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JUN 10 1986 
GA-1097-F(1-74) State Board of Equalization 
LEGISLATIVE BILL ANALYSIS Department of Business Taxes 

Bill Number  Assembly Bill 3611 Date 

Author  Tanner  Tax 

May 19, 1986 

Sales and Use 

Board Position  Support  Related Bills 

BILL SUMMARY: 

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

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

ANALYSIS 

In General  

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

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

BACKGROUND 

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

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

COMMENTS 

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

Analysis Prepared by: Rey Obligacion 3227O86 May 28, 1986 
Contact: Margaret Shedd Boatwrig) ,322-2376 0053F 
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AB 3611  

ASSEMBLY THIRD READING 

AB 3611 ( Tanner) - As Amended: May 19, 1986 

ASSEMBLY ACTIONS: 

COMMITTEE  CON. PRO. VOTE  5-0  COMMITTEE  W. & M. VOTE  20-1  

Ayes: Ayes: Vasconcellos, Baker, Agnos, 
Bader, Calderon, Connelly, Eaves, 
Herger, Hill, Isenberg, Johnson, 
Johnston, Leonard, Lewis, 
Margolin, McClintock, O'Connell, 
Peace, Roos, M. Waters 

Nays: Nays: D. Brown 

DIGEST  

Existing law generally provides that a manufacturer who is unable to service or 
repair consumer goods, including motor vehicles, so that they conform to the 
applicable express warranties after a reasonable number of attempts - must 
either replace those goods or reimburse the buyer in an amount equal to the 
purchase price, less the amount directly attributable to the buyer's use prior 
to the discovery of the nonconformity (defect). 

In 1982, the law was amended by AB 1787 (Tanner), commonly referred to as the 
"lemon" bill or " lemon" law. That legislation specifies that for new motor 
vehicles, a " reasonable number of attempts" is presumed to be either four or 
more repair attempts on the same major defect or more than 30 days out of 
service for service/repair of one or more major defects, within the first year 
or 12,000 miles of use. 

That law also contains provisions which, under specified circumstances, require 
a buyer to notify the manufacturer directly of a continuing defect and to use a 
dispute resolution program meeting specified minimum standards, prior to 
asserting the " lemon presumption" (4 times/30 days = "reasonable number of 
repair attempts") in a legal action to obtain a vehicle replacement or refund. 

This bill amends that law and related laws to: 

1) Amend the definition of a " new motor vehicle" which is covered by the 
"lemon" law, to specifically include a dealer-owned vehicle and a 
"demonstrator" or other vehicle that is sold with a manufacturer's new car 
warranty, and to substitute a more specific definition for excluded 
off-road and commercial vehicles. 

- continued - 

AB 3611  
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2) Clarify that the vehicle buyer may assert the " lemon presumption" in any 
civil action, small claims court action or other formal or informal 
proceeding. 

3) Expressly provide that the vehicle buyer has the choice of whether she or 
he receives a replacement vehicle or a refund for a defective " lemon" 
vehicle. 

4) Specifically provide, for new motor vehicles, what is included in the 
replacement option and the refund option, as follows: 

a) If a replacement vehicle is chosen by the buyer, it must be a new 
vehicle substantially identical to the vehicle replaced, accompanied 
by all normal new vehicle express and implied warranties. The 
manufacturer must bear the cost of any vehicle price increases, any 
sales tax, license and registration fees incurred as a result of the 
replacement and any incidental damages to which the buyer is entitled 
under the law, such as reasonable repair, towing and rental car costs 
actually incurred by the buyer. 

b) If a refund is chosen by the buyer, it must consist of the full 
contract price paid or payable by the buyer, as well as charges for 
transportation, installed options, sales tax, license, registration 
and other official fees, and specified incidental damages, such as 
reasonable repair, towing or rental car costs actually incurred by the 
buyer - less the amount directly attributable to the buyer's use of 
the defective vehicle prior to discovery of the defect. 

5) Require that the dispute resolution programs: 

a) Provide the provisions of California's " lemon" law and the provisions 
of federal law which govern the operation of such programs to dispute 
decisionmakers. 

b) Render decisions which incorporate consideration of those provisions. 

c) Provide for an inspection and report on a vehicle by an independent 
expert at no cost to the buyer, when such is requested by a majority 
of the program's decisionmakers. 

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

7) Authorize the Board of Equalization to adopt whatever rules and 
regulations it deems necessary or appropriate to carry out this 
reimbursement requirement. 

- continued - 

AB 3611  
Page 2 
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8) Require the California New Motor Vehicle Board ( NMVB) to certify each 
dispute resolution program that is used to arbitrate " lemon" vehicle 
disputes as complying with the state's prescribed minimum standards prior 
to that program's use. 

9) Require the NMVB to designate a certified dispute process to arbitrate 
"lemon" disputes if the manufacturer or distributor does not use one 
itself. 

10) Permit the NMVB to suspend or revoke its certification when it determines 
a program does not comply with the state's minimum standards. 

11) Require a vehicle manufacturer or distributor that uses a dispute 
resolution program and seeks to have it certified to provide the NMVB with 
any information the NMVB deems necessary in order for it to perform its 
certification responsibility. 

FISCAL EFFECT  

According to the Legislative Analyst, this bill will result in: 

Cost: 1) Potential cost in the range of $50,000 to $100,000 to the NMVB 
to certify arbitration programs, fully offset by fees charged to 
vehicle manufacturers and distributors. 

2) Unknown absorbable costs to the Board of Equalization to 
reimburse sales tax amounts in restitution ( refund) settlements 
for defective vehicles. 

Revenues: 1) Unknown revenues generated by fees charged to manufacturers and 
distributors to offset program costs of the NMVB. 

2) Unknown revenue loss to the General Fund from sales tax 
reimbursements to vehicle manufacturers for restitution ( refund) 
settlements on defective vehicles. 

COMMENTS  

1) This bill is sponsored by its author to strengthen existing " lemon" law 
protections, to eliminate inequities that have occurred from that law's 
implementation and to ensure that owners of seriously defective new cars 
can obtain a fair, impartial and speedy hearing on their complaints. 

The bill is supported by the Consumer Federation of California, Consumers 
Union, California Public Interest Research Group ( Cal PIRG), the 
San Francisco District Attorney, the Board of Equalization, the New Motor 
Vehicle Board, and several consumers and attorneys. 

- continued - 

AB 3611  
Page 3 
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The author and proponents state that since the effective date of the 
"lemon" law over three years ago, there have been numerous complaints from 
new car buyers concerning its implementation. While thesecomplaints 
reflect continued dissatisfaction with the manufacturer's own resolution of 
disputes regarding defective new vehicles, they have also alleged that the 
dispute resolution programs financed by the manufacturers are not operated 
impartially. Consumers have complained of: long delays in obtaining a 
hearing ( beyond the prescribed 40-60 day time limit); unequal access to the 
arbitration process; unreasonable decisions that do not appear to even 
acknowledge the existence, much less the use, of the " lemon" law's 
provisions or provide an adequate amount of reimbursement even when a 
refund decision is ordered. 

2) The bill is opposed by Chrysler Corporation and the Automobile Importers of 
America ( AlA). 

Opponents of the bill state that the number of consumers dissatisfied with 
the current arbitration processes is small relative to the number of 
arbitrations. They argue that the manufacturers have invested a large 
amount of money to adequately fund these arbitration processes, the 
processes comply with the state's prescribed standards, they feel the 
programs are working very well and, if additional refinements are needed, 
they are willing to work cooperatively to that end. 

Jay J. DeFuria AB 3611  
324-2721 Page 4 
6/4/86: aconpro 
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WAYS AND MEANS CYiMITTEE ANALYSIS 

Author: Tanner Amended: 05/19/86 

MAY 2 7 'c 
I'Joo 

Bill No.: AB 3611 

Policy Ccinnittee: Consumer Protection Vote: 5-0 

Urgency: No Hearing Date: 05/286 

State Mandated Local Program: No Staff Catrnents by: 

Disclaimed: Tcm Higgins 

Existing law, known as the "lemon law" .hich amended the Song-Beverly Warranty 
Act, establishes remedies for the consumer wbose newly purchased vehicle is 
substantially impaired. 

The bill provides that the option of replacement or restitution, as specified, 
is expressly with the buyer. 

This bill requires the New Motor Vehicle Board ( thich has auto dealers on it) 
to certify "third party" dispute resolution programs used for arbitration by 
manufacturers and consumers. The New Motor Vehicle Board will be able to 
ensure ccrnpliance with the lemon law and FIC guidelines without cost to the 
state, adding uniformity and consistency to the arbitration process. 

Note: This bill was substantially amended, deleting provisions that created a 
state-run arbitration process. 

This bill requires manufacturers to reimburse consumers for all costs 
associated with the purchase of the autanobile ,hen restitution or replacement 
is made, including towing, transportation, prorated UV regional costs and 
sales tax. 

This bill requires the BOE to refund the sales tax and the DKV to refund the 
prorated, unused portion of registration fees • The flOE and the lily may adopt 
necessary rules and regulations for the purpose. 

Fiscal: 

This bill provides for the New Motor Vehicle Board to assess annual fees for 
the costs of certifying arbitration programs. The IilV and the flOE will have 
absorbable costs for refunding fees and taxes. 

TH:djc 
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Author: Tanner 

WAYS AND MEANS CCKMI'rra ANALYSIS 

Amended: 05/19/86 

MAY 2 7 I9: 

Bill No.: AB 3611 

Policy Committee: Oonsumer Protection Vote: 5-0 

Urgency: No Hearing Date: 05/28/6 

State Mandated Local Program: No Staff Comments by: 

Disclaimed: £ I Higgins 

Existing law, known as the "lemon law" which amended the Song-Beverly Warranty 
Act, establishes remedies for the consumer whose newly purchased vehicle is 
substantially unpaired. 

The bill provides that the option of replacement or restitution, as specified, 

is expressly with the buyer. 

This bill requires the New Motor Vehicle Board ( kich has auto dealers on it) 
to certify "third party" dispute resolution programs used for arbitration by 
manufacturers and consumers. The New Motor Vehicle Board will be able to 
ensure compliance with the lemon law and FM guidelines without cost to the 
state, adding uniformity and consistency to the arbitration process. 

Note: This bill was substantially amended, deleting provisions that created a 
state-run arbitration process. 

This bill requires manufacturers to reimburse consumers for all costs 
associated with the purchase of the automobile when restitution or replacement 
is made, including towing, transportation, prorated DW regional costs and 

sales tax. 

This bill requires the DOE to refund the sales tax and the DMV to refund the 
prorated, unused portion of registration fees. The DOE and the DIV may adopt 
necessary rules and regulations for the purpose. 

Fiscal: 

This bill provides for the New Motor Vehicle Board to assess annual fees for 
the costs of certifying arbitration programs. The DIV and the DOE will have 
absorbable costs for refunding fees and taxes. 

TH:djc 
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S 

Legislative Analyst 
May 24, 1986 

ANALYSIS OF ASSEMBLY BILL NO. 3611 (Tanner) 
As Amended in Assembly May 19, 1986 

1985-86 Session 

Fiscal Effect: 

Cost: 1. Potential cost in the range of 
$50,000 to $100,000 to the New 
Motor Vehicle Board to certify 
arbitration processes. Costs 
fully offset by fees charged to 
manufacturers and distributors of 
motor vehicles. 

2. Unknown absorbable costs to the 
State Board of Equalization to 
reimburse sales tax in restitution 
settlements. 

Revenue: 1. Unknown revenues generated by fees 
charged to manufacturers and 
distributors to offset program 
costs of the New Motor Vehicle 
Board. 

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

Analysis: 

This bill changes current law pertaining to 
vehicle warranty procedures. Specifically, the bill: 

• Requires the manufacturer of a motor vehicle, 
at the option of the buyer,to replace a 
defective motor vehicle or make restitution 
if the manufacturer is unable to service or 
repair the vehicle after a reasonable number 
of attempts by the buyer. 
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AB 3611--contd 

• Requires the New Motor Vehicle Board ( NMVB) 
to certify the arbitration processes used to 
resolve vehicle warranty disputes. 
Authorizes the board to revoke or suspend any 
arbitration process if it does not comply 
with specified standards. 

• Authorizes the board to charge fees to 
manufacturers, distributors, and their 
branches to fund the board's costs. 

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

Fiscal Effect 

Our analysis indicates that the NMVB potentially 
could incur annual costs in the range of $50,000 to 
$100,000 to certify arbitration processes. These 
costs, however, will be fully offset by fees collected 
from the manufacturers and distributors of motor 
vehicles. 

The BOE will incur unknown costs to reimburse 
the sales tax to the manufacturer in vehicle 
restitution settlements. These costs would be 
absorbable. 

Unknown revenue loss to the General Fund from 
sales tax reimbursements made to manufacturers and 
distributors of defective new motor vehicles. 

83/s8 

-2-

965



Date of Hearing: April 3, 1986 AB 3611  

ASSEMBLY COMMITTEE ON CONSUMER PROTECTION 
ROBERT C. FRAZEE, Chairman 

AB 3611 (Tanner) - As Introduced: February 20, 1986 

ASSEMBLY ACTIONS: 

COMMITTEE CON. PRO. VOTE COMMITTEE VOTE 

Ayes: Ayes: 

Nays: Nays: 

.SUBJECT  

Vehicle warranties: defective (" lemon") new cars. 

DIGEST 

Existing law, the California Song-Beverly Consumer Warranty Act, generally 
provides that a manufacturer who is unable to service or repair consumer goods, 
including motor vehicles, so that they conform to the applicable express 
warranties after a reasonable number of attempts - must either replace those 
goods or reimburse the buyer in an amount equal to the purchase price, less the 
amount directly attributable to the buyer's use prior to the discovery of the 
nonconformity ( defect). 

In 1982, those provisions of the Song-Beverly Act were amended by AB 1787 
(Tanner), commonly referred to as the " lemon bill" or " lemon law." That 
legislation specified that with respect to defined new motor vehicles, a 
"reasonable number of attempts" would be presumed to be either 4 or more repair 
attempts on the same major defect or more than 30 days out of service for 
service/repair of one or more major defects, within the first year or 12,000 
miles of use. 

That bill also enacted provisions which, under specified circumstances, 
required a buyer to directly notify the manufacturer of a continuing defect and 
to utilize a dispute resolution program meeting specified minimum standards, 
prior to asserting the " lemon presumption" (4 times/30 days = "reasonable 
number of repair attempts") in a legal action to obtain a vehicle replacement 
or refund. 

This bill would amend that law and related laws to: 

- continued - 

AB 3611  
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1) Expressly provide that the vehicle buyer gets to choose whether she or he 
receives a replacement vehicle or a refund; 

2) Specifically provide, for new motor vehicles, what is included in the 
replacement option and the refund option, as follows: 

a) If a replacement vehicle is chosen by the buyer, it must be a new 
vehicle substantially identical to the vehicle replaced, accompanied 
by all normal new vehicle express and implied warranties. The 
manufacturer must bear the cost of any vehicle price increases and any 
sales tax, license and registration fees incurred as a result of the 
replacement. 

b) If a refund is chosen by the buyer, it must consist of the full 
contract price paid or payable by the buyer, together with charges for 
transportation, installed options, sales tax, and license, 
registration and other official fees - less the amount directly 
attributable to a buyer's use of the defective vehicle prior to 
discovery of the defect. 

3) Add statutory provisions to require the Board of Equalization and the 
Fe—Fartment of Motor Vehicles to refund the sales tax and the unused 
portion ( pro rata) of the vehicle registration and license fees, 
respectively, to a manufacturer who has either replaced the vehicle or 
made the refund provided for under the bill's new warranty law provisions. 
The bill's provisions would also authorize both the Board and the 
Department to adopt whatever rules and regulations they deem necessary or 
appropriate to carry out these refund requirements. 

4) Require the California New Motor Vehicle Board to certify each dispute 
resolution process used to arbitrate " lemon" vehicle disputes as complying 
with the state's prescribed minimum standards before that process could be 
used to fulfill the requirement for its use under the " lemon" law's 
provisions. The dispute resolution process would be required to provide 
the Board with any information the Board deemed necessary in order for it 
to perform its certification responsibility. The bill's provisions would 
permit the Board to suspend or revoke its certification when it determines 
a process does not comply with the state's minimum standards. 

5) Require the Ne* Motor Vehiclekoard to providarbitration itself, which 
as for resolvikq disputes arising between 

a new motor vehicT.. purchaser ans4ts manufacturè, or distributor. 
Provide that this state arbitration'povision does'qpt limit any of the 
buyer's other legal Toqmedies except th1.tthe buyer i -no entitled to a 
second qualified arbit1'a,tion. 

meets the state's minimum stan 

- continued - 

AB 3611 
Page 2 
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6) Provide that a new motor v ide buyer may'request formal arbitration of 
vehicle disputes with in. ufacturers by,tfe New Motor Vehicle Board and 
that specified condit • ns must be mey'prior to the Board's granting of an 
arbitration request 

7) Authorize the New Motor Vehicle Board to establish filing fees for cases 
when the Board arbitrates disputes, including a fixed annual fee to be 
charged to the Board's regulated vehicle manufacturers and distributors. 
Also, authorize the Board to order a party to a state arbitration to pay 
the other party's filing fees under specified circumstances. 

8) Amend the definition of a "new motor vehicle" which is covered by the 
"lemon law", to specifically include dealer-owned vehicles and 
"demonstrators" sold with a manufacturers' new car warranties, and to 
substitute a more specific definition for excluded "off-road" vehicles. 

FISCAL EFFECT  

Unknown. This is a fiscal  
refunds and pro-rata ref 
registration fees, an 
Vehicle Board. The 
$610,000 with an 
Board expects t 
from its regu 
conducting 

mmittee measur 
s of unused p 

or certificat.n 
bard estimates 

• The bill provides for sales tax 
tions of vehicle license and 

and arbitration by the New Motor 
irst year start-up costs of approximately 

oing $649,001 operational cost per year thereafter. The 
fund these co. s through its authority to assess annual fees 

ted manufact ers and distributors and the filing fees for 
itrations. 

STAFF COMMENTS  

1) This bill is sponsored by its author to strengthen existing " lemon" law 
protections, to eliminate inequities that have occurred from that law's 
implementation and to ensure that owners of seriously defective new cars 
can obtain a fair, impartial and speedy hearing on their complaints. 

The bill is supported by the Consumer Federation of California, Consumers 
Union, California Public Interest Research Group ( Cal PIRG), the San 
Francisco District Attorney, a member of the State Board of Equalization, 
the New Motor Vehicle Board, and several consumers and attorneys. 

The author and proponents state that since the effective date of the " lemon" 
law over 3 years ago, there have been numerous complaints from new car buyers 
concerning its implementation. While these complaints reflect continued 

- continued - 
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dissatisfaction with the manufacturer's own resolution of disputes regarding 
defective new vehicles, they have also alleged that the dispute resolution 
programs financed by the manufacturers are not operated impartially. Consumers 
have complained of: long delays in obtaining a hearing ( beyond the prescribed 
40-60 day time limit); unequal access to the arbitration process; unreasonable 
decisions that do not appear to even acknowledge the existence of, much less 
use, the " lemon" law's provisions or provide an adequate amount of 
reimbursement even when a refund decision is ordered. 

2) The bill is opposed by Ford Motor Company, Chrysler Corporation, the 
Automobile Importers of America, the Motor Vehicle Manufacturers 
Association and the Recreational Vehicle Industry Association. 

Opponents of the bill state that the number of consumers dissatisfied with 
the current arbitration processes is small relative to the number of 
arbitrations. They argue that the manufacturers have invested a large 
amount of money to adequately fund these arbitration processes, that they 
comply with the state's prescribed standards, that they feel the programs 
are working very well and that if additional refinements are needed that 
they are willing to work cooperatively to that end. 

In particular, the opponents question the need for a state-operated 
arbitration option, as provided for in the bill. They argue that in the 
two other states which have state arbitration provisions ( Connecticut and 
Texas) there are serious backlogs, supporting their view that the state is 
ill-equipped to perform this role. They also contend that having a state 
arbitration alternative which will be paid for by manufacturers, will be a 
disincentive for the continued operation of the programs they currently 
finance. 

Jay J. DeFuria 
324-2721 
acon pro 

AB 3611  
Page 4 
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Author: Tanner 

WAYS AND MEANS COMMITTEE ANALYSIS  

Amended: 05/19/86 Bill No.: AB 3611 

Policy Carffnittee: Consumer Protection Vote: 5-0 

Urgency: No Hearing Date: 05/28/86 

State Mandated Local Program: No Staff Camients by: 

Disclaimed: 'ran Higgins 

Existing law, known as the "lemon law" which amended the Song-Beverly Warranty 

Act, establishes remedies for the consumer whose newly purchased vehicle is 

substantially impaired. 

The bill provides that the option of replacement or restitution, as specified, 

is expressly with the buyer. 

This bill requires the New } tor Vehicle Board (which has auto dealers on it) 
to certify "third party" dispute resolution programs used for arbitration by 
manufacturers and consumers. The New Motor Vehicle Board will be able to 
ensure compliance with the lemon law and FC guidelines without cost to the 
state, adding uniformity and consistency to the arbitration process. 

Note: This bill s'as substantially amended, deleting provisions that created a 

state-run arbitration process. 

This bill requires manufacturers to reimburse consumers for all costs 
associated with the purchase of the automobile when restitution or replacement 
is made, including towing, transportation, prorated CMV regional costs and 

sales tax. 

This bill requires the BOE to refund the sales tax and the CMV to refund the 
prorated, unused portion of registration fees. The BOE and the CMV may adopt 
necessary rules and regulations for the purpose. 

Fiscal: 

This bill provides for the New Motor Vehicle Board to assess annual fees for 

the costs of certifying arbitration programs. The CMV and the BOE will have 
absorbable costs for refunding fees and taxes. 

TH:djc 
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Legislative Analyst 
May 24, 1986 

ANALYSIS OF ASSEMBLY BILL NO. 3611 ( Tanner) 
As Amended in Assembly May 19, 1986 

1985-86 Session 

Fiscal Effect: 

Cost: 1. Potential cost in the range of 
$50,000 to $ 100,000 to the New 
Motor Vehicle Board to certify 
arbitration processes. Costs 
fully offset by fees charged to 
manufacturers and distributors of 
motor vehicles. 

2. Unknown absorbable costs to the 
State Board of Equalization to 
reimburse sales tax in restitution 
settlements. 

Revenue: 1. Unknown revenues generated by fees 
charged to manufacturers and 
distributors to offset program 
costs of the New Motor Vehicle 
Board. 

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

Analysis: 

This bill changes current law pertaining to 
vehicle warranty procedures. Specifically, the bill: 

• Requires the manufacturer of a motor vehicle, 
at the option of the buyer, to replace a 
defective motor vehicle or make restitution 
if the manufacturer is unable to service or 
repair the vehicle after a reasonable number 
of attempts by the buyer. 
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AB 3611--contd 

• Requires the New Motor Vehicle Board ( NMVB) 
to certify the arbitration processes used to 
resolve vehicle warranty disputes. 
Authorizes the board to revoke or suspend any 
arbitration process if it does not comply 
with specified standards. 

• Authorizes the board to charge fees to 
manufacturers, distributors, and their 
branches to fund the board's costs. 

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

Fiscal Effect 

Our analysis indicates that the NMVB potentially 
could incur annual costs in the range of $50,000 to 
$100,000 to certify arbitration processes. These 
costs, however, will be fully offset by fees collected 
from the manufacturers and distributors of motor 
vehicles. 

The BOE will incur unknown costs to reimburse 
the sales tax to the manufacturer in vehicle 
restitution settlements. These costs would be 
absorbable. 

Unknown revenue loss to the General Fund from 
sales tax reimbursements made to manufacturers and 
distributors of defective new motor vehicles. 

83/s8 
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Legislative Analyst 
May 24, 1986 

ANALYSIS OF ASSEMBLY BILL NO. 3611 ( Tanner) 
As Amended in Assembly May 19, 1986 

1985-86 Session 

Fiscal Effect: 

Cost: 1. Potential cost in the range of 
$50,000 to $ 100,000 to the New 
Motor Vehicle Board to certify 
arbitration processes. Costs 
fully offset by fees charged to 
manufacturers and distributors of 
motor vehicles. 

2. Unknown absorbable costs to the 
State Board of Equalization to 
reimburse sales tax in restitution 
settlements. 

Revenue: 1. Unknown revenues generated by fees 
charged to manufacturers and 
distributors to offset program 
costs of the New Motor Vehicle 
Board. 

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

Analysis: 

This bill changes current law pertaining to 
vehicle warranty procedures. Specifically, the bill: 

• Requires the manufacturer of a motor vehicle, 
at the option of the buyer, to replace a 
defective motor vehicle or make restitution 
if the manufacturer is unable to service or 
repair the vehicle after a reasonable number 
of attempts by the buyer. 
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AB 3611--contd 

• Requires the New Motor Vehicle Board ( NMVB) 
to certify the arbitration processes used to 
resolve vehicle warranty disputes. 
Authorizes the board to revoke or suspend any 
arbitration process if it does not comply 
with specified standards 

• Authorizes the board to charge fees to 
manufacturers, distributors, and their 
branches to fund the board's costs. 

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

Fiscal Effect 

Our analysis indicates that the NMVB Potentially 
could incur annual costs in the range of $50,000 to 
$100,000 to certify arbitration processes. These 
costs, however, will be fully offset by fees collected 
from the manufacturers and distributors of motor 
vehicles. 

The BOE will incur unknown costs to reimburse 
the sales tax to the manufacturer in vehicle 
restitution settlements These costs would be 
absorbable. 

Unknown revenue loss to the General Fund from 
sales tax reimbursements made to manufacturers and 
distributors of defective new motor vehicles. 

83/s8 

-2-
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Date of Hearing: April 3, 1986 AB 3611  

ASSEMBLY COMMITTEE ON CONSUMER PROTECTION 
ROBERT C. FRAZEE, Chairman 

AB 3611 (Tanner) - As Introduced: February 20, 1986 

ASSEMBLY ACTIONS: 

COMMITTEE CON. PRO. VOTE COMMITTEE VOTE 

Ayes: Ayes: 

Nays: Nays: 

SUBJECT  

Vehicle warranties: defective (" lemon") new cars. 

DIGEST  

Existing law, the California Song-Beverly Consumer Warranty Act, generally 
provides that a manufacturer who is unable to service or repair consumer goods, 
including motor vehicles, so that they conform to the applicable express 
warranties after a reasonable number of attempts - must either replace those 
goods or reimburse the buyer in an amount equal to the purchase price, less the 
amount directly attributable to the buyer's use prior to the discovery of the 
nonconformity ( defect). 

In 1982, those provisions of the Song-Beverly Act were amended by AR 1787 
(Tanner), commonly referred to as the " lemon bill" or " lemon law." That 
legislation specified that with respect to defined new motor vehicles, a 
"reasonable number of attempts" would be presumed to be either 4 or more repair 
attempts on the same major defect or more than 30 days out of service for 
service/repair of one or more major defects, within the first year or 12,000 
miles of use. 

That bill also enacted provisions which, under specified circumstances, 
required a buyer to directly notify the manufacturer of a continuing defect and 
to utilize a dispute resolution program meeting specified minimum standards, 
prior to asserting the " lemon presumption" (4 times/30 days = "reasonable 
number of repair attempts") in a legal action to obtain a vehicle replacement 
or refund. 

This bill would amend that law and related laws to: 

- continued - 

AB 3611  
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1) Expressly provide that the vehicle buyer gets to choose whether she or he 
receives a replacement vehicle or a refund; 

2) Specifically provide, for new motor vehicles, what is included in the 
replacement option and the refund option, as follows: 

a) If a replacement vehicle is chosen by the buyer, it must be a new 
vehicle substantially identical to the vehicle replaced, accompanied 
by all normal new vehicle express and implied warranties. The 
manufacturer must bear the cost of any vehicle price increases and any 
sales tax, license and registration fees incurred as a result of the 
replacement. 

b) If a refund is chosen by the buyer, it must consist of the full 
contract price paid or payable by the buyer, together with charges for 
transportation, installed options, sales tax, and license, 
registration and other official fees - less the amount directly 
attributable to a buyer's use of the defective vehicle prior to 
discovery of the defect. 

3) Add statutory provisions to require the Board of Equalization and the 
Department of Motor Vehicles to refund the sales tax and the unused 
portion ( pro rata) of the vehicle registration and license fees, 
respectively, to a manufacturer who has either replaced the vehicle or 
made the refund provided for under the bill's new warranty law provisions. 
The bill's provisions would also authorize both the Board and the 
Department to adopt whatever rules and regulations they deem necessary or 
appropriate to carry out these refund requirements. 

4) Require the California New Motor Vehicle Board to certify each dispute 
resolution process used to arbitrate " lemon" vehicle disputes as complying 
with the state's prescribed minimum standards before that process could be 
used to fulfill the requirement for its use under the " lemon" law's 
provisions. The dispute resolution process would be required to provide 
the Board with any information the Board deemed necessary in order for it 
to perform its certification responsibility. The bill's provisions would 
permit the Board to suspend or revoke its certification when it determines 
a process does not comply with the state's minimum standards. 

5) Require the New Motor Vehicle Board to provide arbitration itself, which 
meets the state's minimum standards for resolving disputes arising between 
a new motor vehicle purchaser and its manufacturer, or distributor. 
Provide that this state arbitration provision does not limit any of the 
buyer's other legal remedies except that the buyer is not entitled to a 
second qualified arbitration. 

- continued - 

AB 3611  
Page 2 
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6) Provide that a new motor vehicle buyer may request formal arbitration of 
vehicle disputes with manufacturers by the New Motor Vehicle Board and 
that specified conditions must be met prior to the Board's granting of an 
arbitration request. 

7) Authorize the New Motor Vehicle Board to establish filing fees for cases 
when the Board arbitrates disputes, including a fixed annual fee to be 
charged to the Board's regulated vehicle manufacturers and distributors. 
Also, authorize the Board to order a party to a state arbitration to pay 
the other party's filing fees under specified circumstances. 

8) Amend the definition of a " new motor vehicle" which is covered by the 
"lemon law", to specifically include dealer-owned vehicles and 
"demonstrators" sold with a manufacturers' new car warranties, and to 
substitute a more specific definition for excluded "off-road" vehicles. 

FISCAL EFFECT  

Unknown. This is a fiscal committee measure. The bill provides for sales tax 
refunds and pro-rata refunds of unused portions of vehicle license and 
registration fees, and for certification and arbitration by the New Motor 
Vehicle Board. The Board estimates first year start-up costs of approximately 
$610,000 with an ongoing $649,000 operational cost per year thereafter. The 
Board expects to fund these costs through its authority to assess annual fees 
from its regulated manufacturers and distributors and the filing fees for 
conducting arbitrations. 

STAFF COMMENTS  

1) This bill is sponsored by its author to strengthen existing " lemon" law 
protections, to eliminate inequities that have occurred from that law's 
implementation and to ensure that owners of seriously defective new cars 
can obtain a fair, impartial and speedy hearing on their complaints. 

The bill is supported by the Consumer Federation of California, Consumers 
Union, California Public Interest Research Group ( Cal PIRG), the San 
Francisco District Attorney, a member of the State Board of Equalization, 
the New Motor Vehicle Board, and several consumers and attorneys. 

