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GA-1097-F(1-74) State Board of Equalization
LEGISLATIVE BILL ANALYSIS Department of Business Taxes
Bill Number ] Date

Author Tax

Board Position ' 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.

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, 1less rehandling and
restocking costs, is refunded or credited to the customer.

Existing law also provides that the amount upon which the
tax 1is 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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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.

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 1law 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 1is required by 1law to either replace the
automobile or reimburse the purchase price 1less 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 1legal
entities.

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 Obligacioé 322{7086 May 28, 1986

Contact: Margaret Shedd Boatwrig 322-2376. 0053F
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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)

5)

6)

7)

AB 3611
Page 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. .

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. .

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.

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 inspeétion 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.

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.

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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9)

10)

11)

N’ N

AB 3611
Rage 3

Require the California New Motor Vehicle Board (NMVB) to certify each
dispute resolution program that is used to arbitrate "lemon" vehicle
disputes as comp1y1ng with the state's prescr1bed minimum standards prior
to that program’s use.

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

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

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

Acco

Cost:

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

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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Page 4

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: Tlong delays in obtaining a
hearing (beyond the prescribed 40-60 day time 1imit); 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 adeguate amount of reimbursement even when a
refund decision is ordered.

The bi1l is opposed by Chrysler Corporation and the Automobile Importers of
America (AIA). ’

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 A A « Page 4
6/4/86:aconpro
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WAYS AND MEANS COMMITTEE ANALYSIS MAY 27 I985
Author: Tanner ;. Avended: 05/19/86 Bill No.: AB 3611
Policy Cammittee: Consumer Protection ' Vote: 5-0
Urgency: No Hearing Date: 05/28/86
State Mandated Local Program: No Staff Camments by:

Disclaimed: " Tam 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 Motor Vehicle Board (which has auto dealers on it)
to certify "third party" dispute resolution programs used for arbitration by
manufacturers and 8. The New Motor Vehicle Board will be able to
ensure campliance with the lemon law and FIC guidelines without cost to the
state, adding unifomity 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 autamobile when restitution or replacement
is made, including towing, transportation, prorated DMV regional costs and
sales tax. _

This bill requires the BOE to refund the sales tax and the DMV to refund the
prorated, unused portion of registration fees. The BOE and the DMV 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 DMV and the BOE will have
absorbable costs for refunding fees and taxes.

TH:djc
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WAYS AND MEANS COMMITTEE ANALYSIS ! MAY 27 1985
Author: Tanner . Mended: 05/19/86 Bill No.: AB 3611 |
policy Committee: Consumer Protection ' Vote: 5-0
Urgency: No | Heéring Date: 05/28/86
State Mandated Local Program: - No staff écmnents by:
Disclaimed: Tam 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 Motor Vehicle Board (which has auto dealers on it)
to certify "third party" dispute resolution programs used for arbitration by
manufacturers and 8. The New Motor Vehicle Board will be able to
ensure campliance with the lemon law and FTC guidelines without cost to the
state, adding unifommity 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 autamobile when restitution or replacement
is made, including towing, transportation, prorated DMV regional costs and
sales tax. :

This bill requires the BOE to refund the sales tax and the DMV to refund the
prorated, unused portion of registration fees. The BOE and the DMV 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 DMV and the BOE will have
absorbable costs for refunding fees and taxes.

TH:djc
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Legislative Ana]ysf
‘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 Mew
Motor Vehicle Board to certify
arbitration processes. Costs
fully offset by fees charged to
manufacturers and distributors of
motor vehicles.

(98/61/5 “wy) 119¢ Qv

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:

e 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.

964



AB 3611--cpntd

o 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.

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

o 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: i 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
se:vice/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)

é)

3)

4)

5)

i A

AB 3611
Page 2

Expressly rovide that the vehicle buyer gets to choose whether she or he
receives a rep acement vehicle or a refund; '

Specifically rovide, for new motor vehicles, what is included in the
replacement opt on and the refund option, as follows:

a) If a replacement vehicle is chosen by the buyer, it must be a new
vehicTe 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.

Add statutory provisions to re uire the Board of Equalization and the
Department of Motor Vehicles to re und 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.

Re uire the California New Motor Vehicle Board to certif each dispute
reso ution process used to arbitrate "lemon" vehic sputes 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 rocess would be required to provide
the Board with any information the Boar eemed 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.

oard to provide.arbitration itself, which
disputes arising between
, or distributor.

Require the New Motor Vehicle
meets the state's minimum stan
a new motor vehicle purchaser and\jts manufactur

Buyer's other legal
second qualified arbitration.

- continued -
AB 3611
Page 2
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6) Provide that a new motor yefiicle buyer may request formal arbitration of
vehicle disputes with marufacturers by the New Motor Vehicle Board and
that specified conditifns 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 -
en t e oard 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
"emon law , to specifically include dealer-owned vehicles and
"demornstrators" sold with a manufacturers' new car warranties, and to
substitute a more specific definition for excluded "off-road" vehicles.

FISCAL EFFECT

mmittee measure. The bill provides for sales tax
s of unused pertions of vehicle license and
registration fees, andAfor certificatjon and arbitration by the New Motor
Vehicle Board. The Board estimatesAfirst year start-up costs of approximately
$610,000 with an orfaoing $649,000 0perational cost per year thereafter. The
Board expects to/fund these cgsfs through its authority to assess annual fees
from its reguldted manufactyrers and distributors and the filing fees for
conducting itrations.

Unknown. . This is a fiscal
refunds and pro-rata ref

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 bi1l 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: 1long delays in obtaining a hearing (bevond the prescribed
40-60 day time 1imit); 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
i11-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 AB 3611
324-2721 : : Page 4
aconpro
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WAYS AND MEANS COMMITTEE ANALYSIS

Author: Tanner amended: 05/19/86 Bill No.: 2B 3611
Policy Committee: Consumer Protection | Vote: 5-0

Urgency: No Hearing Date: 05/28/86

State Mandated Local Program: No Staff Camments by:

Disclaimed: Tom 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 Motor Vehicle Board (vhich 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 FTC guidelines without cost to the
state, adding unifommity 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 DMV regional costs and
sales tax. '

‘This bill requires the BOE to refund the sales tax and the DMV to refund the
prorated, unused portion of registration fees. The BOE and the DMV 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 DMV and the BOE will have
" absorbable costs for refunding fees and taxes.

TH:djc
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. Legistative Analyst
S .. May 24, 1986
~ 7 N

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. _

(98/61/5 *wy) 119¢ ay
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AB 3611--contd

® Requires the New Motor Vehicle Roard (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.

o 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 i
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) z
As Amended in Assembly May 19, 1986 0;
1985-86 Session o
Fiscal Effect: %f
Cost: Potential cost in the range of <
$50,000 to $100,000 to the New ©
Motor Vehicle Board to certify o
arbitration processes. C(Costs -
fully offset by fees charged to
manufacturers and distributors of
motor vehicles.
Unknown absorbable costs to the
State Board of Equalization to
reimburse sales tax in restitution
settlements.
Revenue: Unknown revenues generated by fees
charged to manufacturers and
distributors to offset program
costs of the New Motor Vehicle
Board.
Unknown revenue loss to the
General Fund from sales tax
reimbursements to vehicle
manufacturers.,
Analysis:
This bi11 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.

vrﬁy‘mj
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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)

2)

3)

4)

5)

AR 3611
Page 2

Expressly rovide that the vehicle buyer gets to choose whether she or he -
receives a rep acement vehicle or a refund;

Specifically rovide, for new motor vehicles, what is included in the
replacement opt on and the refund option, as follows:

a) If a replacement vehicle is chosen by the buyer, it must be a new
vehicTe 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. :

Add statutory provisions to re uire the Board of Equalization and the
Department of Motor Vehicles to re und 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.

Re uire the California New Motor Vehicle Board to certif each dispute
reso ution process used to arbitrate "lemon" vehic e sputes as complying
with the state's prescribed minimum standards before that process could be
used to fulfill the requirement for its use under the "Temon" law's
provisions. The dispute resolution rocess would be required to provide
the Board with any information the Boar eemed 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.

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 1imit 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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AB 3611
Page 3

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
"Temon 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
jmplementation 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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AB 3611
Page 4

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: 1long delays in obtaining a hearing (bevond 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 jnvested 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
i11-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 AB 3611
324-2721 Page 4
aconpro
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GA-1097-F(1-74) 2} State Board of Equalization
LEGISLATIVE BILL ANALYSIS Department of Business Taxes
Bill Number " Date

Author Tax

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.

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 1is
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 1is 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.

ve Sally an 247/



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.

Effective January 1, 1983, the Legislature amended Section
1793.2 of the Civil Code to incorporate 1legislation commonly
known as the California "Lemon Law". The 1law 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.

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 1is 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

980
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Assembly Bill 3611 ' PAGE 3
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.

e
_Analysis Prepared by: Rey Obligacion 32£-7086 March 28, 1986
Contact: Margaret Shedd Boatwright 32 -2376 . 0053F
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ASSEMBLY COMMITTEE ON CONSUMER PROTECTION

ROBERT C. FRAZEE, CHAIRMAN ;
MAR -6 G0
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4

Bill Analysis Work Sheet

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

DATE: S-S, 1986 T0: ASSEMBLYPERSON "ToZoge A LA
BILL NO.: AB 4/ HEARING DATE: %/3/8@
// /

FS“THIS - BTLL "PROPOSED - TO 'BE AMENDED?: YES ? NO

AUTHOR'S AMENDMENTS PRIOR TO HEARING:

An Author may amend a bill 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 procedure wiil 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)
YOUR OFFICE SPONSOR'S OFFICE

Arnie Peters 50991

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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The -Honorable Sally Tanner
Page two

2) -State certification-to the FTC's 703 regulations which are
curren+|y in transition.

In February, 1986, the FTC noticed-its--intent- -to-establish an
Advisory Committee to review and -revise the current 703
regulatlons 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

rules?

3) Cer?lficaflon by The New Mofor Vehicle Board

The NMVB -was- es*ablished +o arblfrafe dlspu+es be?ween aufo
manufacturers -and dealers. - Any certification by the state of
the New Car- Lemon-Law should be done by the Department of
Consumer Affalrs which- traditionally handles issues relating to
consumer protection and which Is the Department.currently
underfaking an analysls of the state's Lemon Law.

4). Manufacfurers' rebafe of new vehlcle Ilcense and reg|s+ra+lon
fees.

