraph (3) of 
28 subdivision (e) of Section 1793.2 of the Civil Code. 
29 SEC. 6. Section 3050.9 is added to the Vehicle Code, 
30 to read: 
31 3050.9. (a) The board shall establish a schedule of 
32 fees to be charged to fund fully the costs associated with 
33 the arbitration of disputes conducted pursuant to 
34 subdivision (e) of Section 3050. The schedule of fees shall 
35 include a fixed annual fee, the amount of which shall be 
36 determined by the board, which shall be charged each 
37 manufacturer, manufacturer branch, distributor, and 
38 distributor branch subject to this chapter. 
39 (b) If, subsequent to an arbitration, the board 
40 determines that the manufacturer or distributor has been 

99A 

749



- 11— AB 3611 

r 1 unreasonable with respect to a consumer's claim brought 
tt 2 pursuant to subdivision (e) of Section 3050, the board 

3 may require the manufacturer or distributor t 
4 reimburse the consumer for any fees paid to the board as 

:r 5 a result of filing the request for arbitration. If, subsequent 
6 to the arbitration of a dispute, the board determines that 

i 7 the consumer's position was wholly without merit and 
8 brought in bad faith, the consumer may be required to 
9 reimburse the manufacturer for any fees paid to the 

r 10 board as a result of the filing of the request for arbitration. 
: 11 SEC. 7. Section 42234.5 is added to the Vehicle Code, 
r 12 to read: 

13 422345 If a manufacturer of a new motor vehicle 
T. 14 replaces the vehicle or who makes restitution to the 

15 buyer, as provided by paragraph (2) of subdivision (d) of 
16 Section 1793.2 of the Civil Code, prior to the expiration 
17 of the registration year for which the license has been 
18 paid, the department shall refund that part of the fee 

t $ 19 which bears the same proportion to the total registration 
) fee paid as that part of the registration year beginning on 

21 the date the vehiicle is transferred to the manufacturer 
22 and ending on the date the registration year expires bears 
23 to the total registration year of the vehicle. The 
24 department may adopt rules and regulations it deems 
25 nece.c1 ry to carry out this section. 

0 
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AMENDED IN ASSEMBLY APRIL 15, 1986 

CALIFORNIA LEGISLATURE-1985-86 REGULAR SESSION 

ASSEMBLY BILL No. 3611 

• Introduced by Assembly Member Tanner Members 
Tanner, Clute, Hauser, Molina, and Moore 

(Coauthors: Senators Dills, Leroy Greene, McCorquodale, 
Torres, and Watson) 

February 20, 1986 

An act to amend Section 1793.2 of the Civil Code, to add 
Sections 6902.2 and 10902 to the Revenue and Taxation Code, 
and to amend Section 3050 of, and to add Sections 3050.!, 
80&)8 3060.9, 3050.9 and 42234.5 to, the Vehicle Code, relating 
to vehicles, and making an appropriation therefor. 

LEGISLATIVE COUNSEL'S DIGEST 

PAB 3611, as amended, Tanner. Vehicle warranties. 
Under existing law, a manufacturer who is unable to service 

or repair goods, including motor vehicles, to conform to 
applicable express warranties after a reasonable number of 
attempts i4 is required to either replace the vehicle or 
reimburse the buyer, as specified. 
This bill would expressly provide that, for new motor 

Vehicles, the option of replacement, as described in the bill, 
or re seffte!, restitution, as described in the bill, is in the 
I buyer. The bill would also require the New Motor Vehicle 

Board to certify arbitration processes and to provide 
'!Oft itself for disputes relating to warranties. The bill 

WOUldtheuie require the board to establish filing fees for 
WeWherbeerd itself arbitrates disputes ftnd authorizes 

to er&-p o party to pay the other party's filing feee 
'PCCffied etreuxnotuncc3 the certification of arbitration 

Proceues 

The bill also requires the department to make a 

COcted 512-86--See last page. 
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refund of prorated registration and license 
fees for vehicles for which a manufacturer provides to the 
buyer a replacement or rcirnburcmcnt restitution, as 
specified, and thereby makes an appropriation of amounts 
necessary to pay those claims. The bill also requires the State 
Board of Equalization to refund sales tax to the manufacturers 
for vehicles for which the manufacturer provides a 
replacement or makes restitution and, thereby, makes an 
appropriation of amounts nececry to pay those claims. 

Vote: majority %. Appropriation: yes. Fiscal committee: 
yes. State-mandated local program: no. 

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

1 SECTION 1. Section 1793.2 of the Civil Code is 
2 amended to read: 
3 1793.2. (a) Every manufacturer of consumer goods 
4 sold in this state and for which the manufacturer has 
5 made an express warranty shall: 
6 (1) Maintain in this state sufficient service and repair 
7 facilities reasonably close to all areas where its consumer 
8 goods are sold to carry out the terms of such warranties 
9 or designate and authorize in this state as service and 
10 repair facilities independent repair or service facilities 
.11 reasonably close to all areas where its consumer goods are 
12 sold to carry out the terms of such warranties. 
13 As a means of complying with paragraph of this 
14 0ubdivi3i0n, e manufacturer ohall he permitted to nntnr 
15 this paragraph, a manufacturer may enter into warranty 
16 service contracts with independent service and repair 
17 facilities. The warranty service contracts may provide for 
18 a fixed schedule of rates to be charged for warranty 
19 service or warranty repair work, however, the rates fixed 
20 by such contracts shall be in conformity with the 
21 requirements of subdivision (c) of Section 1793.3. The 
22 rates established pursuant to subdivision (c) of Section 
23 1793.3, between the manufacturer and the independent 
24 service and repair facility, shall not preclude a good-faith 
25 discount which is reasonably related to reduced credit 
26 and general overhead cost factors arising from the 

I. 
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1 manufacturer's payment of warranty charges direct to 
2 the independent service and repair facility. The warranty 
3 service contracts authorized by this paragraph shall not 
4 be executed to cover a period of time in excess of one 
5 year. 
6 (2) In the event of a failure to comply with paragraph 
7 (4.)ef Ods subdivision, be suijeet 4e the pr0v13i0n0 e4 (1), 
8 be subject to Section 1793.5. 
9 (b) Where 0uch service and repair facilities are 
10 maintained in this state and service or repair of the goods 
11 is necessary because they do not conform with the 
12 applicable express warranties, service and repair shall be 
13 commenced within a reasonable time by the 
14 manufacturer or its representative in this state. Unless 
15 the buyer agrees in writing to the contrary, the goods 
16 rnust shall be serviced or repaired so as to conform to the 
17 applicable warranties within 30 days. Delay caused by 
18 conditions beyond the control of the manufacturer or his 
19 representatives shall serve 4e extend this 30-day 
20 requirement. Where Guch delay arises, conforming goods 
21 shall be tendered as soon as possible following 
22 termination of the condition giving rise to the delay. 
23 e3. It hull be the duty e4 the buyer 4e deliver 
24 (c) The buyer shall deliver nonconforming goods to 
25 the manufacturer's service and repair facility within this 
26 state, unless, due to reasons of size and weight, or method 
27 of attachment, or method of installation, or nature of the 
28 nonconformity, 0uch delivery cannot reasonably be 
29 accomplished Should the buyer be unable 4e effect 
30 rettlift of IF the buyer cannot return the nonconforming 
31 goods for any of the above ressens, he these reasons, he 
32 or she shall notify the manufacturer or its nearest service 
33 and repair facility within the state. Written notice of 
34 nonconformity to the manufacturer or its service and 
35 repair facility shall constitute return of the goods for 
36 Purposes of this section. Upon receipt of 3uch notice of 
37 nonconformity, the manufacturer shall, at its option, 
38 service or repair the goods at the buyer's residence, or 
39 pick Up the goods for service and repair, or arrange for 
40 transporting the goods to its service and repair facility. 
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1 All reasonable costs of transporting the goods when ; 
2 p11:H'St1ftftt te Yte eher.·e, a Bt1)'el' is tlftftBle te effeet Peftlftl 
3 a buyer cannot return them shall be at the 
4 manufacturer's expense. The reasonable costs of 
5 transporting nonconforming goods after delivery to the 
6 service and repair facility until return of the goods to the 
7 buyer shall be at the manufacturer's expense. 
8 (d) (1) Except as provided in paragraph (2), shoela 
9 if the manufacturer or its representative in this state he 

10 ttttttele te does not service or repair the goods to conform 
11 to the applicable express warranties after a reasonable 
12 number of attempts, the manufacturer shall either 
13 replace the goods or reimburse the buyer in an amount 
14 equal to the purchase price paid by the buyer, less that 
15 amount directly attributable to use by the buyer prior to 
16 the discovery of the nonconformity. 
17 (2) H the manufacturer or its representative in this 
18 state is unable to service or repair a new motor vehicle, 
19 as that term is defined in subparagraph (B) of paragraph 
20 ( 4) of subdivision ( e), to conform to the applicable 
21 express warranties after a reasonable number of 
22 attempts, the manufacturer shall, at the option of the 
23 buyer, either promptly replace the new motor vehicle in 
24 accordance with subparagraph (A) or promptly make 
25 restitution to the buyer in accordance with subparagraph 
26 (B). 
27 (A) When the buyer exercises the option of 
28 replacement, the manufacturer shall replace the buyer•s 
29 vehicle with a new motor vehicle substantially identical 
30 to the vehicle replaced. The manufacturer shall bear the 
31 burden of any increase in the price of the replacement 
32 over the price of the vehicle replaced. The replacement 
33 vehicle shall be accompanied by all express and implied 
34 warranties that normally accompany new motor vehicles 
35 of that specific kind. The manufacturer also shall pay for, 
36 or to, the buyer the amount of any sales tax, license fees, 
37 registration fees, and other official fees which the buyer 
38 is obligated to pay in connection with the replacement. 
39 (B) When the buyer exercises the option of 
40 restitution, the manufacturer shall make restitution in an

2H !On
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• 1 amount equal to the full contract price paid or payable by 
2 the buyer, including any charges for transportation and 
3 installed options, and any collateral charges such as sales 
4 tax, license fees, registration fees, and other official fees. 
5 The amount to be paid by the manufacturer to the buyer 
6 under this subparagraph shall be reduced by that amount 
7 directly attributable to use by the buyer prior to the 

• 8 discovery of the nonconformity. 
9 (C) Nothing in this paragraph shall in any way limit 
10 the rights or remedies available to the buyer under any 
11 other law. 
12 (e) (1) It shall be presumed that a reasonable number 
13 of attempts have been made to conform a new motor 
14 vehicle to the applicable express warranties if, within one 
15 year from delivery to the buyer or 12,000 miles, 
16 whichever occurs first, either (A) the same 
17 nonconformity has been subject to repair four or more 
18 times by the manufacturer or its agents and the buyer has 
19 at least once directly notified the manufacturer of the 
20 need for the repair of the nonconformity, or (B) the 

• 21 vehicle is out of service by reason of repair of 
22 nonconformities by the manufacturer or its agents for a 
23 cumulative total of more than 30 calendar days since 

' 24 delivery of the vehicle to the buyer. The 30-day limit shall 
25 be extended only if repairs cannot be performed due to 
26 conditions beyond the control of the manufacturer or its 
27 agents. The buyer shall be required to directly notify the 

• 28 manufacturer pursuant to subparagraph (A) only if the 
29 manufacturer has clearly and conspicuously disclosed to 
30 the buyer, with the warranty or the owner's manual, the 
31 Provisions of this subdivision and that of subdivision (d), 

r 32 including the requirement that the buyer must notify the 
• 33 manufacturer directly pursuant to subparagraph (A). 

34 This presumption shall be a rebuttable presumption 
35 affecting the burden of proof in any action to enforce the 
36 buyer's rights under subdivision (d) and shall not be 
37 construed to limit those rights. 
38 (2) If a qualified third party dispute resolution process 
39 exists, and the buyer receives timely notification in 

b 40 Writing of the availability of a third party process with a 
p 
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1 All reasonable costs of transporting the goods when ; 
2 pursuant to the above, e buyer is unable to cffcct return 
3 a buyer cannot return them shall be at the 
4 manufacturer's expense. The reasonable costs of 
5 transporting nonconforming goods after delivery to the 
6 service and repair facility until return of the goods to the 
7 buyer shall be at the manufacturer's expense. 
8 (d) (1) Except as provided in paragraph (2), should 
9 if the manufacturer or its representative in this state be 
10 unabic to does not service or repair the goods to conform 
11 to the applicable express warranties after a reasonable 
12 number of attempts, the manufacturer shall either 
13 replace the goods or reimburse the buyer in an amount 
14 equal to the purchase price paid by the buyer, less that 
15 amount directly attributable to use by the buyer prior to 
16 the discovery of the nonconformity. 
17 (2) If the manufacturer or its representative in this 
18 state is unable to service or repair a new motor vehicle, 
19 as that term is defined in subparagraph (B) of paragraph 
20 (4) of subdivision (e), to conform to the applicable 
21 express warranties after a reasonable number of 
22 attempts, the manufacturer shall, at the option of the 
23 buyer, either promptly replace the new motor vehicle in 
24 accordance with subparagraph (A) or promptly make 
25 restitution to the buyer in accordance with subparagraph 
26 (B). 
27 (A) When the buyer exercises the option of 
28 replacement, the manufacturer shall replace the buyer's 
29 vehicle with a new motor vehicle substantially identical 
30 to the vehicle replaced. The manufacturer shall bear the 
31 burden of any increase in the price of the replacement 
32 over the price of the vehicle replaced. The replacement 
33 vehicle shall be accompanied by all express and implied 
34 warranties that normally accompany new motor vehicles 
35 of that specific kind. The manufacturer also shall pay for, 
36 or to, the buyer the amount of any sales tax, license fees, 
37 registration fees, and other official fees which the buyer 
38 is obligated to pay in connection with the replacement. 
39 (B) When the buyer exercises the option of 
40 restitution, the manufacturer shall make restitution in an 

•1• 
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1 amount equal to the full contract price paid or payable by 
2 the buyer, including any charges for transportation and 
3 installed options, and any collateral charges such as sales 
4 tax, license fees, registration fees, and other official fees. 
5 The amount to be paid by the manufacturer to the buyer 
6 under this subparagraph shall be reduced by that amount 
7 directly attributable to use by the buyer prior to the 
8 discovery of the nonconformity. 
9 (C) Nothing in this paragraph shall in any way limit 

10 the rights or remedies available to the buyer under any 
11 other law. 
12(e) (1) It shall be presumed that a reasonable number 
13 of attempts have been made to conform a new motor 
14 vehicle to the applicable express warranties if, within one 
15 year from delivery to the buyer or 12,000 miles, 
16 whichever occurs first, either (A) the same 
17 nonconformity has been subject to repair four or more 
18 hines by the manufacturer or its agents and the buyer has 
19 at least once directly notified the manufacturer of the 

• 20 need for the repair of the nonconformity, or (B) the 
21 vehicle is out of service by reason of repair of 
22 nonconfbrmities by the manufacturer or its agents for a 
23 cumulative total of more than 30 calendar days since 

% 24 delivery of the vehicle to the buyer. The 30-day limit shall 
25 be extended only if repairs cannot be performed due to 
26 conditions beyond the control of the manufacturer or its 
27 agents. The buyer shall be required to directly notify the 
28 manufacturer pursuant to subparagraph (A) only if the 
29 manufacturer has clearly and conspicuously disclosed to 
30 the buyer, with the warranty or the owner's manual, the 
31 provisions of this subdivision and that of subdivision (d), 
32 including the requirement that the buyer must notify the 

O 33 manufacturer directly pursuant to subparagraph (A). 
34 This presumption shall be a rebuttable presumption 
35 affecting the burden of proof in any action to enforce the 
36 buyer's rights under subdivision (d) and shall not be 
37 construed to limit those rights. 
38 (2) If a qualified third party dispute resolution process 
39 exists, and the buyer receives timely notification in 
40 writing of the availability of a third party process with a 

120 
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1 description of its operation and effect, the presumption 
2 in paragraph ( 1) may not be asserted by the buyer until 
3 after the buyer has initially resorted to the third party 
4 process as required in paragraph (3). Notification of the 
5 availability of the third party process is not timely if the 
6 buyer suffers any prejudice resulting from any delay in 
7 giving the notification. If a qualified third party dispute 
8 resolution process does not exist, or if the buyer is 
9 dissatisfied with the third party decision, or if the 
10 manufacturer or its agent neglects to promptly fulfill the 
11 terms of such third party decision, the buyer may assert 
12 the presumption provided in paragraph ( 1) in an action 
13 to enforce the buyer's rights under subdivision (d). The 
14 findings and decision of the third party shall be 
15 admissible in evidence in the action without further 
16 foundation. Any period of limitation of actions under any 
17 federal or California laws with respect to any person shall 
18 be extended for a period equal to the number of days 
19 between the date a complaint is filed with a third party 
20 dispute resolution process and the date of its decision or 
21 the date before which the manufacturer or its agent is 
22 required by the decision to fulfill its terms, whichever 
23 occurs later. 
24 (3) A qualified third party dispute resolution process 
25 shall be one that complies meets all of the following 
26 criteria: 
27 (A) Complies with the Federal Trade Commission's 
28 minimum requirements for informal dispute settlement 
29 procedures as set forth in the Commission's regulations et 
30 16 in Part 703 of Tide 16 of Code of Federal Regulations 
31 Part 7Q that renders. 
32 (B) Renders decisions which are binding on the 
33 manufacturer if the buyer elects to accept the decision 
34 thepi-c3cribc3. 
35 (C) Prescribes a reasonable time, not to exceed 30 
36 days, within which the manufacturer or its agents must 
37 fulfill the terms of those decisions that hen. 
38 (D) Provides written materials to those individuals 
39 who conduct investigations and who make, or participate 
40 in making, decisions for the process which, at a minimum, 

98150 
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1 include the provisions of the Federal Trade Commission's 
2 regulations in Part 703 of Title 16 of the Code of Federal 
3 Regulations and the provisions of this chapter. 
4 (E) Renders decisions which incorporate 
5 consideration of and can provide the rights and remedies 

% 6 conferred in, the Federal Trade Commission's 
7 regulations in Part 703 of Title 16 of the Code of Federal 
8 Regulations and the provisions of this chapter. 
9 (F) Has been certified by the New Motor Vehicle 
10 Board pursuant to subdivision (f) of Section 3050 of the 
11 Vehicle Code. 
12 (4) For the purposes of subdivision (d) and this 
13 subdivision the following terms have the following 
14 meanings: 
15 (A) "Nonconformity" means a nonconformity which 
16 substantially impairs the use, value, or safety of the new 
17 motor vehicle. 
18 (B) "New motor vehicle" means a new motor vehicle 
19 which is used or bought for use primarily for personal, 

• 20 family, or household purposes. "New motor vehicle" 
21 includes a dealer-owned vehicle and a "demonstrator" or 
22 other motor vehicle sold with a manufacturer's new car 
23 Warranty, but does not include a motorcycle, motorhome, 
24 motor vehicle which is not registered under the Vehicle 
25 Code because it is to be operated or used exclusively off 
26 the highways, or any vehicle purchased solely for 
27 Commercial or industrial use. 
28 SEC. 2. Section 6902.2 is added to the Revenue and 
29 Taxation Code, to read: 
30 69022. Upon receipt of proof to its satisfaction that 
31 Sales tax has been paid to the state on the sale of a new 
32 motor vehicle, and that the new motor vehicle has been 

• 33 replaced by the manufacturer or that the manufacturer 
34 has 'nude restitution to the buyer, as provided by 
35 Paragraph (2) of subdivision (d) of Section 1793.2 of the 
36 Civil Code, the board shall refund the sales tax to the 
37 vehicle manufacturer. The board may adopt rules and 
38 regulations that it deems necessary or appropriate to 
39 CY out, facilitate compliance with, or prevent 

• 40 circumvention or evasion of, this section. 
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1 SEC. 3. Section 10902 is added to the Revenue and 
2 Taxation Code, to read: 
3 10902. If a manufacturer of a new motor vehicle 
4 replaces the vehicle or makes restitution to the buyer, as 
5 provided by paragraph (2) of subdivision (d) of Section 
6 1793.2 of the Civil Code, prior to the expiration of the 
7 registration year for which the license fee has been paid 
8 The, the department shall refund that part of the fee 
9 which bears the same proportion to the total license fee 
10 paid as that part of the registration year beginning on the 
11 date the vehicle is transferred to the manufacturer and 
12 ending on the date the registration year expires bears to 
13 the total registration year of the vehicle. The department 
14 may adopt rules and regulations it deems necessary to 
15 carry out this section. 
16 SEC. 4. Section 3050 of the Vehicle Code is amended 
17 to read: 
18 3050. The board shall do all of the following: 
19 (a) Adopt rules and regulations in accordance with 
20 Chapter 3.5 (commencing with Section 11340) of Part 1 4 
21 of Division 3 of Title 2 of the Government Code 
22 governing such matters as are specifically committed to 
23 its jurisdiction. 
24 (b) Hear and consider, within the limitations and in 
25 accordance with the procedure provided, an appeal ' P 
26 presented by an applicant for, or holder of, a license as a 
27 new motor vehicle dealer, manufacturer, manufacturer 
28 branch, distributor, distributor branch, or representative 
29 when the applicant or licensee submits an appeal 
30 provided for in this chapter from a decision arising out of 
31 the department. 
32 (c) Consider any matter concerning the activities or 
33 practices of any person applying for or holding a license 
34 as a new motor vehicle dealer, manufacturer, 
35 manufacturer branch, distributor, distributor branch, or 
36 representative pursuant to Chapter 4 (commencing with 
37 Section 11700) of Division 5 submitted by any person. A 
38 member of the board who is a new motor vehicle dealer 
39 may not participate in, hear, comment, advise other 
40 members upon, or decide any matter considered by the f 
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1 board pursuant to this subdivision that involves a dispute 
2 between a. franchisee and franchisor. After such 
3 consideration, the board may do any one or any 
4 combination of the following: 
5 (1) Direct the department to conduct investigation of 
6 matters that the board deems reasonable, and make a 
7 written report on the results of the investigation to the 
8 board within the time specified by the board. 
9 (2) Undertake to arbitrate amicably or resolve any 
10 honest difference of opinion or viewpoint existing 
11 between any member of the public and any new motor 
12 vehicle dealer, manufacturer, manufacturer branch, 
13 distributor branch, or representative. 
14 (3) Order the department to exercise any and all 
15 authority or power that the department may have with 
16 respect to the issuance, renewal, refusal to renew, 
17 suspension, or revocation of the license of any new motor 
18 vehicle dealer, manufacturer, manufacturer branch, 
19 distributor, distributor branch, or representative as such 

• 20 license is required under Chapter 4 (commencing with 
21 Section 11700) of Division 5. 
22 (d) Hear and consider, within the limitations and in 
23 accordance with the procedure provided, a protest 
24 presented by a franchisee pursuant to Section 3060,3062, 
25 3064, or 3065. A member of the board who is a new motor 
26 vehicle dealer may not participate in, hear, comment, 
27 advise other members upon, or decide, any matter 
28 involving a protest filed pursuant to Article 4 
29 (Corflitiencing with Section 3060). 
3° - irbitrnto diiiputa which arise between y buyer 
31 of a ew motor vohidr and the now motor vehicle 
32 mani,4tiircr, mnnuficturer brnneh, distributor, or 

O33 1XXTRIer brunch from which the new motor vehicle Was 
iU4y aequiced whore the bans of the dispute concorno 

35 righs afforded the buyer under the SonglBovorly 
36 £ oI1eLu1, Wu. runty Act (Chaptor I (commencing with 
37 & cCtie,17f)) of Tide 4ethe Civil Code). Thin section 
38 ibaM ' t be interpreted in a manner that deprivon the 
39 buyo' ef a now makar vehicle of y other remedy 

• 40 evagaMe under emty other provision of low-,except that 
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1 e buyer ee new meter vehicle who olocb4enrbitrato a 
2 diDputo under e chapter ohall tiot he ontitlod to a 
3 ciecond arbitration in * qualified third/party diaputo 
4 rociolution proem tw +he4 term is uøod in aubdivioion (c> 
5 eoction17O3.0e  the CivilCodo. 
64ff 
7 (e) Certify that each third-party dispute resolution 4 
8 process used for the arbitration of disputes pursuant to 
9 paragraph (2) of subdivision (e) of Section 1793.2 of the 
10 Civil Code is a qualified third-party dispute resolution 
11 process as provided in paragraph (3) of subdivision (e) of 
12 Section 1793.2 of the Civil Code. Each thirdiparty dispute 
13 rociolution procooci thee applies feeertiflcation ohdl Each 
14 new motor vehicle manufacturer, manufacturer branch, 
15 distributor, or distributor branch that utilizes a 
16 third-party dispute resolution process, and that seeks to 
17 have that process certified by the board, shall provide to 
18 the board any and all information that the board 
19 determines- is necessary for certification. Certification of 
20 any particular third-party dispute resolution process is a c 
21 condition precedent to the application of paragraph (2) 
22 of subdivision (e) of Section 1793.2 of the Civil Code with 
23 respect to that process. If a manufacturer, manufacturer 
24 branch, distributor, or distributor branch does not utilize 
25 a certified third-party dispute resolution process, the It 
26 board shall designate a certified third-party dispute 
27 resolution process to arbitrate, at the expense of the 
28 manufacturer, manufacturer branch, distributor, or 
29 distributor branch, the disputes of consumers who have 
30 purchased new motor vehicles which were initially 
31 acquired from that manufacturer, manufacturer branch, 
32 distributor, or distributor branch. The board may 
33 suspend or revoke the certification of any ouch 
34 third-party dispute resolution process upon a 
35 determination that the process does not comply with all 
36 the requirements of paragraph (3) of subdivision (e) of 
37 Section 1793.2 of the Civil Code. 
38 SEC. 5, Section 3060.8 ie added to the Vehicle Code, 
39 to road: 
40 3060.8. .4e+ Amy buyer ef * new motor vehicle zay ( 
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I 1 r0qu0i* the board #e formally arbitrate a diDputc puruulnt 
2 to sb&ion .4e of Section 3050 by filing a written 
3 application with the board and paying the fee established 
4 under Section 3050.0. The board sha ae4 grunt the 
5 request fee arbitration unlcao the board has firso done 
6bothe.f 
7 4* Attempted to resolve the dispute by informal 
8 mediation as provided in paragraph 43- ef ubdivimion .4e) 
9 ef Section 3050. 
10 OW After informal mediation, claiii,fiod the buyer's 
11 peea in unroaolvod disputes ae montorioua, set 
12 moritoriouxi, er the merit -or leek ef merit of the buyer' 
13 pe"m is unable #e be dctcrminod 
14 . The board shall set grunt a request for arbitration 
15 pwlJunnt #9 subdivision .(e3 ef Section 3050 in my ewe 
16 where the buyer has provioualy toed a qualified 
17 thirdiparty dlinpute resolution pi'eeeee provided by the 
18 mflnufacturor; mnnufacturor branch, distributor, or 

19 distributor branch pursuant #e paragraph .( 3. of 
• 20 subdivinon -(e. of Section 1703a of the Civil Code unless 

21 the board determines that the thir&fiirtj rociolution 
22 peeeee used by the coniimor, failed 4e comply with the 
23 p,eeediree nccoaiy fee certification with reopeet to 

. 24 that buyer' o arbitiration. 
25 e* The arbitration procodurco established by the 

• 26 board puruunnt to oubdivion .(e)'. of Section 3050 shall 
27 comply with el! of the roqwrcmcnto of paragraph of 
28 ,ul..dhà1i,n .4e ef Section 1796.6 of the Civil Code. 
29 CEC.fir 
30 SEC. .5. Section 3050.9 is added to the Vehicle Code, 
31 to read 
32 3050.9. 4e. The board shall establish a schedule of 

• 33 fees to be charged to fund fully the costs associated with 
34 the arbitration of disputes conducted puruuaM #9 the 
35 certification of third-party dispute resolution procees 
36 conducted pursuant to subdivision (e) of Section 3050. 
37 The schedule of fees shall include a fixed annual fee, the 
38 amount of which shall be determined by the board, which 
39 shall be charged each manufacturer, manufacturer 
40 branch, distributor, and distributor branch subject to this 
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1 chapter. 
2 4 subsequent 40 on arbitration, the board 
3 determines that the manufacturer or distributor has been 
4 unroaøonablo with respect 400 conumore claim brought 
5 pwvuant 40 subdivision f* of Section 3060, the board 
6 trAy require the manufacturer er distributor to 
7 reimburse the conJumor for y fees paid 40 the board ae 4 
8 * result of filing the request for orbitratie M oubooguont 
9 40 the arbitration of  dispute, the board detoi-minoa that 
10 the conoumor'@ position wee who without merit and 
11 brought in bed faith, the conoumor may be roguirod to 
12 reimburse the mnnufacturor for y fees paid 40 the 
13 board as*  roilt ef the filing ef the request for arbitration. 
14 &EC. 
15 SEC. 6. Section 42234.5 is added to the Vehicle Code, 
16 to read: 
17 42234.5. If a manufacturer of a new motor vehicle 
18 replaces the vehicle or who makes restitution to the 
19 buyer, as provided by paragraph (2) of subdivision (d) of 
20 Section 1793.2 of the Civil Code, prior to the expiration 
21 of the registration year for which the license has been 
22 paid, the department shall refund that part of the fee 
23 which bears the same proportion to the total registration 
24 fee paid as that part of the registration year beginning on 
25 the date the vehicle is transferred to the manufacturer 'p 
26 and ending on the date the registration year expires bears 
27 to the total registration year of the vehicle. The 
28 department may adopt rules and regulations it deems 
29 necessary to carry out this section. 
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AMENDED IN ASSEMBLY APRIL 15, 1986 

CALIFORNIA LEGISLATURE-19&-86 REGULAR SESSION 

ASSEMBLY BILL No. 3611 

Introduced by Assembly Member Tanner Members 
Tanner, Clute, Hauser, Molina, and Moore 

(Coauthors: Senators Dills, Leroy Greene, McCorquodale, 
Ton-es, and Watson) 

February 20, 1986 

An act to amend Section 1793.2 of the Civil Code, to add 
Sections 6902.2 and 10902 to the Revenue and Taxation Code, 
and to amend Section 3050 of, and to add Sections 30507, 

' 3060.8, 3050(), 3a50.9 and 42234.5 to, the Vehicle 
to vehicles, and making an 

LEGISLATIVE COUNSEL'S DIGEST 

, AB 3611, as amended, Tanner. Vehicle warranties. 
Under existing law, a manufacturer who is unable to service 

or repair goods, including motor vehicles, to conform to 
applicable express warranties after a reasonable number of 
attempts mu3t is required to either replace the vehicle or 
reimburse the buyer, as specified. 
This bill would expressly provide that, for new motor 

vehicles, the option of replacement, as described in the bill, 
or rcimbur9cmcnt restitution, as described in the bill, is in the 

' buyer. The bill would also require the New Motor Vehicle 
Board to certify arbitration processes and 4e provide 
arbitration 1t3c1f for disputes relating to warranties. The bill 
would authorize require the board to establish filing fees for 
CaOOO when the board itodf arbitrates disputes ed auth0r1zc3 
the board 4e order a party to pay the other party's filing fees 
under specified c1rcumxtanc03 the certification of arbitration 
Processes. 
The bill also requires the department to make a 
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reimbursement refund of prorated registration and license 
fees for vehicles for which a manufacturer provides to the 
buyer a replacement or reimbursement restitution, as 
specified, and thereby makes an appropriation of amounts 
necessary to pay those claims. 

Vote: majority. Appropriation: yes. Fiscal committee: yes. 
State-mandated local program: no. 

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

if 

C 

1 SECTION 1. Section 1793.2 of the Civil Code is 
2 amended to read: 
3 1793.2. (a) Every manufacturer of consumer goods 
4 sold in this state and for which the manufacturer has 
5 made an express warranty shall: 
6 (1) Maintain in this state sufficient service and repair 
7 facilities reasonably close to all areas where its consumer 
8 goods are sold to carry out the terms of such warranties 
9 or designate and authorize in this state as service and 
10 repair facilities independent repair or service facilities or 

11 reasonably close to all areas where its consumer goods are 
12 sold to carry out the terms of such warranties. 
13 As a means of complying with paragraph 4+ of th4 
14 subdivision, e mnnufocturor ohall be permitted to cntcr 
15 this paragraph, a manufacturer may enter into warranty t 
16 service contracts with independent service and repair 
17 facilities. The warranty service contracts may provide for 
18 a fixed schedule of rates to be charged for warranty 
19 service or warranty repair work, however, the rates fixed 
20 by such contracts shall be in conformity with the 
21 requirements of subdivision (c) of Section 1793.3. The 
22 rates established pursuant to subdivision (c) of Section 
23 1793.3, between the manufacturer and the independent 
24 service and repair facility, shall not preclude a good-faith 
25 discount which is reasonably related to reduced credit 
26 and general overhead cost factors arising from the 
27 manufacturer's payment of warranty charges direct to 
28 the independent service and repair facility. The warranty 
29 service contracts authorized by this paragraph shall not 
30 be executed to cover a period of time in excess of one 
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1 year. 
2 (2) In the event of a failure to comply with paragraph 
3 *-)' ef 469 oubdivioion, be subject te the proviion3 of (1), 
4 be subject to Section 1793.5. 
5 (b) Where such service and repair facilities are . 6 maintained in this state and service or repair of the goods 
7 is necessary because they do not conform with the 
8 applicable express warranties, service and repair shall be 
9 commenced within a reasonable time by the 
10 manufacturer or its representative in this state. Unless 
11 the buyer agrees in writing to the contrary, the goods 
12 must shall be serviced or repaired so as to conform to the 
13 applicable warranties within 30 days. Delay caused by 
14 conditions beyond the control of the manufacturer or his 
15 representatives shall cci-vc to extend this 30-day 
16 requirement. Where such delay arises, conforming goods 
17 shall be tendered as soon as possible following 
18 termination of the condition giving rise to the delay. 
19 14 ohall be the duty ef the buyor e deliver 

) 20 (c) The buyer shall deliver nonconforming goods to 
21 the manufacturer's service and repair facility within this 
22 state, unless, due to reasons of size and weight, or method 
23 of attachment, or method of installation, or nature of the 
24 nonconformity, such delivery cannot reasonably be 
25 accomplished. Should the buyer be unable to effect 
26 rctum eê If the buyer cannot return the nonconforming 
ZT goods for any of the above rcnrjon, he these reasons, he 
28 or she shall notify the manufacturer or its nearest service 
29 and repair facility within the state. Written notice of 
30 nonconformity to the manufacturer or its service and 
31 repair facility shall constitute return of the goods for 
32 purposes of this section. Upon receipt of such notice of 
33 nonconformity, the manufacturer shall, at its option, 
34 service or repair the goods at the buyer's residence, or 
35 pick up the goods for service and repair, or arrange for 
36 transPorting the goods to its service and repair facility. 
37 All reasonable costs of transporting the goods when ; 
38 pwtUflhi4 , lit, above; buyer is unable 4e effect etui'n 
39 a buyer cannot return them shall be at the 
40 manufacturer's expense. The reasonable costs of 
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1 transporting nonconforming goods after delivery to the 
2 service and repair facility until return of the goods to the 
3 buyer shall be at the manufacturer's expense. 
4 (d) (1) Except as provided in paragraph (2), ihou1d 
5 if the manufacturer or its representative in this state be 
6 unable #6 does not service or repair the goods to conform 
7 to the applicable express warranties after a reasonable 
8 number of attempts, the manufacturer shall either 
9 replace the goods or reimburse the buyer in an amount 
10 equal to the purchase price paid by the buyer, less that 
11 amount directly attributable to use by the buyer prior to 
12 the discovery of the nonconformity. 
13 (2) If the manufacturer or its representative in this 
14 state is unable to service or repair a new motor vehicle, 
15 as that term is defined in subparagraph (B) of paragraph 
16 (4) of subdivision (e), to conform to the applicable 
17 express warranties after a reasonable number of 
18 attempts, the manufacturer shall, at the option of the 
19 buyer, either promptly replace the new motor vehicle in 
20 accordance with subparagraph (A) or promptly make 
21 restitution to the buyer in accordance with subparagraph 
22 (B). 
23 (A) When the buyer exercises the option of 
24 replacement, the manufacturer shall replace the buyer's 
25 vehicle with a new motor vehicle substantially identical 
26 to the vehicle replaced. The manufacturer shall bear the 
27 burden of any increase in the price of the replacement 
28 over the price of the vehicle replaced. The replacement 
29 vehicle shall be accompanied by all express and implied 
30 warranties that normally accompany new motor vehicles 
31 of that specific kind. The manufacturer also shall pay for, 
32 or to, the buyer the amount of any sales tax, license fees, 
33 registration fees, and other official fees which the buyer 
34 is obligated to pay in connection with the replacement. 
35 (B) When the buyer exercises the option of 
36 restitution, the manufacturer shall make restitution in an 
37 amount equal to the full contract price paid or payable by 
38 the buyer, including any charges for transportation and 
39 installed options, and any collateral charges such as sales 
40 tax, license fees, registration fees, and other official fees. 

9 

C 
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1 The amount to be paid by the manufacturer to the buyer 
2 under this subparagraph shall be reduced by that amount 
3 directly attributable to use by the buyer prior to the 
4 discovery of the nonconformity. 
5 (C) Nothing in this paragraph shall in any way limit 
6 the rights or remedies available to the buyer under any 

• 7 other law. 
8 (e) ( 1) It shall be presumed that a reasonable number 
9 of attempts have been made to conform a new motor 
10 vehicle to the applicable express warranties if, within one 
11 year from delivery to the buyer or 12,000 miles, 
12 whichever occurs first, either (A) the same 
13 nonconformity has been subject to repair four or more 
14 times by the manufacturer or its agents and the buyer has 
15 at least once directly notified the manufacturer of the 
16 need for the repair of the nonconformity, or (B) the 
17 vehicle is out of service by reason of repair of 
18 nonconformities by the manufacturer or its agents for a 
19 cumulative total of more than 30 calendar days since 
20 delivery of the vehicle to the buyer. The 30-day limit shall 
21 be extended only if repairs cannot be performed due to 
22 conditions beyond the control of the manufacturer or its 
23 agents. The buyer shall be required to directly notify the 
24 manufacturer pursuant to subparagraph (A) only if the 
25 manufacturer has clearly and conspicuously disclosed to 
26 the buyer, with the warranty or the owner's manual, the 
27 provisions of this subdivision and that of subdivision (d), 
28 including the requirement that the buyer must notify the 
29 manufacturer directly pursuant to subparagraph (A). 
30 This presumption shall be a rebuttable presumption 
31 affecting the burden of proof in any action to enforce the 
32 buyer's rights under subdivision (d) and shall not be 
33 construed to limit those rights. 

• 34 (2) if a qualified third party dispute resolution process 
35 exists, and the buyer receives timely notification in 
36 writing of the availability of a third party process with a 
37 description of its operation and effect, the presumption 
38 in paragraph ( 1) may not be asserted by the buyer until 
39 after the buyer has initially resorted to the third party 
40 process as required in paragraph (3). Notification of the 
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1 availability of the third party process is not timely if the 
2 buyer suffers any prejudice resulting from any delay in 
3 giving the notification. If a qualified third party dispute 
4 resolution process does not exist, or if the buyer is 
5 dissatisfied with the third party decision, or if the 
6 manufacturer or its agent neglects to promptly fulfill the 
7 terms of such third party decision, the buyer may assert 
8 the presumption provided in paragraph ( 1) in an action 
9 to enforce the buyer's rights under subdivision (d). The 
10 findings and decision of the third party shall be 
11 admissible in evidence in the action without further 
12 foundation. Any period of limitation of actions under any 
13 federal or California laws with respect to any person shall 
14 be extended for a period equal to the number of days 
15 between the date a complaint is filed with a third party 
16 dispute resolution process and the date of its decision or 
17. the date before which the manufacturer or its agent is 
18 required by the decision to fulfill its terms, whichever 
19 occurs later. 
20 (3) A qualified third party dispute resolution process 
21 shall be one that complies meets all of the following 
22 criteria: 
23 (A) Complies with the Federal Trade Commission's 
24 minimum requirements for informal dispute settlement 
25 procedures as set forth in the Commission's regulations M 
26 46 in Part 703 of Title 16 of Code of Federal Regulations 
27 Pert O that renders. 
28 (B) Renders decisions which are binding on the 
29 manufacturer if the buyer elects to accept the decision 
30 that prC3CribC3. 