The author and proponents state that since the effective date of the " lemon" 
law over 3 years ago, there have been numerous complaints from new car buyers 
concerning its implementation. While these complaints reflect continued 

- continued - 

AB 3611 
Page 3 
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dissatisfaction with the manufacturer's own resolution of disputes regarding 
defective new vehicles, they have also alleged that the dispute resolution 
programs financed by the manufacturers are not operated impartially. Consumers 
have complained of: long delays in obtaining a hearing ( beyond the prescribed 
40-60 day time limit); unequal access to the arbitration process; unreasonable 
decisions that do not appear to even acknowledge the existence of, much less 
use, the " lemon" law's provisions or provide an adequate amount of 
reimbursement even when a refund decision is ordered. 

2) The bill is opposed by Ford Motor Company, Chrysler Corporation, the 
Automobile Importers of America, the Motor Vehicle Manufacturers 
Association and the Recreational Vehicle Industry Association. 

Opponents of the bill state that the number of consumers dissatisfied with 
the current arbitration processes is small relative to the number of 
arbitrations. They argue that the manufacturers have invested a large 
amount of money to adequately fund these arbitration processes, that they 
comply with the state's prescribed standards, that they feel the programs 
are working very well and that if additional refinements are needed that 
they are willing to work cooperatively to that end. 

In particular, the opponents question the need for a state-operated 
arbitration option, as provided for in the bill. They argue that in the 
two other states which have state arbitration provisions ( Connecticut and 
Texas) there are serious backlogs, supporting their view that the state is 
ill-equipped to perform this role. They also contend that having a state 
arbitration alternative which will be paid for by manufacturers, will be a 
disincentive for the continued operation of the programs they currently 

finance. 

Jay J. DeFuria 
324-2721 
aconpro 

AB 3611 
Page 4 
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AR 
GA-1097-F(1-74) 
LEGISLATIVE BILL ANALYSIS 

State Board of Equalization 
Department of Business Taxes 

Bill Number  Assembly Bill 3611 Date  February 20,, 1986  

Author  Tanner  Tax  Sales and Use 

Board Position  Related Bills  

BILL SUMMARY: 

This bill would add Section 6902.2 to the Revenue and 
Taxation Code to require the board to refund the sales tax to 
the vehicle manufacturer upon receipt of satisfactory proof 
that the sales tax has been paid to the state on the sale of a 
new motor vehicle, and that the new motor vehicle has been 
replaced by the manufacturer or that the manufacturer has made 
restitution to the buyer, as provided in paragraph ( 2) of 
subdivision (d) of Section 1793.2 of the Civil Code. 

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

ANALYSIS 

In General  

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

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

L. 
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Assembly Bill 3611 PAGE 2 

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

BACKGROUND 

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

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

COMMENTS 

a. This bill would conflict with Section 6901, which 
requires any overpayment of taxes to be refunded to the person 
who paid them. That is, in a situation covered under the 
California "Lemon Law", this bill would grant the manufacturer 
the right to recover reimbursement of the sales tax from the 
state for sales tax refunded to the buyer, even though the 
manufacturer did not make the original sale and did not pay the 
sales tax on that sale to the state. 

The basic foundation of the Sales and Use Tax Law is that 
sales tax is imposed upon retailers for the privilege of 
selling tangible personal property at retail in this state. 
This has been and currently remains a sensitive issue since 
past litigation has attempted and would probably continue to 
attempt to overturn this basic concept. Enactment of Section 
6902.2 could be that necessary tool to overturn this basic 
concept. 

b. Enactment of this legislation would also be expensive 
to administer since the board would have to examine both the 
dealer's and the manufacturer's records to verify that the 
sales tax on the sale of the motor vehicle found to be 
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defective was remitted by the dealer to the state and that the 
manufacturer had refunded similar amount to the buyer. This 
would require special efforts outside the normal audit 
procedure, resulting in extra time expended by the board staff. 

Analysis Prepared by: Rey Obligacion 32-7O86 March 28, 1986 
Contact: Margaret Shedd Boatwright 32-2376 0053F 

981



YOUR OFFICE  

Arnie Peters 50991 

ASSEMBLY COMMITTEE ON CONSUMER PROTECTION 

ROBERT C. FRAZEE, CHAIRMAN 

Bill Analysis Work Sheet 

(Please return at least 10 working days prior to hearing date) 

DATE: ..J- i , 1986 TO: 

BILL NO.: AB HEARING DATE: 

'IS THIS BILL PROPOSED TO BE AMENDED? YES ? NO 

AUTHORS AMENDMENTS PRIOR TO HEARING: 
Author may amend a Fill at any time prior to a hearing; however, 
author's amendments shall be submitted to the committee secretary at 
least three ( 3) working days prior to the hearing at which the bill 
is set. For a Thursday hearing, amendments shall be submitted to 
the committee secretary ( IN LEGISLATIVE COUNSEL FORM) 
prior to 2:00 PM on Friday. This proceaure wilT enable committee 
staff to reanalyze the bill and to have the amended version in 
print before the hearing. NOTE: Please inform and, if possible 
provide even non- legislative Counsel form drafts to the committee 
consultant as soon as possible. 

If it is necessary for an author to submit amendments within three 
(3) working days of the hearing, the author shall clear such amendments 
with the Chairman. 

When amendments which have not been cleared by the Chairman are submitted 
within three ( 3) working days of the hearing, the bill will be held over 
until the next regularly scheduled hearing of the Committee. 

CONTACT PERSON(S) CONTACT PERSON(S) 
SPONSOR'S OFFICE 

Please return to : Assembly Consumer Protection Committee 
Betty Johnson, Committee Secretary 
1100 J Street, Room 570 
324-2721 

Principal Consultant, Jay J. DeFuria 
Associate Consultant, David H. Grafft 

rev. 1/86 
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ASSEMBLY COMMITTEE ON CONSUMER PROTECTION 
Robert C Frazee, CffiTrman 

BACKGROUND INFORMATION REQUEST 

Measure: -AB 3611 
Author : Assemblywoman Tanner 

1. Origin of the bill: 

a. Who is the source of the bill? What person, organization, or 
governmental entity requested introduction? 

Assemblywoman Tanner  

b. Has a similar bill been before either this session or a previous 
session of the legislature? If so, please identify the session, bill 
number and disposition of the bill. 

AB 1787, Chapter 388, 1982 

C. Has there been an interim committee report on the bill? If so, please 
identify the report. 

No 

2. What is the problem or deficiency in the present law which the bill seeks 
to remedy? Disciplines present administration of auto manufacturer-run 

arbitration _programs under the "lemon law" by requirinthy be certified and k_ 
creatin2 a competinq state-run arbitration_process, E4su es  t_ht owite.rs L 
"lemon" cars will be reimbursed their sales tax  

3. Please attach copies of any background material in explanation of the 
bill, or state where such material is available for reference by committee 
staff. 

Jay DeFuria probably has more background material  than we do.  

4. Please attach copies of letters of support or opposition from any group, 
organization, or governmental agency who has contacted you either in 
support or opposition to the bill. 

5. If you plan substantive amendments to this bill prior to hearing, please 
explain briefly the substance of the amendments to be prepared. 

Don't know at this time 

6. List the witnesses you plan to have testify. 

Don't-'Fn-ow at this  time ( Probably Donna Selnick) 

RETURN THIS FORM TO: ASSEMBLY COMMITTEE ON CONSUMER PROTECTION 
Phone 324-2721 
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SUPPORT 

Bill No. AB 3611 

OPPOSE 

12 persons on letter 

3/17/86 Harry A. Shaw 3/l9—rd—Moreornpany 

3 A; (47-W iyi 5 t ' 3/12 Electronic Representatives Assoc. 

3/12 attorney Stan Naparst urers Asso 

3/10 Cal PIP(Pub.Interest Research Grp, 
z.,- 127 - . 

evnbi1 IrpQ.ters 
/ ni 3- 

of America 

3/26 New Motor Vehicle Board 4/2 

3/10 Conway H. Collis/Bd. of Equalization 
Aa nU we mend) 

.3/31 Ca1PIRG(Public Interest ResearcL 

Consumers Union .iroup 

3/2187-3 Consumer Federation of Calif. 

4/3 Roger Dickinson, Attorney at Law 

5/20/86 State Board of Equalization 

3/18/86 CHRYSLER CORP. 
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GeojcR.5tee5 1024 10TH ST SUITE 333 

LEGISLATIVE 
ADVOCATES 

SACRAMENTO TELEPHONE 
CALIFORNIA 95814 916  444-6034 

May 22, 1986 

Honorable Sally Tanner 
Room 4146 
State Capitol 
Sacramento, CA. 95814 

Subject: Opposition to AB 3611 being heard in Assembly Ways and 
Means Coiiiiittee onMay 28, 1986 

Dear Sally, 

On behalf of our client, the Automobi lie Importers of America 
(AlA), we are opposed to your AB 3611 which amends California's 
New Car Lemon Law. As you know, AlA members include most of the 
companies importing foreign automobiles from Europe and Asia. 

Our opposition Is based upon the following concerns: 

1) State certification of manufacturers' third party dispute 
resolution programs. 

On page 10 and II, AB 3611 requires that if a manufacturer does 
not utilize a third party dispute process which has been 
certified by the New Motor Vehicle Board ( NMVB) as meeting the 
Federal Trade Commission's 703 provisions, the NMVB shall 
designate one for customers to use. 

If the Better Business Bureau process currently used by many AIR 
members was not certified, the NMVB would have to send import 
car buyers to either Ford, Chrysler, or the Southern California 
AutoCap dispute arbitration programs. No other programs are 
currently established in the state. 

It would be highly anti- competitive to require customers from 
one manufacturer to use the dispute resolution program of 
another. 

There Is also the problem of overloading the " certifiable" 
programs, and what happens if none of these programs wants to 
take on customer problems of another manufacturer? Finally, 
what happens if none of the existing mechanisms meet the state's 
certification standards? 
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2) State certification to the FTC's 703 regulations which are 
currently in transition. 

In February, 1986, the FTC noticed its intent to establish an 
Advisory Committee to review and revise the current 703 
regulations relating to the Lemon Law. This Advisory Committee 
will be formulated during the summer of 1986 and will 
subsequently recommend new 703 regulations to be adopted by the 
FTC. 

With this in mind, AB 3611 will be requiring certification to 
future 703 regulations which are in a state of flux. What are 
the consequences of AB 3611 if you don't agree with these new 
ru I es? 

3) Certification by the New Motor Vehicle Board 

The NMVB was established to arbitrate disputes between auto 
manufacturers and dealers. Any certification by the state of 
the New Car Lemon Law should be done by the Department of 
Consumer Affairs which traditionally handles issues relating to 
consumer protection and which is the Department currently 
undertaking an analysis of the state's Lemon Law. 

4) rebate of new vehicle license and registration 
fees. 

On pages 4 and 5, AB 3611 requires the manufacturers' to 
reimburse -the consumer for license and registration fee if the 
buyer elects to have a replacement vehicle or receive a refund 
for the vehicle. Your May -19 amendment removed the opportunity 
for the manufacturer to recover these fees from the Department 
of Motor Vehicles. 

This gives the DMV an unfair windfall because it will receive 
additional license fees for the replacement vehicle or when the 
consumer buys a new vehicle. It is also an inequitable charge 
to the auto manufacturers which could cost hundreds of dollars 

per case. 

These fees should be returned just as the sales taxes are 
refunded. At a minimum, .the DMV should provide a credit to the 
consumer if the Department is unwi I I ing to provide for a refund. 
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5) Clarification amendments needed relating to buyer's option 
provisions 

As drafted on pages 4 and 5, AlA is opposed to the provisions 
which allow a consumer full discretion over whether he receives 
a replacement vehicle or refund if the manufacturer cannot 
repair a particular problem within the terms of the lemon law. 

Not only is the term vague with regards to what it means to 
replace the buyers vehicle " with a new motor vehicle 
substantially identical", no consideration is given to the 
amount directly attributable to " use" by the buyer prior to the 
time of nonconformity. As written, this section also precludes 
other options for settlement which may be mutually satisfactory 
to both the buyer and the manufacturer. 

I have attached a recommended amendment to this section which 
still allows the buyer the option of a refund under any 
circumstance, but- would allowamanufacturer to consider prior 
use of a vehicle when determining what constitutes a replacement 
vehicle. 

Thank you for your consideration of these concerns. 

Sincerely, 

Sarah C. Michael 

cc: Members, Assembly Ways and Means Committee 
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A E A. E. Davis and Company 
925 L Street, Suite 390 • Sacramento, CA 95814 • (916) 441-4140 

'S I 

August 18, 1986 

Sally Tanner 
Member of the1½ssemb1y 
State Capitol - Roan 4146 
Sacramento, CA 95814 

Dear Sally: 

Chrysler Corporation now supports your AB 3611 as you agreed to amend it last 
Thursday. 

We appreciate your graciousness in accepting the amendments that Chrysler had 
sought. I am pleased that Alan Huss was out here last week to be able to 
articulate Chrysler ' s concerns that existed at that time. 

Chrysler will be among the first to seek certification under 23 3611 and will 
continue to make its dispute resolution system the most effective in the country. 

Kindest regards, 

A. E. Davis 

cc: Members, Senate Appropriation Committee 

çDQ fr1i 
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Publisher of Consumer Reports 

August 11, 1986 

Senator Alfred Aiquist 
State Capitol 
Sacramento, CA 95814 

Re: Support for A.B. 3611 (Tanner)  

Dear Senator Aiquist: 

AUG 2 t985 

Consumers Union, nonprofit publishers of Consumer Reports  
magazine, urges you to support A.B. 3611 (Tanner) when it is heard 
on the Senate floor. This bill would strengthen the existing 
"lemon law" to provide additional protections to new car buyers. 

While present law provides that manufacturers unable to 
repair defects must either replace the vehicle or reimburse the 
buyer, A.B. 3611 explicitly allows buyers to choose which remedy 
they prefer. The bill also provides for arbitration through the 
New Motor Vehicles Board, so that disputes between buyers and 
manufacturers can be efficiently resolved, and the buyer's 
interest protected. 

The preceding changes would put buyers on more equal footing 
with manufacturers in the bargaining process and help ensure that 
buyers get what they pay for-- a new and well-functioning 
automobile. We urge you to support this important strengthening 
of our " lemon" law. 

Sincerely, 

•Z 
/Judith Bell, Policy Analyst 
" West Coast Regional Office 

Consumers Union of U.S., Inc. 

cc: 
Vaun Wi mott, Office of Senate Third Reading Analyses 

1535 Mission Street, San Francisco, CA 94103 • (415) 431-6747 

c 
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Irm 

President 
Mary Solow 
827 Tigertail Road 
Los Angeles, Calif. 90049 
472-5884 

Secretary 
Dora "Mitzi" Rodriguez 

Treasurer 
Kathleen Kinnick 

Vice Presidents 
Albin J. Gruhn 
Regene Mitchell 
Gerald Rubin 

Policy Board 
Gregorio Aguilar 
Jacob Andresen 
Joe Belardi 
Judith Bell 
Jan Borunda 
Majorie Caldwell 
William Demers 
Treesa Drury 
Susan Giesberg 
Shirley Goldinger 
C. Annelle Grajeda 
Ruth Harmer 
Mattie Jackson 
Ruth Jernigan 
Roy Kiesling 
Max Mont 
Jim Patton 
James Quillin 
Anthony Ramos 
Belva Roberts 
Harry Snyder 
George C. Soares 
Richard Spohn 
Evelyn Stein 
Geri Stone 
Dan Swinton 
Jeane Thorn 
Jerry Vercruse 
Jackie Walsh 
Susan Woods 

ConsumerFederation of California 
P.O. Box 27066, Los Feiz Station, Los Angeles, California 90027 

August 11, 1986 

Senator Alfred Aiquist 
State Capitol 
Sacramento, CA 95814 

Re: Support for A.B. 3611 (Tanner)  

Dear Senator Aiquist: 

LEGISLATIVE ADVOCATE 
Harry Snyder 
1535 Mission Street 
San Francisco, Calif. 94103 
(415) 431-6747 

The Consumer Federation of California, 
representing 150 organizations and thousands of 
California consumers, urges you to support A.B. 3611 
(Tanner) when it is heard by the full Senate. This 
bill would make important changes to California's 
"lemon law." 

There are many problems with current dispute 
mechanisms for new car owners stuck with a vehicle with 
major defects. Under A.B. 3611 (Tanner) these " lemon" 
owners would be able to submit their complaint to the 
New Motor Vehicles Board for arbitration. In addition, 
the bill would allow the owner to choose whether they 
preferred to have their costs reimbursed or the " lemon" 
vehicle replaced. 

These are important changes to a valuable consumer 
protection statute. We urge you to support this 
measure. 

cc: 

Sincerely, 

•Z 4 • -•;, 1 '&— 

Harry Snyder, Legislative Advocate 
Consumer Federation of California 

Mary Solow 
Vaun Wilmott, Office of Senate Third Reading 

Analyses 
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MOTOR VEHICLE MANUFACTURERS ASSOCIATION 
of the United States, Inc. 

300 NEW CENTER BUILDING • DETROIT, MICHIGAN 48202 • AREA 313-872-4311 

1107 9th ST., SUITE 1030• SACRAMENTO, CALIFORNIA 95814• AREA 916-444-3767 

ROGER B. SMITH, Chairman 
THOMAS H. HANNA, President and Chief Executive Officer 

The Honorable Sally Tanner 

California Assembly 
State Capitol, Room 4146 

Sacramento CA 95814 

Dear Assemblywoman Tanner: 

March 27, 1986 

The Motor Vehicle Manufacturers Association of the United States, 

Inc. (MVMA)* appreciates this opportunity to express its views about 

Assembly Bill 3611. 

As you know, the members of MVMA have in recent years put forth a 

tremendous effort to resolve consumer complaints. A key element to the 

resolution of consumer problems has been the operation of informal dispute 
settlement mechanisms which have gone a long way toward resolving com-

plaints in an expeditious manner. The establishment of an additional 
mechanism, in the form of a state-run arbitration program, would serve 

to impose additional costs and administrative burdens on the dispute 

resolution costs while being of dubious benefit to consumers who presently  

have access to manufacturers' informal -dispute resolution systems. 

Moreover, other states' efforts to conduct dispute resolution pro-
grams have been unsuccessful and in some instances have resii1d In - s. 

..,..,gater confusion and inconvenience to consumers. A Connecticut news-
paper article describing sc5e r1that ti's problems with its arbitration 
system is attached. 

Currently manufacturers make every effort to satisfy California 

customers and accommodate their particular interests if and when there is 
a need to replace a vehicle or reimburse a consumer. MVMA believes that 

*MVMA is the trade association of U.S. automobile, truck and bus 
manufacturers. Its member companies, which produce more than 98 percent 

of all domestic motor vehicles are: AN General Corporation; American 
Motors Corporation; Chrysler Corporation; Ford Motor Company; General 
Motors Corporation; Honda of America Mfg., Inc.; M.A.N. Truck & Bus 
Corporation; Navistar International Corporation; PACCAR Inc.; Volkswagen 

of America, Inc., and Volvo North America Corporation. 

TLX NO. 1009770 AUTOMAKERS DET 
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The Honorable Sally Tanner - 2 - March 27, 1986 

an arbitration system run by the state will only create an additional 
layer of bureaucracy between consumers and their satisfaction. The 

purpose of an informal dispute program is to help consumers expedite 

their motor vehicle problems. These proposed amendments could lead to 
greater frustration and delay to the consumer. 

Sinerely, 

'25;r 
James W. Austin 

Public Affairs Manager 

Pacific Coast Region 

JWA/eb 

cc: Members, Assembly Consumer Protection Committee 

Jay DeFuria, Consultant 
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A E A. E. Davis and Company 
925 L Street, Suite 390 • Sacramento, CA 95814 • (916) 441-4140 

'S. I 

May 21, 1986 

The Honorable Sally Tanner 
California State Assembly 
State Capitol 
Sacramento, CA 95814 

MAY 2 2 1986 

Dear Sally: AB 3611 OPPOSITION  

When you amended your AB 3611 in Assembly Consumer Protection Committee 
on April 3 both Tom Metevier of Chrysler and I thought our concerns were 
pretty well satisfied. 

Upon close inspection of the April 15 amended version we find that is not 
the case. Therefore, we are still opposed to AB 3611 in its present form. 
The May 19 version which just came into my hands doesn't make significant 
enough changes to modify our position. 

Our concerns go to these areas: 

--The fee for Dealer Board certification of the third-party dispute 
resolutuion processes has no guidelines nor cap. It appears to 
have no requirement that the fee be reasonably related to the 
staff time and money spent to certify each process. 

--The voluntary nature of arbitrations is destroyed by the require-
ment that a manufacturer must have a process in place or have 
one assigned to him if he doesn't. Under present law none is re-
quired. 

--If Chrysler operates the only certified third-party process 
and no other manufacturer's process obtains certification then 
the board shall designate the Chrysler process as the arbitration 
process that General Motors, Ford and all other manufacturers 
must use. This simply can not be meant. 

As soon as I receive suggestions and language from Chrysler, Sally, on pos-
sible changes in this bill, I'll be in touch. 

Cordially, 

A. E. Davis 

00 
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Regional Governmental Affairs Office 

Ford Motor Company 

Honorable Sally Tanner 
Member of the Assembly 
State Capitol 
Sacramento, California 95814 

Dear Assemblywoman Tanner: 

4?o 

Suite 260-925 L Street 

Sacramento, California 95814 

Telephone: 916/442-0111 

March 19, 1986 

Re: Assembly Bill 3611 
OPPOSE 

Ford Motor Company opposes passage of your Assembly Bill 
3611, relating to new motor vehicle warranties. We wish to 
specifically comment on two provisions of your proposal: 

state-run arbitration boards 

the option given to owners for either the state-
run program or the manufacturer's program 

Performance of State Boards 

The presence of state-run arbitration boards, in addition 
to the manufacturer's arbitration board creates confusion for 
the consumer; unnecessary delays in resolving concerns; addi-
tional workload for field offices; and adds financial burden 
to both the manufacturer as well as the consumer. Experience 
to date has shown that state-run programs are unable to handle 
the volume of cases received on a timely basis. A good example 
is the Texas board which is currently running a backlog of over 
200 cases. State filing fees required could impose significant 
financial considerations. We do not see the necessity to estab-
lish or expand a state agency to handle what we are already 
doing at no cost to the taxpayers. 

Jk7fc 
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Page Two of Two ' 

Honorable Sally Tanner 
March 19, 1986 

Assembly Bill 3611 

Option for Both Programs  

We think giving owners the option for both programs leads 
to confusion of the public in general, as well as increasing a 
customer's expectation with the arbitration process. Which 
program's decision is the final one? Who's program has more 
clout, authority, etc.? What are the requirements of each? 
How does one apply for either? Who's procedures are simpler? 
In an already complicated process, two programs add to the con-
fusion and may be increasing owner expectations as well. 

Thank you for the opportunity to comment on this proposal. 

Sincerely, 

RICHARD L. DUGAL 
Regional Manager 
Governmental Affairs 

RLD: cme 

cc: Assembly Consumer Protection Committee 
Governor's Office 
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PROPOSED AMENDMENTS TO AB 3611 ( AMENDED MAY 19, 1986) 

On page 4, on li ne 18, after the word " shall" strike out the 
coma and the following: at the option of the 

On page 4, on line 19, strike out the word buyer, 

On page 4, line 22, remove the period after ( B) and insert a 
semicolon, and the following: 

provided, however, that the buyer shall be free to 
elect restitution in lieu of replacement and In no event shall 
the customer be compelled to -accept a replacement vehicle that 
the customer finds unsatisfactory. 

On page 4, li ne 23, strike out "When the buyer exercises the 
optlon,"and insert In the case 

On page 4, line 26, strike out"The manufacturer shall bear the" 

On page 4, strike out line 27 

On page 4, line 28, strike out"over the price of the vehicle 
replaced." 

On page 4, Strike out line 39 and insert In the case of 

On page 5, line 12, insert the following: 

The replacement made or the amount to be paid by the 
manufacturer to the buyer under this this paragraph shall be 
reduced by that amount directly attributable to use by the prior 

to the discovery of the nonconformity. 

On page 5, li ne 18, after the word or insert the following: 

the vehicle's first 
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STATE OF CALIFORNIA 

STATE BOARD OF EQUALIZATION 
1020 N STREET, SACRAMENTO, CALIFORNIA 

(P.O. BOX 1799, SACRAMENTO, CALIFORNIA 95808) 

(916) 445-3956 

May 20, 1986 

Honorable Sally Tanner 

Assembiwoman, 60th District 
State Capitol, Room 4146 

Sacramento, CA 95814 

Dear Assemblywoman Tanner: 

WILLIAM M. BENNETT 
First District, Kentfield 

CONWAY H. COLLIS 
Second District, Los Angeles 

ERNEST J. DRONENBURG, JR. 
Third District, San Diego 

RICHARD NEVINS 
Fourth District, Pasadena 

KENNETH CORY 
Controller, Sacramento 

DOUGLAS D. BELL 
Executive Secretary 

Your Assembly Bill 3611, which would, in part, provide 

for a refund of the sales and use tax to consumers who purchased 
a defective automobile, was recently reviewed by the State Board 
of Equalization. The Board voted to support this bill, if 
amended. 

The Board certainly supports the intent of AB 3611, and 
has provided amendments to your staff which would address the 
Board's concerns as reflected in our analysis of the February 20, 
1986 version of the bill. We appreciate your consideration of 
these amendments and would like to offer our continued 
assistance. 

DDB: so 

Sincerely, 

. & v 

Douglas D. Bell 
Executive Secretary 

cc: Honorable John Vasconcellos, Chairman 
Assembly Ways and Means Committee 

Assembly Ways and Means Committee Members 

c &.V,,00,4tet 
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ROGER DICKINSON 
ATTORNEY AT LAW 

801 12TH STREET, SUITE 500 

SACRAMENTO, CALIFORNIA 95814 

(916) 443-2745 

April 3, 1986 

The Honorable Sally Tanner 

California State Assembly 
State Capitol 
Sacramento, CA 95814 

Re: AB3611 

Dear Assemblywoman Tanner: 

Allow me to take this opportunity to inform you of my support for 
AB3611 which would amend the " lemon law" by establishing state 

certification of private arbitration programs and a state-run 

arbitration program along with other changes. 

As a lawyer who regularly represents consumers who have been the 
unfortunate recipients of defective and unrepaired motor vehicles, I 

have had the opportunity to observe the patterns and practices of 
existing automobile arbitration programs closely. No program of 
which I am aware comports with the F.T.C. rules for dispute 
resolution mechanisms. Some of the major departures from the rules 
include no opportunity for consumers to see information submitted by 
the dealer or manufacturer, failure to comply with time 
requirements, and failure to consider and award all appropriate and 
available remedies. Additional problems arise as a result of the 
practices of programs to attempt to " mediate" rather than process 
consumer complaints for arbitration, to fail to decide cases unless 
the consumer allows pre-disposition repairs after a complaint is 

filed, and to fail to train and instruct arbitrators adequately. 

If the arbitration programs, which, after all, stand as a 
prerequisite to pursuit of legal action, are to fulfill their 
desired role, they must operate in a manner that assures fairness 
and impartiality. To date, the automobile manufacturers have proven 
unable on their own to deliver such programs. AB36 11 is a necessary 
step to provide a meaningful opportunity for relief to deserving car 
buyers. 

Sincerely, 

ROGFi1 DICKINSON 
Attorney at Law 
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AN 

'resident 
Mary Solow 
827 Tigertail Road 
Los Angeles, Calif. 90049 
(213) 472.5884 

ecre1ai7 
Geri Stone 

r..rer 
Kathleen KAnnick 

Vim Presidents 
Albin J. Gruhn 
Regene Mitchell 
Gerald Rubin 

Policy Board 
Gregorto Aguilar 
Jacob Andresen 
Joe Belardl 
Judith Bell 
Jan Borunda 
Marjorie Caldwell 
William C. Demers 
Treesa Drury 
Susan Glesberg 
Shirley Goldinger 
C. Annelle Crajeda 
Ruth I1usner 
Mattle Jackson 
Ruth Jernigan 
Roy Klesllng 
Ruby Monroe 
Max Mont 
James Quillin 
Anthony Ramos 
Belva Roberts 
Dora Rodriguez 
Hugh Sheehan 
Harry Snyder 
George C. Soares 
Richard Spohn 
Evelyn Stein 
Dan Swinton 
Jeane Thom 
Jerry Vercruse 
Jackie Walsh 
Susan Woods 
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Consumer Federation of California 
P.O. Box 27066. Los Felt sUJ*jlI. Lsreks. Calilornla 90027 

Assembly Member Vasconcellos 
State Capitol 
Sacramento, CA 95814 

Re: Support for A.B. 3611 (Tanner)  

Dear Assembly Member Vasconcellos: 

LEGISLATIVE ADVOCATE 
Harry Snyder 
1535 Mission Street 
San Francisco, Calif. 94103 
(415)4314747 

The Consumer Federation of California, 
representing 150 organizations and thousands of 
California consumers, urges you to support A.B. 3611 
(Tanner) when it is heard by the Assembly Ways and 
Means Committee on May 28th. This bill would make 
important changes to California's " lemon law." 

There are many problems with current dispute 
mechanisms for new car owners stuck with a vehicle with 
major defects. Under A.B. 361.1 ( Tanner) these " lemon" 
owners would be able to submit their complaint to the 
New Motor Vehicles Board for arbitration. In addition, 
the bill would allow the owner to choose whether they 
preferred to have their costs reimbursed or the "lemon" 
vehicle replaced. 

These are important changes to a valuable consumer 
protection statute. We urge you to support this 
measure. 

Sincerely, 

Har 
Consume 

Legislativi Advocate 
eration of alifornia 

cc: Assemblywoman Sally Tanner 
Consultant, Assembly Ways and Means Committee 
Mary Solow 
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AN 

President 
Mary Solow 
827 Tigertail Road 
Los Angeles, Calif. 90049 
(213) 472-5884 

Secretary 
Geri Stone 

Treasurer 
Kathleen Kinnick 

Vice Presidents 
Albin J. Gruhn 
Regene Mitchell 
Gerald Rubin 

Policy Board 
Gregorio Aguilar 
Jacob Andresen 
Joe Belardi 
Judith Bell 
Jan Borunda 
Marjorie Caldwell 
William C. Demers 
Treesa Drury 
Susan Giesberg 
Shirley Goldinger 
C. Annelle Grajeda 
Ruth Harmer 
Mattie Jackson 
Ruth Jernigan 
Roy Kiesling 
Ruby Monroe 
Max Mont 
James Quillin 
Anthony Ramos 
Belva Roberts 
Dora Rodriguez 
Hugh Sheehan 
Harry Snyder 
George C. Soares 
Richard Spohn 
Evelyn Stein 
Dan Swinton 
Jeane Thom 
Jerry Vercruse 
Jackie Walsh 
Susan Woods 

Consumer Federation of California 
P.O. Box 27066, Los Feliz Station, Los Angeles, California 90027 

March 28, 1986 

Assemblywoman Sally Tanner 
State Capitol 
Sacramento, CA 95814 

Re: Support for A.B. 3611 (Tanner)  

Dear Assemblywoman Tanner, 

LEGISLATIVE ADVOCATE 
Harry Snyder 
1535 Mission Street 
San Francisco, Calif. 94103 
(415) 431-6747 

The Consumer Federation of California representing 
150 organizations and millions of Californians urges you 

ort A.B. 3ll (Tanner) when it is heard by the 
Assembly Consumer Protection Committee on April 3, 1986. 
This bill will strengthen our current " lemon law," and 
provide additional protections to new car buyers. 