On pages 4 and-5, AB 3611 requires the manufacturers' to =

reimburse - the consumer for - license and regasfraflon fee I f the

buyer -elects -to have -a replacement vehicle or receive a refund-

for the vehicle.- -Your May 19 amendment remeved the opportunity
for the manufacturer to recover these fees from the Department

of Motor Vehicles.

Thls gives fhe DMV an - unfalr wlndfall because it wlll receive
addltional- 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 doilars

: per case.

These fees should be refurned Jus+ as -the sales faxes are-
refunded. -At-a minimum, -the DMV.should provide a-credit To The
consumer 1f the Department is unwilling to provide for a refund.
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AR | A.E. Davis and Comp

D 925 L Street, Suite 390 ¢ Sacramento, CA 95814 ¢ (916) 441-4140

August 18, 1986

Sally Tanner A
Member of theAssembly
State Capitol - Room 4146

to, CA 95814
Dear Sally-
Chrysler Corporatlon now supports your AB 361l as you agreed to amend it-last
Thursday.
We appreciate your graciousness in " the that Chrysler had
sought. I am pleased that Alan Huss was out here last week to be able to.
articulate Chrysler's ' that existed at that time.

Chrysler will be among the first to seek certlflcatlon under AB 3611 and will
‘continue “to make its dispute resolution system the most effective in the country.

Kindest regards,

e

A. E. Davis

cc: Members, Senate Appropriation Committee

JUNAY-TY>
7/
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Publisher of Consumer Reports

August 11, 1986 Al | 2 1985

Senator Alfred Alquist
State Capitol
Sacramento, CA 95814

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

Dear Senator Alquist:

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, = -

Y

/-Judith Bell, Policy Analyst
West Coast Regional Office
Consumers Union of U.S., Inc.

cc:
Vaun W1 mo , Office of Senate Third Reading Analyses

1535 Mission Street, San Francisco, CA 94103 ¢ (415) 431-6747
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Mary Solow
827 Tigertail Road
Los Angeles, Calif. 90049
472-5884

Secretary
Dora “Mitzi’’ Rodriguez

Treasurer
Kathleen Kinnick

Vice Presidents
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Policy Board
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‘er Federationof ifornia

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

August 11, 1986
LEGISLATIVE ADVOCATE
Harry Snyder
1535 Mission Street
San Francisco, Calif. 94103
' ' . (415) 431-6747
Senator Alfred Alquist
State Capitol

Sacramento, CA 95814

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

Dear Senator Alquist:

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.

Sincerely,

Harry Snyder, Legislative Advocate
Consumer Federation of California

cc:
Mary Solow
Vaun Wilmott, Office of Senate Third Readin
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 O[ﬁcer. March 27 , 1986

The Honorable Sally Tanner
California Assembly

.State Capitol, Room 4146
Sacramento CA 95814

Dear Assemblywoman Tanner:

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
.greater confusion and inconvenience to consumers. A Connecticut news- .
paper_articIe describing some O that State'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: AM 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.

A
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The Honorable Sally Tanner SHZR= March 27, 1986

an arbitration system run by the state will only create amn 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.

Singerely,

James W. Austin
Public Affairs Manager
Pacific Coast Region

JWA/eb

cc: Members, Assembly Consumer Protection Committee
Jay DeFuria, Consultant
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Regional Governmental Affairs Office Suite 260 — 925 L Street
Ford Motor Company Sacramento, California 95814

Telephone: 916/442-0111
March 19, 1986

Honorable Sally Tanner
Member of the Assembly

State Capitol

Sacramento, California 95814

Re: Assembly Bill 3611
OPPOSE

Dear Assemblywoman Tanner:

Ford Motor Company opposes passaQe 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

Pérformanée 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.

S‘/m«\gz/ﬂn}m?;;
ULQEN ga/./Y : 994
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Page Two of Two NN
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,

1. i
Y

RICHARD L. DUGAL
Regional Manager
Governmental Affairs

RLD:cme

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

On page 4, on line-18, after the word "shall" strike out the
coma and the followlng at the opflon of the

.On page 4, on Ilne 19, sfrlke ou+ The word buyer,

On -page -4, Ilne 22, remove- fhe perlod af*er (B) and‘lnserf a
semicolon, and the followlng

~ provided, however, that the buyer -shall be. free to:
elecf restituttion -in -1ieu of replacement and in-no event shall
the customer be -compelled to-accept a replacement vehicle fhaf
the customer finds unsaflsfacfory.

On page 4, Ilne-23, sfrike ou+ "When the buyer exerclises the
op+lon,"and insert |In the case

On page 4, llne 26, strike out"The manufacturer shall bear the"
On page 4, sfrlke ou+ line 27

On page 4, llne 28, s+rlke ouf"over the price of the vehicle
replaced "

On page 4, Strike ou+ line 39 and Insert In the case of
On page 5, llne 12, Inser+ +he foIIOWIng

The replacemen+ made or - +he amoun+ fo be paId by the -
manufacfurer +o the buyer under this this- paragraph shall be -
reduced- by -that -amount -directly -attributable to use by +he prior
to the dlscovery of the nonconformify.

On page 5, line 18, affer +he word or Insert the following:

+he vehlcle's flrs+
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—~ ROGER DICKINSON N/
ATTORNEY AT LAW
801 127H 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 1law" by establishing state
certification of private arbitration programs and a state-run
arbitration program along with other changes.

As a 1lawyer 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 1legal 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. AB3611 is a necessary
step to provide a meaningful opportunity for relief to deserving car
buyers. - ~

Sincerely,

ROG DICKINSON :
Attorney at Law
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President
Mary Solow
827 Tigertail Road

Los Angeles, Calif. 90049

(213) 4725884

Secretary
Geni S(_one.

[reasurer
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Vice Presidents
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Cons  erFederationof ifornia

P.0O. Box 27066, Los F%?l%. eles, Califoraia 90027
!

LEGISLATIVE ADVOCATE
Hacry Snyder

1335 Mission Street

San Francisco, Calif. 94103

4135) 3167407 )

Assembly Member Vasconcellos
State Capitol
Sacramento, CA 95814

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

Dear Assembly Member Vasconcellos:

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. 3611 (Tanner) these "lemon"
owners would be able to submit their complaint to the
New Motor Vehicles Board for arbitration. 1In 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,
Harry S 'Legislat Advocate
Consume deration of lgfornia

cc: Assemblywoman Sally Tanner
Consultant, Assembly Ways and Means Committee
Mary Solow
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Cons erFederationof ifornia

P.O. Box 27066, Los Feliz Station, Los Angeles, California 90027
March 28, 1986

Assembiywoman Sally Tanner
State Capitol
Sacramento, CA 95814

LEGISLATIVE ADVOCATE
Harry Snyder

1535 Mission Street

San Francisco, Calif. 94103

1-6747
Re: Support for A.B. 3611 (Tanner) (@15) 43

Dear Assemblywoman Tanner,

The Consumer Federation of California representing
150 organizations and millions of Californians urges you
t 11 (Tanner) when it is heard by the
ssembly 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 to repair
a defective car, they must either replace the car, or
give the buyer a refund. However, buyers are not given
the right to choose which remedy they prefer. A.B. 3611
explicitly allows the buyer to choose whether he wants a
replacement car, or a refund.

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.

Sinderely,

Harry/M. Snyd r, Legislative Advocate
Consumer Federation of California

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



Publisher of Consumer Reports

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 .o

automobile. We urge you to support this important strengthening
of our "lemon" law.

Singcerely,

Judi Bell, Policy Ahalyst
West Coast Regional Office
Consumers Union of U.S., Inc.

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

Sc L% 001

1535 Mission Street, San Francisco CA 94103 ¢ (415) 431-8747 #A z b= //
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March 28, 1986 <D

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 support 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 pf our "lemon law."

Sincerely,

Judith Bell

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 100
(415) 431-6747 < e 24
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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
"lLemon 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.

CalPIRG'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. )

Area Reglonal Office Los Angeles Reglonal Office San Diego Regional Office Legislative Ofﬂcoh
:ghmwkns.q?lam, "1 . 1680 Corinth Avenue 2187 Utric Street, Suite B 900 Twelfth Strecs ©:wia 208
Berkeley, CA 94704 West Los Angeles. CA 90025 ° San Diego, CA 92111 Sacramento, CA 1 0 O 4
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STAN NAPARST

ATTORNEY ATLAW .

901-A Santa Fe Avenue
Albany, California 94706
(415) 525-2086

"March ‘12, 1986

Assemblyman‘Tom Bates
State Capitol ' : pod
Sacramento, CA 95814 - : g

‘Dear Toms

SUBJECT: AB 3611 (Tanner) - S

I am writing you to urge you to :support AB 3611 which will be heafd in the
Assembly Consumer Protection Committee, on April 3, 1986 at 1:30 p.m.
This bill sfrengthens the ekistiﬁg car lemon law by providing, éhong other
things, that: | | |
1, The State willlset up an arbitration program in addition to,thé
presehtlj existing ones that some car manufacturers have set.ﬁp. Existing 15w
allows the manufacturers to set up ah arbitration program, but these programs
often are worthless, If the‘new_motor vehicle is-found to be a lemon the buyér
will have the option of replacement or refund. Now the manufacturers scréw :
aréund and péoﬁle have to.go to court and wait for years before they get any
satisfééﬁion. Most people cannot afford to pay lawyers and court costs to
litigate their 3ﬁéf’claims;7Thé"mahﬁfacturéf3“ih5w'this and they stretch things
out to get - rid of the claims. |
2. Motorcycles andvmétor homes, used for personal use, that have to be
brought in for fepair.for 4'or more:times or are out of service for 30 days or
more are presumed to be lemons. This.provisibn is necessari because éxisting law
exempts these.vehicles. They are used for pefsonal trangportation and there is
ﬁo reason for the exclusion.

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

("}1 //\/ s '. . ?“”,~
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ELECTRONTC REPRESENTATIVES -ASSUCIATION

all mail to - NORTHERN CALIFORNIA CHAPTER

POBOX 321 SFRAN

¥ r
84101 March 10, 1986

Hon.Sallyy Tanner MAR | 2 1988
State Capitol ‘
Sacramento Ca. 9581}

- © -+ - . DeariAssemblywoman Tanner:
Thank you for the copy of AB 73611,

Thave 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 supvort her. She is setting up
better ways to handle new car problems for
us.