31 (C) Prescribes a reasonable time, not to exceed 30 
32 days, within which the manufacturer or its agents must 
33 fulfill the terms of those decisions that has. 
34 (D) Provides written materials to those individuals 
35 who conduct investigations and who make, or participate 
36 in making, decisions for the process which, at a minim urn, 
37 include the provisions of the Federal Trade Commission's 
38 regulations in Part 703 of Title 16 of the Code of Federal 
39 Regulations and the provisions of this chapter. 
40 (E) Renders decisions which incorporate 
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1 consideration of; and can provide the rights and remedies 
2 conferred in, the Federal Trade Commission's 
3 regulations in Part 703 of Title 16 of the Code of Federal 
4 Regulations and the provisions of this chapter. 
5 (F) Has been certified by the New Motor Vehicle 
6 Board pursuant to subdivision (f) of Section 3050 of the 
7 Vehicle Code. 
8 (4) For the purposes of subdivision (d) and this 
9 subdivision the following terms have the following 
10 meanings: 
11 (A) "Nonconformity" means a nonconformity which 
12 substantially impairs the use, value, or safety of the new 
13 motor vehicle. 
14 (B) "New motor vehicle" means a new motor vehicle 
15 which is used or bought for use primarily for personal, 
16 family, or household purposes. "New motor vehicle" 
17 includes a dealer-owned vehicle and a "demonstrator" or 
18 other motor vehicle sold with a manufacturer's new car 
19 warranty, but does not include a motorcycle, motorhome, 
20 motor vehicle which is not registered under the Vehicle 
21 Code because it is to be operated or used exclusively off 
22 the highways, or any vehicle purchased solely for 
23 commercial or industrial use. 
24 SEC. 2. Section 6902.2 is added to the Revenue and 
25 Taxation Code, to read: 
26 6902.2. Upon receipt of proof to its satisfaction that 
27 sales tax has been paid to the state on the sale of a new 
28 motor vehicle, and that the new motor vehicle has been 
29 replaced by the manufacturer or that the manufacturer 
30 has made restitution to the buyer, as provided by 
31 paragraph (2) of subdivision (d) of Section 1793.2 of the 
32 Civil Code, the board shall refund the sales tax to the 
33 vehicle manufacturer. The board may adopt rules and 
34 regulations that it deems necetcry or appropriate to 
35 carry out, facilitate compliance with, or prevent 
36 circumvention or evasion of, this section. 
37 SEC. 3. Section 10902 is added to the Revenue and 
38 Taxation Code, to read: 
39 10902. If a manufacturer of a new motor vehicle 
40 replaces the vehicle or makes restitution to the buyer, as 
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1 provided by paragraph (2) of subdivision (d) of Section 
2 1793.2 of the Civil Code, prior to the expiration of the 
3 registration year for which the license fee has been paid 
4 The, the department shall refund that part of the fee 
5 which bears the same proportion to the total license fee 
6 paid as that part of the registration year beginning on the 
7 date the vehicle is transferred to the manufacturer and 
8 ending on the date the registration year expires bears to 
9 the total registration year of the vehicle. The department 
10 may adopt rules and regulations it deems necessary to 
11 carry out this section. 
12 SEC. 4. Section 3050 of the Vehicle Code is amended 
13 to read: 
14 3050. The board shall do all of the following: 
15 (a) Adopt rules and regulations in accordance with 
16 Chapter 3.5 (commencing with Section 11340) of Part 1 
17 of Division 3 of Title 2 of the Government Code 
18 governing such matters as are specifically committed to 
19 its jurisdiction. 
20 (b) Hear and consider, within the limitations and in 
21 accordance with the procedure provided, an appeal 
22 presented by an applicant for, or holder of, a license as a 
23 new motor vehicle dealer, manufacturer, manufacturer 
24 branch, distributor, distributor branch, or representative 
25 when the applicant or licensee submits an appeal 
26 provided for in this chapter from a decision arising out of 
27 the department. 
28 (c) Consider any matter concerning the activities or 
29 practices of any person applying for or holding a license 
30 as a new motor vehicle dealer, manufacturer, 
31 manufacturer branch, distributor, distributor branch, or 
32 representative pursuant to Chapter 4 (commencing with 
33 Section 11700) of Division 5 submitted by any person. A 
34 member of the board who is a new motor vehicle dealer 
35 may not participate in, hear, comment, advise other 
36 members upon, or decide any matter considered by the 
37 board pursuant to this subdivision that involves a dispute 
38 between a franchisee and franchisor. After such 
39 consideration, the board may do any one or any 
40 combination of the following: 

98O 773



-9— AB 3611 

(1) Direct the department to conduct investigation of 
2 matters that the board deems reasonable, and make a 
3 written report on the results of the investigation to the 
4 hoard within the time specified by the board. 
5 (2) Undertake to arbitrate amicably or resolve any 
6 honest difference of opinion or viewpoint existing 
7 between any member of the public and any new motor 
8 vehicle dealer, manufacturer, manufacturer branch, 
9 distributor branch, or representative. 
10 (3) Order the department to exercise any and all 
11 authority or power that the department may have with 
12 respect to the issuance, renewal, refusal to renew, 
13 suspension, or revocation of the license of any new motor 
14 vehicle dealer, manufacturer, manufacturer branch, 
15 distributor, distributor branch, or representative as such 
16 license is required under Chapter 4 (commencing with 
17 Section 11700) of Division 5. 
18 (d) Hear and consider, within the limitations and in 
19 accordance with the procedure provided, a protest 
20 presented by a franchisee pursuant to Section 3060, 3062, 
21 3064, or 3065. A member of the board who is a new motor 
22 vehicle dealer may not participate in, hear, comment, 
23 advise other members upon, or decide, any matter 
24 involving a protest filed pursuant to Article 4 
25 (commencing with Section 3060). 
26 .i(e) Arbitrate diputc3 which arbc botwoon &4y buyer 
27 of a now motor vchicic ad the now motor vchicic 
28 mnnufacturcr, mnnufactw-cr branch, distributor, e 
29 ditibutor braneh from which the new motor vehicle was 
30 initially ocquirod, where the baib ethe diputc conccrni 
31 rightri the buyer tinder the SonglBcvcrly 
32 Coniumcr Warranty Aet 4Chnptor 46 (commcncing with 
33 Section 1790) eTitIc 44ethe Civil Codc)-Tthoccion 

'$34 shall net be interpreted in a manncr tho4 deprive the 
35 buyer ef a new motor vehicle ef mW ether rcmody 
36 available under any ether provision ef lew ciccpt tho4 
37 a buyer ef a new motor vchicic whe elect to arbitrate a 
38 diputc under this ehaptor thall be entitled to a 
39 seeend arbitration in a guulificd thirdlparty diputc 
40 ro3olution process as tho4 term 49 U3Od in stthdiion $ 
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1 e4 Section 1703.2 e4 the Civil Code. 
2 4ft 
3 (e) Certify that each third-party dispute resolution 
4 process used for the arbitration of disputes pursuant to 
5 paragraph (2) of subdivision (e) of Section 1793.2 of the 
6 Civil Code is a qualified third-party dispute resolution 
7 process as provided in paragraph (3) of subdivision (e) of 
8 Section 1793.2 of the Civil Code. Each third/party dispute 
9 resolution procc1I thet applies fe, eertiflcation oball Each 
10 new motor vehicle manufacturer, manufacturer branch, 
11 distributor, or distributor branch that utilizes a 
12 third-party dispute resolution process, and that seeks to 
13 have that process certified by the board, shall provide to 
14 the board any and all information that the board 
15 determines is necessary for certification. Certification of 
16 any particular third-party dispute resolution process is a 
17 condition precedent to the application of paragraph (2) 
18 of subdivision (e) of Section 1793.2 of the Civil Code with 
19 respect to that process. If a manufacturer, manufacturer 
20 branch, distributor, or distributor branch does not utilize 
21 a certified third-party dispute resolution process, the 
22 board shall designate a certified third-party dispute 
23 resolution process to arbitrate, at the expense of the 
24 manufacturer, manufacturer branch, distributor, or 
25 distributor branch, the disputes of consumers who have 
26 purchased new motor vehicles which were initially 
27 acquired from that manufacturer, manufacturer branch, 
28 distributor, or distributor branch. The board may 
29 suspend or revoke the certification of any ouch 
30 third-party dispute resolution process upon a 
31 determination that the process does not comply with all 
32 the requirements of paragraph (3) of subdivision (e) of 
33 Section 1793.2 of the Civil Code. 
34 SEC. & Seeei' 3050.8 is added to the Vehicle Codo, 
35 to read: 
36 3050.8. Any buyer ef a now motor vehicle may 
37 rcguct the board to formally arbitrate a diaPHI- pursuant 
38 to 3ubdivinon e4 Section 3050 by filing a written 
39 application with the board end paying the fee cotabliahod 
40 under Section 3050.0. The board shall not grunt the 

P. 
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) 1 request for arbitration un1caj the board lies st donc 
2 both ef the ftillowing: 
3 Attempted to resolve the dinputo by informal 
4 ricdiationes provided in paragraph eubdiv12ion 4e) 
5 ef Section 3060. 
6 -- After infoi-rnal mediation, clajwficd the buyer's 
7 pixntion in unresolved disputes es meritorious, not 

8 rnoritonow, er the merit er leek ef merit ef the buyers 
9 p0nt10n is unable to be determined. 
10 4b The board shall net grant e request ler arbitration 
11 pui-iunnt to sthdivirnon fe* e4 Section 3050 ki mW ease 
12 where the buyer lies previoualy u30d a qualified 
13 third/party dispute rcaolution procc provided by the 
14 manufacturer, manufacturer branch, distributer, or 
15 dintributor branch pursuant to paragraph . 

16 s'abdlvthea e3 e4 Section 17O3S e4 the Civil Codc unlcn 
17 the board determines that the third/party resolution 
18 procc unod by the conouiner failed to comply with the 
19 procoduroa neee fer certification with respect to 
20 that buyer's arbitiration. 

•21 'Ee* The arbitration procedures 03tab1iahcd by the 
22 board purnuant to 3ubdivinion fe* e4 Section 3050 shall 
23 comply with all e4 the reguircmenth e4 paragraph 
24 subdivision e* of Section 1793.2 e4 the Civil Code. 

)25 SEC.& 
26 SEC. 5. Section 3050.9 is added to the Vehicle Code, to 
27 read: 
28 3050.9. .(e) The board shall establish a schedule of 
29 fees to be charged to fund fully the costs associated with 
30 the arbitration e4 disputes conductcd punuant to the 
31 certification of third-party dispute resolution processes 
32 conducted pursuant to subdivision (e) of Section 3050. 
33 The schedule of fees shall include a fixed annual fee, the 
34 amount of which shall be determined by the board, which 
35 shall be charged each manufacturer, manufacturer 
36 branch, distributor, and distributor branch subject to this 
37 chapter. 
38 l 3ub00gucnt to an arbitration, the board 
39 determines that the manufacturer or distributor lies bocn 

Is 40 unrca3onable with ronpoct toe connumer'3 claim brought  
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1 pur1uA1nt to oubdiviaion .($ of Section 3060, the board 
2 may require the manufacturor or diotributor to 
3 reimburse the conumcr fe ay fees paid to the board as 
4 e reoult of filing the rogucot fer arbitration. KL, subsequent 
5 to the arbitration ei a dispute, the board determines thait 
6 the conumcre position wee wholly without merit and 
7 brought in bad faith, the conownor may be required to 
8 reimburcic the mnnufacturpr for eny fees paid to the 
9 board see rooult eithe filing eithe roqucot fe arbitration. 
10 SEC. 
11 SEC. 6. Section 42234.5 is added to the Vehicle Code, 
12 to read: 
13 42234.5. If a manufacturer of a new motor vehicle 
14 replaces the vehicle or who makes restitution to the 
15 buyer, as provided by paragraph (2) of subdivision (d) of 
16 Section 1793.2 of the Civil Code, prior to the expiration 
17 of the registration year for which the license has been 
18 paid, the department shall refund that part of the fee 
19 which bears the same proportion to the total registration 
20 fee paid as that part of the registration year beginning on 
21 the date the vehiicle is transferred to the manufacturer 
22 and ending on the date the registration year expires bears 
23 to the total registration year of the vehicle. The 
24 department may adopt rules and regulations it deems 
25 necessary to carry out this section. 
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AMENDED IN ASSEMBLY MAY 19, 1986 

AMENDED IN ASSEMBLY APRIL 15, 19M 

CALIFORNIA LEGISLATURE-15-86 REGULAR SESSION 

ASSEMBLY BILL No. 3611 

Introduced by Assembly Members Tanner, Clute, Hauser, 
Molina, and Moore 

(Coauthors: Senators Dulls, Leroy Greene, McCorquodale, 
Torres, and Watson) 

February 20, 1986 

An act to amend Section 1793.2 of, and to add Section 
' 1793.25 to, the Civil Code, 4e add Scctiono 6OO and 10M #0 
Y the Revenue and Taxation Code, and to amend Section 3050 

of, and to add Sections Section 3050.9 end 4M4.6 to, the 
Vehicle Code, relating to vehicles, and making an 
appropriation therefor. 

LEGISLATIVE COUNSEL'S DIGFS 

AB 3611, as amended, Tanner. Vehicle warranties. 
Under existing law, a manufacturer who is unable to service 

or repair goods, including motor vehicles, to conform to 
applicable express warranties after a reasonable number of 
attempts is required to either replace the vehicle or 
reimburse the buyer, as specified. 
This bill would expressly provide that, for new motor 

vehicles, the option of replacement, as described in the bill, 
or restitution, as described in the bill, is in the buyer. The bill 
would also require the New Motor Vehicle Board to certify 
arbitration processes for disputes relating to warranties. The 
bill would require the board to establish fees for the 
certification of arbitration processes. 
The bill would also reguircri require the dcpnrtmcnt State 
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Board of Equalization to make a refund of prorated 4 
eg3traton and liccnsc fees reimburse the manufacturer in J 

an amount equal to the sales tax paid for vehicles for which 
a manufacturer provides to the buyer a replacement or 
restitution, as specified and. The bill would, thereby makes , 
make an appropriation of amounts necessary to pay those 
claims. The bill a4se requires the State Board of Equalization 
to refund aalc3 #ax to the manufacturers for vchicic3 for which 
the munufacturcr pr0vidc3 a replacement e makc 
'e3titution a4 thereby, makes ffn appropriation of amounts 
ncccary to pey thee claim3. 

Vote: %. Appropriation: yes. Fiscal committee: yes. 
State-mandated local program: no. 

The people of the State of California do enact as follows.-

1 SECTION 1. Section 1793.2 of the Civil Code is 
2 amended to read: 
3 1793.2. (a) Every manufacturer of consumer goods 
4 sold in this state and for which the manufacturer has 
5 made an express warranty shall: 
6 (1) Maintain in this state sufficient service and repair 
7 facilities reasonably close to all areas where its consumer 
8 goods are sold to carry out the terms of such warranties 
9 or designate and authorize in this state as service and 
10 repair facilities independent repair or service facilities 
11 reasonably close to all areas where its consumer goods are 
12 sold to carry out the terms of such warranties. 
13 As a means of complying with this paragraph, a 
14 manufacturer may enter into warranty service contracts 
15 with independent service and repair facilities. The 
16 warranty service contracts may provide for a fixed 
17 schedule of rates to be charged for warranty service or 
18 warranty repair work, however, the rates fixed by such 
19 contracts shall be in conformity with the requirements of 
20 subdivision (c) of Section 1793.3. The rates established 
21 pursuant to subdivision (c) of Section 1793.3, between the 
22 manufacturer and the independent service and repair 
23 facility, shall not preclude a good-faith discount which is 
24 reasonably related to reduced credit and general 

4. 
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1 overhead cost factors arising from the manufacturer's 
2 payment of warranty charges direct to the independent 
3 service and repair facility. The warranty service contracts 
4 authorized by this paragraph shall not be executed to 
5 cover a period of time in excess of one year. 
6 (2) In the event of a failure to comply with paragraph 

) 7 ( 1), be subject to Section 1793.5. 
8 (b) Where service and repair facilities are maintained 
9 in this state and service or repair of the goods is necessary 
10 because they do not conform with the applicable express 
11 warranties, service and repair shall be commenced 
12 within a reasonable time by the manufacturer or its 
13 representative in this state. Unless the buyer agrees in 
14 writing to the contrary, the goods shall be serviced or 
15 repaired so as to conform to the applicable Warranties 
16 within 30 days. Delay caused by conditions beyond the 
17 control of the manufacturer or. his representatives shall 
18 extend this 30-day requirement. Where delay arises, 
19 conforming goods shall be tendered as soon as possible 
) following termination of the condition giving rise to the 

21 delay. 
22 (c) The buyer shall deliver nonconforming goods to 
23 the manufacturer's service and repair facility within this 
24 state, unless, due to reasons of size and weight, or method 

J 25 of attachment, or method of installation, or nature of the 
26 nonconformity, delivery cannot reasonably be 
27 accomplished. If the buyer cannot return the 
28 nonconforming goods for any of these reasons, he or she 
29 shall notify the manufacturer or its nearest service and 
30 repair facility within the state. Written notice of 
31 nonconformity to the manufacturer or its service and 
32 repair facility shall constitute return of the goods for 

• 33 purposes of this section. Upon receipt of notice of 
34 nonconformity, the manufacturer shall, at its option, 
35 service or repair the goods at the buyer's residence, or 
36 pick up the goods for service and repair, or arrange for 
37 transporting the goods to its service and repair facility. 
38 All reasonable costs of transporting the goods when a 
39 buyer cannot return them for any of these reasons shall 
40 be at the manufacturer's expense. The reasonable costs of 
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1 transporting nonconforming goods after delivery to the 
2 service and repair facility until return of the goods to the 
3 buyer shall be at the manufacturer's expense. 
4 (d) ( 1) Except as provided in paragraph (2), if the 
5 manufacturer or its representative in this state does not 
6 service or repair the goods to conform to the applicable 
7 express warranties after a reasonable number of 
8 attempts, the manufacturer shall either replace the goods 
9 or reimburse the buyer in an amount equal to the 
10 purchase price paid by the buyer, less that amount 
11 directly attributable to use by the buyer prior to the 
12 discovery of the nonconformity. 
13 (2) If the manufacturer or its representative in this 
14 state is unable to service or repair a new motor vehicle, 
15 as that term is defined in subparagraph (B) of paragraph 
16 (4) of subdivision (e), to conform to the applicable 
17 express warranties after a reasonable number of 
18 attempts, the manufacturer shall, at the option of the 
19 buyer, either promptly replace the new motor vehicle in 
20 accordance with subparagraph (A) or promptly make 
21 restitution to the buyer in accordance with subparagraph 
22 (B). 
23 (A) When the buyer exercises the option of 
24 replacement, the manufacturer shall replace the buyer's 
25 vehicle with a new motor vehicle substantially identical 
26 to the vehicle replaced. The manufacturer shall bear the 
27 burden of any increase in the price of the replacement 
28 over the price of the vehicle replaced. The replacement 
29 vehicle shall be accompanied by all express and implied 
30 warranties that normally accompany new motor vehicles 
31 of that specific kind. The manufacturer also shall pay for, 
32 or to, the buyer the amount of any sales tax, license fees, 
33 registration fees, and other official fees which the buyer 
34 is obligated to pay in connection with the replacement, 
35 plus any incidental damages to which the buyer is 
36 entitled under Section 1794, including, but not limited to, 
37 reasonable repair, towing, and rental car costs actuafly 
38 incurred by the buyer. 
39 (B) When the buyer exercises the option of 
40 restitution, the manufacturer shall make restitution in an 
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1 amount equal to the full contract price paid or payable by 
2 the buyer, including any charges for transportation and 
3 installed options, and any collateral charges such as sales 
4 tax, license fees, registration fees, and other official fees, 
5 plus any incidental damages to which the buyer is 
6 entitled under Section 1794, including, but not limited to, 
7 reasonable repair, towing, and rental car costs actually 
8 incurred by the buyer. The amount to be paid by the 
9 manufacturer to the buyer under this subparagraph shall 
10 be reduced by that amount directly attributable to use by 
11 the buyer prior to the discovery of the nonconformity. 
12 (C) Nothing in this paragraph shall in any way limit 
13 the rights or remedies available to the buyer under any 
14 other law. 
15 (e) ( 1) It shall be presumed that a reasonable number 
16 of attempts have been made to conform a new motor 
17 vehicle to the applicable express warranties if, within one 
18 year from delivery to the buyer or 12,000 miles, 
19 whichever occurs first, either (A) the same 
) nonconformity has been subject to repair four or more 

21 times by the manufacturer or its agents and the buyer has 
22 at least once directly notified the manufacturer of the 
23 need for the repair of the nonconformity, or (B) the 
24 vehicle is out of service by reason of repair of 
25 nonconformities by the manufacturer or its agents for a 
26 cumulative total of more than 30 calendar days since 
27 delivery of the vehicle to the buyer. The 30-day limit shall 
28 be extended only if repairs cannot be performed due to 
29 conditions beyond the control of the manufacturer or its 
30 agents. The buyer shall be required to directly notify the 
31 manufacturer pursuant to subparagraph (A) only if the 
32 manufacturer has clearly and conspicuously disclosed to 
33 the buyer, with the warranty or the owner's manual, the 
34 provisions of this subdivision and that of subdivision (d), 
35 including the requirement that the buyer must notify the 
36 manufacturer directly pursuant to subparagraph (A). 
37 This presumption shall be a rebuttable presumption 
38 affecting the burden of proof in y action to enforce the 
39 buy cre rightø under aubdiviaion riball not be 
40 conøtruod to limit thew rights., and it may be asserted 
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1 by the buyer in any civil action, small claims court action, 
2 or other formal or informal proceeding 
3 (2) If a qualified third party dispute resolution process 
4 exists, and the buyer receives timely notification in 
5 writing of the availability of a third party process with a 
6 description of its operation and effect, the presumption 
7 in paragraph ( 1) may not be asserted by the buyer until 
8 after the buyer has initially resorted to the third party 
9 process as required in paragraph (3). Notification of the 
10 availability of the third party process is not timely if the 
11 buyer suffers any prejudice resulting from any delay in 
12 giving the notification. If a qualified third party dispute 
13 resolution process does not exist, or if the buyer is 
14 dissatisfied with the third party decision, or if the 
15 manufacturer or its agent neglects to promptly fulfill the 
16 terms of such third party decision, the buyer may assert 
17 the presumption provided in paragraph ( 1) in an action 
18 to enforce the buyer's rights under subdivision (d). The 
19 findings and decision of the third party shall be 
20 admissible in evidence in the action without further 
21 foundation. Any period of limitation of actions under any 
22 federal or California laws with respect to any person shall 
23 be extended for a period equal to the number of days 
24 between the date a complaint is filed with a third party 
25 dispute resolution process and the date of its decision or 
26 the date before which the manufacturer or its agent is 
27 required by the decision to fulfill its terms, whichever 
28 occurs later. 
29 (3) A qualified third party dispute resolution process 
30 shall be one that meets all of the following criteria: 
31 (A) Complies with the Federal Trade Commission's 
32 minimum requirements for informal dispute settlement 
33 procedures as set forth in the Commission's regulations in 
34 Part 703 of Title 16 of Code of Federal Regulations. 
35 (B) Renders decisions which are binding on the 
36 manufacturer if the buyer elects to accept the decision. 
37 (C) Prescribes a reasonable time, not to exceed 30 
38 days, within which the manufacturer or its agents must 
39 fulfill the terms of those decisions. 
40 (D) Provides written materials to those individuals 
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1 who conduct investigations and who make, or participate 
2 in making, decisions for the process which, at a minimum, 
3 include the provisions of the Federal Trade Commission's 
4 regulations in Part 703 of Title 16 of the Code of Federal 
5 Regulations and the provisions of this chapter. 

) 6 (E) At the request of the arbitrator or a majority of 
7 the arbitration panel, provides for an inspection and 
8 report on the condition of a nonconforming motor 
9 vehicle by an automobile expert independent of the 
10 manufacturer at no cost to the buyer. 
11 (F) Renders decisions which incorporate 
12 consideration of, and can provide the rights and remedies 
13 conferred in, the Federal Trade Commission's 
14 regulations in Part 703 of Title 16 of the Code of Federal 
15 Regulations and Ow provision of this chapter. 
16 *F+ 
17 (G) Has been certified by the New Motor Vehicle 
18 Board pursuant to subdivision -( (e) of Section 3050 of 
19 the Vehicle Code. 
20 (4) For the purposes of subdivision (d) and this 
21 subdivision the following terms have the following 
22 meanings: 
23 (A) "Nonconformity" means a nonconformity which 

\ 24 substantially impairs the use, value, or safety of the new 
' 25 motor vehicle. 

26 (B) "New motor vehicle" means a new motor vehicle 
27 which is used or bought for use primarily for personal, 
28 family, or household purposes. "New motor vehicle" 
29 includes a dealer-owned vehicle and a "demonstrator" or 
30 other motor vehicle sold with a manufacturer's new car 
31 warranty, but does not include a motorcycle, motorhome, 
32 motor vehicle which is not registered under the Vehicle 

0 33 Code because it is to be operated or used exclusively off 
34 the highways, or any vehicle purchased solely for 
35 commercial or industrial use. 
36 SEC. 0. Seetion 6OO2 e addcd to the Revenue mtd 
37 Tixation Code, to road; 
38 69N.. Upon receipt of proof to 4e 3athJfaction Owt 
39 30.100 tan has been paid te the state Oft the sele of it new 

P 40 motor vehicle, and Owt the new motor vehicle he9 been 
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1 by the buyer in any civil action, small claims court action, 4 1 
2 or other formal or informal proceeding. 
3 (2) If a qualified third party dispute resolution process 
4 exists, and the buyer receives timely notification in 
5 writing of the availability of a third party process with a 
6 description of its operation and effect, the presumption 
7 in paragraph ( 1) may not be asserted by the buyer until 
8 after the buyer has initially resorted to the third party 
9 process as required in paragraph (3). Notification of the 
10 availability of the third party process is not timely if the : 
11 buyer suffers any prejudice resulting from any delay in 
12 giving the notification. If a qualified third party dispute 
13 resolution process does not exist, or if the buyer is 
14 dissatisfied with the third party decision, or if the 
15 manufacturer or its agent neglects to promptly fulfil the 
16 terms of such third party decision, the buyer may assert 
17 the presumption provided in paragraph ( 1) in an action 
18 to enforce the buyer's rights under subdivision (d). The 
19 findings and decision of the third party shall be 
20 admissible in evidence in the action without further (. 
21 foundation. Any period of limitation of actions under any 
22 federal or California laws with respect to any person shall 
23 be extended for a period equal to the number of days 
24 between the date a complaint is filed with a third party 
25 dispute resolution process and the date of its decision or 
26 the date before which the manufacturer or its agent is 
27 required by the decision to fulfill its terms, whichever 
28 occurs later. 
29 (3) A qualified third party dispute resolution process 
30 shall be one that meets all of the following criteria: 
31 (A) Complies with the Federal Trade Commission's 
32 minimum requirements for informal dispute settlement 
33 procedures as set forth in the Commission's regulations in 
34 Part 703 of Title 16 of Code of Federal Regulations. 
35 (B) Renders decisions which are binding on the 
36 manufacturer if the buyer elects to accept the decision. 
37 (C) Prescribes a reasonable time, not to exceed 30 
38 days, within which the manufacturer or its agents must 
39 fulfill the terms of those decisions. 
40 (D) Provides written materials to those individuals It 
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1 who conduct investigations and who make, or participate 
2 in making, decisions for the process which, at a minimum, 
3 include the provisions of the Federal Trade Commission's 
4 regulations in Part 703 of Title 16 of the Code of Federal 
5 Regulations and the provisions of this chapter. 
6 (E) At the request of the arbitrator or a majority of 
7 the arbitration panel, provides for an inspection and 
8 report on the condition of a nonconforming motor 
9 vehicle by an automobile expert independent of the 
10 manufacturer at no cost to the buyer. 
11 (F) Renders decisions which incorporate 
12 consideration of, and can provide the rights and remedies 
13 conferred in, the Federal Trade Commission's 
14 regulations in Part 703 of Title 16 of the Code of Federal 
15 Regulations and the pro-visions of this chapter. 

$ 

p 

16 4 
17 (G) Has been certified by the New Motor Vehicle 
18 Board pursuant to subdivision -(ft (e) of Section 3050 of 
19 the Vehicle Code. 
20 (4) For the purposes of subdivision (d) and this 
21 subdivision the following terms have the following 
22 meanings: 
23 (A) "Nonconformity" means a nonconformity which 
24 substantially impairs the use, value, or safety of the new 
25 motor vehicle. 
26 (B) "New motor vehicle" means a new motor vehicle 
27 which is used or bought for use primarily for personal, 
28 family, or household purposes. "New motor vehicle" 
29 includes a dealer-owned vehicle and a "demonstrator" or 
30 other motor vehicle sold with a manufacturer's new car 
31 warranty, but does not include a motorcycle, motorhome, 
32 motor vehicle which is not registered under the Vehicle 
33 Code because it is to be operated or used exclusively off 
34 the highways, or any vehicle purchased solely for 
35 commercial or industrial use. 
36 SEC. & Section 6OO2 ie added to the Revenue eid 
37 Txnlion Cod c; to rcad: 
38 6OO2.. Upon receipt of proof to i4e 0nti2fact10n Owt 
39 m1oo has been paid to 4he stake on the sale ef it new 
40 motor vehicle, and Owt 4he new motor vchicic has been 
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1 replaced by the manufacturer or the# the manufacturer 
2 has made restitution to the buyer, es, provided b' 
3 paragraph 42r)- of aubdiviDion 43 of Section 1703.2 of the 
4 Civil Code, the board oholl rofund the sales, #oi to the 
5 vehicle manufacturer. The board tmy adopt ruby and 
6 regulations that it deem n0c0300ry or appropriate to 
7 curry eiit facilitate compliance with, e prevent 
8 circumvention or cvaoion ef this section. 
9 SEC. & Section 10000 is added to the Revenue and 
10 Taxation Code, to read; 
11 10000. If a manufacturer of a new motor vehicle 
12 replacoo the vehicle er makes restitution to the buyer, ea 
13 provided by paragraph . 2* of oubdiviion 4d. of Section 
14 1703.0 of the Civil Code, prior to the expiration ef the 
15 registration year fe, which the liccn3c fee hoe been paid, 
16 the department shall refund that pe+ of the fee which 
17 beer@ the same proportion to the total liecn3o fee paid as 
18 that port of the registration year beginning en the date 
19 the vehicle is tran2krrod to the manufacturer and ending 
20 en the date the registration year expire bearo to the total 
21 registration year of the vehicle. The department may 
22 adopt nileo and rcgulationi:i it decmn neccx1ary to carry 
23 ert this 3ccton. 
24 SEC.4 
25 SEC. 2 Section 1793.25 is added to the Civil Code, to 
26 read: 
27 1793.25. (a) Notwithstanding Fart 1 (commencing 
28 with Section 6(1)1) of Division 2 of the Revenue and 
29 Taxation Code, the State Board of Equalization shall 
30 reimburse the manufacturer of a new motor vehicle for 
31 an amount equal to the sales tax which the manufacturer 
32 includes in making restitution to the buyer pursuant to 
33 subparagraph (B) of paragraph (2) of subdivision (d) of 
34 Section 1793.2; when satisfactory proof is provided that 
35 the retailer of the motor vehicle for which the 
36 manufacturer is making restitution has reported and paid 
37 the sales tax on the gross receipts from the sale of that 
38 motor vehicle. The State Board of Equalization may 
39 adopt rules and regulations that it deems necessary or 
40 appropriate to carry out, facilitate compliance with, or 
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1 prevent circumvention or evasion 01 this section. 
2 (b) Nothing in this section shall in any way change the 
3 application of the sales and use tax to the gross receipts 
4 and the sales price from the sale, and the storage, use, or 
5 other consumption, in this state of tangible personal 
6 property pursuant to Part 1 (commencing with Section 
7 &*91) of Division 2 of the Revenue and Taxation Code. 
8 SEC. 3. Section 3050 of the Vehicle Code is amended 
9 to read: 
10 3050. The board shall do all of the following: 
11 (a) Adopt rules and regulations in accordance with 
12 Chapter 3.5 (commencing with Section 11340) of Part 1 
13 of Division 3 of Title 2 of the Government Code 
14 governing such matters as are specifically committed to 
15 its jurisdiction. 
16 (b) Hear and consider, within the limitations and in 
17 accordance with the procedure provided, an appeal 
18 presented by an applicant for, or holder of, a license as a 
19 new motor vehicle dealer, manufacturer, manufacturer 
20 branch, distributor, distributor branch, or representative 
21 when the applicant or licensee submits an appeal 
22 provided for in this chapter from a decision arising out of 
23 the department. 
24 (c) Consider any matter concerning the activities or 
25 practices of any person applying for or holding a license 
26 as a new motor vehicle dealer, manufacturer, 
27 manufacturer branch, distributor, distributor branch, or 
28 representative pursuant to Chapter 4 (commencing with 
29 Section 11700) of Division 5 submitted by any person. A 
30 member of the board who is a new motor vehicle dealer 
31 may not participate in, hear, comment, advise other 
32 members upon, or decide any matter considered by the 
33 board pursuant to this subdivision that involves a dispute 
34 between a franchisee and franchisor. After such 
35 consideration, the board may do any one or any 
36 combination of the following: 
37 (1) Direct the department to conduct investigation of 
38 matters that the board deems reasonable, and make a 
39 written report on the results of the investigation to the 
40 board within the time specified by the board. 
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1 (2) Undertake to arbitrate amicably or resolve any 
2 honest difference of opinion or viewpoint existing 
3 between any member of the public and any new motor 
4 vehicle dealer, manufacturer, manufacturer branch, 
5 distributor branch, or representative. 
6 (3) Order the department to exercise any and all 
7 authority or power that the department may have with 
8 respect to the issuance, renewal, refusal to renew, 
9 suspension, or revocation of the license of any new motor 
10 vehicle dealer, manufacturer, manufacturer branch, 
11 distributor, distributor branch, or representative as such 
12 license is required under Chapter 4 (commencing with 
13 Section 11700) of Division 5. 
14 (d) Hear and consider, within the limitations and in 
15 accordance with the procedure provided, a protest 
16 presented by a franchisee pursuant to Section 3060, 3062, 
17 3064, or 3065. A member of the board who is a new motor 
18 vehicle dealer may not participate in, hear, comment, 
19 advise other members upon, or decide, any matter 
20 involving a protest filed pursuant to Article 4 
21 (commencing with Section 3060). 
22 (e) Certify that each third-party dispute resolution 
23 process used for the arbitration of disputes pursuant to 
24 paragraph (2) of subdivision (e) of Section 1793.2 of the 
25 Civil Code is a qualified third-party dispute resolution 
26 process as provided in paragraph (3) of subdivision ( e) of 
27 Section 1793.2 of the Civil Code. Each new motor vehicle 
28 manufacturer, manufacturer branch, distributor, or 
29 distributor branch that utilizes a third-party dispute 
30 resolution process, and that seeks to have that process 
31 certified by the board, shall provide to the board any and 
32 all information that the board determines is necessary for 
33 cortification to enable the board to perform its duties 
34 under this subdivision. Certification of any particular 
35 third-party dispute resolution process is a condition 
36 precedent to the application of paragraph (2) of 
37 subdivision (e) of Section 1793.2 of the Civil Code with 
38 respect to that process. If a manufacturer, manufacturer 
39 branch, distributor, or distributor branch does not utilize 
40 a certified third-party dispute resolution process, the 
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1 board shall designate a certified third-party dispute 
2 resolution process to arbitrate, at the expense of the 
3 manufacturer, manufacturer branch, distributor, or 
4 distributor branch, the disputes of consumers who have 
5 purchased new motor vehicles which were initially 
6 acquired from that manufacturer, manufacturer branch, 
7 distributor, or distributor branch. The board may 
8 suspend or revoke the certification of any third-party 
9 dispute resolution process upon a determination that the 
10 process does not comply with all the requirements of 
11 paragraph (3) of subdivision (e) of Section 1793.2 of the 
12 Civil Code. 
13 LEC. 
14 SEC. 4. Section 3050.9 is added to the Vehicle Code, 
15 to read: 
16 3050.9. The board shall establish a schedule of fees to 
17 be charged to fund fully the costs associated with the 
18 certification of third-party dispute resolution processes 
19 conducted pursuant to subdivision (e) of Section 3050. 
20 The schedule of fees shall include a fixed annual fee, the 
21 amount of which shall be determined by the board, which 
22 shall be charged each manufacturer, manufacturer 
23 branch, distributor, and distributor branch subject to this 
24 chapter. 
25 SEC. & Soction 2235 is added to the Vohiclo Codo, 
26 te read: 
21 4MA f a manufecturor of & new motor vehicle 
28 roplucca the vehicle er mak00 restitution to the buyor, ag 
29 provided by paragraph 4* of 3ubdiviaion ef Eoction 
30 1793.2 e4 the Civil Codo, prior to the expiration ef the 
31 registration your fee which the licon3c he9 boon paid, the 
32 doportmont hall refund thee part ef the fee which bears 
33 the same proportion to the total registration fee paid 
34 that part of e registration year beginning on the dote 
35 the vehicle is transferred to the manufacturor and onding 
36 on the dote the registration year oxpiro beers to the total 
37 rogi3tration year of the vehicle. The dopurtmont my 
38 adopt r*Ae@ and regulations 4 deems nocoruiy to carry 
39 eut thig ooction. 
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AMENDED IN SENATE JULY 9, 1986 

• AMENDED IN ASSEMBLY MAY 19, 1986 

AMENDED IN ASSEMBLY APRIL 15, 1986 

CALIFORNIA LEGISLATURE-1985--86 REGULAR SESSION 

ASSEMBLY BILL No. 3611 

Introduced by Assembly Members Tanner, Clute, Hauser, 
Molina, and Moore 

(Coauthors: Senators Dills, Leroy Greene, McCorquodale, 
Torres, and Watson) 

February 20, 1986 

S 

An act to amend Section 1793.2 of, and to add Section 
1793.25 to, the Civil Code, to amend Section 7102 of the 
Revenue and Taxation Code, and to amend Section 3050 of, 
and to add Section 3050.9 to, the Vehicle Code, relating to 
vehicles, and making an appropriation therefor. 

LEGISLATIVE COUNSELS DIGEST 

AB 3611, as amended, Tanner. Vehicle warranties. 
Under existing law, a manufacturer who is unable to service 

or repair goods, including motor vehicles, to conform to 
applicable express warranties after a reasonable number of 
attempts is required to either replace the vehicle or 
reimburse the buyer, as specified. 
This bill would expressly provide that, for new motor 

vehicles, the option of repitteement as dccribcd ift the bi44 
er restitution, ea dccribcd in the bi44 is ift the buyer may elect 
restitution in lieu of replacement. The bill would also require 
the New Motor Vehicle Board to certify arbitration processes 
for disputes relating to warranties. The bill would require the 
board to establish fees for the certification of arbitration 
processes. 
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The bill would also require the State Board of Equalization 
to reimburse the manufacturer in an amount equal to the 
sales tax paid for vehicles for which a manufacturer provides 
to the buyer restitution, as specified. The bill would, thereby, 
make an appropriation of amounts necessary to pay those 
claims. 
Vote: %. Appropriation: yes. Fiscal committee: yes. 

State-mandated local program: no. 

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

1 SECTION 1. Section 1793.2 of the Civil Code is 
2 amended to read: 
3 1793.2. (a) Every manufacturer of consumer goods 
4 sold in this state and for which the manufacturer has 
5 made an express warranty shall: 
6 (1) Maintain in this state sufficient service and repair 
7 facilities reasonably close to all areas where its consumer 
8 goods are sold to carry out the terms of such warranties 
9 or designate and authorize in this state as service and 
10 repair facilities independent repair or service facilities 
11 reasonably close to all areas where its consumer goods are 
12 sold to carry out the terms of such warranties. 
13 As a means of complying with this paragraph, a 
14 manufacturer may enter into warranty service contracts 
15 with independent service and repair facilities. The 
16 warranty service contracts may provide for a fixed 
17 schedule of rates to be charged for warranty service or 
18 warranty repair work, however, the rates fixed by such 
19 contracts shall be in conformity with the requirements of 
20 subdivision (c) of Section 1793.3. The rates established 
21 pursuant to subdivision (c) of Section 1793.3, between the 
22 manufacturer and the independent service and repair 
23 facility, shall not preclude a good-faith discount which is 
24 reasonably related to reduced credit and general 
25 overhead cost factors arising from the manufacturer's 
26 payment of warranty charges direct to the independent 
27 service and repair facility. The warranty service contracts 
28 authorized by this paragraph shall not be executed to 
29 cover a period of time in excess of one year. 