Presently, when manufacturers are unable 
a defective car, they must either replace the 
give the buyer a refund. However, buyers are 
the right to choose which remedy they prefer. 
explicitly allows the buyer to choose whether 
replacement car, or a refund. 

to repair 
car, or 
not given 
A.B. 3611 

he wants a 

The bill also ensures that the manufacturer, not 
the buyer, bears the loss of any increase in cost of a 
replacement vehicle. It also explicitly provides that 
the manufacturer pays the sales tax, license fees, and 
registration fees for the replacement. 

This bill protects new car buyers' rights to full 
and fair compensation for defective cars. We urge your 
support of this important measure. 

Harry M. Snyder, Legislative Advocate 
Consumer Federation of California 

cc: Assemblywoman Sally Tanner 
Consultant, Assembly Consumer Protection Committee 
Committee Members 
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Publisher of Consumer Reports 

Ay 2 

May 23, 1986 

Assembly Member Vasconcellos 
State Capitol 
Sacramento, CA 95814 

Re: Support for A.B. 3611 (Tanner)  

Dear Assembly Member Vasconcellos: 

Consumers Union, nonprofit publishers of Consumer Reports  
magazine, urges you to support A.B. 3611 (Tanner) when it is heard 
by the Assembly Ways and Means Committee on May 28th. This bill 
would strengthen the existing " lemon" law to provide additional 
protections to new car buyers. 

While present law provides that manufacturers unable to 
repair defects must either replace the vehicle or reimburse the 
buyer, A.B. 3611 explicitly allows buyers to choose which remedy 
they prefer. The bill also provides for arbitration through the 
New Motor Vehicles Board, so that disputes between buyers and 
manufacturers can be efficiently resolved, and the buyer's 
interest protected. 

The preceding changes would put buyers on more equal footing 
with manufacturers in the bargaining process and help ensure that 
buyers get what they pay for-- a new and well-functioning 
automobile. We urge you to support this important strengthening 
of our " lemon" law. 

Judith Bell, Policy Abalyst 
West Coast Regional Office 
Consumers Union of U.S., Inc. 

cc: Assemblywoman Sally Tanner 
Consultant, Assembly Ways and Means Committee 

1535 Mission Street, San Francisco, CA 94103 • (415) 431-6747 

5•w/40hx-f-
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Publisher of Consumer Reports 

March 28, 1986 

Assemblywoman Sally Tanner 
State Capitol 
Sacramento, CA 95814 

Re: Support for A.B. 3611 (Tanner)  

Dear Assemblywoman Tanner, 

Consumers Union, nonprofit publishers of Consumer Reports  
magazine, urges you to sup ,port A.B. 3611 when it is heard by the 
Assembly Consumer Protection Committee on April 3, 1986. This 
bill would strengthen the existing "lemon" law, to provide 
additional protections to new car buyers. 

While present law provides that manufacturers unable to 
repair defects must either replace the vehicle or reimburse the 
buyer, A.B. 3611 explicitly allows buyers to choose which remedy 
they prefer. The bill also provides for arbitration through the 
New Motor Vehicle Board, so that disputes between buyers and 
manufacturers can be efficiently resolved, and the buyer's 
interest protected. 

These measures would put buyers on more equal footing with 
manufacturers in the bargaining process, and help ensure that 
buyers get what they pay for. We urge your support of this 
important strengthening of our " lemon law." 

Sincerely 

Sal 
Judith Bi1 
Policy Analyst 
West Coast Regional Office 
Consumers Union of U.S., Inc. 

cc: Assemblywoman Sally Tanner 
Consultant, Assembly Consumer Protection Committee 
Committee Members 

1535 Mission Street, San Francisco, Ca. 94103 
(415) 431-6747 
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(CaIPIRJ CAUFORNIA PUBUC INTEREST RESEARCH GROUP 

June 12, 1986 

Honorable Bill Lockyer 
State Senate 
State Capitol 
Sacramento, CA 95814 

Dear Senator Lockyer: 

I am writing to ask for your assistance in sending AB 3611 ( Tanner) - a bill 
to give California's new car Lemon Law a tune-up - to the Judiciary 
Committee. The bill was put over in Rules Committee this week and will come 

up on June 18. 

The original Lemon Law - also authored by Assemblywoman Tanner - went to the 

Judiciary Committee so we feel it is appropriate that the "Lemon Law II" 
also be considered by the committee. The original bill amended the Song-
Beverly Warranty Act. I understand that warranty issues are now often 
referred to the Insurance, Claims and Corporations Committee. The follow-up 
bill, however, deals primarily with the functioning of the arbitration 
process that the consumer must go through to resolve the problem. The 
Judiciary Committee members have the appropriate expertise to deal with the 

issues the bill addresses. 

I have enclosed a fact sheet outlining the bill's provisions. Please feel 
free to contact me if you have any questions or need more information. 

hope that we can count on your assistance. 

Sincerely, 

Deborah Bruns 
Legislative Advocate 

Bay Area Regional Office 
46 Shattuck Square, #11 
Berkeley, CA 94704 
(415) 642-9952 

Los Angeles Regional Office 
1660 Corinth Avenue 
West Los Angeles, CA 90025 
(213) 473-8491 

San Diego Regional Office 
2187 Ulric Street, Suite B 
San Diego, CA 92111 
(619) 279-5552 

kfIdIihL41 

Legislative Office 
909 'Twelfth Street, Suite 205 
Sacramento, CA 94814 
(916) 448-4516 1003



(calPIRG) CALIFORNIA PUBLIC INTEREST RESEARCH GROUP 

N. 

FACT SHEET ON AB 3611 (LEMON LAW II) 

In 1982, legislation authored by Assemblywoman Tanne amended the Song-
Beverly Warranty Act to establish remedies for the consumer whose newly 
purchased vehicle is substantially impaired. This amendment is known as the 
"Lemon Law". The Lemon Law requires consumers and manufacturers to use 
arbitration through a "qualified" third party dispute resolution program 
before resorting to costly, protracted litigation in resolving their 

disputes. 

Ca1PIRC's research, however, indicates that the Lemon Law has not entirely 
solved consumers' problems with defective new cars. The many cases we have 
followed indicate a consistent pattern of problems with the arbitration 
process. Unfortunately, for many consumers, arbitration becomes another 

hurdle to cross rather than a final resolution of the problem. AB 3611 is 
designed to address the following problems: 

Arbitration panels do not abide by Lemon Law provisions. Many decisions take 
much longer than the 40 day limit and the programs often do not use the criteria 
set in the law as a basis for awarding refund or replacement nor do they comply 
with FTC guidelines for such programs. Some do not even train their arbitrators 
in the Lemon Law. Many panels also rely on mechanics supplied by the 

manufacturer--an obvious conflict of interest. 

AB 3611 requires that the arbitration programs be certified and de-certified by 
the New Motor Vehicle Board to ensure compliance with state law and FTC 
guidelines. The arbitration panels must render decisions which are based in 
substantial part on Lemon Law criteria. The bill originally also set up a 
state- run arbitration program to offer consumers an alternative arbitration 
process. However, in order to address concerns raised by dealers and 
manufacturers, that provision was amended out of the bill in policy committee. 
The bill also ensures that independent technical automotive experts can be made 

available. 

Consumers' costs are not reimbursed. Some arbitration boards insist that the 
consumer take a replacement car even though the consumer would prefer a refund, 
or vice versa. Furthermore, consumers often must pay such costs as sales tax, 

license and registration fees, rental car charges and towing fees. 

AB 3611 gives the buyer the option to choose either a refund or a replacement 
and specifies that the manufacturer is responsible for sales tax and license and 

registration fees as well as incidental damages such as rental car charges and 
towing fees. The manufacturer who refunds the sales tax may seek a refund from 

the Board of Equalization. 

Bay Msa Regional Office 
46 Shattuck Square, 011 

Berkeley, CA 94704 
4151642-9952 

Los Angoiu Regional Office 
1660 Corinth Avenue 
West Los Angeles CA 90025 
(213) 473-8491 

San Diego Regional Office 
2187 Ulric Street Suite B 
San Diego, CA 92111 
(619) 279-5552 

Legislative Office 
909 Twelfth Street, Suite 205 
Sacramento, CA 94814 
(916(448-4516 1004



CONWAY H. COLLIS 
MEMBER, STATE BOARD OF EQUALIZATION 

March 10, 1986 

Assemblywoman Sally Tanner 
Room 4146, State Capitol 
Sacramento, CA 95814 

Dear Ms. Tanner, 

I have reviewed Assembly Bi11$316'i, and strongly support it. 

I am particularly interested in testifying on the sales tax 
refund aspect of your bill, if that would be helpful to you. 

Sincerely, 

Conway JtCollis 
Vice,k'airman 
Sta,i'Board of Equalization 

CHC:rmc 

cc: State Senator Gary Hart 
Mr. Joe Caves 
John Meade 

• / 24  
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o LOS ANGELES Od-
901 WILSHIRE BOULEVARD, SUITE 21 

SANTA MONICA. 

12131 451-5777 

90401 

O SACRAMENTO 
1020 N STREET, SUITE 107 

P.O. BOX 1799 

SACRAMENTO, CA 95808 

19161 445-4154 

o SAN FRANCISCO 
350 MC ALLISTER STREET, SUITE 2056 

SAN FRANCISCO, CA 94102 

14151 557-1699 
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STATE OF CALIFORNIA- BUSINESS, TRANSPORTATI(/ID HOUSING AGENCY 

NEW MOTOR VEHICLE BOARD 
1507 - 21st Street, Suite 330 
Sacramento, CA 95814 
(916) 445-1888 

March 26, 1986 

The Honorable Sally Tanner 
Assemblywoman, Sixtieth District 
State Capitol 
Sacramento, CA 95814 

Re: AB 3611 

Dear Assemblywoman Tanner: 

On behalf of the New Motor Vehicle Board, I would like to 
express the Board's support of AB 3611. In particular, the 
Board supports sections 4, 5, and 6 of the bill, which contain 
provisions which relate to the establishment of a process 
whereby the Board will arbitrate new motor vehicle warranty 
disputes. 

If I can be of any assistance in this regard, please do not 
hesitate to contact me. 

Si nceml 

CGI 
SAM—W. JEN 
Chief Admi 
Executive 

SWJ : ht 

cc: Assembly Consumer Protection Committee 

N4MVB I (NEW 11/83) 1006



STAN NAPARST 
ATTORNEY AT LAW 

901-A Santa Fe Avenue 

Albany, California 94706 

(415) 525-2086 

March 12, 1986 

Assemblyman Tom Bates 
State Capitol 
Sacramento, CA 95814 

Dear Tom: 

SUBJECT: AB 3611 (Tanner) 

I am writing you to urge you to support AB 3611 which will be heard in the 

Assembly Consumer Protection Committee, on April 3, 1986 at 1:30 p.m. 

This bill strengthens the existing car lemon law by providing, among other 

things, that: 

1. The State will set up an arbitration program in addition to the 

presently existing ones that some car manufacturers have set up. Existing law 

allows the manufacturers to set up an arbitration program, but these programs 

often are worthless. If the new motor vehicle is found to be a lemon the buyer 

will have the option of replacement or refund. Now the manufacturers screw 

around and people have to go to court and wait for years before they get any 

satisfaction. Most people cannot afford to pay lawyers and court costs to 

litigate their just claims. The manufacturers know this and they stretch things 

out to get rid of the claims. 

2. Motorcycles and motor homes, used for personal use, that have to be 

brought in for repair for 4 or more times or are out of service for 30 days or 

more are presumed to be lemons. This provision is necessary because existing law 

exempts these vehicles. They are used for personal transportation and there is 

no reason for the exclusion. 

I think that you might propose an amendment that would make it explicit that 

(911-4310 3 

I 
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Letter to Assemblyman .tes 

 - 

Page 2 of 2 

lessees of vehicles have a right to refund or replacement. Existing law provides 

that leased cars are covered by Song-Beverly. Notwithstanding this, in one of my 

cases GM refused to arbitrate. They said that they are not required to arbitrate 

and therefore they refused to do so. Therefore, my client had tosue them. . he 

has to continue to make monthly payments even though she -has to store the car 

because it is not safe to drive. 

Sincerely yours, 

STANLEY NAPARST 

c.c. Assemblywoman Tanner 
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ELECTROIIlt REPRESENTATIVES ASSIATION 

at! mail to 
PC)BOX 321 SFRAN 

94101 

NORTHERN CALIFORNIA CHAPTER 

March 10, 1986 

Hon.Sa11 Tanner 
State Capitol 
Sacramento Ca. 958114 

IviAR I 2 981 

Dear.Assemb1ywoman Tanner: 

Thank you for the copy of AB 3611. 

Ihave written the following copy into our newsletter 
this month: 

The Chinese Calendar does not have a 
"Year of the Lemon". In Sacramento, 
the year of the lemon is 1986. Assembly-
woman Tanner has brought a new Lemon Law 
revision to the Legislature. 

We should support her. She is setting up 
better ways to handle new car problems for 
use 

Our Chapter consists of 275 small businesses in the 
sales & marketing business. We are on the road 95% 
of thetime. We have trouble enough with our technical 
products helping engineers manufacture tomorrowsnew 
computers in Silicon Valley. We don't need defective 
automobiles to impede us, or cause needless expenses. 

What you are mandating the auto firms to do, we have 
been doing as a standard practice within our industry. 

Thank you for AB 3611. 

Very sincerely, 

(bY A-414 t-P 
3,S.Fishman 
Government Affairs Committee c :Ayl rl 1009



(calPIRG) CALIFORNIA PUBLIC INTEREST RESEARCH GROUP 

10 March 1986 

Honorable Sally Tanner 
California State Assembly 
State Capitol 
Sacramento, CA 95814 

Dear Assembly Member Tanner: 

We are very pleased to see you are once again introducing a bill to protect 
consumers of new automobiles. We too have received a number of complaints 

about the operation of the original lemon law, and believe that new 
legislation is essential to solving the serious problems that have arisen. 

As you requested, we have reviewed AB 3611 and have the following comments 

and suggestions. 

A. Allowing for Consumer's Use of Vehicle  

Section 1793.2(d)(1) states that when a manufacturer reimburses a buyer for 

a nonconforming product in an amount equal to the purchase price paid by 
the buyer, the manufacturer is entitled to offset that amount directly 
attributable to use by the buyer prior to the discovery of the 

nonconformity. 

The definition of "use by the buyer prior to discovery of the 
nonconformity," is the subject of much disagreement, and is consequently 
one the greatest problem areas for consumers seeking fair restitution. 

In order to avoid the current problems with the lack of definition, we 
recommend this portion of the law be amended to specifically state a 
formula for calculating the amount of offset for use. A fair formula would 
be: multiply the total contract price of the vehicle by a fraction having 
as its denominator 100,000 miles and its numerator the number of miles the 

vehicle traveled prior to the time buyer first notified the manufacturer's 
agent of the problem which gave rise to the nonconformity. 

B. Refund of Consumer's Costs  

Section 1793.2(d)(2)(A) and Section 1793.2(d)(2)(B) both address several 
very important problems by giving the buyer the option to elect either 
refund or replacement, and by specifying the manufacturer's responsibility 
to pay for sales tax, license fees, registration fees and other official 

fees. 

However, there are two other out-of-pocket expenses, towing fees and rental 
car charges, which the consumer often bears as a result of the inoperative 
vehicle. These incidental damages are not being clearly defined in this 
section causes disputes over the manufacturer's responsibility to pay for 
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them. We recommend that the bill explicitly provide for the consumer to be 
compensated for towing and rental car charges as well as incidental 
damages. 

C. Manufacturer Notification  

Section 1793.2(e)(1) allows a car manufacturer, in some situations, to 
require direct notice to the manufacturer in the event of a defect or 
malfunction that cannot be repaired. 

The current provisions do not define when the buyer must give direct notice 
to the manufacturer. This has caused buyers to be denied refund or 
replacement awards because some arbitration boards have claimed the 
manufacturer did not receive adequate notice of its agent's repeated 
failure to effect repairs. The buyer is then required to submit to 

additional repairs to allow the manufacturer the opportunity to repair the 
vehicle. 

This lack of clarification often causes the buyer to go through yet one 
other repair in a long list of attempts. At what point direct notice to 
the manufacturer should occur needs to be defined in order to ensure that 
the manufacturer has adequate notice and that the buyer has to go through 
no more than four repair attempts or have his/her vehicle out of service 
for longer than 30 days. 

We recommend this section be amended to: " ... the buyer directly notify the 
manufacturer of the need for the repair of the nonconformity after 3 repair 
attempts or 15 calendar days out of service." 

D. Definition of New Motor Vehicle  

Section 1793.2(e)(4)(B) clarifies the definition of a new motor vehicle. 
Specifically including dealer owned and demonstrator vehicles solves an 
important problem with the current lemon law. 

E. Arbitration Criteria  

Vehicle Code Sections 3050(e) and 3050(f) discuss the certification process 
of third party dispute programs and arbitration by the New Motor Vehicle 
Board. 

We would like to commend your innovative use of an existing agency to set 
up a state run arbitration program as well as a procedure for ensuring 
other third party dispute programs comply with the law. 

However, since the arbitration boards have been, by far, the most serious 
problem with the original lemon law, we would like to see further 
protections written into the statute. In addition to the qualifications 
for third party dispute programs as set forth in the FTC 703 regulations, 
we believe it is imperative that any arbitrator expected to make decisions 
about new car warranty disputes, be adequately trained in and take into 
account the lemon law amendment to the Song Beverly Warranty Act. 

One of the most common complaints about the arbitration decisions is that 

2 
1011



arbitrators do not use "four or more repair attempts or repair service 
longer than 30 days for the same major defect" as a criteria for awarding 
refund or buy back to the consumer. In fact, according to the Attorney 
General's Consumer Division, the Better Business Bureau has a policy which 
purposely does not include lemon law as a part of its training of 
arbitrators. 

A policy such as this, or simply lack of lemon law information to the 
arbitrators defeats one of the purposes of the lemon law, which is to 
clarify what is meant by a "reasonable number of attempts" to repair a new 
motor vehicle. Arbitration becomes another hurdle to cross, rather than a 
final resolution of the problem. For these reasons, we recommend an 
amendment making training in and use of the lemon law by the arbitration 
programs explicit. 

Further, in response to the "fairness" complaint by consumers, we recommend 
that each and every third party dispute program be required to utilize an 
independent technical automotive expert to review complaints and be 
available for consultation and examination of the vehicles in question. 

F. Record Keeping  

With respect to record keeping by the New Motor Vehicle Board in its role 
certifying third party dispute resolution programs, we recommend that the 

records include: 

1. An index of disputes by brand name and model. 
2. At intervals of no more than six months, the Board compile and 
maintain statistics indicating the record of manufacturer compliance 
with arbitration decisions. 
3. The number of refunds or replacements awarded. 

A summary of these statistics should be available as public record. 

G. Funding  

Vehicle Code Section 3050.8(a) establishes a fee to be paid by the buyer 
for filing an arbitration application. While such a fee appears necessary 
in order to adequately fund a state run program, we suggest that a cap of 
$50 be placed on any arbitration fee to the consumer. 

I am currently looking into the various ways that the arbitration can be 

funded ( including cases without merit), and will comment fully on this 
issue at a later date. 

H. Used Lemons  

Finally, AB 3611 has no provisions for what the manufacturers are allowed 
to do with vehicles that they buy back from the consumer because they are 
defective. Without any regulation, a manufacturer may resell the same 

vehicle, with conceivably the same major defects, only this time as a used 
car. An unsuspecting used car buyer may not only be stuck with a lemon, 
but with a vehicle that is unsafe. 
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The law should be amended to include: "No motor vehicle which is returned 
to the manufacturer and which requires replacement or refund shall be 
resold without clear and conspicuous written disclosure that the vehicle 
was returned. In addition, no motor vehicle may be resold until the New 
Motor Vehicle Board determines that the vehicle is no longer defective." 

I would like to close by thanking you for your dedication to this important 
consumer issue. We would be very interested in working with you closely to 
pass a strong Lemon Law II, and would be glad to help draft the language 
necessary to add our recommendations to the bill. 

Sincerely, 

Carmen Gonzalez 
Statewide Consumer Program Director 
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(Ca]PIR9) CAUFORNIA PUBUC INTEREST RESEARCH GROUP 

March 31, 1986 

Assembly Committee on Consumer F'rotection 
The Honorable Robert Frazee, Chairman 

State Capitol 
Sacramento, CA 95814 

Dear Assemblyman Frazee: 

California's new car Lemon Law needs a tune-up, and I am writing to ask you 

to be the mechanic by supporting AB 3611 ( Tanner) and strengthening 
amendments suggested in the attached fact sheet. The bill will be 

considered in the Consumer Protection Committee on Thursday, April 3. 

If you're not already convinced by the numerous stories in the newspapers 
and on television that the Lemon Law needs reform, then read the following 

true story ( the names have been changed): 

Gary and Rebecca Kirchner purchased their new car in March, 1984 for 

$13,000. 

After having various defects repaired ( for instance, the fuel pump was 

replaced four times), the Kirchners found that when driving along the 
freeway at 55 miles per hour, their $ 13,000 new car stalled--lost 
power, just like that--for 6-10 seconds. This happened intermittently, 
sometimes on the freeway, and sometimes when decelerating. They were 
told that it was a faulty computer part. But even after "repairs," the 

problem recurred. 

These weren't the only problems. Various malfunctions required the 

Kirchners to take their new car into the shop, on warranty, to have 
much of the engine replaced (the manifold was replaced twice). 

It was clear to the Kirchners that they had a lemon, and they read that 

the state had a law which, they thought, gave them some rights as lemon 
owners: if four or more repair attempts are made on the same problem on 
a new car, or if the car is out of service for a total of 30 days ( for 
any number of problems), then the owners could get a refund or 

replacement. 

As required by the law, they asked for arbitration. Though the law 
says the arbitration hearings must occur within 40 days, the Kirchners 

had to wait three months. 

Finally, a year after they bought the car, they got an arbitration 
hearing. It seemed like a pretty clear case: the car had been in the 

shop more than 100 days, and it was still stalling on the freeway. 
They expected a refund or replacement. 

-p-O ?. 
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But the arbitrator, who was purposely not trained in the specifics of 
the Lemon Law, allowed the manufacturer to deduct an amount for the 
time the Kirchners owned the car. Even though the law says the 
consumer is to be charged for "use" only until the defects in the car 
first surfaced, the arbitrator used the current blue book value of the 
car--nearly a year after the Kirchners first took the car in for 
repairs. 

Feeling slighted by the law, the Kirchners refused the offer of $ 5000--
less than half the purchase price. ("We paid $8000 to use a defective 
car for a year?" they thought). The manufacturer made a new offer: an 
extended warranty to fix the car "one more time" with a new "miracle 
part" that would stop the stalling. Lacking the time or money to 
go to court, the Kirchners finally gave in and accepted the offer. 

Ninety days after the miracle fix, the car started stalling on the 
freeway again. The Kirchners gave up and traded the car in. 

If this was an isolated incident--just one couple's experience with the 
Lemon Law--it would be a horror story. But this is a common experience. 

That makes it a disaster. 

AB 3611, and the strengthening amendments in the attached fact sheet, would 

address many of the problems consumers are having with the Lemon Law. 
CalPIRG asks for your support when this bill is heard in the Consumer 
Protection Committee on Thursday. 

If you have any questions, feel free to call me in the Los Angeles office, 
or Bob Shireman at the Legislative office. 

Sincerely, 

Carmen Gonzalez 
Consumer Program Director 

cc: Assemblywoman Tanner 
Members of the Consumer Protection Committee. 
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('Ca]PmGJ CAUFORNIA PUBUC INTEREST RESEARCH GROUP 

FACT SHEET:  IMPROVING THE NEW CAR LEMON LAW 

BACKGROUND  

California's warranty law, the Song-Beverly Warranty Act, applies to all 
consumer products that are sold with written warranties. While the written 

warranty is in effect, manufacturers are responsible for making any 
necessary repairs, and are required to refund the purchase price or replace  
the product if it cannot be repaired after a "reasonable number of 

attempts." 

In 1982, legislation authored by Assemblywoman Sally Tanner 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 the 
"Lemon Law" and establishes remedies for the consumer whose newly purchased 

vehicle is substantially impaired. 

The Lemon Law amendment went into effect in January, 1983 and applies to new 

motor vehicles that are primarily for personal or family use. The Lemon Law 

does not apply to used cars. 

The Lemon Law requires consumers and manufacturers to use arbitration 

through a "qualified" third party dispute resolution program before 
resorting to costly, protracted litigation in resolving their disputes. 

However, the Lemon Law is not providing consumers with a fair and speedy 
remedy for their lemon car problems. There are a number of problems with 
the law, some of which are addressed by reform legislation: 

PROBLEM #1: ARBITRATION PANELS DO NOT ABIDE BY LEMON LAW PROVISIONS  

Many decisions take much longer than the 40 day limit written in the Lemon 
Law. Arbitration programs often do not use the criteria set forth in the 

law ( i.e. four or more repair attempts or service longer than 30 days) as a 
basis for awarding refund or replacement. Some arbitration programs do not 
even train their arbitrators in the Lemon Law, which means they are making 
decisions without taking into consideration state law. Finally, many 
programs do not fully comply with the Federal Trade Commission's guidelines 
for third party dispute resolution programs, despite provisions in the Lemon 

Law requiring them to do so. 

AB 3611 (Tanner) requires that arbitration programs be certified by the New 
Motor Vehicle Board as meeting the requirements of the Lemon Law, including 
the FTC arbitration guidelines. The bill provides for the Board to 
establish its own arbitration program. Consumers would have the option of 
using a certified program or the Board's program, but not both. If a 
certified program fails to meet the procedural requirements of the law, a 

consumer could ask the Board to take over the arbitration. 

In addition, the bill should be amended to require arbitrators to use the 
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Lemon Law criteria in making their decisions. In order to evaluate the 
programs' effectiveness, arbitration boards should be required to keep 

detailed records, open to public inspection. 

PROBLEM # 2: 'DEDUCTION FOR USE' PROVISION ABUSED.  

When the manufacturer reimburses the consumer the purchase price of the 
vehicle, the manufacturer is entitled to deduct an amount directly 
attributable to use of the car by the consumer prior to discovery of the 
problem. The calculation of this deduction has been a major source of 

disagreement between manufacturers and new car buyers. Manufacturers often 
seek an unreasonably high deduction by using commercial car rental rates. 
Furthermore, the time at which the deduction for use ends often is decided 

unfavorably against the consumer. 

AB 3611 does not address this problem. 

The bill should be amended to limit the deduction to no more than an amount 
equal to the fraction of the number of miles drived by the consumer before 
the consumer first notified the dealer of the problem, over an assumed car 

life of 100,000 miles. 

PROBLEM # 3: CONSUMERS' COSTS NOT REIMBURSED.  

After ruling for the consumer, some arbitration boards insist that the 
consumer take a replacement car even though they would prefer a refund, or 

vice-versa. Furthermore, consumers often must pay such costs as sales taxes 
and license fees on the lemon car, or must pay rental car charges and towing 
fees because of a defect that was the responsibility of the manufacturer. 

AB 3611 gives the buyer the option of choosing either a replacement or a 
refund. If the buyer opts for a refund, the purchase price plus sales tax 
and unused license and registration fees must be refunded by the 
manufacturer. If the buyer opts for a replacement, the manufacturer must 
pay the sales tax and license and registration fees for the replacement 

vehicle. Provisions are added to tax and vehicle license law to allow the 
manufacturer to recover refunded sales tax and unused license and 

registration fees from the state. 

The bill should be amended to ensure that consumers also are reimbursed for 
towing and rental car charges, as well as any other incidental damages 

necessitated by the defective automobile. 

PROBLEM #4: ARBITRATORS RELY ON MANUFACTURER'S EXPERTS  

Because arbitrators generally do not have expertise in auto mechanics, they 

often rely on mechanics supplied by the manufacturer to provide an 
evaluation of the supposed lemon car. These mechanics obviously have a 

conflict of interest. 

AB 3611 does not address this problem. 

The bill should be amended so that independent technical experts, who do 

not have an interest in any party in the proceeding, are used. 
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Improve that lemon law 

AFFER THREE YEARS of mixed results, 
California's "lemon law," designed to pro-

tect buyers of defective automobiles, is in 
need of a tuneup. The law is by no means a 
total failure, but it has loopholes large 
enough to drive, say, a subcompact, through. 

Assemblywoman Sally 'fanner, D-El Monte, 
who wrote the bill, plans to submit revisions 
tothe Legislature in January. She says such 
changes are needed to ensure that consumers 
who buy "lemons" will get their vehicles 
fixed or replaced, or receive cash value - 

and in a reasonable amount of time. 

The law now entitles the buyer of a new 
car to a replacement or refund if the vehicle 
is less than a year old or has been driven 
fewer than 12,000 miles; if the malfunction is 
covered by warranty and significantly re-
(tuces the auto's value or safety; and if four or 
more attempts have been made to correct the 
problem or the auto has been out of service 
more than 30 days for repairs. 

PROBLEM # 5: CONSUMER NOT AWARE MANUFACTURER MUST BE NOTIFIED.  

Current law requires the consumer to directly notify the manufacturer of the 
problem with the automobile, but the law does not say how or when to do so. 
This has caused buyers to be denied refund or replacement because some 
arbitration programs have claimed the manufacturer did not receive adequate 
notice of its dealer's repeated failure to repair the vehicle. The buyer is 
then required to submit to still more repairs in order to allow the 
manufacturer additional opportunities to repair the vehicle. 

AB 3611 does not address this problem. 

It is unrealistic to expect the consumer to know how and when to notify the 
manufacturer. Instead, the bill should be amended to require the dealer--
who is the one doing the repairs--to notify both the consumer and the 
manufacturer once the car has been in the shop three times for the same 
problem or 15 days for any number of problems ( during the one year/12,000 
mile period). The dealer's failure to notify the manufacturer should not 
in any way jeopardize the consumer's rights under the law. 

PROBLEM #6: CONSUMERS NOT PROTECTED FROM USED LEMONS.  

There are no provisions in current law for what manufacturers may do with 
lemon vehicles which have been bought back from consumers. Without 
regulation, a manufacturer may resell the same vehicle as a used car without 
fixing or informing the consumer of the major defects. 

AB 3611 does not address this problem. 

The bill should be amended to prohibit the resale of unrepaired lemons, and 
to require disclosure that the car was a lemon. 

SAN FRANCISCO EXAMINER. November 17, 1995 

Those provisions seem reasonable, but 
there is a further requirement that has 
caused some problems: Buyers must go 
through arbitration before they can use the 
lemon law or seek redress in the courts. 
There are four arbitration panels statewide, 
all funded by car manufacturers. 

Consumers have complained that the pan-
els allow the manufacturer too many chances 
to repair the vehicles, that claims have been 
unfairly denied and that panel decisions are 
reached too slowly. Moreover, there is no 
state agency to monitor the panels' compli-
ance with pertinent federal guidelines. 