-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 oup technical
products helping engineers manufacture tomorrowssnew
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, e
7 e
)
CC aam ¥ :
S.S.Fishman 1009
§52’//y Government Affairs Committae §Mf" 4
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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
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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 Zjaﬂ4%37”__-_—_’

Statewide Consumer Program Director
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March 31, 1986

Assembly Committee on Consumer Protection
The Honorable Robert Frazee, Chairman
State Capitol -

Sacramento, CA 95814

Dear Assemblyman Frazee:

California's new car Lemon Law needs a tune-up, and 1 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 S8

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 malfunctioms 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. '

Bay Area Regional Office Los Angeles Regional Office San D Regl A :
onal Off
g :h:!tutg Square, #11 1680 Corinth Avenue 2187 U'I.r?coSt:ot. Sulte 'B“ &?ﬁmgx&mm :
oley, CA 94704 West Los Angeles, CA 80025 San Diego, CA 92111 Sacramento, CA9'5814 10 1 4
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But the arbitrator, who was purposely ggg_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

: Assemblywoman Tanner
Members of the Consumer Protection Committee.
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" 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 QX-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 FIC 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_gg amended to require arbitrators to use the

::ys :1:: l:ghul Office Los Angeles Reglonal Otfice San Diego Regional Ottics Lagisiative Office
attuck Square, #11 1680 Corinth Avenue 2187 Ulric Street, Suite B 909 Twelfth Street, Suite 205
Berkeloy, CA 94704 Waest Los Angeles, CA 90025 San Diego, CA 92111

(415) 642-9052 (213) 4738491 (819) 270.5552 (s:;l)lmomo,‘ gA 95814 1 0 1 6 )



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 ne 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 refumded 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 licemse 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 im 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.

1017



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.

Improve that lemon law

FTER THREE YEARS of mixed results,
California’s “lemon law,” designed to pro-
tect buyers of defective automobiles, is in
need of a tuncup. The law is by no means a
total failure, but it has loophales large

enough to drive, say, a subcompact through..

Assemblywoman Sally Tanner, D-El Monte,
who wrote the bill, plans to submit revisions
to the legislature in January. She says such

“changes are necded 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 heen driven
fewer than 12,000 miles; if the malfunction is
- covered by warranty and significantly re-

duces the auto’s value or safety; and if four or -

m:oro attempts have been made to correct the
problem or the auto has been out of service
more than 30 days for repairs.

'SAN FRANCISCO X

Those provisions seem reasonable, but
there is a further requirement that has
caused some problems: Buyers must go
through arbitration before they can usc the

lemon law or seck redress in the courts.

There are four arbitration panels statewide,
all funded by car manufacturers.

Consumers have complained that the pan-
cls 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.

R November 17,
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Jeff Fuller
Legislative Unit
Sacramento

To

Herschel T. Elkins
Assistant Attorney General
Consumer Law Section
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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 saction 1793.2(e)
provided for an arbitration ‘mechanism which would avoid
court battles for most consumers in lemon law cases. It had
bean assumed that the major automobile manufacturers would
attempt to utilize a gualified third party dispute A
resolution procedure pursuant to such statute, .Alas, such
is not the case. - 8ince there have been legislative
suggestions that lemon law procedures be ghanged, you may be
interested in ocur findings.

There are four current automobile third party dispute
mechanisms in California: The Better Business Bureau,
Autocap, Chryslexr Customer Arbitration Board and the FPord
Appeals Board, The Better Business Bureau is the largest
dispute resolution procedurs. 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
law; reference is not made to the lemon law and no change in
thie training is anticipated, Despite the fact that section

1 1795.4 of the Civil Code includes leased vehicles in lemon
law procedures, the BBB will not arbitrate cases in which
there are reguests for buy backs on leased vehicles., The

- Southern California FPord Appeals Board also will not handle
buy back requests on leased vehicles, The Chrysler Customer
Arbitration Board does handle regquests for buy backs in
leases but awards such an insignificant amount of buy backs
‘generally that this inclusion is not significant. The New
York aAttorney General has found-that the Chrysler Board does
not eomply with FTC arbitration standards. Our examination
gupports that position. ‘The Chrysler procedure is totally
unacceptable and was a shogking experience for our
representatives who watched the proceeding. We have not yet
reviewed Autocap. Thus, in the majority of cases, there.
does not appear to be an adequate lemon law arbitration
procedure in California. :
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Honorable Sally Tanner
March 31, -1986
Page 2

|f 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 Califonria 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 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 mechtanism. AB 3611 not only allows
such a charge but provides that a consumer may be required to pay the
manufacturer's fees under clircumstances 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 paycremains 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,

S S (/M i

EVELYN STEIN
Member, Legislative Committee
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March 27, 1986
The Honorable Sally Tanner AHQ 9
Member of the Assembly 1955

11000 Valley Blvd., Suite 106
E1l Monte, CA 91731

ASSEMBLY BILL 3611

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. 1In 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.

LN .
WILLIAM G. MITCHELL
President

“Serving Riverside and San Bernardino Counties™

56T Box 970 0 1265 North La Cadena 0 Colton, CA 92324-0522 o (714) 825-7280 0(800) 227-4401

4
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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.ls 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.Califonr.l. --Code-~Seet-ton—4793:2-te)-{(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 1t would be sufficiently accessible
to consumers or have the requisite capacity to decide, in a timely
manner, the number of dlsputes 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 wseué6f 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 seriousty 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 matltntaln dispute resolution programs which conform to existing
state law. '

Thank you for considering our views.
Sincerely,

/ﬁ/m (e "

EVELYN STEIN"
Member, Legisiative Committee
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Qowne’ Genersl Assembly
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: , JOINT COMMITTEE ON LEGISLATIVE MANAGEMENT
AN GREEN : OFFICE OF LEGISLATIVE RESEARCH 18-20 TRINITY STREET
DIRECTOR (203) 566-8400 HARTFORD, CONNECTICUT 06106

February 4, 1986

86-R-0037
TO: Honorable John J. Woodcock, III
FROM:  Office of Legislative Research l\ _
: Mark E. Ojakian, Research Analyst ol Law

RE: Lemon Law Arbitration Ca@ _Arbﬁrahbm

You asked:

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. wvhat 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.

ARBITRATIOR 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 §
42-181(c). The department currently has 32 cases scheduled
for a hearing from January 28 to March 5. Of these cases, 31

-1 - ,
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exceed the 60-day 1limit by an avérage of about 25 days.
Enclosed is a copy of the current docket of lemon law cases.

DEPARTMENT RESPONSE TO DELAYS

The department has identified three basic problem areﬁs
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. 1f 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
{nformation 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 FY 1986-87 budget.

Prescreening Process

The law requires a panel of three arbitrators to review
a consumer's regquest for arbitration and determine
 eligibility within five days of the filing date, Conn.
Agencies Reg. § 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 department, 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
froim 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

1027



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.

HEO:npp
8

Enclosure
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. OFFICE OF THE DIRECTOR

DEPARTMENT OF MOTOR VEHICLES
P. 0. BOX 11828
SACRAMENTO, CA 95853

April 2, 1986

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. 601 (REV. 9/84) -



N _ ~
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,

bf

LEGNARD M. BLEIER
Legislative Liaisoun 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:

BUYENASER SBXLYS FRY COWALYETAY BY IAAUZEYIAY URgE

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:
BEZL A4
and INSERT:
SEC. 2.
AMENDMENT #4
On page 9, line 38, DELETE:
BEZ/ B4
and INSERT:

SEC. 3.

AMENDMENT #5
On page 10, line 29, DELETE: .
BECL B4
and INSERT:
SEC. 4.
AMENDMENT #6

On page 11, DELETE lines 11 through 25 in their

entirety.
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~ e RS. HARRY A, SHAW
L MR. 6"3%0’2 JANAE WAY
AL 1 9 HEMET, CA 92343

March, 17,86

Asseﬁblywoman 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 reguested, Xs you
will see there are lots of errors, However it will show how:
I was treated by the Mfg, and the poor results I received from
a poorly trained Arbitrator. 1In 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 wgs 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 Rircraft mechanic and a precicion machinist alk
my life and I feel I can determine when something mechanical
bs working correctly or not, However the arbitrater who was
not a mechanic at all could tell more: than 1 could wothout
even driving the car, I wish I was that good I'de 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 p#ease call on me and if I can I will,

Thank You
Harry XK. Shaw

0 Q st s
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: 4 " tarch,17,86
e .. : : \~4002 Janae Way
' ' : ’ Hemet Ca. 92343

To whom it May C*oncern. -

‘ I am writing to request you vote for AB: 3?611.

I have never before written for anything
political but this time I finally have had it.

I am 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 ajyo from . o
ny Local Dealer who is Mike Reade. of Hemet.. s it turned out .
after .the first: thbhee miles I was in trouble and owned a
pure "LEMON™. . After twenty seven trips in fourteen months.
with #lT¥ kinds of problems, somer of them as much ten timsa
repeated I finally tried the "LEMON LAW".

-Just a8 I was leaving on a. vacation the: Erbitraticm
came up fpx- rev:l.ew. Then G.M, decided there was trouble with
the' vehiclee and then wanted to fix it, Zs I didn't want: to cancell .
my plans I wass relactant to let them start then after waiting .
fourteen months,. S0 then the G. M,. represemtative nastilly
told me: he: would hate to tell the Xrbitrator that: T woudn't:
let them: fix the cawr, Whcih he did =t the: Ecbitation. This
of course went ajainst me and the Arbitator refused a buy
back: or replacement even though¢ the car was well within
that catagory as the law’ iz written, : T
: ' He only made G, M, repaircarr. I wagassured the
" car would not break down and could use it for my trip. I then .~
was towed in twenty five miles in Oregon and had to make foumw
long distance phone calls to get it repaired,

The G, M., Representativer even told& me on the sider
away from the Arbjitrator that he had: been traind by G. M,
and. he: new how' tc' hanéfle people.” This how the manufacturers are
getting around the "LEMON LAW™.. Nis

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

Now the warranty has run out and I now have to pay
for all repairs and then try and get my money back from and -
extended warranty. I now find my warranty was not G, M. as
I thougt I was being sold by the dealer/., I paid five hundred"
and ninety five dollars for this contract and then found the
outfit didn't even have theffr name or address on the contract.
Only a phone number and. a Post Office box number., I now Find&
it 3glmost impossibl to collect from them. They are New Dealer
Associates, Box 2649 ,0akland 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 received a form letter
with ten different reasons. on for non payment. I was refused paym-
- ent because ther ‘were no parts insatal¥ed only adjustments,
These parts where insalled, ( in six weeksz), previously by
another dealer and as I said did not stay in adjustment for
the forth time and I tried anéther dealer,

G. M., has spent Hundreds of dollars and possibly
thousands to fight me all the way rather than exchange this car -
or give in to the: "LEMON®™ law. They paid seven hundred dollars
rental car fees, Hundreds of dollars for parts and. completely rep-
laced some smallér units. Most of these where all worked on
over four times, and one ten times. Transmission and diferenti-*

now loosening up for fourth time., Dasbord now coming loose fou_1035
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JOHN K. VAN DE KAMP
Attorney General

P. O. Box 944255
Sacramento 94244-2550

March 18, 1986

Honorable Sally Tanner
Assemblywoman, 6@th District
State Capitol, Room 4146
Sacramento, CA 95814

Dear Assemblywoman Tanner:

AB 3611 —

State of California
DEPARTMENT OF JUSTICE

1515 K STREET, SUITE 511
SACRAMENTO 95814
(916) 445-9555

"/’7"??0 .