C 
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1 (2) In the event of a failure to comply with paragraph 
2 ( 1), be subject to Section 1793.5. 
3 (b) Where service and repair facilities are maintained 
4 in this state and service or repair of the goods is necessary 
5 because they do not conform with the applicable express 
6 warranties, service and repair shall be commenced 
7 within a reasonable time by the manufacturer or its 
8 representative in this state. Unless the buyer agrees in 
9 writing to the contrary, the goods shall be serviced or 
10 repaired so as to conform to the applicable warranties 
11 within 30 days. Delay caused by conditions beyond the 
12 control of the manufacturer or his representatives shall 
13 extend this 30-day requirement. Where delay arises, 
14 conforming goods shall be tendered as soon as possible 
15 following termination of the condition giving rise to the 
16 delay. 
17 (c) The buyer shall deliver nonconforming goods to 
18 the manufacturer's service and repair facility within this 
19 state, unless, due to reasons of size and weight, or method 
20 of attachment, or method of installation, or nature of the 
21 nonconformity, delivery cannot reasonably be 
22 accomplished. If the buyer cannot return the 
23 nonconforming goods for any of these reasons, he or she 
24 shall notify the manufacturer or its nearest service and 
25 repair facility within the state. Written notice of 
26 nonconformity to the manufacturer or its service and 
27 repair facility shall constitute return of the goods for 
28 purposes of this section. Upon receipt of notice of 
29 nonconformity, the manufacturer shall, at its option, 
30 service or repair the goods at the buyer's residence, or 
31 pick up the goods for service and repair, or arrange for 
32 transporting the goods to its service and repair facility. 
33 All reasonable costs of transporting the goods when a 
34 buyer cannot return them for any of these reasons shall 
35 be at the manufacturer's expense. The reasonable costs of 
36 transporting nonconforming goods after delivery to the 
37 service and repair facility until return of the goods to the 
38 buyer shall be at the manufacturer's expense. 
39 (d) ( 1) Except as provided in paragraph (2), if the 
40 manufacturer or its representative in this state does not 
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1 service or repair the goods to conform to the applicable 
2 express warranties after a reasonable number of 
3 attempts, the manufacturer shall either replace the goods 
4 or reimburse the buyer in an amount equal to the 
5 purchase price paid by the buyer, less that amount 
6 directly attributable to use by the buyer prior to the 
7 discovery of the nonconformity. 
8 (2) If the manufacturer or its representative in this 
9 state is unable to service or repair a new motor vehicle, 
10 as that term is defined in subparagraph (B) of paragraph 
11 (4) of subdivision (e), to conform to the applicable 
12 express warranties after a reasonable number of 
13 attempts, the manufacturer shall ; at the option ec the 
14 buyer, either promptly replace the new motor vehicle in 
15 accordance with subparagraph (A) or promptly make 
16 restitution to the buyer in accordance with subparagraph 
17 +E+-
18 44)- When the buyer cxcrcic3 the option ec (B); 
19 provided, however, that the buyer may elect restitution 
20 in lieu of replacement and in no event shall the buyer be 
21 required to accept a replacement vehicle that the buyer 
22 finds unsatisfactory. 
23 (A) In the case ofreplacement, the manufacturer shall 
24 replace the buyer's vehicle with a new motor vehicle 
25 substantially identical to the vehicle replaced. The 
26 monufacturcr shall beer the burden ectyincrcacthe 
27 price ec the rcpinccmcnt ovcr the pricc ec the vehicle 
28 replaced. The replacement vehicle shall be accompanied 
29 by all express and implied warranties that normally 
30 accompany new motor vehicles of that specific kind. The 
31 manufacturer also shall pay for, or to, the buyer the 
32 amount of any sales tax, license fees, registration fees, and 
33 other official fees which the buyer is obligated to pay in 
34 connection with the replacement, plus any incidental 
35 damages to which the buyer is entitled under Section 
36 1794, including, but not limited to, reasonable repair, 
37 towing, and rental car costs actually incurred by the 
38 buyer. 
39 (B) When the buyer cxcrcici the option In the case 
40 of restitution, the manufacturer shall make restitution in 

E 

I 

( 

it 

V 

96120 

794



-5— AB 3611 

It 

10 

S 

1 an amount equal to the full contract price paid or payable 
2 by the buyer, including any charges for transportation 
3 and installed options, and any collateral charges such as 
4 sales tax, license fees, registration fees, and other official 
5 fees, plus any incidental damages to which the buyer is 
6 entitled under Section 1794, including, but not limited to, 
7 reasonable repair, towing, and rental car costs actually 
8 incurred by the buyer. The amount to be paid by the 
9 manufacturcr to the buyer under th4s subparagraph 964 
10 be rcduccd by Owt amount directly attributable to use by 
11 the buyer prior to the digeevery of the nonconformity. 
12 G) 
13 (C) When the manufacturer replaces the new motor 
14 vehicle pursuant to subparagraph (A), the manufacturer 
15 may require the buyer to reimburse the manufacturer in 
16 an amount directly attributable to use by the buyer of the 
17 replaced vehicle prior to discovery of the nonconformity. 
18 When restitution is made pursuant to subparagraph (B), 
19 the amount to be paid by the manufacturer to the buyer 
20 may be reduced by the manufacturer by that amount 
21 directly attributable to use by the buyer prior to 
22 discovery of the nonconformity. Nothing in this 
23 paragraph shall in any way limit the rights or remedies 
24 available to the buyer under any other law. 
25 (e) ( 1) It shall be presumed that a reasonable number 
26 of attempts have been made to conform a new motor 
27 vehicle to the applicable express warranties if, within one 
28 year from delivery to the buyer or 12,000 miles, 
29 whichever occurs first, either (A) the same 
30 nonconformity has been subject to repair four or more 
31 times by the manufacturer or its agents and the buyer has 
32 at least once directly notified the manufacturer of the 
33 need for the repair of the nonconformity, or (B) the 
34 vehicle is out of service by reason of repair of 
35 nonconformities by the manufacturer or its agents for a 
36 cumulative total of more than 30 calendar days since 
37 delivery of the vehicle to the buyer. The 30-day limit shall 
38 be extended only if repairs cannot be performed due to 
39 conditions beyond the control of the manufacturer or its 
40 agents. The buyer shall be required to directly notify the 
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1 manufacturer pursuant to subparagraph (A) only if the 
2 manufacturer has clearly and conspicuously disclosed to 
3 the buyer, with the warranty or the owner's manual, the 
4 provisions of this subdivision and that of subdivision (d), 
5 including the requirement that the buyer must notify the 
6 manufacturer directly pursuant to subparagraph (A). 
7 This presumption shall be a rebuttable presumption I 
8 affecting the burden of proof, and it may be asserted by 
9 the buyer in any civil action, small claims court action, or 
10 other formal or informal proceeding. 
11 (2) If a qualified third party dispute resolution process 
12 exists, and the buyer receives timely notification in 
13 writing of the availability of a third party process with a 
14 description of its operation and effect, the presumption 
15 in paragraph ( 1) may not be asserted by the buyer until 
16 after the buyer has initially resorted to the third party 
17 process as required in paragraph (3). Notification of the 
18 availability of the third party process is not timely if the 
19 buyer suffers any prejudice resulting from any delay in 
20 giving the notification. If a qualified third party dispute 
21 resolution process does not exist, or if the buyer is 
22 dissatisfied with the third party decision, or if the 
23 manufacturer or its agent neglects to promptly fulfill the 
24 terms of such third party decision, the buyer may assert 
25 the presumption provided in paragraph ( 1) in an action (It 
26 to enforce the buyer's rights under subdivision (d). The 
27 findings and decision of the third party shall be 
28 admissible in evidence in the action without further 
29 foundation. Any period of limitation of actions under any 
30 federal or California laws with respect to any person shall 
31 be extended for a period equal to the number of days 
32 between the date a complaint is filed with a third party 
33 dispute resolution process and the date of its decision or 
34 the date before which the manufacturer or its agent is Ir 

35 required by the decision to fulfil its terms, whichever 
36 occurs later. 
37 (3) A qualified third party dispute resolution process 
38 shall be one that meets all of the following criteria: 
39 (A) Complies with the Federal Trade Commission's 
40 minimum requirements for informal dispute settlement 
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1 procedures as set forth in the Commission's regulations in 
2 Part 703 of Title 16 of Code of Federal Regulations. 
3 (B) Renders decisions which are binding on the 
4 manufacturer if the buyer elects to accept the decision. 
5 (C) Prescribes a reasonable time, not to exceed 30 
6 days, within which the manufacturer or its agents must 
7 fulfill the terms of those decisions. 
8 (D) Provides written materials to those individuals 
9 who conduct investigations and who make, or participate 
10 in making, decisions for the process which, at a minimum, 
11 include the provisions of the Federal Trade Commission's 
12 regulations in Part 703 of Title 16 of the Code of Federal 
13 Regulations and the provisions of this chapter. 
14 (E) At the request of the arbitrator or a majority of the 
15 arbitration panel, provides for an inspection and report 
16 on the condition of a nonconforming motor vehicle by an 
17 automobile expert independent of the manufacturer at 
18 no cost to the buyer. 
19 (F) Renders decisions which incorporate 
20 consideration of, and can provide the rights and remedies 
21 conferred in, the Federal Trade Commission's 
22 regulations in Part 703 of Title 16 of the Code of Federal 
23 Regulations and this chapter. 
24 (G) Has been certified by the New Motor Vehicle 
25 Board pursuant to subdivision (e) of Section 3050 of the 
26 Vehicle Code. 
27 (4) For the purposes of subdivision (d) and this 
28 subdivision the following terms have the following 
29 meanings: 
30 (A) "Nonconformity" means a nonconformity which 
31 substantially impairs the use, value, or safety of the new 
32 motor vehicle. 
33 (B) "New motor vehicle" means a new motor vehicle 
34 which is used or bought for use primarily for personal, 
35 family, or household purposes. "New motor vehicle" 
36 includes a dealer-owned vehicle and a "demonstrator" or 
31 other motor vehicle sold with a manufacturer's new car 
38 warranty, but does not include a motorcycle, ntetorhomc, 
39 a motorhome, or a motor vehicle which is not registered 
40 under the Vehicle Code because it is to be operated or 
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1 used exclusively off the highways, or en,' vehicle E 
2 purchased Qolcly for commercial or induntriul tme. the 
3 highways. 
4 SEC. 2. Section 1793.25 is added to the Civil Code, to 
5 read: 
6 1793.25. (a) Notwithstanding Part 1 (commencing 
7 with Section 6001) of Division 2 of the Revenue and 
8 Taxation Code, the State Board of Equalization shall 
9 reimburse the manufacturer of a new motor vehicle for 
10 an amount equal to the sales tax which the manufacturer 
11 includes in making restitution to the buyer pursuant to 
12 subparagraph ( B) of paragraph (2) of subdivision (d) of 
13 Section 1793.2, when satisfactory proof is provided that 
14 the retailer of the motor vehicle for which the 
15 manufacturer is making restitution has reported and paid 
16 the sales tax on the gross receipts from the sale of that 
17 motor vehicle. The State Board of Equalization may 
18 adopt rules and regulations that it deems necessary or 
19 appropriate to carry out, facilitate compliance with, or 
20 prevent circumvention or evasion of, this section. 
21 (b) Nothing in this section shall in any way change the tr 

22 application of the sales and use tax to the gross receipts 
23 and the sales price from the sale, and the storage, use, or 
24 other consumption, in this state of tangible personal 
25 property pursuant to Part 1 (commencing with Section 1 
26 6001) of Division 2 of the Revenue and Taxation Code. 
27 SEC  .& 
28 (c) The manufacturer's claim for reimbursement and 
29 the board's approval or denial of the claim shall be suLject 
30 to the provisions of Article 1 (commencing with Section 
31 6901) of Chapter 7 o Part 1 of Division 2ofthe Revenue 
32 and Taxation Code, except Sections 6902.1, 6903, 6907, 
33 and 6908, insofar as those provisions are not inconsistent 
34 with this section. 
35 SEC. 3. Section 7162 of the Revenue and Taxation 
36 Code, as amended by Chapter 41 of the Statutes of 1986, 
37 is amended to read: 
38 7102. The money in the fund shall, upon order of the 
39 Controller, be drawn therefrom for refunds under this 
40 part, and pursuant to Section 1793.25 of the Civil Code, r 
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1 or be transferred in the following manner: 
2 (a) (1) All revenues, less refunds, derived under this 
3 part at the 43/4 percent rate, including the imposition of 
4 sales and use taxes with respect to the sale, storage, use, 
5 or other consumption of motor vehicle fuel which would 
6 not have been received if the sales and use tax rate had 
7 been 5 percent and if motor vehicle fuel, as defined for 
8 purposes of the Motor Vehicle Fuel License Tax Law 
9 (Part 2 (commencing with Section 7301)), had been 
10 exempt from sales and use taxes, shall be estimated by the 
11 State Board of Equalization, with the concurrence of the 
12 Department of Finance shall be transferred during each 
13 fiscal year to the Transportation Planning and 
14 Development Account in the State Transportation Fund 
15 for appropriation pursuant to Section 99312 of the Public 
16 Utilities Code. 
17 (2) if the amount transferred pursuant to paragraph 
18 (1) is less than one hundred ten million dollars 
19 ($110,000,000) in any fiscal year, an additional amount 
20 equal to the difference between one hundred ten million 
21 dollars ($110,000,000) and the amount so transferred shall 
22 be transferred, to the extent funds are available, as 
23 follows: 
24 (A) For the 1986-87 fiscal year, from the General 
25 Fund. 
26 (B) For the 1987-88 and each subsequent fiscal year, 
27 from the state revenues due to the imposition of sales and 
28 use taxes on fuel, as defined for purposes of the Use Fuel 
29 Tax Law (Part 3 (commencing with Section 8601)). 
30 (b) The balance shall be transferred to the General 
31 Fund. 
32 (c) The estimate required by subdivision (a) shall be 
33 based on taxable transactions occurring during a calendar 
34 year, and the transfers required by subdivision (a) shall 
35 be made during the fiscal year that commences during 
36 that same calendar year. Transfers required by 
37 paragraphs (1) and (2) of subdivision (a) shall be made 
38 quarterly. 
39 SEC. 4. Section 3050 of the Vehicle Code is amended 
40 to read: 
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1 3050. The board shall do all of the following: 
2 (a) Adopt rules and regulations in accordance with 
3 Chapter 3.5 (commencing with Section 11340) of Part 1 
4 of Division 3 of Title 2 of the Government Code 
5 governing such matters as are specifically committed to 
6 its jurisdiction. 
7 (b) Hear and consider, within the limitations and in  
8 accordance with the procedure provided, an appeal 
9 presented by an applicant for, or holder of, a license as a 
10 new motor vehicle dealer, manufacturer, manufacturer 
11 branch, distributor, distributor branch, or representative 
12 when the applicant or licensee submits an appeal 
13 provided for in this chapter from a decision arising out of 
14 the department. 
15 (c) Consider any matter concerning the activities or 
16 practices of any person applying for or holding a license 
17 as a new motor vehicle dealer, manufacturer, 
18 manufacturer branch, distributor, distributor branch, or 
19 representative pursuant to Chapter 4 (commencing with 
20 Section 11700) of Division 5 submitted by any person. A 
21 member of the board who is a new motor vehicle dealer 
22 may not participate in, hear, comment, advise other 
23 members upon, or decide any matter considered by the 
24 board pursuant to this subdivision that involves a dispute 
25 between a franchisee and franchisor. After such if 
26 consideration, the board may do any one or any 
27 combination of the following: 
28 ( 1) Direct the department to conduct investigation of 
29 matters that the board deems reasonable, and make a 
30 written report on the results of the investigation to the 
31 board within the time specified by the board. 
32 (2) Undertake to arbitrate amicably or resolve any 
33 honest difference of opinion or viewpoint existing 
34 between any member of the public and any new motor 
35 vehicle dealer, manufacturer, manufacturer branch, 
36 distributor branch, or representative. 
37 (3) Order the department to exercise any and all 
38 authority or power that the department may have with 
39 respect to the issuance, renewal, refusal to renew, 
40 suspension, or revocation of the license of any new motor 
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1 vehicle dealer, manufacturer, manufacturer branch, 
2 distributor, distributor branch, or representative as such 
3 license is required under Chapter 4 (commencing with 
4 Section 11700) of Division 5. 
5 (d) Hear and consider, within the limitations and in 
6 accordance with the procedure provided, a protest 
7 presented by a franchisee pursuant to Section 3060, 3062, 
8 3064, or 3065. A member of the board who is a new motor 
9 vehicle dealer may not participate in, hear, comment, 
10 advise other members upon, or decide, any matter 
11 involving a protest filed pursuant to Article 4 
12 (commencing with Section 3060). 
13 (e) Certify that each third-party dispute resolution 
14 process used for the arbitration of disputes pursuant to 
15 paragraph (2) of subdivision (e) of Section 1793.2 of the 
16 Civil Code is a qualified third-party dispute resolution 
17 process as provided in paragraph (3) of subdivision (e) of 
18 Section 1793.2 of the Civil Code. Each new motor vehicle 
19 manufacturer, manufacturer branch, distributor, or 
20 distributor branch that utilizes a third-party dispute 
21 resolution process, and that seeks to have that process 
22 certified by the board, shall provide to the board any and 
23 all information that the board determines is necessary to 
24 enable the board to perform its duties under this 
25 subdivision. Certification of any particular third-party 
26 dispute resolution process is a condition precedent to the 
27 application of paragraph (2) of subdivision (e) of Section 
28 1793.2 of the Civil Code with respect to that process. If a 
29 manufacturer, manufacturer branch, distributor, or 
30 distributor branch does not utilize a certified third-party 
31 dispute resolution process, the board shall dognoto a 
32 require the manufacturer, manufacturer branch, 
33 distributor, or distributor branch to select from a list of 
34 independent, certified third-party dispute resolution 
35 procese to processes. The selected process shall arbitrate, 
36 at the expense of the manufacturer, manufacturer 
37 branch, distributor, or distributor branch, the disputes of 
38 consumers who have purchased new motor vehicles 
39 which were initially acquired from that manufacturer, 
40 manufacturer branch, distributor, or distributor branch. 
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1 The board may suspend or revoke the certification of any4 
2 third-party dispute resolution process upon a 
3 determination that the process does not comply with all 
4 the requirements of paragraph (3) of subdivision (e) of 
5 Section 1793.2 of the Civil Code. 
6 CEC.4T 
7 SEC. 5. Section 3050.9 is added to the Vehicle Code, 
8 to read: 
9 3050.9. The board shall establish a schedule of fees to 
10 be charged to fund fully the costs associated with the 
11 certification of third-party dispute resolution processes 
12 conducted pursuant to subdivision (e) of Section 3050. 
13 The schedule of fees shall include a fixed annual fee, the 
14 amount of which shall be determined by the board, which 
15 shall be charged each manufacturer, manufacturer 
16 branch, distributor, and distributor branch subject to this 
17 chapter. 
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AMENDED IN SENATE AUGUST 11, 1986 

AMENDED IN SENATE JULY 9, 1986 

AMENDED IN ASSEMBLY MAY 19, 1986 

AMENDED IN ASSEMBLY APRIL 15, 1986 

CALIFORNIA LEGISLATURE-19&%-86 REGULAR SESSION 

ASSEMBLY BILL No. 3611 

Introduced by Assembly Members Tanner, Clute, Hauser, 
Molina, and Moore 

(Coauthors: Senators Dulls, Leroy Greene, McCorquodale, 
Torres, and Watson) 

February 20, 1986 

1 
An act to azncnd Section 1793 e4 aftd to a" Scction 

17)3.5 40; add Article 9.5 (commencing with Section Y.2) 
to Chapter 20.3 of Division 3 of the Business and Professions 
Code, to amend Sections 1793.2 and 1794.41 of to add Section 
1793.25 to, and to add Chapter 2.1 (commencing with Section 
1796.6) to Title 1.7 of Part 4 of Division 3 of, the Civil Code, 
to amend Section 7102 of the Revenue and Taxation Code, 
and to amend Section 3050 e+ &, d 40 dd Scction 3050.9 to; 
Sections 3(Z50 and 11723 of the Vehicle Code, relating to 
vehicles, and making an appropriation therefor. 

1) 
LEGISLATIVE COUNSEL'S DIGEST 

AB 3611, as amended, Tanner. Vehicle warranties. 
(1) Under existing law, the Bureau of Automotive Repair 

in the Department of Consumer Affairs is required to enforce 
and administer the Automotive Repair Act which regulates 
the automotive repair industry. 

This bill would, on July 1, 1988, enact the Automobile 
Warranty Arbitration Program Certification Act to be 
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administered by the bureau. The act would provide a process 
for the resolution of disputes between the owner or leasee of 
a new motor vehicle and the manufacturer or distributor, as 
specified. 
The bill would require the bureau to certify automobile 

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

decertified or which does not operate a certified program, to 
inform the buyer, in writing, as specified, that a certified 
automobile warranty program is not available. 

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

This bill would require that service and repair of a motor t 
vehicle be performed by a repair facility licensed by the 
bureau, and would expressly provide that, for new motor 
vehicles, the buyer may elect restitution in lieu of 
replacement. The bill would also require the New Motor 
Vehicle Board to ccrtify arbitration proccici for clkputc3 ' 

relating to warranties. The bII would require the board to 
c3tablih fees for the ccrtification of arbitration proccici 
require that when a vehicle is replaced or restitution is made 
by the manufacturer, the buyer may be required to reimburse 
the manufacturer, or the manufacturer may reduce the 
amount of restitution, by an amount directly attributable to 
the use of the vehicle by the buyer. 
The bill would also require the State Board of Equalization 

to reimburse the manufacturer in an amount equal to the 
sales tax paid for vehicles for which a manufacturer provides 
to the buyer restitution, as specified. The bill would, thereby, 
make an appropriation of amounts necessary to pay those 
claims. 

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

Thic bill would require every manufacturer of new motor 
vehicles whose sales and leases exceed 1,(X%) new motor 
vehicles during a calendar year, to maintain and cperate a 
certified automobile warranty arbitration program, as 
specified, and would require those manufacturers to report 
those sales or leases annually to the board on forms prescribed 
by the board 
The bill would require the board to administer the 

collection of fees to fund the Automobile Artibration 
Warranty and Certification Act and would create the 
Automobile Warranty and Arbitration Program Certification 
Fund for deposit of those fees. The bill would require each 
applicant for a license to pay a fee, determined by the bureau, 
but not to exceed $2 for each motor vehicle sold or leased, as 
specified 

Vote: %. Appropriation: yes. Fiscal committee: yes. 
State-mandated local program: no. 

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

1 SECTION 1. Article 9.5 (commencing with Section 
2 9889.22) is added to Chapter 20.3 of Division 3 of the 
3 Business and Professions Code, to read: 
4 
5 Article 9.5. Automobile Warranty Arbitration 
6 Program Certification 
7 
8 9889.22. This article may be cited as the Automobile 
9 Warranty Arbitration Program Certification Act. 
10 98923. (a) It is the intent of the Legislature to 
11 create a program to be known as the Automobile 
12 Warranty Arbitration Certification Program. 
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1 (b) The purpose of the program is to assure, with 
2 respect to the owner or lessee ofa new motor vehicle that 
3 is covered by a new motor vehicle warranty or service 
4 contract, all of the following: 
5 (1) The owner or lessee is educated and informed 
6 about his or her rights and responsibilities as the owner 
7 or lessee of a new motor vehicle. 
8 (2) The owner or lessee receives the protections and 
9 other benefits, including, but not limited to, automotive 
10 repair services that are promised in a new motor vehicle 
11 warranty and service contract, and that are conferred by 
12 law. 
13 (3) The owner or lessee has access to procedures that 
14 will fairly and expeditiously resolve disputes involving 
15 the performance, service, and repair of a new motor 
16 vehicle which is covered by a warranty or service 
17 contract. 
18 (c) All salaries, expenses, and costs incurred or 
19 sustained to administer the program shall be paid from 
20 the Automobile Warranty Arbitration Program 
21 Certification Fund, created pursuant to subdivision (b) 
22 of Section 11723 of the Vehicle Code. 
23 9889.24. (a) The bureau shall certify that an 
24 automobile warranty arbitration program that has 
25 applied for certification and that substantially complies 
26 with the criteria described in Section 9889.25, is in 
27 compliance with that section, and is deemed to be a 
28 certified automobile warranty program within the 
29 meaning of subdivision (c) of Section 1796.60 of the Civil 
30 Code. 
31 If the bureau determines that the program is not in 
32 substantial compliance with those criteria, the bureau 
33 shall deny certification and shall state, in writing, the 
34 reasons for denial and the modifications in the Q. program 
35 that are required in order for the program to be certified. 
36 (b) The bureau shall decertify a certified automobile 
37 warranty arbitration program if the bureau determines 
38 that the program does not substantially comply with the 
39 criteria described in Section 9889.25. If the bureau 
40 determines that the program is not in substantial r 
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1 compliance with one or more of the criteria set forth in 
2 Section 9825, the bureau shall issue a notice of 
3 decertification to theprogram and to each manufacturer, 
4 or other entity, which uses that program. The notice of 
5 decertification shall state the reasons for the issuance of 
6 the notice, enurnberate the criteria set forth in Section 
7 9889.25 with which the process is not in compliance, and 
8 prescribe the modifications in the program that are 
9 required in order for the program to retain its 
10 certification. A notice of decertification shall take effect 
11 S) calendar days following the date the notice is served 
12 on the program and each manufacturer, or other entity, 
13 which uses the program. The bureau shall withdraw the 
14 notice of decertification prior to its effective date if the 
15 bureau determines, after a public hearing, that the 
16 program is in substantial compliance with Section 
17 9889.25. 
18 9889.25. (a) To entitle the program to be and remain 
19 certified, an automobile warranty arbitration program 
20 does all of the following criteria: 
21 (1) Complies with the minimum requirements of the 
22 Federal Trade Commission for informal dispute 
23 settlement procedures as set forth in Part 703 of Title 16 
24 of the Code of Federal Regulations, as those regulations 
25 read on July 1, 1986. 
26 (2) Renders decisions which are binding on the 
21 manufacturer if the buyer elects to accept the decision. 
28 (3) Prescribes a reasonable time, not to exceed 30 
29 days, within which the manufacturer or its agent must 
30 fulfill the terms of its decisions. 
31 (4) Provides written materials to those individuals 
32 who conduct investigations and who make, or participate 
33 in making, decisions for the program which, at a 
34 minimum, include the Federal Trade Commission's 
35 regulations in Part 703 of Title 16 of the Code of Federal 
36 Regulations as those regulations read on July 1, 1986, the 
37 Song-Beverly Consumer Warranty Act Chapter 1 
38 (commencing with Section 17)) of Title 1.7 of Part 4 of 
39 Division 3 of the Civil Code, and Division 2 (commencing 
40 with Section 2101) of the Commercial Code. 
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1 (5) Provides, at the request of the arbitrator or a 
2 majority of the arbitration panel, for an inspection and 
3 written report on the condition of a nonconforming 
4 motor vehicle, at no cost to the buyer, by an automobile 
5 repair facility that is independent of the manufacturer 
6 and is licensed by the Bureau of Automotive Repair. 
7 (6) Renders decisions which consider and provide the 
8 rights and remedies conferred in regulations of the 
9 Federal Trade Commission contained in Part 703 of Title 
10 16 of the Code of Federal Regulations as those regulations 
11 read on July 1, 1986, Division. 2 (commencing with 
12 Section 2101) of the Commercial Code, and this chapter. 
13 (7) Complies with all other qualifications, not 
14 inconsistent with this article, prescribed by regulations 
15 adopted pursuant to this chapter. 
16 (b) Nothing in this article shall be construed as a 
17 requirement that to be certified pursuant to this article 
18 the decisions of the program must consider or provide 
19 remedies in the form of awards of punitive damages, or 
20 of multiple damages under subdivision (c) of Section 
21 1794 of the Civil Code, or of attorney's fees under 
22 subdivision (d) of Section 1794 of the Civil Code, or of 
23 consequential damages other than as provided in 
24 subdivisions (a) and (b) ofSection 1794 of the Civil Code, 
25 including, but not limited to, reasonable repair, towing 
26 and rental car costs actually incurred by the buyer. 
27 988926. The bureau shall promulgate, in accordance 
28 with the provisions of Chapter 3.5 (commencing with 
29 Section 11340) of Part 1 of Division 3 of Title 2 of the 
30 Government Code, regulations relating to the 
31 certification and decertification of automobile warranty 
32 arbitration programs, which shall include, but not be 
33 limited to, provisions for all of the following.-
34 (a) An application procedure, which shall include an 
35 analysis of the materials submitted pursuant to Section 
36 9889.28 and an onsite inspection by the bureau to 
37 determine compliance with the standards for 
38 certification prescribed in Section 9889.25. 
39 (b) The submission of information by automobile 
40 manufacturers and automobile warranty arbitration 
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1 programs, including information to be submitted with 
2 applications for certification, and information pertaining 
3 to individual complaints. 
4 (c) A decertification procedure that shall comply with 
5 subdivision (b) of Section 9889.24 and shall include onsite 
6 and other inspections deemed necessary or appropriate. 
7 (d) An appeals procedure to enable automobile 
8 warranty arbitration programs to seek and obtain review, 
9 within the bureau, of decisions to decertify or to refuse to 
10 grant certification. 
11 (e) An enforcement procedure which authorizes the 
12 assessment of administrative fines against automobile 
13 warranty arbitration programs for failing to comply with 
14 the standards prescribed in Section 9889.25 or for other 
15 violations of this article. 
16 (1) Grounds for the granting and denial of 
17 certification, and for decertification that are not 
18 inconsistent with the provisions of this article, if they are 
19 necessary to carry out the purposes of this article. 
20 (g) A procedure for annual recertification based on 
21 initial certification standards. 
22 (h) A complaint handling procedure to assist owners 
23 and lessees with complaints regarding the arbitration 
24 procedure. 
25 (1) A procedure to measure customer satisfaction and 
26 to identify violations of this article, which shall include an 
27 annual random postcard or telephone survey of each 
28 certified program's customers. 
29 9889.27. The bureau shall do all of the following: 
30 (a) On a regular hasis, monitor and inspect certified 
31 automobile warranty arbitration programs to determine 
32 whether the programs continue to meet certification 
33 standards. Monitoring and inspection shall include, but 
34 not be limited to, all of the following: 
35 (1) Onsite inspections of each certified program not 
36 more than twice each year. 
37 (2) Analyses of the results of the annual surveys of 
38 customers. 
39 (3) Analyze individual complaint data submitted by 
40 the program. 
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1 (4) Investigation of complaints from consumers about 
2 the program. 
3 (b) Notify the Department of Motor Vehicles of the 
4 failure of a manufacturer, manufacturer branch, 
5 distributor, or distributor branch to honor a decision of an 
6 automobile warranty arbitration program, to enable that 
7 department to take appropriate enforcement action 
8 against the manufacturer, manufacturer branch, 
9 distributor, or distributor branch pursuant to Section 
10 11705.4 of the Vehicle Code. 
11 (c) Provide a biennial report to the Legislature 
12 evaluating the effectiveness of state certification of 
13 automobile warranty arbitration programs and of the 
14 other provisions of this article. 
15 (d) Provide the public, upon request or by other 
16 means, reports summarizing the statistics and other 
17 information supplied by automobile warranty arbitration 
18 programs pursuant to this article. 
19 (e) Inform and educate the public regarding the 
20 purposes of this article, and the action and decisions of 
21 the bureau made pursuant to this article. 
22 9889..28. Each certified automobile warranty 
23 arbitration program shall do all of the following.-
24 (a) Furnish to the bureau, with its original application 
25 for certification, and within 30 days after any revision, the 
26 full text of the standards, policies, operating procedures, 
27 training manuals, complaint forms, and other materials of 
28 any kind that describe, govern, or are used in connection 
29 with the operation of the program, including all 
30 standardized communications between the program and 
31 sponsor, employees, complainants, members of the 
32 public, and personnel who investigate complaints and 
33 render decisions. 
34 (b) Furnish to the bureau, with its original application 
35 for certification, and within 30 days after any revision, a 
36 description of the manufacturer's or other sponsor's legal 
37 and business relationship to the program, together with 
38 an identification, title, date, and custodian of any writings 
39 that document that relationship, a copy of which writings 
40 shall be furnished to the bureau upon request. 
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I (c) Notify the bureau of each complaint submitted for 
2 mediation, arbitration or other action. Notification shall 
3 be made within the time after the program receipt of 
4 the complaint that the bureau may prescribe. 

Notification shall be made either by completing and 
6 submitting a form prescribed by the bureau or, if 
7 required by the bureau, by submitting the required 
8 information by telecommunications. 
9 (d) Notify the bureau of the termination of each 

10 complaint that has been submitted for mediation, 
11 arbitration or other action, whether by dismissal, decision 
12 or otherwise Notification shall be made within the time 
13 after the termination that the bureau may prescribe. 
14 Notification shall be made either by completing and 
15 submitting a form prescribed by the bureau or, if 
16 required by the bureau, by submitting the required 
17 lz2forrnation by telecommunications. 
18 (e) Provide the bureau with a copy of the statistics 
19 required semiannually by Section 703.6 of Title 16 of the 
20 Code of Federal Regulations. 
21 (1) Provide the bureau with an annual report of the 
22 flurnberand type of warranty complaints that have been 
23 zzediated, arbitrated or dismissed, or in which any other 
24 action has been taken by the program, including the 
25 flame of the manufacturer and the make, model, and 
26 I110del year of the vehicles that were involved. 
27 (g) Cooperate with the bureau's staff in efforts to 
28 inedjate consumer complaints about the arbitration 
29 Program and in any other manner. 
30 (ii) Comply with this chapter and the regulations 
31 adopted pursuant to this chapter. 
32 &S9.2.9. If a manufacturer, manufacturer branch, 
33 dlStributor, or distributor branch does not maintain and 
34 °Perate a certified automobile warranty arbitration 
35 FrOgiram, or lithe bureau has determined that a certified 
36 pro.m that is operated and maintained by a 
37 maáactw.er, manufacturer branch, distributor, or 
38 thstr-ibutor branch is not in substantial compliance with 
39 one or more of the criteria set forth in Section 9889.25, 
40 and the bureau has issued a notice of decertification 
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1 pursuant to Section 9889.24 and the notice has not been 
2 withdrawn, both of the following shall be done: 
3 (1) The bureau shall designate a certified automobile 
4 warranty arbitration program to arbitrate, at the expense 
5 of the manufacturer, manufacturer branch, distributor, 
6 or distributor branch, the dispute of the buyer of a new 
7 motor vehicle of that manufacturer, manufacturer 
8 branch, distributor, or distributor branch. 
9 (2) The manufacturer shall provide to the buyer of 
10 each new motor vehicle manufactured or distributed by 
11 the manufacturer, a notice in writing that a certified 
12 automobile warranty program is not available to arbitrate 
13 warranty disputes. The notice shall be in the form of an 
14 addendum to the warranty or owner's manual which 
15 accompanies the new motor vehicle. 
16 SEC. 2. Section 1793.2 of the Civil Code is amended to 
17 read: 
18 1793.2. (a) Every manufacturer of consumer goods 
19 sold in this state and for which the manufacturer has 
20 made an express warranty shall: 
21 (1) Maintain in this state sufficient service and repair 
22 facilities reasonably close to all areas where its consumer 
23 goods are sold to carry out the terms of such warranties 
24 or designate and authorize in this state as service and 
25 repair facilities independent repair or service facilities 
26 reasonably close to all areas where its consumer goods are 
27 sold to carry out the terms of such warranties. 
28 As a means of complying with this paragraph, a 
29 manufacturer may enter into warranty service contracts 
30 with independent service and repair facilities. The 
31 warranty service contracts may provide for a fixed 
32 schedule of rates to be charged for warranty service or 
33 warranty repair work, however, the rates fixed by such 
34 contracts shall be in conformity with the requirements of 
35 subdivision (c) of Section 1793.3. The rates established 
36 pursuant to subdivision (c) of Section 1793.3, between the 
37 manufacturer and the independent service and repair 
38 facility, shall not preclude a good-faith discount which is 
39 reasonably related to reduced credit and general 
40 overhead cost factors arising from the manufacturer's 
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1 payment of warranty charges direct to the independent 
2 service and repair facility. The warranty service contracts 
3 authorized by this paragraph shall not be executed to 
4 cover a period of time in excess of one year. 
5 (2) In the event of a failure to comply with paragraph 
6 ( 1), be subject to Section 1793.5. 
7 (b) Where service and repair facilities are maintained 
8 in this state and service or repair of the goods is necessary 
9 because they do not conform with the applicable express 
10 warranties, service and repair shall be commenced 
11 within a reasonable time by the manufacturer or its 
12 representative in this state. Service and repair to a motor 
13 vehicle shall be performed by an automotive repair 
14 facility licensed by the Bureau of Automotive Repair 
15 pursuant to the Automotive Repair Act, Chapter 20.3 
16 (commencing with Section 9880) of Division 3 of the 
17 Business andProfessions Code. Unless the buyer agrees in 
18 writing to the contrary, the goods shall be serviced or 
19 repaired so as to conform to the applicable warranties 
20 within 30 days. Delay caused by conditions beyond the 
21 control of the manufacturer or his representatives shall 
22 extend this 30-day requirement. Where delay arises, 
23 conforming goods shall be tendered as soon as possible 
24 following termination of the condition giving rise to the 
25 delay. 
26 (c) The buyer shall deliver nonconforming goods to 
27 the manufacturer's service and repair facility within this 
28 state, unless, due to reasons of size and weight, or method 
29 of attachment, or method of installation, or nature of the 
30 nonconformity, delivery cannot reasonably be 
31 accomplished. If the buyer cannot return the 
32 nonconforming goods for any of these reasons, he or she 
33 shall notify the manufacturer or its nearest service and 
34 repair facility within the state. Written notice of 
35 nonconformity to the manufacturer or its service and 
36 repair facility shall constitute return of the goods for 
37 purposes of this section. Upon receipt of notice of 
38 nonconformity, the manufacturer shall, at its option, 
39 service or repair the goods at the buyer's residence, or 
40 pick up the goods for service and repair, or arrange for 
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1 transporting the goods to its service and repair facility. 
2 All reasonable costs of transporting the goods when a 
3 buyer cannot return them for any of these reasons shall 
4 be at the manufacturer's expense. The reasonable costs of 
5 transporting nonconforming goods after delivery to the 
6 service and repair facility until return of the goods to the 
7 buyer shall be at the manufacturer's expense. 
8 (d) ( 1) Except as provided in paragraph (2), if the 
9 manufacturer or its representative in this state does not 
10 service or repair the goods to conform to the applicable 
11 express warranties after a reasonable number of 
12 attempts, the manufacturer shall either replace the goods 
13 or reimburse the buyer in an amount equal to the 
14 purchase price paid by the buyer, less that amount 
15 directly attributable to use by the buyer prior to the 
16 discovery of the nonconformity. 
17 (2) If the manufacturer or its representative in this 
18 state is unable to service or repair a new motor vehicle, 
19 as that term is defined in subparagraph (B) of paragraph 
20 (4) of subdivision (e), to conform to the applicable 
21 express warranties after a reasonable number of 
22 attempts, the manufacturer shall either promptly replace 
23 the new motor vehicle in accordance with subparagraph 
24 (A) or promptly make restitution to the buyer in 
25 accordance with subparagraph ( B); provided, however, 
26 that the buyer may shall be free to elect restitution in lieu 
27 of replacement and in no event shall the buyer be 
28 required to acccpt a replacement vchiclo tMt the buyer 
29 find3 unat±ifactory- required by the manufacturer to 
30 accept a replacement vehicle. 
31 (A) In the case of replacement, the manufacturer shall 
32 replace the buyer's vehicle with a new motor vehicle 
33 substantially identical to the vehicle replaced. The 
34 replacement vehicle shall be accompanied by all express 
35 and implied warranties that normally accompany new 
36 motor vehicles of that specific kind. The manufacturer 
37 also shall pay for, or to, the buyer the amount of any sales 
38 tax, license fees, registration fees, and other official fees 
39 which the buyer is obligated to pay in connection with 
40 the replacement, plus any incidental damages to which 
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1 the buyer is entitled under Section 1794, including, but 
2 not limited to, reasonable repair, towing, and rental car 
3 costs actually incurred by the buyer. 
4 (B) In the case of restitution, the manufacturer shall 
5 make restitution in an amount equal to the ful4 contract 
6 actual price paid or payable by the buyer, including any 
7 charges for transportation and imtallcd options, and 
8 manufacturer-installed options, but excluding 
9 nonmanufacturer items installed by a dealer or the buyer, 
10 and including any collateral charges such as sales tax, 
11 license fees, registration fees, and other official fees, plus 
12 any incidental damages to which the buyer is entitled 
13 under Section 1794, including, but not limited to, 
14 reasonable repair, towing, and rental car costs actually 
15 incurred by the buyer. 
16 (C) When the manufacturer replaces the new motor 
17 vehicle pursuant to subparagraph (A), the manufacturer 
18 may require the buyer to reimburse the manufacturer in 
19 an amount directly attributable to use by the buyer of the 
20 replaced vehicle prior to dicovcry of the time the buyer 
21 first delivered the vehicle to the manufacturer or 
22 distributor, or its authorized service and repair facility for 
23 correction of the problem that gave rise to the 
24 nonconformity. When restitution is made pursuant to 
25 subparagraph (B), the amount to be paid by the 
26 manufacturer to the buyer may be reduced by the 
27 manufacturer by that amount directly attributable to use 
28 by the buyer prior to di3c0vcry of the time the buyer first 
29 delivered the vehicle to the manufacturer or distributor, 
30 or its authorized service and repair facility for correction 
31 of the problem that gave rise to the nonconformity. 
32 Nothing in this paragraph shall in any way limit the rights 
33 or remedies available to the buyer under any other law. 
34 (e) ( 1) It shall be presumed that a reasonable number 
35 of attempts have been made to conform a new motor 
36 vehicle to the applicable express warranties if, within one 
37 year from delivery to the buyer or 12,000 miles on the 
38 odometer of the vehicle, whichever occurs first, either 
39 (A) the same nonconformity has been subject to repair 
40 tour or more times by the manufacturer or its agents and 
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1 the buyer has at least once directly notified the 
2 manufacturer of the need for the repair of the 
3 nonconformity, or (B) the vehicle is out of service by 
4 reason of repair of nonconformities by the manufacturer 
5 or its agents for a cumulative total of more than 30 
6 calendar days since delivery of the vehicle to the buyer. 
7 The 30-day limit shall be extended only if repairs cannot 
8 be performed due to conditions beyond the control of the 
9 manufacturer or its agents. The buyer shall be required 
10 to directly notify the manufacturer pursuant to 
11 subparagraph (A) only if the manufacturer has clearly 
12 and conspicuously disclosed to the buyer, with the 
13 warranty. or the owner's manual, the provisions of this 
14 subdivision and that of subdivision (d), including the 
15 requirement that the buyer must notify the 
16 manufacturer directly pursuant to subparagraph (A). 
17 This presumption shall be a rebuttable presumption 
18 affecting the burden of proof, and it may be asserted by 
19 the buyer in any civil action, small claims court action, or 
20 other formal or informal proceeding. 
21 M a qualificd third party diiputc resolution proccn 
22 (2) if a certified automobile warranty arbitration 
23 program exists, and the buyer receives timely notification 
24 in writing of the availability of ft third party preeess the 
25 program with a description of its operation and effect, the 
26 presumption in paragraph ( 1) may not be asserted by the 
27 buyer until after the buyer has initially resorted to the 
28 third party preees program as required in paragraph (3). 
29 Notification of the availability of the third party process 
30 is not timely if the buyer suffers any prejudice resulting 
31 from any delay in giving the notification. If a qualiflcd 
32 third party disput reselution process certified 
33 automobile warranty arbitration program does not exist, 
34 or if the buyer is dissatisfied with the third party 
35 program's decision, or if the manufacturer or its agent 
36 neglects to promptly fulfill the terms of ouch third party 
37 the program's decision, the buyer may assert the 
38 presumption provided in paragraph ( 1) in an action to 
39 enforce the buyer's rights under subdivision (d). The 
40 findings and decision of the third party program shall be 
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1 admissible in evidence in the action without further 
2 foundation. Any period of limitation of actions under any 
3 federal or California laws with respect to any person shall 
4 be extended for a period equal to the number of days 
5 between the date a complaint is filed with a third party 
6 dispute resolution preees certified automobile warranty 
7 arbitration program and the date of its decision or the 
8 date before which the manufacturer or its agent is 
9 required by the decision to fulfill its terms, whichever 
10 occurs later. 
11 . A qualified third party dispute rcjo1uiei preeess 
12 ahull be one that meet e# ef the following critca 
13 A+. Complies with the Federal Trade Commi33ion's 
14 minimum rcguircmcnt3 for informal dispute 3ctticmcnt 
15 procedures as se forth in the Commiion's regulations in 
16 Port 7493 of Titic 46 of Code ef Federal Regulations. 
17 .f Renders dcci3i0n3 whie are binding on the 
18 manufacturer if the buyer eleets to accept the dcci3i0n. 
19 Prccribc3 ft reasonable time, fiet to cxcccd 90 
20 days; within which the manufacturcr or its agent must 
21 fulfill the term of those dcci3ion3. 
22 f4+ P,pvidca written materials #e those individuals 
23 who conduct invctigation3 aftd who make, or participate 
24 ift making, dcci3ion for the preees which, at a minimum, 
25 mcludc the provi3iono of the Federal Trade Commi33iei 
26 regulation in Pert q493 of Titic 46 ef the Code ef Federal 
27 Regulations &td the provision of this chapter-
28 4F M the request of the arbitrator ore majority of 44'e 
29 arbitration panci; pr0v1dc3 for in3pccton aft4 report 
30 en the condition of a nonconforming motor vehicle by att 
31 automobile cxper4 independent of the manufacturer at 
32 te eee 4e the buyer, 
33 -.4)- Render 3 dcci3ion3 which incorporate 
34 consideration e atd ean provide the rights and remedies 
35 eonfcrrcd t the Federal Trade Commi3ion's 
36 rcgu1ation in Pert of Titic 46 of the Code of Federal 
37 Regulation artd this chapter. 
38 .(.G* Has been certified b' the New Motor Vehicle 
39 Board pursuant to subdim,49ion . e* of Section 3050 of the 
40 Vehicle Codc 
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1** 
2 (3) For the purposes of subdivision (d) and this 
3 subdivision the following terms have the following 
4 meanings: 
5 (A) "Nonconformity" means a nonconformity which 
6 substantially impairs the use, value, or safety of the new 
7 motor vehicle. 
8 (B) "New motor vehicle" means a new motor vehicle 
9 which is used or bought for use primarily for personal, 
10 family, or household purposes. "New motor vehicle" 
11 includes a dealer-owned vehicle and a "demonstrator" or 
12 other motor vehicle sold with a manufacturer's new car 
13 warranty, but does not include a motorcycle, a 
14 motorhome, or a motor vehicle which is not registered 
15 under the Vehicle Code because it is to be operated or 
16 used exclusively off the highways. 
17 SEC. & 
18 SEC. 3. Section 1793.25 is added to the Civil Code, to 
19 read: 
20 1793.25. (a) Notwithstanding Part 1 (commencing 
21 with Section 6001) of Division 2 of the Revenue and 
22 Taxation Code, the State Board of Equalization shall 
23 reimburse the manufacturer of a new motor vehicle for 
24 an amount equal to the sales tax which the manufacturer 
25 includes in making restitution to the buyer pursuant to 
26 subparagraph (B) of paragraph (2) of subdivision (d) of 
27 Section 1793.2, when satisfactory proof is provided that 
28 the retailer of the motor vehicle for which the 
29 manufacturer is making restitution has reported and paid 
30 the sales tax on the gross receipts from the sale of that 
31 motor vehicle. The State Board of Equalization may 
32 adopt rules and regulations that it deems necessary or 
33 appropriate to carry out, facilitate compliance with, or 
34 prevent circumvention or evasion of, this section. 
35 (b) Nothing in this section shall in any way change the 
36 application of the sales and use tax to the gross receipts 
37 and the sales price from the sale, and the storage, use, or 
38 other consumption, in this state of tangible personal 
39 property pursuant to Part 1 (commencing with Section 
40 6001) of Division 2 of the Revenue and Taxation Code. 
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1 (c) The manufacturer's claim for reimbursement and 
2 the board's approval or denial of the claim shall be subject 
3 to the provisions of Article 1 (commencing with Section 
4 6901) of Chapter 7 of Part 1 of Division 2 of the Revenue 
5 and Taxation Code, except Sections 6902.1, 6903, 69(Y7, 
6 and 6908, insofar as those provisions are not inconsistent 
7 with this section. 
8 SEC.& 
9 SEC. 4. Section 1794.41 of the Civil Code is amended 
10 to read: 
11 1794.41. No service contract covering any motor 
12 vehicle purchased for use in this state may be offered for 
13 sale or sold unless all of the following elements exist: 
14 (a) Service and repair to a motor vehicle must be 
15 performed by an automotive repair facility licensed by 
16 the Bureau of Automotive Repair pursuant to the 
17 Automotive Repair Act, Chapter 20.3 (commencing with 
18 Section 9)) ofDivision 3 of the Business and Professions 
19 Code. 
20 (b) The contract shall contain the disclosures 
21 specified in Section 1794.4 and shall disclose in the 
22 manner described in that section the buyer's cancellation 
23 and refund rights provided by this section. 
244* 
25 (c) The contract shall be available for inspection by 
26 the buyer prior to purchase and either the contract, or a 
27 brochure which specifically describes the terms, 
28 conditions, and exclusions of the contract, and the 
29 provisions of this section relating to contract delivery, 
30 cancellation, and refund, shall be delivered to the buyer 
31 at or before the time of purchase of the contract. Within 
32 60 days after the date of purchase, the contract itself shall 
33 be delivered to the buyer. 
34 
35 (d) The contract shall be cancelable by the purchaser 
36 under the following conditions: 
37 (1) Unless the contract provides for a longer period, 
38 within the first 60 days after receipt of the contract, or 
39 within the first 30 days after receipt of the contract with 
40 respect to a used motor vehicle without manufacturer 
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1 warranties, the full amount paid shall be refunded by the 
2 seller to the purchaser if the purchaser provides a written 
3 notice of cancellation to the person specified in the 
4 contract, and if no claims have been made against the 
5 contract. If a claim has been made against the contract 
6 within the first 60 days after receipt of the contract, or 
7 within the first 30 days after receipt of the contract with 4 
8 respect to a used motor vehicle without manufacturer 
9 warranties, a pro rata refund, based on either elapsed 
10 time or mileage, at the seller's option as indicated in the 
11 contract, shall be made by the seller to the purchaser if 
12 the purchaser provides a written notice of cancellation to 
13 the person specified in the contract. 
14 (2) Unless the contract provides for a longer period for 
15 obtaining a full refund, after the first 60 days after receipt 
16 of the contract, or after the first 30 days after receipt of 
17 the contract with respect to a used motor vehicle without 
18 manufacturer warranties, a pro rata refund, based on 
19 either elapsed time or mileage, at the seller's option as 
20 indicated in the contract, shall be made by the seller to 4 
21 the purchaser if the purchaser provides a written notice 
22 of cancellation to the person specified in the contract. In 
23 addition, the seller may assess a cancellation or 
24 administrative fee, not to exceed twenty-five dollars 
25 ($25). ( 
26 (3) if the contract was financed with a vehicle 
27 purchase, the seller may make the refund payable to the 
28 purchaser, the lender of record, or both. 
29 SEC. 5. Chapter 2.1 (commencing with Section 
30 1796.6) is added to Title 1.7 of Part 4 of Division 3 of the 
31 Civil Code, to read: 
32 
33 CHAPrER 21. AuTomowLE WARRANTY 
34 ARBITRATION 
35 
36 1796.6. As used in this chapter, the following 
37 definitions apply: 
38 (a) "Manufacturer" means any individual, 
39 partnership, corporation, association, or other legal entity 
40 that manufactures, assembles, produces, or distributes 
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1 new motor vehicles. The term includes a manufacturer, 
2 manufacturer branch, distributor, distributor branch, or 
3 representative subject to Article 1 (commencing with 
4 Section 11700) of Chapter 4 of Division 5 of the Vehicle 
5 Code. 
6 (b) 'Motor vehicle "means a motor vehicle as defined 
7 in subdivision (e) of Section 9880.1 of the Business and 
8 Professions Code. 
9 (c) "Certified automobile warranty arbitration 