We commend Tanner's efforts to revise the 
law, and particularly her suggestion that a 
state-operated arbitration program is in or-
der. The current panels, run in large degree 
by auto manufacturers, are unlikely to enjoy 
the full confidence of the consumers they are 
supposed to protect. 1018
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Assistant Attorney General 
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5vbj.ct; In Re: Lemon Law Arbitration 
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File NO.r 

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 Coda 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, 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 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 Busines s Bureau carefully 
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 BBB will not arbitrate cases 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 FTC arbitration standards. Our examination 
supports that position. The Chrysler procedure is totally 
unacceptable and was a *hocking experience for our 
representatives who watched the proceeding. We have not yet 
reviewed Autocap. Thus, in the majority of cages, there 
does not appear to be an adequate lemon law arbitration 

procedure in California. 

1'RSCHEL T. •ELKINS 
Assistant Attorney General 

kITE/ut 

A * D. " (P" &-r,• V-11-alo 
PkL• - 
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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 
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(916) 324-547k 

ATSS 8-454-547 
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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, 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 carefully 
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 
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 i3oard 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 tew 
York Attorney General has found that the Chrysler Bsrd 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 oases, there 
does not appear to be an adequate lemon law arbitration 
procedure in California. 

SERSCk1EL T. ELKINS 
Assistant Attorney General 
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State of California 

Department of Justice 
Office of the Attorney General 
Legislative Affairs Unit 
1515 K Street, Suite 511 
Sacramento, CA 95814 
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Deputy Attorney General ATSS 8-454-5478 
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CALIFORNIA CONSUMER AFFAIRS ASSOCIATION 

do Evelyn Stein, 33 Eastwind, II 7, Marina Del Rey, CA 90291 

March 31, 1986 

Honorable Sally Tanner 
Member of the Assembly 
State Capitol 
Sacramento, CA 95814 

AB 3611 ( Vehicle Warranties) 

Dear Mrs. Tanner: 

Thank you for the opportunity to comment on AB 3611 and your contin-
uing interest in improving the ability of consumers to obtain a fair 
and equitable resolution of new car disputes. 

Complaints received from consumers concerning their experiences with 
various dispute resolution mechanisms clearly indicate that problems 
exist with the way the mechanisms are operating and that improvements 
are needed. We commend and appreciate your effort to address these 

problems in AB 3611. 

AB 3611 would improve existing law in several ways: 

- By providing that the buyer, rather than the manufacturer, has 
the option of choosing either restitution for, or replacement of, 
a non-conforming vehicle. Since it is the buyer who has been 

damaged, this seems only fair. 

-Byclarifing existing law and mitigating the t1em0fltow ne r's 
financial loss by requiring that the buyer be reimbursed for 
collateral expenses and charges such as, for example, sales tax, 

license and registration fees, and transportation. 

- By eliminating a current source of dispute by including dealer 
owned vehicles and demonstrators within the definition of new 

motor vehicles. 

These provisions will help consumers and should be retained. 

We agree that there is a need for state certification of dispute resolu-
tion mechanisms and for the collection of data to provide a basis for 
their evaluation. That function could be placed with the Department of 
Consumer Affairs or the Attorney General's office, rather than the--.New 

Motor Vehicle Board. 
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Honorable Sally Tanner 
March 31, • 1986 
Page 2 

If there is to be a statewide alternative dispute resolution panel, and 
we are not certain one is necessary, we would prefer a forum other than 
the New Motor Vehicle Board. 

The Board, which is statutorily required to have at least four new car 

dealers on its nine member panel, does not itself meet the criteria 
for a dispute resolution mechanism stated in 16 CFR part 703, as re-
quired by Cal ifonria Civil Code Section 1793.2 ( e) ( 3). Section 703 

states in relevant part: 

"When three or more members are deciding a dispute, at 
least two-thirds shall be persons having no direct involve-
ment in the manufacture, distribution, sale or service of 

any product." 

Moreover, the Bi I I leaves unclear where and how frequently the Board 
would meet and, therefore, whether it would be sufficiently accessible 
to consumers or have the requisite capacity to decide, in a timely 
manner, the number of disputes which may be anticipated. 

Finally, the new Motor Vehicle Board is an expensive mechanism. Each 
of its nine members is entitled to $ 100 per diem plus travel and expenses 

for each meeting. 

We would like to point out that Section 703 does not permit consumers to 
be charged a fee for the use of the mechanism. AB 3611 not only allows 
such a charge but provides that a consumer may be required to pay the 
manufacturer's fees under circumstances which can be broadly interpreted. 
This may have a chit I ing effect on the consumer's willingness to avail 
himself of the remedy offered by any statewide arbitration panel, and 
thereby seriously diminish its value. Moreover, the amount of the fee 
consumers must pay -,.remains unstated and thus, in effect, unlimited. 

In our opinion, assuring that existing dispute resolution mechanisms meet 

both the spirit and the letter of the state " lemon law" should be given 
the highest priority. We suggest that this might best be accomplished by 
mandating that all manufacturers selling automobiles in California be 

required to maintain dispute resolution programs which conform to existing 

state law. 

Thank you for considering our views. 

Sincerely, 

EVELYN STEIN 
Member, Legislative Committee 

ES : jsp 
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March 27, 1986 

The Honorable Sally Tanner 
Member of the Assembly 
11000 Valley Blvd., Suite 106 
El Monte, CA 91731 

ASSEMBLY BILL 3611 

APR 

I've reviewed AB 3611 in detail, and we're pleased with the 
revisions that have been made. 

I have one comment that I would like to ask you to consider: 

The bill requires a filing fee of consumers who request arbitra-
tion. It also provides for charging manufacturers, distribu-
tors, and branches of each, a fixed annual fee for New Motor 
Vehicle Board arbitration of consumer disputes. 

We believe it is inappropriate to impose an annual fee on a 
manufacturer who may never use Board arbitration. We suggest 
instead that you fund the program in one of two other ways: 
either by ( a) the filing fees for individual cases only, or ( b) 
an annual fee charged to manufacturers and distributors who 
maintain dispute resolution programs certified by Department of 
Motor Vehicles. 

In the first case, filing fees would be charged only for use 
actually made of arbitration. In the second case, manufacturers 
who maintain qualified programs would bear the cost of funding 
Board arbitration only to the extent that the Board incurs costs 
to certify manufacturers' programs. They would not pay for ser-
vices they do not use. 

Thank you for your consideration. 

WILLIAM G. MITCHELL 
President 

c •-a // 
4 4 "Serving Riverside and San Bernardino Counties" 
P0 Ix 9700 1265 North La Cadenao Colton, CA 92324-0522 0(714) 825-7280 0(800) 227-4401 
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CALIFORNIA CONSUMER AFFAIRS ASSOCIATION 

do Evelyn Stein, 33 Eastwind, II 7, Marina Del Rey, CA 90291 

March 31, 1986 

APR 2 - 1986 

Honorable Sally Tanner 
Member of the Assembly 
State Capitol 
Sacramento, CA 95814 

AB 3611 ( Vehicle Warranties) 

Dear Mrs. Tanner: 

Thank you for the opportunity to comment on AB 3611 and your contin-
uing interest in improving the ability of consumers to obtain a fair 
and equitable resolution of new car disputes. 

Complaints received from consumers concerning their experiences with 
various dispute resolution mechanisms clearly indicate that problems 
exist with the way the mechanisms are operating and that improvements 
are needed. We commend and appreciate your effort to address these 
problems in AB 3611. 

AB 3611 would improve existing law in several ways: 

- By providing that the buyer, rather than the manufacturer, has 
the option of choosing either restitution for, or replacement of, 
a non-conforming vehicle. Since it is the buyer who has been 
damaged, this seems only fair. 

-Byclarifing existing law and mitigating the "lemon" owner's 
financial loss by requiring that the buyer be reimbursed for 
collateral expenses and charges such as, for example, sales tax, 
license and registration fees, and transportation. 

- By eliminating a current source of dispute by including dealer 
owned vehicles and demonstrators within the definition of new 
motor vehicles. 

These provisions will help consumers and should be retained. 

We agree that there is a need for state certification of dispute resolu-

tion mechanisms and for the collection of data to provide a basis for 
their evaluation. That function could be placed with the Department of 
Consumer Affairs or the Attorney General's office, rather than the New 
Motor Vehicle Board. 

t 
Q AkL2 
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Honorable Sally Tanner 
March 31, 1986 
Page 2 

If there is to be a statewide alternative dispute resolution panel, and 
we are not certain one Is necessary, we would prefer a forum other than 
the New Motor Vehicle Board. 

The Board, which is statutorily required to have at least four new car 

dealers on its nine member panel, does not itself meet the criteria 
for a dispute resolution mechanism stated in 16 CFR part 703, as re-
quired by Cal ifonria Civi I Code Sec4-Fon-1-79-3 2 fe) ( 3) -Section 703 
states in relevant part: 

"When three or more members are deciding a dispute, at 

least two-thirds shall be persons having no direct involve-
ment in the manufacture, distribution, sale or service of 
any product." 

Moreover, the Bill leaves -. unclear where and how frequently the Board 
would meet and, therefore, whether it would be sufficiently accessible 
to consumers or have the requisite capacity to decide, in a timely 
manner, the number of disputes which may be anticipated. 

Finally, the new Motor Vehicle Board is an expensive mechanism. Each 
of its nine members is entitled to $ 100 per diem plus travel and expenses 
for each meeting. 

We would like to point out that Section 703 does not permit consumers to 
be charged a fee for the use of the mechanism. AB 3611 not only allows 
such a charge but provides that a consumer may be required to pay the 
manufacturer's fees under circumstances which can be broadly interpreted. 

This may have a chilling effect on the consumer's willingness to avail 
himself of the remedy offered by any statewide arbitration panel, and 
thereby seriously diminish its value. Moreover, the amount of the fee 
consumers must pay remains unstated and thus, in effect, unlimited. 

In our opinion, assuring that existing dispute resolution mechanisms meet 

both the spirit and the letter of the state " lemon law" should be given 
the highest priority. We suggest that this might best be accomplished by 
mandating that all manufacturers selling automobiles in California be 
required to maintain dispute resolution programs which conform to existing 
state law. 

Thank you for considering our views. 

Sincere  I y, 

EVELYN STEIN 
Member, Legislative Committee 
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unn,tttnd 4,nrra1 1u,mhI 

JOINT COMMITTEE ON LEGISLATIVE MANAGEMENT 
AN GREEN OFFICE OF LEGISLATIVE RESEARCH 1120 TRINITY STREET 
DIRECTOR (203) 566-8400 I4ARTFORD, CONNECTICUT 06106 

February 4, 1986 86-R-0037 

TO: Honorable John J. Woodcock, III 

FROM: Office of Legislative Research 
Mark E. Ojakian, Research Analyst 

Lemon Law Arbitration Cases) 

You asked: 

• ehvoq Law 
A r b • raf-• 0 

1. how many pending lemon law arbitration cases exceed 

the 60-day limit, 

2. what the Department of Consumer Protection 
perceives to be problem areas if there are delays 
in holding arbitration hearings, and 

3. what steps the department is taking to rectify any 
problems in scheduling hearings. 

SUMMARY 

of the 32 lemon law arbitration cases scheduled for 
hearings through March 5, 31 exceed the 60-day limit. The 
Department of Consumer protection indicates that the basic 
problem areas are staffing, the prescreening process, and the 
pool of technical experts. To reduce the current backlog of 
arbitration cases, the department has proposed hiring 
additional consumer information representatives, prescreening 
cases on weekends, and hiring a technical expert. 

ARBITRATION CASES 

The law requires an arbitration panel to render a 
decision after a hearing in a lemon law case within 60 days 
of a consumer's filing a request for arbitration, CGS S 
42-181(C). The department currently has 32 cases scheduled 
for a hearing from January 28 to March 5. Of these cases, 31 
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exceed the 60-day limit by an average of about 25 days. 
Enclosed is a copy of the current docket of lemon law cases. 

DEMRTPIENT RESPONSE TO DELAYS 

The department has identified three basic problem areas 

which have caused scheduling delays. 

Staffing Levels  

The department indicates that the lemon law unit does 
not have adequate staff to monitor all the deadlines 
throughout the process. If deadlines are not met at various 
stages, the hearings will probably not be held within the 
statutory time limit. 

The department has hired a temporary consumer 
information representative effective December 31, 1985 
through June 5, 1986. His responsibilities will include 
scheduling and staffing of hearings and monitoring cases 
throughout the process. They have also included an 
additional consumer information representative as a budget 
option in the governor's FT 1986-87 budget. 

prescreening Process 

The law requires a panel of three arbitrators to review 
a consumer's request for arbitration and determine 
eligibility within five days of the filing date, Conn. 
Agencies Reg. S 42-102-8. This prescreening panel is 
distinct from the arbitration panel that hears the case. The 
department indicates that the prescreening process is very 
time consuming due to the number of cases and the 
availability of arbitrators and it is difficult to complete 
this process within the five days. A delay in the initial 
stage leads to a delay in the entire process. 

The department has begun scheduling arbitrators on 
Saturdays to review all cases received during that week. 

Technical Experts  

The law requires that a pool of volunteer technical 
experts be available to assist arbitration panels in lemon 
law cases. According to the departments the pool has 
diminished causing difficulty in scheduling. Some of the 
original pool of technical experts has indicated that they 
will not serve without compensation thereby eliminating them 

from consideration. 

The department has suggested paying technical experts 
for their services to ensure an adequate number and help 
alleviate scheduling difficulties. Toward this end they have 
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included the hiring of a technical expert as a budget option 
in the governor's FY 1986-87 budget. This technical expert 
would replace the volunteer pool of experts. 

MEO:npp 
8 

Enclosure 
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STAlE Of CALWORNIA-SUSINEU, ThAH$POETATION...E) HOUSINS AGENCY 

OFFICE OF THE DIRECTOR 

DEPARTMENT OF MOTOR VEHICLES 
P.O. BOX 11828 
SACRAMENTO, CA 95853 

April 2, 1986 

APR 2 t36 

Honorable Sally Tanner 
Member of the Assembly 
State Capitol, RM 4146 
Sacramento, CA 95814 

Dear Assemblywoman Tanner: 

The Department of Motor Vehicles is opposed to certain provisions 
contained in your bill, AB 3611, as introduced. 

This bill would require the Department of Motor Vehicles to reimburse 
vehicle license and registration fees on a prorated basis whenever a 
manufacturer replaces or reimburses the buyer under the provisions of 
the "Lemon Law". The bill also specifies that any vehicle purchased 
solely for "commercial or industrial use" would not meet the 
definition requirements of a new motor vehicle for purposes of Lemon 
Law consideration. 

If this bill were enacted, the department would be required to process 
complex refund applications. Since the license fees would already be 
transmitted to the cities and counties, a costly and involved refund 
process would have to be initiated. Therefore, not only would local 
governments lose revenues, but additional administrative costs would 
be incurred both locally and at the state level. 

Requiring the department to refund fees which were in fact due and 
collected upon a new vehicle's first operation would be in direct 
conflict with other laws governing vehicle registration and vehicle 
license fee collections, and existing refund transactions. Further, 
such fees constitute a tax lien which accrues to, and follows, the 
vehicle and the vehicle's owner. 

The department feels that when a new vehicle purchaser prevails in an 
action, he or she should recover any registration fees from the 
manufacturer. This would avoid complex refund transactions and 
possibly a substantial revenue loss to the state. 

We have also identified a concern with the bill in that there is no 
definition of "commercial or industrial use" in the vehicle code. 
Current law defines a commercial vehicle as a vehicle of a type 
required to be registered under this code used or maintained for the 
transportation of persons for hire, compensation or profit or 
designed, used, or maintained primarily for the transportation of 
property. The provision of this bill which exempts a vehicle 
purchased solely for commercial or industrial use is unclear and may 
cause confusion by the public. 

ADM. 001 (REV. 9/84) 
4AMeh1d ,,-, 
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The department does agree that the "Lemon Law" should be strengthened to ensure 
that consumers' rights are better protected. A position of NEUTRAL could be 
recommended if the attached suggested amendments were adopted. These amendments 
would delete the provisions of the bill that requires DMV to refund the vehicle 
registration and license fees and those provisions which require the Board of 
Equalization to refund the sales tax. These amendments also exempt a vehicle 
registered to a business enterprise, rather than purchased for commercial or 
industrial use, from the definition of a new motor vehicle for purposes of the 
Lemon Law. 

I would be pleased to discuss these issues with you or your staff at your 
earliest convenience. 

Respectfully, 

/j 
LEONARD M. BLEIER•01 
Legislative Liaison Officer 

cc: Assembly Consumer Protection 
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SUGGESTED AMENDMENTS  

to AB 3611  

as introduced February 20, 1986  

AMENDMENT # 2 

On page 7, line 2 after the word " vehicle", DELETE: 

Øe1Ø$ØØ Woxy ;'øx ØØ/LØ øXX ø, 

and INSERT: 

registered to a business enterprise  

AMENDMENT # 2 

On page 7, DELETE lines 3 through 30 in their entirety. 

AMENDMENT # 3 

On page 7, line 31, DELETE: 

M/ 141 

and INSERT: 

SEC. 2. 

AMENDMENT # 4 

On page 9, line 38, DELETE: 

ON/ / 

and INSERT: 

SEC. 3. 

AMENDMENT # 5 

On page 10, line 29, DELETE: 

0I 

and INSERT: 

SEC. 4. 

AMENDMENT # 6 

On page 11, DELETE lines 11 through 25 in their entirety. 
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JUL 11 1985 

Dear Ms. Tanner: 

We, the undersigned, would like to thank you for your continuing 
efforts to put " teeth" in to the California automobile lemon law. 
As residents of this state we do deserve and need better protection 
against the power, insensitivity, and unscrupulousness shown by many 
automobile manufacturers. 

Name 

_,,4LI2L) •e •/, 

Sincerely , 

Fie- Lafo a, 

Address 

1(3) lit, 

3zz Calioc 

c2/S 

(t4 k- JdQc c2o 30 c 

8 vi 1-4 t'r( - C4 

L L&Mvp j€d. 

C4LCyv Z ( (, 

(;: Q535() 

(4 
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MR. AND MRS. HARRY A. SHAW 
3002 JANAE WAY 
HEMETI CA 92343 

March, 17,86 

Assemblywoman Tanner: 

Thank you for your recent letters in answer to 
my previous letter. My first letter to you was neat and 
without errors. That was because I had help with the 
typing and spelling. Please-forgive all the errors but here goes. 

Enclosed please find a copy of a letter being sent to all 
the consumer Protection Committee as you requested. As you 
will, see there are lots of errors. However it will show how 
I was treated by the Mfg, and the poor results t received-from 
a poorly trained Arbitrator'. In my case I feel I was' treated very 
badly by the Mfg. and' the Arbritrator. On My second trip to 
Arbitration the Arbitrator admitted to me that he!wqw not a 
mechanic but just sitting and riding in my car he was able to 
tell me there was nothing wrong with my car and wrote it all off. 
I. have been an Aircraft mechanic and a precicion machinist all 
my life and I fee]. I can determine when something mechanical 
s working correctly or not. However the arbitrater who was 

not a mechanic at all could tell more than I could wothout 
even thiving the car. I wish I was that good Ide be a lot richer 
than I am now. 

Also please note the part I have underlined in the last 
paragraph of the letter. 

Hope this will be of some help and anything else I 
can do to help pease call on me id if I can I will. 

Thank You 
Harry A. Shaw 

4')AZ•5_ 
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tarch, 17, 86 
"-S002 Janae Way 
Hemet, Ca. 92343 

To whom it May Concern: 
I an writing to request you vote-for A.W 3611. 
I have never before written for anything 

political but this time I finally have hact it. 
I an sixty seven years- old and trying to live 

on social. Security, and as an end result do not have the 
money for attorneys-. 

I purcjased a new olds two years ago from 
my Local Dealer who is Mike Keade'. of Hemet.. As it turned out 
after the first: thhee miles I was in trouble and owned a 
pure 0SEMORm. After twenty seven trips- in fourteen months 
with a1I kinds off problem=,, some of them as much ten times-
repeate&r finalLy tried the ' LEMON LAWL'. - 

Just as t was leaving on a. vacation the. Arbitration 
came up f review. Then G..M decided: there was trouble with 
the vehicle and then wanted to fix: it. Ks t didn't want ta cancell 
my plans: I was reluctant to let them start then after waiting 
fourteen months.. So then the G. M, representative nasti11y1' 
told me he would hate to telL the Arbitrator- that t woudn't 
let thew fix: the car, Whcih he did at the Arbitation. This 
of course went against me and' the Arbitator refused a buy 
back: or replacement even though# the car was weiL within 
that caitagory as the law- is: written. 

He only made G.. W. repair car- • L wan assured ta 
car would not break down and could use it for my trip, Z then 
was towed in twenty five miles in Oregon and had to make fous-
long distance phone calls to get it repaired. 

The G7, W. Representative even told me on thor side 
away from the ArbJtrator that he had been traind by G. PL 
and: he. new how• to' handle peopie' This how the manufacturers are 
getting around the WLtMON LAW-.. " 

r now have Thirty Four shop orders: on this car and 
continued repeat problems which keep returning4 I returned to 
Arbitration again and. then Arbitrator got mad at me because I 
told him he was not enforcing the law as it was written. He then 
let C. M.. off the' hook completely and wrote me off.. 

Now the warranty has run out and I now have to pay 
for all repairs an* then try and get my money back from and 
extended: warranty. 1-now  find my warranty was not G. It. as 
I' thougt r was being sold by the dealer/. I paid five hundred 
and ninety five d011ars- for this contract and then found the 
outfit didn't even have thetfr name or address on the contract. 
Only a phone number and: a Post Office box: number. I now Fine 
it 41most impossib]l, to collect from them. They are New Dealer 
Associates, Box. 2649 , Oakland Ca. 94614. I tride to cancell. 
the contract before I used and get my money back and was refused. 
Then the first time I tried to use it I receive* a form letter 
with ten different reasons on for non payment. I was refused paym-
ent because ther were no parts insatalka& only adjustments. 
These parts where insalLed, C. in six. weeks), previously by 
another dealer and as I said i& not stay in adjustment for 
the forth time and I tried another dealer. 

G. H. has spent Hundreds of dollars and possibly 
thousands to fight me all the way rather than exchange this car 
or give in to the: "LKMQN law. They paid seven hundred dollars 
rental car fees, Hundreds of dollars for parts and completely rep-
laced some smaller units. Most of these where all worked on 

over four times, and one ten times. Transmission and diferential 
now loosening up for fourth time. Dasbord now coming loose fourth 1035



time, oil leaks f third time. Cruise co' 7ol was worked on 
ten times. Also irdd replaced valve assembl on transmission and 
diferential, power sterirpump, stering colouia parts, gaskets, 
engine mounts repaced car ctually had bent wheels and all 
four wheels replaced,el1ow)dashpr check engine replaced four t 
times, chimes replaced, pai4jt peeled from hood repaintd three 
times to correct it, power door lock control replaced,occasionally 
chimes ring when blowing horn never corrected,solonoid relaced 

three t1mes.AS you can see I believe I own and am stuck with 
a poorly assemled car. As I mentioned I am not a rich man but 
I. did talk to an attorney whom agreed I might have a case but it 
would cost me three thousand dollars and a long time to go to, 
court which I could not afford. I- cant even afford to trade the 
car in at this time, - 

r am sending a copy of this to all on the consumer pro-
tection committee so Assembly woman, or Assemblyman as it may be 
I request you vote as I mentioned befor. r am- arso requesting  
ou to make an addition to the law if possible or toys 
some orm of ei a on to have a coma ttee to revieii1I the 
cases in the Lemon aw t at t e consumers have lost in the last 

  was id Sthe poóTrI  €iafi  
arbITiandif not have th ciifI reversed fäërect ii-
as• lèIr1tten andit .pp the Mfgs. from getting around the  
'Law • For lets one faw that 'Is- enforced as it should be.. 

Please forgive all the typing errors ect, but feel 
free to use this letter in any way it will help to corrctL this 
injustice and to make the Mgs. quit robbimg the public. Lets 
seperate the men fnm the boys and make them give us quality  
insyead oW just advertising iton T. V 

Respectfully yours 
Harry A. Shaw.. 

R. S., EVEN MR. GOODWRECH COULDNT FIX THIS CAR. 
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JOHN K. VAN DE KAMP 
Attorney General 

State of California 
DEPARTMENT OF JUSTICE 

P. 0. Box 944255 
Sacramento 94244-2550 

March 18, 1986 

Honorable Sally Tanner 
Assemblywoman, 60th District 
State Capitol, Room 4146 
Sacramento, CA 95814 

Dear Assemblywoman Tanner: 

AB 3611 - Consumer 

The Attorney General's Office has no 
am, however, forwarding the enclosed 
can be of further assistance, please 

Very 

JOHN 
Atto 

urs, 

E KN4P 
eral 

EN SUMNER 
Senior Assistant Attorney General 
(916) 324-5477 

AS : nt 

1515 K STREET, SUITE 511 

SACRAMENTO 95814 

(916) 445-9555 

position on AB 4 at this time. 
analysis for your information. If we 

let me know. 
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state of California Department of Justice 

M e m o r a n d u m 

To : Jeff Fuller 
Legislative Unit 
Sacramento 

Herschel T. Elkins 
Assistant Attorney General 
Consumer Law Section 

From : Office of the Attorney General 
LOS ANGELES 

Subject: In Re: Bill Analysis 

BILL NO. AB3611 
AUTHOR: Tanner 

Date 

File No.: 

2/4/86 

Telephone: ATSS 677-2097 
(213) 736-2097 

ANALYST: Herschel T. Elkins 

Assistant Attorney General 
Consumer Law Section 
ATSS 677-2097 - (213) 736-2097 

I. Summary of Bill and Existing Law 

California's present Lemon Law provides for certain remedies to 
consumers when defects cannot be fixed in a reasonable time. 
AB361J, sometimes called Lemon Law II, proposes a number of 
changes. Since there are so many changes, I will discuss them by 

paragraph and make a comment as to each ( or " no comment" if I 
have no relevant information): 

Civil Code-section 1793.2(d) - Gives the consumer the option of 
replacement of a motor vehicle or restitution. Some consumers 
lose faith in an automobile or a manufacturer when chronic 

problems occur. With those consumers, only restitution is 
meaningful. Others prefer replacement since the consumer 
anticipates purchasing a new car after receiving restitution. 

That new car might cost more and, under restitution, the consumer 
would have to pay for use of the automobile prior to discovery of 
the defect. The requested change is reasonable. 

When the buyer exercises the option of replacement, the 
manufacturer is to replace with a new vehicle " substantially 
identical" to the vehicle replaced. That could create a problem 
if there is a new model year and automobiles of the previous year 
are not available. Perhaps, the term " substantially identical" 
should be turther defined. 

Civil Code section 1793.2(e) - Under present law, a third party 
dispute resolution process is one that complies with the FTC's 
minimum requirements. The new proposal requires that the new 

Motor Vehicle Board certify that those dispute resolution 
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processes qualify. Some of the resolution processEs- presently 
operating do not appear to qualify. However, it does not cost 
the consumer any money to seek arbitration under such procedures 
and it is only binding upon the manufacturer. The effect of the 
non-certification is discussed below. 

There is a new definition of " new motor vehicle" which appears to 
add motorcycles and some motor homes to the definition. It also 
clarifies that " new motor vehicle" includes demonstrators and 
dealer owned vehicles. Adding motorcycles and some motor homes 
appears to be a good idea. I am not aware of any manufacturers 
who are not presently including dealer owned vehicles and 
demonstrators but a clarification could be worthwhile. 

Revenue and Taxation Code section 6902.2 - This provides that the 
Franchise Tax Board refund sales tax to the vehicle manufacturer 
when a vehicle has been replaced following arbitration. Without 
this provision, it could be argued that sales tax would be 
obtained twice on what is basically the same transaction. I 
understand that manufacturers have been told informally by the 
Franchise Tax Board that they need not pay double sales tax under 
present law. However, that issue is not certain and AB3611 
should certainly help. 

Revenue and Taxation Code section 10902 - Seeks to avoid double 
license fees and is certainly warranted. 

Vehicle Code section 3050(e) - This section allows the new Motor 
Vehicle Bdàrd to arbitrate disputes under the Lemon Law. Under 
this section, the arbitration is available to a consumer in lieu 
of other third party arbitration. It is unclear whether this 
arbitration is binding on the consumer. It is also unclear where 
the arbitration is to take place but it appears to contemplate 
that the board itself, minus the new motor vehicle dealers who 
are on the board, are to be the arbitrators. I seriously doubt 
that the members would have the time to do this, and I presume 
they would appoint hearing officers and review the recommendations, 
also a time consuming process. 

Vehicle Code section 3050(f) - Provides for the board's 

certification of third party dispute resolution processes and 
states that certification is a condition precedent for 
application of the requirement that the consumer seek arbitration 
before litigation in order to take advantage of the presumptions 
in the Lemon Law. That is basically the same as present law's 
requirement for compliance with FTC standards except for the 
certification process. 
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Vehicle Code section 3050.8 - This new section sets forth the 
procedure for use of the board's arbitration process. Presently, 
the consumer pays no fee for arbitration. It, however, the 
consumer chooses the board, there will be a fee, perhaps a 
substantial one. Of course, the consumer need not choose board 
arbitration. 

Prior to arbitration, the board is to establish informal 
mediation. If the mediation fails, the board, without a hearing 
and without any testimony, makes a preliminary statement as to 
whether the buyer's position in unresolved disputes is 
meritorious, not meritorious or as yet undetermined. I do not 
understand the purpose of that proposal. Since it is the board 
that will make the determination following the arbitration, a 
preliminary statement as to the merits of the controversy would 
seem to be unwarranted. 

The consumer can request arbitration by the board if he or she 
has not previously used a third party resolution process 
(hopefully, the section refers to previous use of a third party 
resolution process regarding the same automobile) or, if the 
consumer has used such a process and has convinced the board that 
the process did not qualify for certification. Thus, if a 
manufacturer continues to use a present process which does not 
qualify for certification, it knows in advance that the consumer 
can seek two sets of arbitration prior to any litigation. 

Vehicle Code section 3050.9(a) - Although the consumer is charged 
a fee, the board is to establish a schedule of fees to be charged 
to fund fully the costs associated with the arbitration. The 
schedule fees shall include a fixed annual fee to be charged to 
manufacturers and distributors. It is unclear what portion of 
the total fees are to be funded by the annual fee and there is no 
direct provision which requires manufacturers and distributors to 
pay ( the bill states they will be charged but there is no section 
stating they must pay). If manufacturers and distributors are to 
be charged, and required to pay, a fee even if they have 
established a certified arbitration procedure, I believe the bill 
should set forth justification for a double arbitration and some 
criteria for the fee. Is each manufacturer or distributor to pay 
the same amount? Are the amounts to depend upon the number of 
arbitrations against each or the number of sales by each?, etc. 