}

| : s o S
The Attorney General's Office has no position on AB at this time. I
am, however, forwarding the enclosed analysis for your information. If we

can be of fur r assistance, please let‘me know.

Very s,

JOHN KAMP

Atto ral
SUMNER

Senior Assistant Attorney General
(916) 324-5477

AS:nt

>0
eC s /ly
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State of California ' R Department of Justice

"Memorandum

To

From

: Subied 3

Jeff Fuller o Date  : 2/4/86
Legislative Unit ,
Sacramento 8 . File No.:

Herschel T. Elkins Telephone. ATSs 677-2097
Assistant Attorney General (213) 736-2097
Consumer Law Section

Office of the Attorney General
LOS ANGELES

In Re: Bill Analysis

BILL NO. AB3611. - ANALYST: Herschel T. Elkins
AUTHOR: Tanner 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.
AB361) 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 further defined.

Civil Code section 1793.2(e) - Under present law, a third party
dlspute resolution process is one that complles with the FTIC's
minimum requirements. The new proposal requires that the new
Motor Vehicle Board certify that those dispute resolution

) 1039



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 Board 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 3U50(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. 1If, 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. 1Is 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 fees and if 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 fees 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
reyistration 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 eqguitable. 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. -

I1I. 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.

,‘: o s e —
HERSCHEL T. ELKINS
Assistant Attorney General

'HTE/pt
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AE| A.E.Davis and Comp %,
D
March 27, 1986

The Honorable Sally Tanner
California State Assembly
State Capitol

Sacramento, CA 95814

Dear Sally: _ Re: Your AB 3611

925 L Street, Suite 390 ¢ Sacramento, CA 95814 ¢ (916) 441-4140 <3)

A- month ago you wrote a thoughtful and compréhensive letter concerning -

the introduction of your AB 3611 to amend the current so-called "Lemon
Law", originally enacted in 1982. As you recall, Al Davis and Chrysler
Cor'por'atlon worked diligently with you and your staf‘f‘ to create a workable
Arbitration Board program.

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 basm pr1n01ples 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. Ly0n,. Jr.
S
X2

Sallx 2075
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March ‘27, 1986 .
Honorable Sally Tanner
Page two

Protection-exceed the 60- -day-IImlt. - In Texas there is- a backlog

of-more than 200 cases pending before Its state- -run arbitration
program. :

o-AlA- Is also opposed +o provlslons In-AB -3611 which'require:

that the -automobile manufacturers! programs be:.certifled -by the ’

New-Motor Vehicle Board-as meeting- the requirements of the
Federal -Trade -Commission -regulatlions. Any standards or. e
regulations- are -subject to dlfferent. Interpretations.- I+ would
be Impossible-to administer a federal program that was subject
to Intéerpretations -by.-50 dlfferent states. Because of this - ..
potential and-confusingly no-win sltuation, we would oppose any
action-which would-have the State of Callfornla cerflfylng
compllance with a federal standard.

In addlflon, AlA. ls opposed +o fhe secflon In AB-3611 as
currenfly written which-allows a consumer full discretion over
whether -he-recelves a replacement vehlcle or refund If the
manufacturer cannot repalir a particular problem within-the terms
‘of the lemon- law.- Not-only-Is the term vague with regards to -
what 1t means to replace the buyer's vehlcle "with a new motor
vehicle substantially Identical™, no consideration is given +o
the amount directly attributable to use by the buyer prior to
the time of- nonconformlty. - As wrltten, this section also -
precludes -other options: for settlement which may be mu+ually
saflsfacfory to both the buyer and the manufacfurer.

On January 29, 1986,VAIA-organlzed a~mee#1ng of-bo?h-domesflc
and- foreign manufacfurers ~to--meet with your -staff and
representatives -from the Department of Comsumer Affalrs to
discuss our--programs and to-Indicate a wlllingness to review the
kinds .of .complaints fhat your offlce, the Department .and others
have-recelived about.-our lemon law arbitration programs. -We also
stated -that we are willing to work-wlth you on making any
changes-which -may be needed.- Agaln, we would |ike to relfera#e
our- request for a cooperative approach to look at these
problems. -

Sincerely,
e.

Sarah C. Mlchael :
Au+omoblle Impor*ers of Amerlca

cc: Members, Assembly Comml++ee on Consumer Profecflon
Department of Consumer Affalrs '
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Amendment 8

On page 9 line 8, strike out "SEC.3." and insert:

(c)

rov s ons of Art c e

The manufacturer's claim for reimbursement and the board's
rova oOxr en ec a 8 al sub ect to
commenc n w th Sect on
0 Part ©o Dvson o e Revenue an Taxat on_

of Cha ter

except Sections 6902.1, 6903, 6907/, and 6908, in so far as s those

provisions are not inconsxstent with this section.

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

tq 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 trans erred

in the following manner:

(a) (1) Aﬁmues,leareﬁmds.daivedmduthkpcnt&e
4% percent rate, including the imposition of sales and use tazes with
tupectbhenle.stonge.me,orotbet of motor

. e eemgm——

vehieh!udvﬁchwmﬂdnothvebeennedvediftbe-landm .

. tmx rate had been 5 percent and if motor vehicle fuel, as defined
purposes of the Motor Vehicle Fuel License Tax
( with Section 7301) ), had been.
use taxes, be estimated by the State Board of
- the of the of Finance
each fiscal year to the
Aeeount in the State
ptmnttoSeeﬁouml!ofﬁ:e
(2) ¥ the amount pursua t to
than one hundred ten million dollars ($11
an additional am to the
. ten million ($11 and the amount so
totheutentf\mdtmnvaﬂnble s follows:
(A) For the 1986-87 fiscal year, &omﬂ:ecenerd!‘\md.
(B) For the 1967-88 and each fiscal year,
increase in state revenues due to the of sales and
on fuel, as defined for purposes of the Use Fuel Tax Law (
( with Section 8601)), as
| in (1) to the increase in state
aenuaduebthe sales and use taxes on motor vehicle

(b) The balance shall be to the Ceneral Fund

(c) The estimate required by (a) shall be based on
taxable occurring 2 calendar year, and the
transfers required by () be made during the fiscal
year that during that same calendar year. Transfers
required by (1) of a shallbe made
Transfers required by (2) of - (s) be

SEC. 4.

4 E}E
i.‘ja

:
e

§§ £
Spsi
L

§
EEE

E

Amendment 9

On page 11, line 14, strike out "SEC.4." and insert:
SECOSI
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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. _

1 r

¢ v n 1 h
Chapter 7 of Part 1 of Division 2 of the Revenue and Taxation
X n
v
\
1
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CODER & TUEL
ATTORNEYS AT LAW
8801 FOLSOM BOULEVARD
SUITE 172
SAOCRAMENTO. CALIFORNIA 66826

OUSTON N. TUEL, JR. : ’
:lCHAE:G. co;:le-la.’R June 16, 1986 (9:‘:)!-2::?::20
THOMAS M. MATHIOWETZ '
' Honorable Sally Tanner JUN.IIT'QBG

California State Assembly
State Capitol
Sacramento, CA 95814

Re: AB 3611
Dear Mrs. Tanner:

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

N4

C aAn ¢

sall x

"exclusively" for commercial purposes are not covered,
thereby condemning vehicles bought for mostlz 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,

st N e,

HNT:kh Houston N. Tuel, Jr.

cc: Loren Smith
Stephen Snow
Jay Gorman
Walter Bruder
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L | (C alPIRG) ' PUBLIC INTEREST RESEARCH GROUP

May 29, 1986

MEMORANDUM

TO: Arnie Peters
FR: Carmen Gonzale:z
RE: Amendments to AR Fé611

As we discussed yesterday. I have contacted several other
i states to gather information on what formula they use to
D 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. 100,000 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 egqual to the purchase prige'paid;by '
the buyer, less that amount directly attributable to use by -
the buyer prior to the discovery of the nonconformity. In.

————————————————————————————————————
————————————————————————————————————————————
————————————————————————————————————————
—————————————————————————————————————————————————
——————————————————
———————————————————————————————————————————————————

tion, Cost of Operating A Car. which estimates the averageﬁlife
of a vehicle at 120,000 miles. ’ : : T o

Bay Area Roglonal Office Los Angeles Regional Office ' SanDiegoRegionaiOffics ' Legistative Office

" 48 Shattuck Square, #11 1860 Corinth Avenue 2187 Uiric Street, Suite B 909 Tweifth Street, Sulte 205
Berkeley, CA 94704 Waest Los Angeles, CA 90025 SanDiego, CA2111 Sacramento, CA 94814
(415) 842-9952 (213) 473-8491 (o) 2795852 - (916) 4484518 1053
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BRECORD & 30 BF:
Substantive

ABENDBENTS TO ASSEMELY BILL NO. 3611 . .
AS AMENDED IN ASSENBLY APRIL 15, 1986

. Amendaeat 1
In line 1 of the title, after "of"™ jinpsert:

¢ and to add Section 1793.25 to,

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

Amendment 3
In line 3 of the title, strike out ®"Sections®
and insert:

Section

Asendaent § '
In line u of the title, strike out *and nzzau.s-

Amendsent 5
Cn page 4, line 3, after *"thea®™ insert:

for any of these reascas

_ lsendment 6
On page 4, line 38, after "replacesent®™ iansert:

o Plus any incidental dasages to which the kuyer is
entitled under Section 1794, including, but not limited to,
reasonable repair, toving, and rental car costs actually
incurred by the tbuyer

Amendment 7
On page S, line 4, after the third "fees"
insert:

¢ Flus any incidental damages to which the buyer is
entitled under Section 1794, includimng, but pot liamited to,
reasonable repair, tcuing, and rental car costs actually
incurred by the buyer

Asendsent 8
On page 5, line 35, strike out %ip aany action to
enforce the" strike out lines 36 and 37 and imsert:

23368 ‘ . MAY 161080 gc436 18:24
RN 86 015525 PAGE NO..