10 program "means a program that has been certified by the 
11 Bureau of Automotive Repair pursuant to Article 9.5 
12 (commencing with Section 9889.22) of Chapter 20.3 of 
13 Division 3 of the Business and Professions Code. 
14 1796.7. Every manufacturer of new motor vehicles 
15 whose volume of sales and leases in this state exceeds 
16 1,(XX) new motor vehicles during a calendar year shall, 
17 with respect to new motor vehicles sold or leased during 
18 the next succeeding calendar year, maintain and operate, 
19 reasonably close to all areas within this state where new 
20 motor vehicles of that manufacturer are sold or leased, a 
21 certified automobile warranty arbitration program, and 
22 shall continue to maintain and operate the program until 
23 the expiration of the terms of the express written 
24 warranties cip all of the new motor vehicles of that 
25 manufacturer sold or leased in this state during that 
26 calendar year. 
27 1796.8. On or before June 30 of each calendar year, 
28 each manufacturer ofa new motor vehicle sold, leased, or 
29 otherwise distributed by or for the manufacturer in this 
30 state during the preceding calendar year shall report to 
31 the New Motor Vehicle Board, on a form prescribed by 
32 the board, the total number ofnew motor vehicles of that 
33 manufacturer sold or leased in this state during the 
34 preceding calendar year, together with a breakdown by 
35 make, model, and model year, and any other information 
36 that the board may require, and shall accompany that 
37 report with the fees described in subdivision (b) of 
38 Section 11723 of the Vehicle Code. 
39 SEC. 6. Section 7102 of the Revenue and Taxation 
40 Code, as amended by Chapter 41 of the Statutes of 1986, 
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1 is amended to read: 
2 7102. The money in the fund shall, upon order of the 
3 Controller, be drawn therefrom for refunds under this 
4 part, and pursuant to Section 1793.25 of the Civil Code, or 
5 be transferred in the following manner: 
6 (a) ( 1) All revenues, less refunds, derived under this 
7 part at the 4% percent rate, including the imposition of 4 
8 sales and use taxes with respect to the sale, storage, use, 
9 or other consumption of motor vehicle fuel which would 
10 not have been received if the sales and use tax rate had 
11 been 5 percent and if motor vehicle fuel, as defined for 
12 purposes of the Motor Vehicle Fuel License Tax Law 
13 (Part 2 (commencing with Section 7301)), had been 
14 exempt from sales and use taxes, shall be estimated by the 
15 State Board of Equalization, with the concurrence of the 
16 Department of Finance shall be transferred during each 
17 fiscal year to the Transportation Planning and 
18 Development Account in the State Transportation Fund 
19 for appropriation pursuant to Section 99312 of the Public 
20 Utilities Code. 4 
21 (2) If the amount transferred pursuant to paragraph 
22 ( 1) is less' than one hundred ten million dollars 
23 ($110,000,000) in any fiscal year, an additional amount 
24 equal to the difference between one hundred ten million 
25 dollars ($110,000,000) and the amount so transferred shall 
26 be transferred, to the extent funds are available, as 
27 follows: 
28 (A) For the 1986-87 fiscal year, from the General 
29 Fund. 
30 (B) For the 1987-88 and each subsequent fiscal year, 
31 from the state revenues due to the imposition of sales and 
32 use taxes on fuel, as defined for purposes of the Use Fuel 
33 Tax Law (Part 3 (commencing with Section 8601)). 
34 (b) The balance shall be transferred to the General 
35 Fund. 
36 (c) The estimate required by subdivision (a) shall be 
37 based on taxable transactions occurring during a calendar 
38 year, and the transfers required by subdivision (a) shall 
39 be made during the fiscal year that commences during 
40 that same calendar year. Transfers required by 
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1 paragraphs (1) and (2) of subdivision (a) shall be made 
2 quarterly. 
3 SEC.4 
4 SEC. 7. Section 3050 of the Vehicle Code is amended 
5 to read: 
6 3050. The board shall do all of the following: 
7 (a) Adopt rules and regulations in accordance with 
8 Chapter 3.5 (commencing with Section 11340) of Part 1 
9 of Division 3 of Title 2 of the Government Code 
10 governing such matters as are specifically committed to 
11 its jurisdiction. 
12 (b) Hear and consider, within the limitations and in 
13 accordance with the procedure provided, an appeal 
14 presented by an applicant for, or holder of, a license as a 
15 new motor vehicle dealer, manufacturer, manufacturer 
16 branch, distributor, distributor branch, or representative 
17 when the applicant or licensee submits an appeal 
18 provided for in this chapter from a decision arising out of 
19 the department. 
20 (c) Consider any matter concerning the activities or 
21 practices of any person applying for or holding a license 
22 as a new motor vehicle dealer, manufacturer, 
23 manufacturer branch, distributor, distributor branch, or 
24 representative pursuant to Chapter 4 (commencing with 
25 Section 11700) of Division 5 submitted by any person. A 
26 member of the board who is a new motor vehicle dealer 
27 may not participate in, hear, comment, advise other 
28 members upon, or decide any matter considered by the 
29 board pursuant to this subdivision that involves a dispute 
30 between a franchisee and franchisor. After such 
31 consideration, the board may do any one or any 
32 combination of the following: 
33 (1) Direct the department to conduct investigation of 
34 matters that the board deems reasonable, and make a 
35 written report on the results of the investigation to the 
36 board within the time specified by the board. 
37 (2) Undertake to arbitrate amicably er mediate, 
38 arbitrate, or otherwise resolve any honest difference of 
39 opinion or viewpoint existing between any member of 
40 the public and any new motor vehicle dealer, 
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1 manufacturer, manufacturer branch, distributor branch, 
2 or representative. 
3 (3) Order the department to exercise any and all 
4 authority or power that the department may have with 
5 respect to the issuance, renewal, refusal to renew, 
6 suspension, or revocation of the license of any new motor 
7 vehicle dealer, manufacturer, manufacturer branch, 
8 distributor, distributor branch, or representative as such 
9 license is required under Chapter 4 (commencing with 
10 Section 11700) of Division 5. 
11 (d) Hear and consider, within the limitations and in 
12 accordance with the procedure provided, a protest 
13 presented by a franchisee pursuant to Section 3060, 3062, 
14 3064, or 3065. A member of the board who is a new motor 
15 vehicle dealer may not participate in, hear, comment, 
16 advise other members upon, or decide, any matter 
17 involving a protest filed pursuant to Article 4 
18 (commencing with Section 3060). 
19 jo Certify thi4 cach thirdIparty dispute rC3oIueft 
20 procc u30d for the arbitration of disputes punuant to 
21 paragraph .( of tubdiviiiion (e* of Section 1793.2 of the 
22 Civil Codo 19 ft qualified thirdIpurty dispute resolution 
23 processes proidcd ift paragraph eoubdiviaion ' e* e 
24 Scction 1793. ecthe Civil Cock. Each new motor vehicle 
25 manufacturer, manufucturcr branch, distributor, e 
26 distributor branch thi4 utilizes a thirdIparty dispute 
27 resolution procc, ad that 3cck3 #0 have thI4 procci 
28 certified by the beard, shall provide #0 the board aiy at 
29 e14 information thM the board determines 19 neccury #e 
30 enable the board #0 pci-form 49 duties under this 
31 iubdiviron. Certification ec any particular thirdIparty 
32 dispute resolution process i9 ft condition precedent #0 the 
33 application e paragraph (- eê_ubdivino (e* e Scction 
34 1793 e+ the Civil Code with rcJpcct #0 tha4 proco. 1a 
35 manufacturer, manufacturer branch, distributor, e 
36 distributor branch doca net utilize et ccrtificd thirdIporty 
37 dispute resolution procc ; the board thall require the 
38 manufacturer; manufacturer branch, distributor, e, 
39 ditributor branch #0 3cicct from a liet of independent, 
40 ccrtiflcd thirdIpurty dispute resolution proccc. The 
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1 3cicctcd process shall arbitrate, at the expense of the 
2 mnnufucturcr, manufacturer branch, diitributei' or 

3 distributor branch, the disputes of conumc's who have 
4 purchacd now motor vch1c1c3 which were initially 
5 acquired from the4 manufacturer, manufacturer branch, 
6 distributor, or distributor branch. The board may 
7 suspend or rcvohc the certification of an, thii'd/party 
8 dispute resolution process upon a determination tha4 the 
9 preees doca net comply with all the requirement 3 of 
10 paragraph 43 of subdivision '(e* of Section 17O3.2 of the 
11 Civil Code. 
12 SEC. Section 3050.0 is added 4e the Vehicle Codc, 
13 40 read: 
14 3060.0. The board shall establish a 3chcdu10 of fees 4e 
15 be charged to fund fully the c03t3 aociatcd with the 
16 certification of thi'd/party di3putc resolution proccc 
17 conducted punuant 40 subdivision .(e) of Section 3050. 
18 The jchedulc of fees ahall include a fixed annual fee-,the 
19 amount of which shall be determined by the board, 
20 which shag be charged each manufacturer, manufacturer 
21 branch, distributor, and dirtr1butor branchsubject 4e this 
2.2 chapter; 
23 SEC. 8. Section 11723 of the Vehicle Code is amended 
24 to read: 
25 11723. (a) The board may require that fees shall be 
26 paid to the department for the issuance or renewal of a 
27 license to do business as a new motor vehicle dealer, 
28 dealer branch, manufacturer, manufacturer branch, 
29 distributor, distributor branch, or representative. The 
30 fees shall be to reimburse the department for costs 
31 incurred in licensing those dealers, manufacturers, 
32 distributors, branches, and representatives and for 
33 related administrative costs incurred on behalf of the 
34 board. The board may also require that an additional fee 
35 be paid to the department when the licensee has failed 
36 to pay the fee authorized by Section 3016 prior to the 
37 expiration of its occupational license and special plates 
38 and the licensee utilizes the 30-day late renewal period 
39 authorized by subdivision (c) of Section 11717. 
40 (b) The board shall administer the collection of fees to 
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1 be paid to the department pursuant to subdivision (a), in 
2 accordance with this subdivision for the purpose of fully 
3 funding the administration of the Automobile Artitration 
4 Warranty and Certification Act, Article 9.5 (commencing 
5 with Section 9&89.22) of Chapter 20.3 of Division 3 of the 
6 Business and Professions Code, according to the following 
7 procedure: 
8 (1) The fees collected pursuant to this subdivision 
9 shall be paid into the State Treasury to the credit of the 
10 Automobile Warranty and Arbitration Program 
11 Certification Fund, which is hereby created. The fees 
12 shall be available, when appropriated, exclusively to fund 
13 the Automobile Warranty and Artitration Certification 
14 Program. If at the conclusion of any fiscal year the 
15 amount of the fees collected exceeds the amount of the 
16 expenditures for this purpose during that fiscal year, the 
17 surplus shall be carried over into the succeeding fiscal 
18 year. 
19 (2) Every applicant for a license as a manufacturer, 
20 manufacturer branch, distributor, distributor branch, and 
21 representative, and every applicant for the renewal of a 
22 license as a manufacturer, manufacturer branch, 
23 distributor, distributor branch, and representative, shall 
24 accompany the application with a statement of the 
25 number of new motor vehicles sold, leased, or otherwise 
26 distributed by or for the applicant in this state during the 
27 preceding calendar year, including both a total of the 
28 number of vehicles and a breakdown by make, model, 
29 and model year and any other information that the board 
30 may require and shall pay to the department, for each 
31 issuance or renewal of the license, an amount prescribed 
32 by the board, but not to exceed two dollars ($2) for each 
33 new motor vehicle sold, leased, or distributed by or for 
34 the applicant in this state during the fiscal year ending on 
35 the preceding June 30. No more than two dollars ($2) 
36 shall be charged, collected, or received from any one or 
37 more licensees pursuant to this subdivision with respect 
38 to the same motor vehicle. 
39 (3) On or before January 1 of each calendar year, the 
40 Bureau of Automotive Repair shall determine the dollar 

d 

4, 

or 

( 

I. 

95' 
826



-25— AB 3611 

1 

I' 

1 

1 amount, not to exceed two dollars ($2) per motor vehicle, 
2 which shall be collected and received by the department 
3 during the following calendar year, based on the number 
4 of sales, leases, and other dispositions of new motor 
5 vehicles which have taken place during the preceding 
6 calendar year, in order to fully fund the Automobile 
7 Warranty and Arbitration Certification Program during 
8 the following fiscal year. The Bureau of Automotive 
9 Repair shall notify the board of the dollar amount per 
10 motor vehicle that the board shall use in calculating the 
11 amounts of the fees to be collected from applicants 
12 pursuant to this subdivision. 
13 (4) The board may adopt regulations to implement 
14 this subdivision. 
15 (c) This section shall not apply to dealers, 
16 manufacturers, distributors, or representatives of 
17 vehicles not subject to registration under this code, 
18 except dealers, manufacturers, manufacturer branches, 
19 distributors, distributor branches, or representatives of 
20 off-highway motorcycles, as defined in Section 436. 
21 SEC. 9. The program described in Article 9.5 
22 (commencing with Section 9889.22) of Chapter 20.3 of 
23 Division 3 of the Business and Professions Code shall 
24 commence with the fiscal year beginning July 1, 1988, if 
25 and to the extent that funds have been appropriated. 
26 However, the bureau may begin to plan and prepare to 
27 carry out the program by the adoption of regulations, the 
28 promulgation offorms and other activities from and after 
29 the effective date of this act. 
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AMENDED IN SENATE AUGUST 15, 1986 

AMENDED IN SENATE AUGUST 11, 1986 

AMENDED IN SENATE JULY 9, 1986 

AMENDED IN ASSEMBLY MAY 19, 1986 

AMENDED IN ASSEMBLY APRIL 15, 1986 

CALIFORNIA LEG1SLATURE-195-86 REGULAR SESSION 

ASSEMBLY BILL No. 3611 

Introduced by Assembly Members Tanner, Clute, Hauser, 
Molina, and Moore 

(Coauthors: Senators Dills, Leroy Greene, McCorquodale, 
Torres, and Watson) 

February 20, 1986 

An act to add Article 9.5 (commencing with Section 
9889.22) to Chapter 20.3 of Division 3 of the Business and 
Professions Code, to amend ScctionD 17-93. and 179'UI 
Section 1793.2 of, to add Section 1793.25 to, and to add Chapter 
2.1 (commencing with Section 1796.6) to Title 1.7 of Part 4 of 
Division 3 of, the Civil Code, to amend Section 7102 of the 
Revenue and Taxation Code, and to amend Sections 3050 and 
11723 of the Vehicle Code, relating to vehicles, and making an 
appropriation therefor. 

LEGISLATIVE COUNSEL'S DIGFSF 

AB 3611, as amended, Tanner. Vehicle warranties. 
(1) Under existing law, the Bureau of Automotive Repair 

in the Department of Consumer Affairs is required to enforce 
and administer the Automotive Repair Act which regulates 
the automotive repair industry. 
This bill would ; Oft 1988., enact the Automobile 

Warranty Arbitration Program Certification Act to be 
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administered by the bureau, commencing January 1, 1988. 
The act would provide a process for the resolution of disputes 
between the owner or leftsee lessee of a new motor vehicle 
and the manufacturer or distributor, as specified. 
The bill would require the bureau to certify automobile 

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

by a manufacturer, manufacturer branch, distributor, or 
distributor branch is grounds for decertification only and not 
grounds for criminal prosecution. 
The bill would require a manufacturer which has been 

decertified or which does not operate a certified program, to 
inform the buyer, in writing, as specified, that a certified 
automobile warranty program is not available. 

(2) Under existing law, a manufacturer who is unable to 
service or repair goods, including motor vehicles, to conform 
to applicable express warranties after a reasonable number of 
attempts is required to either replace the vehicle or 
reimburse the buyer, as specified. 
This bill would require tha4 service wtd rcpaii of a motor 

vehicle he performed by, a repair facility Iiccn3cd by, the 
bureau, eti4 would expressly provide that, for new motor 
vehicles, the buyer may elect restitution in lieu of 
replacement. The bill would require that when a vehicle is 
replaced or restitution is made by the manufacturer, the 
buyer may be required to reimburse the manufacturer, or the 
manufacturer may reduce the amount of restitution, by an 
amount directly attributable to the use of the vehicle by the 
buyer. 
The bill would also require the State Board of Equalization 

to reimburse the manufacturer in an amount equal to the 
sales tax paid for vehicles for which a manufacturer provides 
to the buyer restitution, as specified. The bill would, thereby, 
make an appropriation of amounts necessary to pay those 
claims. 
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(3) Under existing law, the New Motor Vehicle Board in 
the Department of Motor Vehicles is required to, among 
other things, hear and consider appeals by a new motor 
vehicle dealer, manufacturer, manufacturer branch, 
distributor, distributor branch, or representative, from a 
decision arising from the department. Existing law authorizes 
the board to require those persons to pay a fee 
department for the issuance or renewal of a license 
business. 

This bill would require every manufacturer of new motor 
vehicles whoc galeg ftnd 1ca3c3 cxcccd 1,000 new fioef 
vchicic3 during a calendar ycor, to maintain aftd operate a 
certified automobile warranty efflbitration program; ft9 

apccfficd, af'4 would require thoc manufacturers to report 
these the total number of sales or leases annually to the board 
on forms prescribed by the board, as specified. 
The bill would require the board to administer the 

collection of fees to fund the Automobile Artibration 
Warranty and Certification Act and would create the 
Automobile Warranty and Arbitration Program Certification 
Fund for deposit of those fees. The bill would require each 
applicant for a license to pay a fee, determined by the bureau, 
but not to exceed $1 for each motor vehicle sold or leased, 
as specified. 

Vote: %. Appropriation: yes. Fiscal committee: yes. 
State-mandated local program: no. 

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

1 SEC'FION 1. Article 9.5 (commencing with Section 
2 9889.22) is added to Chapter 20.3 of Division 3 of the 
3 Business and Professions Code, to read: 
4 
5 Article 9.5. Automobile Warranty Arbitration 

Program Certification 6 
7 
8 9889.22. This article may be cited as the Automobile 
9 Warranty Arbitration Program Certification Act. 
10 9889.23. (a) It is the intent of the Legislature to 
11 create a program to be known as the Automobile 
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1 Warranty Arbitration Certification Program. 
2 (b) The purpose of the program is to assure, with 
3 respect to the owner or lessee of a new motor vehicle that 
4 is covered by a new motor vehicle warranty or service 
5 contract, all of the following: 
6 (1) The owner or lessee is educated and informed 
7 about his or her rights and responsibilities as the owner 
8 or lessee of a new motor vehicle. 
9 (2) The owner or lessee receives the protections and 
10 other benefits, including, but not limited to, automotive 
11 repair services that are promised in a new motor vehicle 
12 warranty and service contract, and that are conferred by 
13 law. 
14 (3) The owner or lessee has access to procedures that 
15 will fairly and expeditiously resolve disputes involving 
16 the performance, service, and repair of a new motor 
17 vehicle which is covered by a warranty or service 
18 contract. 
19 (c) All salaries, expenses, and costs incurred or 
20 sustained to administer the program shall be paid from 
21 the Automobile Warranty Arbitration Program 
22 Certification Fund, created pursuant to subdivision (b) 
23 of Section 11723 of the Vehicle Code. 
24 9889.24. (a) The bureau shall certify that an 
25 automobile warranty arbitration program that has ( 
26 applied for certification and that substantially complies 
27 with the criteria described in Section 9889.25, is in 
28 compliance with that section, and is deemed to be a 
29 certified automobile warranty program within the 
30 meaning of subdivision (c) of Section 1796.60 of the Civil 
31 Code. 
32 If the bureau determines that the program is not in 
33 substantial compliance with those criteria, the bureau 
34 shall deny certification and shall state, in writing, the ( 
35 reasons for denial and the modifications in the program 
36 that are required in order for the program to be certified. 
37 (b) The bureau shall decertify a certified automobile 
38 warranty arbitration program if the bureau determines 
39 that the program does not substantially comply with the 
40 criteria described in Section 9889.25. If the bureau 
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1 determines that the program is not in substantial 
2 compliance with one or more of the criteria set forth in 
3 Section 9889.25, the bureau shall issue a notice of 
4 decertification to the program and to each manufacturer, 
5 or other entity, which uses that program. The notice of 
6 decertification shall state the reasons for the issuance of 
7 the notice, enumberate the criteria set forth in Section 
8 9889.25 with which the process is not in compliance, and 
9 prescribe the modifications in the program that are 
10 required in order for the program to retain its 
11 certification. A notice of decertification shall take effect 
12 90 calendar days following the date the notice is served 
13 on the program and each manufacturer, or other entity, 
14 which uses the program. The bureau shall withdraw the 
15 notice of decertification prior to its effective date if the 
16 bureau determines, after a public hearing, that the 
17 program is in substantial compliance with Section 
18 9889.25. 
19 9889.25. (a) To entitle the program to be and remain 
20 certified, an automobile warranty arbitration program 
21 does all of the following criteria: 
22 (1) Complies with the minimum requirements of the 
23 Federal Trade Commission for informal dispute 
24 settlement procedures as set forth in Part 703 of Title 16 
25 of the Code of Federal Regulations, as those regulations 
26 read on July 1, 1986. 
27 (2) Renders decisions which are binding on the 
28 manufacturer if the buyer elects to accept the decision. 
29 (3) Prescribes a reasonable time, not to exceed 30 days 
30 after the decision is accepted by the buyer, within which 
31 the manufacturer or its agent must fulfill the terms of its 
32 decisions. 
33 (4) Provides written materials to those individuals 
34 who conduct investigations and who make, or participate 
35 in making, decisions for the program which, at a 
36 minimum, include the Federal Trade Commission's 
37 regulations in Part 703 of Title 16 of the Code of Federal 
38 Regulations as those regulations read on July 1, 1986, the 
39 Song-Beverly Consumer Warranty Act Chapter 1 
40 (commencing with Section 1790) of Title 1.7 of Part 4 of 
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1 Division 3 of the Civil Code, and Division 2 (commencing 
2 with Section 2101) of the Commercial Code. 
3 (5) Provides, at the request of the arbitrator or a 
4 majority of the arbitration panel, for an inspection and 
5 written report on the condition of a nonconforming 
6 motor vehicle, at no cost to the buyer, by an automobile 
7 repair faethty tha4 is independent of 1e manufucturer 
8 and is 1iccncd by the Bureau of Automotive Repair. 
9 expert who is independent of the manufacturer. 
10 (6) Renders decisions which consider and provide the 
11 rights and remedies conferred in regulations of the 
12 Federal Trade Commission contained in Part 703 of Title 
13 16 of the Code of Federal Regulations as those regulations 
14 read on July 1, 1986, the Song-Beverly Consumer 
15 Warranty Act, Chapter 1 (commencing with Section 
16 1790) of Title 1.7 of Part 4 of Division 3 of the Civil Code, 
17 and Division 2 (commencing with Section 2101) of the 
18 Commercial Code ; and this chapter. 
19 (7) Complies with all other qualifications, not 
20 inconsistent with this article, prescribed by regulations 
21 adopted pursuant to this chapter. 
22 (b) Nothing in this article shall be construed as a 
23 requirement that to be certified pursuant to this article 
24 the decisions of the program must consider or provide 
25 remedies in the form of awards of punitive damages, or 
26 of multiple damages under subdivision (c) of Section 
27 1794 of the Civil Code, or of attorney's fees under 
28 subdivision (d) of Section 1794 of the Civil Code, or of 
29 consequential damages other than as provided in 
30 subdivisions (a) and (b) of Section 1794 of the Civil Code, 
31 including, but not limited to, reasonable repair, towing 
32 and rental car costs actually incurred by the buyer. 
33 9889.26. The bureau shall promulgate, in accordance 
34 with the provisions of Chapter 3.5 (commencing with 
35 Section 11340) of Part 1 of Division 3 of Title 2 of the 
36 Government Code, regulations relating to the 
37 certification and decertification of automobile warranty 
38 arbitration programs, which shall include, but not be 
39 limited to, provisions for all of the following: 
40 (a) An application procedure, which shall include an 
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1 analysis of the materials submitted pursuant to Section 
2 9889.28 and an onsite inspection by the bureau to 
3 determine compliance with the standards for 
4 certification prescribed in Section 9889.25. 
5 (b) The submission of information by automobile 
6 manufacturers and automobile warranty arbitration 
7 programs, including information to be submitted with 
8 applications for certification, and information pertaining 
9 to individual complaints. 
10 (c) A decertification procedure that shall comply with 
11 subdivision (b) of Section 9889.24 and shall include onsite 
12 and other inspections deemed necessary or appropriate. 
13 (d) An appeals procedure to enable automobile 
14 warranty arbitration programs to seek and obtain review, 
15 within the bureau, of decisions to decertify or to refuse to 
16 grant certification. 
17 4e.- Ait cnforccmcM procedure which authore9 the 
18 aacmcnt of adminitrativc finc3 against automobilc 
19 warranty arbitration programs for failing to comply with 
20 the 3tandaMs prescribed it Section 9889.25 or for othcr 
21 violations of 4hi9 article. 
22 ft 
23 (e) Grounds for the granting and denial of 
24 certification, and for decertification that are not 
25 inconsistent with the provisions of this article, if they are 
26 necessary to carry out the purposes of this article. 
27 
28 (1) A procedure for annual recertification based on 
29 initial certification standards. 
30 
31 (g) A complaint handling procedure to assist owners 
32 and lessees with complaints regarding the arbitration 
33 procedure. 
34 * 
35 (h) A procedure to measure customer satisfaction and 
36 to identify violations of this article, which shall include an 
37 annual random postcard or telephone survey of each 
38 certified program's customers. 
39 9889.27. The bureau shall do all of the following: 
40 (a) On a regular basis, monitor and inspect certified 
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1 automobile warranty arbitration programs to determine 
2 whether the programs continue to meet certification 
3 standards. Monitoring and inspection shall include, but 
4 not be limited to, all of the following: 
5 (1) Onsite inspections of each certified program not 
6 more than twice each year. 
7 (2) Analyses of the results of the annual surveys of 
8 customers. 
9 (3) Analyze individual complaint data a 
10 representative sample of individual complaints 
11 submitted by the program. 
12 (4) Investigation of complaints from consumers about 
13 the program. 
14 (b) Notify the Department of Motor Vehicles of the 
15 failure of a manufacturer, manufacturer branch, 
16 distributor, or distributor branch to honor a decision of an 
17 automobile warranty arbitration program, to enable that 
18 department to take appropriate enforcement action 
19 against the manufacturer, manufacturer branch, 
20 distributor, or distributor branch pursuant to Section 
21 11705.4 of the Vehicle Code. 
22 (c) Provide a biennial report to the Legislature 
23 evaluating the effectiveness of state certification of 
24 automobile warranty arbitration programs and of the 
25 other provisions of this article. 
26 (d) Provide the public, upon request or by other 
27 means, reports summarizing the statistics and other 
28 information supplied by automobile warranty arbitration 
29 programs pursuant to this article. 
30 (e) Inform and educate the public regarding the 
31 purposes of this article, and the action and decisions of 
32 the bureau made pursuant to this article. 
33 9889.28. Each certified automobile warranty 
34 arbitration program shall do all of the following: 
35 (a) Furnish to the bureau, with its original application 
36 for certification, and within 30 days after any revision, the 
37 full text of the standards, policies, operating procedures, 
38 training manuals, complaint forms, and other materials of 
39 any kind that describe, govern, or are used in connection 
40 with the operation of the program, including all I 
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1 standardized communications between the program and 
2 sponsor, employees, complainants, members of the 
3 public, and personnel who investigate complaints and 
4 render decisions. 
5 (b) Furnish to the bureau, with its original application 
6 for certification, and within 30 days after any revision, a 
7 description of the manufacturer's or other sponsor's legal 
8 and business relationship to the program ; together with 
9 an identification, title, date, ei,4 custodian of &,-,y writings 
10 that document that relation hip, a copy of which writings 
11 rha11 be furni3hed to the bureau upon reguc3t. 
12 fe)- Notify the bureau of each complaint submitted for 
13 mediation, arbitration or other action. Notification shall 
14 be made within the time after the program's receipt of 
15 the complaint that the bureau may prescribe 
16 Notification 3ha11 be made either by completing and 
17 ubmittitg a form prc3cribcd by the burcat* er if 
18 required by the bureau, by submitting the required 
19 information by tciccommunication3. 
20 4d3 Notify the bureau of the termination of each 
21 complaint that hae been 3ubrnittcd for mediation; 
22 arbitration or other action, whether by d45nth3a1, dec101on 
23 or othcrwi3c. Notification 3ha11 he made within the time 
24 after the termination that the bureau may prescribe: 
25 Notification shall be made either by complctig and 
26 submitting a form prescribed by the bureau er if 
27 required by the bureau; by gubmitting the required 
28 information by tclecommunicationo. 
29 
30 (c) Provide the bureau with those cc pies of 
31 complaints submitted for mediation or arbitration as the 
32 bureau may reasonably prescribe, together with 
33 documents evidencing the manner of termination of 
34 those complaints. 
35 (d) Provide the bureau with a copy of the statistics 
36 required semiannually by Section 703.6 of Title 16 of the 
37 Code of Federal Regulations. 
38 
39 (e) Provide the bureau with an annual report of the 
40 number and type of warranty complaints that have been 
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1 mediated, arbitrated or dismissed ; or which &' other 
2 action t* bccn 4a.kef, by, the progrnm; including #he 
3 name of the manufacturer et4 the make, model, eftd 
4 model year ef the vchic1c t64 were inv4ve47 
5 -fg+ by the program, including the name of the 
6 manufacturer. 
7 (/) Cooperate with the bureau's staff in efforts to 
8 mediate consumer complaints about the arbitration 
9 program and in any other manner. 
10 fh* Comply with this chaptc 
11 (g) Comply with this article and the regulations 
12 adopted pursuant to this chapter article. 
13 9889.29. (a) If a manufacturer, manufacturer 
14 branch, distributor, or distributor branch does not 
15 maintain and operate a certified automobile warranty 
16 arbitration program, or if the bureau has determined that 
17 a certified program that is operated and maintained by a 
18 manufacturer, manufacturer branch, distributor, or 
19 distributor branch is not in substantial compliance with 
20 one or more of the criteria set forth in Section 9889.25, 
21 and the bureau has issued a notice of decertification 
22 pursuant to Section 9889.24 and the notice has not been 
23 withdrawn, both of the following haI1 be donee 
24 -' 4+ The bureau Am4 designate a ccrtificd automobile 
25 warranty arbitration program to ttrtitc, at the cxpcnc 
26 e4 the manufcturcr, manufacturcr branch, distributer; 
27 or distributor branch, the dispute of the of a new 
28 motor vehiele e4 thM manufacturer; manufaeturcr 
29 branch, distributor, or distributor brtineh 
30 -.)- The withdrawn, the manufacturer shall provide to 
31 the buyer of each new motor vehicle manufactured or 
32 distributed by the manufacturer, a notice in writing that 
33 a certified automobile warranty program is not available 
34 to arbitrate warranty disputes. The notice shall be in the 
35 form of an addendum to the warranty or owner's manual 
36 which accompanies the new motor vehicle. 
37 (b) Notwithstanding any other provision of law, 
38 including, but not limited to, Section 9889.20, a violation 
39 of this article by a manufacturer, manufacturer branch, 
40 distributor, or distributor branch whose program is 
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1 certified pursuant to this article is grounds only for the 
2 decertification of the program and is not grounds for 
3 criminal prosecution of the manufacturer, manufacturer 
4 branch, distributor, or distributor branch. 
5 SEC. 2. Section 1793.2 of the Civil Code is amended 
6 to read: 
7 1793.2. (a) Every manufacturer of consumer goods 
8 sold in this state and for which the manufacturer has 
9 made an express warranty shall: 
10 (1) Maintain in this state sufficient service and repair 
11 facilities reasonably close to all areas where its consumer 
12 goods are sold to carry out the terms of such warranties 
13 or designate and authorize in this state as service and 
14 repair facilities independent repair or service facilities 
15 reasonably close to all areas where its consumer goods are 
16 sold to carry out the terms of such warranties. 
17 As a means of complying with this paragraph, a 
18 manufacturer may enter into warranty service contracts 
19 with independent service and repair facilities. The 
20 warranty service contracts may provide for a fixed 
21 schedule of rates to be charged for warranty service or 
22 warranty repair work, however, the rates fixed by such 
23 contracts shall be in conformity with the requirements of 
24 subdivision (c) of Section 1793.3. The rates established 
25 pursuant to subdivision (c) of Section 1793.3, between the 
26 manufacturer and the independent service and repair 
27 facility, shall not preclude a good-faith discount which is 
28 reasonably related to reduced credit and general 
29 overhead cost factors arising from the manufacturer's 
30 payment of warranty charges direct to the independent 
31 service and repair facility. The warranty service contracts 
32 authorized by this paragraph shall not be executed to 
33 cover a period of time in excess of one year. 
34 (2) In the event of a failure to comply with paragraph 
35 ( 1), be subject to Section 1793.5. 
36 (b) Where service and repair facilities are maintained 
37 in this state and service or repair of the goods is necessary 
38 because they do not conform with the applicable express 
39 warranties, service and repair shall be commenced 
40 within a reasonable time by the manufacturer or its 
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1 representative in this state. Service and repair to a motor 
2 vehicle 3ha11 be performed b,' an automoth'e rcpair 
3 facility liccn3cd b,' the Bureau of Automothe Repair 
4 pursuant to the Automoth'e Repair i4e Chapter 
5 (commencing with Scction 0880) of Divi3ion 9 of the 
6 Bu3inc33 and Profession 3 Code. Unless the buyer agrees in 
7 writing to the contrary, the goods shall be serviced or 
8 repaired so as to conform to the applicable warranties 
9 within 30 days. Delay caused by conditions beyond the 
10 control of the manufacturer or his representatives shall 
11 extend this 30-day requirement. Where delay arises, 
12 conforming goods shall be tendered as soon as possible 
13 following termination of the condition giving rise to the 
14 delay. 
15 (c) The buyer shall deliver nonconforming goods to 
16 the manufacturer's service and repair facility within this 
17 state, unless, due to reasons of size and weight, or method 
18 of attachment, or method of installation, or nature of the 
19 nonconformity, delivery cannot reasonably be 
20 accomplished. If the buyer cannot return the 
21 nonconforming goods for any of these reasons, he or she 
22 shall notify the manufacturer or its nearest service and 
23 repair facility within the state. Written notice of 
24 nonconformity to the manufacturer or its service and 
25 repair facility shall constitute return of the goods for 
26 purposes of this section. Upon receipt of notice of 
27 nonconformity, the manufacturer shall, at its option, 
28 service or repair the goods at the buyer's residence, or 
29 pick up the goods for service and repair, or arrange for 
30 transporting the goods to its service and repair facility. 
31 All reasonable costs of transporting the goods when a 
32 buyer cannot return them for any of these reasons shall 
33 be at the manufacturer's expense. The reasonable costs of 
34 transporting nonconforming goods after delivery to the 
35 service and repair facility until return of the goods to the 
36 buyer shall be at the manufacturer's expense. 
37 (d) ( 1) Except as provided in paragraph (2), if the 
38 manufacturer or its representative in this state does not 
39 service or repair the goods to conform to the applicable 
40 express warranties after a reasonable number of 
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1 attempts, the manufacturer shall either replace the goods 
2 or reimburse the buyer in an amount equal to the 
3 purchase price paid by the buyer, less that amount 
4 directly attributable to use by the buyer prior to the 
5 discovery of the nonconformity. 
6 (2) If the manufacturer or its representative in this 
7 state is unable to service or repair a new motor vehicle, 
8 as that term is defined in subparagraph (B) of paragraph 
9 (4) of subdivision (e), to conform to the applicable 
10 express warranties after a reasonable number of 
11 attempts, the manufacturer shall either promptly replace 
12 the new motor vehicle in accordance with subparagraph 
13 (A) or promptly make restitution to the buyer in 
14 accordance with subparagraph (B); provided, however, 
15 that the buyer shall be free to elect restitution in lieu of 
16 replacement and in no event shall the buyer be required 
17 by the manufacturer to accept a replacement vehicle. 
18 (A) In the case of replacement, the manufacturer shall 
19 replace the buyer's vehicle with a new motor vehicle 
20 substantially identical to the vehicle replaced. The 
21 replacement vehicle shall be accompanied by all express 
22 and implied warranties that normally accompany new 
23 motor vehicles of that specific kind. The manufacturer 
24 also shall pay for, or to, the buyer the amount of any sales 
25 tax, license fees, registration fees, and other official fees 
26 which the buyer is obligated to pay in connection with 
27 the replacement, plus any incidental damages to which 
28 the buyer is entitled under Section 1794, including, but 
29 not limited to, reasonable repair, towing, and rental car 
30 costs actually incurred by the buyer. 
31 (B) In the case of restitution, the manufacturer shall 
32 make restitution in an amount equal to the actual price 
33 paid or payable by the buyer, including any charges for 
34 transportation and manufacturer-installed options, but 
35 excluding nonmanufacturer items installed by a dealer or 
36 the buyer, and including any collateral charges such as 
37 sales tax, license fees, registration fees, and other official 
38 fees, plus any incidental damages to which the buyer is 
39 entitled under Section 1794, including, but not limited to, 
40 reasonable repair, towing, and rental car costs actually 
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1 incurred by the buyer. 
2 (C) When the manufacturer replaces the new motor 
3 vehicle pursuant to subparagraph (A), the manufacturer 
4 may require the buyer to reimburse the manufacturer in 
5 an amount directly attributable to use by the buyer of the 
6 replaced vehicle prior to the time the buyer first 
7 delivered the vehicle to the manufacturer or distributor, 
8 or its authorized service and repair facility for correction 
9 of the problem that gave rise to the nonconformity. 
10 When restitution is made pursuant to subparagraph (B), 
11 the amount to be paid by the manufacturer to the buyer 
12 may be reduced by the manufacturer by that amount 
13 directly attributable to use by the buyer prior to the time 
14 the buyer first delivered the vehicle to the manufacturer 
15 or distributor, or its authorized service and repair facility 
16 for correction of the problem that gave rise to the 
17 nonconformity. Nothing in this paragraph shall in any 
18 way limit the rights or remedies available to the buyer 
19 under any other law. 
20 (e) ( 1) It shall be presumed that a reasonable number 
21 of attempts have been made to conform a new motor 
22 vehicle to the applicable express warranties if, within one 
23 year from delivery to the buyer or 12,000 miles on the 
24 odometer of the vehicle, whichever occurs first, either 
25 (A) the same nonconformity has been subject to repair 
26 four or more times by the manufacturer or its agents and 
27 the buyer has at least once directly notified the 
28 manufacturer of the need for the repair of the 
29 nonconformity, or (B) the vehicle is out of service by 
30 reason of repair of nonconformities by the manufacturer 
31 or its agents for a cumulative total of more than 30 
32 calendar days since delivery of the vehicle to the buyer. 
33 The 30-day limit shall be extended only if repairs cannot 
34 be performed due to conditions beyond the control of the 
35 manufacturer or its agents. The buyer shall be required 
36 to directly notify the manufacturer pursuant to 
37 subparagraph (A) only if the manufacturer has clearly 
38 and conspicuously disclosed to the buyer, with the 
39 warranty or the owner's manual, the provisions of this 
40 subdivision and that of subdivision (d), including the 
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1 requirement that the buyer must notify the 
2 manufacturer directly pursuant to subparagraph (A). 
3 This presumption shall be a rebuttable presumption 
4 affecting the burden of proof, and it may be asserted by 
5 the buyer in any civil action, small claims court action, or 
6 other formal or informal proceeding. 
7 (2) If a certified automobile warranty arbitration 
8 program exists, and the buyer receives timely notification 
9 in writing of the availability of the program with a 
10 description of its operation and effect, the presumption 
11 in paragraph ( 1) may not be asserted by the buyer until 
12 after the buyer has initially resorted to the program as 
13 required in paragraph (3). Notification of the availability 
14 of the third party process is not timely if the buyer suffers 
15 any prejudice resulting from any delay in giving the 
16 notification. If a certified automobile warranty 
17 arbitration program does not exist, or if the buyer is 
18 dissatisfied with the program's decision, or if the 
19 manufacturer or its agent neglects to promptly fulfill the 
20 terms of the program's decision after the decision is 
21 accepted by the buyer, the buyer may assert the 
22 presumption provided in paragraph ( 1) in an action to 
23 enforce the buyer's rights under subdivision (d). The 
24 findings and decision of the program shall be admissible 
25 in evidence in the action without further foundation. Any 
26 period of limitation of actions under any federal or 
27 California laws with respect to any person shall be 
28 extended for a period equal to the number of days 
29 between the date a complaint is filed with a certified 
30 automobile warranty arbitration program and the date of 
31 its decision or the date before which the manufacturer or 
32 its agent is required by the decision to fulfill its terms if 
33 the decision is accepted by the buyer, whichever occurs 
34 later. 
35 (3) For the purposes of subdivision (d) and this 
36 subdivision the following terms have the following 
37 meanings: 
38 (A) Nonconformity" means a nonconformity which 
39 substantially impairs the use, value, or safety of the new 
40 motor vehicle. 
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1 (B) "New motor vehicle" means a new motor vehicle 
2 which is used or bought for use primarily for personal, 
3 family, or household purposes. "New motor vehicle" 
4 includes a dealer-owned vehicle and a "demonstrator" or 
5 other motor vehicle sold with a manufacturer's new car 
6 warranty, but does not include a motorcycle, a 
7 motorhome, or a motor vehicle which is not registered 
8 under the Vehicle Code because it is to be operated or 
9 used exclusively off the highways. 
10 (C) ' Certified automobile warranty arbitration 
11 program "means a program that has been certified by the 
12 Bureau of Automotive Repair pursuant to Article 9.5 
13 (commencing with Section 98922) of Chapter 20.3 of 
14 Division 3 of the Business and Professions Code. 
15 SEC. 3. Section 1793.25 is added to the Civil Code, to 
16 read: 
17 1793.25. (a) Notwithstanding Part 1 (commencing 
18 with Section 6001) of Division 2 of the Revenue and 
19 Taxation Code, the State Board of Equalization shall 
20 reimburse the manufacturer of a new motor vehicle for 
21 an amount equal to the sales tax which the manufacturer 
22 includes in making restitution to the buyer pursuant to 
23 subparagraph (B) of paragraph (2) of subdivision (d) of 
24 Section 1793.2, when satisfactory proof is provided that 
25 the retailer of the motor vehicle for which the 
26 manufacturer is making restitution has reported and paid 
27 the sales tax on the gross receipts from the sale of that 
28 motor vehicle. The State Board of Equalization may 
29 adopt rules and regulations that it deems necessary or 
30 appropriate to carry out, facilitate compliance with, or 
31 prevent circumvention or evasion of, this section. 
32 (b) Nothing in this section shall in any way change the 
33 application of the sales and use tax to the gross receipts 
34 and the sales price from the sale, and the storage, use, or 
35 other consumption, in this state of tangible personal 
36 property pursuant to Part 1 (commencing with Section 
37 6001) of Division 2 of the Revenue and Taxation Code. 
38 (c) The manufacturer's claim for reimbursement and 
39 the board's approval or denial of the claim shall be subject 
40 to the provisions of Article 1 (commencing with Section 
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1 6901) of Chapter 7 of Part 1 of Division 2 of the Revenue 
2 and Taxation Code, except Sections 6902.1, 6903, 6907, 
3 and 6908, insofar as those provisions are not inconsistent 
4 with this section. 
5 SEC. 4 Section 94.4 of the Civil Codc is urncndcd 
6 to read: 
7 944- No seryiee contract eevcring motor 
8 vehicle purchacd for use in 41I49 state my be offered for 
9 se4e ei, seM unless all of the following element 3 cxi3t: 
10 e* Scrvicc end repair to e motor vehicle must be 
11 performed by ftn automotivc repair facility licensed b, 
12 the Bureau of Automotive Repair pursuant to the 
13 Automotive Repair 4e Chapter .3 (commencing with 
14 Section 9880) of Divi3ipn 9 of the Bugines eftd Profc33ipn3 
15 €ede 
16 *b* The contract thall contain the d13c103urc3 specified 
17 in 6cction Q44 atid shall d13d03c ift the manncr 
18 described ift that 3ccti0n the buyer's cancellation attd 
19 refund rights provided by, this 3cct10n. 
20 4e) Phe contract 3ha11 be available for inspection ' 