Vehicle Code section 3050.9(b) - This section provides that if 
the manufacturer or distributor has been unreasonable with 
respect to a consumer's claim, the board may require reimbursal 
of tees and it the board determines that the consumer's position 
was without merit and brought in bad faith, the consumer may be 
required to reimburse the manufacturer for " any tees paid to the 
board as a result of the filing of the request for arbitration". 
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Since I do not know what fee will be paid by the manufacturer or 
distributor apart from the annual fee, it is difficult to 
determine whether this would have a chilling effect on consumers. 
Certainly, the threat of such payment might chill consumers if 
the board, prior to any testimony, has already classified the 
buyer's position as not meritorious. The board may take the 
position that once it determines, without a hearing, that there 
is no merit in the buyer's position, the request for. arbitration 
may be regarded by the board as bad faith. 

Vehicle Code section 42234.5 - Relates to the division of 
registration fees between the buyer and the manufacturer who 
replaces a vehicle or makes restitution. 

II. Background Information 

Some consumers have been dissatisfied with the present 
arbitration processes in automobile cases, particularly since 
some of those operated by the manufacturers ( or by organizations 
set up and controlled by the manufacturers) have procedures that 
may not be equitable. In addition, some consumers distrust 
organizations which are controlled or set up by the manufacturers 
against whom they are complaining. Hence, in several states, 
there have been discussions concerning the possibility of setting 
up an arbitration organized by independent party, a state agency. 
In another subject matter covered by this bill, some consumers 
have argued that they should have the right, and not the 
manufacturer, to determine whether a car should be replaced or a 

refund made. 

III. Impact of the Bill 

The bill would probably increase the work load of the new Motor 
Vehicle Board and may cause some manufacturers to abandon 
recourse to a separate arbitration mechanism. 

IV. Recommendation 

w. 

I believe that further study need be made. The Consumer Law 
Section has been investigating present third party arbitration 
mechanisms. The procedure to be used by the new Motor Vehicle 
Board is rather sketchy and it is difficult to determine whether 
this would be a preferable system. For example, we do not know 
how much will be paid by the consumer for arbitration ( at present 
the consumer pays nothing). We do not know whether live 
testimony will be permitted, whether hearings can be obtained 
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within a reasonable distance from the consumer's home, whether 
the board will appoint a hearing officer to recommend decisions 
to the board or whether the board will hear the matter itself, 
whether the board will hire mechanics to test the automobiles 
(some present arbitration procedures utilize mechanics), whether 
hearings will be actually conducted by individuals or by panels 
and whether the arbitration decision is binding ( at present, the 
arbitration is only binding on the manufacturer). Since the 
consumer would have the option as to the arbitration procedure 
chosen, the bill would not harm the consumer unless manufacturers 
chose to abandon their own efforts in favor of the new procedure. 

Since we do have substantial information concerning the 
arbitration process, our section would be happy to share that 

information at any meeting involving the proponents and 
opponents. 

HERSCHEL T. ELKINS 

Assistant Attorney General 

k-ITE/pt 
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March 27, 1986 

The Honorable Sally Tanner 
California State Assembly 
State Capitol 
Sacramento, CA 958 14 

Dear Sally: 

A month ago you wrote a thoughtful 
the introduction of your AB 3611 to 
Law", originally enacted in 1982. As 
Corporation worked diligently with you 
Arbitration Board program. 

A. E. Davis and Company 
925 L Street, Suite 390 • Sacramento, CA 95814 • (916) 441-4140 

Re: Your AB 3611  

and comprehensive letter concerning 
amend the current so-called "Lemon 
you recall, Al Davis and Chrysler 
and your staff to create a workable 

Over these intervening years Chrysler people have strived to improve the 
Chrysler arbitration system so that it complies with both the Federal and 
State laws and regulations and implements basic principles of fairness 
for the consumer. 

The large percentage of cases that come to the Board's attention are success 
-fully settled. Only a small proportion result in letters or phone calls 
to their legislators. We certainly would not claim that the system is work-
ing perfectly, but we do maintain that it is working satisfactorily and 
that the law really does not need significant change. 

Surely, creating a new state bureau or agency to perform the arbitration 
board function would only serve to confuse the public, if it is designed 
to serve as an alternative choice. Two parallel systems seem not very ef-
ficient, and certainly more costly. If a state-run system is to supplant 
the private sector system, one should be aware of the comparative slowness 
and inefficiency of this approach. In at least one state with a state-run 
dispute resolution process, the backlog of cases has exceeded one full 
year. 

Sally, we appreciate your conscientious concern for California consumers 
and we of Chrysler share that concern. We will have two of our top spokesmen 
out from Detriot to explain our evaluation of the various changes proposed 
in your bill. In the bill's present form we must register Chrysler's op-
position. 

Thank you for your consideration. 

Very truly yours, 

LeRoy E. Lyn, Jr. 

(4 (1 
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Geote R5tcfes 1010 11TH STRF SUITE 202 

LEGISLATIVE 
ADVOCATES 

SACRAMENTO TELEPHONE 
CALIFORNIA 95814 916  444-6034 

March 27, 1986 

Honorable Sally Tanner 
Room 4146 
State Capitol 
Sacramento, CA. 95814 

Subject: Opposition to AB-- 3611 being heard in Assembly Consumer 
Protection Committee on April 3, 1986. 

Dear Sally, 

On behalf of our client, the Au -t-omobil Ia Importers of America - 

(AlA), we are opposed to- your AB 3611 - whIch - amends California's--
New Car Lemon Law. As you know,- AlA members- -Include most of the 
foreign automobile manufacturers In Europe and Japan. 

We are strongly opposed - to - the provisions In AB 3611 which 
create a state- run - ar-bi-trai-ion-prograrn.- - This-we feel - would 
duplicate the various manufacturers' arbitration programs which 
currently serve thousands- of consumers. While not all consumers 
are totally- satisfied, and some problems have occurred in the 
administration of--the - mechanlsms-,--i-n general, we believe- that - 

the- programs-- are work-i-ng--wel-l---enough--1-o-continue to warrantthe 
significant- manufacturers' costs -associated with them. Other 
points of opposition to AB 3611 are: 

o- The- need--for-a state- run- arbitration- program has--not--been-
demonstrated--and i-s premature.- Currentl-y,- --the- Department- of 
Consumer-Affairs-isundertaking-an-evaluation of-California - 
lemon - law process. - Al-A members have agreed to work - cooperatively 
with- the.-Department- as well as your off-i-ce in -f-hose- areas- where 
changes may be- needed.- AB --3614,-we­-fee[, circumvents- this - - 

cooperative government- industry approach to improve upon current 
programs. 

0-- Experience in--- the-states-of--Connecticut-and--Texas-has ----------
demonstrated that- state- run programs - are--unable- -to- hand-la lemon 
law- cases-on a timely bas-is-. ---Attached--i-s-a--study--done-by the---
Connect-i--cut O-ffice-ofLegi-s-la -1-i-ve Research - whl-ch -Indicates that 
31 out of 32 pending cases before its Department of Consumer 
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March 27, 1986 
Honorable Sally Tanner 
Page two 

Protection exceed the 60-day limit. In Texas there is a backlog 
of more than 200 cases pending before its state- run arbitration 
program. 

o AlA is also - opposed to provisions in AB 3611 which require 
that the automobile manufacturers' programs be certified by the 
New Motor Vehicle Board as meeting the requirements of the 
Federal Trade Commission regulations. Any standards or 
regulations are subject to different interpretations. It would 
be impossible to administer a federal program that was subject 
to interpretations -by 50 different states. Because of this 
potential and confusingly no-win situation, we would oppose any 
action which would have the State of California certifying 
compliance with a federal standard. 

o In addition, AlA is opposed to the section in AB 3611 as 
currently written which allows a consumer full discretion over 
whether he receives a replacement vehicle or refund if the 
manufacturer cannot repair a particular problem within the terms 
of the lemon law. Not -only is the term vague with regards to 
what it means to replace the buyer's vehicle " with a new motor 
vehicle substantially identical", no consideration is given to 
the amount directly attributable to use by the buyer prior to 
the time of nonconformity. As written, this section also 
precludes other options for settlement which may be mutually 
satisfactory to both the buyer and the manufacturer. 

On January 29, 1986, AlA organized a meeting of both domestic 
and foreign manufacturers to meet with your staff and 
representatives from the Department of Consumer Affairs to 
discuss our programs and to indicate a willingness to review the 
kinds of complaints that your office, the Department and others 
have received about our lemon law arbitration programs. We also 
stated that we are willing to work with you on making any 
changes which may be needed. Again, we would like to reiterate 
our request for a cooperative approach to look at these 
problems. 

Sincerely, 

Sarah C. Michael 
Automobile Importers of America 

cc: Members, Assembly- Committee on Consumer Protection 
Department of Consumer Affairs 
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Amendment 8 
on page 9, line 8, strike out NSEC.3. and insert: 

(c) The manufacturer's claim for reimbursement and the board's  
approval or denial of the claim shall be subject to the  
provisions of Article 1 (commencing with Section 6901) of Chapter 
1 of Part 1 of Division 2 of the Revenue and Taxation Code,  
excet Sections 6902.1, 6903, 6907, and 6908, in so far as those  
provisions are not inconsistent with this section.  

SEC. 3. Section 7102 of the Revenue and Taxation Code is amended 
to read: 

7102. The money in the fund shall, upon order of the 
Controller, be drawn therefrom for refunds under this part, and  
pursuant to Section 1793.25 of the Civil Code, or be transferred 
in the following manner: 

(a) (1) ATI revenues, less refmds, derived under this part at the 
4% percent rate, including the imposition of sales and me taxes with 
respect to the ale, storage, we, or other conzumps of motor 

vehicle fuel which would not have been received if the ales and we 
z rate had been S put and If motor vehicle fuel, as defined for 
pose, of the Motor Vehicle Fuel License Tax Law (Part 2 

(commencing with Section 7301)), had been exempt from sales and 
we taxes. shall be estimated by the State Board of Equalization, with 
the concurrence of the Dartmant of Finance shall be transferred 
during each fiscal year to the Transportation PI*nvifr*g and 
Development Account in the State Transportation Pimd for 
1V} prialion pwiant to Section 911 of the Public Utilities Code. 

(2) If the amount transferred pursuant to paragraph (1) b Ian 
than one hundred tan million dollars ($110,000,000) in any fiscal year, 
an additional amount equal to the difference between one hundred 
ten million ($110,000,000) and the amount so transferred shall be 
transferred, to the extant funds are available as follows: 

(A) For the 1986-87 fiscal year, from the General Fund. 
(B) For the 19g7-88 and each subsequent fiscal year, from the 

increase in state revenues due to the imposition of sales and use taxes 
cnfuel,as defined for purposes of the Use Fuel Tax Law (Part3 
(comme'ing with Section 8601)), as determined pursuant the 
method specified in paragraph (1) to determine the increase in state 
revenues due to the Impolion sales and use taxes on motor v.ltw e 

(b) The balance shall be transfàred to the Ceneral Fund. 
(c) The estimate required by subdivision (a) shall be based on 

taxable transactions occurring during a calendar year, and the 
transfers required by subdivinon (a) shall be n4 during the fiscal 
year that commences during that same calendar year. Tranelin 
requlredby paragraph (1) of subdivision (a) shall be made querta,Iy. 
Transfers required by paragraph (2) of subdivision (a) shall be med. 
annually during the last quarter of the fiscal year. 

Amendment 9 
On page 11, line 14, strike out SEC.4. and insert: 

SEC. 5. 
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State of California 

M e m o r a n d u m 

To Mr. Gary Jugum 

From : J. D. Dotson 

Subject: Assembly Bill 3611 

Board of Equalization 

Date : June 17, 1986 

JUN 191986 

Will you please review the attached proposed statutory 
provisions drafted for inclusion in Assembly Bill 3611. If 
you believe that these proposed amendments adequately meet 
our needs, let me know and they will be provided to the author. 

JDD:j 
Attachment 

c-c: Mr. Robert Nunes 
Mr. Glenn Bystrom 
Mrs. Margaret Boatwright 

- A• . %-0 •• • 

RECEIVED 
JUN 17 1986 

G. A LEGAL 
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,Section 1793,25 of the Civil Code 

1793.25. ( a) Notwithstanding Part 1 ( commencing with 
Section 6001) of Division 2 of the Revenue and Taxation Code, 
the State Board of Equalization shall reimburse the 
manufacturer of a new motor vehicle for an amount equal to 
the sales tax which the manufacturer includes in making 
restitution to the buyer pursuant to subparagraph ( B) of 
paragraph ( 2) of subdivision ( d) of Section 1793.2, when 
satisfactory proof is provided that the retailer of the motor 
vehicle for which the manufacturer is making restitution has 
reported and paid the sales tax on the gross receipts from 
the sale of that motor vehicle. The State Board of 
Equalization may adopt rules and regulations that it deems 
necessary or appropriate to carry out, facilitate compliance 
with, or prevent circumvention or evasion of, this section. 

(b) Nothing in this section shall in any way change the 
application of the sales and use tax to the gross receipts 
and the sales price from the sale, and the storage, use or 
other consumption, in this state of tangible personal 
property pursuant to Part 1 ( commencing with Section 6001) of 
Division 2 of the Revenue and Taxation Code. 

C. The manufacturer's claim for reimbursement and the 
board's approval or denial of the claim shall be subject to  
the provisions of Article 1 ( comrnerlcinq with Section 6901) of  
Chapter 7 of Part 1 of Division 2 of the Revenue and Taxation  
Code, except Sections 6902.1, 6903, 6907, and 6908 in so far  
as those provisions are not inconsistent with this section.  

1 
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Section 7102 of the Revenue and Taxation Code 

section 7102 of the Revenue and Taxation Code is amended 
to read:  

7102. The money in the fund shall, upon order of the 
Controller, be drawn therefrom for refunds under this part 
and pursuant to Section 1793.25 of the Civil Code, or be 
transferred in the following manner: 

a. etc. 

0090F 

2 
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C44 3 6// 

CODER & TUEL 
ATTORNEYS AT LAW 

6801 FOLSOM BOULEVARD 

SUITE 172 

SACRAMENTO, CALIFORNIA 95826 

HOUSTON N. TUEL, JR. 

MICHAEL G. CODER 

THOMAS M. MATHIOWETZ 

June 16, 1986 

Honorable Sally Tanner 
California State Assembly 
State Capitol 
Sacramento, CA 95814 

Re: AB 3611 

Dear Mrs. Tanner: 

TELEPHONE 

(916) 383-5520 

JUN 17 1985 

At the request of the Northern California Motor 
Car Dealers Association, I have reviewed AB 3611, as 
amended in the Assembly on May 19, 1986, and have detected 
what I consider to be an inconsistency in the bill's defi-
nition of a " new motor vehicle". I assume the problem is 
merely the result of a drafting oversight. 

The bill says that only vehicles purchased " pri-
marily" for personal, family, or household purposes are 
covered. But it also provides that vehicles purchased 
"exclusively" for commercial purposes are not covered, 
thereby condemning vehicles bought for mostly but not ex-
clusively commercial purposes to a grey-area limbo. 

I doubt it is your intent to extend the coverage 
of California's " lemon law" to vehicles purchased primarily 
for business. If my assumption is correct, the aforemen-
tioned ambiguity in AB 3611 could easily be cured by chang-
ing " solely" in the last line of proposed Section 1793.2 
(e) ( 4) ( B) to " primarily". If my assumption is incorrect, I 
would recommend that the proposed definition of a " new 
motor vehicle" be amended to make it clear that a new motor 
vehicle is one to be used for a personal, family, or house-
hold purpose even if such purpose was not the primary one. 

I offer these suggestions solely for the purpose 
of eliminating unnecessary interpretation squabbles in the 
event AB 3611 is enacted, and I thank you in advance for 
considering these comments. 

Very truly yours, 

HNT:kh Houston N. Tuel, Jr. 

cc: Loren Smith 
Stephen Snow 
Jay Gorman 
Waiter Bruder 
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(Ca]PIR) CAUFORNIA PUBUC INTEREST RESEARCH GROUP 

May 29, 1986 

MEMORANDUM 

TO: Arnie Peters 

FR: Carmen Gonzalez 
RE: Amendments to AB 3611 

As we discussed yesterday, I have contacted several other 

states to gather information on what formula they use to 
determine deduction for use. Wyoming's law defines the point in 
time at which the useful life of the vehicle ended, but does not 
define what the cost per mile is for consumer use. Massachussets, 

Montana and Connecticut all use a formula which multiplys the 
total price of the vehicle by a fraction having as its numerator 
the number of miles on the vehicle prior to the manufacturer's 

acceptance of its return, and its demoninator 100,OC)C) miles. 
Vermont's Lemon Law, however, uses the same formula, except the 

numerator is the number of miles traveled up to the first repair 

attempt. 

Based on my discussions with the Attorney General's office 

and Lemon Law attorneys Dan Abott and Donna Selnick, CalPIRG 
suggests the language be amended in Section 1793.2(d) ( 1) on page 

4 of the May 19 version of the bill -- as follows: 

(d) ( 1) Except as provided in paragraph ( 2), if the 
manufacturer or its representative in this state does not 
service or repair the goods to conform to the applicable 
express warranties after a reasonable number of attempts, 
the manufacturer shall either replace the goods or reimburse 

the buyer in an amount equal to the purchase price paid by 
the buyer, less that amount directly attributable to use by 
the buyer prior to the discovery of the nonconformity. In 

determining the amount attributable to use by 
following formula shall be utilized: multiply the total  

cash price of the vehicle by a fraction having as its deno-

'mi nator 12OC)C)O miles and its numerator the number of mi les  
the vehicle traveled prior to the time the buyer first  

notified the manufacturer's authorized service and repair  
facility g± ttg problem which gave rise to the noncon-
formity.  

It should be noted that the denominator of 12C).C)OO suggested 

is based on the Department of Transportation's annual publica-
tion. Cost of Operating A C, which estimates the average life 

of a vehicle at 120,C)C)C) miles. 

Bay Area Regional Office Los Angeles Regional Office San Diego Regional Office Legislative Office 
46 Shattuck Square, #11 1660 Corinth Avenue 2187 Ulric Street, Suite B 909 iwelith Street. SuIte 205 
Berkeley, CA 94704 Wed Los Angeles, CA 90025 San DIego CA 92111 Sacramento, CA 94814 
(415)642-9952 (213)473.8491 (619)279.5552 (91w 448-4516 1053



LEGISLATIVE COUNEL No. 15525 

REQUEST OF  ASSMBLYWOMAN SALLY TANNER  

Per Marty Hinman 

AMENDMENT--AS 3611 

Combine RN 9689 per marked attachments. 

Any question, contact Arnie Peters at 5-0991. 

ATTACHNETS: 
AB 3611 
Form letter requesting amendments 
1-page typed draft 
RN 9689 

Vehicles 5114/86 

This will acknowledge your request received on the date indicated. Please examine 

the above statement to determine if it correctly sets forth your request. 

Any question with respect to this request may be directed to 

)7  

to whom it has been assigned. 

BION M. GREGORY 

Legislative Counsel 
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MAY 1 86136 18:21& 
RN 86 015525 PAGE NO. 
Substantive 

£UNDNENTS TO ASSEMBLY RILL 10. 3611 
AS AMENDED IN ASSEMBLY APRIL 15. 1986 

Amendment 1 
In Line 1 of the title, after uf . insert: 

, and to add Section 1793.25 to, 

Amendment 2 
in line I of the title, strike out "to add" and 

strike out line 2 of the title 

Amendment 3 
in line 3 of the title, strike out "Sections" 

and insert: 

Section 

Amendment 4 
In line 4 of the title, strike out "and 42234.5" 

Liendient 5 
Cn page 1, line 3, after "the." insert: 

for any of these reascas 

Amendment 6 
on page 1$, line .38, after "replacement" insert: 

plus any incidental damages to which the toyer is 
entitled under Section 1794, including, but not united to, 
reasonable repair, towing, and rental car costs actually 
incurred by the buyer 

Amendment 7 
On page 5, line 4, after the third "fees" 

insert: 

plus any incidental damages to which the buyer is 
entitled under Section 1794, including, but not united to, 
reasonable repair, tcwing, and rental cat costs actually 
incurred by the buyer 

Amendment 8 
on page 5, line 35, strike out "in any action to 

enforce the" strike out lines 36 and 37 and insert: 
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and it nay be asserted by the buyer in any ci,i1acti0flg 
snail clams court action, or other tonal or informal 
proceedilag. 

Amendment 9 
on page 7, line 4, after O(Z)O insert: 

at the request of the arbitrator or a majority of the 
arbitration panel, provides for an inspection and report 
on the condition of a nonconforming actor vehicle by an 
automobile expert independent of the manufacturer at no 
cost to the buyer. 

(') 

Amendment 10 
on page 7, line 8, strike out athe provisions of 

Amendment 11 
on page 7, line 9, strike out 91) and insert: 

(G) 

Amendment 12 
on page 7, line 10, strike out 9t) and insert: 

(e) 

Amendment 13 
On page 7, strike out lines 28 to 40, inclusives 

on page 8, strike out lines 1 to 15, inclusive, in line 16, 
strike out 6SIC. 4.." and insert: 

SEC. 2. Section 1793.25 is added to the Civil 

Code, to read: 
1793.25.. (a) Notwithstanding Part 1 (commencing 

with Section 6001) of Division 2 of the Bevenue and 
Taxation Code, the State Board of Equalization shall 
reimburse the manufacturer of a new motor vehicle for an 
amount equal to the sales tax which the manufacturer 
includes in making restitution to the buyer pursuant to 
subparagraph (B) of karagraph (2) of subdivision (d) of 
Section 1793.2 a when satisfactory proof is provided that 
the retailer of the actor vehicle for which the 
manufacturer is making restitution has reported and paid 
the sales tax on the gross receipts from the sale of that 
motor vehicle. The State Board of Equalization say adopt 
rules and regulations that it deems necessary or 
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appropriate to carry out, facilitate compliance vith, or 
present circumvention or evasion of, this section. 

(b) Nothing in this section shell in any way 
change the application of the sales cod use tax to the 
gross receipts and the sales price from the sale, and the 
storage, use, or other consuaticn, in this state of 
tangible personal prcperty pursuant to Pert 1 (commencing 
with Section 6O01) of Division 2 of the Revenue and 
Taxation Code. 

SEC. 3. 

Amendment 14 
Cu page 10. line 19, strike out •ior 

certification" and insert: 

to enable the board tc perform its duties under this 
subdivision 

Amendment 15 
on page 11, line 30, strike cut "SEC. 5." and 

insert: 

SEC. 4. 

Amendment 16 
on page 12, strike out lines 15 to 29. inclusive 

- 0 -
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AMENDMENTS TO AB 3611 
AS AMENDED IN ASSEMBLY APRIL 15, 1986 

(Corrected copy 5/12/86) 

1. Add the following amendments to LCR 009689: 

a) On page 4, line 3, after " them" insert: 
for any of these reasons 

b) On page 5, line 35, strike out " in any action to enforce 
the" and strike out lines 36 to 37, inclusive, and insert: 

, and may be asserted by the buyer in any civil action, small 
claims court action or other formal or informal proceeding. 

c) On page 7, line 8, strike out " the provisions of" 

d) On page 7, line 10, strike out "( f)" and insert: 

(e) 

2. Make the changes shown on LCR 009689 

C 
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MAY  1986 86125 12:24 
EE 86 009689 PAGE NO . 

Substantive 

ASENDNENTS TO ASSEMBLY BILL 10. 3611 
AS AE1t!D 11 ASSEMBLY APRIL 15, 1986 

Amendment 1 
In line 1 of the title, after "of" insert: 

, and to add Section 1793.25 to, 

Amendment 2 
In line 1 of the title, strike out "to add" and 

strike out line 2 of the title 

Amendment 3 
In line .3 of the title, strike out "Sections" 

and insert: 

Section 

Amendment 4 
In line 4 of the title, strike out "and '12234.5" 

Amendment 5 
On page 4, line 35 , after "replacement" insert: 

• Elus any incidental damages to which the buyer is 
entitled under Section 1794, including, but not limited to, 
reasonable repair, tcwing, and rental car costs actually 
incurred by the buyer 

insert: 

Amendment 6 
On page, line/e after the third "fees" 

plus any incidental damages to vicb the buyer is 
entitled under Section 1794, including, but not limited to, 
reasonable repair, towing, and rental car costs actually 
incurred by the buyer 

Amendment  7 
On pages, line , after "(E)" insert: 

At the request of the arbitrator or a majority of the 
arbitration panel, provides for an insrection and report 
on the condition of a nonconforming motor vehicle by an 
automobile expert independent of the manufacturer at no 
cost to the buyer. 
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(7) 

86125 12:24 
RN Sk 009689 PAGE NO. 2 

Amendment 8 
on page 7, line , strike out "(i)" and insert: 

(G) 
I 

amendment  9 Ipt 
on page 7, strike out lines to 40, inclusive, 

on page 8, strike out lines 1 to inclusive, in line M . 

strike out "SEC. 1$." and insert: I 

SEC. 2. Section 1793.25 is added to the Civil 
Code, to read: 

1793.25. (a) Notwithstanding Part 1 (commencing 
with Section 6001) of Division 2 of the Revenue and 
laxation Code, the State Board of Equalization shall 
rei.turse the manufacturer of a new motor vehicle for an 
amount equal to the sales tax which the manufacturer 
includes in waking restitution to the buyer pursuant to 
subparagraph (8) of paragraph (2) of subdivision (d) of 
Section 1793.2, when satisfactory proof is provided that 
the retailer of the motor vehicle for which the 
manufacturer is waking restitution has reported and paid 
the sales tax on the gross receipts from the sale of that 
motor vehicle. The State Board of Equalization may adopt 
rules and regulations that it deems necessary or 
appropriate to carry out, facilitate compliance with, or 
prevent circumvention or evasion of, this section. 

(b) Nothing in this section shall in any way 
change the applicaticu of the sales and use tax to the 
gross receipts and the sales price from the sale, and the 
storage, use, or other consumption, in this state of 
tangible personal property pursuant to Part 1 (commencing 
with Section 6001) of Division 2 of the Revenue and 
lazaticn Code. 

SEC. 3.  r,•, Amendment  10 
Cn page 10, line strike out "for 

certification" and itsert: 

to enable the board tc perform its duties under this 
subdivision 

Amendment 11 
On page 11, linepe\ strike out SEC: 5." and 
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insert: 

SEC. 4. 

liendient 12 
on page 12, strike out lines di to, inclusive 

-0-
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LEGISLATIVE COUNSEL No. 09689 

REQUEST OF  ASSEMBLYWOMAN SALLY VMTNER 

Per letter 

AMNDMENr- - I 

Amend AB 3611 per attached. 

Any question, contact Marty at 5-7763. 

ATTACHMENTS 
1-page letter 
2-page typed draft 

Vehicle Warranties 5/1186 

This will acknowledge your request received on the date indicated. Please examine 

the above statement to determine if it correctly sets forth your request. 

with r - t i. r quest may be directed to 

T k -  

to whom it has been assigned. 

BION M. GREGORY 

Legislative Counsel 
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ORIGINAL COPY 

43559 
BECOD * 30 BF: 

MAY  1986 86125 1224 
RN 86 009689 PAGE NO. 

Substantive 

AMENDMENTS TO ASSEt1BL1 BILL NO. 3611 
AS AMENDED IN ASSEMBLY APRIL 15, 1986 

Amendment 1 
In me 1 of the title, after "of" insert: 

and to add Se.tion 1793.25 to, 

Amendment 2 
in line of the title, strike out "to add" 

strike out line 2 of the title 

and 

Amendment 3 
In line 3 of he title, strike out "Sections" 

and insert: 

Section 

Amen. tent 4 
in line 4 of the title, strike out "and 1122314.5" 

Awendmen 5 
On page 14, line 34, af er "replacement" insert: 

plus any incidental damages to . ich the buyer is 
entitled under Section 1794, inclu.ng, but not limited to, 
reasonable repair, tcing, and rent 1 car costs actually 
incurred by the buyer 

Amendment 6 
On page 14, line 40, after th third "fees" 

insert: 

plus any incidental damages to which t.e buyer is 
entitled under Section 1794, including, b t not limited to, 
reasonable repair, towing, and rental car osts actually 
incurred by the buyer 

Amendment 7 
on page 6, line 140, after "( i)" in - rt: 

At the request of the arbitrator or a majority of the 
arbitration panel, provides for an insrection ad report 
on the condition of a nonconforming motor vebici- by an 
automobile expert independent of the manufacture at no 
cost to the buyer. 
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(F) 

Amendment 8 
On page 7, line 5, strike out "(i)" and insert: 

(G) 

Amendment 9 
On page 7, strike out lines 24 to 40, inclusive, 

on page 8, strike out lines 1 to 11, inclusive, in line 12, 
strike out " SEC. 4." and insert: 

SEC. 2. Section 1793.25 is added to the Civil 
Code, to read: 

1793.25. (a) Notwithstanding Part 1 (commencing 
with Section 6C01) of Division 2 of the Revenue and 
la.xation Code, the State Board of Equalization shall 
reimburse the manufacturer of a new motor vehicle for an 
amount equal to the sales tax which the manufacturer 
includes in making restitution to the buyer pursuant to 
subparagraph ( B) of paragraph (2) of subdivision (d) of 
Section 1793.2, when satisfactory proof is provided that 
the retailer of the motor vehicle for which the 
manufacturer is making restitution has reported and paid 
the sales tax on the gross receipts from the sale of that 
motor vehicle. The State Board of Equalization may adopt 
rules and regulations that it deems necessary or 
appropriate to carry out, facilitate compliance with, or 
prevent circumvention or evasion of, this section. 

(b) Nothing in this section shall in any way 
change the application of the sales and use tax to the 
gross receipts and the sales price from the sale, and the 
storage, use, or other consumption, in this state of 
tangible personal property pursuant to Part 1 (commencing 
with Section 6001) of Division 2 of the Bevenue and 
Taxation Code. 

SEC. 3. 

Amendment 10 
Cu page 10, line 15, strike out "for 

certification" and insert: 

to enable the board tc perform its duties under this 
subdivision 

Amendment 11 
on page 11, line 26, strike out "SEC. 5." and 
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insert: 

SEC. 4. 