1
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EECORD & 40 BF: ER 86 015525 PAGE ¥O. 2

. and it may be asserted by the buyer- in aamy civil action,
ssall claiss court action, or other formal or informal
groceeding. . .

Amendment 9 ._."
On page 7, lime 4, after ®(E)" imsert:

At the request of the arbitrator or a sajority of the
arktitration panel, provides for am inspection and report
on the condition of a nonconforaming motor vebicle by an
automobile expert independent of the sanufacturer at mo
cost to the buyer.

n

Amendaeat 10
On page 7, lime 8, strike oat "the provisions of"™

Asendaent 11 .
On page 7, line 9, strike out *"(E)* and insert:

6)

Asendaent 12
On page 7, linme 10, strike out ®(f)*® and insert:

(e)

, Asendment 13 :
On page 7, strike out lines 28 to 40, inclusive,
on page 8, strike out lines 1 to 15, inclusive, in line 16,
strike out ®SEC. 4." and inmsert:

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

1793.25. (a) ¥otvithstanding Part 1 (cosmencing
vith Section 6001) of Division 2 of the Beveaue and
Yaxation Code, the State Board of Equalization shall
reisturse the manufacturer of a mev motor vehicle for an
amount egual to the sales tax shich the manufacturer
includes in making restitution to the Luyer pursuant to
subparagraph (B) of paragraph (2) of sutdivision (d) of
Section 1793.2, wvhen satisfactory proof is provided that
the retailer of the zotor vebicle for which the
manufacturer is making restitution has teported and paid
the sales tax on the gross receipts fros the sale of that
potor vebicle. The State Board of Bgqualization say adopt
rules and regulations that it deeas necessary or
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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 actién 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
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43559 MAY 5 1986 86125 12:24
BECOED # 30 BF: BE 86 009689 PAGE ¥O. 1
Substantive

ABENDMENTS T0 ASSEMBLY BILL NO. 3611 . _
AS AMENLED IN ASSEMELY APRIL 15, 1986

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

¢ and to add Section 1793.25 to,

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

Amendeent 3
In line 3 of the title, strike out "Sections*
and insert:

Section

Amendament 4§
In line 4 of the title, strike out ®and 42234, 5'

Asendment 5
On page 4, line , after "replacesent® insert:

o« Flus any incidental dasages to which the buyer is
entitled under Section 1794, including, but pot limited to,
reasonakle repair, tcwing, and rental car costs actually
incurred by the bujyer

Asendsent 6

On page line after the third ®"fees®™
insert:

o pPlus any incidental damages to which the kuyer is
entitled under Section 1794, including, but not limited to,
reasonable repair, towing, and rental car costs actually
incurred by the Lbuyer

Amendment 7
Cn page A, linem, after “(E)® insert:
9

At the request ot the arbitrator or a sajority of the
arkitration panel, provides for an insgection and report
on the condition of a nonconforeing motor vebicle Ly an
automobile expert independent of the manufacturer at no
cost to the buyer.
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(x) - -

: Amendment 8§ : )
On page 7, linj/Ai strike out % (F)* and inmsert:

(G)

Amendment 9 \b‘/ :
On page 7, strike out lines to 40, inclusive,

on page 8, strike out lines 1 to inclasive, in line v
strike out "SEC. 4. and imsert: /! 16

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

1793.25. (a) FNotwithstanding Part 1 (commeancing
with Section 6C01) of Division 2 of the Revenue and
Jaxation Code, the State Board of Egualization shall
reinturse the manufacturer of a pew motor vehicle for an
amount egual to the sales tax which the manufacturer
includes in making restitution toc the buyer pursuant to
subparagraph (B) of paragraph (2) of subdivision (4) of
Section 1793.2, when satisfactory proof is provided that
the retailer of the sotor vehicle for which the
manufacturer is making restitution has reported and paid
the sales tax on the gross receipts fros the sale of that
sotor vehicle. The State Board of Egualization may adopt
rules and regulations that it deems necessary or
appropriate to carry out, facilitate compliance with, or
prevent circusvention or evasion of, this sectioa.

(b) dothing in this section shall in any way
change the applicaticn of the sales and use tax to the
gross receipts and the sales price froms the sale, and the
storage, use, or other consuagtion, in this state of
tangible personal progerty pursuant to Part 1 (coamencing
with Section 6001) of Division 2 of the Bevenue and
Tazxaticn Code.

SEC. 3.

Amendment 10
Cn page 10, line strike out *"for
certification™ and insert: ,1

to enable the board tc perfors its duties under this
sukdivision

Amendaent 11
On page 11, lini/ecxbstrike out "SEC. 5." and
. 3‘
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_ SEC. 4.
On page

Amendsent 12
12, strike out lines
-0 -

Nrt’

86125 12:24

BRE 86 009689 PAGE NO.

to s inclusive
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(F)

Amendment 8
. On page 7, line 5, strike out " (F)*® 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, teo read:

1793.25. {a) Notwithstanding Part 1 (commencing
with Section 6001) of DPivision 2 of the Revenue and
Jaxation 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 applicaticn of the sales and use tax to the
gross receipts and the sales price from the sale, ard the
storage, use, or other consumgtion, in this state of
tangible personal property pursuant to Part 1 {comaencing
with Section 6001) of Division 2 cf the Bevenue and
Taxation Code.

SEC. 3.

Amendment 10
Gn page 10, line 15, strike out ®for
certification™ and insert:

to enable the board tc perform its daties under this
sukdivision

, Amendment 11
On page 11, line 26, strike out ®SEC. 5." and
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APR 1 :
57675 : 0 1986 86100 20:17
. RECORD # 30 BF: RN 86 007863 PAGE NO. 1
R Substantive
AMENDMENTS TO ASSEMELY BILL NO. 3611
Amendment 1
In the heading, strike out %BRemker fanner® and
insert:

Members Tanner, Clute, Hauser, Molina, and HNoore
{Coauthors: Senators Dills, leroy Greene,
BcCorquodale, Torres, and Watson)
Apendasent 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 § of the title, after ®vehicles™ insert:

», and making an approgriation therefor
Amendsment 3
Oon page 2, line 13, strike out ®paragraph (1) of
this" strike out lime 14, and insert:

this paragraph, a sanufacturer say enter

Asendment 4
On page Z, strike out line 32 and insert:

(1) , be subject to

Asendment 5
on page 2, line 34, strike out ®"such®

: Amendment 6
On page 3, line 5, strike out "must® and imnsert:

shall

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

: Amendment 8
on page 3, line 9, strike out ®such”™

Apendment 9
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Oon page 3, strike out line 12 and imsert:
(c) The buyer shall deliver

Amendment 10
Oon page 3, line 16, strike out ®such”

Amendment 11
on page 3, lines 17 and 18, strike out *"Should
the buyer be unmable tc effect return of® and ipsert:

1f the buyer cannot return the

Asendment 12
On page 3, line 19, strike out »the above
reasons, he" and insert:

these reasons, he or she

Amendment 13
Oon page 3, lime 24, strike out "such®

Azendsent 13.5
on page 3, line 24, after wponconforeity® insert
a cosma

Arendment 14
Cn page 3, lines 29 and 30, strike out %,
pursuant to the above, a buyer is upable to effect return®
and insert:
a buyer cannot return thens

Awendment 15
On page 3, line 36, strike out *"should"™ and
insert:

if
Anendment 16
on page 3, line 37, strike out “be unable to"
and insert:

does not

Amendment 17
Oon page 6, line 12, strike out "Cosplies™ and
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meets all of the follcwing criteria:
(A) Complies

Amendaent 17.5
On page 6, line 15, strike out ®at 16" and
insert:

in Part 7C3 of Title 16 of

Anendment 18 .
on page 6, lime 16, strike out ®Part 703; that
renders® and insert:

(B) Benders

Amendmsent 19
On page 6, line 18, strike out "; that
prescribes® and insert:

(C) Prescrites

Amendment 20
Oon page 6, line 20, strike out "; and that"
strike out lines 21 tc 23, inclusive, and insert:

(D) Provides written saterials to those
individuals wvho conduct imvestigations and vho make, or
participate in making, decisions for the process which, at
a minimue, include the provisicns of the Federal Trade
Cosmission's regulations in Part 703 of Title 16 of the
Code of Federal Begulations and the prcvisions of this
chapter. :

(2) Benders decisions which incorgorate
consideration of, and can provide the rights and reamedies
conferred in, the Pederal Irade Commission's regulations
ip Part 703 of Title 16 of the Code of Federal Regulations
and the provisions of this chagter.

(F) Bas

Amendment 21

- on page 7, limes 22 and 23, strike out ®. The"
and insert:
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Asendment zZ
on page 9, strike out lines 5 to 20, inclusive,
in line 21, strike out "(£f)® and insert:

le)

Amendmeat 23
on page 9, line 26, strike out “Each third-party
dispute" strike out liae 27 and insert:

Bach new motor vehicle sanufacturer, 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 imsert:

If a manufacturer, smanufacturer tranch, distributor, or
distributor branch dces mot utilize a certified
third-party dispute resolution process, the Loard shall
designate a certified third-party dispute resolution
process to arbitrate, at the expense of the sanufacturer,
sanufacturer branch, distributor, or distributcr branch,
the disputes of consusers who have purchased newv motor
vehicles which were initially acguired froms that
manufacturer, manufacturer branch, distributcr, or
distritutor kranch.

Asendasent 25
_ On page 9, line 34, strike out "such®" and
insert:

third-party dispute resolution
Anendment 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.

- Amendaent 27
on page 10, line 31, strike cut *(a)*
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Amendaent 28
Oon page 10, strike out line 33 and insert:

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

Amendment 29
on page 10, strike out lines 39 and 40, on
11, strike out lines 1 to 10, inclusive, in line 11,
strike out "SEC. 7." and insert:

page

SEC. 6.

Ameandaent 30
Cn page 11, line 14, strike out ®who®”
-0 -
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JACK |. 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 DUFFY
ROBERT D. GRONKE

SHERWIN C. MACKENZIE, JR.