21 the buyer prior to purchac ftnd either the contract, ei, a 
22 brochurc which 3pccffically dc3cr1bc3 the terms, 
23 conditions, atid cxc1ujio of the contract; øftd the 
24 pr0vi310n of this 3cct10n relating to contract delivery, 
25 cancellation, and refund, shag be deli v crcd to the buycr 
26 et er before the time of purcha3c of the contract. Within 
27 60 day3 after the date of purchase, the contract itocif 3ha11 
28 be delivered to the buyer. 
29 +4* The contract sheR be caneclabic by the purchaser 
30 undcr the following conditions: 
31 (4-)- Un1c33 the contract pr0v1dc3 for tt longer period, 
32 within the first 69 day3 after receipt of the contract; e 
33 within the first 30 day after receipt ef the contract with 
34 respect to ft tied motor vehicle without manufacturcr 
35 warranties, the full amount paid 3hu11 be refunded by the 
36 adllcr 4e the purchu3cr if the purchaser pr0vidc3 a written 
37 notice of cancellation 4e the person specified ift the 
38 contract, and i Re claims hove been mad c against the 
39 contract. 14 e claim has bccn made against the contract 
40 within the first 60 dayo after receipt of the contract, e 
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• . 1, within the fii'# 30 days after rcccipt of the contract with 
2 rcpcct to a wcd motor vehicle witheitt manufacturcr 
3 warran#ies a pi'e rate refund, based on either elapsed 
4 time of mileage, at the seller's option as indicated irk the 
5 contract, 3ha11 be made by the geliep to the purchaser if 
6 the purchacr pr0vidc3 a written notice of cancellation to 
7 the person specified itt the contract. 
8 43- iiless the contract provides fof a longer period fo, 
9 obtaining a full i'efund, after the 1st €9 days after receipt 
10 of the contract, or after the firA 30 day3 after receipt of 
11 the contrae# with respect to a wed motor vehicle without 
12 manufaeturcr warranties, a pro rate refund, based on 
13 either elapsed time or mileage, at the cllcs option as 
14 indicated in the contract, AteR be made by the geller to 
15 the purchaser if the purchaser provides a written notice 
16 of eaftccllation to the person specified i the contract. Ift 
17 addition, the geller may asses a cancellation or 
18 adininiotrativc fee itot to cxcccd twenty/five dollars 
19 '' 
20 If the contract was financcd with a 'ehic1c 
21 puchat, the gelier may make the refund payable to the 
22 purchaser, the lender of record, or both. 
23 SEC. 
24 SEC. 4. Chapter 2.1 (commencing with Section 
25 1796.6) is added to Title 1.7 of Part 4 of Division 3 of the 
26 Civil Code, to read: 
27 
28 CHAPTER 2.1. 
29 

AUTOMOBILE WARRANTY 

ARBITRATION 
30 
31 1796.6. As used in this chapter, the following 
32 definitions apply: 
33 (a) "Manufacturer" means any individual, 
34 partnership, corporation, association, or other legal entity 
35 that manufactures, assembles, produces, or distributes 
36 new motor vehicles. The term includes a manufacturer, 
37 manufacturer branch, distributor, distributor branch, or 
38 representative subject to Article 1 (commencing with 
39 Section 11700) of Chapter 4 of Division 5 of the Vehicle 
40 Code. 
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I (b) "Motor vehicle" means a motor vehicle fts de-fined 
2 in ubdiviion -.e) of Section 9880.1 of the Business and 
3 Professions Code. passenger vehicle or a commercial 
4 vehicle with a gross vehicle weight of less than 1O,'XX 
5 pounds, required to be registered with the Department 
6 of Motor Vehicles. 
7 (c) "Certified automobile warranty arbitration 
8 program" means a program that has been certified by the 
9 Bureau of Automotive Repair pursuant to Article 9.5 
10 (commencing with Section 9889.22) of Chapter 20.3 of 
11 Division 3 of the Business and Professions Code. 
12 p964; Every manufacturer of new motor vchicic2 
13 whose velum of 3a1c3 and lemes ift this giate cxcccd3 
14 1,000 new motor vehicles during a ealcndar year shall, 
15 with rcpcct to new motor vchic1c2 sold or !eased during 
16 the next succeeding calendar year, maintain and operatc; 
17 rcaonably c1oic to all area within this state where new 
18 motor vchic1c3 of that manufacturer ae 9e4d or !eased, a 
19 certified automobile warranty arbitration program, aad 
20 3ha11 continuc to maintain and operate, the program until 
21 the expiration of the term of the cxprco writtcn 
22 warranties on all of the new motor Yehieies of that 
23 manufacturer sold or 1ca2cd ift this 9tate during that 
24 cnh-'ndnr year. 
25 1796.8. 
26 1796. 7. On or before June 30 of each calendar year, 
27 each manufacturer of a new motor vehicle sold, leased, or 
28 otherwise distributed by or for the manufacturer in this 
29 state during the preceding calendar year shall report to 
30 the New Motor Vehicle Board, on a form prescribed by 
31 the board, the total number of new motor vehicles of that 
32 manufacturer sold or leased in this state during the 
33 preceding calendar year, together with a breakdown by 
34 make, model, and model year, and any other information 
35 that the board may require, and shall accompany that 
36 report with the fees described in subdivision (b) of 
37 Section 11723 of the Vehicle Code. 
38 SEC.& 
39 SEC. 5. Section 7102 of the Revenue and Taxation 
40 Code, as amended by Chapter 41 of the Statutes of 1986, 
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1 is amended to read: 
2 7102. The money in the fund shall, upon order of the 
3 Controller, be drawn therefrom for refunds under this 
4 part, and pursuant to Section 1793.25 of the Civil Code, or 
5 be transferred in the following manner: 
6 (a) ( 1) All revenues, less refunds, derived under this 
7 part at the 43/4 percent rate, including the imposition of 
8 sales and use taxes with respect to the sale, storage, use, 
9 or other consumption of motor vehicle fuel which would 
10 not have been received if the sales and use tax rate had 
11 been 5 percent and if motor vehicle fuel, as defined for 
12 purposes of the Motor Vehicle Fuel License Tax Law 
13 (Part 2 (commencing with Section. 7301)), had been 
14 exempt from sales and use taxes, shall be estimated by the 
15 State Board of Equalization, with the concurrence of the 
16 Department of Finance shall be transferred during each 
17 fiscal year to the Transportation Planning and 
18 Development Account in the State Transportation Fund 
19 for appropriation pursuant to Section 99312 of the Public 
20 Utilities Code. 
21 (2) If the amount transferred pursuant to paragraph 
22 ( 1) is less than one hundred ten million dollars 
23 ($110,000,000) in any fiscal year, an additional amount 
24 equal to the difference between one hundred ten million 
25 dollars ($110,000,000) and the amount so transferred shall 
26 be transferred, to the extent funds are available, as 
27 follows: 
28 (A) For the 1986-87 fiscal year, from the General 
29 Fund. 
30 (B) For the 1987-88 and each subsequent fiscal year, 
31 from the state revenues due to the imposition of sales and 
32 use taxes on fuel, as defined for purposes of the Use Fuel 
33 Tax Law (Part 3 (commencing with Section 8601)). 
34 (b) The balance shall be transferred to the General 
35 Fund. 
36 (c) The estimate required by subdivision (a) shall be 
37 based on taxable transactions occurring during a calendar 
38 year, and the transfers required by subdivision (a) shall 
39 be made during the fiscal year that commences during 
40 that same calendar year. Transfers required by 
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1 paragraphs ( 1) and (2) of subdivision (a) shall be made 
2 quarterly. 
3 &EC. 
4 SEC. 6. Section 3050 of the Vehicle Code is amended 
5 to read: 
6 3050. The board shall do all of the following: 
7 (a) Adopt rules and regulations in accordance with 
8 Chapter 3.5 (commencing with Section 11340) of Part 1 
9 of Division 3 of Title 2 of the Government Code 
10 governing such matters as are specifically committed to 
11 its jurisdiction. 
12 (b) Hear and consider, within the limitations and in 
13 accordance with the procedure provided, an appeal 
14 presented by an applicant for, or holder of, a license as a 
15 new motor vehicle dealer, manufacturer, manufacturer 
16 branch, distributor, distributor branch, or representative 
17 when the applicant or licensee submits an appeal 
18 provided for in this chapter from a decision arising out of 
19 the department. 
20 (c) Consider any matter concerning the activities or 
21 practices of any person applying for or holding a license 
22 as a new motor vehicle dealer, manufacturer, 
23 manufacturer branch, distributor, distributor branch, or 
24 representative pursuant to Chapter 4 (commencing with 
25 Section 11700) of Division 5 submitted by any person. A 
26 member of the board who is a new motor vehicle dealer 
27 may not participate in, hear, comment, advise other 
28 members upon, or decide any matter considered by the 
29 board pursuant to this subdivision that involves a dispute 
30 between a franchisee and franchisor. After such 
31 consideration, the board may do any one or any 
32 combination of the following: 
33 (1) Direct the department to conduct investigation of 
34 matters that the board deems reasonable, and make a 
35 written report on the results of the investigation to the 
36 board within the time specified by the board. 
37 (2) Undertake to mediate, arbitrate, or otherwise 
38 resolve any honest difference of opinion or viewpoint 
39 existing between any member of the public and any new 
40 motor vehicle dealer, manufacturer, manufacturer 
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1 branch, distributor branch, or representative. 
2 (3) Order the department to exercise any and all 
3 authority or power that the department may have with 
4 respect to the issuance, renewal, refusal to renew, 
5 suspension, or revocation of the license of any new motor 
6 vehicle dealer, manufacturer, manufacturer branch, 
7 distributor, distributor branch, or representative as such 
8 license is required under Chapter 4 (commencing with 
9 Section 11700) of Division 5. 
10 (d) Hear and consider, within the limitations and in 
11 accordance with the procedure provided, a protest 
12 presented by a franchisee pursuant to Section 3060,3062, 
13 3064, or 3065. A member of the board who is a new motor 
14 vehicle dealer may not participate in, hear, comment, 
15 advise other members upon, or decide, any matter 
16 involving a protest filed pursuant to Article 4 
17 (commencing with Section 3060). 
18 SEC. & 
19 SEC. 7. Section 11723 of the Vehicle Code is amended 
20 to read: 
21 11723. (a) The board may require that fees shall be 
22 paid to the department for the issuance or renewal of a 
23 license to do business as a new motor vehicle dealer, 
24 dealer branch, manufacturer, manufacturer branch, 
25 distributor, distributor branch, or representative. The 
26 fees shall be to reimburse the department for costs 
27 incurred in licensing those dealers, manufacturers, 
28 distributors, branches, and representatives and for 
29 related administrative costs incurred on behalf of the 
30 board. The board may also require that an additional fee 
31 be paid to the department when the licensee has failed 
32 to pay the fee authorized by Section 3016 prior to the 
33 expiration of its occupational license and special plates 
34 and the licensee utilizes the 30-day late renewal period 
35 authorized by subdivision (c) of Section 11717. 
36 (b) The board shall administer the collection of fees to 
37 be paid to the department pursuant te smbdMsien (e-, in 
38 accordance with this subdivision for the purpose of fully 
39 funding the administration of the Automobile Artitration 
40 Warranty and Certification Act, Article 9.5 (commencing 
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1 with Section 9889.22) of Chapter 20.3 of Division 3 of the 
2 Business and Professions Code, according to the following 
3 procedure: 
4 ( 1) The fees collected pursuant to this subdivision 
5 shall be paid into the State Treasury to the credit of the 
6 Automobile Warranty and Arbitration Program 
7 Certification Fund, which is hereby created. The fees 
8 shall be available, when appropriated, exclusively to fund 
9 the Automobile Warranty and Artitration Certification 
10 Program. If at the conclusion of any fiscal year the 
11 amount of the fees collected exceeds the amount of the 
12 expenditures for this purpose during that fiscal year, the 
13 surplus shall be carried over into the succeeding fiscal 
14 year. 
15 (2) Every applicant for a license as a manufacturer, 
16 manufacturer branch, distributor, distributor branch, and 
17 representative, and every applicant for the renewal of a 
18 license as a manufacturer, manufacturer branch, 
19 distributor, distributor branch, and representative, shall 
20 accompany the application with a statement of the 
21 number of new motor vehicles sold, leased, or otherwise 
22 distributed by or for the applicant in this state during the 
23 preceding calendar year, including both a total of the 
24 number of vehicles and a breakdown by make, model, 
25 and model year and any other information that the board 
26 may require and shall pay to the department, for each 
27 issuance or renewal of the license, an amount prescribed 
28 by the board, but not to exceed two dollar ($) one 
29 dollar ($1) for each new motor vehicle sold, leased, or 
30 distributed by or for the applicant in this state during the 
31 fiscal year ending on the preceding June 30. No more 
32 than two d011ar3 (*) one dollar ($1) shall be charged, 
33 collected, or received from any one or more licensees 
34 pursuant to this subdivision with respect to the same 
35 motor vehicle. 
36 (3) On or before January 1 of each calendar year, the 
37 Bureau of Automotive Repair shall determine the dollar 
38 amount, not to exceed ' we d011ar2 (*fl) one dollar ($1) 
39 per motor vehicle, which shall be collected and received 
40 by the department during the following calendar year, 
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1 based on the number of sales, leases, and other 
2 dispositions of new motor vehicles which have taken 
3 place during the preceding calendar year, in order to 
4 fully fund the Automobile Warranty and Arbitration 
5 Certification Program during the following fiscal year. 
6 The Bureau of Automotive Repair shall notify the board 
7 of the dollar amount per motor vehicle that the board 
8 shall use in calculating the amounts of the fees to be 
9 collected from applicants pursuant to this subdivision. 
10 (4) The board may adopt regulations to implement 
11 this subdivision. 
12 (c) This section shall not apply to dealers, 
13 manufacturers, distributors, or representatives of 
14 vehicles not subject to registration under this code, 
15 except dealers, manufacturers, manufacturer branches, 
16 distributors, distributor branches, or representatives of 
17 off-highway motorcycles, as defined in Section 436. 
18 SEC. 9 
19 SEC. 8. The program described in Article 9.5 
20 (commencing with Section 9889.22) of Chapter 20.3 of 
21 Division 3 of the Business and Professions Code shall 
22 commence with the fica1 yeac beginning Jttiyjanuary 1, 
23 1988, if and to the extent that funds have been 
24 appropriated. However, the bureau may begin to plan 
25 and prepare to carry out the program by the adoption of 
26 regulations, the promulgation of forms and other 
27 activities from and after the effective date of this act. 
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In California, a new car which is leased or sold with a written warranty 
may be returned for a refund or a replacement if it cannot be repaired. The 
purpose of Lemon-Aid for New Car Buyers is to explain how and under 
what circumstances California's New Car Lemon Law applies. 

C.Qnten-ts

What Is the Lemon\LaW? ... '. :., •....................... 
YourHesponsibililies .. ; .•...... •·· .\ •............ , ..... .
Recor.ds You ShouldKeep;,.> .. : .. , .... ·.: ............ ·.'. If Repeated Re�aiLAttempts F�h( Nov{What? .......... . 
Whe.re to Find Help ·/· ,·: ... ,: :., . : ·. . ................ .
Questions and Answers , >r::. ; .. : .. , '. ·.\ : ................... .
Glossary ....... , ... ,; ... <:-/,.:::;.,. · .................. .
Service and. Repa'ir RE3c9rd,. ··\-'· :· . , . ; .............•... 
Contact Record Sheet . ; '., ... ; ......... , , ............. . 
Check List for New Car BtJyers a�<fli.essees ........... . 

' ' 
' ' '  " ,  

' , 
' ' '  ,,, '. 

This booklet is free by sending a self-addressed, stamped ($.39), legal
size envelope to Lemon-Aid for New Car Buyers, Department of Con
sumer Affairs, P.O. Box 310, Sacramento, CA 95802. 

A free list of other consumer educational materials prepared by the 
Department of Consumer Affairs is also available upon request. 
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WHAT IS THE LEMON LAW? 

California has a warranty law, the Song-Beverly Consumer Warranty 
Act, which applies to all consumer products that either are leased or 
sold with written warranties. During the time a written warranty is in 
effect, the manufacturer is responsible for making any necessary 
repairs, and is required to refund the price or replace the product if it 
is fundamentally defective—that is if it cannot be repaired after "a 
reasonable number of attempts." 

In 1982, the California Legislature amended the Song-Beverly 
Warranty Act to clarify what is meant by a reasonable number of 
attempts to repair a new motor vehicle. This amendment is known as 
California's "New Car Lemon Law." 
The Lemon Law applies only to new cars, vans or trucks sold in 

California on or after January 1, 1983, and to new vehicles leased 
after January 1, 1985 for terms exceeding four months. A vehicle must 
be leased or purchased primarily for personal, family or household 
use. The law does NOT apply to commercial or fleet vehicles, 
motorcycles, motorhomes or off- road vehicles. 

What Is a Lemon? 

Under the Lemon Law, you are generally entitled to a refund or 
replacement vehicle if, within the first year or 12,000 miles (whichever 
comes first): 

Four or more repair attempts are made on the same 
problem, 

or 

The car is out of service for a total of more than 30 days 
(not necessarily all at one time) while being repaired for any 
number of problems. 

In addition, the Lemon Law requires that: 

1. The problems you are having are covered by the warranty and 
substantially reduce the use,value or safety of the car. 

2. You notify the manufacturer directly about the problems you are 
having with your car if you are.required by the manufacturer to 
do so (see page 6). 

3 A complaint about the problem you are having with your car is 
submitted to a qualified third party dispute resolution program 

- 
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The law creates what is known in legal terminology as a 
presumption; the Lemon Law presumes that you are entitled to a 
refund or a replacement if the manufacturer or its dealer has made a 
certain number of unsuccessful attempts to repair your car (four or 
more repair attempts, or more than 30 days out of service). 
However, there is an exception (or in legal terminology, the 

presumption is rebuttable). If the manufacturer can prove that it has 
not had a reasonable opportunity to repair your car, you may not be 
entitled to a refund or a replacement vehicle. For example, if the 
manufacturer can prove that the number of repair attempts was not 
unreasonable because you did not follow the terms of the warranty or 
some event (such as a labor strike) prevented timely repairs, the 
Lemon Law may not help you. In addition, if you abused the car or 
damaged it in an accident, the Lemon Law will not apply. 
Dangerously defective cars may be returned even before the Lemon 

Law's standards are met. If the problem involves a violation of a 
vehicle equipment safety standard, a reasonable number of repair 
attempts may be as few as two, or even one. If you have a problem 
that involves the safety of your car (such as brake failure or a steering 
wheel that locks) that is not promptly corrected by the dealer or 
manufacturer, consider consulting a lawyer for advice. 

If you question the safety of your car, contact the National Highway 
Traffic Safety Administration or the Center for Auto Safety for 
assistance (see page 9). 
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Whether you have purchased or leased your new vehicle, the 
vehicle is protected by a warranty. To receive the benefits of this 
warranty, you should service and maintain the car by the terms of the 
warranty and owner's manual which come with the vehicle. Read your 
warranty and owner's manual carefully. 

The Written Warranty 

The written warranty describes the risks and responsibilities the 
manufacturer assumes if something goes wrong with the car. It tells 
you if, when and for how long the manufacturer will pay for repairs. It 
also lists the parts, components, characteristics and services that are 
covered, and those that are not. 
The warranty also lists the responsibilities you assume as the car's 

owner or lessee. If you want to take advantage of the Lemon Law's 
protections, you should service your car according to the 
manufacturer's recommended maintenance schedule. Check your 
warranty and owner's manual to find out which repairs and service 
must be done by the dealer. Your warranty might be invalidated by 
do-it-yourself repairs and service. Having the dealer do this work and 
keeping copies of the repair records will help prove that you have 
maintained the car as required by the warranty. 

All warranties have some limitations. The manufacturer may not be 
responsible for repairs caused by your failure to use, maintain or 
service your car properly. For example, if you do not add oil when it 
is needed and the engine is damaged, your warranty probably will not 
cover the repair costs. 

If the manufacturer or dealer claims that a problem results from 
misuse or neglect, but you do not agree, it may be helpful to seek the 
unbiased opinion of an auto diagnostic center or a competent 
mechanic. 

The Owner's Manual 

Don't overlook your owner's manual. It suggests how some 
problems can be corrected and provides valuable information about 
the care of your car. Most manuals also give driving tips, advice about 
the car's special features and other important information, such as the 
recommended tire pressure and where to find the vehicle's 
identification number. 

Getting Your Car Repaired  

If you have a problem with your car, explain the problem to the 
dealer as completely as you can (see page 5). 

If the first repair attempt is not successful, notify the dealer 
immediately and check the warranty. You may be required to notify 
the manufacturer directly of the need for further repairs. Information 
about how to contact the manufacturer's district or zone office can be 
found in your owner's manual, the warranty, or by asking the dealer. 

4 

857



Keep records of all service and repairs from the day you buy or 
lease your car. You may realize only after a period of time and 
repeated repairs that your car is a " lemon." This is the wrong time to 
begin record keeping. Carefully kept records can help show that you 
have cared for your car as recommended by the warranty and owner's 
manual. 
Two forms are provided in this booklet to help you to keep an 

accurate and complete repair history of your car—one is for repairs, 
the other is to record contacts. 

LR9  REPAIRS AND SERVICE   

Keep a record of the date and general nature of all repairs and 
adjustments made to your car, whether performed under warranty or 
not. Also record maintenance services. 
When you bring your car in for repairs, a service writer or manager 

will give you a written estimate ( repair order) before any work is 
begun. Make sure that all the car's problems are described on the 
repair order before you sign it. 
Give symptoms—don't diagnose. For example, if your car is 

requiring more than the usual amount of oil and you suspect that the 
rings are worn out, make certain that the repair order says "determine 
cause of excessive oil consumption," not "do a ring job." 

It is a good idea to make a list of your car's problems. Give a copy 
of this list to the service writer. ( Remember to keep a copy for 
yourself.) 

After the work is completed, you will receive an invoice. The invoice 
states which repairs or services were done, what parts were replaced, 
and the cost, if any. Make sure that the mileage and dates your car 
goes in and comes out are written on the invoice. If any of this 
information is missing, insist that it be added. 
Remember, you are entitled to a copy of the repair order when you 

bring your car in for service, and an invoice when the work is 
completed. This is your right, regardless of whether or not you are 
charged for the work performed. 
Keep a copy of both the repair order and the final invoice for your 

records. 

[LRECORD ALL CONTACTS  

Use the contact record sheet on page 16 of this booklet to keep 
notes about telephone, letter or personal discussions you have had 
regarding your car's problems. 

After an important conversation, take a minute to write a short letter 
confirming what was said. Send the letter by certified mail ( return 
receipt requested). Keep a copy of the letter and the mail receipt. This 
letter may later help you prove what was said, and may also help 
avoid misunderstandings. 
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If repeated attempts to repair your car have failed, read your 
warranty and owner's manual again. Make sure that you have followed 
the recommended repair and maintenance procedures. If you have 
financed the purchase of your car, keep the financing agency 
informed of the problems and your progress in resolving them. If you 
have leased your car, also keep the leasing agency informed of the 
problems and your progress in resolving them. 

Work with the Dealer and Manufacturer 

If you haven't notified the manufacturer about the problems you are 
having with your car, do it now. Send letters describing the problems 
and requesting needed repairs to both the manufacturer and dealer. 
Include copies of all repair orders and invoices. ( Before you are 
entitled to a refund or replacement under the Lemon Law, you may be 
required to notify the manufacturer directly at least once that further 
repairs are needed—check the warranty and any other papers you 
were given when you received the car.) 
You may want to give the dealer and manufacturer another 

opportunity to honor the warranty and repair the car. 
If at any point you have questions or desire additional help, contact 

the Department of Motor Vehicles, the New Motor Vehicle Board or 
another agency for assistance (see page 8). The Department of Motor 
Vehicles licenses dealers and manufacturers and will investigate 
written complaints, and the New Motor Vehicle Board mediates 
complaints about new cars. 

Third Party Dispute  Resolution Programs 

Third party dispute resolution programs are arbitration panels set 
up to resolve difficult car repair problems and avoid lawsuits. In fact, 
before you can use the Lemon Law in court, you are required to take 
your complaint to one of these arbitration programs if: 

..You :are.nobfieby the manufacturer/n writirrg that sQch a 
program isavaiIble (this infôrn,ationcomés in or withth 
warranty, and - 

The program is "qualified. To be qualified-the program ilus 
compl;with'FéderaITrade Commission .(F.Tcguid ell linehd 
•additipnal standards r:equiredby• the Lemon Law:TheFTcrules 
require that a qualified arbitration program be operated in a fair 
and impartial mariner. - - 

You will not have to pay a fee to use the arbitration program. 
Usually, you submit your complaint in writing to the program with 
copies of your records. If the information you give conflicts with that 
given by the manufacturer, the arbitrators must give you a chance to 
submit additional information and explain your side of the story. 
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Ask for a copy of the arbitration program's bylaws so that you will 
understand the process. Usually your case must be decided within 40 
days after the time your complaint is received. You may accept or 
reject the program's decision. If you accept, the manufacturer must 
accept the decision and has 30 days to comply. There is no appeal 
process for the manufacturer. 

If you do not agree with the arbitration program's decision, you can 
reject it and go to court to assert your right to a replacement, refund 
or other relief. You also can go to court if you accept the decision 
and the manufacturer does not promptly comply with its terms. The 
time limit on your right to file a lawsuit is extended while your case is 
involved in the arbitration procedure. If you sue, the judge may 
consider the program's decision in deciding your case. 
You areèqthrëto use an arbitration rogämônlñf -YOU'-want- to 

use the Lemon Law s standard of what is a reasonable number of 
repair attempts (four or more repairs or more than 30 days out of 
service) and the arbitration program complies with FTC and Lemon 
Law requirements Not all programs offered m by anufacturers comply 
with these requirements To find out if an arbitration program is 
qualified ask the manufacturer or the program 

If auàIifiêd ibit fiOh5rögràm isnbtaäilãblèVOU Thôhö6së 
to use a nonqualifyirig program. Such a program may be useful as an 
alternative to costly and lengthy court action. Be careful, these 
programs differ greatly and may not offer the same safeguards as a 
qualified arbitration program. For some you submit your case in 
writing, for others you present your case in person. Some programs 
may make decisions that are binding on you (this means you normally 
cannot appeal the decision, even in court); other programs may make 
decisions that are not binding on either party. Get a copy of the 
program's bylaws and be sure to evaluate all of your options before 
turning your problem over to one of these programs. 
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Always follow the repair procedures given in your warranty and 
owner's manual—these documents must contain the names, 
addresses and telephone numbers of persons to contact, and 
instructions to follow to obtain service. 

If you have followed these procedures and still have a problem, 
contact the following organizations for information or assistance. 

Complaint Area or 
Service Needed 

Organization 
to Contact 

Problem with the dealer, failure to 
honor the warranty, the quality of 
repairs performed under warranty, 
file a complaint, advice about 
asserting Lemon Law rights: 

Department of Motor Vehicles 
(DMV) 

Division of Registration and 
Investigative Services 

P.O. Box 12689 
Sacramento, CA 95852 
(or call the DMV office nearest the 
dealer's location) 

or 

New Motor Vehicle Board 
1507 21st Street, Suite 330 
Sacramento, CA 95814 
(916) 445-1888 

Information and advice about 
filing a complaint: 

8 

Local district attorney 

or 

Local consumer agency or 
• private consumer organization 
(check the yellow and white 
pages of your telephone 
directory under "consumer") 

or 

Department of Consumer Affairs 
Complaint Assistance Unit 
1020 N Street, Room 592 
Sacramento, CA 95814 
(916) 445-0660 
(10 a.m. to 3 p.m., weekdays) 
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Repair order or invoice problems: Bureau of Automotive Repair 
3116 Bradshaw Road 
Sacramento, CA 95827 
(800) 952-5210 (toll-free) 
(or check the telephone listing for 
the bureau's office in your area) 

Fraud or other questionable Local district attorney 
conduct: 

or 

Office of the Attorney General 
Public Inquiry Unit 
1515 K Street 
Sacramento, CA 95814 
(916) 322-3360 
(800) 952-5225 (toll-free) 

Safety problems and recall 
information: 

National Highway Traffic Safety 
Administration 

400 Seventh Street, S.W. 
Washington, D.C. 20590 
(800) 424-9393 (toll-free) 

or 

Center for Auto Safety 
2001 S Street, N.W., Suite 410 
Washington, D.C. 20009 
(202) 328-7700 

California lawyers who Center for Auto Safety (see above) 
specialize in warranty law: 

or 

Local county bar association's 
lawyer referral service 

Information about pending class Center for Auto Safety (see above) 
action lawsuits: 

9 862



I 

Q Does the Lemon Law apply to new cars purchased in 1982 or earlier? 

A£ No. The Lemon Law's provisions do not apply to cars purchased 
in 1982 or earlier. However, other provisions of the Song-Beverly Act 

regarding refund or replacement do apply to all cars sold with written 
warranties. In addition, the courts may consider the principles of the 
Lemon Law in deciding whether or not you have a right to a refund or 
replacement. 