Amendment 12 
On page 12, strike out lines 11 to 25, inclusive 

- 0 -
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RECORD $ 30 BF: 

APR 10 1986 86100 20:17 

RN 86 007863 PAGE NO. 
Subtantive 

ANENDNENTS TO ASSI11LT BILL NO. 3611 

Amendment 1 
In the heading, strike out " Heater 1anner and 

insert: 

Members lanner, Clute, Hauser, Molina, and Moore 
(Coauthors: Senators Dills, Leroy Greene, 

NcCorquodale. Torres, and watson) 

Amendment 1.5 
in lines 3 and 4 of the title, strike out 

"3050.7. 3050.8. 3050.9," and insert: 

3050.9 

Amendment 2 
in line S of the title, after "vehicles" insert: 

and taking an approEiatiOfl therefor 

Amendment 3 
on page 2, line 13, strike out "paragraph ( 1) of 

this" strike out line 14, and insert: 

this paragraph, a manufacturer .ay enter 

Amendment 4 
On page 2, strike out line 32 and insert: 

(1), be subject to 

shall 

Asendient 5 
On page 2, line 34, strike out "such" 

Amendment 6 
on page 3, line 5, strike out "must" and insert: 

Amendment 7 
on page 3, line 8, strike out "serve to" 

A€fldiEflt 8 
On page 3, line 9, strike out "such" 

Amendment 9 
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86100 20:17 

on page 3, strike out line 12 and insert: 

(C) The buyer shall deliver 

Amendment 10 
on page 3, line 16, strike out "such" 

Amendment 11 
on page 3, lines 17 and 18, strike out "Should 

the buyer be unable tc effect return o± and insert: 

if the buyer cannot return the 

Amendment 12 
on page 3, line 19, strike out "the above 

reasons, he" and insert: 

these reasons, he or she 

Amendment 13 
on page 3, line 24, strike out "such" 

Amendment 13.5 
on page 2, line 24, after "nonconformity" insert 

a coama 

Amendment 111 

On page 3, lines 29 and 30, strike out  

pursuant to the above, a buyer is unable to effect return" 

and insert: 

a buyer cannot return then 

Amendment 15 
On page 3, line 36, strike out "should" and 

insert: 

if 

Aaezadment 16 
on page 3, line 37, strike out "be unable to" 

and insert: 

does not 

Amendment 17 
on page 6, line 12, strike out "Complies" and 
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insert: 

aeets all of the follcwing criteria: 
(A) Co.p1ie5 

Amendment 17.5 
on page 6, line 15, strike out Nat 16" and 

insert: 

in Part 103 of Title 16 of 

86100 20:17 

Amendment 18 
on page 6, line 16, strike out "part 703; that 

renders" and insert: 

(B) senders 

Amendment 19 
on page 6, line 18, strike out "; that 

prescribes" and insert: 

. 

(C) prescriLes 

Amendment 20 
On page 6, line 20, strike out " and that" 

strike out lines 21 to 23, inclusive, and insert: 

(D) provides written materials to those 
individuals who conduct investigations and who make, or 
participate in making, decisions for the process which, at 
a iiniUf, include the provisicflS of the Federal Trade 
commission's regulations in Part 703 of Title 16 of the 
Code of Federal Regulations and the prcvisiOnS of this 

chapter. 
(E) senders decisions which incorporate 

consideration of, and can provide the rights and remedies 
conferred in, the Federal Irade Commission's regulations 
in Part 703 of Title 16 of the Code of Federal Regulations 
and the provisions of this charter. 

(.F) Has 

Amendment 21 
On page 7, lines 22 and 23, strike out • The" 

and insert: 
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, the 

86100 20:17 

Amendment 2 
on page 9, strike out lines 5 to 20, inclusive, 

in line 21, strike out "(f)" and insert: 

(e) 

Amendment 23 
on page 9, line 26, strike out •Iacb third-party 

dispute" strike out line 27 and insert: 

Each new motor vehicle manufacturer, manufacturer branch. 
distributor, or distributor branch that utilizes a 
third- party dispute resolution process, and that seeks to 
have that process certified by the board, shall 

Amendment 24 
On page 9, line 33, after the period insert: 

if a manufacturers manufacturer branch, distributor s or 
distributor branch does not utilize a certified 
third-party dispute resolution process, the board shall 
designate a certified third-patty dispute resolution 
process to arbitrate, at the expense of the manufacturer, 
manufacturer branch, distributor, or distributor branch, 
the disputes of consumers who have purchased new motor 
vehicles which were initially acquired from that 
manufacturer, manufacturer branch, distributor, or 

distributor branch. 

Amendment 25 
on page 9, line 34, strike out "such" and 

insert: 

third-party dispute resolution 

Amendment 26 
on page 9, strike out lines 38 to 40, inclusive, 

on page 10, strike out lines 1 to 28, inclusive, in line 
29, strike out " SEC. 6." and insert: 

SEC. 5. 

Amendment 27 
On page 10, line 31, strike cut "(a) 
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Amendment 28 
on page 10, strike out line 33 and insert: 

the certification of third-party dispute resolution 
irocesses conducted pursuant to 

Amendment 29 
on page 10, strike out lines 39 and 40, on page 

11, strike out lines 1 to 10, inclusive, in line 11, 
strike out "SEC. 7." and insert: 

SEC. 6. 

Amendment 30 
Ca page 11, line 14, strike out "who" 

- 0 -
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JACK I. HORTON 

ANN MACKEY 

CHIEF DEPUTIES 

JAMES L ASHFORD 

JERRY L BASSETT 

STANLEY M. LOURIMORE 

EDWARD K. PURCELL 

JOHN T. STUDEBAKER 

DAVID D. ALVES 

JOHN A. CORZINE 

C. DAVID DICKERSON 

ROBERT CULLEN DUFF? 

ROBERT D. GROHKE 

SHERWIN C. MACKENZIE. JR. 

TRACY 0. POWELL II 

JIMMIE WING 

PRINCIPAL DEPUTIES 

3021 STATE CAPITOL 

SACRAMENTO 95814 
(9 18) 445-3057 

8011 STATE BUILDING 

107 SOUTH BROADWAY 

LOS ANGELES 90012 

(213) 620-2550 

Iathe 1IinutI 

rif Iatifnrniit 

BION M. GREGORY 

Assemblywoman Sally Tanner/ 

A.B. 361]. 

May 6, 1986 

- Conflict 

MARTIN L. ANDERSON 

PAUL ANTILLA 

CHARLES C. ASEIL.L 

AMELIA I. BUDO 

EILEEN J. BUXrON 

SHARON D. COLLINS 

HENRY J. CONTRERAS 

BEN E. DALE 

JEFFREY A. DELANO 

CLINTON J. DEWITT 

FRANCES S. DO BIN 

MAUREEN S. DUNN 

LAWRENCE H. FEIN 

SHARON R. FISHER 

JOHN FOSSErrE 

HARVEY J. FOSTER 

CLAY FULLER 

ALVIN D. GRESS 

THOMAS R. HEUER 

MICHAEL J. KERSTEN 

L DOUGLAS KINNEY 

VICTOR KOZIELSKI 

EVE B. KROTINGER 

ROMULO I. LOPEZ 

JAMES A. MARSALA 

PETER MELNICOE 

ROBERT G. MILLER 

JOHN A. MOGER 

VERNE L OLIVER 

EUGENE L. PAINE 

MARGUERITE ROTH 

MICHAEL B. SALERNO 

MARY SHAW 

ANN ELLIOTT SHERMAN 

RUSSELL L. SPARLINO 

WILLIAM K. STARK 

MARK FRANKLIN TERRY 

JEFF THOM 

PHIWP TORRES 

MICHAEL H. UPSON 

RICHARD B. WEISBERG 

DANIEL A. WEITZMAN 

THOMAS 0. WHELAN 

CHRISTOPHER ZIRKLE 

DEPUTIES 

Supplemental was 

The above measure, introduced by you, which XKN3= 
set for hearing in the Assembly Consumer Protection Committee 

appears to be in conflict with the following other measure(s): 

S.B. 1174-Seymour 

ENACTMENT OF THESE MEASURES IN THEIR PRESENT FORM MAY 
GIVE RISE TO A SERIOUS LEGAL PROBLEM WHICH PROBABLY CAN BE 
AVOIDED BY APPROPRIATE AMENDMENTS. 

WE URGE YOU TO CONSULT OUR OFFICE IN THIS REGARD AT YOUR 

EARLIEST CONVENIENCE. 

Very truly yours, 

BION M. GREGORY 

LEGISLATIVE COUNSEL 

cc: Committee 
named above 

Each lead author 
concerned 
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JACK I. HORrON 

ANN MACKEY 

CHIEF DEPUTIES 

JAMES L ASHFORD 

JERRY L BASSETT 

STANLEY M. LOURIMORE 

EDWARD K. PURCELL 

JOHN T. STUDEBAKER 

DAVID D. ALVES 

JOHN A. CORZINE 

C. DAVID DICKERSON 

ROBERT CULLEN DUFFY 

ROBERT D. GRONKE 

SHERWIN C. MACKENZIE, JR. 

TRACY 0. POWELL II 

JIMMIE WING 

PRINCIPAL DEPUTIES 

3021 STATE CAPITOL 

SACRAMENTO 95814 

(918) 445-3057 

8011 STATE BUILDING 

107 SOUTH BROADWAY 

LOS ANGELES 90012 
(2 13) 620-2550 

Iaàin !IinuiI 

rif ItIifrnnia 

BION M. GREGORY 

Assemblywoman Sally Tanner/i" 

A.B. 3611 - Conflict 

April 1, 1986 

MARTIN L. ANDERSON 

PAUL ANTILLA 

CHARLES C. ASBILL 

AMELIA I. BLJDD 

EILEEN J. BUXTON 

SHARON D. COLLINS 

HENRY J. CONTRERAS 

BEN E. DALE 

JEFFREY A. DELANO 

CLINTON J. DEWITT 

FRANCES S. DO BIN 

MAUREEN S. DUNN 

LAWRENCE H. FEIN 

SHARON R. FISHER 

JOHN FOSSETIE 

HARVEY J. FOSTER 

CLAY FULLER 

ALVIN D. GRESS 

THOMAS R. HEUER 

MICHAEL J. KERSTEN 

L DOUGLAS KINNEY 

VICTOR KOZIELSKI 

EVE B. KROTINGER 

ROMULO I. LOPEZ 

JAMES A. MARSALA 

PETER MELNICOE 

ROBERT B. MILLER 

JOHN A. MOGER 

VERNE L OLIVES 

EUGENE L. PAINE 

MARGUERITE ROTH 

MICHAEL B. SALERNO 

MARY SHAW 

ANN ELLIOTT SHERMAN 
RUSSELL L. SPARLINO 

WILLIAM K. STARK 

MARK FRANKLIN TERRY 

JEFF THOM 

PHILLIP TORRES 

MICHAEL H. UPSON 

RICHARD B. WEISBERG 

DANIEL A. WEITEMAN 

THOMAS D. WHELAN 

CHRISTOPHER ZIRKLE 

DEPUTIES 

The above measure, introduced by you, which is now 

set for hearing in the Assembly Consumer Protection Committee 

appears to be in conflict with the following other measure(s): 

A.B. 3834- Stirling 
A.B. 3835- Stirling 

ENACTMENT OF THESE MEASURES IN THEIR PRESENT FORM MAY 
GIVE RISE TO A SERIOUS LEGAL PROBLEM WHICH PROBABLY CAN BE 
AVOIDED BY APPROPRIATE AMENDMENTS. 

WE URGE YOU TO CONSULT OUR OFFICE IN THIS REGARD AT YOUR 
EARLIEST CONVENIENCE. 

Very truly yours, 

BION M. GREGORY 

LEGISLATIVE COUNSEL 

cc: Committee 
named above 

Each lead author 
concerned 
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LEMON BILL 

THE LEMON BILL THAT WILL BE SENT TO LEGISLATIVE COUNSEL NEXT 

WEEK FOR DRAFTING IS INTENDED TO DEAL WITH PROBLEMS THAT HAVE 

ARISEN SINCE AB 1787 WAS CHAPTERED. 

THE BILL WILL HAVE TWO BASIC FEATURES: 

1) IT WILL CLARIFY SEVERAL PROVISIONS OF THE SONG-BEVERLY 

CONSUMER PROTECTION ACT RELATING TO REFUNDS FOR " LEMON" CARS. 

IN PRACTICE, WHAT HAS OCCURRED IS THAT WHEN A NEW MOTOR 

VEHICLE IS FOUND TO BE A " LEMON" THE MANUFACTURER OFTEN 

REFUNDS THE PURCHASE PRICE OF THE CAR. SALES TAX, LICENSE 

FEES AND REGISTRATION FEES, WHICH, FOR A VEHICLE IN THE $ 10 - 

15,000 PRICE RANGE, EQUAL ABOUT $ 1,000 ARE NOT REFUNDED, 

HOWEVER. 

THIS HARDLY SEEMS FAIR. IT AMOUNTS TO A PENALTY ON THE BUYER 

FOR HAVING PURCHASED A " LEMON." 

THE PROPOSED BILL WILL PROVIDE THAT WHEN A MANUFACTURER 

REFUNDS THE PURCHASE PRICE OF A " LEMON" THE SALES TAX, 

LICENSE FEE AND REGISTRATION FEE MUST ALSO BE REFUNDED. 

PROVISIONS WILL ALSO BE ADDED THAT ALLOW THE MANUFACTURER TO 

APPLY TO THE BOARD OF EQUALIZATION FOR REIMBURSEMENT OF THE 

SALES TAX AND TO THE DEPARTMENT OF MOTOR VEHICLES FOR 

REIMBURSEMENT OF THE LICENSE FEE AND REGISTRATION FEE. 

2) SECONDLY, THE BILL WILL ESTABLISH A STATE-RUN ARBITRATION 

PROCESS ADMINISTERED BY THE NEW MOTOR VEHICLE BOARD. THE 

PRESENT ARBITRATION BOARDS RUN BY THE AUTO MANUFACTURERS HAVE 

NOT WORKED WELL. IT APPEARS THAT NONE OF THESE ARBITRATION 

BOARDS MEET THE CRITERIA AND REPORTING REQUIREMENTS OF THE 

FEDERAL TRADE COMMISSION REGULATIONS, WHICH THEY ARE REQUIRED 

TO MEET. THIS PORTION OF THE BILL WILL: 
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a) REQUIRE ALL ARBITRATION BOARDS TO BE CERTIFIED BY THE NEW 

MOTOR VEHICLE BOARD. 

b) REQUIRE THE BOARD TO ESTABLISH A STATE-RUN ARBITRATION 

PROCESS. 

c) ALLOW THE CONSUMER TO CHOOSE TO USE EITHER A 

MANUFACTURER-RUN ARBITRATION PROCESS OR THE PROCESS RUN BY 

THE NEW MOTOR VEHICLE BOARD, BUT NOT BOTH. 

d) REQUIRE THE CONSUMER TO AGREE TO INFORMAL MEDIATION BEFORE 

ARBITRATION TAKES PLACE UNDER THE NEW MOTOR VEHICLE BOARD. 

e) AUTHORIZE THE NEW MOTOR VEHICLE BOARD TO CHARGE 

MANUFACTURERS AND CONSUMERS FEES TO USE ARBITRATION. 
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FOR IMMEDIATE RELEASE 
MAY 6, 1986 

60th Assembly District. 

CONTACT: DOROTHY RICE 
(916) 445-0991 

Assemblywoman Sally Tanner (D-El Monte) today announced that 

her bill to block the construction of large-scale waste-to-energy 

projects in the San Gabriel Valley was approved by the Assembly 

Natural Resources Committee. Earlier this year the same 

Committee defeated two related measures. The Tanner 

waste-to-energy bill -- AB 3612 -- is the only measure of its 

type to make it out of an Assembly policy committee. 

Assemblywoman Tanner stated, "This is a major victory for 

San Gabriel Valley residents. I described our air and water 

quality problems to the members of the Assembly Natural Resources 

Committee, and I described the fact that the Valley currently 

landfills over half of the trash which is produced throughout Los 

Angeles County. These facts persuaded Committee members that the 

environmental problems in the San Gabriel Valley are unique --

there is simply no disputing the fact that we have virtually the 

worst air quality in the nation. To build large trash-burners in 

an area with serious air pollution problems does not make sense." 

AB 3612, which is co-authored by area AssemblymemberS 

Mountjoy, Hill, and Lancaster, and Senator Campbell, would 

prohibit the construction of waste-to-energy projects which will 

generate over 30 megawatts of electricity in an area which has 

experienced a specific number of smog episodes over the last 

three years, and which landfills over twice as much trash as the 

area generates. The Tanner bill is drafted to apply only to the 

San Gabriel Valley. The two projects which would be affected by 1075
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her bill to block the construction of large-scale waste-to-energy 

projects in the San Gabriel Valley was approved by the Assembly 

Natural Resources Committee. Earlier this year the same 

Committee defeated two related measures. The Tanner 

waste-to-energy bill -- AB 3612 -- is the only measure of its 

type to make it out of an Assembly policy committee. 

Assemblywoman Tanner stated, "This is a major victory for 

San Gabriel Valley residents. I described our air and water 

quality problems to the members of the Assembly Natural Resources 

Committee, and I described the fact that the Valley currently 

landfills over half of the trash which is produced throughout Los 

Angeles County. These facts persuaded Committee members that the 

environmental problems in the San Gabriel Valley are unique --

there is simply no disputing the fact that we have virtually the 

worst air quality in the nation. To build large trash-burners in 

an area with serious air pollution problems does not make sense." 

AB 3612, which is co-authored by area Assemblymembers 

Mountjoy, Hill, and Lancaster, and Senator Campbell, would 

prohibit the construction of waste-to-energy projects which will 

generate over 30 megawatts of electricity in an area which has 

experienced a specific number of smog episodes over the last 

three years, and which landfills over twice as much trash as the 

area generates. The Tanner bill is drafted to apply only to the 

San Gabriel Valley. The two projects which would be affected by 

the bill's provisions are the Irwindale plant and the Puente 

Hills project proposed by the Sanitation Districts of Los Angeles 

County. Both projects would generate well over the bill's limit 

of 30 megawatts of electricity. 
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Assemblywoman Tanner concluded, " I am not opposed to 

waste-to-energy projects. In fact, throughout my years in the 

Legislature I have championed alternatives to land disposal. But 

those of us who live and breathe in the San Gabriel Valley have 

come to recognize that we have a serious and unique problem when 

it comes to air quality. We simply cannot continue to take most 

of Los Angeles County's trash, and if the large trash-burners are 

built in the Valley there will be no way we can ever break this 

cycle." 
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CONTACT: CASS LUKE April 8, 15816 
(818) 442-9100 FOR IMMEDIATE RELEASE  

Legislation to provide additional protection to new car buyers 

by strengthening California's " Lemon Law" was unanimously passed by the 

Assembly Consumer Protection Committee. 

Assemblywoman Sally Tanner ( D-El Monte) who authored the original 

"Lemon Law" explained that the amendments she submitted are designed to 

eradicate some of the inequities that became evident after the law was 

originally enacted in 1982. 

Mrs. Tanner said that one of the major complaints she received about 

the law was the ineffectiveness of the dispute resolution process. "Many 

consumers felt that they were not being treated fairly by .the arbitration 

boards because the boards' are financed by the auto manufacturer." Tanner 

added that in many cases the arbitration boards failed to decide disputes 

in a timely manner and the decisions do not often provide fair and 

reasonable reimbursement when a manufacturer buys a lemon back. 

"AB 3611 puts more teeth into the consumers ability to deal with a 

lemon car," the Assemblywoman stated. " The original "Lemon Law" was 

the first of its kind to give the consumer a viable recourse to dealing 

.with the purchase of a defective, unsafe car. The amendments. I 

introduced will strengthen the law and make it more effective for the 

California - consumer ." 

Assembly bill 3611 has the following key provisions: 1078
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"Lemon Law" explained that the amendments she submitted are designed to 

eradicate some of the inequities that became evident after the law was 

originally enacted in 1982. 

Mrs. Tanner said that one of the major complaints she received about 

the law was the ineffectiveness of the dispute resolution process. "Many 

consumers felt that they were not being treated fairly by .the arbitration 

boatds because the boardsàre financed by the auto manufacturer." Tanner 

added that in many cases the arbitration boards failed to decide disputes 

in a timely manner and the decisions do not often provide fair and 

reasonable reimbursement when a manufacturer buys a lemon back. 

"AB 3611 puts more teeth into the consumers ability to deal with a 

lemon car," the Assemblywoman stated. " The original " Lemon Law" was 

the first of its kind to give the consumer a viable recourse to dealing 

with the purchase of a defective, unsafe car. The amendments. I - 

Introduced will strengthen the law and make it more effective for the 

California- consumer •" 

Assembly bill 3611 has the following key provisions: 

--requires that the auto manufacturer-run arbitration boards must be 
certifid by the state as meeting the requirements of state law and 

federal regulations 

--allows the New Motor Vehicle Board to designate a certified arbitration 
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proäess if the manufacturer does not have one 

--gies the consumer the option of replacement or refund when his or her 
car is found to be a lemon 

--requires that the refund include the sales tax, unused license and 
registration fees be paid on the lemon car. Under present law, taxes 
and fees paid on the purchase of a new car are not refunded when the 
manufacturer buys a lemon back. 

AB 3611 will be heard next in the Assembly Ways and Means Committee. 

' 
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NEWS: FROM ASSEMBLYWOMAN 

CONTACT: CASS LUKE April 8, 186 
(818) 442-9100 FOR IiNEDIATE RELEASE 

Legislation to provide additional protection to new car buyers 

by strengthening California's " Lemon Law" was unanimously passed by the 

Assembly Consumer Protection Committee. 

Assemblywoman Sally Tanner ( D-El Monte) who authored the original 

"Lemon Law" explained that the amendments she submitted are designed to 

eradicate some of the inequities that became evident after the law was 

originally enacted in 1982. 

Mrs. Tanner said that one of the major complaints she received about 

the law was the ineffectiveness of the dispute resolution process. "Many 

consumers felt that they were not being treated fairly by .the arbitration 

boards because the boardsàre financed by the auto manufacturer." Tanner 

added that in many cases the arbitration boards failed to decide disputes 

in a timely manner and the decisions do not often provide fair and 

reasonable reimbursement when a manufacturer buys a lemon back. 

"AB 3611 puts more teeth into the consumers ability to deal with a 

lemon car," the Assemblywoman stated. " The original " Lemon Law" was 

the first of its kind to give the consumer a viable recourse to dealing 

with the purchase of a defective, unsafe car. The amendments, I * 

introduced will strengthen the law and make it more effective for the 

California - consumer ." 

Assembly bill 3611 has the following key provisions: 1081
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added that in many cases the arbitration boards failed to decide disputes 

in a timely manner and the decisions do not often provide fair and 

a manufacturer buys a lemon back. 
reasonable reimbursement when 

"AB 3611 puts more teeth into the consumers ability to deal with a 

lemon car," the Assemblywoman stated. " The original " Lemon Law" was 

the first of its kind to give the consumer a viable recourse to dealing 

with the purchase of a defective, unsafe car. The amendments. I - 

introduced will strengthen the law and make it more effective for the 

California- consumer •" 

Assembly bill 3611 has the following key provisions : 

ufacturer-run arbitration boards must be 
--requires that the auto man  
certifid by the state as m eeting the requirements of state law and 
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probess if the manufacturer does not have one 

--gires the consumer the option of replacement or refund when his or her 
car is found to be a lemon 

--requires that the refund include the sales tax, unused license and 
registration fees be paid on the lemon car. Under present law, taxes 
and fees paid on the purchase of a new car are not refunded when the 
manufacturer buys a lemon back. 

AB 3611 will be heard next in the Assembly Ways and Means Committee. 

I 
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NEWS. FROM ASSEMBLYWOMAN 

CONTACT: CASS LUKE April 8, 1506 
(818) 442-9100 FOR IMflEDIATE RELEASE 

Legislation to provide additional protection to new car buyers 

by strengthening California's " Lemon Law" was unanimously passed by the 

Assembly Consumer Protection Committee. 

Assemblywoman Sally Tanner ( D-E1 Monte) who authored the original 

"Lemon Law" explained that the amendments she submitted are designed to 

eradicate some of the inequities that became evident after the law was 

originally enacted in 1982. 

Mrs. Tanner said that one of the major complaints she received about 

the law was the ineffectiveness of the dispute resolution process. "Many 

consumers felt that they were not being treated fairly by the arbitration 

boards because the boards' are financed by the auto manufacturer." Tanner 

added that in many cases the arbitration boards failed to decide disputes 

in a timely manner and the decisions do not often provide fair and 

reasonable reimbursement when a manufacturer buys a lemon back. 

"AB 3611 puts more teeth into the consumers ability to deal with a 

lemon car," the Assemblywoman stated. " The original " Lemon Law" was 

the first of its kind to give the consumer a viable recourse to dealing 

.with the purchase of a defective, unsafe car. The amendments. I 

introduced will strengthen the law and make it more effective for the 

California - consumer •" 

Assembly bill 3611 has the following key provisions: 1084
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FOR IMNEDIATE RELEASE  
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eradicate some of the inequities that became evident after the law was 

originally enacted in 1982. 
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the law was the ineffectiveness of the dispute resolution process. "Many 

consumers felt that they were not being treated fairly by .the arbitration 
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added that in many 

in a timely manner 

boards' are financed by the auto manufacturer." Tanner 

cases the arbitration boards failed to decide disputes 

and the decisions do not often provide fair and 

reasonable reimbursement when a manufacturer buys a lemon back. 

"AB 3611 puts more teeth into the consumers ability to deal with a 

lemon car," the Assemblywoman stated. " The original " Lemon Law" was 

the first of its kind to give the consumer a viable recourse to dealing 

.with the purchase of a defective, unsafe car. The amendments. I * 

introduced will strengthen the law and make it more effective for the 

California consumer •" 

Assembly bill 3611 has the following key provisions: 

--requires that the auto manufacturer-run arbitration boards must be 
certifid by the state as meeting the requirements of state law and 
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--allows the New Motor Vehicle Board to designate a certified arbitration 
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proess if the manufacturer does not have one 

--gives the consumer the option of replacement or refund when his or her 
car is found to be a lemon 

--requires that the refund include the sales tax, unused license and 
registration fees be paid on the lemon car. Under present law, taxes 
and fees paid on the purchase of a new car are not refunded when the 
manufacturer buys a lemon back. 

AB 3611 will be heard next in the Assembly Ways and Means Committee. 
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CONTACT: ARNIE PETERS 
(916) 445-0991 

FOR IMMEDIATE RELEASE 
FEBRUARY 20, 1986 

SALLY 
TANNER 
60th Assembly District. 

TANNER INTRODUCES NEW LEMON LAW 

Assemblywoman Sally Tanner (D-E1 Monte) today announced the 

introduction of legislation designed to provide additional 

protections to new car buyers who are sold " lemon" automobiles. 

The legislation is intended to strengthen California's " lemon 

law," originally enacted in 1982, iron out inequities that have 

become evident in the implementation of the 1982 bill, and ensure 

that owners of " lemon" cars are given a fair, impartial and 

speedy hearing on their complaints against auto manufacturers. 

"In the two and one half years since the first ' lemon law' 

went into effect," Tanner said, " I have received numerous 

complaints from new car buyers about the operation of the law. 

Many persons who are sold ' lemons' have complained that they have 

not been treated fairly by the auto manufacturers. Much of the 

trouble appears to stem from the fact that the. ' lemon' car 

dispute resolution process, which is administered by arbitration 

boards financed by the auto manufacturers, is not run 

impartially. The arbitration boards fail to decide disputes in a 

timely manner and the decisions often do not provide fair and 

reasonable reimbursement when a manufacturer buys a ' lemon' back 

from the purchaser." 

The legislation introduced today, Assembly Bill 3611, has the 

following key provisions: 

- Requires that auto manufacturer-run arbitration boards must 

be certified by the state as meetinq the requirements of 
1087
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The legislation introduced today, Assembly Bill 3611, has the 

following key provisions: 

- Requires that auto manufacturer-run arbitration boards must 

be certified by the state as meeting the requirements of 

state law and federal regulations. 
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- Requires that the California New Motor Vehicle Board 

establish a state-run arbitration process to hear " lemon" 

cases. 

- Gives the consumer the choice of submitting a " lemon" car 

dispute to either the state-run or the manufacturer-run 

arbitration process. 

- Gives the consumer the option of replacement or refund when 

his or her car is found to be a " lemon." 

- Requires that refunds include the sales tax, license and 

registration fees paid on the " lemon" car. On the average 

new automobile, sales tax and license fees amount to $ 800 - 

$1,000. Under the present law, taxes and fees paid on the 

purchase of a new care are not refunded when the 

manufacturer buys a " lemon" back. 

"I believe" Assemblywoman Tanner said, " that these revisions 

to the original " lemon law" will give the consumer a fairer shake 

than he or she presently gets. I expect a hard fight on this 

bill but I also expect that the bill will become law. The issue 

is nothing more than fairness. The buyer of a defective 

automobile should get a speedy and impartial hearing when the car 

performs like a " lemon" and a decision should be made promptly. 

Owners of " lemon" cars should get a fair refund, including a 

refund of the sales tax and other fees they paid. Complaints 

from " lemon" car owners show that this is not happening now. 

This bill will improve the situation and give the new car buyer 

the protection he or she deserves and expects." 

4t4: End #t:4t 
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60th Assembly District. 
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not been treated fairly by the auto manufacturers. Much of the 

trouble appears to stem from the fact that the ' lemon' car 
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impartially. The arbitration boards fail to decide disputes in a 
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- Requires that the California New Motor Vehicle Board 

establish a state-run arbitration process to hear " lemon" 

cases. 

- Gives the consumer the choice of submitting a " lemon" car 

dispute to either the state-run or the manufacturer-run 

arbitration process. 

- Gives the consumer the option of replacement or refund when 

his or her car is found to be a " lemon." 

- Requires that refunds include the sales tax, license and 

registration fees paid on the " lemon" car. On the average 

new automobile, sales tax and license fees amount to $ 800 - 

$1,000. Under the present law, taxes and fees paid on the 

purchase of a new care are not refunded when the 

manufacturer buys a " lemon" back. 

"I believe" Assemblywoman Tanner said, " that these revisions 

to the original " lemon law" will give the consumer a fairer shake 

than he or she presently gets. I expect a hard fight on this 

bill but I also expect that the bill will become law. The issue 

is nothing more than fairness. The buyer of a defective 

automobile should get a speedy and impartial hearing when the car 

performs like a " lemon" and a decision should be made promptly. 

Owners of " lemon" cars should get a fair refund, including a 

refund of the sales tax and other fees they paid. Complaints 

from " lemon" car owners show that this is not happening now. 

This bill will improve the situation and give the new car buyer 

the protection he or she deserves and expects." 

** End 444t 
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FOR IMMEDIATE RELEASE 
FEBRUARY 20, 1986 

CONTACT: ARNIE PETERS 
(916) 445-0991 

NEWS FROM ASSEMBLYWOMAN 

SALLY 
TANNER 
60th Assembly District. 

TANNER INTRODUCES NEW LEMON LAW 

Assemblywoman Sally Tanner (D-El Monte) today announced the 

introduction of legislation designed to provide additional 

protections to new car buyers who are sold " lemon" automobiles. 

The legislation is intended to strengthen California's " lemon 

law," originally enacted in 1982, iron out inequities that have 

become evident in the implementation of the 1982 bill, and ensure 

that owners of " lemon" cars are given a fair, impartial and 

speedy hearing on their complaints against auto manufacturers. 

"In the two and one half years since the first ' lemon law' 

went into effect," Tanner said, " I have received numerous 

complaints from new car buyers about the operation of the law. 

Many persons who are sold ' lemons' have complained that they have 

not been treated fairly by the auto manufacturers. Much of the 

trouble appears to stem from the fact that the ' lemon' car 

dispute resolution process, which is administered by arbitration 

boards financed by the auto manufacturers, is not run 

impartially. The arbitration boards fail to decide disputes in a 

timely manner and the decisions often do not provide fair and 

reasonable reimbursement when a manufacturer buys a ' lemon' back 

from the purchaser." 

The legislation introduced today, Assembly Bill 3611, has the 

following key provisions: 

- Requires that auto manufacturer-run arbitration boards must 

c.-i i- *ha afA*o mcc*inci the reauirements of 
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complaints from new car buyers about the operation of the law. 
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not been treated fairly by the auto manufacturers. Much of the 

trouble appears to stem from the fact that the ' lemon' car 

dispute resolution process, which is administered by arbitration 

boards financed by the auto manufacturers, is not run 

impartially. The arbitration boards fail to decide disputes in a 

timely manner and the decisions often do not provide fair and 

reasonable reimbursement when a manufacturer buys a ' lemon' back 

from the purchaser." 