TRACY O. POWELL, il
JIMMIE WING

PRINCIPAL DEPUTIES

3021 STATE CAPITOL
SACRAMENTO 95814
{916) 445-30857

8011 STATE BUILDING
107 SOUTH BROADWAY
LOS ANGELES 80012
(213) 620-25850

-~
. s

\ / A"v:

Hegislative Qovmsel
of Qalif -~

BION M. GREGORY

April 1, 1986

Assemblywoman Sally Tanner

A.B. 3611 . gonflict

The above measure, introduced by you, which is now

MARTIN L. ANDERSON
PAUL ANTILLA .
CHARLES C. ASEILL
AMELIA 1. Bubp
EWLEEN J. BUXTON
SHARON D. COLLINS
HENRY J. CONTRERAS
BEN E. DALE
JERFREY A. DELAND

* CLINTON J. DEWITT

FRANCES S. DORBIN
MAUREEN S. DUNN
LAWRENCE H. FEIN
SHARON R. FISHER
JOHN FOSSETTE
HARVEY J. FOSTER
CLAY FULLER
ALVIN D. GRESS
THOMAS R. HEUER
MICHAEL J. KERSTEN
L. DOUGLAS KINNEY
VICTOR KOZIELSX)
EVE B. KROTINGER
ROMWULO ). LOPEZ
JAMES A. MARSALA
PETER MELMICOE
ROBERT G. MILLER
JOHN A. MOGER
VERNE L. OLIVER
EUGENE L. PAINE
MARGUERITE ROTH
MICHAEL B. SALERNO
MARY SHAW
ANN ELLIOTT SHERMAN
RUSSELL L. SPARLING
WiLLIAM K. STARK
MARK FRANKLIN TERRY
JEFF THOM
PHILLIP TORRES
MICHAEL H. UPSON
RICHARD B. WEISBERG
DANIEL A. WEITZMAN
THOMAS D. WHELAN
CHRISTOPHER ZIRKLE
DEPUTIES

set for hearing in the pssembly 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 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
CONVENIENCE. g

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.

1)

2)

THE BILL WILL HAVE TWO BASIC FEATURES:

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.

SECONDLY, TﬁE 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)

b)

c)

d)

e)

N \/

REQUIRE ALL ARBITRATION BOARDS TO BE CERTIFIED BY THE NEW
MOTOR VEHICLE BOARD,

REQUIRE THE BOARD TO ESTABLISH A STATE-RUN ARBITRATION
PROCESS.

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.

REQUIRE THE CONSUMER TO AGREE TO INFORMAL MEDIATION BEFORE
ARBITRATION TAKES PLACE UNDER THE NEW MOTOR VEHICLE BOARD.
AUTHORIZE THE NEW MOTOR VEHICLE BOARD TO CHARGE
MANUFACTURERS AND CONSUMERS FEES TO USE ARBITRATION.
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CONTACT: DOROTHY RICE FOR IMMEDIATE RELEASE
(916) 445-0991 MAY 6, 1986

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 uniqgue --
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 by1075



CONTACT: DOROTHY RICE FOR IMMEDIATE RELEASE
(916) 445-0991 MAY 6, 1986

Assemblywoman Sally Tanner (D-El1 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

' 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.

SACRAMFNTO ADDRESS - DISTRICT ADDRESS
State Capitol 11100 Valley Boulevard, No. 106
Sacramento, CA 95814 El Monte, CA 91731

(916) 445-7783 o (213) 4429100 1076



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 Loé 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, 198
(818) 442-9100 . FOR IMMEDIATE RELEASE

Legislation to provide additional protection to new car buyers
py strengthening california's "Lemon Law" was unanimously passed by the
Assembly Consumer Protection Committee.

Assemblywoman Sally Tanner (D-E1 Monte) who authored the original
vLemon 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 boardStére 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 pro?ide fair and
reasonable reimbursement when a manufacturer Buy; a lemon back.

"aAB 3611 puts more teeth into‘the consumers ability to deal with a
iemon 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:

A-—requiré; that the auto manufacturer-run arbitration boards must be
certifiéd by the state as meeting the requirements of state law and
‘federal regulations '

——allows the New Motor Vehicle Board to designate a certified arbitration

SACRAMENTO ADDRESS DISTRICT ADDRESS
State Capitol, 11100 Valley Bonlevard N~ 0%
Sacramento, CA 95814 El Monte, CA 91731

(916) 445-7783 (213) 442-9100 - 1079
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CONTACT: CASS LUKE . " april 8, 1986
(818) 442-9100 FOR TMMEDIATE 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

. vLemon 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
poards because the boards(ére financed by the auto manufacturer." Tanner
added that in many cases the arbitration boards f;iled to decide disputes
in a timely manner and the decisions do not often provide fair and
reasonable reimbursement when a manufacturer Buy; a lemon back.

"AB 3611 puts more teeth into the consumers ability to deal with a
ljemon 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, unsafeléar. 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:
r—requiré; that the auto manufacturer—fun arbitration boards must be

certifiéd by the state as meeting the requirements of state law and
.federal regulations

-~allows the New Motor Vehicle Board to designate a certified arbitration

SACRAMENTO ADDRESS DISTRICT ADDRESS
State Capitol, 11100 Valley Baulevard, Na. 106+ -«
Sacramento, CA 95814 : El Monte, CA 91731

(916) 445-7783 (213) 4429100 1082
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CONTACT: CASS LUKE .  April 8, 1986
(818) 442-9100 FOR IMMEDIATE RELEASE

Legislation to provide additional éiotection to new car bhuyers
by strengthening California's "Lemon Law" was unanimously passed by the
Assembly Consumer Protection Committeé.“

Assemblywoman Sally Tanner (D-El Monte) who authored the original
"Lemon Law" explained that the amendments she subﬁitted are designed to
eradicate some of the inequities that became evident after the law was
loriginally enacted in 1982.

Mrs. Tanner said that one of the major complaints she reéeived 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:ére financed by the auto manufacturer." Tanner
added that in many cases the afbitration boards failed to decide disputes
in a timely manner and ihe decisions do not often provide fair and
reasonable reimbursement when a manufacturer Buy; a lemon back.

"AB 3611 puts more teeth into the consumers ability to deal with a
lemon car," the Assemblywoman stated. " The original ﬂLemon 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 stfengthen the law and make it more effective for the
California” consumer o
| Assembly bill 3611 has the following key provisions:

--requires that the auto manufacturer-run arbitration boards must be
certifiédd by the state as meeting the requirements of state law and
federal regulations '

—-allows the New Motor Vehicle Board to designate a certified arbitration

SACRAMENTO ADDRESS DISTRICT ADDRESS

State Capitol, . 11100 Valley Boulevard, No, 106.
Sacramento, CA 95814 El Monte, CA 91731

(916) 445-7783 (213) 4429100 -
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CONTACT: ARNIE PETERS FOR IMMEDIATE RELEASE
(916) 445-0991 _ FEBRUARY 20, 1986

TANNER INTRODUCES NEW LEMON LAW

Assemblywoman Sally Tanner (D-El Monte) tdday 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
he cortified bv +he state as meetinag the requirements of

1087



CONTACT: ARNIE PETERS FOR IMMEDIATE RELEASE
(916) 445-0991 - FEBRUARY 20, 1986

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
be certified by the state as meeting the requirements of
state law and federal regulations.

SACRAMENTO ADDRESS DISTRICT ADDRESS
State Capitol ‘ 11100 Valley Boulevard, No. 106
Sacramento, CA 95814 . El Monte, CA 91731
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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 $HF
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CONTACT: ARNIE PETERS FOR IMMEDIATE RELEASE
(916) 445-0991 FEBRUARY 20, 1986

TANNER INTRODUCES NEW LEMON LAW

Assemblywoman Sally Tanner (D-El1 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 compléined 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 provideAfair 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 bv the state as meeting the requirements of
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CONTACT: ARNIE PETERS FOR IMMEDIATE RELEASE
(916) 445-0991 FEBRUARY 20, 1986

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
be certified by the state as meeting the requirements of
state law and federal regulations.

SACRAMENTO ADDRESS | DISTRICT ADDRESS
State Capitol 11100 Valley Boulevard, No. 106
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- Requires that the California New Motor Vehicle.@pard
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.
Oowners 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 ##
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CONTACT: ARNIE PETERS FOR IMMEDIATE RELEASE
(916) 445-0991 FEBRUARY 20, 1986

TANNER INTRODUCES NEW LEMON LAW

Assemblywoman Sally'Tanner (D-E1 Monte) today announced the
introduction of legislation designed to provide additional
protecﬁions 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 coﬁplained 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 1093
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CONTACT: ARNIE PETERS FOR IMMEDIATE RELEASE
(916) 445-0991 20, 1986

TANNER INTRODUCES NEW LEMON LAW

Assemblywoman Sally Tanner (D-El1 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 operafion 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 érovisions:
- 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-é state~run arbitration érocess 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
perfofms 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 héppening now.
This bill will improve the situation and give the new car buyer
the protection he or she deserves and expects."

## End 4
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CONTACT: CASS LUKE o ' april 8, 1986
(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-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 boardStére financed by the auto manufacturer." Tanner
added that in many cases the aibitration boards failed to decide disputes
in a timely manner and the decisions do not often provide fair and
reasonable reimbursement when a manufacturer Buy; a lemon baqk.

"aB 3611 puts more teeth into the consumers ability to deal with a
lemon car," the Assemblywoman stated. " The origiﬁal "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 stfengthen the law and make it more effective for the
California® consumer ."

'Assembly bill 3611 has the following key provisions:
--requiré; that the auto manufacturer-run arbitration boards must be
certifiéd 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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process 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: CASS LUKE ' , " April 8, 198%
(818) 442-9100 | FOR IMMEDIATE RELEASE

Legislation to provide additional protection to hew 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 board5|$re financed by the auto manufacturer." Tanner
added that in many cases the afbitration boards failed to decide disputes
in a timely manner and the decisions do not often provide fair and
reasonable reimbursement when a manufacturer Buy; 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 stfengthen the law and make it more effective for the
California® consumer ."

Assembly bill 3611 has the following key provisions:

--requiré; that the auto manufacturer-run arbitration boards must be
certifiéd 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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process if the manufacturer does not have one

-—glVes the consumer the option of replacement or refund when hlS 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: CASS LUKE - ' April 8, 1986
(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 submitﬁed are designed to
eradicate some of the inequities that became evident after the law was -
.originally énacted 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:ére 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 pro&ide fair and
reasonable reimbursement when a manufacturer Buy; a lemon back.

"AB 3611 puts more teeth into the consumers ability to deal with a
iemon 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 stfengthen the law and make it more effective for the
California“ consumer ."

| AAssembly bill 3611 has the following key provisions:

--requires that the auto manufacturer-run arbitration boards must be
certifiéd 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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CONTACT = CASS LUKE . o  april 8, 1986
(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 Commi;tee.
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 complainfs 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 boardSJAre 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 Buyg a lemon back.