Q Does the Lemon Law apply to used cars? A No, but if a used car is sold or leased with a written warranty, 
t other provisions of the Song-Beverly Act apply. If your warranty-
covered used car isn't repaired after a reasonable number of attempts, 
you may have a right to a refund or replacement from the used car 
dealer or other warrantor. Even if there is no written warranty, a used 
car purchaser may be helped by the California Commercial Code and 
other laws. (See page 8 for organizations to contact for more 
information.) 

Q Does the Lemon Law apply to leased vehicles? 
Yes, but only if the vehicle was leased after January 1, 1985, 
primarily for personal or family use, and for a term exceeding 

four months. The obligations of the manufacturer and dealer are 
substantially the same in both sales and leases. 

Q If the manufacturer has failed to fix a major defect after four 
repair attempts, am I guaranteed a refund or replacement? 
No. The manufacturer has the right to show that four repair 

, attempts were not unreasonable. In addition, if you have abused your 
car, filed to service your car as recommended, or did not give the 
manufacturer a reasonable opportunity to repair your car, you may 
lose your right to a refund or replacement under the provisions of the 
Lemon Law. However, it is the manufacturer that must prove its 
claims are valid. This is when accurate record keeping can be 
invaluable to you. 

Q If my car's only defects are ones that do not affect its use, value 
or safety substantially, am I still entitled to a replacement or refund? 
No, but if a minor defect is covered by your warranty, you are 
entitled to have it repaired. If the manufacturer or its dealer cannot 

repair it, you can have your car repaired elsewhere and then file suit 
in small claims court to recover reasonable repair costs from the 
manufacturer. All new and used cars sold by a dealer in California are 
covered by an implied (unwritten) warranty created by state law that 
the vehicle conforms with all applicable equipment and safety 
standards. 
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Q Do I have to notify the manufacturer when I take my car in for 
repairs? 

The warranty and other papers you received when you bought 
or leased the car will tell you whom you must notify when 

your car needs repair. This may include the manufacturer. Any time a 
repair attempt is unsuccessful, be sure to notify the dealer 
immediately. You also should notify the manufacturer's nearest 
district office about any major or unresolved problem with your new 
car. You also may check with the National Highway Traffic Safety 
Administration or the Center for Auto Safety to see if your car has 
been recalled (see page 9). 

Q When I take my car in for repairs, will the warranty coverage be 
extended by the length of time my car Is in the shop? 

r Yes, your warranty and the Lemon Law's protections are ex-
tended to include the period from the date when the car is delivered 

to the dealer through the date when the car is ready to be picked up. 

Q If a new problem is discovered after the first year or 12,000 miles, 
will the Lemon Law be of help? 

No. However, your car's written warranty may specify coverage 
L that is greater than one year or 12,000 miles. If so, while the warranty 
is in effect, the Song-Beverly Act will give you the right to a 
replacement or refund if repairs are not made after a reasonable 
number of attempts. 

Q What can I do If I believe I am entitled to a refund or replace-
ment under the Lemon Law but the manufacturer refuses to provide 
either one? 

A manufacturer will be reluctant to provide a replacement or price 
L- refund voluntarily until it is convinced of its legal obligation to do 
so. Instead, most manufacturers will want to continue trying to repair 
your car. However, if you legally are entitled to a refund or 
replacement under the Lemon Law and the manufacturer or its dealer 
refuses to honor your request, the manufacturer risks paying the 
penalty for a "willful" (or intentional) violation of the Song-Beverly 
Warranty Act. Consult a lawyer—warranty law is complicated. If the 
court determines that the manufacturer is guilty of a willful violation 
of the Song-Beverly Act, it can award you up to three times your 
actual losses, reasonable attorney's fees and court costs. 
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Q If my car can't be repaired after a "reasonable number of 
attempts," do I need to continue my payments? 
You may have a right to withhold payments—it depends on the 
specifics of your case. Unless your credit contract has specific terms 

that permit you to withhold payments, you risk having the car 
repossessed (which may also damage your credit rating). See a 
lawyer before you stop making payments. 

Q If I'm entitled to a refund, will I receive the full purchase price? 
. Probably not. A deduction may be made for the value of the use 

you got from your car before the defect was discovered. The date and 
mileage when the defect was first noticed and reported are used to 
determine the end of the useful life of your car. The amount deducted 
is usually the result of negotiations and compromise between you and 
the manufacturer. While there is no hard and fast rule for calculating 
the amount of this deduction, it is not appropriate for you to be 
charged commercial rental car rates. Again, carefully kept records 
that include mileage are a real help. 

Q What do I need to know about filing a lawsuit for a replacement 
or refund of my new car? 
You need to consult a lawyer. Filing a lawsuit for a refund or 

L\ replacement of a car you think is a lemon involves a number of com-
plicated legal steps. Often the lawsuit must be filed within a specific 
period of time. So, if you think you may need to go to court, don't 
delay. Of course, this will cost you money—unless the lawyer is 
willing to represent you on the basis that the lawyer will be paid by 
the manufacturer or dealer if you win the lawsuit. 

INX 
0 1 I'M RID 

Calendar Day—includes weekends and holidays. A car left with the 
dealer on Friday morning and ready to be picked up Monday 
afternoon has been out of service for four calendar days. A 30-minute 
wait for an adjustment probably won't count as one day. However, an 
actual loss of use of the car for more than half a day because it has 
been necessary to leave the car with the dealer for repairs probably 
will count as one day. 

Dealer—an authorized sales and repair agent for an automobile 
manufacturer. 

District or Zone Office—the manufacturer's regional office. For 
information on how to contact it, see your owner's manual or 
warranty, or ask a dealer. 

Invoice—an itemized statement given to a customer when repair work 
is finished. An invoice lists all labor performed, parts replaced or 
repaired, and any charges. 

Leased Vehicles—since January 1, 1985, new vehicles leased primarily 
for personal, family or household purposes for a term exceeding four 

months are protected by the Song-Beverly Consumer Warranty Act 
(including the New Car Lemon Law). California Civil Code Section 

1795.4. 12 
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Lemon—a new car that has not been repaired after a reasonable 
number of repair attempts. 

Lemon Law—defines when a manufacturer has had a reasonable 
opportunity to repair a new car that does not operate as it should, and 
entitles the buyer to a refund or replacement of the car. California 
Civil Code Section 1793.2(d) and (e). 

Maintenance Schedule—the regular service and adjustments which 
need to be made to new cars. Most warranties recommend that the 
dealer performs this maintenance during the warranty period. 

Manufacturer—the company that built or produced the car. 

Owner's Manual—a booklet that comes with a new car. It explains 
how to operate and maintain the vehicle. 

Presumption—a legal term meaning that something is assumed to be 
true if something else is proven. For example, the Lemon Law 
presumes a car is a "lemon" if the manufacturer has made four or 
more attempts to repair it and the car is still not working properly. 
This is true unless the manufacturer can prove that four was really not 
an excessive number of repair attempts under the circumstances. 
California Civil Code Section 1793.2(e). 

Reasonable Number of Attempts—as defined by the Lemon Law, a 
reasonable number of attempts have been made when the 
dealer/manufacturer has tried four separate times to fix the same 
problem or when the car has been out of service for a total of 30 days 
to repair one or more problems, where the problems substantially 
reduce the car's use, value or safety (see page 2). 

Refund—the money returned to the buyer of a car that has not been 
repaired after repeated attempts. Usually the refund is the purchase 
price minus a deduction for the use of the car before the problem was 
discovered. 

Service Writer—the person in the dealer's repair and service 
department who writes up the repair order. 

Song-Beverly Consumer Warranty Act—a California law that defines 
the rights and duties of consumers who purchase or lease products 
with warranties. This law requires a warrantor to begin repairs 
promptly and complete them within 30 days, and gives a buyer or 
lessee the right to a refund or replacement if a product covered by 
warranty cannot be repaired by a manufacturer after a reasonable 
number of attempts. California Civil Code Sections 1790-1795.7. 

Third Party Dispute Resolution Program—an arbitration panel 
established by an auto manufacturer to resolve warranty disputes. 
Such a program sometimes is called an informal dispute settlement 
process or mechanism, and is designed to settle disputes without 
having to go to court (see page 6). California Civil Code Section 
1793.2(e)(3). 

Warranty—a contract that establishes both a buyer's and 
manufacturer's responsibility for a product. 
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CHECK LIST FOR NEW CAR OWNERS 
AND LESSEES 

o Read your warranty and owner's manual. Pay close atten-
tion to the responsibilities you have. 

o Service and maintain your car as required in the warranty 
and owner's manual. 

El If you notice a problem with your car, contact the dealer 
immediately. 

El Insist on itemized work orders and final invoices forall car 
repairs and service. Keep these for your records. 

El Keep a list of all repairs made to your car. Also, write down 
all telephone and personal contacts with the dealer, 
manufacturer or other parties (use the record sheets, 
pages 14-15). Send a letter to confirm important agree-
ments. Keep a copy for your records. 

El If the dealer's repair attempts are not successful, write to 
the manufacturer's district or zone office. Keep a copy of 
your letter and the manufacturer's reply for your records. 

o If the dealer and manufacturer are unable to repair the car 
after a " reasonable number of attempts" (see page 2), 
inform the dealer and manufacturer of your right to a 
refund or replacement. 

o If you are required to use a third party dispute resolution 
program (see page 6), submit your complaint with copies 
of your records to the program designated by the 
manufacturer. 

o If you are still dissatisfied, you may want to consider legal 
action. Contact a lawyer who specializes in warranty law 
(see page 9). 
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STATEMENT AB 3611 

AB 3611 AMENDS CALIFORNIA'S FIRST "LEMON LAW" WHICH I 

AUTHORED IN 1982. THAT LAW HAS BEEN IN EFFECT FOR OVER THREE 

YEARS AND WE HAVE SUBSTANTIAL EXPERIENCE WITH ITS ADMINISTRATION. 

BECAUSE OF CONSUMER COMPLAINTS ABOUT ITS OPERATION, I INTRODUCED 

THIS BILL TO MAKE IT FAIRER. THE BILL HAS TWO MAIN GOALS: 

1) FIRST, IT WILL MAKE SURE THAT OWNERS OF "LEMON" CARS WILL 

RECEIVE FULL REFUNDS. 

2) SECOND, IT ESTABLISHES PROCEDURES TO HELP ASSURE THAT THE 

ARBITRATION PROGRAMS THAT REVIEW "LEMON" CASES BE RUN FAIRLY. 

BRIEFLY, AB 3611, AS I AM PROPOSING TO AMEND IT, DOES THE 

FOLLOWING: 

- IT REQUIRES THAT THE BUREAU OF AUTOMOTIVE REPAIR ESTABLISH A 

VOLUNTARY CERTIFICATION PROGRAM FOR AUTO WARRANTY 

ARBITRATION PROGRAMS. 

- IF A MANUFACTURER DOES NOT OPERATE A CERTIFIED ARBITRATION 

PROGRAM, THE MANUFACTURER WOULD BE REQUIRED TO NOTIFY THE 

CAR BUYER OF THAT FACT AT THE TIME OF PURCHASE. 

- IT REQUIRES THE BUREAU OF AUTOMOTIVE REPAIR TO ADOPT 

REGULATIONS GOVERNING THE CERTIFICATION AND DECERTIFICATION 

OF AUTO WARRANTY ARBITRATION PROGRAMS, AND TO REPORT 

BIENNIALLY TO THE LEGISLATURE ON THE EFFECTIVENESS OF THE 

VOLUNTARY STATE CERTIFICATION PROGRAM. 

- IT REQUIRES THAT NEW CAR MANUFACTURERS PAY A FEE NOT TO 

EXCEED $ 1 PER VEHICLE SOLD, TO FUND THE CERTIFICATION 

PROGRAM FOR AUTOMOBILE WARRANTY ARBITRATION PROGRAMS. 

- IT ALLOWS A CONSUMER TO REJECT A REPLACEMENT FOR A "LEMON" 

CAR AND GET A REFUND INSTEAD. 

- IT REQUIRES THE MANUFACTURER TO REIMBURSE THE OWNER OF A 

"LEMON" FOR SALES TAXES, LICENSE AND REGISTRATION FEES AND 

INCIDENTAL COSTS SUCH AS REPAIR, TOWING AND RENTAL CAR 

COSTS, AND ALLOWS THE MANUFACTURER TO RECOVER THESE REFUNDED 

SALES TAXES FROM THE STATE. 
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THE COSTS OF THE BILL ARE TWOFOLD: 

1) THE BUREAU OF AUTOMOTIVE REPAIR WILL HAVE COSTS ASSOCIATED 

WITH CERTIFYING ARBITRATION PROGRAMS. THESE COSTS WILL BE 

FULLY COVERED BY FEES PAID BY AUTO MANUFACTURERS. 

2) REFUND OF SALES TAXES. THE COSTS TO THE GENERAL FUND WILL 

BE SMALL. WHILE THE NUMBER OF "LEMONS" SOLD IN CALIFORNIA 

IS NOT KNOWN, I ESTIMATE REFUNDS ON ONLY 200 TO 300 

VEHICLES A YEAR. SALES TAX REFUNDS ARE ALREADY GIVEN ON 

ALL OTHER GOODS SOLD TO CONSUMERS. THE COST IN THIS CASE 

IS MORE THAN JUSTIFIED IF IT CREATES A FAIRER SYSTEM. 

I BELIEVE THAT THESE CHANGES TO THE "LEMON LAW" WILL ENSURE 

THAT IT IS ADMINISTERED MORE FAIRLY THAN IS PRESENTLY THE CASE. 

t.iT WILL - VETHE CONSUMER A BETTER SnAKE THANHE OR SHE NOW &E 

I ACCEPTED THE ADDITIONAL AMENDMENTS TO THIS BILL IN RESPONSE TO 

CONCERNS EXPRESSED BY AUTO MANUFACTURERS. I BELIEVE THAT THE 

AMENDMENTS REMOVE THEIR OPPOSITION. 

WITNESSES: 
CARMEN GONZALEZ - Ca1PIRG 
RICHARD ELBRECHT - Dept. of Consumer Affairs 
SAM JENNINGS - Executive Secretary, New Motor Vehicle Board 
MIKE SIEVING 

SUPPORT: 
CalPIRG 
Consumers Union 
Consumer Federation of California 
New Motor Vehicle Board 
Electronic Representatives Assoc. 
State Board of Equalization 

OPPOSITION: 
Ford Motor Company 
Chrysler Corporation 
Automobile Importers of America 
Motor Vehicle Manufacturers Assoc. 

8/12/86 Senate Appropriations 
(a) 
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AB 3611 (TANNER) 

AB 3611 revises the present "Lemon law" which protects consumers 
who buy " lemon" cars from auto manufacturers. The bill requires 
the Bureau of Auto Repair to certify that auto manufacturer-run 
programs to arbitrate " lemon law" cases are run impartially. It 
also requires that when a consumer receives a refund for a 
"lemon" the sales tax on the car also must be refunded. 

AB 3611 died on the Senate Appropriations suspense file on August 
21. Chairman Boatwright stated that, while the bill had no 
fiscal consequences, it did have substantial opposition. 

There is no opposition to the bill. The following is a list of 
positions on the bill: 

SUPPORT:  

CalPIRG 
Consumers Union 
New Motor Vehicle Board 
Consumer Federation of Calif. 
State Board of Equalization 
Chrysler 

NEUTRAL OPPOSE  

Dept. of Finance 
General Motors 
Automobile Importers 
Ford Motor Company 
Motor Vehicle 

Manufacturers Assoc. 
Motor Car Dealers 
Honda 

None 

Fiscal effect of AB 3611:  

1) Certification program run by Bureau of Auto Repair: Costs of 
$300,000 annually; these costs will be completely paid by  
fees imposed on the auto manufacturers.  

2) Sales tax refunds - unknown costs, according to the 
Legislative Analyst. The Department of Finance estimates the 
amount of these refunds to be about $ 145,000 but states that 
this has no overall fiscal impact on the General Fund because 
the sales taxes refunded to owners of " lemon" cars were 
already paid into the General Fund by the automobile dealers 
who sold the cars. 

8/22/86 
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NOTES ON AB 3611 RE OPPOSITION August 22, 1986 

The only written oppositon we had in our file was: 

FORD MOTOR COMPANY (Dick Dugally)  changed to Neutral 

CHRYSLER (Al Davis)  changed to Support 

MOTOR VEHICLE MANUFACTURERS (Jim Austin)  changed to Neutral 

AUTOMOBILE IMPORTERS OF AMERICA ( Sara Michael)  changed  to Neutral 

Other Opposition: 

MOTOR CAR DEALERS ( Loren Smith)  changed to Neutral 

HONDA (Norma Dillon)  changed to Neutral 
with minor amendments 

The following persons all stated that their opposition was 
removed by the amendments that were agreed upon by them and 
Assemblywoman Tanner on August 12 and which amendments were done 
in a mock up to be given to Senate Appropriations in that 
committee on August 13. 

Senator Boatwright was not going to let us hear the bill so 
Assemblywoman Tanner talked to Senator Lockyer (Chair of Senate 
Judiciary) and he agreed that it was o.k. to amend AB 3611 and 
not necessary to be returned to his committee, and Senator 
Lockyer then gave that information to Senator Boatwright, who 
then passed AB 3611 to the suspense file with amendments. 

Dick Dugally:  

Dick talked to Barry Brokaw ( consultant to Boatwright) indicating 
that Ford no longer had any opposition. 

Lee Ridgeway:  

Lee talked to Barry Brokaw and also mentioned to Senator 
Boatwright that General Motors no longer had any opposition. 

Sara Michaels:  

Sara talked to Barry Brokaw that Automobile Importers no longer 
had any opposition to the bill. 

Jim Austin:  

Jim said that he told Barry Brokaw that night, 8/12, after the 
meetings that the situation had changed and based on those 
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discussions and the amendments that they no longer had a problem 
with the bill. Jim said that Barry told him that the wheels were 
already put in motion and that things were not going to change. 

Loren Smith:  

Loren went to neutral when we put in the Bureau of Automotive 
Repair as the Certifying body. He had never put their objections 
in a letter. 
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Proposed Amendments to AB 3611 - As Amended August 11, 1986 

1) The amendments would delete the requirement in the bill that 

all auto manufacturers must maintain and operate a certified 

automobile warranty arbitration program. Participation in 

the certification program would, therefore, be voluntary. 

2) The amendments would delete the requirement in the bill that 

where a manufacturer does not operate a certified 

arbitration program, a warranty dispute would be referred to 

a certified arbitration program by the Bureau of Automotive 

Repair. (The requirement that the manufacturer notify the 

consumer that they do not operate a certified arbitration 

program would remain in the bill.) 

3) The amendments modify the reporting requirements imposed 

upon certified automobile warranty arbitration programs to 

only require reporting of actual arbitration and mediation 

cases. 

4) The amendments reduce the workload of the Bureau of 

Automotive Repair by only requiring the Bureau to analyze a 

sampling of complaints submitted to the Bureau by certified 

arbitration programs. 

5) The amendments delete language requiring that auto repairs 

by done only byl4licensed repair facilities. 

6) The amendments change the implementation date of the 

certification program from July 1, 1988, to January 1, 1988. 

7) The amendments correct a drafting error in the fee 

collection provision of the bill. 
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EXPLANATION OF AUTHOR'S AMENDMENTS 

1) FOUR AMENDMENTS ARE TECHNICAL, CORRECT DRAFTING PROBLEMS OR 

MAKE CHANGES TO THE SALES TAX REFUND PROVISIONS AS REQUESTED 

BY THE STATE BOARD OF EQUALIZATION. 

TECHNICAL - Numbers 1 & 9 

DRAFTING - Number 7 

SALES TAX - Number 8 

2) THE FIVE REMAINING AMENDMENTS, NUMBERS 2 - 6, DELETE THE 

PROVISIONS OF THE BILL THAT ALLOWS THE BUYER OF A "LEMON" TO 

CHOOSE REPLACEMENT OR REFUND AND REPLACE THOSE WITH 

PROVISIONS THAT ALLOW THE BUYER TO REJECT AN UNSATISFACTORY 

REPLACEMENT VEHICLE, IF IT IS OFFERED, AND REQUEST A REFUND 

INSTEAD. 
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STATEMENT AB 3611 

AB 3611 AMENDS CALIFORNIA'S FIRST "LEMON LAW" WHICH HAS BEEN 

IN EFFECT FOR OVER THREE YEARS. BECAUSE OF CONSUMER COMPLAINTS 

WHICH WERE RECEIVED ABOUT THE LAW'S OPERATION, I INTRODUCED THIS 

BILL. IT HAS TWO MAIN GOALS. 

1) FIRST, IT WILL MAKE SURE THAT OWNERS OF "LEMON" CARS 

RECEIVE FULL REFUNDS. 

2) SECOND, IT REQUIRES THAT THE ARBITRATION PANELS THAT 

REVIEW "LEMON" CASES WILL BE RUN FAIRLY. 

BRIEFLY AB 3611 DOES THE FOLLOWING: 

- IT REQUIRES THAT THE NEW MOTOR VEHICLE BOARD CERTIFY THAT 

AUTO MANUFACTURER RUN ARBITRATION PANELS MEET THE 

REQUIREMENTS OF CURRENT LAW AND REGULATIONS AND REVOKE THE 

CERTIFICATION IF THE PANEL IS NOT RUN PROPERLY. 

- IT REQUIRES THAT ARBITRATION PANEL MEMBERS MAKE DECISIONS IN 

CONFORMANCE TO THE "LEMON LAW" AND THAT, IF THEY NEED 

INDEPENDENT AUTOMOTIVE EXPERTISE, THEY CAN GET IT TO HELP 

THEM MAKE THEIR DECISION. 

- IT REQUIRES THE MANUFACTURER TO REIMBURSE THE OWNER OF A 

"LEMON" FOR SALES TAXES, LICENSE AND REGISTRATION FEES AND 

INCIDENTAL COSTS SUCH AS REPAIR, TOWING AND RENTAL CAR COSTS. 

- IT ALLOWS THE MANUFACTURER TO RECOVER REFUNDED SALES TAXES 

FROM THE STATE. 

I BELIEVE THAT THESE CHANGES TO THE "LEMON LAW" WILL ENSURE 

THAT IT IS ADMINISTERED MORE FAIRLY THAN IS PRESENTLY THE CASE. 

IT WILL GIVE THE CONSUMER A BETTER SHAKE THAN HE OR SHE NOW GETS. 
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SUPPORT: 
Ca1PIRG 
Consumers Union 
Consumer Federation of California 
New Motor Vehicle Board 
Electronic Representatives Assoc. 
State Board of Equalization 

OPPOSITION: 
Ford Motor Company 
Chrysler Corporation 
Automobile Importers of America 
Motor Vehicle Manufacturers Assoc. 

6/4/86 Assembly Floor 
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STATEMENT AB 3611 

CALIFORNIA'S FIRST " LEMON LAW," WHICH I AUTHORED IN 1982, HAS 

BEEN IN EFFECT FOR OVER THREE YEARS. BECAUSE OF CONSUMER 

COMPLAINTS WHICH WERE RECEIVED ABOUT THE LAW'S OPERATION, I 

INTRODUCED THIS BILL. IT HAS TWO MAIN GOALS. 

1) FIRST, IT WILL MAKE SURE THAT OWNERS OF "LEMON" CARS 

RECEIVE FULL REFUNDS. 

2) SECOND, IT REQUIRES THAT THE ARBITRATION PANELS THAT 

REVIEW "LEMON" CASES WILL BE RUN FAIRLY. 

BRIEFLY AB 3611 DOES THE FOLLOWING: 

- IT REQUIRES THAT THE NEW MOTOR VEHICLE BOARD CERTIFY THAT 

AUTO MANUFACTURER RUN ARBITRATION PANELS MEET THE 

REQUIREMENTS OF CURRENT LAW AND REGULATIONS. 

- IT REQUIRES THE MANUFACTURER TO REIMBURSE THE OWNER OF A 

"LEMON" FOR SALES TAXES, LICENSE AND REGISTRATION FEES AND 

INCIDENTAL DAMAGES SUCH AS REPAIR, TOWING AND RENTAL CAR 

COSTS. 

IT ALLOWS THE MANUFACTURER TO RECOVER REFUNDED SALES TAXES 

FROM THE STATE. 

THE COSTS OF THE BILL ARE TWOFOLD: 

1) THE NEW MOTOR VEHICLE BOARD WILL HAVE COSTS ASSOCIATED 

WITH CERTIFYING ARBITRATION PANELS. THE BOARD TELLS ME 

THAT THOSE COSTS ARE ABSORBABLE IN THE COMING FISCAL YEAR 

AND WILL BE COVERED BY FEES ON AUTO MANUFACTURERS IN THE 

FOLLOWING FISCAL YEARS. 

2) REFUND OF SALES TAXES. THE COSTS TO THE GENERAL FUND 

WILL BE SMALL. WHILE THE NUMBER OF " LEMONS" SOLD IN 

CALIFORNIA IS NOT KNOWN, I ESTIMATE REFUNDS ON ONLY 200 

to 300 A YEAR. SALES TAX REFUNDS ARE GIVEN ON ALL OTHER 

GOODS SOLD TO CONSUMERS. THE COST IN THIS CASE IS MORE 

THAN JUSTIFIED IF IT CREATES A FAIRER SYSTEM. 
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SUPPORT: 
CalPIRG 
Consumers Union 
Consumer Federation of California 
New Motor Vehicle Board 
Electronic Representatives Assoc. 
State Board of Equalization 

OPPOSITION: 
Ford Motor Company 
Chrysler Corporation 
Automobile Importers of America 
Motor Vehicle Manufacturers Assoc. 

WITNESSES: 
Sam Jennings, Executive Secretary, New Motor Vehicle Board 
Debbie Bruns of CalPIRG will be in the audience. 

5/28/86 Ways and Means 
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AB 3611 (TANNER) 

AB 3611 revises the present "Lemon law" which protects consumers 
who buy " lemon" cars from auto manufacturers. The bill requires 
the Bureau of Auto Repair to certify that auto manufacturer-run 
programs to arbitrate " lemon law" cases are run impartially. It 
also requires that when a consumer receives a refund for a 
"lemon" the sales tax on the car also must be refunded. 

AB 3611 died on the Senate Appropriations suspense file on August 
21. Chairman Boatwright stated that, while the bill had no 
fiscal consequences, it did have substantial opposition. 

There is no opposition to the bill. The following is a list of 
positions on the bill: 

SUPPORT: 

Ca1PIRG 
Consumers Union 
New Motor Vehicle Board 
Consumer Federation of Calif. 
State Board of Equalization 
Chrysler 

NEUTRAL OPPOSE 

Dept. of Finance 
General Motors 
Automobile Importers 
Ford Motor Company 
Motor Vehicle 
Manufacturers Assoc. 

Motor Car Dealers 
Honda 

None 

Fiscal effect of AB 3611:  

1) Certification program run by Bureau of Auto Repair: Costs of 
$300,000 annually; these costs will be completely paid by  
fees imposed on the auto manufacturers.  

2) Sales tax refunds - unknown costs, according to the 
Legislative Analyst. The Department of Finance estimates the 
amount of these refunds to be about $ 145,000 but states that 
this has no overall fiscal impact on the General Fund because 
the sales taxes refunded to owners of " lemon" cars were 
already paid into the General Fund by the automobile dealers 
who sold the cars. 

8/22/86 
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AB 3611 (TANNER) 

AB 3611 revises the present "Lemon law" which protects consumers 
who buy " lemon" cars from auto manufacturers. The bill requires 
the Bureau of Auto Repair to certify that auto manufacturer-run 
programs to arbitrate " lemon law" cases are run impartially. It 
also requires that when a consumer receives a refund for a 
"lemon" the sales tax on the car also must be refunded. 

AB 3611.-'died on the Senate Appropriations suspense file on August 
21. Chairman Boatwright stated that, while the bill had no 
fiscal consequences, it did have substantial opposition. 

There is no opposition to the bill. The following is a list of 
positions on the bill: 

SUPPORT: 

Ca1PIRG 
Consumers Union 
New Motor Vehicle Board 
Consumer Federation of Calif. 
State Board of Equalization 
Chrysler 

Fiscal effect of AB 3611:  

1) 

NEUTRAL OPPOSE 

Dept. of Finance 
General Motors 
Automobile Importers 
Ford Motor Company 
Motor Vehicle 

Manufacturers Assoc. 
Motor Car Dealers 
Honda 

None 

Certification program run by Bureau of Auto Repair: Costs of 
$300,000 annually; these costs will be completely paid by  
fees imposed on the auto manufacturers.  

2) Sales tax refunds - unknown costs, according to the 
Legislative Analyst. The Department of Finance estimates the 
amount of these refunds to be about $ 145,000 but states that 
this has no overall fiscal impact on the General Fund because 
the sales taxes refunded to owners of " lemon" cars were 
already paid into the General Fund by the automobile dealers 
who sold the cars. 

8/22/86 
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N0TES ON AB 3611 RE OPPOSITION August 22, 1986 

The only written oppositon we had in our file was: 

FORD MOTOR COMPANY (Dick Dugally)   

CHRYSLER (Al Davis)  

MOTOR VEHICLE MANUFACTURERS (Jim Austin)   

changed 

changed 

changed 

AUTOMOBILE IMPORTERS OF AMERICA ( Sara Michael) .. changed 

Other Opposition: 

MOTOR CAR DEALERS (Loren Smith) 

HONDA (Norma Dillon)   

to Neutral 

to Support 

to Neutral 

to Neutral 

changed to Neutral 

changed to Neutral 
with minor amendments 

The following persons all stated that their opposition was 
removed by the amendments that were agreed upon by them and 
Assemblywoman Tanner on August 12 and which amendments were done 

in a mock up to be given to Senate Appropriations in that 
committee on August 13. 

Senator Boatwright was not going to let us hear the bill so 
Assemblywoman Tanner talked to Senator Lockyer (Chair of Senate 
Judiciary) and he agreed that it was o.k. to amend AB 3611 and 
not necessary to be returned to his committee, and Senator 
Lockyer then gave that information to Senator Boatwright, who 
then passed AB 3611 to the suspense file with amendments. 

Dick Dugally:  

Dick talked to Barry Brokaw ( consultant to Boatwright) indicating 

that Ford no longer had any opposition. 

Lee Ridgeway:  

Lee talked to Barry Brokaw and also mentioned to Senator 
Boatwright that General Motors no longer had any opposition. 

Sara Michaels:  

Sara talked to Barry Brokaw that Automobile Importers no longer 
had any opposition to the bill. 

Jim Austin:  

Jim said that he told Barry Brokaw that night, 8/12, after the 
meetings that the situation had changed and based on those 
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discussions and the amendments that they no longer had a problem 
with the bill. Jim said that Barry told him that the wheels were 
already put in motion and that things were not going to change. 

Loren Smith:  

Loren went to neutral when we put in the Bureau of Automotive 
Repair as the Certifying body. He had never put their objections 
in a letter. 
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STATEMENT AB 3611 

AB 3611 AMENDS CALIFORNIA'S FIRST "LEMON LAW" WHICH I 

AUTHORED IN 1982. THAT LAW HAS BEEN IN EFFECT FOR OVER THREE 

YEARS AND WE HAVE SUBSTANTIAL EXPERIENCE WITH ITS ADMINISTRATION. 

BECAUSE OF CONSUMER COMPLAINTS ABOUT ITS OPERATION, I INTRODUCED 

THIS BILL TO MAKE IT FAIRER. THE BILL HAS TWO MAIN GOALS: 

1) FIRST, IT WILL MAKE SURE THAT OWNERS OF "LEMON" CARS WILL 

RECEIVE FULL REFUNDS. 

2) SECOND, IT ESTABLISHES PROCEDURES TO HELP ASSURE THAT THE 

ARBITRATION PROGRAMS THAT REVIEW "LEMON" CASES BE RUN FAIRLY. 

BRIEFLY, AB 3611, AS I AM PROPOSING TO AMEND IT, DOES THE 

FOLLOWING: 

- IT REQUIRES THAT THE BUREAU OF AUTOMOTIVE REPAIR ESTABLISH A 

VOLUNTARY CERTIFICATION PROGRAM FOR AUTO WARRANTY 

ARBITRATION PROGRAMS. 

- IF A MANUFACTURER DOES NOT OPERATE A CERTIFIED ARBITRATION 

PROGRAM, THE MANUFACTURER WOULD BE REQUIRED TO NOTIFY THE 

CAR BUYER OF THAT FACT AT THE TIME OF PURCHASE. 

- IT REQUIRES THE BUREAU OF AUTOMOTIVE REPAIR TO ADOPT 

REGULATIONS GOVERNING THE CERTIFICATION AND DECERTIFICATION 

OF AUTO WARRANTY ARBITRATION PROGRAMS, AND TO REPORT 

BIENNIALLY TO THE LEGISLATURE ON THE EFFECTIVENESS OF THE 

VOLUNTARY STATE CERTIFICATION PROGRAM. 

- IT REQUIRES THAT NEW CAR MANUFACTURERS PAY A FEE NOT TO 

EXCEED $ 1 PER VEHICLE SOLD, TO FUND THE CERTIFICATION 

PROGRAM FOR AUTOMOBILE WARRANTY ARBITRATION PROGRAMS. 

- IT ALLOWS A CONSUMER TO REJECT A REPLACEMENT FOR A "LEMON" 

CAR AND GET A REFUND INSTEAD. 

- IT REQUIRES THE MANUFACTURER TO REIMBURSE THE OWNER OF A 

"LEMON" FOR SALES TAXES, LICENSE AND REGISTRATION FEES AND 

INCIDENTAL COSTS SUCH AS REPAIR, TOWING AND RENTAL CAR 

COSTS, AND ALLOWS THE MANUFACTURER TO RECOVER THESE REFUNDED 

SALES TAXES FROM THE STATE. 
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THE COSTS OF THE BILL ARE TWOFOLD: 

1) THE BUREAU OF AUTOMOTIVE REPAIR WILL HAVE COSTS ASSOCIATED 

WITH CERTIFYING ARBITRATION PROGRAMS. THESE COSTS WILL BE 

FULLY COVERED BY FEES PAID BY AUTO MANUFACTURERS. 

2) REFUND OF SALES TAXES. THE COSTS TO THE GENERAL FUND WILL 

BE SMALL. WHILE THE NUMBER OF " LEMONS" SOLD IN CALIFORNIA 

IS NOT KNOWN, I ESTIMATE REFUNDS ON ONLY 200 TO 300 

VEHICLES A YEAR. SALES TAX REFUNDS ARE ALREADY GIVEN ON 

ALL OTHER GOODS SOLD TO CONSUMERS. THE COST IN THIS CASE 

IS MORE THAN JUSTIFIED IF IT CREATES A FAIRER SYSTEM. ' 

I BELIEVE THAT THESE CHANGES TO THE " LEMON LAW" WILL ENSURE 

THAT IT IS ADMINISTERED MORE FAIRLY THAN IS PRESENTLY THE CASE. 

IT WILL GIVE THE CONSUMER A BETTER SHAKE THAN HE OR SHE NOW GETS. 

I ACCEPTED THE ADDITIONAL AMENDMENTS TO THIS BILL IN RESPONSE TO 

CONCERNS EXPRESSED BY AUTO MANUFACTURERS. I BELIEVE THAT THE 

AMENDMENTS REMOVE THEIR OPPOSITION. 

WITNESSES: 
CARMEN GONZALEZ - CalPIRG 
RICHARD ELBRECHT - Dept. of Consumer Affairs 

SAM JENNINGS - Executive Secretary, New Motor Vehicle Board 
MIKE SIEVING 

SUPPORT: 
CalPIRG 

Consumers Union 
Consumer Federation of California 
New Motor Vehicle Board 
Electronic Representatives Assoc. 
State Board of Equalization 

8/12/86 Senate Appropriations 

(a) 
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STATEMENT AB 3611 

AB 3611 AMENDS CALIFORNIA'S FIRST "LEMON LAW" WHICH I 

AUTHORED IN 1982. THAT LAW HAS BEEN IN EFFECT FOR OVER THREE 

YEARS AND WE HAVE SUBSTANTIAL EXPERIENCE WITH ITS ADMINISTRATION. 

BECAUSE OF CONSUMER COMPLAINTS ABOUT ITS OPERATION, I INTRODUCED 

THIS BILL TO MAKE IT FAIRER. THE BILL HAS TWO MAIN GOALS: 

1) FIRST, IT WILL MAKE SURE THAT OWNERS OF "LEMON" CARS WILL 

RECEIVE FULL REFUNDS. 

2) SECOND, IT ESTABLISHES PROCEDURES TO HELP ASSURE THAT THE 

ARBITRATION PROGRAMS THAT REVIEW "LEMON" CASES BE RUN FAIRLY. 

BRIEFLY, AB 3611, AS I AN PROPOSING TO AMEND IT, DOES THE 

FOLLOWING: 

- IT REQUIRES THAT THE BUREAU OF AUTOMOTIVE REPAIR ESTABLISH A 

VOLUNTARY CERTIFICATION PROGRAM FOR AUTO WARRANTY 

ARBITRATION PROGRAMS. 

- IF A MANUFACTURER DOES NOT OPERATE A CERTIFIED ARBITRATION 

PROGRAM, THE MANUFACTURER WOULD BE REQUIRED TO NOTIFY THE 

CAR BUYER OF THAT FACT AT THE TIME OF PURCHASE. 

- IT REQUIRES THE BUREAU OF AUTOMOTIVE REPAIR TO ADOPT 

REGULATIONS GOVERNING THE CERTIFICATION AND DECERTIFICATION 

OF AUTO WARRANTY ARBITRATION PROGRAMS, AND TO REPORT 

BIENNIALLY TO THE LEGISLATURE ON THE EFFECTIVENESS OF THE 

VOLUNTARY STATE CERTIFICATION PROGRAM. 

- IT REQUIRES THAT NEW CAR MANUFACTURERS PAY A FEE NOT TO 

EXCEED $ 1 PER VEHICLE SOLD, TO FUND THE CERTIFICATION 

PROGRAM FOR AUTOMOBILE WARRANTY ARBITRATION PROGRAMS. 

- IT ALLOWS A CONSUMER TO REJECT A REPLACEMENT FOR A " LEMON" 

CAR AND GET A REFUND INSTEAD. 
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IT REQUIRES THE MANUFACTURER TO REIMBURSE THE OWNER OF A 

"LEMON" FOR SALES TAXES, LICENSE AND REGISTRATION FEES AND 

INCIDENTAL COSTS SUCH AS REPAIR, TOWING AND RENTAL CAR 

COSTS, AND ALLOWS THE MANUFACTURER TO RECOVER THESE REFUNDED 

SALES TAXES FROM THE STATE. 

THE COSTS OF THE BILL ARE TWOFOLD: 

1) THE BUREAU OF AUTOMOTIVE REPAIR WILL HAVE COSTS ASSOCIATED 

WITH CERTIFYING ARBITRATION PROGRAMS. THESE COSTS WILL BE 

FULLY COVERED BY FEES PAID BY AUTO MANUFACTURERS. 

2) REFUND OF SALES TAXES. THE COSTS TO THE GENERAL FUND WILL 

BE SMALL. WHILE THE NUMBER OF "LEMONS" SOLD IN CALIFORNIA 

IS NOT KNOWN, I ESTIMATE REFUNDS ON ONLY 200 TO 300 

VEHICLES A YEAR. SALES TAX REFUNDS ARE ALREADY GIVEN ON 

ALL OTHER GOODS SOLD TO CONSUMERS. THE COST IN THIS CASE 

IS MORE THAN JUSTIFIED IF IT CREATES A FAIRER SYSTEM. 

I BELIEVE THAT THESE CHANGES TO THE " LEMON LAW" WILL ENSURE 

THAT IT IS ADMINISTERED MORE FAIRLY THAN IS PRESENTLY THE CASE. 

IT WILL GIVE THE CONSUMER A BETTER SHAKE THAN HE OR SHE NOW GETS. 

I ACCEPTED THE ADDITIONAL AMENDMENTS TO THIS BILL IN RESPONSE TO 

CONCERNS EXPRESSED BY AUTO MANUFACTURERS. I BELIEVE THAT THE 

AMENDMENTS REMOVE THEIR OPPOSITION. 

WITNESSES: 
CARMEN GONZALEZ - CalPIRG 
RICHARD ELBRECHT - Dept. of Consumer Affairs 
SAM JENNINGS - Executive Secretary, New Motor Vehicle Board 

MIKE SIEVING 

SUPPORT: 
CalPIRG 
Consumers Union 
Consumer Federation of California 
New Motor Vehicle Board 
Electronic Representatives Assoc. 

State Board of Equalization 

OPPOSITION: 
Ford Motor Company 

Chrysler Corporation 

Automobile Importers of America 
Motor Vehicle Manufacturers Assoc. 890



8/12/86 Senate Appropriations 
(a) 
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STATEMENT AB 3611 

AB 3611 AMENDS CALIFORNIA'S FIRST "LEMON LAW" WHICH I 

AUTHORED IN 1982. THAT LAW HAS BEEN IN EFFECT FOR OVER THREE 

YEARS AND WE HAVE SUBSTANTIAL EXPERIENCE WITH ITS ADMINISTRATION. 

BECAUSE OF CONSUMER COMPLAINTS ABOUT ITS OPERATION, I INTRODUCED 

THIS BILL TO MAKE IT FAIRER. THE BILL HAS TWO MAIN GOALS: 

1) FIRST, IT WILL MAKE SURE THAT OWNERS OF "LEMON" CARS WILL 

RECEIVE FULL REFUNDS. 