The legislation introduced today, Assembly Bill 3611, has the 

following key provisions: 

- Requires that auto manufacturer-run arbitration boards must 

be certified by the state as meeting the requirements of 

state law and federal regulations. 

SACRAMENTO ADDRESS 
State Capitol 
Sacramento, CA 95814 
(916) 445-7783 

DISTRICT ADDRESS 
11100 Valley Boulevard, No. 106 
El Monte, CA 91731 
(213) 442-9100 1094



-2--

- Requires that the California New Motor Vehicle .Board 

establish a state-run arbitration process to hear " lemon" 

cases. 

- Gives the consumer the choice of submitting a " lemon" car 

dispute to either the state-run or the manufacturer-run 

arbitration process. 

- Gives the consumer the option of replacement or refund when 

his or her car is found to be a " lemon." 

- Requires that refunds include the sales tax, license and 

registration fees paid on the " lemon" car. On the average 

new automobile, sales tax and license fees amount to $ 800 - 

$1,000. Under the present law, taxes and fees paid on the 

purchase of a new care are not refunded when the 

manufacturer buys a " lemon" back. 

"I believe" Assemblywoman Tanner said, " that these revisions 

to the original " lemon law" will give the consumer a fairer shake 

than he or she presently gets. I expect a hard fight on this 

bill but I also expect that the bill will become law. The issue 

is nothing more than fairness. The buyer of a defective 

automobile should get a speedy and impartial hearing when the car 

performs like a " lemon" and a decision should be made promptly. 

Owners of " lemon" cars should get a fair refund, including a 

refund of the sales tax and other fees they paid. Complaints 

from " lemon" car owners show that this is not happening now. 

This bill will improve the situation and give the new car buyer 

the protection he or she deserves and expects." 

#:fl: End 4fl• 
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April 8, 15816 
FOR INiiEDIATE RELEASE 

CONTACT: CASS LUKE 
(818) 442-9100 

NEWS FROM ASSEMBLYWOMAN 

Legislation to provide additional protection to new car buyers 

by strengthening California's " Lemon Law" was unanimously passed by the 

Assembly Consumer Protection Committee. 

Assemblywoman Sally Tanner ( D-El Monte) who authored the original 

"Lemon Law" explained that the amendments she submitted are designed to 

eradicate some of the inequities that became evident after the law was 

originally enacted in 1982. 

Mrs. Tanner said that one of the major complaints she received about 

the law was the ineffectiveness of the dispute resolution process. "Many 

consumers felt that they were not being treated fairly by .the arbitration 

boards because the boardsàre financed by the auto manufacturer." Tanner 

added that in many cases the arbitration boards failed to decide disputes 

in a timely manner and the decisions do not often provide fair and 
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proäess if the manufacturer does not have one 

--giires the consumer the option of replacement or refund when his or her 
car is found to be a lemon 

--requires that the refund include the sales tax, unused license and 
registration fees be paid on the lemon car. Under present law, taxes 
and fees paid on the purchase of a new car are not refunded when the 
manufacturer buys a lemon back. 

AB 3611 will be heard next in the Assembly Ways and Means Committee. 
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--gires the consumer the option of replacement or refund when his or her 
car is found to be a lemon 
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Capitol Report   

Assemblymen 
fume as senator 
hurries voting.. 
By Thorne Gray 
and Jeff Rabin 
Bee Capitol Bureau 

The chairman of the Senate Ap-
propriations Committee on Thurs-
day angered Assembly Democrats 
- one of whom called him an "out-
rageous man" - and threatened to 
delay a timely adjournment of the 
1985-86 legislative session next 
week. 

Within minutes after the Senate 
committee unleashed a flood of 6? 
long-stalled Assembly bills but held 
up dozens of others, Assembly 
Speaker Willie Brown, D-San Fran-
cisco, ordered an Assembly Ways 
and Means Committee meeting post-
poned at least until Monday, bottling 
up more than 75 Senate bills. 
The Legislature had planned to 

wind up the work of its two-year ses-
sion next Friday, but Brown told As-
sembly members to be prepared to 
work the subsequent Saturday and 
Sunday because of the delay. 
The Assembly retaliation oc-

curred after Sen. Daniel Boatwright, 
D-Concord, the Senate committee's 
chairman, offended Assembly mem-
bers and ordered votes on dozens of 
bills without any further hearing 
from lobbyists or even from authors. 

"I'm sure the leadership will dis-
cuss the entirety of the actions that 
will be forthcoming over the next 
several days as we move toward the 
end of the session and I'm sure Sena-
tor Boatwright's name will be on the 
agenda," Brown said. 
Brown said hwould "try to avoid 

wars at all costs" with the Senate and 
told reporters, "I'm sure that Senator 
Boatwright is not attempting to be, 
arbitrary. He must have some justifi-
cation for his conduct 

- "Senator Boatwright is almost as 
conservative on spending matters as 
(Assembly Republican leader) Pat 
Nolan. That may be what drives and 
what motivates him." 
Whatever his motivation, Boat-

wright angered some key Brown al-
lies, in the course of a daylong final 
Appropriations Committee hearing --

licly order Assemblyman Elihu Har-
ris, D-Oakland, off the dais, dressing 
down Harris for lobbying committee 
members during a vote. 
"He won't even let the committee 

members get notes from their own 
staffs," an angry Assembly member 
griped as Boatwright rebuffed a ser-
geant trying to deliver a note. 

In an hour of final action on bills, 
the Appropriations Committee with 
a single vote released 57 bills that 
have been bottled up most of the 
year under a committee rule that 
stalled bills that would cost more 
than $250,000. One lobbyist com-
plained the mass vote concealed 
where individual committee mem-
bers stood on legislation. 
The limit that had stalled the bills, 

similar to one in the Assembly, was 
imposed because of budget short-
ages and a 1979 voter-Imposed limi-
tation on state spending. 
Dozens of bills were held in com-

mittee without a vote. 
Elsewhere in the Legislature, the 

Assembly sent to the governor bills 
that would: 
• Establish health clinics at three 

junior or senior high schools for 
three years to give students informa-
tion on family planning, drug and al-
cohol abuse and suicide prevention. 
The bill, by Assemblywoman Maxine 
Waters, D-Los Angeles, won final 
passage on a bare 41-24 vote. 
• Create a $110,000 trial program 

on junior and senior high school 
campuses to improve teenagers' 
self-images and reduce dropout 
rates and teen pregnancies. The bill 
passed on a 44-21 vote after its au-
thor, Assemblywoman Teresa 
Hughes, D-Los Angeles, said a theme 
of the program is to teach students-
that most foolproof way to avoid 
teen pregnancy is to "say no to sex." 
• Prohibit teachers or other pub-

lic school employees from carrying 
stun guns for self-defense on elemen-
tary and high school campuses. The 
measure, by Assemblyman Steve 
Peace, D-Chula Vista, passed 43-23. 
• Maintain higher Medi-Cal eligi-

bltity income levei$jp  

Associated Press 
Attorney Gloria Allred had 
been called a "a slick 
butch lawyeress." 

Schmitz 
apologizes 
to feminist 
LOS ANGELES (AP) - Fem-

inist attorney Gloria Allred, de-
nounced five years ago as a 
slick butch lawyeress," won an 
apology and a $20,000 settle-
ment of her defamation suit 
Thursday from former state 
Sen. John Schmitz. 

Schmitz, who also apologized 
to Jews, homosexuals, women 
and others defamed in an infa-
mous press release, was not in 
court for the apology. 

"He's got other things to do 
that are more important," said 
his attorney, Donald Ruston. 
Asked what those were, Ruston 
said Schmitz was preparing to 
teach next month at Santiago 
College in Santa Ana. 

In the apology, read in court 
by Superior Court Judge Leon 
Savitch, Schmitz took responsi-
bility for the press release, 
written by an aide but issued on 
his official stationery. 

"I apologize to Gloria Allred 
and to all others who may have 
been wrongfully characterized, 
hurt.or harmed in any way by 
these statements," Schmitz 
wrote. 

specifically apologize to 
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By Jeff Ralmund 
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and others defamed in an infa-
mous press release, was not in 
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"He's got other things to do 
that are more important," said 
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Capitol Report 10 4 ,9 ç 

Assemblymen 
fume as senator 
hurries, voting.. 
By Thorne Gray 
and Jeff Rabin 
Bee Capitol Bureau 

The chairman of the Senate Ap-
propriations Committee on Thurs-
day angered Assembly Democrats 
- one of whom called him an "out-
rageous man" - and threatened to 
delay a timely adjournment of the 
1985-86 legislative session next 
week. 

Within minutes after the Senate 
committee unleashed a flood of 67 
long-stalled Assembly bills but held 
up dozens of others, Assembly 
Speaker Willie Brown, D-San Fran-
cisco, ordered an Assembly Ways 
and Means Committee meeting post-
poned at least until Monday, bottling 
up more than 75 Senate bills. 
The Legislature had planned to 

wind up the work of its two-year ses-
sion next Friday, but Brown told As-
sembly members to be prepared to 
work the subsequent Saturday and 
Sunday because of the delay. 
The Assembly retaliation oc-

curred after Sen. Daniel Boatwright, 
D-Concord, the Senate committee's 
chairman, offended Assembly mem-
bers and ordered votes on dozens of 
bills without any further hearing 
from lobbyists or even from authors. 

"I'm sure the leadership will dis-
cuss the entirety of the actions that 
will be forthcoming over the next 
several days as we move toward the 
end of the session and I'm sure Sena-
tor Boatwright's name will be on the 
agenda," Brown said. 
Brown said hwould "try to avoid 

wars at all costs" with the Senate and 
told reporters, "I'm sure that Senator 
Boatwright is not attempting to be 
arbitrary. He must have some justifi-
cation for his conduct. 

"Senator Boatwright is almost as 
conservative on spending matters as 
(Assembly Republican leader) Pat 
Nolan. That may be what drives and 
what motivates him." 
Whatever his motivation, Boat-

wright angered some key Brown al-
lies, in the course of a daylong final 

licly order Assemblyman Elihu Har-
ris, D-Oakland, off the dais, dressing 
down Harris for lobbying committee 
members during a vote. 
"He won't even let the committee 

members get notes from their own 
staffs," an angry Assembly member 
griped as Boatwright rebuffed a ser-
geant trying to deliver a note. 

In an hour of final action on bills, 
the Appropriations Committee with 
a single vote released 57 bills that 
have been bottled up most of the 
year under a committee rule that 
stalled bills that would cost more 
than $250,000. One lobbyist com-
plained the mass vote concealed 
where individual committee mem-
bers stood on legislation. 
The limit that had stalled the bills, 

similar to one in the Assembly, was 
imposed because of budget short-
ages and a 1979 voter-imposed limi-
tation on state spending. 
Dozens of bills were held in com-

mittee without a vote. 
Elsewhere In the Legislature, the 

Assembly sent to the governor bills 
that would: 
• Establish health clinics at three 

junior or senior high schools for 
three years to give students informa-
tion on family planning, drug and al-
cohol abuse and suicide prevention. 
The bill, by Assemblywoman Maxine 
Waters, D-Los Angeles, won final 
passage on a bare 41-24 vote. 
• Create a $110,000 trial program 

on junior and senior high school 
campuses to improve teenagers' 
self-images and reduce dropout 
rates and teen pregnancies. The bill 
passed on a 44-21 vote after its au-
thor, Assemblywoman Teresa 
Hughes, D-Los Angeles, said a theme 
of the program is to teach students 
that most foolproof way to avoid 
teen pregnancy is to "say no to sex." 
• Prohibit teachers or other pub-

lic school employees from carrying 
stun guns for self-defense on elemen-
tary and high school campuses. The 
measure, by Assemblyman Steve 
Peace, D-Chula Vista, passed 43.23. 
• Maintain higher Medi-Cal eligi-

.,_,.. 

Associated Press 
Attorney Gloria Alfred had 
been called a "a slick 
butch lawyeress." 

Schmitz 
apologizes 
to feminist 
LOS ANGELES (AP) - Fem-

inist attorney Gloria Allred, de-
nounced five years ago as a 
slick butch lawyeress," won an 
apology and a $20,000 settle-
ment of her defamation suit 
Thursday from former state 
Sen. John Schmitz. 

Schmitz, who also apologized 
to Jews, homosexuals, women 
and others defamed in an infa-
mous press release, was not in 
court for the apology. 
•"'He's got other things to do 
that are more important," said 
his attorney, Donald Ruston. 
Asked what those were, Ruston 
said Schmitz was preparing to 
teach next month at Santiago 
College in Santa Ana. 

In the apology, read in court 
by Superior Court Judge Leon 
Savitch, Schmitz took responsi-
bility for the press release, 
written by an aide but issued on 
his official stationery. 

"I apologize to Gloria Mired 
and to all others who may have 
been wrongfully characterized, 
hurt.or harmed in any way by 
these statements," Schmitz 
wrote. 

Depc 
By Jeff Rairnunt 
Bee Deputy Capitol I 
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By Thorne Gray licly order Assemblyman Elihu Har-
and Jeff Rabin ris, D-Oakland, off the dais, dressing 
Bee Capitol Bureau down Harris for lobbying committee 

The chairman of the Senate Ap- members during avote. committee 

propriations Committee on Thurs-  "He won't even let the day angered Assembly Democrats members get notes from their  own - one of whom called him an "out- staffs," an angry Assembly member 

griped as Boatwright rebuffed a ser-
rageous man" - and threatened to geant trying to deliver a note. 
delay a timely adjournment of the In an hour of final action on bills, 
1985-86 legislative session next the Appropriations Committee with 
week, a single vote released 57 bills that 

Within minutes after the Senate have been bottled up most of the 
committee unleashed a flood of 67 year under a committee rule that 
long-stalled Assembly bills but held stalled bills that would cost more 
up dozens of others, Assembly than $250,000. One lobbyist com-
Speaker Willie Brown, D-San Fran- plained the mass vote concealed 
cisco, ordered an Assembly Ways where individual committee mem-
and Means Committee meeting post- bers stood on legislation. 
poned at least until Monday, bottling The limit that had stalled the bills, 
up more than 75 Senate bills, similar to one in the Assembly, was 
The Legislature had planned to imposed because of budget short-

wind up the work of its two-year ses- ages and a 1979 voter-Imposed limi-
sion next Friday, but Brown told As- tation on state spending. 
sembly members to be prepared to Dozens of bills were held in corn-
work the subsequent Saturday and mittee without a vote. 
Sunday because of the delay. Elsewhere in the Legislature, the 
The Assembly retaliation oc- Assembly sent to the governor bills 

cuffed after Sen. Daniel Boatwrlght, that would: 
D-Concord, the Senate committee's • Establish health clinics at three 
chairman, offended Assembly mem- junior or senior high schools for 
hers and ordered votes on dozens of three years to give students informa-
bills without any further hearing tion on family planning, drug and al-
from lobbyists or even from authors. cohol abuse and suicide prevention. 

"I'm sure the leadership will dis- The bill, by Assemblywoman Maxine 
cuss the entirety of the actions that Waters, D-Los Angeles, won final 
will be forthcoming over the next passage on a bare 41-24 vote. 
several days as we move toward the • Create a $110,000 trial program 
end of the session and I'm sure Sena. on junior and senior high school 
tor Boatwnght's name will be on the campuses to improve teenagers' 
agenda," Brown said. self-images and reduce dropout 
Brown said hwould "try to avoid rates and teen pregnancies. The bill 

wars at all costs" with the Senate and passed on a 44-21 vote after its au-
told reporters, "I'm sure that Senator thor, Assemblywoman Teresa 
Boatwright is not attempting to be Hughes, D-Los Angeles, said a theme 
arbitrary. He must have some Justifi- of the program is to teach students 
cation for his conduct, that most foolproof way to avoid 

"Senator Boatwright is almost as teen pregnancy is to "say no to sex." 
conservative on spending matters as . Prohibit teachers or other pub-
(Assembly Republican leader) Pat lic school employees from carrying 
Nolan. That may be what drives and stun guns for self-defense on elemen-
what motivates him." tary and high school campuses. The 
Whatever his motivation, Boat- measure, by Assemblyman Steve 

wright angered some key Brown at- Peace, D-Chula Vista, passed 43-23. 
lies, in the course of a daylong final • Maintain higher Medi-Cal eligi-
Appropriations COmmltteeliearthg -'- mtlty- income lotl7aspm 
He told Assembly. Rules Commit- 22000 needy people would not lose 

Lo tee Chairman u apan Mi— benefits ue to- ifetwiire -Iii fëderat-' 
brae, to stop lobbying committee. law. The bill, by Assemblyman Lou, 
members at their seats on the dais, a' Papan, D-Millbrae, passed 42-30., 
common practice in all committee • Encourage water agencies 
hearings. The committee then re- throughout the state to sell their 
jected Papan's bill, a $7.5 million ad- rights to water they don't need. The 
justment for school districts with de- "water marketing" measure, by As-
dining enrollment. semblyman Richard Katz, D-Sepul-
"That's an outrageous man," veda, passed ona6-4vote. 

grpled Assemblyman NormaDWa.'..- • gMpcfwqr the state Public Utili-
tei, D-Plyniouth, after Boafi1ght 'ties CQ nnlIn. to revoke charter 
quietly ordered. iIm Ia stop bier bu certificationS fat. consistent fail-
incommte meiUbe. ' 'ure to operte fe1y. The meanure 
Moments later, Boa gftue4by Asaemhiy.wornan Gwen MaoEe. 

thcommittee loudspe passed on a 79-0 vote 

Associated Press 
Attorney Gloria Allred had 
been called a "a slick 
butch lawyeress." 

Schmitz 
apologizes 
to feminist 
LOS ANGELES (AP) - Fem-

inist attorney Gloria Allred, de-
flounced five years ago as "a 
slick butch lawyeress," won an 
apology and a $20,000 settle-
ment of her defamation suit 
Thursday from former state 
Sen. John Schmitz. 

Schmitz, who also apologized 
to Jews, homosexuals, women 
and others defamed in an infa-
mous press release, was not in 
court for the apology. 

"He's got other things to do 
that are more important," said 
his attorney, Donald Ruston. 
Asked what those were, Ruston 
said Schmitz was preparing to 
teach next month at Santiago 
College in Santa Ana. 

In the apology, read in court 
by Superior Court Judge Leon 
Savitch, Schmitz took responsi-
bility for the press release, 
written by an aide but issued on 
his official stationery. 

"I apologize to Gloria Allred 
and to all others who may have 
been wrongfully characterized, 
hurt.or harmed in any way by 
these statements," Schmitz 
wrote. 

- 01 specifically apologize to 
Gloria Allred... I have never 

.dnSidired her to be and recog-
nize that she is hot a 'slick 
butch lawyeress.'" 

Allred, who originally sued 
for $ 10 million, said she would' 
donate the $20,000 to groups in-
volved in the dispute. 
Asked if she was disappoint-

ed at Schmi4.'4 absence In, 
court, she s34,If I never sé& 
John SchmitiaaIn, it will not 
.concern nie '.. I don't blame 
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AMENDED. IN ASSEMBLY APRIL 15, 1986 

CALIFORNIA LEGISLATURE-19s5-ä6 REGULAR SESSION 

ASSEMBLY BILL No. 3611 

jPj Introdueed byy 7 0• embly Mcmbcr'Tanner Members 
,Tanner Clute, Hauser Molina, and Moore 

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

February 20, 1986 

• An act to amen. ection 93.2 of he Civil Code, 'to athL 
aLins 690Ll J l090il Rvnu Tan&i 

and to amend Section 3050 o and to add SectionY3050.7, 
05 30.8,3050.9,3050.9 and 4flfl ito, the Vehicle Code, relating 

-' to, vehicles, and making an appropr\iation therefor. 

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 must 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 rcimburcmcnt restitution, as described, in the bill, is in the 
buyer.'. The bill would also require, the New Motor Vehicle 

' Board to certify , arbitration processes. aftd to providc 
arbitration it3c1f for disputes' relating to warranties. The bill 
would authorize require the board to establish filing fees for 
.eases whew the board it3cg. arbitrates diputc3aid authorizc 
•the boat to.-or a party . e pay the ether party' filing fees. 
under- speeified circumtancc3 the certification of arbitration 

••_1 processes. . . . , . •. .. 

• The bill also requires the department to make a 

Corrected 5-12-86---See last page. . •; •,:• :•; '' 98 50 
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rnburscmont refund of prorated registration and license 
s for vehicles for which a manufacturer provides to the 
er a replacement or reimbursement restitution, as 
cified, and thereby makes an appropriation of amounts 
essary to pay those claims. The bill also requires the State 
ird ofEqualization to refund sales tax to the manufacturers 
vehicles for which the manufacturer provides a 

lacement or makes restitution and, thereby, makes an 
ropriation of amounts necessary to pay those claims. 
tote: majority %. Appropriation: yes. Fiscal committee: 
;. State-mandated local program: no. 

The people of the State of C1ifornia do enact as follows: 

SECTION 1., Section 1793.2 of the Civil Code is 
amended to read:' 

1793.2. (a) Every manufacturer of consumer goods 
sold in this state and for which the manufacturer has 
made an express warranty shall: 

(1) Maintain in this state sufficient service and repair 
facilities reasonably close to all areas where its consumer 
goods are sold to carry out the terms of such warranties 
or designate and authorize in this state as service and 
repair facilities independent repair or service facilities 
reasonably close to all areas where its consumer goods are 
sold to carry out the terms of such warranties. 
As a means of complying with paragraph -(4+ of this 

subdivision, a manufacturer shall be permitted #e enter 
this paragraph, a manufacturer may enter into warranty 
service contracts with independent service and repair 
facilities. The warranty service contracts may provide for 
a fixed schedule of rates to be charged for warranty 
service or warranty repair work, however, the rates fixed 
by such contracts shall be in conformity with the 
requirements of subdivision (c) of Section 1793.3. The 
rates established pursuant to subdivision (c) of Section 
1793.3, between the manufacturer and the independent 
service and repair facility, shall not preclude a good-faith 
discount which is reasonably related to reduced credit 
and general overhead cost factors arising from the 

( 

( 

( 

• • 

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 41+ of #Me subdivision, be subject 40 the provisions of (1), 
8 be subject to Section 1793.5. 
9 (b) Where such 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 most 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 40 extend this 30-day 
20 requirement. Where such delay arises, conforming goods 
21 shall be tendered as soon as possible following 
22 termination of the condition giving rise to the delay. 
23 4:e)- 1 shall be the duty of the buyer to 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, such delivery cannot reasonably be 
29 accomplished. .Should 4he buyer be unable to cffcct 
30 return of If the buyer cannot return the nonconforming 
31 goods for any of the above reasons, 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 such 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. 

AB 3611 
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All reasonable costs of transpo . r g the goods when ; 
pur3ua.nt to the above, a buyer is . - - to cffcct return 
a buyer cannot return them shall be at the 
manufacturer's expense. The reasonable costs of 
transporting nonconforming goods after delivery to the 
service and repair facility until return of the goods to the 
buyer shall be at the manufacturer's expense. 

(d) ( 1) Except as provided in paragraph (2), should 
if the manufacturer or its representative in this state be 
unable te does not service or repair the goods to conform 
to the applicable express warranties after a reasonable 
number of attempts, the manufacturer shall either 
replace the goods or reimburse the buyer in an amount 
equal to the purchase price paid by the buyer, less that 
amount directiv attrbat&leo use  

- e nonconformity. 
iilacturer or iTflepresentative in this 

state is unable to service or repair a new motor vehicle, 
as that term is defined in subparagraph (B) of paragraph 
(4) of subdivision (e), to conform to the applicable 
express warranties after a reasonable number of 
attempts, the manufacturer shall, at the option of the 
buyer, either promptly replace the new motor vehicle in 
accordance with subparagraph (A) or promptly make 
restitution to the buyer in accordance with subparagraph 
(B). 

(A) When the buyer exercises the option of 
replacement, the manufacturer shall replace the buyer's 
vehicle with a new motor vehicle substantially identical 
to the vehicle replaced. The manufacturer shall bear the 
burden of any increase in the price of the replacement 
over the price of the vehicle replaced. The replacement 
vehicle shall be accompanied by all express and implied 
warranties that normally accompany new motor vehicles 
of that specific kind. The manufacturer also shall pay for, 
or to, the buyer the amount of any sales tax, license fees, 
registration fees, and other official fees which the buyer 
is obligated to pay in connection with the replacement.. 

(B) When the buyer exercises the option of ( 
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.'1 
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), 
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 
36 
37 stw€44eli thb4 se-i.h4 U 
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 
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description of its operation and effect, the presumption ( 
in paragraph ( 1) may not be asserted by the buyer until 
after the buyer has initially resorted to the third party 
process as required in paragraph (3). Notification of the 
availability of the third party process is not timely if the 
buyer suffers any prejudice resulting from any delay in 
giving the notification. If a qualified third party dispute 
resolution process does not exist, or if the buyer is 
dissatisfied with the third party decision, or if the 
manufacturer or its agent neglects to promptly fulfill the 
terms of such third party decision, the buyer may assert 
the presumption provided in paragraph ( 1) in an action 
to enforce the buyer's rights under subdivision (d). The 
findings and decision of the third party shall be 
admissible in evidence in the action without further 
foundation. Any period of limitation of actions under any 
federal or California laws with respect to any person shall 
be extended for a period equal to the number of days 
between the date a complaint is filed with a third party 
dispute resolution process and the date of its decision or 
the date before which the manufacturer or its agent is 
required by the decision to fulfill its terms, whichever 
occurs later. 

(3) A qualified third party dispute resolution process 
shall be one that eemplies meets all of the following 

criteria: 
(A) Complies with the Federal Trade Commission's 

minimum requirements for informal dispute settlement 
procedures as set forth in the Commission's regulations # 
4 in Part 703 of Title 16 of Code of Federal Regulations 
P.ar-t tha4 rcndcri. 

(B) Renders decisions which are binding on the 
manufacturer if the buyer elects to, accept the decision 
that prc3crib02. 

(C) Prescribes a reasonable time, not to exceed 30 
days, within which the manufacturer or its agents must 
fulfill the ternig of those decisions ad that has. 

(D) Provides written materials to those individuals 
who conduct investigations and who make, or participate 
in making, decisions for the process which, at a minimum, ' 

( 

C 

( 

C 
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1 inciuj(e provisions of the Federal Trade Commission 
2 regulaons in Part 703 of Title 16 of the Code of Federal 
3 Regul4tions and the provisions of this chapter. 
4 (E) lRenders 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 th #1r# this chapter. 
9)*P,11 Has been certified by the New Motor Vehicle 
10 Board pursuant to subdivisionrf\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, j 
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 
29 
30 
31 
32 
33 
34 
35 
36 

Ta,n Code, to read: 
690224Jpon receipt of proof to its saisfac'tion that 

sales tax as en paid to the state onth sale of a new 
motor vehicle, d4,iat the new rntr vehicle has been 
replaced by the mantifacturewdf that the manufacturer 
has made restitution e' - e buyer, as provided by 
paragraph (2) of sup avision 1of Section 1793.2 of the 
Civil Code, thebbard shall refudthe sales tax to the' 

37 vehicle miu!acturer. The board maapt rules and 
38 regultøffs that it deems necessary or apptpriate to 
39 capt' out, facilitate compliance with, or p'ent 
40e1cumvention or evasion of; this. section. 
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C. 3. Section 10902 is added to the Revenue pd 
Taxa1iqn Code, to read: 
109024f a manufacturer of a new motpivehicle 

replaces théeiicle or makes restitution -f1 buyer, as 
provided by paragtajh (2) of subdivjsi6n (d) of Section 
1793.2 of the Civil Co€1 prior tcthe expiration of the 
registration year for which hense fee has been paid 
TI-bg-% i-h, department shaWfund. that part of the fee The,  " - r' 
which bears the sameoportion tothe total license fee 
paid as that part 9tl registration year beginning on the 
date the veh)1'1s transferred to the man iif&turer and 

n ending o.the date the registration year expires bears to 
the to ,. l4egistration year of the vehicle. The departint 
rn.. , adopt rules and regulations it deems necessary 
rh 

SEC. Section 3050 of the Vehicle Code is amended 
to readf ' 

3050. The board shall do all of the following: 
(a) ' Adopt rules and regulations in accordance with 

Chapter 3.5 (commencing with Section 11340) of Part 1 
of Division 3 of Title 2 of the Government Code 
governing such matters as are specifically committed to 
its jurisdiction. 

(b) Hear and consider, within the limitations and in 
accordance with the procedure provided, an appeal 
presented by an applicant for, or holder of, a license as a 
new motor vehicle dealer, manufacturer, manufacturer 
branch, distributor, distributor branch, or representative 
when the applicant or licensee submits an appeal 
provided for in this chapter from a decision arising out of 
the department. 

(c) Consider any matter concerning the activities or 
practices of any person applying for or holding a license 
as- a new motor vehicle dealer, manufacturer, 
manufacturer branch, distributor, distributor branch, or 
representative pursuant to Chapter 4 (commencing with 
Section 11700) of Division 5 submitted by any person. A 
member of the board- who is a new motor vehicle dealer 
may not participate in, hear, comment, advise other 
members upon, or decide any matter considered by the 

(. 