"AB 3611 puts more teeth into the consumers ability to deal with a
lemon car," the Assembiywoman 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:
—-requiré; that the auto manufacturer-run arbitration boards must be
certifiéd by the state as meetifig the requirements of state law and
federal regulations

——allows the New Motor Vehicle Board to designate a certified arbitration

SACRAMENTO ADDRESS " DISTRICT ADDRESS
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(916) 445-7783 ‘ (213) 4429100 -
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CONTACT: CASS LUKE ,  April 8, 1986
(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 Pfotection 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 méjor'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 boardStére financed by the auto manufacturer." Tanner
added that in many cases the aibitration boards failed to decide disputes
in a timely manner and the decisions do not often provide fair and
reasonable reimbursement when a manufacturer Buy; 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 stfengthen 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
certifiéd by the state as meeting the requirements of state law and
federal regulations

--allows the New Motor Vehicle Board to designate a certified arbitratioﬂ.
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Capltol Report
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and Jeff Rabin
Beeé 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 leglslatlve session next

week.

. Within mlnutes after the Senate.
- committee ‘unleashed a flood of 67
- . longstalled 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 thie 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-

. 4.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 he,would “try to avold
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 almest as
conservatlve on spending matters as

- - (Assembly Republican leader) Pat

Notan. 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

U Arnmteranriatiane

| ,_‘Assemblymen
f eassenator
Lhurr|es vot™

' -By Thorne Gray licly order Assemblyman Ellhu Har-

- ris, D-Oakland, off the dais, dressing

down Harris for lobbying commlttee
members during a vote.

“He won't even let the commlttee '

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 Leglslature, the

Assembly sent'to the governor bills

that would:
¢ Establish health clinia 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,

e 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, Assemblywomadn Teresa,
. Hughes, D-Los Angeles, said a theme |
of the program is to teach students: |-
that most foolproof way to a'void.'. -

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-

sunmanl ey Lt o A REAr . T e el . B ome e R e AR A

Associated

" 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 Santxago.
College in Santa Ana. -

In the apology, read in ceurt. .

by -Superior Court Judge Leon

. ' Savitch, Schmitz took responsi-
‘bility for the press release,
* wriften 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
Schmitz :

these statements,
wrote

By Jeft Raimunc
" Bee Deputy Capitol &
" Final agreement

promise plan to r

_consumers to pay a

- ¢ycling deposit o:
containers was del
day A

The move came
out on the 1986 ses
lature.

Senate and Asse
put off final actior
give industry and
gainers time to ha
ment on what the
semblyman Burt
Angeles, character
maining issues.

“We've reached
major -issues that
pute,” insisted Mai
would end a de:
aimed at cleaning |
inating the “throwa

While a final agr

. a 50-50 proposition

week ago, Margol
percent certain” n

- ture is scheduled tc

86 session late next

LA:
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3611 - 4

"All reasonable costs o transpo g the goods when; ( :

totheab e s o
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 expenseé. =
(d) (1) Except as provided in paragraph (2), sheuld
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

numbeér-‘of attempts,’ the mariufacturer shall either.

replace the goods or reimburse the buyer in:an amount
equal to the purchase price paid by the buyer, less tha

amount directl - 1 useb theb o
e ve o e nonconform \
e man ac er.r1 representative 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 -
(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 " ( IR E _

warranties that norinally 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, -

" is obligated to pay-in connection with the replacement.
(B) When - the buyer exercises ~ the option of

 registration fees, and other official fees which the buyer o

b -\:"\ -t
G|
o .

' restitution, the manufacturer shall make restitution inan -

© 00 =1 O TUsh' 0O bO =t

136w . mELL il

. —— ‘AB 3611
amount equal to the full contract price paid or payable by
_the buyer, including any charges for transportation and - .
installed options, and any: collateral charges such assales
tax, license fees, registration fees, and other official fees 7
The amount to be paid by the manufacturer to the buyer ‘
-under this subparagraph shall be reduced by that amount - -
-~ directly attributable to-use by’ the ‘buyer prior to the
“discovery -of the nonconformity. - I -
.. (C) Nothing in'this paragraph shall-in any way: limit

10 the rights or remedies available- to the buyer under any

11 otherlaw. - = ..~ . . = R .

12 (e) (1) Itshallbe 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

90 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
93 ‘cumilative total of more than 30 calendar days since

. 24. delivery of the vehicle to the buyer. The 30-day limit shall
95 be extended only if repairs cannot be performed due:to
' 26 -conditions beyond the control of the manufacturer orits -

97 ' agents; The buyer shall be required to directly notify the’
98 . manufacturer pursuant to subparagraph (A) only if the

- 29 . manufacturer has clearly and coenspicuously disclosed to
30 -the buyer, with the warranty or the owner’s manual, the.
' 31 provisions of this subdivision ard 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 o
mhdivic .. (o ded Jdral Lol bee

°§

37

38 . (2) Ifa qualified third party dispute resolution prbceés '

39 exists, and the buyer receives -timely notification in - -

40 writing of the avai}abj]ity'of_'_a‘t'hird party process with a_ -

1117 -
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deséription of its operation and effect, the.pfesumpti‘dn ( ',

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 falfill its terms, -whichever
- occurs later.. - - R

- (3) A qualified third paffy»» diépute fésolution "‘I‘)r'océs's‘ :
‘meets all of the following

shall be one that

. criteria: -

-~ (A) Complies with the Federal Trade CGInI_Iiislsi'on’sl-
minimum requirements for informal dispute:settlement

procedures asset forth in the Commission’s regulations at
‘16 in Part 703 of Title 16 of Code of Federal Regulations
.+ (B). Renders decisions - which are binding. on the
" manufacturer if the buyer elects-to accept the decision

" (C) Prescribes a ‘reasonable time, not to exceed 30"
days, within which the manufacturer or its agents must.

fulfill the terms of those decisions’s and thet hes.

. (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, o

PR L I

includ »

~ paragraph (2) of

61 o 7T—
e provisions of the Federal Trade Commission’s-
- regula ons -in Part 703.of Title 16 of the Code of Federal
‘Regul: ions and the provisions of this chapter.. e
- (E). Renders decisions  which - -
consideration of, and can provide the rights and remedies
conferred in,
regulations in Part 703 of Title 16 of the Code of Federal
- Regulations and this chapter.

_ 9@ +Fr Has been certified by the: New Motor Vehicle
- 10

Board pursuant to-subdivisionfff\of Section 3050 of the
- Vehicle Code. ‘ (8 ' L

- (4) For the purposes of subdivision (d) and this

subdivision the following terms have the following
meanings: B ' S

" (A) “Nonconformity” means a: nonconformity which *
. substantially impairs the use, value, or safety of the new
" motor vehicle. ’ B SR
- (B) “New motor vehicle” means a new motor vehicle Y

AB, 3611

incorporate

‘the - Federal Trade  Commission’s

\-

which'is used or bought for use primarily for personal; \* 1.

family, or- household purposes. “New motor vehicle”

. includes a dealer-owned vehicle and'a “demonstrator” or

other motor vehicle sold with a manufacturer’s new car
warranty, but does not include a motorcyele; motorhome,
motor vehicle which is not registered under the Vehicle

Code because it is to be operated or used exclusively off .
- the -highways, or “any vehicle purchased solely - for
- commercial or industrial use - R S

T  nCode, to read:. |

. 6902. . Upon receipt of ~p'roof to its sa ‘on-that

sales tax en paid to the state o sale of a new
motor vehicle, that the new  or vehicle has been
replaced by the ¢tur  r that the manufacturer

has made restitution e. buyer, as provided by
“on: _ of Section 1793.2 of the
Civil Code, th = ard shall refun - e sales tax to th’
‘vehicle ~~  cturer. The board. ma  opt rules and
regula ’ that. it deéms necessary or a opriate to
c out, facilitaté compliance with, ‘or event

cumvention or ‘evasion of; this section.- 2

S
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—8-— . ‘..a_.-&,.-'_ .

C. 3. Section 10902 is added to the ‘Revenue
T * n Code, to read: BN
1 . a manufacturer of a new mo . vehicle

“‘cle or makes restitution ¢ buyer, as
h (2) of subdi ' * n (d) of Section
,prior t e expiration.of the
cense fee has been paid -
d-that part of the fee
e total licensé fee
" gonthe

replaces the
provided by par
1793.2 of the Civil
registration year for whic

The, the department - r
which bears the sam  oportion

paid as that parto ~ e registration ye '
date the vehi is transferred to the man turer and
endingo e date the registration year expires  ars to
theto registration year of the vehicle. The dep t

adopt rules and regulations it'deems necessary t

SEC. f_Section 3050 of the Vehicle Lode 1s amenaea

3050. The boara.-shall do all of- thé. foﬂoWing:

. (a) ‘Adopt rules and regulations .in accordance with

S/ N/ WA TR RS R R S B L R e e T R T

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. o R

_(by Hear and consider, within the limitations and in
accordance with the procedure provided, an’appeal

A (O

G

presented by an applicant for, or holder of; a license asa -

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. » ~ w :

(c) Consider any'matter'éoncemihg the activities or

practices of any person applying for-or holding a license.
: . Vi manufacturer,.
- manufacturer branch, distributor, distributor branch, or’

as.a’ new. motor ‘vehicle dealer,

(GN¢

representative pursuant to Chapter4 (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 -

2By
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- combination of the following:

—9— " AB 3611

board pursﬁarit to this subdivision that involves a dispﬁte

between a franchisee ' and franchisor. : After :such ‘

consideration, the board may do ‘any one. or any .

(1) Direct the department to conduct Ainveétigation of

matters that the board deems reasonable, and make.a . -

written report on the results. of the investigation to the

' board within the time'specified by the board. - -

(2) Undertake to -arbitrate amicably or resolve any

- honest difference - of ‘opinion or- viewpoint  existing .

between any member of the public and any new motor.
vehicle dealer, manufacturer, manufacturer branch,
distributor branch, or representative. ' R

~ (3) Order the department to e‘xercise’l'ahy ah_d all

" authority or power that the department may-have with

respect to the issuance, renewal, refusal to renew,
suspension, or revocation of the license of any new motor

-vehicle ‘dealer, manufacturer, manufacturer branch,
+ distributor, distributor branch, or representative as such
‘license is required under- Chapter 4 (commencing with

Section 11700) of Division 5. -~ -~ ... .0 .
- (d) Hear and consider; within: the limitations and in -
accordance with the procedure provided, ‘a.protest

- presented by a franchisee pursuant to Section 3060, 3062, B
3064, or 3065. 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

involving a protest filed . pursuant . ‘to -Article 4 .
(commencing with Section 3060).. . . - .~ . -
o lisputes which erise  eny ] _
efaﬁewumetefvehieleméthe.ﬁewmeterve}ﬁe}e '

3 iy

 in o manner that

the
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WAYS AND MEANS COMMITTEE ANALYSIS

Author: Tanner mmended: 05/19/86 Bill No.: AB 3611
Policy Committee: Consumer Protection Vote: 5-0

Urgency: No Hearing Date: 05/28/86

State Mandated Local Program: No Staff Caments by:

Disclaimed: Tom 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 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 unifomity 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 DMV regional costs and
sales tax.