2) SECOND, IT ESTABLISHES PROCEDURES TO HELP ASSURE THAT THE 

ARBITRATION PROGRAMS THAT REVIEW "LEMON" CASES BE RUN FAIRLY. 

BRIEFLY, AB 3611, AS I AM PROPOSING TO AMEND IT, DOES THE 

FOLLOWING: 

- IT REQUIRES THAT THE BUREAU OF AUTOMOTIVE REPAIR ESTABLISH A 

VOLUNTARY CERTIFICATION PROGRAM FOR AUTO WARRANTY 

ARBITRATION PROGRAMS. 

- IF A MANUFACTURER DOES NOT OPERATE A CERTIFIED ARBITRATION 

PROGRAM, THE MANUFACTURER WOULD BE REQUIRED TO NOTIFY THE 

CAR BUYER OF THAT FACT AT THE TIME OF PURCHASE. 

- IT REQUIRES THE BUREAU OF AUTOMOTIVE REPAIR TO ADOPT 

REGULATIONS GOVERNING THE CERTIFICATION AND DECERTIFICATION 

OF AUTO WARRANTY ARBITRATION PROGRAMS, AND TO REPORT 

BIENNIALLY TO THE LEGISLATURE ON THE EFFECTIVENESS OF THE 

VOLUNTARY STATE CERTIFICATION PROGRAM. 

- IT REQUIRES THAT NEW CAR MANUFACTURERS PAY A FEE NOT TO 

EXCEED $ 1 PER VEHICLE SOLD, TO FUND THE CERTIFICATION 

PROGRAM FOR AUTOMOBILE WARRANTY ARBITRATION PROGRAMS. 

- IT ALLOWS A CONSUMER TO REJECT A REPLACEMENT FOR A "LEMON" 

CAR AND GET A REFUND INSTEAD. 

- IT REQUIRES THE MANUFACTURER TO REIMBURSE THE OWNER OF A 

"LEMON" FOR SALES TAXES, LICENSE AND REGISTRATION FEES AND 

INCIDENTAL COSTS SUCH AS REPAIR, TOWING AND RENTAL CAR 

COSTS, AND ALLOWS THE MANUFACTURER TO RECOVER THESE REFUNDED 

SALES TAXES FROM THE STATE. 
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THE COSTS OF THE BILL ARE TWOFOLD: 

1) THE BUREAU OF AUTOMOTIVE REPAIR WILL HAVE COSTS ASSOCIATED 

WITH CERTIFYING ARBITRATION PROGRAMS. THESE COSTS WILL BE 

FULLY COVERED BY FEES PAID BY AUTO MANUFACTURERS. 

2) REFUND OF SALES TAXES. THE COSTS TO THE GENERAL FUND WILL 

BE SMALL. WHILE THE NUMBER OF "LEMONS" SOLD IN CALIFORNIA 

IS NOT KNOWN, I ESTIMATE REFUNDS ON ONLY 200 TO 300 

VEHICLES A YEAR. SALES TAX REFUNDS ARE ALREADY GIVEN ON 

ALL OTHER GOODS SOLD TO CONSUMERS. THE COST IN THIS CASE 

IS MORE THAN JUSTIFIED IF IT CREATES A FAIRER SYSTEM. 

I BELIEVE THAT THESE CHANGES TO THE "LEMON LAW" WILL ENSURE 

THAT IT IS ADMINISTERED MORE FAIRLY THAN IS PRESENTLY THE CASE. 

IT WILL GIVE THE CONSUMER A BETTER SHAKE THAN HE OR SHE NOW GETS. 

I ACCEPTED THE ADDITIONAL AMENDMENTS TO THIS BILL IN RESPONSE TO 

CONCERNS EXPRESSED BY AUTO MANUFACTURERS. I BELIEVE THAT THE 

AMENDMENTS REMOVE THEIR OPPOSITION. 

WITNESSES: 
CARMEN GONZALEZ - Ca1PIRG 

RICHARD ELBRECHT - Dept. of Consumer Affairs 

SAM JENNINGS - Executive Secretary, New Motor Vehicle Board 
MIKE SIEVING 

SUPPORT: 
CalPIRG 
Consumers Union 

Consumer Federation of California 
New Motor Vehicle Board 
Electronic Representatives Assoc. 
State Board of Equalization 

OPPOSITION: 
Ford Motor Company 

Chrysler Corporation 
Automobile Importers of America 
Motor Vehicle Manufacturers Assoc. 

8/12/86 Senate Appropriations 

(a) 
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STATEMENT AB 3611 

AB 3611 AMENDS CALIFORNIA'S FIRST "LEMON LAW" WHICH I 

AUTHORED IN 1982. THAT LAW HAS BEEN IN EFFECT FOR OVER THREE 

YEARS AND WE HAVE SUBSTANTIAL EXPERIENCE WITH ITS ADMINISTRATION. 

BECAUSE OF CONSUMER COMPLAINTS ABOUT ITS OPERATION, I INTRODUCED 

THIS BILL TO MAKE IT FAIRER. THE BILL HAS TWO MAIN GOALS: 

1) FIRST, IT WILL MAKE SURE THAT OWNERS OF "LEMON" CARS WILL 

RECEIVE FULL REFUNDS. 

2) SECOND, IT REQUIRES THAT THE ARBITRATION BOARDS THAT REVIEW 

"LEMON" CASES BE RUN FAIRLY. 

BRIEFLY, AB 3611 DOES THE FOLLOWING: 

- IT REQUIRES THAT THE NEW MOTOR VEHICLE BOARD CERTIFY THAT 

AUTO MANUFACTURER-RUN ARBITRATION PANELS MEET THE 

REQUIREMENTS OF CURRENT LAW AND REGULATIONS. 

- IT AUTHORIZES REVOCATION OF A CERTIFICATION IF ARBITRATION 

PANELS ARE NOT RUN PROPERLY. 

- IT REQUIRES THAT ARBITRATION PANEL MEMBERS MAKE DECISIONS 

CONFORMANCE WITH THE "LEMON LAW" AND THAT, IF THEY NEED 

INDEPENDENT AUTOMOTIVE EXPERTISE, THEY CAN GET IT TO HELP 

THEM MAKE THEIR DECISION. 

- IT ALLOWS A CONSUMER TO REJECT A REPLACEMENT FOR A " LEMON" 

CAR AND GET A REFUND INSTEAD. 

- IT REQUIRES THE MANUFACTURER TO REIMBURSE THE OWNER OF A 

"LEMON" FOR SALES TAXES, LICENSE AND REGISTRATION FEES AND 

INCIDENTAL COSTS SUCH AS REPAIR, TOWING AND RENTAL CAR 

COSTS. 

- IT ALLOWS THE MANUFACTURER TO RECOVER REFUNDED SALES TAXES 

FROM THE STATE. 

IN 

I BELIEVE THAT THESE CHANGES TO THE " LEMON LAW" WILL ENSURE 

THAT IT IS ADMINISTERED MORE FAIRLY THAN IS PRESENTLY THE CASE. 

IT WILL GIVE THE CONSUMER A BETTER SHAKE THAN HE OR SHE NOW GETS. 

WITNESSES: 
DONNA SELNICK, Attorney 

SAM JENNINGS, Executive Secretary, New Motor Vehicle Board 
CARMEN GONZALEZ - CalPIRG 

SUSAN BRITO - Lay Person Carmen brought 
PAUL KIESEL - Attorney 894



SUPPORT: 
CalPIRG 
Consumers Union 
Consumer Federation of California 
New Motor Vehicle Board 
Electronic Representatives Assoc. 
State Board of Equalization 

OPPOSITION: 
Ford Motor Company 
Chrysler Corporation 
Automobile Importers of America 
Motor Vehicle Manufacturers Assoc. 

7/1/86 Senate Judiciary) 
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STATEMENT AB 3611 

AB 3611 AMENDS CALIFORNIA'S FIRST "LEMON LAW" WHICH I 

AUTHORED IN 1982. THAT LAW HAS BEEN IN EFFECT FOR OVER THREE 

YEARS AND WE HAVE SUBSTANTIAL EXPERIENCE WITH ITS ADMINISTRATION. 

BECAUSE OF CONSUMER COMPLAINTS ABOUT ITS OPERATION, I INTRODUCED 

THIS BILL TO MAKE IT FAIRER. THE BILL HAS TWO MAIN GOALS: 

1) FIRST, IT WILL MAKE SURE THAT OWNERS OF "LEMON" CARS WILL 

RECEIVE FULL REFUNDS. 

2) SECOND, IT REQUIRES THAT THE ARBITRATION BOARDS THAT REVIEW 

"LEMON" CASES BE RUN FAIRLY. 

BRIEFLY, AB 3611 DOES THE FOLLOWING: 

- IT REQUIRES THAT THE NEW MOTOR VEHICLE BOARD CERTIFY THAT 

AUTO MANUFACTURER-RUN ARBITRATION PANELS MEET THE 

REQUIREMENTS OF CURRENT LAW AND REGULATIONS. 

- IT AUTHORIZES REVOCATION OF A CERTIFICATION IF ARBITRATION 

PANELS ARE NOT RUN PROPERLY. 

- IT REQUIRES THAT ARBITRATION PANEL MEMBERS MAKE DECISIONS IN 

CONFORMANCE WITH THE "LEMON LAW" AND THAT, IF THEY NEED 

INDEPENDENT AUTOMOTIVE EXPERTISE, THEY CAN GET IT TO HELP 

THEM MAKE THEIR DECISION. 

- IT ALLOWS A CONSUMER TO REJECT A REPLACEMENT FOR A " LEMON" 

CAR AND GET A REFUND INSTEAD. 

- IT REQUIRES THE MANUFACTURER TO REIMBURSE THE OWNER OF A 

"LEMON" FOR SALES TAXES, LICENSE AND REGISTRATION FEES AND 

INCIDENTAL COSTS SUCH AS REPAIR, TOWING AND RENTAL CAR 

COSTS. 

- IT ALLOWS THE MANUFACTURER TO RECOVER REFUNDED SALES TAXES 

FROM THE STATE. 

I BELIEVE THAT THESE CHANGES TO THE "LEMON LAW" WILL ENSURE 

THAT IT IS ADMINISTERED MORE FAIRLY THAN IS PRESENTLY THE CASE. 

IT WILL GIVE THE CONSUMER A BETTER SHAKE THAN HE OR SHE NOW GETS. 

WITNESSES: 
DONNA SELNICK, Attorney 
SAM JENNINGS, Executive Secretary, New Motor Vehicle Board 
CARMEN GONZALEZ - Ca1PIRG 

SUSAN BRITO - Lay Person Carmen brought 
PAUL KIESEL - Attorney 896



SUPPORT: 
CalPIRG 
Consumers Union 
Consumer Federation of California 
New Motor Vehicle Board 
Electronic Representatives Assoc. 
State Board of Equalization 

OPPOSITION: 
Ford Motor Company 
Chrysler Corporation 
Automobile Importers of America 
Motor Vehicle Manufacturers Assoc. 
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STATEMENT AB 3611 

AB 3611 AMENDS CALIFORNIA'S FIRST "LEMON LAW" WHICH HAS BEEN 

IN EFFECT FOR OVER THREE YEARS. BECAUSE OF CONSUMER COMPLAINTS 

WHICH WERE RECEIVED ABOUT THE LAW'S OPERATION, I INTRODUCED THIS 

BILL. IT HAS TWO MAIN GOALS. 

1) FIRST, IT WILL MAKE SURE THAT OWNERS OF "LEMON" CARS 

RECEIVE FULL REFUNDS. 

2) SECOND, IT REQUIRES THAT THE ARBITRATION PANELS THAT 

REVIEW "LEMON" CASES WILL BE RUN FAIRLY. 

BRIEFLY AB 3611 DOES THE FOLLOWING: 

- IT REQUIRES THAT THE NEW MOTOR VEHICLE BOARD CERTIFY THAT 

AUTO MANUFACTURER RUN ARBITRATION PANELS MEET THE 

REQUIREMENTS OF CURRENT LAW AND REGULATIONS AND REVOKE THE 

CERTIFICATION IF THE PANEL IS NOT RUN PROPERLY. 

- IT REQUIRES THAT ARBITRATION PANEL MEMBERS MAKE DECISIONS IN 

CONFORMANCE TO THE "LEMON LAW" AND THAT, IF THEY NEED 

INDEPENDENT AUTOMOTIVE EXPERTISE, THEY CAN GET IT TO HELP 

THEM MAKE THEIR DECISION. 

- IT REQUIRES THE MANUFACTURER TO REIMBURSE THE OWNER OF A 

"LEMON" FOR SALES TAXES, LICENSE AND REGISTRATION FEES AND 

INCIDENTAL COSTS SUCH AS REPAIR, TOWING AND RENTAL CAR COSTS. 

- IT ALLOWS THE MANUFACTURER TO RECOVER REFUNDED SALES TAXES 

FROM THE STATE. 

I BELIEVE THAT THESE CHANGES TO THE "LEMON LAW" WILL ENSURE 

THAT IT IS ADMINISTERED MORE FAIRLY THAN IS PRESENTLY THE CASE. 

IT WILL GIVE THE CONSUMER A BETTER SHAKE THAN HE OR SHE NOW GETS. 
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SUPPORT: 
CalPIRG 
Consumers Union 
Consumer Federation of California 
New Motor Vehicle Board 
Electronic Representatives Assoc. 
State Board of Equalization 

OPPOSITION: 
Ford Motor Company 
Chrysler Corporation 
Automobile Importers of America 
Motor Vehicle Manufacturers Assoc. 

6/4/86 Assembly Floor 
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STATEMENT AB 3611 

AB 3611 AMENDS CALIFORNIA'S FIRST "LEMON LAW" WHICH HAS BEEN 

IN EFFECT FOR OVER THREE YEARS. BECAUSE OF CONSUMER COMPLAINTS 

WHICH WERE RECEIVED ABOUT THE LAW'S OPERATION, I INTRODUCED THIS 

BILL. IT HAS TWO MAIN GOALS. 

1) FIRST, IT WILL MAKE SURE THAT OWNERS OF "LEMON" CARS 

RECEIVE FULL REFUNDS. 

2) SECOND, IT REQUIRES THAT THE ARBITRATION PANELS THAT 

REVIEW "LEMON" CASES WILL BE RUN FAIRLY. 

BRIEFLY AB 3611 DOES THE FOLLOWING: 

- IT REQUIRES THAT THE NEW MOTOR VEHICLE BOARD CERTIFY THAT 

AUTO MANUFACTURER RUN ARBITRATION PANELS MEET THE 

REQUIREMENTS OF CURRENT LAW AND REGULATIONS AND REVOKE THE 

CERTIFICATION IF THE PANEL IS NOT RUN PROPERLY. 

- IT REQUIRES THAT ARBITRATION PANEL MEMBERS MAKE DECISIONS IN 

CONFORMANCE TO THE "LEMON LAW" AND THAT, IF THEY NEED 

INDEPENDENT AUTOMOTIVE EXPERTISE, THEY CAN GET IT TO HELP 

THEM MAKE THEIR DECISION. 

- IT REQUIRES THE MANUFACTURER TO REIMBURSE THE OWNER OF A 

"LEMON" FOR SALES TAXES, LICENSE AND REGISTRATION FEES AND 

INCIDENTAL COSTS SUCH AS REPAIR, TOWING AND RENTAL CAR COSTS. 

- IT ALLOWS THE MANUFACTURER TO RECOVER REFUNDED SALES TAXES 

FROM THE STATE. 

I BELIEVE THAT THESE CHANGES TO THE "LEMON LAW" WILL ENSURE 

THAT IT IS ADMINISTERED MORE FAIRLY THAN IS PRESENTLY THE CASE. 

IT WILL GIVE THE CONSUMER A BETTER SHAKE THAN HE OR SHE NOW GETS. 
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STATEMENT AB 3611 

CALIFORNIA'S FIRST " LEMON LAW," WHICH I AUTHORED IN 1982, HAS 

BEEN IN EFFECT FOR OVER THREE YEARS. BECAUSE OF CONSUMER 

COMPALINTS WHICH WERE RECEIVED ABOUT THE LAW'S OPERATION, I 

INTRODUCED TIS BILL. IT HAS TWO MAIN GOALS. 

1) FIRST, WILL MAKE SURE THAT OWNERS OF " LEMON" CARS 

RECEIVE FU- REFUNDS. 

2) SECOND, IT RSUIRES THAT THE ARBITRATION PANELS THAT 

REVIEW "LEMON" ASES WILL BE RUN FAIRLY. 

BRIEFLY AB 3611 DOES TE FOLLOWING: 

- IT REQUIRES THAT THE NE MOTOR VEHICLE BOARD CERTIFY THAT 

AUTO MANUFACTURER RUN ARB TRATION PANELS MEET THE 

REQUIREMENTS OF CURRENT LA AND REGULATIONS. 

- IT REQUIRES THE MANUFACTURER TO REIMBURSE THE OWNER OF A 

"LEMON" FOR SALES TAXES, LICE E AND REGISTRATION FEES AND 

INCIDENTAL DAMAGES SUCH AS REPA R, TOWING AND RENTAL CAR 

COSTS. 

- IT ALLOWS THE MANUFACTURER TO RECO ER REFUNDED SALES TAXES 

FROM THE STATE. 

THE COSTS OF THE BILL ARE TWOFOLD: 

1) THE NEW MOTOR VEHICLE BOARD WILL H'VE COSTS ASSOCIATED 

WITH CERTIFYING ARBITRATION PANELS. THE BOARD TELLS ME 

THAT THOSE COSTS ARE ABSORBABLE IN TE COMING FISCAL YEAR 

AND WILL BE COVERED BY FEES ON AUTO NUFACTURERS IN THE 

FOLLOWING FISCAL YEARS. 

2) REFUND OF SALES TAXES. THE COSTS TO TH GENERAL FUND 

WILL BE MODEST. ASSUMING THE AVERAGE CO i OF AN 

AUTOMOBILE IS $  IL I1'U  AND THAT REFU i RE MADE ON 

3 00  "LEMONS" A YEAR, THE COST WOULD BE lk .  2.d4,Df  

SALES TAX REFUNDS ARE GIVEN ON ALL OTHER GOODS SOLD TO 

CONSUMERS. THE COST IN THIS CASE IS MORE THA JUSTIFIED 

IF IT CREATES A FAIRER SYSTEM. 

901



SUPPORT: 
Ca1PIRG 
Consumers Union 
Consumer Federation of California 
New Motor Vehicle Board 
Electronic Representatives Assoc. 
State Board of Equalization 

OPPOSITION: 
Ford Motor Company 
Chrysler Corporation 
Automobile Importers of America 
Motor Vehicle Manufacturers Assoc. 

WITNESSES: 
Sam Jennings, Executive Secretary, New Motor Vehicle Board 
Debbie Bruns of CalPIRG will be in the audience. 

5/28/86 Ways and Means 
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STATEMENT AB 3611 

AB 3611 REVISES SEVERAL ASPECTS OF CALIFORNIA'S "LEMON LAW." 

JUDGING FROM THE CONSUMER COMPLAINTS THAT HAVE BEEN RECEIVED, 

THESE REVISIONS ARE NEEDED TO MAKE THE OPERATION OF THE "LEMON 

LAW" FAIRER TO CONSUMERS. 

BRIEFLY AB 3611 DOES THE FOLLOWING: 

- REQUIRES THAT AUTO MANUFACTURER-RUN ARBITRATION PANELS BE 

CERTIFIED BY THE NEW MOTOR VEHICLE BOARD. IN ORDER TO BE 

CERTIFIED, THE PANELS WOULD HAVE TO: 

1) MEET THE REQUIREMENTS OF FEDERAL TRADE COMMISSION 

REGULATIONS. 

2) BE INFORMED CONCERNING THE PROVISIONS OF THESE 

REGULATIONS AND THE " LEMON LAW" AND MAKE DECISIONS 

CONSISTENT WITH THOSE PROVISIONS. 

3) HAVE AVAILABLE INDEPENDENT AUTOMOTIVE EXPERTS. 

- GIVES THE OWNER OF A " LEMON" CAR THE OPTION OF REPLACEMENT OR 

REFUND. 

- REQUIRES THE MANUFACTURER TO REIMBURSE THE OWNER OF A " LEMON" 

FOR SALES TAXES, LICENSE AND REGISTRATION FEES AND INCIDENTAL 

DAMAGES SUCH AS REPAIR, TOWING AND RENTAL CAR COSTS. 

- ALLOWS THE MANUFACTURER TO RECOVER REFUNDED SALES TAXES FROM 

THE STATE. 

THE COSTS OF THE BILL ARE TWOFOLD: 

1) THE NEW MOTOR VEHICLE BOARD WILL HAVE COSTS ASSOCIATED 

WITH CERTIFYING ARBITRATION PANELS. THE BOARD TELLS ME 

THAT THOSE COSTS ARE ABSORBABLE IN THIS FISCAL YEAR AND 

CAN BE COVERED BY FEES ON AUTO MANUFACTURERS IN THE 

FOLLOWING FISCAL YEARS. 

2) REFUND OF SALES TAXES. THE COSTS TO THE GENERAL FUND 

WILL BE MODEST. ASSUMING THE AVERAGE COST OF AN 

AUTOMOBILE IS $  AND THAT REFUNDS ARE MADE ON 

  "LEMONS" A YEAR, THE COST WOULD BE $  

SALES TAX REFUNDS ARE GIVEN ON ALL OTHER GOODS SOLD TO 

CONSUMERS. THE COST IN THIS CASE IS MORE THAN JUSTIFIED 

IF IT CREATES A FAIRER SYSTEM. 
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SUPPORT: 
Ca1PIRG 
Consumers Union 
Consumer Federation of California 
New Motor Vehicle Board 
Electronic Representatives Assoc. 
State Board of Equalization 

OPPOSITION: 
Ford Motor Company 
Chrysler Corporation 
Automobile Importers of America 
Motor Vehicle Manufacturers Assoc. 

WITNESSES: 
Sam Jennings, Executive Secretary, New Motor Vehicle Board 

5/28/86 Ways and Means 
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STATEMENT AB 3611 

IN 1982 I AUTHORED CALIFORNIA'S FIRST " LEMON LAW." THAT LAW 

HAS BEEN IN EFFECT FOR OVER THREE YEARS AND WE HAVE SUBSTANTIAL 

EXPERIENCE WITH ITS ADMINISTRATION. JUDGING FROM THE CONSUMER 

COMPLAINTS THAT HAVE BEEN RECEIVED, THE " LEMON LAW" NEEDS SOME 

CHANGES TO MAKE IT FAIRER. THE MOST FREQUENT COMPLAINT IS ABOUT 

THE OPERATION OF THE ARBITRATION PANELS WHICH ARE FUNDED BY THE 

AUTO MANUFACTURERS. 

AB 3611 MAKES THE FOLLOWING CHANGES TO THE " LEMON LAW:" 

- IT REQUIRES THAT AUTO MANUFACTURER-RUN ARBITRATION PANELS BE 

CERTIFIED BY THE NEW MOTOR VEHICLE BOARD. THE PANELS WOULD 

HAVE TO MEET THE REQUIREMENTS OF FEDERAL TRADE COMMISSION 

REGULATIONS TO BE CERTIFIED. 

- IT AUTHORIZES THE NEW MOTOR VEHICLE BOARD TO ESTABLISH A 

STATE-RUN ARBITRATION PROCESS. CONSUMERS CAN CHOOSE TO USE 

MANUFACTURER-RUN OR STATE-RUN ARBITRATION, BUT NOT BOTH. 

- IF THE BUYER OPTS FOR ARBITRATION BY THE NEW MOTOR VEHICLE 

BOARD THE DISPUTE MUST FIRST BE HANDLED BY INFORMAL 

MEDIATION. IF MEDIATION FAILS, ARBITRATION MAY BE REQUESTED. 

WHEN A NEW MOTOR VEHICLE IS FOUND TO BE A " LEMON," THE BUYER 

HAS THE OPTION OF REPLACEMENT OR REFUND. 

- IF A REFUND IS GIVEN, THE PURCHASE PRICE, SALES TAX AND 

UNUSED LICENSE AND REGISTRATION FEES MUST ALSO BE REFUNDED. 

- IF THE "LEMON" IS REPLACED, THE MANUFACTURER MUST PAY THE 

SALES TAX AND LICENSE AND REGISTRATION FEES FOR THE 

REPLACEMENT VEHICLE. 

- THE BILL ALLOWS THE MANUFACTURER TO RECOVER REFUNDED SALES 

TAXES AND UNUSED LICENSE AND REGISTRATION FEES FROM THE 

STATE. 

I BELIEVE THAT THESE CHANGES TO THE " LEMON LAW" WILL ENSURE 

THAT IT IS ADMINISTERED MORE FAIRLY THAN IS PRESENTLY THE CASE. 

IT WILL GIVE THE CONSUMER A BETTER SHAKE THAN HE OR SHE NOW GETS. 
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SUPPORT: 
CalPIRG 
Consumers Union 
Consumer Federation of California 
New Motor Vehicle Board 
Electronic Representatives Assoc. 
Conway H. Collis/Board of Equalization 

OPPOSITION: 
Ford Motor Company 
Chrysler Corporation 
Automobile Importers of America 
Motor Vehicle Manufacturers Assoc. 
DMV unless amended 

WITNESSES: 
DONNA SELNICK, Attorney 
SAM JENNINGS, Executive Secretary, New Motor Vehicle Board 
CARMEN GONZALEZ - CalPIRG (Calif. Public Interest Research Group) 

BOB SHIREMAN, CalPIRG will be available also 
For extra witness if needed: 

PAUL KIESEL (Keesel), Attorney Beverly Hills 

(4/3/86 Consumer Protection) 
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THESE AMENDMENTS: 

1) STRIKE THE PROVISIONS OF THE BILL THAT SET UP A STATE-RUN 

ARBITRATION PROCESS. 

2) LEAVE INTACT THE NEW MOTOR VEHICLE BOARD'S AUTHORITY TO 

CERTIFY MANUFACTURER-RUN ARBITRATION. 

3) ALLOW THE NEW MOTOR VEHICLE BOARD TO DESIGNATE A CERTIFIED 

ARBITRATION PROCESS THAT A CONSUMER CAN USE IF THE AUTO 

MANUFACTURER THAT MADE HIS OR HER VEHICLE DOES NOT HAVE A 

CERTIFIED PROCESS. 

SlIER'S AMENDMENT Re standards for New Motor Vehicle Board 

for certification must be the FTC standards as well as all 

California laws including the lemon law. 

i k1 
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THESE AMENDMENTS: 

1) STRIKE THE PROVISIONS OF THE BILL THAT SET UP A STATE-RUN 

ARBITRATION PROCESS. 

2) LEAVE INTACT THE NEW MOTOR VEHICLE BOARD'S AUTHORITY TO 

CERTIFY MANUFACTURER-RUN ARBITRATION. 

3) ALLOW THE NEW MOTOR VEHICLE BOARD TO DESIGNATE A CERTIFIED 

ARBITRATION PROCESS THAT A CONSUMER CAN USE IF THE AUTO 

MANUFACTURER THAT MADE HIS OR HER VFHICLE DOES NOT HAVE A 

CERTIFIED PROCESS. 
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cRi ftt rec ,-
I _SSUEr RAISED BY IQ MANUFACTURERS ON AB fl. 

1. Program has been successful; not very many complaints. 

--The complaints that Carmen has, the cases that Donna has, and the other 

witnesses are indicative of systematic policies not in compliance with the 

state law. 

--There's no way to know just what the level of satisfaction is because 

manufacturer's are not reporting that information... 

2. Our programs are in compliance with the law. 

--Donna can go down the list of noncompliance with Rule 703. These are not 

just individual cases, but patterns of serious nonconformity. 

3. We are certified by the FTC. 

--We have called the FTC in San Francisco and Washington D.C. and they say 

they DO NOT certify programs. There is no enforcement of this rule. 

4. There will be conflicts between state and federal interpretations of the 

FTC Rule 703. 

--(Donna) Federal Warranty Act only encouraqes warrantors to use these 
guidelines, unless certain things are in the warranty. The California law 

is what mates it required. If California doesn't enforce it, no one will. 

There is no conflict. 

5. "Refund or replacement" option for consumers prohibits other remedies 

such as another repair attempt or a monetary settlement. 

--Not true. This aspect of the law is not changed by this bill. If the 
arbitration panel thinks that another repair is warranted, then that can be 

e, in effect , ruling that there had not already been their decision (they ar  
a "reasonable number of attempts"). It is only in ruling that there has 
been a reasonable number f attempts and that therefore the consumer should 

get a refund or replacement that this bill gives the consumer the choice. 

6. The dealer should be liable for some of this. 

--That should be worked out in agreements between the manufacturers and 
the dealers, who are their own authorized repair facilities. The consumer 

should not be placed in the middle of this dispute. 

7. Evidence from Connecticut and Texas indicates that the state-run program 

will be a mess; too much bureaucracy manuf acturers here won't have their 

own programs; two programs will confuse the public... 

--Sam should address these questions. 

1 
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Mediation/Arbitration Division 
BEFORE THE 

ASSEMBLY CONSUMER AFFAIRS COMMITTEE 

Sacramento, CA 
April 3, 1986 

1515 WILSON BOULEVARD 0 ARLINGTON. VA 22209 0 (703) 276-0100 910



I represent Better Business Bureau AUTO LINE, the nation's 

largest out-of-court dispute settlement program. We resolve new 

car complaints under the provisions of the federal Magnuson-Moss 

Warranty Act, specifically under FTC Rule 703. There are currently 

12 manufacturers. representing 20 car/truck lines that write BBB AUTO 

LINE into their warranties. They include: AMC-Jeep, Audi, all divisions 

of General Motors, Honda, Jaguar, Nissan, Peugeot, Porsche, .-Renault, 

Rolls-Royce-Bentley, Saab, Volkswagen, Volvo. 

From October ' 84 to September ' 85 (the FTC reporting period under 

Rule 703), BBB AUTO LINE settled 12,716 consumer complaints through 

its 14 California Bureaus. This number does not include GM-FTC 

Consent Order which is a separate program. Of these 12,716 cases, 

9,977 ( 78.5%) were closed through Bureau mediation while 2,739 ( 21.5%) 

were arbitrated. From October ' 85 to February of this year, we 

settled an additional 5,852 cases, 4,321 (74%) in mediation and 1,531 

(26%) in arbitration. 

The BBB AUTO LINE Program provides California consumers with 

broader coverage and greater remedies than those provided by the 

California Lemon Law. In fact, the manufacturers' voluntary exposure 

to replacement-repurchase in AUTO LINE exceeds that of any repair/replace 

legislation in the country. 

The minimum BBB AUTO LINE coverage is 36,000 miles or3ñjiionths: 

from date of delivery for repairs and 24,000 miles/24 months for the 

buy back remedy. Many manufacturers offer their customers even broader 

coverage than these minimums. 
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The BBB AUTO LINE Program places no minimum requirements in the path 

of a consumer who believes he or she has a lemon. The California Lemon 

Law places the burden on the consumers to prove that their car has been 

repaired 4 times for the same failure, or was down for 30 or more days 

in the shop before they can assert their legal rights under the law. 

Under BBB AUTO LINE, California consumers are free to request 

repurchase of their cars for any alleged defect, regardless of repair 

attanpts or down time. 

A survey of all California AUTO LINE arbitrations from October ' 85 

to February ' 86 shows that 231 California consumers got repurchase awards 

through the BBB AUTO LINE Program. Based on the age and mileage of these 

cars, a minimum of 134 or 58% could not have qualified under the California 

Lemon Law. 

Another survey of California buy back cases from September ' 85 thru 

November ' 85, reveals that 532 consumers who requested buy backs, 125 

or 23% of them received buy backs. Thus, one out of four consumers got 

what they asked for but more than three out of four consumers got 

something, because 78% accepted the arbitrator's decision. These 

repurchased cars had been driven an average of 23,125 miles at the time 

of repurchase and the average repurchase price was $10,695.56. 

BBB AUTO LINE arbitrators assessed an average useage deduction of 

$2,158.90, which represents an allowance of less than 100 per mile. 

Under the Massachusetts/Connecticut Lemon Law formulas for useage, the 

average deduction would have been at a rate of 12.9% per mile. 
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The BBB AUTO LINE Program is funded entirely by business, its 

service is free to consumers - the California taxpayer pays nothing. 

A critical thing, too is that all of these decisions are made by a 

cross-section of California residents, all volunteers paid nothing 

after an in-person hearing. 

In Massachusetts, Connecticut and Texas where the legislature 

has provided for a state-run mechanism, consumers have fared better 

under BBB AUTO LINE. 

InConnecticut the state Office of Legislative Research found that 

the consumer department's Lemon Law arbitration unit exceeded the 

60-day legal limit for decisions in 31 of 32 cases awaiting hearings. 

The reports said consumers are waiting an average of 85 days to have 

Lemon Law claims heard. 

Our Texas Bureau reports that the state program is six months 

to a year behind and is referring consumers to the Better Business 

Bureau. 

In Massachusetts, the state has failed to set up a program in over 

two years and is also referring cases to the Better Business Bureau. 
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We have recently conducted an examination of the arbitration 
procedures now taking place pursuant to the Song-Beverly 
Consumer warranty Act. Civil Code section 1793.2(e) 
provided for an arbitration mechanism which would avoid 
court battles for most consumers in lemon law cases. It had 
been assumed that the major automobile manufacturers would 
attempt to utilize a qualified third party dispute 
resolution procedure pursuant to such statute. Alas, 
is not the case. Since there have been legislative 
suggestions that lemon law procedure; be changed, you may be 
interested in our findings. 

There are four current automobile third party dispute 
mechanisms in California: The Better Business Bureau, 
Autocap, Chrysler Customer Arbitration Board and the Pord 
Appeals Board. The Better Business Bureau is the largest 
dispute resolution procedure. It has stated that it is not 
a lemon law mechanism. The Better Business Bureau carefZiUy 
avoids any training of volunteer arbitrators in the lemon 
laws reference is not made to the lemon law and no change in 
this training is anticipated. Despite the fact that section 
1795.4 of the Civil Code includes leased vehicles in lemon 
law procedures the BBB will not arbitrate cases in which 
th.re are requests for buy backs on leased vehicles. The 
Southern California Ford Appeals Board also will not handle 
buy back requests on leased vehicles. The Chrysler Customer 
Arbitration board does handle requests for buy backs in 
leases but awards such art insignificant amount of buy backs 
generally that this inclusion is not significant. The New 
York Attorney General has found that the Chrysler Board does 
not comply with FTC arbitration standards. Our examination 
supports that position. The Chrysler procedure is totally 
unacceptable and was a shocking experience for our 
representatives who watched the proceeding. We have not yet 
reviewed Autocap. Thus, in the majority of cases, there 
does not appear to be an adequate lemon law arbitration 
procedure in California. 

H'ERSCHEL T. •ELKINS 
Assistant Attorney General 

ETE/ot 

such 

State of California 

Department of Justice 

Office of the Attorney General 
Legislative Affairs Unit 
1515 K Street, Suite 511 
Sacramento, CA 95814 

Jeffrey J Fuller 
Deputy Attorney General 

(916) 324-5478 
ATSS 8-454-5478 

c 
'4-till, 
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File No. 

Telephone: ATSS 677-209 
(213) 736-20 

We have recently conducted an examination of the arbitration 
procedures now taking place pursuant to the Song-Beverly 
Consumer Warranty Act. Civil Code section l793.(e) 
provided for an arbitration mechanism which would avoid 
court battles for most consumers in lemon law cases. It had 
been assumed that the major automobile manufacturers would 
attempt to utilize a qualified third party dispute 
resolution procedure pursuant to such statute. Alas, such 
is not the case. Since there have been legislative 
suggestions that lemon law procedures be changed, you may be 
interested in our findings. 

There are four current automobile third party dispute 
mechanisms in California: The Better Business Bureau, 
Autocap, Chrysler Customer Arbitration Board and the Ford 
Appeals Board. The Better Business Bureau is the largest 
dispute resolution procedure. It has stated that it is not 
a lemon law mechanism. The Better Business Bureau carefTTy 
avoids any training of volunteer arbitrators in the lemon 
law; reference is not made to the lemon law and no change in 
this training is anticipated. Despite the fact that section 
1795.4 of the Civil Code includes leased vehicles in lemon 
law procedures, the BBS will not arbitrate oases in which 
there are requests for buy backs on leased vehicles. The 
Southern California Ford Appeals Board also will not handle 
buy back requests on leased vehicles. The Chrysler Customer 
Arbitration board does handle requests for buy backs in 
leases but awards such an insignificant amount of buy backs 
generally that this inclusion is not significant. The New 
York Attorney General has found that the Chrysler Beard does 
not comply with L'TC arbitration standards. Our examination 

supports that position. The Chrysler procedure is totally 
unacceptable and was a shocking experience for our 
representatives who watched the proceeding. We have not yet 
reviewed Autocap. Thus, in the majority of cases, there 
does not appear to be an adequate lemon law arbitration 
procedure in California. 

HIERSCHEL T. ELKINS 
Assistant Attorney General 

BTE/Dt 

State of California 

Dpartment of Justice 
Office of the Attorney General 
Legislative Affairs Unit 
1515 K Street, Suite 511 
Sacramento, CA 95814 

Jeffrey J Fuller 
Deputy Attorney General 

(916) 324-5478 
ATSS 8-454-5478 
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During the 1985 calendar year GM had over 600,000 vehicles in 

California that were less than two years old and therefore potentially 

eligible for arbitration under the lemon law if anything was found 

to be wrong. 9,244 of the owners of those vehicles applied to the 

BBB for mediation or arbitration. The local BBB's resolved 10,571 

cases in 1985. 81% were resolved by mediation with only 1,966 

or 0.3% of those potentially eligible actually going to arbitration. 

The BBB's resolution of a customers dispute averages 40 days. 

In 1985 we bought back over 400 vehicles..)  

? e I 5 $ 1 I4P r 
yg 

/ G. LEE RIDGEWAY 

GENERAL MOTORS CORPORATION 

INDUSTRY-GOVERNMENT RELATIONS 

1170 PARK EXECUTIVE BUILDING 

925 L STREET 

SACRAMENTO. CAL. 95914 (916) 444-5788 
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AB 3611 
FACT SHEET CONCERNING FISCAL 

IMPACT TO THE NEW MOTOR VEHICLE BOARD 

AB 3611, as amended in the Assembly on April 15, 1986, 

contains an amendment to Vehicle Code section 3050, pursuant to 

which the New Motor Vehicle Board is charged with the 

responsibility of certifying that the existing third-party 

dispute resolution processes ( arbitration panels) comply with 

the requirements of section 1793.2 of the Civil Code. 

At present, no similar certification process exists in 

California. As such, the precise fiscal impact upon the Board, 

should AB 3611 be enacted, remains unclear. It is the Board's 

position that the approved budget for fiscal year 1986-87 will 

provide the Board adequate appropriations to operate this 

certification program for the first six months of 1987. Prior 

to the period of time during which the Board determines its 

fiscal requirements for FY 1987-88, the cost data concerning. 

the operation of the certification program should be readily 

available. As such, the Board, the Legislature, as well as the 

Governor, will be able to have input into controlling these 

costs by development of the Board's budget for FY 1987-88. 
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AB 3611 Ways and Means 5/28/86 

do pass 20 - 1 (Dennis Brown opposed) 

918

V./

Ways and Means 5/28/86AB 3611

(Dennis Brown opposed)do pass 20-1



Sally: 

Rick Rollins who makes the 
recommendations to Senate Rules 
Committee where a bill should 
be assigned, said that even with 
this letter that he will still 

recommend that AB 3611 be 

assigned to Insurance, Claims 
and Corporations. 

I understand that this afternoon 
1:30, Rm. 113, Senate Rules will 
decide on this assignment as well 
as others. 

<--- -a• S 

Room 4146 

NMI 

MART( HINMA 
Assemblywoman Sally ianke/111' 

I 
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SACRAMENTO ADDRESS 

STATE CAPITOL 

SACRAMENTO 95B14 

(916) 445-7783 

DISTRICT OFFICE ADDRESS 

tllOO VALLEY BOULEVARD 

SUITE 106 

EL MONTE. CA 91731 

(818) 442-9100 

AssembIg 
Taft-fornia lorlegistaturt 

SALLY TANNER 
ASSEMBLYWOMAN. SIXTIETH DISTRICT 

CHAIRWOMAN 
COMMITTEE ON ENVIRONMENTAL SAFETY & TOXIC MATERIALS 

June 9, 1986 

Honorable David Roberti 
President Pro Texnpore 
State Capitol - Room 205 

Dear Senator Roberti: 

COMMITTEES 

AGING AND LONG TERM CARE 

ENVIRONMENTAL SAFETY & 

TOXIC MATERIALS 

GOVERNMENTAL ORGANIZATION 

LABOR& EMPLOYMENT 

SUBCOMMITTEES. 

HAZARDOUS WASTE DISPOSAL 

ALTERNATIVES 

SPORTS& ENTERTAINMENT 

TOXIC DISASTER PREPAREDNESS 

MEMBER 

JOINT COMMITTEE ON 

FIRE. POLICE. EMERGENCY 

AND DISASTER SERVICES 

GOVERNOR'S TASK FORCE ON 

TOXICS. WASTE & TECHNOLOGY 

SELECT COMMITTEE ON 

LOW LEVEL NUCLEAR WASTE 

The purpose of this letter is to request that AB 3611, my bill to 
revise the operation of the California "Lemon Law", be referred 
to the Senate Judiciary Committee. I believe that the Judiciary 
Committee is the most suitable committee to hear the bill for the 
following reasons: 

1) The Senate Judiciary Committee has heard all " Lemon Law" 
bills that have been introduced since 1981. 