( 
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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 (commencing with Section 3060). 
30 -Ee ,- Arbitrate disputes which aric bthvcen ay buyer 
31 of it new -motor vehicle aid the new motor vehicle 
32 manufacturer, manufacturer branch, distributer; o 
33 dkitibutor branch from which the new motor vchicic was; 
34 initially acquired, where the bai3 of the dispute concern 
35 rights afforded the buyer under the, Song/Beverly 
36 Conumcr Warranty Aet (Chapter (commencing with 
37 Section 1790)- of Titic 44 of the Civil Codc). Thi2 section 
38 ihalI net be interpreted iit a rnanncr thai dcprivc3 the 

• 39 buyer of a new motor vehicle of aanyy other remedy 
40 available under ay other provision of la-A,, cxccpt that 
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a buyer of a new motor ','chicle who e1ccti to arbitrate a ( 
dispute under this ehapter holl net be entitled to a 

I second arbitration in a € uaEfied third/party dispute 
regolution process as that term is used in subdivision e* 
of Section 1793.2 of the Civil Code 

TIT o r (e) Certify that each third-party dispute resin 
process used for the arbitration of disputes pursuant to 

I paragraph (2) of subdivision (e) of Section 1793.2 of the 
) Civil Code is a qualified third-party dispute resolution 
1 process as provided in paragraph (3) of subdivision (e) of 
2 Section 1793.2 of the Civil Code. Eaeh third/party dispute 
3 fesolution process that applies for eertification shall Each 
4 new motor vehicle manufacturer, manufacturer branch, 
5 distributor, or distributor branch that utilizes a 
6 third-party dispute resolution process, and that seeks to 
7 have that process certified by the board, shall provide to 
.8 the board any and all information that the o board 
.9 determines-is necessary -oo fioaisit. Certification of 
0 any particular third-party dispute resolution process is a 
1 condition precedent to the application of paragraph (2) 
2 of subdivision (e) of Section 1793.2of the Civil Code with 
?3 respect to that process. If a manufacturer, manufacturer 
4 branch, distributor, or distributor branch does not utilize 
5 a certified third-party dispute resolution process, the 
6 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 jnitially 
31 acquired from that manufacturer, manufacturer branch, 
32 distributor, or distributor branch. The board may 

33 suspend or revoke the certification of any 
atieh 

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. & Section 30508 is added to the Vehicle Codc 

39 tepeadi ___ ____ _____ ___ 

40 3050& -(a3- Miy buyer of a new motor 'ehicle may 

( 
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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 boürd and paying the fee established 
4 under Section 305th9 The board shall net grant the 
5 request for arbitration unless the board has first done 
6 both of the following: _______ 

7 -(4* Attçmpted to resolve the dispute by informal 
8 mediation as provided in paragraph -(43-of subdivision -(e3- 

9 of8cction3050 ____ 

10 - After informal mediation, elassisfiod the buyer's 
11 position in unresolved disputes as meritorious, net 
12 meritorious, or the merit erlaek of merit of the buyers 
13 position is unable to be determined. 
14 -(b.3- The board shall net grant et request for arbitration 
15 pursuant to èubdivision -Ee3- of Section 3050 in any ease 
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 -(43- 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 ecrtiflcatiOn with respect to 
24 that buyer's arbiliralion 
25 -3- The arbitration procedures established by the 
26 beard pursuant to subdivision .(e3- of Section 3050 shall 27 eomply with a14 of the requirements of paragraph -(43- of 
28 subdivision e3. of Section 1793.2 of the Civil Code. 
29 SEC. & 
30 SEC. . Section 3050.9 is added to the Vehicle Code, 

31 torea 4 
32 3050.9. -(a3- The board shall establish a schedule of 
33 fees to be charged to fund fully the costs associated with. 
34etioft of disputes eonducted pursuant to the 
35 certification of third-party dispute resolution processes 
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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chapter . 
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( 
•(h- 1f 8ub30gu0nt to at arbitration, the board 

I determinca that the manufacturer or distributor has bccn 
unreauonable with rcpcct to a eonumor elaim brought 
purGualit to subdiviiion -(e* ef Section 305(}, the board 
may require the manufacturer or distributor to 
eimburoo the e0n3um0r fop any fees paid to the board as ' 

3a 1c3u1t of filing the rcguct for' arbitration If suboguont 
) to the arbitration of a diputc- the board 40termin03 that 
) the eerimmer's position was wholly without merit and 
[ brought it bad faith, the conrrnmor may be required to 

r'cimburc the manufacturer for any fees paid to the 
3 beard as a rc3ult of the filing of the rcguc3t for arbitration 
4 gEC. 
5 
6 torea-
7 42234.5. a manufacturer of a new moéhicIe 
8 replaces the ' cle or who makes resttftion to the 
9 buyer, as provided ." saragraph (2) ostibdivision (d) of 
0 Section 1793.2 of the Cl' . Code ior to the expiration 
1 of the registration year for •' c the license has been 
2 paid, the department shØ1 ref that part of the fee 
3 which bears the ;;Werroportion to hQtotal registration 
4 fee paid as that p he registration arbeginning on 
5 the date the vehicle is transferred to the uiufacturer 
6 and endingithe date the registration year ex31 bears 
7 to the  registration year of the vehiclesJe 
8 ent may adopt rules and regulations it dee ;I:peV& 

ssary to carry out this section. 

( 

( 

(I( 

1 
2 
3 
4 
5 
6 
7 

CORRECTIONS 

Digest—Page 2. 

Text—Page 12. 
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Author: Tanner 

WAYS AND MEANS COMMITTEE ANALYSIS  

amended: 05/19/86 Bill No.: AB 3611 

Policy Ccnimittee: Consumer Protection Vote: 5-0 

Urgency: No Hearing Date: 05/28/86 

State Mandated Local Program: No Staff Ccmients by: 

Disclaimed: Tan Higgins 

Existing law, known as the "lemon law" sich amended the Song-Beverly Warranty 
Act, establishes remedies for the consumer those newly purchased vehicle is 
substantially impaired. 

The bill provides that the option of replacement or restitution, as specified, 
is expressly with the buyer. 

This bill requires the New Motor Vehicle Board (which has auto dealers on it) 
to certify " third party" dispute resolution programs used for arbitration by 
manufacturers and consumers. The New Motor Vehicle Board will be able to 
ensure compliance with the lemon law and FIC guidelines without cost to the 
state, adding uniformity and consistency to the arbitration process. 

Note: This bill ues substantially amended, deleting provisions that created a 
state-run arbitration process. 

This bill requires manufacturers to reimburse consumers for all costs 
associated with the purchase of the automobile when restitution or replacement 
is made, including towing, transportation, prorated CMV regional costs and 
sales tax. 

This bill requires the BOE to refund the sales tax and the CMV to refund the 
prorated, unused portion of registration fees. The BOE and the CMV may adopt 
necessary rules and regulations for the purpose. 

Fiscal: 

This bill provides for the New Motor Vehicle Board to assess annual fees for 
the costs of certifying arbitration programs. The CMV and the BOE will have 

absorbable costs for refunding fees and taxes. 

TB :dj c 
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Legislative Analyst 
May 24, 1986 

ANALYSIS OF ASSEMBLY BILL NO. 3611 ( Tanner) 
As Amended in Assembly May 19, 1986 

1985-86 Session 

Fiscal Effect: 

Cost: 1. Potential cost in the range of 
$50,000 to $ 100,000 to the New 
Motor Vehicle Board to certify 
arbitration processes. Costs 
fully offset by fees charged to 
manufacturers and distributors of 
motor vehicles. 

2. Unknown absorbable costs to the 
State Board of Equalization to 
reimburse sales tax in restitution 
settlements. 

Revenue: 1. Unknown revenues generated by fees 
charged to manufacturers and 
distributors to offset program 
costs of the New Motor Vehicle 
Board. 

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

Analysis: 

This bill changes current law pertaining to 
vehicle warranty procedures. Specifically, the bill: 

• Requires the manufacturer of a motor vehicle, 
at the option of the buyer, to replace a 
defective motor vehicle or make restitution 
if the manufacturer is unable to service or 
repair the vehicle after a reasonable number 
of attempts by the buyer. 

wv
) 
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AB 3611--contd 

• Requires the New Motor Vehicle Board ( NMVB) 
to certify the arbitration processes used to 
resolve vehicle warranty disputes. 
Authorizes the board to revoke or suspend any 
arbitration process if it does not comply 
with specified standards. 

• Authorizes the board to charge fees to 
manufacturers, distributors, and their 
branches to fund the board's costs. 

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

Fiscal Effect  

Our analysis indicates that the NMVB potentially 
could incur annual costs in the range of $50,000 to 
$100,000 to certify arbitration processes. These 
costs, however, will be fully offset by fees collected 
from the manufacturers and distributors of motor 
vehicles. 

The BOE will incur unknown costs to reimburse 
the sales tax to the manufacturer in vehicle 
restitution settlements. These costs would be 
absorbable. 

Unknown revenue loss to the General Fund from 
sales tax reimbursements made to manufacturers and 
distributors of defective new motor vehicles. 

83/s8 
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Date of Hearing: April 3, 1986 AB 3611  

ASSEMBLY COMMITTEE ON CONSUMER PROTECTION 
ROBERT C. FRAZEE, Chairman 

AB 3611 (Tanner) - As Introduced: February 20, 1986 

ASSEMBLY ACTIONS: 

COMMITTEE  CON. PRO. VOTE COMMITTEE VOTE 

Ayes: Ayes: 

Nays: Nays: 

SUBJECT  

Vehicle warranties: defective (" lemon") new cars. 

DIGEST 

Existing law, the California Song-Beverly Consumer Warranty Act, generally 
provides that a manufacturer who is unable to service or repair consumer goods, 
including motor vehicles, so that they conform to the applicable express 
warranties after a reasonable number of attempts - must either replace those 
goods or reimburse the buyer in an amount equal to the purchase price, less the 
amount directly attributable to the buyer's use prior to the discovery of the 
nonconformity ( defect). 

In 1982, those provisions of the Song-Beverly Act were amended by AB 1787 
(Tanner), commonly referred to as the " lemon bill" or " lemon law." That 
legislation specified that with respect to defined new motor vehicles, a 
"reasonable number of attempts" would be presumed to be either 4 or more repair 
attempts on the same major defect or more than 30 days out of service for 
service/repair of one or more major defects, within the first year or 12,000 
miles of use. 

That bill also enacted provisions which, under specified circumstances, 
required a buyer to directly notify the manufacturer of a continuing defect and 
to utilize a dispute resolution program meeting specified minimum standards, 
prior to asserting the " lemon presumption" (4 times/30 days = "reasonable 
number of repair attempts") in a legal action to obtain a vehicle replacement 
or refund. 

This bill would amend that law and related laws to: 

- continued - 

AB 3611  
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1) Expressly provide that the vehicle buyer gets to choose whether she or he 
receives a replacement vehicle or a refund; 

2) Specifically provide, for new motor vehicles, what is included in the 
replacement option and the refund option, as follows: 

a) If a replacement vehicle is chosen by the buyer, it must be a new 
vehicle substantially identical to the vehicle replaced, accompanied 
by all normal new vehicle express and implied warranties. The 
manufacturer must bear the cost of any vehicle price increases and any 
sales tax, license and registration fees incurred as a result of the 
replacement. 

b) If a refund is chosen by the buyer, it must consist of the full 
contract price paid or payable by the buyer, together with charges for 
transportation, installed options, sales tax, and license, 
registration and other official fees - less the amount directly 
attributable to a buyer's use of the defective vehicle prior to 
discovery of the defect. 

3) Add statutory provisions to require the Board of Equalization and the 
Department of Motor Vehicles to refund the sales tax and the unused 
portion ( pro rata) of the vehicle registration and license fees, 
respectively, to a manufacturer who has either replaced the vehicle or 
made the refund provided for under the bill's new warranty law provisions. 
The bill's provisions would also authorize both the Board and the 
Department to adopt whatever rules and regulations they deem necessary or 
appropriate to carry out these refund requirements. 

4) Require the California New Motor Vehicle Board to certify each dispute 
resolution process used to arbitrate " lemon" vehicle disputes as complying 
with the state's prescribed minimum standards before that process could be 
used to fulfill the requirement for its use under the " lemon" law's 
provisions. The dispute resolution process would be required to provide 
the Board with any information the Board deemed necessary in order for it 
to perform its certification responsibility. The bill's provisions would 
permit the Board to suspend or revoke its certification when it determines 
a process does not comply with the state's minimum standards. 

5) Require the NeW.Motor Vehicleoard to • rovis arbitration itself, which 
ds for reso vi ' aisputes arising between 

a new motor vehic - purchaser and'4ts manufactur- , or distributor. 
Provide that this s.te arbitration'ovision does iot limit any of the 
buyer's other legal medies except tht,the buyer is •st entitled to a 
second qualified arbit : tion. 

meets the state"s minimum stan 

- continued - 
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6) Provide that a new motor v- ide buyer may'request formal arbitration of 
vehicle disputes with m. ufacturers by ,the New Motor Vehicle Board and 
that specified condit ens must be met/prior to the Board's granting of an 
arbitration request 

7) Authorize the New Motor Vehicle Board to establish filing fees for cases 
when the Board arbitrates disputes, including a fixed annual fee to be 
charged to the Board's regulated vehicle manufacturers and distributors. 
Also, authorize the Board to order a party to a state arbitration to pay 
the other party's filing fees under specified circumstances. 

8) Amend the definition of a " new motor vehicle" which is covered by the 
"lemon law", to specifically include dealer-owned vehicles and 
"demonstrators" sold with a manufacturers' new car warranties, and to 
substitute a more specific definition for excluded "off-road" vehicles. 

FISCAL EFFECT  

Unknown. This is a fiscal  
refunds and pro-rata ref 
registration fees, an 
Vehicle Board. The 
$610,001) with an 
Board expects t 
from its regu 
conducting 

mmittee measut 
s of unused 

or certificati 
oard estimates. 

going $649,00 
fund these co 

ted manufact 
itrations. 

• The bill provides for sales tax 
tions of vehicle license and 

h and arbitration by the New Motor 
irst year start-up costs of approximately 

perational cost per year thereafter. The 
s through its authority to assess annual fees 

rs and distributors and the filing fees for 

STAFF COMMENTS  

1) This bill is sponsored by its author to strengthen existing " lemon" law 
protections, to eliminate inequities that have occurred from that law's 
implementation and to ensure that owners of seriously defective new cars 
can obtain a fair, impartial and speedy hearing on their complaints. 

The bill is supported by the Consumer Federation of California, Consumers 
Union, California Public Interest Research Group ( Cal PIRG), the San 
Francisco District Attorney, a member of the State Board of Equalization, 
the New Motor Vehicle Board, and several consumers and attorneys. 

The author and proponents state that since the effective date of the " lemon" 
law over 3 years ago, there have been numerous complaints from new car buyers 
concerning its implementation. While these complaints reflect continued 

- continued - 
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dissatisfaction with the manufacturer's own resolution of disputes regarding 
defective new vehicles, they have also alleged that the dispute resolution 
programs financed by the manufacturers are not operated impartially. Consumers 
have complained of: long delays in obtaining a hearing ( beyond the prescribed 
40-60 day time limit); unequal access to the arbitration process; unreasonable 
decisions that do not appear to even acknowledge the existence of, much less 
use, the " lemon" law's provisions or provide an adequate amount of 
reimbursement even when a refund decision is ordered. 

2) The bill is opposed by Ford Motor Company, Chrysler Corporation, the 
Automobile Importers of America, the Motor Vehicle Manufacturers 
Association and the Recreational Vehicle Industry Association. 

Opponents of the bill state that the number of consumers dissatisfied with 
the current arbitration processes is small relative to the number of 
arbitrations. They argue that the manufacturers have invested a large 
amount of money to adequately fund these arbitration processes, that they 
comply with the state's prescribed standards, that they feel the programs 
are working very well and that if additional refinements are needed that 
they are willing to work cooperatively to that end. 

In particular, the opponents question the need for a state-operated 
arbitration option, as provided for in the bill. They argue that in the 
two other states which have state arbitration provisions ( Connecticut and 
Texas) there are serious backlogs, supporting their view that the state is 
ill-equipped to perform this role. They also contend that having a state 
arbitration alternative which will be paid for by manufacturers, will be a 
disincentive for the continued operation of the programs they currently 
finance. 

Jay J. DeFuria 
324-2721 
aconpro 

AB 3611 
Page 4 
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Bill No.: AB 3611 

Recat1Tteration: 

Do pass consent. 
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ASSEMBLY THIRD READING 

AB 36.11: (:Tanner-) AS:: .Athdeth: May: 19 •J986 

ASSEMBLY ACTIONS: 

COMMITTEE  CON. PRO.  VOTE  5-0  COMMITTEE  W. & M. VOTE  20-1 

Ayes: Ayes: Vasconcellos, Baker, Agnos, 
Bader, Calderon, Connelly, Eaves, 
Herger, Hill, Isenberg, Johnson, 
Johnston, Leonard, Lewis, 
Margolin, McClintock, O'Connell, 
Peace, Roos, M. Waters 

Nays: Nays: D. Brown 

DIGEST  

Existing law generally provides that a manufacturer who is unable to service or 
repair consumer goods, including motor vehicles, so that they conform to the 
applicable express warranties after a reasonable number of attempts - must 
either replace those goods or reimburse the buyer in an amount equal to the 
purchase price, less the amount directly attributable to the buyer's use prior 
to the discovery of the nonconformity (defect). 

In 1982, the law was amended by AB 1787 (Tanner), commonly referred to as the 
"lemon" bill or " lemon" law. That legislation specifies that for new motor 
vehicles, a " reasonable number of attempts" is presumed to be either four or 
more repair attempts on the same major defect or more than 30 days out of 
service for service/repair of one or more major defects, within the first year 
or 12,000 miles of use. 

That law also contains provisions which, under specified circumstances, require 
a buyer to notify the manufacturer directly of a continuing defect and to use a 
dispute resolution program meeting specified minimum standards, prior to 
asserting the " lemon presumption" (4 times/30 days = "reasonable number of 
repair attempts") in a legal action to obtain a vehicle replacement or refund. 

This bill amends that law and related laws to: 

1) Amend the definition of a " new motor vehicle" which is covered by the 
"lemon" law, to specifically include a dealer-owned vehicle and a 
"demonstrator" or other vehicle that is sold with a manufacturer's new car 
warranty, and to substitute a more specific definition for excluded 
off-road and commercial vehicles. 

- continued - 
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2) Clarify that the vehicle buyer may assert the " lemon presumption" in any 
civil action, small claims court action or other formal or informal 
proceeding. 

3) Expressly provide that the vehicle buyer has the choice of whether she or 
he receives a replacement vehicle or a refund for a defective " lemon" 
vehicle. 

4) Specifically provide, for new motor vehicles, what is included in the 
replacement option and the refund option, as follows: 

a) If a replacement vehicle is chosen by the buyer, it must be a new 
vehicle substantially identical to the vehicle replaced, accompanied 
by all normal new vehicle express and implied warranties. The 
manufacturer must bear the cost of any vehicle price increases, any 
sales tax, license and registration fees incurred as a result of the 
replacement and any incidental damages to which the buyer is entitled 
under the law, such as reasonable repair, towing and rental car costs 
actually incurred by the buyer. 

b) If a refund is chosen by the buyer, it must consist of the full 
contract price paid or payable by the buyer, as well as charges for 
transportation, installed options, sales tax, license, registration 
and other official fees, and specified incidental damages, such as 
reasonable repair, towing or rental car costs actually incurred by the 
buyer - less the amount directly attributable to the buyer's use of 
the defective vehicle prior to discovery of the defect. 

5) Require that the dispute resolution programs: 

a) Provide the provisions of California's " lemon" law and the provisions 
of federal law which govern the operation of such programs to dispute 
decisionmakers. 

b) Render decisions which incorporate consideration of those provisions. 

c) Provide for an inspection and report on a vehicle by an independent 
expert at no cost to the buyer, when such is requested by a majority 
of the program's decisionmakers. 

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

7) Authorize the Board of Equalization to adopt whatever rules and 
regulations it deems necessary or appropriate to carry out this 
reimbursement requirement. 

- continued - 
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8) Require the California New Motor Vehicle Board ( NMVB) to certify each 
dispute resolution program that is used to arbitrate " lemon" vehicle 
disputes as complying with the state's prescribed minimum standards prior 
to that program's use. 

9) Require the NMVB to designate a certified dispute process to arbitrate 
lemon" disputes if the manufacturer or distributor does not use one 

itself. 

10) Permit the NMVB to suspend or revoke its certification when it determines 
a program does not comply with the state's minimum standards. 

11) Require a vehicle manufacturer or distributor that uses a dispute 
resolution program and seeks to have it certified to provide the NMVB with 
any information the NMVB deems necessary in order for it to perform its 
certification responsibility. 

FISCAL EFFECT  

According to the Legislative Analyst, this bill will result in: 

Cost: 1) Potential cost in the range of $50,000 to $100,000 to the NMVB 
to certify arbitration programs, fully offset by fees charged to 
vehicle manufacturers and distributors. 

2) Unknown absorbable costs to the Board of Equalization to 
reimburse sales tax amounts in restitution ( refund) settlements 
for defective vehicles. 

Revenues: 1) Unknown revenues generated by fees charged to manufacturers and 
distributors to offset program costs of the NMVB. 

2) Unknown revenue loss to the General Fund from sales tax 
reimbursements to vehicle manufacturers for restitution ( refund) 
settlements on defective vehicles. 

COMMENTS  

1) This bill is sponsored by its author to strengthen existing " lemon" law 
protections, to eliminate inequities that have occurred from that law's 
implementation and to ensure that owners of seriously defective new cars 
can obtain a fair, impartial and speedy hearing on their complaints. 

The bill is supported by the Consumer Federation of California, Consumers 
Union, California Public Interest Research Group ( Cal PIRG), the 
San Francisco District Attorney, the Board of Equalization, the New Motor 
Vehicle Board, and several consumers and attorneys. 

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

2) The bill is opposed by Chrysler Corporation and the Automobile Importers of 
America ( AlA). 

Opponents of the bill state that the number of consumers dissatisfied with 
the current arbitration processes is small relative to the number of 
arbitrations. They argue that the manufacturers have invested a large 
amount of money to adequately fund these arbitration processes, the 
processes comply with the state's prescribed standards, they feel the 
programs are working very well and, if additional refinements are needed, 
they are willing to work cooperatively to that end. 

Jay J. DeFuria AB 3611  
324-2721 Page 4 
6/4/86: aconpro 
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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 
1 CONSUMER PROTECTION  

-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 STRICTER 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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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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COMMENT 

1. Asserted need  

According to the sponsor, CalPIRG, 
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, CalPIRG states that when arbitration 
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 CalPIRG, 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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(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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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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Rh I ANALYSIS/ENROLLED BILL REPORT 

-Honorable Sally Tanner 
- Member of the Assembly 

State Capitol, Room 4146 
Sacramento, CA 95814 

DEPARTMENT AUTHOR BILL NUMBER 
Finance Tanner, et al. AB 3611 

SPONSORED BY RELATED BILLS AMENDMENT DATE 
As proposed 
RN 86 020241 

BILL SUMMARY 

VEHICLE WARRANTIES/"LEMON LAW" 

This bill requires the New Motor Vehicle Board ( NMVB) to certify third party 
arbitration processes that require manufacturers to replace or provide 
restitution for manufactured defective vehicles. The NMVB would be authorized 
to charge a fee for any costs incurred from the certification activity. This 
bill also requires the Board of Equalization ( BOE) to refund the sales tax 
collected on a defective vehicle. In addition, the bill creates the 
Automobile Warranty Arbitration Certification Program, as specified. 

SUMMARY OF CHANGE 

This version of the bill makes the following major changes from the previous 
analysis of May 19, 1986. 

The proposed amendments (August 11) would create the Automobile Warranty 
Arbitration Certification Program to assure the owner or lessee of a new motor 
vehicle is covered by a new motor vehicle warranty or service contract as 
specified. In addition, this amendment requires that all expenses, salaries, 
and other costs incurred or sustained to administer the program be paid out of 
the Automobile Warranty Arbitration Program Certification Fund, which would be 
created if this legislation is enacted. 

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

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

Type  RV FC 1986-87 FC 1987-88 FC 1988-89 Fund 

0860/Bd. of Equal SO S $.5 S $1 S $1 001/Gen. 
1149/Retail Sales 

and Use Taxes  No Fiscal Impact  001/Gen. 
1150/Automotive 

Repair SO C 40 C 80 C 80 008/A WAPCF 
2740/Motor Vehicles SO  No Fiscal Impact  054/NMVB 

ANALYSIS 

A. Specific Findings 

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

(Continued) 

POSITION: 
Neutral 

Department Director Date 

incipal Analyst s Date Program Budget Manager Date Governor's Office  
Position noted 
Position approved 
Position disapproved 
by: date: 

Form DF-43 ( Rev 03/86 500 Bu) 
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BILL ANALYSIS/ENROLLED BILL REPORT--(Continued) Form DF-43 
AUTHOR AMENDMENT DATE BILL NUMBER 

Tanner, et al. As proposed RN 86 020241 AB 3611 

ANALYSIS 

A. Specific Findings (Continued) 

This bill require the NMVB to certify to the qualification of third party 
arbitration processes that requires a manufacturer to replace or provide 
restitution for a defective vehicle. The NMVB would be authorized to 
charge a fee to cover any costs incurred. 

Under current law, the sales tax is imposed on retailers for the privilege 
of selling tangible personal property at retail. In the event that 
merchandise is returned by a customer, the retailer must refund the full 
sales price, including sales tax, to the customer. If the Board of 
Equalization ( BOE) finds that tax has been overpaid, that amount of 
overpayment is credited or refunded by the State to the retailer. 

This bill provides that the manufacturer of a new vehicle that has been 
sold at retail and found defective could seek reimbursement from the State 
for the amount of sales tax that has been paid by the purchase of that 
vehicle to a retailer, in the event that the manufacturer has replaced the 
vehicle or has made restitution to the buyer. However, the buyer may 
elect restitution in lieu of replacement and in no event shall the buyer 
be required to accept a replacement vehicle that the buyer finds 
unsatisfactory. The changes are at the request of the Board of 
Equalization as clarifying technical amendments. 

This bill would create the Automobile Warranty Arbitration Certification 
Program for the purpose of assuring the owner or lessee of a new motor 
vehicle that is covered by a new motor vehicle warranty or service 
contract is covered, as specified. 

The bill specifies that all salaries, expenses and other costs that are 
required to administer the program shall be paid from the Automobile 
Warranty Arbitration Program Certification Fund which is created for this 
purpose. 

The bill would require the Bureau of Automotive Repair to certify or 
decertify an automobile warranty arbitration program if the bureau 
determines the program does not substantially comply with specified 
criteria. 

The bill would require the bureau to monitor and inspect certified 
programs on a regular basis to determine whether the programs meet the 
certification standards as specified. 

The bill requires the bureau to provide the legislature a biennial report 
on the effectiveness of the program. 

The bill requires that the bureau, on or before June 30 of each calendar 
year, report to the New Motor Vehicle Board on each manufacturer of a new 
motor vehicle sold, leased, or otherwise distributed in this state. 

(Continued) 
CJ:PH/0039A/0529C2 
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BILL ANALYSIS/ENROLLED BILL REPORT--(Continued) Form DF-43 
AUTHOR AMENDMENT DATE BILL NUMBER 

Tanner, et al. As proposed RN 86 020241 AB 3611 

ANALYSIS 

A. Specific Findings ( Continued) 

The bill would require the board to administer the collection of fees to 
be paid for the purpose of this program. All fees collected will be 
deposited into the special fund. 

Offering a sales tax refund to the manufacturer as proposed by the bill 
could diverge from the basic foundation of the sales tax that it is 
imposed on the retailer. 

B. Fiscal Analysis 

According to the Department of Motor Vehicles ( 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 abased on the number of serious 
complaints received by the Department of Consumer Affairs 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 money 
refunded offsets the sales tax previously collected and remitted to the 
BOE by the dealers. 

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. 

According to the Bureau of Automotive Repair, it will require 2 positions 
and approximately $80,000 annually to implement this bill. However, there 
are no funds appropriated in the bill for this purpose. 

C3 : PH/0039A/0529C3 
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)EPARTMENT;. AUTHQR'.-f...BILL.NUMBER 
lnance Tanner, et aTAB 3611 

tionoraUe aIJ ianner 

Membet & thêmbjy 
state Cap ito I Room 4146 
Sacramento CA 95814-, 

MEN NT 
As proposed 
RW86'O21015 

ILL. SUMMA 

SP4M 
--------------------------------------------- 

This bill requires the Bureau of- Automotive Repair kBAR) to certify third 
party arbitration processes that require manufacturers to replace or provide 
restitution for manufactured defective, yeh1c1es';: The- -New Motor Vehi cli Board' 
(NMVB) would be authorized to charge :.a fee ' for any. costs  tncurred 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 bifl contains no approprIatIqn. 

'SIJIIMARY.QF cOMMENTS 

This bill improves remedies available to dissatisfied new car buyers 
current law at nominal increase'in.costso,the,state. ' 

under' 

FISCAL SUMMARY--STATE LEVEL. 
So   

Code/Department.. ' L'A,.1-, 
AgeAcy, or Revenue ' cO ' 

'Type  ', ' :RV Fl 

0860/Sd. of,Equa,1 " SO ''S 
1149/Retail 'Sales 

and Use Taxes 
1150/BAR •, SO 'C 
2740/Motor Vehicles RV U 
2140/Motor Vehities ' SO 

Fiscal lmpact by'Flscal Year' 
(Dollar,s in. Thousands.) 

1986-87  
1 '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 

150 ' U 300 499/AWAPCF 
 No Fiscal Impact  054/NMVB 

ANALYSIS  

.:A'. :Specujfj.c'flnd.j flgs 

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 o-f Consumer 

'Affa1rs '( DCA) Is required to enforce and',:admlnister the rAutornotive 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'mótor vehicle 'and thernanufacturer or, distributor. 

Y(Cont1nued) 

POSITION.: 
utr4'1 

-' - - 

Department Di rector ':Date-

)Principal Analyst . Date 

22A ôhen. 

'CJ:PH/O039AfO59C-1: 
BILL ANALYSIS/ENROLLED BILL REPORT 

:Program Budget Manager :DateGove.rnor'-s Office  
t,.fenus S4ncell Position noted 

Position approved 
Position d'I sapproved  
by' 

•Form'DF-43.'(Rev3'/86 500 Bu):. 1142



AUTHOR AMENDMENT DATE 

Tanner, et al. 

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

As proposed RN 86 021015 AB 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. 

AB 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 DMV for the issuance or renewal of a license 
to do business. 

AB 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) 
CJ : PH/0039A/0529C2 
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BILL ANALYSIS/ENROLLED BILL REPORT--(Continued) Form DF-43 
AUTHOR AMENDMENT DATE - 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. 

CJ : PH/0039A/0529C3 
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A E A. E. Davis and Company a 7' 
925 L Street, Suite 390 • Sacramento, CA 95814 • (916) 441-4140 

 1 

August 18, 1986 

Sally Tanner 
Member of the2ssb1y 
State Capitol - Roan 4146 
Sacramento, C1 95814 

Dear Sally: 

Chrysler Corporation now supports your AB 3611 as you agreed to amend it last 
Thursday. 

we appreciate your graciousness in accepting the amendments that Chrysler had 
sought. I am pleased that Alan Huss was out here last week to be able to 
articulate Chrysler's concerns that existed at that tine. 

Chrysler will be among the first to seek certification under AB 3611 and will 
continue to make its dispute resolution system the most effective in the country. 

Kindest regards, 

A. E. Davis 

cc: Members, Senate Appropriation Catiuittee 
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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 proorri 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. 

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

-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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Author: Tanner 

Appropriations Fiscal Summary 

Amended: 7/9/86 Bill #: AB 3611 
& LCR 020241 

Hearing Date: 8/11/86 

Summary Prepared by: Ed Derxnan 

Bill Summary: 

This bill creates a new Automobile Warranty Arbitration 
Certification Program, to be administered by the Bureau of 
Automotive Repair, effective 7/1/88. Program costs would be 
paid from fees imposed on inanufacutuers and distributors. The 
bill also permits a buyer to elect restitution, including fees 
and taxes paid for the vehicle, rather than replacement of a 
defective new motor vehicle. The Board of Equalization would 
reiirburse the manufacturer for the sales tax paid on such 
vehicles. 

Fiscal Impact by FisCal Year 
(Dollars in thousands) 

Department 1986-87 1987-88 1988-89 Fund 

Sales tax Unknown annual reductions General 

Revenues -- $800 annual reduction - Sn 

*New Motor Vehicle Board Account, State Transportation Fund 

CHAIRMAN'S REO1MENDTION: Amend and do pass. 

The New Motor Vehicle Board Account loss is a ccatpletely unintentional 
effect of the bill, and derives from the way the latest 
amendments were drafted. Author will propose simple 
amendments to correct the error. The sales tax reduction 
stems frm the reimbursement for returned vehicles. 
Registration and license fees would not be reimbursed to the 
manufacturer. Other costs in the bill either are absorbable 
or offset by fees. 
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