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

Fiscal:

This bill provideé for the New Motor Vehicle Board to assess annual fees for
the costs of certifying arbitration programs. The DMV 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 MNew
~ Motor Vehicle Board to certify
arbitration processes. Costs
fully offset by fees charged to
manufacturers and distributors of
motor vehicles.

(98/61/6 °wy) 119¢ Qv

2. Unknown absorbable costs to the
~ State Board of Equal1zat1on to
reimburse sales tax in rest1tut1on -
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. :

Ana1ysfs

This bill changes current 1aw pertaining to
vehicle warranty procedures. Specifically, the bill:

¢ Requires the manufacturer of a motor veh1c1e,
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 reasonab]e number -
-of attempts by the buyer.

1123



AB 3611--contd

o 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. . A

e Authorizes the board to‘Charge fees to
manufacturers, distributors, and their
branches to fund the board's costs.

e Reguires 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 potentia11y'

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
absorbabie. ' '

Unknown revenue loss to the Genéral 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 rep]aCe those
goods or reimburse the buyer in an amount equal to the purchase price, less -the
amount directly attributable to the buyer's use pr1or to the discovery of the
nonconform1ty (defect).

In 1982, those provisions of the Song- Bever]y 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 maior 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 assert1ng the "lemon presumption" (4 times/30 days = "reasonable
number of repair attempts"”) in a legal action to obta1n a vehicle rep]acement
or refund .

This bill would amend that 1aw and re1ated laws to:

- continued -

AB 3611
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' 1).

2)

3)

4)

5)

Y

AB 3611
Page 2

Expressly rovide that the vehicle buyer gets to choose whether she or he
receives a rep acement vehicle or a refund;

Specifically rovide, for new motor vehicles, what is included in the

replacement opt on 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. :

Add statutory provisions to re uire the Board of Equalization and the
Department of Motor Vehicles to re und 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.

Re uire the California New Motor Vehicle Board to certif each dispute
reso ution process used to arbitrate "lemon" vehic sputes 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 rocess would be required to provide
the Board with any information the Boar eemed 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.

oard to provide arbitration itself, which
ds for resolvihg disputes arising between
, or distributor.

Require the New Motor Vehicl
meets the state"s minimum stan
a new motor vehiche purchaser an

second qualified arbitration.

- continued -

AB 3611
Page 2
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AB 3611
Page 3

6) Provide that a new motor yefiicle buyer may request formal arbitration of
vehicle disputes with mprfufacturers by the New Motor Vehicle Board and
that specified conditiéns 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 -
en t e oard 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
"Temon 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

The bill provides for sales tax
tions of vehicle license and

and arbitration by the New Motor
Vehicle Board. The Bbard estimates A first year start-up costs of approximately
$610,000 with an orfgoing $649,000/0perational cost per year thereafter. The
Board expects to/fund these cgsfs through its authority to assess annual fees
from its regu)dted manufactyrérs and distributors and the filing fees for

Unknown. This is a.fiscal
refunds and pro-rata refyads of unused p

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: 1long delays in obtaining a hearing (beyond the prescribed
-40-60 day time 1imit); 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 bi11 is opposed by Ford Motor Company, Chrys1er Corpordtion, the
Automobile Importers of America, the Motor Vehicle Manufacturers
-Association and the Recreational Vehicle Industry Association.

Opponerits 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 | o © AB 3611
324-2721 .- Page 4
aconpro
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ASSEMBLY THIRD READING
{ - FanhER

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, 0'Connell,

- Peace, Roos, M. Waters

Nays: Nays: D. Brown

Existing law generally provides that a manufacturer who is unable to service or
reépair consumer goods, including motor vehicles, so that they conform to the
applicable express warranties after a reasonable number of attempts - must
__either rep]ace 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
assert1ng the "lemon presumption" (4 times/30 days = "reasonable number of
repair attempts") in a legal action to obtain a vehicle replacement or refund.

AThﬁs bill amends that law and related laws to:

1) Amend the definition of a "new motor vehicle" which is covered by the
z “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 def1n1t1on for excluded
off-road and commercial vehicles.

- continued -

AB 3611
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5)

. 6)

-7)

+

Page 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.

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.

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.

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.
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 spec1f1ed refund to the buyer. _
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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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.

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

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

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.

AL EFFECT
rding to the Legislative Analyst, this bill will result in:

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.

nues: 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

1y

This bill is sponsored by its author to strengthen existing "lemon" law

_ protections, to eliminate inequities that have occurred from that law's

impiementation 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
"Temon" 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: 1long 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 (AIA).

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. DefFuria 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/Vehlcle Code 3

" DRS 6

1

CONSUMER PROTECTION 1

'—ARBITRATION PROCEEDINGS FOR DEFECTIVE
— AUTOMOBILES-

HISTORY -

Source: California Public Interest Research Group
(CalPIRG)

Prior Legislation: None
Support: Unknown
Opposition: No known

Assembly Floor Vote: Ayes 66 - Noes 5

|  KEY ISSUE

'SHOULD ARBITRATION PROCEEDINGS OVER DEFECTIVE
AUTOMOBILES BE SUBJECT TO 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 requiré a
consumer who believes'his'automobile is defective

(More)
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AB 36114(Tanner)
Page 2 .

to resort first to a third party resolution
process in order to recover damages from the
manufacturer.

(1) Existing law requires such third part
resolution processes to comply with "minimum
requirements"” of the Federal Trade.
Commission's (FTC) dispute settlement
requlations.

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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Page 3

1.

COMMENT
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.

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:

(Mqre)
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(1) cert1f1cat10n by the New Motor Vehicle
Board;

(2) conformity with FTC guldellnes concerning
dec1s1ons, rights, and remedles- and

(3) provisioni at the request of the
arbitrator panel, for a car inspection by
an independent automobile expert.

‘The bill permits the New Motor Vehlcle Board
. to charge annual fees for certifying

arbitration panels.

_New.daméges

'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 w1th towing,

repair, or car rental.

_The bill permits manufacturers to seek

reimbursement from the Board of Equallzatlon

_for any sales tax they return to a consumer.

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

A2

AUTHOR _ AMENDMENT DATE BILL NUMBER
Tanner, et al. ~ As proposed RN 86 020241 AB 3611
ANALYSIS | : ‘ 4

A. Specific Findings (Continued)

CJ:PH/0039A/0529C2

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 retall. 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 HWarranty 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 sa]éries, 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. A

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 bi1l requires the bureau to provide the legislature a biennial report
on the effectiveness of the program. o

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)
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BILL ANALYSISIENROLLED BILL REPORT-—(Continued) | | _Form DF-43 -

- AUTHOR , AMENDMENT DATE ‘ BILL NUMBER
Tanner, et al. , . As probqsed RN 86 020241 AB 3611
ANALYSIS

A.‘lspecific Findings (Continued)

The bi11 would require the board to administer the collection of fees to
be paid for the purpose of this program. A1l fees collected will be
deposited into the special fund.

Offering a sales tax refuhd to the manufacturer as proposed by thé bill
could diverge from the basic foundation of the sales tax that it 1s
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. HKWe 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 fhe 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.

CJ:PH/0039A/0529C3
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AE| A.E. Davis d Comp A8 se

D 925 L Street, Suite 390 ¢ Sacramento, CA 95814 ¢ (916) 441-4140

Augqust 18, 1986

Sally Tanner

Member of theAssembly

State Capitol - Roam 4146
to, CA 95814

Dear Sally:

Chrysler Corporation now supports your AB 361l as you agreed to amend it last
Thursday .

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

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

Kindest regards,

A. E. Davis

cc: Members, Senate Appropriation Camittee
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Legislative Analyst
Rugust 19, 1986

ANALYSIS OF ASSEMBLY BILL NO. 2611 (Tanner)
As Amended in Senate August 15, 1986
1985-86 Session

Ficcal 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 (RAR) 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.

Analvsis:

This bill requires the Bureau of Automotive -
Repair 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:

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

L)

(98/51/8 "wy) 119¢ &Y
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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.

o Requires motor vehicle manufacturers to
replace defective vehicles or make
restitutions if the manufacturer is unable to
service or repa2ir 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 arbitratior program applicant to fund
its program costs. Such fees would be
deposited by the New Motor Vehicle Board
(NMVB) into the Automobile Warranty and
Arbitratior Program Certification Fund.

e PRequires 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.
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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 prearams. 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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" tions Fiscal Summary

Author: Tanner Amended: 7/9/86 Bill #: AB 3611
& ICR 020241

-

Hearing Date: 8/11/86

Summary by: EA4 Derman
**********?***************************************************
Bill Summary: ‘
This bill creates a new Automobile Arbitration
Certification Program, to be by the Bureau of

ve Repair, effective 7/1/88. Program costs would be
paid from fees imposed on manuf . The
bill also permits a buyer to elect restltl.ztlon, including fees
and taxes paid for the vehicle, rather than of a

defective new motor vehicle. The Board of Equalization would
the manufacturer for the sales tax paid on such '
vehicles.

**************************************************************
—— s -————— Piscal- Impact by ngcaj Year— < T TTC

(Dollars in )

1986-87 1987-88 1988-89 Fund
Sales tax - - Unknown annual reductions General

=== $800 anmual reduction STF*
#New Motor Vehicle Board Account, State tion Fund
dodede e e de e e de e e ke e o Fe Jo e de Fo g e de e e e Ko Ko de Ko ek o de dc g de de de dek Kk ke k ke do ke ke do ko ke ke ke ke kg de ke gk ok kek

'S ON: Amend and do pass.

The New Motor Vehicle Board Account loss is a completely ional

effect of the bill, and derives from the way the latest
‘were drafted. Author will propose simple
+0 correct the error. The sales tax reduction

stems frem the ‘ for vehicles.
Registration and license fees would not be to the
manufacturer. Other costs in the bill either are le

or offset by fees.
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