2) The bill revises the arbitration procedures which are 
used under current law to determine whether a car is a " lemon". 
Dispute resolution in these cases is carried out by arbitration 
panels run by the auto manufacturers. The bill requires that 
these arbitration procedures be certified by the New Motor 
Vehicle Board as meeting the requirements of the "Lemon Law" and 
Federal Trade Commission regulations. 

The bill also revises the terms under which " lemon" car 
owners are compensated to ensure that refunds cover items like 
sales tax and license fees so that the consumer does not end up 
having to absorb these costs of owning a " lemon". 

3) The bill does not affect the provisions of new car 
warranties, their terms or conditions or the consumer's rights or 
manufacturer's duties under these warranties. 
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Because the bill is a "due process" bill that seeks to ensure 
that fair and impartial decisions are made on " lemon" cars, and 
because the bill does not relate directly to warranties, I 
believe that a referral to the Senate Judiciary Committee is the 
most appropriate referral. That committee has the greatest 
expertise on matters of due process and just compensation and 
will give the bill an in-depth, substantive and productive 
hearing. 

Thank you for your courtesy. 

Sincerely, 

SALLY TANNER 
Assemblywoman, 60th District 

ST:amh 

C 
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SACRAMENTO ADDRESS 

STATE CAPITOL 

SACRAMENTO 95814 

191614457783 

DISTRICT OFFICE ADDRESS 

11100 VALLEY BOULEVARD 

SUITE 106 

EL MONTE CA 91731 

18181442-9100 

Assembig 
Tatt-fornia LigiBIatun 

SALLY TANNER 
ASSEMBLYWOMAN. SIXTIETH DISTRICT 

CHAIRWOMAN 
COMMITTEE ON ENVIRONMENTAL SAFETY & TOXIC MATERIALS 

June 9, 1986 

Honorable David Roberti 
President Pro Teinpore 
State Capitol - Room 205 

Dear Senator Roberti: 

COMMITTEES 

AGING AND LONG TERM CARE 

ENVIRONMENTAL SAFETY & 

TOXIC MATERIALS 

GOVERNMENTAL ORGANIZATION 

LABOR& EMPLOYMENT 

SUBCOMMITTEES 

HAZARDOUS WASTE DISPOSAL 

ALTERNATIVES 

SPORTS& ENTERTAINMENT 

TOXIC DISASTER PREPAREDNESS 

MEMBER 

JOINT COMMITTEE ON 

FIRE POLICE, EMERGENCY 

AND DISASTER SERVICES 

GOVERNOR S TASK FORCE ON 

TOXICS WASTE & TECHNOLOGY 

SELECT COMMITTEE ON 

LOW LEVEL NUCLEAR WASTE 

The purpose of this letter is to request that AB 3611, my bill to 
revise the operation of the California "Lemon Law", be referred 
to the Senate Judiciary Committee. I believe that the Judiciary 
Committee is the most suitable committee to hear the bill for the 
following reasons: 

1) The Senate Judiciary Committee has heard all "Lemon Law" 
bills that have been introduced since 1981. 

2) The bill revises the arbitration procedures which are 
used under current law to determine whether a car is a " lemon". 
Dispute resolution in these cases is carried out by arbitration 
panels run by the auto manufacturers. The bill requires that 
these arbitration procedures be certified by the New Motor 
Vehicle Board as meeting the requirements of the "Lemon Law" and 
Federal Trade Commission regulations. 

The bill also revises the terms under which " lemon" car 
owners are compensated to ensure that refunds cover items like 
sales tax and license fees so that the consumer does not end up 
having to absorb these costs of owning a " lemon". 

3) The bill does not affect the provisions of new car 
warranties, their terms or conditions or the consumer's rights or 
manufacturer's duties under these warranties. 
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Because the bill is a "due process" bill that seeks to ensure 
that fair and impartial decisions are made on " lemon" cars, and 
because the bill does not relate directly to warranties, I 
believe that a referral to the Senate Judiciary Committee is the 
most appropriate referral. That committee has the greatest 
expertise on matters of due process and just compensation and 
will give the bill an in-depth, substantive and productive 
hearing. 

Thank you for your courtesy. 

Sincerely, 

SALLY TANNER 
Assemblywoman, 60th District 

ST:anth 

923



ANAL June 4, 1986 

mbly 

e vote, Assembly Member 

) close the doors, and to bring 

NO. 2634 BY UNANIMOUS 

d unanimous consent to take 
',for purpose of consideration 

to amend Sections 7551 and 7554 of 
s, and declaring the urgency thereof, 

embly concur in the Senate 

n file with the Secretary of the 

use 

by the following vote: 

a 
s 

rsyU 
ollette 
:aster 
sard 
is 
golin 
ilister 
Dnner 
re 
in 
onnell 
an 
cc 

ne 

Rogers 
Boos 
Seastrand 
Sebastiani 
Sher 
Statham 
Stirling 
Tanner 
Tucker 
Vasconcellos 
Vicencia 
Waters, Maxine 
Waters, Norman 
Wright 
Wyman 
Mr. Speaker 

wi omm 211 211 

June 4, 1986 

The roll was 
Senate ame 

Agnos 
Allen 
Areias 
Bader 
Baker 
Bane 
Bates 
Bradley 
Brown, Dennis 
Calderon 
Campbell 
Chacon 
C ., iute 
Condit ./ 
Connelly / .  
Cortese 
Cos td 

(PY 

ASSEMBLY JOURNAL 7579 

called, and the Assembly concurre,AiI the above 
ents by the following vote: 

es 
Farr 
Felan 
Ferguson 
Filante 
Floyd 
Frazee 
Frizzelle. - 
Grishanc 
Hanñigan 
jiarris 
Hauser 
Herger 
Hill 
Hughes 
Isenberg 
Johnson 
Johnston 

AYES-70 

Jones 7 
Katz 
Kelley 
Killea 
/ 
Klehs 
Konnyu 
La Follette 

ncaster 
onard 

Marg 
McAlistè 
Mojonnier 
Moore 
Nolan 
O'Connell 
Papan 
Peace 

Rogers 
Roos 
Seastrand 
Sebastiani 
Sher 
Statham 
Stirling 
Tanner 
Tucker 
Vasconcellos 
Vicencia 
Waters, Maxine 
Waters, Norman 
Wright 
Wyman 

r. Speaker 

NOES—None 

Above bill ordered enrolled. 
THIRD READING OF ASSEMBLY BILLS (RESUMED) 

ASSEMBLY BILL NO. 3611 (Tanner)—An act to amend Section 1793.2 of, and to 
add Section 1793.25 to, the Civil Code, and to amend Section 3050 of, and to add 
Section 3050.9 to, the Vehicle Code, relating to vehicles, and making an appropriation 
therefor. 

Bill read third time, and passed by the following vote: 
AYES—es 

Agnos Elder Jones Roos 
Allen Farr Katz Seastrand 
Areias Felando Kelley Sebastiani 
Bader Filante Killea Sher 
Baker Floyd Klehs Statham 
Bane Frazee Konnyu Stirling 
Bates Frizzelle La Follette Tanner 
Calderon Grisham Lancaster Tucker 
Campbell Hannigan Leonard Vasconcellos 
Chacon Harris Margolin Vicencia 
Clute Hauser McAjister Waters, Maxine 
Condit Hayden Mojonnier Waters, Norman 
Connelly Herger Nolan Wright 
Cortese Hill O'Connell Wyman 
Costa Hughes Papan Mr. Speaker 
Duffy Isenberg Peace 
Eaves Johnston Rogers 

NOES-5 
Bradley Ferguson Lewis 
Brown, Dennis Johnson 

Bill ordered transmitted to the Senate. 
ASSEMBLY BILL NO. 3763 (Wright)—An act to add Sections 17052.12 and 23615 

to the Revenue and Taxation Code, relating to taxation, to take effect immediately, 
tax levy. 

,, fI42I5I 

924



6/11/86 

AB 3611 in Senate Rules Committee for assignment 

/By Petris 
Letter- MOTION/TO SEND '10 JUDICIARY failed 2-0 

AYE-- PETRIS and MELLO 

NO -- None 
/By Doolittle 

SUBSTITUTE MOTION/TO SEND TO INSURANCE, CLAIMS & CORPORATIONS 

AYE-- Doolittle & Roberti 

NO--- Petris & Mello 

They needed 3 votes to pass and Senator Craven was not there. 

kEx AB 3611 was put over to June 18 for assignment. 

6/19/86 Senator Roberti not in Rules Committee so they did 

not hear any discussion bills so put this over 
to 6/25 

925



6/11/86 

The reason that the lemon bill clearly states that it 

applies to vehicles for use primarily for personal use is because 

this comes under the Song-Beverly Warranty Act which relates 

only to items for personal use. 
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6666 SENATE JOURNAL 

JUDICIARY 

AS 3449 : AS 3466 : AS 3483 
DO pass and : Do pass as : Do pass as 
re- refer to : amended and : amended and 
Corn on : re-refer to : re-refer to 
APPR. rec. : Corn on : Co. on 
Consent : APPR. fec. : APPR. rec. 

Consent : Consent 

July 2, 1986 

:.AS 3485 
DO pass as 
amended and 
re-refer to 
Coo on 
APPR. rec. 
Consent 

Aye: No: Aye: No: Aye: NO: Aye: No: 
Doolittle : X : : X : - : : : X  
Keene : X : •: X : : X : : X  
Marks : X : : X : : X : : X  
Petris : X : : X : : X : : X  
Presley : H : : H : H : : H  
Richardson : H : : Ab. : : Fib. : : Fib.  
Roberti : Ab. : : H : : I : : Ab.  
Tortes : Ab. : ; H : : H : : H  
Watson : Ab. : : X : : H : : H  
Davis(V.Chait) : X : : H : : H : : H  
Lockyer(Chair) : H : X : : H : : H  

Ayes: 8 : Ayes: 10 : Ayes: 10 : Ayes: 9 
Noes:  0 : Noes: 0 : Noes: 0 : Noes: 0  

07/01/86 
Date of Hearing 

3(/I JUDICIARY 

i&4(.CL4 -' 
C)tairmanJ 

BILL NO. 
ACTION VOTED ON 

AS 3611 : AS 3689 : AB 3717 : AS 3755 
Do pass as : Do pass as : DO pass and : Do pass and 
amended and : amended and : re- refer to : re- refer to 
re- refer to : re- refer to : Cost on : Corn on APPR.: 
Corn on APPR.: Corn on APPR.: APPR. rec. 

Consent 

Aye: NO Aye: NO : Aye: NO : Aye: No  
Doolittle : H : : H : : -H : : H  
Keene : H : : H : : X : : H  
Marks : H : : H : : H : : H  
Petris : H : : Fib. : : Ab. : : Ab.  
Presley : H : : H : : Ab. : : H  
Richardson : Ab. : : Ab. : : Ab. : : Ab.  
Roberti : Ab. : : Fib. : : Ab. : : X.  
Torres : H : : H : : H : : X  
Watson : H : : H : : H : : X  
Davis(V.Chair) :. H : : H : : H : : X  
Lockyer(Chair) : H : : H : : H : : X  

Ayes: 9 : Ayes: 8 : Ayes; 7 : Ayes: 9 
Noes: 0 : Noes: 0 : Noes: 0 : Noes: 0  

07/01/86 
Date of Hearing 

&Lf  
Chairma 

July 2, 1986 SENA 

AD 3769 
Do pass and 
re-refer to 

: Corn on APPR. 

Doolittle 
Keene 
harks 
Petris 
Presley  
Richardson 
Roberti 
Torres 
Watson 
Davis(V.Chair) 
Lockyer(Chair) 

: Aye : No 
Lb. 
H: 

: H 
Fib. 
H: 

: H 
Fib.: 

: H: 
: H: 

Fib. 
H: 

Ayes: 7 
Noes: 0 

BILL NO. : AS 3883 
ACTION VOTED ON : Do pass as 

amended and 
re- refer to 
Corn on 

: APPR. rec. 
Consent 

Doolittle 
Keene 
Marks 
Petris 
Presley  
Richardson 
Roberti 
Tortes 
Watson : H 
Davls(V.Chair) : X  
Lockyer(Chair) : H  

\ : Ayes: 10 
Noes: 0 

Aye : No 
H 
H: 
H 
H  
H: 

Ab.  
H 
X 
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Law Offices 

Slatter & Slatter 
A Professional Corporation 

July 7, 1986 

Assemblywoman Sally Tanner 
State Capitol 
Assembly Mail Room 
Sacramento, CA 95814 

Dear Ms. Tanner: 

This is for your review. 

Faithfully yours, 

zl-•-'-'I• 
PAUL ROBERT KIESEL 

/ser 

JUL 1 0 1985 

Vann H. Slatter 

Lindsay Kohut Slatter 

Paul Robert Kiesel 

c aAt,4(4J 

8693 Wilshire Boulevard Penthouse Suite 0 Beverly Hills, California 90211 0 (213) 854 ?1444 928
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6666 SENATE JOURNAL July 2, 1986 

JUDICIARY 

BILL NO. : A j49 : AS 3466 : AS 3483 :. AB 3485  
ACTION VOTED ON : Do pass and : Do pass as : Do pass as : Do pass as 

re- refer to : amended and : amended and : amended and 
Cos on : re-refer to : re-refer to : re- refer to 
APPR. rec. : Corn on : Corn on : Corn on 
Consent APPR. rec. : APPR. rec. : APPR. rec. 

Consent : Consent : Consent 

Aye: No: Aye: No: ?ye: No: Aye: No:  

Doolittle : X : : X : : X : : X  X 
Keene : X   
Marks : X : : X  
Petris : K : : K  
res1ey : : : K : : K : : X  

Ab. 
Richardson : K : Ab. Ab. : :  
Roberti : Ab. : : X : : K : : Ab.  
Torres : Ab. : : K : : K : : K  
Watson : Ab. : : K K : : K  

Davis(V.Chair) :' K : : X  
L.ockyer(Chair) : K : : K : : K  

Ayes: 8 : Ayes: 10 : Ayes: 10 : Ayes: 9 

Noes: 0 : Noes: 0 : Noes: 0 : Noes: 0  

07/01/86  
Date of Hearing Chairmanj 

-8. 36/I 
BILL NO.  
ACTION VOTED ON 

JUDICIARY 

AS 3611 : AS 3689 : AS 3717 : AS 3755  
Do Pass as : Do pass as : Do pass and : Do pass and 

amended and : amended and : re- refer to t re- refer to 
re- refer to : re-refer to : Cost on : Corn on APPR.: 
Corn on APPR.: Corn on APPR.: APPR. rec. 

Consent 

Aye : No i Aye S No Aye : No S Aye S No  

Doolittle K : : K : : : : K  

Keene : K : : K  
Marks : K : : X  
PetriS : K : : Ab. Ab. : :   

Presley : K : : X : : Ab. : S K  
Richardson : Ab. : : Ab. S : Ab. : : Ab.  
Roberti : Ab. : : Ab. : : Ab. : : X  

Torres : K : : K  
Watson K  
Davis(V.Chair) :. K : : X : S K : K  
Lockyer(Chair) : K : : K : : K S : K  

Ayes: 9 : Ayes: 8 : Ayes: 7 : Ayes: 9 
Noes: 0 : Noes: 0 : Noes: 0 :  Noes: 0  

07/01/86  
Date of Hearing 

&1_I XcJ  
Chairli'aO 

Ju 

pe 
Pr 
Rrc 

To: 
Wit 
Di' 
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BE 
AC 
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To: 
Nat 
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State Board of EquaIiation 
Legislative Office 

Date: July 15, 1986 

L 

Bill No.: 

Author: 

Position: 

BILL ANALYSIS ACTION 

AB 3611 amended: July 9, 1986  
Date itroduced/ 

JUL 2 8 1985 

Tanner  Tax: Sales and Use 

Support Related Bills: 

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

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

The current amendment(s) does(do) not affect our previous 
analysis and we have no further comment(s). 

Our previous analysis is still accurate, however, we would 
like to comment on the current amendment(s) to the bill. 
See comments below. 

See comments. 

COMMENTS: 

These amendments specify, in part, that the refund to consumers 
of the equivalent amount of the sales tax paid on their new car 

would be paid for out of the Retail Sales Tax Fund. This change 
was proposed by the State Board of Equalization as a clarifying 
technical amendment. 

Please direct any further inquiries to: Margaret Shed oawright 

GA- 1097-L Rev. 1 ( 4-85) 

(322-2376) 
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Legislative Analyst 
August 19, 1986 

ANALYSIS OF ASSEMBLY BILL NO. 3611 (Tanner) 
As Amended in Senate August 15, 1986 

1985-86 Session 

Fiscal Effect: 

Cost: Potential costs up to $ 150,000 in 
1987-88 ( half year) and up to $300,000 
annually thereafter to the Automobile 
Warranty Arbitration Program 
Certification Fund for the Bureau of 
Automotive Repair ( PAP) to certify 
arbitration programs; fully offset by 
fees paid by arbitration program 
applicants. 

Revenue: 1. Unknown annual fee revenues paid 
by arbitration program applicants. 

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

Analysis: 

This bill requires the Bureau of Automotive 
Repair CBAR) to establish an automobile warranty 
certification program. This prooram will primarily 
involve vehicle manufacturers, distributors and 
dealers. The bill also changes current law pertaining 
to vehicle warranty procedures. Specifically, the 
bill: 

• Requires BAR to ( 1) certify the arbitration 
programs for resolution of vehicle warranty 
disputes, ( 2) authorizes the board to revoke 
or suspend any arbitration proorari if it does 
net meet specified standards, ( 3) notify the 
Department of Motor Vehicles ( DMV) of 

e0 
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AR 3611--coptd 

failures of manufacturer distributor 
, their branches to comply with  orarbitration 

decisions, ( 4) in the Pub lj of the 
arbitra tion program and ( 5) provide the 
Legislature with a biennial report evaluating 
the effectiveness of the program. 

• Requires arbjtratjor programs to provide the 
bureau with specified information regar0 
their activities. 

• Requires motor vehicle manufacturers to 
replace defective vehicles or make 
restitutions if the manufacturer is unable to 
service or repair the vehicles after a 
reasonable number of buyer reque5 The buyer, however, would he free 

res titution in Pl to take 
vehicle ace of a replacement 

• Authorizes BAR to charge fees, up to $1 per 
new motor vehicle sold, leased or distributed 
by an arbitration program applicant 
its program costs . to fund 
d Such fees would be (NMeposited by the New Motor Vehicle Board 

VR) into the Automobile Warranty and 
Arbitration Propram Certification Fund. 

• Oequires the State Board of Equal ization 

(ROE) to reimburse the manufacturer of a new 
motor vehicle any sales tax returned to the 
buyer as pa rt of restitution 
vehicle. for a defective 

-2-
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AB 3611--contd 

Fiscal Effect  

Our analysis indicates that BAR could incur 
half-year costs up to $ 150,000 in 1987-88 and full-year 
costs up to $300,000 annually thereafter to certify 
arbitration programs. These costs, however, would be 
fully offset by fees paid by arbitration program 
applicants. 

The BOE would incur unknown, probably minor, 
absorbable costs to reimburse the sales tax to the 
manufacturer in vehicle restitution settlements. 

Moreover, the bill would result in an unknown 
revenue loss to the General Fund from sales tax 
reimbursements made to manufacturers and distributors 
of defective new motor vehicles. 

82/s8 
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DEPARTMENT AUTHOR iILL NUMBER 
Finance Tanner, et aAB 3611 

.,Honcrable Sally Tanner 
Member of the Assembly 
State Capitol, Room 4146 
Sacramento, CA 95814 

SPONSORED BY RELATED BILLS AMENDMENT DATE 
As proposed 
RN 86 021015 

BILL SUMMARY 

VEHICLE WARRANTIES/"LEMON LAW" 

This bill requires the Bureau of Automotive Repair ( BAR) to certify third 
party arbitration processes that require manufacturers to replace or provide 
restitution for manufactured defective vehicles. The New Motor Vehicle Board 
(NMVB) would be authorized to charge a fee for any costs incurred from the 
certification activity. Fees would be deposited in the Automobile Warranty 
and Arbitration Program Certification Fund out of which program costs would be 
funded, however, the bill contains no appropriation. 

SUMMARY OF COMMENTS 

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

FISCAL SUMMARY--STATE LEVEL 
.so 

Code/Department LA 
Agency or Revenue CO 

Type  RV FC 1986-87 

(Fiscal Impact by Fiscal Year) 

0860/Bd. of Equal SO S 
1149/Retail Sales 

and Use Taxes 
1150/BAR SO C 
2740/Motor Vehicles RV U 
2740/Motor Vehicles SO 

(Dollars in Thousands) 
Code 

FC 1987-88 FC 1988-89 Fund 

S $0.5 S $1 001/Gen. 

No Fiscal Impact  001/Gen. 
C 158 C 293 499/AWAPCF 
U 150 U 300 499/AI4APCF 
No Fiscal Impact  054/NMVB 

ANALYSIS 

A. Specific Findings 

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

AB 3611 would, on January 1, 1988, enact the Automobile Warranty 
Arbitration Program Certification Act to be administered by BAR. The act 
would provide a process for the resolution of disputes between the owner 
or leasee of a new motor vehicle and the manufacturer or distributor. 
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BILL ANALYSIS/ ENROLLED BILL-P0RT—(Cóntlnued) Form DF-43  
AUTHOR AMENDMENT DATE BILL NUMBER 

Tanner, et al As proposed RN 86 021015 AS 3611 

ANALYSIS 

A. Specific Findings (Continued) 

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

The bill would require a manufacturer which has been decertified or which 
does not operate a certified program to inform the buyer, in writing, that 
a certified automobile warranty program is not available. 

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

AS 3611 requires that service and repair of a motor vehicle be performed 
by a repair facility independent of the manufacturer, and would expressly 
provide that, for new motor vehicles, the buyer may elect restitution in 
lieu of replacement. The bill would require that when a vehicle is 
replaced or restitution is made by the manufacturer, the buyer may be 
required to reimburse the manufacturer, or the manufacturer may reduce the 
amount of restitution, by an amount directly attributable to the use of 
the vehicle by the buyer. 

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

AS 3611 requires every manufacturer of new motor vehicles whose sales and 
leases exceed 1,000 new motor vehicles during a calendar year to maintain 
and operate a certified automobile warranty arbitration program and would 
require those manufacturers to report those sales or leases annually to 
the NMVB on forms prescribed by the NMVB. 

The bill would require the NMVB to administer the collection of fees to 
fund the Automobile Warranty Arbitration Program and Certification Act and 
would create the Automobile Warranty and Arbitration Program Certification 
Fund for deposit of those fees. The bill would require each applicant for 
a license to pay a fee, determined by BAR but not to exceed $1 for each 
motor vehicle sold or leased. 

(Continued) 
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BILL NUMBER 

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

Tanner, et al. As proposed RN 86 021015 AS 3611 

ANALYSIS 

A. Specific Findings (Continued) 

B. Fiscal Analysis 

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

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

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

There would be no revenue loss to the General fund since the sales tax 
previously collected and remitted to the BOE by the dealers remains in the 
General Fund. The manufacturer refunds the sales tax to the purchaser. 

According to the DMV any costs that would be incurred by the NMVB are 
indeterminate and should any costs arise they would be offset by the fee 
authorized by this bill. 

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

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

Based on information provided by DMV, DCA and BAR staff estimate that a 
fee of $0.15 and $0.13 per vehicle sold in 1987-88 and 1988-89, 
respectively, or $300,000 annually will be required to fund the costs of 
this program. 
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Honorable Sally Tanner 
Member of the Assembly 
State Capitol, Room 4146 
Sacramento, CA 95814 

DEPARTMENT AUTHOR. BILL NUMBER 
Finance Tanner, et a_AB 3611 

SPONSORED BY RELATED BILLS AMENDMENT DATE 
As proposed 
RN 86 021015 

BILL SUMMARY 

VEHICLE WARRANTIES/"LEMON LAW" 

This bill requires the Bureau of Automotive Repair ( BAR) to certify third 
party arbitration processes that require manufacturers to replace or provide 
restitution for manufactured defective vehicles. The New Motor Vehicle Board 
(NMVB) would be authorized to charge a fee for any costs incurred from the 
certification activity. Fees would be deposited in the Automobile Warranty 
and Arbitration Program Certification Fund out of which program costs would be 
funded, however, the bill contains no appropriation. 

SUMMARY OF COMMENTS 

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

FISCAL SUMMARY--STATE LEVEL 
So 

Code/Department LA 
Agency or Revenue CO 

Type  RV FC 

0860/Bd. of Equal 
1149/Retail Sales 

and Use Taxes 
1150/BAR 
2740/Motor Vehicles 
2740/Motor Vehicles 

SO 

so 
RV 
So 

S 

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

Code 
1986-87 FC 1987-88 FC 1988-89 Fund 

S $0.5 S $1 001/Gen. 

C 
U 

No Fiscal Impact  001/Gen. 
C 158 C 293 499/AWAPCF 
U 150 U 300 499/AWAPCF 
No Fiscal Impact  054/NMVB 

ANALYSIS 

A. Specific Findings 

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

AB 3611 would, on January 1, 1988, enact the Automobile Warranty 
Arbitration Program Certification Act to be administered by BAR. The act 
would provide a process for the resolution of disputes between the owner 
or leasee of a new motor vehicle and the manufacturer or distributor. 
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The bill would require the bureau to certify automobile warranty 
arbitration programs that substantially comply with • r1teria adopted by 
the  bureau or decertify those programs which are not in substantial 
compliance, in accordance with specified regulations. The bill would 
require the bureau to monitor and inspect the programs on a regular basis 
to assure continued compliance.. 

The bill would require a manUfacturer which has been decertifledor which 
does not operate a certified program to inform the buyer, In writing, tha 
a certified automobile warranty program is not available. .- . 

Under current law, a manufacturer who Is unable to service or repair 
11 goods, including motor vehicles, to conform to applicable express 

warranties after a reasonable number of attempts Is required to. either 
replace the vehicle or reimburse the buyer. 

AB 3611 requirs that service and repair 6f 'z motor vehicle be performed 
by a repa1racil1ty independent of the  manufacturer, and would expressly, 
provide that, for new motor vehicles, the buyer may elect restitution In 
lieu of replacement. The bill would require that when a vehicle is 
replaced or restitution is made by the manufacturer, the buyer may be 
required to reimburse the manufacturer, or the manufacturer may reduce the 
amount of restitution, by an amount directly attributable to the use of 
the vehicle by the buyer. 

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

AB 3611 requires every manufacturer of new motor vehicles whose sales hi and 
leases exceed 1,000 new motor vecles during a calendar year to maintain 
and operate a certified automobile warranty arbitration program and would 
require those manufacturers to report Ahose sales or leases annually to 
the NMVB on forms prescribed by the NMVB. -. 

The bill would require the NMVB to administer the collection of fees to 
fund the Automobile Warranty Arbitration Program and Certification Act and 
would create the Automobile Warranty and Arbitration Program Certification 
Fund for deposit of thosefees. The bill would require each applicant for 
a license to pay a fee,determined by BAR but not to exceed $1 for each 
motor vehicle sold or leased  
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BILL ANALYSIS/ENROLLED BILL PORT--(Continued) 
AUTHOR AMENDMENT DATE 

- Form DF-43 
BILL NUMBER 

Tanner, et al. As proposed RN 86 021015 AB 3611 

ANALYSIS 

A. Specific Findings (Continued) 

B. Fiscal Analysis 

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

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

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

There would be no revenue loss to the General fund since the sales tax 
previously collected and remitted to the BOE by the dealers remains in the 
General Fund. The manufacturer refunds the sales tax to the purchaser. 

According to the DMV any costs that would be incurred by the NMVB are 
indeterminate and should any costs arise they would be offset by the fee 
authorized by this bill. 

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

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

Based on information provided by DMV, DCA and BAR staff estimate that a 
fee of $0.15 and $0.13 per vehicle sold in 1987-88 and 1988-89, 
respectively, or $300,000 annually will be required to fund the costs of 
this program. 
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Legislative Analyst 
August 19, 1986 

ANALYSIS OF ASSEMBLY BILL NO. 3611 ( Tanner) 
As Amended in Senate August 15, 1986 

1985-86 Session 

Fiscal Effect: 

Cost: Potential costs up to $ 150,000 in 
1987-88 ( half year) and up to $300,000 
annually thereafter to the Automobile 
Warranty Arbitration Program 
Certification Fund for the Bureau of 
Automotive Repair ( PAR) to certify 
arbitration programs; fully offset by 
fees paid by arbitration program 
applicants. 

Revenue: 1. Unknown annual fee revenues paid 
by arbitration program applicants. 

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

Analysis: 

This bill requires the Bureau of Automotive 
Repair ( BAR) to establish an automobile warranty 
certification program. This program will primarily 
involve vehicle manufacturers, distributors and 
dealers. The bill also changes current law pertaining 
to vehicle warranty procedures. Specifically, the 
bill: 

• Requires BAR to ( 1) certify the arbitration 
programs for resolution of vehicle warranty 
disputes ( 2) authorizes the board to revoke 
or suspend any arbitration proorari if it does 
not meet specified standards, ( 3) notify the 
Department of Motor Vehicles (DMV) of 
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AB 3611--contd 

failures of manufacturer, distributor, or 
their branches to comply with arbitration 
decisions, ( 4) inform the public of the 
arbitration program, and (5) provide the 
Legislature with a biennial report evaluating 
the effectiveness of the program. 

• Requires arbitration programs to provide the 
bureau with specified information regarding 
their activities. 

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

• Authorizes BAR to charge fees, up to $1 per 
new motor vehicle sold, leased or distributed 
by an arbitration program applicant to fund 
its program costs. Such fees would be 
deposited by the New Motor Vehicle Board 
(NMVB) into the Automobile Warranty and 
Arbitration Program Certification Fund. 

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

-?-
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AB 3611---contd 

Fiscal Effect  

Our analysis indicates that BAR could incur 
half-year costs up to $ 150,000 in 1987-88 and full-year 
costs up to $300,000 annually thereafter to certify 
arbitration programs. These costs, however, would be 
fully offset by fees paid by arbitration program 
applicants. 

The BOE would incur unknown, probably minor, 
absorbable costs to reimburse the sales tax to the 
manufacturer in vehicle restitution settlements. 

Moreover, the bill would result in an unknown 
revenue loss to the General Fund from sales tax 
reimbursements made to manufacturers and distributors 
of defective new motor vehicles. 

82/s8 
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Legislative Analyst 
August 7, 1986 

ANALYSIS OF ASSEMBLY BILL NO. 3611 (Tanner) 
As Amended in Senate July 9, 1986 and 
As Further Amended by LCR No. 020241 

1985-86 Session 

Fiscal Effect: 

Cost: Potential annual cost up to $ 150,000 
to the Automobile Warranty Arbitration 
Program Certification Fund for the 
Bureau of Automotive Repair ( BAR) to 
certify arbitration programs; fully 
offset by fees paid by arbitration 
program applicants. 

Revenue: 1. Unknown annual fee revenues paid 
by arbitration program applicants. 

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

Analysis: 

This bill requires the Bureau of Automotive 
Repair ( BAR) to establish an automobile warranty 
certification program. This program will primarily 
involve vehicle manufacturers, distributors and 
dealers. The bill also changes current law pertaining 
to vehicle warranty procedures. Specifically, the 
bill: 

• Requires BAR to ( 1) certify the arbitration 
programs for resolution of vehicle warranty 
disputes, ( 2) authorizes the board to revoke 
or suspend any arbitration program if it does 
not meet specified standards, ( 3) notify the 
Department of Motor Vehicles ( DMV) of 
failures of manufacturer, distributor, or 
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AB 3611--COfltd 

their branches to comply with arbitration 
decisions, ( 4) inform the public of the 
arbitration program, and ( 5) provide the 
Legislature with a biennial report evaluating 
the effectiveness of the program. 

• Directs BAR to designate an arbitration 
program to resolve disputes if a 
manufacturer, distributor, or branch does not 
establish a certified program. 

• Requires arbitration programs to provide the 
bureau with specified information regarding 
their activities. 

• Requires motor vehicle manufacturers to 
replace defective vehicles or make 

restitutions if the manufacturer is unable to 
service or repair the vehicles after a 
reasonable number of buyer requests. The 
buyer, however, would be free to take 
restitution in place of a replacement 
vehicle. 

• Authorizes BAR to charge fees, up to $2 per 
new motor vehicle sold, leased or distributed 
by an arbitration program applicant to fund 
its program costs. Such fees would be 
deposited by the New Motor Vehicle Board 
(NMVR) into the Automobile Warranty and 
Arbitration Program Certification Fund. 

• Requires the State Board of Equalization 
(BOE) to reimburse the manufacturer of a new 
motor vehicle any sales tax returned to the 

-2-. 
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AR 3611--Contd 

buyer as part of restitution for a defective 
vehicle. 

Fiscal Effect  

Our analysis indicates that BAR could incur 
annual costs in the range of $ 100,000 to $ 150,000 to 
certify arbitration programs. These costs, however, 
would be fully offset by fees paid by arbitration 
program applicants. 

The BOE would incur unknown, probably minor, 
absorbable costs to reimburse the sales tax to the 
manufacturer in vehicle restitution settlements. 

Moreover, the bill would result in an unknown 
revenue loss to the General Fund from sales tax 
reimbursements made to manufacturers and distributors 
of defective new motor vehicles. 
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Legislative Analyst 
- - August 7, 1986 

ANALYSIS OF ASSEMBLY BILL NO. 3611 (Tanner) 
As Amended in Senate July 9, 1986 and 
As Further Amended by LCR No. 020241 

1985-86 Session 

Fiscal Effect: 

Cost: Potential annual cost up to $ 150,000 
to the Automobile Warranty Arbitration 
Program Certification Fund for the 
Bureau of Automotive Repair ( BAR) to 
certify arbitration programs; fully 
offset by fees paid by arbitration 
program applicants. 

Revenue: 1. Unknown annual fee revenues paid 
by arbitration program applicants. 

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

Analysis: 

This bill requires the Bureau of Automotive 
Repair ( BAR) to establish an automobile warranty 
certification program. This program will primarily 
involve vehicle manufacturers, distributors and 
dealers. The bill also changes current law pertaining 
to vehicle warranty procedures. Specifically, the 
bill: 

• Requires BAR to ( 1) certify the arbitration 
programs for resolution of vehicle warranty 
disputes, ( 2) authorizes the board to revoke 
or suspend any arbitration program if it does 
not meet specified standards, ( 3) notify the 
Department of Motor Vehicles ( DMV) of 
failures of manufacturer, distributor, or 
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AB 3611--contd 

their branches to comply with arbitration 
decisions, ( 4) inform the public of the 
arbitration program, and ( 5) provide the 
Legislature with a biennial report evaluating 
the effectiveness of the program. 

• Directs BAR to designate an arbitration 
program to resolve disputes if a 
manufacturer, distributor, or branch does not 
establish a certified program. 

• Requires arbitration programs to provide the 
bureau with specified information regarding 
their activities. 

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

• Authorizes BAR to charge fees, up to $2 per 
new motor vehicle sold, leased or distributed 
by an arbitration program applicant to fund 
its program costs. Such fees would be 
deposited by the New Motor Vehicle Board 
(NMVP) into the Automobile Warranty and 
Arbitration Program Certification Fund. 

• Requires the State Board of Equalization 
(BOE) to reimburse the manufacturer of a new 
motor vehicle any sales tax returned to the 
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AB 3611--contd 

buyer as part of restitution for a defective 
vehicle. 

Fiscal Effect  

Our analysis indicates that BAR could incur 
annual costs in the range of $ 100,000 to $ 150,000 to 
certify arbitration programs. These costs, however, 
would be fully offset by fees paid by arbitration 
program applicants. 

The BOE would incur unknown, probably minor, 
absorbable costs to reimburse the sales tax to the 
manufacturer in vehicle restitution settlements. 

Moreover, the bill would result in an unknown 
revenue loss to the General Fund from sales tax 
reimbursements made to manufacturers and distributors 
of defective new motor vehicles. 
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SENATE COMMITTEE ON JUDICIARY 
Bill Lockyer, Chairman 
1985-86 Regular Session 

A 

AB 3611 (Tanner) B 
As amended May 19 
Civil Code/Vehicle Code 3 
DRS 6 

1 

CONSUMER PROTECTION 1 
-ARBITRATION PROCEEDINGS FOR DEFECTIVE  

AUTOMOBILES-

HISTORY 

Source: California Public Interest Research Group 

(CalPIRG) 

Prior Legislation: None 

Support: Unknown 

Opposition: No known 

Assembly Floor Vote: Ayes 66 Noes 5 

KEY ISSUE  

SHOULD ARBITRATION PROCEEDINGS OVER DEFECTIVE 
AUTOMOBILES BE SUBJECT TO STRICTEP REGULATIONS 

DESIGNED TO ADD GREATER FAIRNESS? 

SHOULD CONSUMERS WHO PURCHASE DEFECTIVE 
AUTOMOBILES BE ENTITLED TO RECOVER ADDITIONAL, 
INCIDENTAL COSTS RELATING TO THE AUTOMOBILES? 

PURPOSE 

California's "Lemon Laws" currently require a 
consumer who believes his automobile is defective 

(More) 
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AB 36].1 ( Tanner) 
Page 2 

to resort first to a third party resolution 
process in order to recover damages from the 
manufacturer. 

(1) Existing law requires such third part 
resolution processes to comply with "minimum 
requirements" of the Federal Trade 
Commission's (FTC) dispute settlement 
regulations. 

This bill would further require third party 
resolution processes to ( 1) conform to the 
FTC's guidelines concerning the provision of 
written materials and decision making; ( 2) 
conform to the FTC's guidelines concerning 
rights and remedies; and ( 3) provide for 
inspection of a " lemon" by an independent 
automobile expert. 

(2) Existing law gives the manufacturer the 
option of replacing a vehicle or making 
restitution, and it provides that such 
restitution may be reduced by an amount 
attributable to the buyer's use of the car. 

This bill would provide for restitution at 
the option of the buyer, and would require 
that such restitution include incidental 
damages such as tax, license, and 
registration fees, and costs associated with 
repair, towing, or car rental. 

The purpose of this bill is to provide for 
greater fairness both in automobile 
arbitration and in resulting restitution to 
the consumer. 

(More) 
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AB 3611 (Tanner) 
Page 3 

COMMENT 

1. Asserted need  

According to the sponsor, Ca1PIRG, 
California's "Lemon Laws" do not provide 
adequate compensation to buyers of defective 
automobiles. They assert that some 
manufacturer-sponsored arbitration panels, 
such as Ford's Consumer Appeals Board and 
Chrysler's Consumer Satisfaction Board, do not 
offer consumers equitable treatment. 

Moreover, Ca1PIRG states that when arbitratior 
panels award restitution in lieu of 
replacement to the buyer, those panels 
typically deduct an inordinate amount from the 
award for the buyer's prior use of the car. 

CalPIRG asserts that this bill would provide 
consumers with more equitable treatment and 
fairer awards from arbitration panels. 

2. New requirements for arbitration panels  

According to Ca1PIRG, existing regulations 
governing consumer arbitration panels are 
overly broad and have resulted in a lack of 
consistency among, and fairness by, such 
arbitration panels. They point out that some 
arbitration processes are conducted by panels 
comprising many members, while others are 
presided over by only one arbitrator. They 
also argue that some manufacturer-sponsored 
panels are unfair. 

This bill would require arbitration panels to 
meet a number of new criteria, including: 

(More) 
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AB 3611 (Tanner) 
Page 4 

(1) certification by the New Motor Vehicle 
Board; 

(2) conformity with FTC guidelines concerning 
decisions, rights, and remedies; and 

(3) provision, at the request of the 
arbitrator panel, for a car inspection by 
an independent automobile expert. 

The bill permits the New Motor Vehicle Board 
to charge annual fees for certifying 
arbitration panels. 

3. New damages  

CalPIRG asserts that current provisions for 
recovery of damages from manufacturers are too 
limited. Most arbitration panels, base a 
restitution award only on the cars purchase 
price, less any amount attributable to the 
buyer's use of the vehicle. 

This bill would permit consumers to seek 
restitution of tax, license and registration 
fees, and costs associated with towing, 
repair, or car rental. 

The bill permits manufacturers to seek 
reimbursement from the Board of Equalization 
for any sales tax they return to a consumer. 

4. Restitution at buyer's option  

Under existing law, the manufacturer of a 
defective car may, at its discretion, either 
replace a defective car or make restitution to 
the buyer of its purchase cost. According to 
CalPIRG, most manufacturers prefer to replace 

(More) 
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AB 36].1 ( Tanner) 
Page 5 

a car rather than make restitution. Thus, 
although the buyer may be reluctant to accept 
another car from the same manufacturer, under 
existing law he has no choice under 
arbitration. 

This bill would give the buyer the option of 
accepting either a replacement car or 
restitution of the purchase price and 
incidental costs. 

5. Appropriation 

Because this bill requires the Board of 
Equalization to reimburse car manufacturers 
who make restitution of sales taxes to buyers, 
it would make an appropriation of amounts 
necessary to pay those claims. 

********** 
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