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SENATE, No. 2201

STATE OF NEW JERSEY

INTRODUCED MARCH 3, 1988

By Senators 0' CONNOR and DiFRANCESCO

1 AN ACT concerning certain new motor vehicle warranties and

repealing P.L. 1983, c. 215 and making an appropriation.

3

BE IT ENACTED by the Senate and General Assembly of the

5 State 0/ New Jersey:

1. The Legislature finds that the purchase of a new motlJr

7 vehicle is a major, high cost consumer transaction and the

inability to correct defects in these vehicles creates a major

9 hardship and an unacceptable economic burden on the consumer.

It is the intent of this act to require the manufacturer of a new

11 motor vehicle to correct defects originally covered under the

manufacturer's warranty which are identified and reported

13 within a specified period. It is the further intent of this act to

provide procedures to expeditiously resolve disputes between a

15 conswner and a manufacturer when defects in a new motor

vehicle are not corrected within a reasonable time, and to

17 provide to award specific remedies where the uncorrected defect

substantially impairs the use, value, or safety of the new motor

19 vehicle.

2. As used in this act:

"Consumer" means a buyer or lessee, other than for purposes

of resale or sublease, of a motor vehicle; a person to whom a

motor vehicle is transferred during the duration of a warranty

applicable to the motor vehicle; or any other person entitled by

the terms of the warranty to enforce the obligations of the

warranty.

27 "Dealer" means 1[an agent, distributor or auth,orized dealer of

the manufacturer of the new motor vehicle] a person who is

29 actively engaged in the business of buying, selling or exchanging

motor vehicles at retail and who has an established place of

31 business1.

EXPLANATION--Matter enclosed in bold-faced brackets [thus] in the
above bill is not enacted and is intended to be omitted in the law.

Matter underlined ~ is new matter.
~atter enclosed in superscript numerals has been adopted as follows:

Senate SLI committee amendments adopted April 25, 1988.
2 Senate SRF committee amendments adopted May 9, 1988.

)
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1 "Director" means the Director of the Division of Consumer

Affairs in the Department of Law and Public Safety, or his

3 designee.

"Division" means the Division of Consumer Affairs in the

5 Department of Law and Public Safety.

"Lease agreement" means a contract or other written

7 agreement in the form of a lease for the use of a motor vehicle

by a person for a period of time exceeding 60 days, whether or

9 not the lessee has the option to purchase or otherwise become the

owner of the motor vehicle at the expiration of the lease.

11 "Lessee" means a person who leases a motor vehicle pursuant

to a lease agreement which provides that the lessee is responsible

13 for repairs to the motor vehicle.

"Lessor" means a person who holds title to a motor vehicle

15 leased to a lessee under a lease agreement or who holds the

lessor's rights under such an agreement.

17 "Lien" means a security interest in a motor vehicle.

"Lienholder" means a person with a security interest in a

19 motor vehicle pursuant to a lien.

"Manufacturer" means a person engaged in the business of

21 manufacturing, assembling or distributing motor vehicles, who

will, under normal business conditions during the year,

23 manufacture, assemble or distribute to dealers at least 10 new

motor vehicles.

25 "Manufacturer's informal dispute settlement procedure"

means an arbitration process or procedure by which the

27 manufacturer attempts to resolve disputes with consumers

regarding motor vehicle nonconformities and repairs that arise

29 during the vehicle's warranty period.

"Manufacturer's warranty" or "warranty" means any warranty,

31 whether express or implied of the manufacturer, of a new motor

vehicle of its condition and fitness for use, including any terms or

33 conditions precedent to the enforcement of obligations under the

warranty.

35 "Motor vehicle" means a passenger automobile or motorcycle

as defined in R.S. 39:1-1 which is registered by the Division of

37 Motor Vehicles in the Department of Law and Public Safety,

except the living facilities of motor homes.

39 "NonconfoITTlity" means a defect or condition which sub-
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1 stantially impairs the use, value or safety of a motor vehicle.

"Reasonable allowance for vehicle use" means the mileage

3 l[which is in excess of twelve thousand miles] at the time the

consumer first presents the motor vehicle to the dealer or

5 manufacturer for correction of a nonconformity1 times the

purchase price, or the lease price if applicable, of the vehicle,

7 divided by one hundred thousand miles.

3. If a consumer reports a nonconformity in a motor vehicle to

9 the manufacturer or its dealer during the first 2[eighteen

thousand] 18,0002 miles of operation or during the period of two

11 years following the date of original delivery to a consumer,

whichever is 2[the]2 earlier 2[date]2, the manufacturer shall

13 make, or arrange with its dealer to make, within a reasonable

time, all repairs necessary to correct the nonconformity l[at the

15 expense of the manufacturer]. Such repairs if made after the

first 12,000 miles of operation or 2[during] afterZ the period of

17 one year following the date of original delivery to the consumer,

whichever is 2[the]2 earlier 2[date]2, shall be paid for by the

19 consumer, unless otherwise covered by a manufacturer 's

warranty, and shall be recoverable as a cost under section 14 of

21 this act1.

4. a. If, during the period specified in section 3 10 f this act1,

23 the manufacturer or its dealer is unable to repair or correct a

nonconformity within a reasonable time, the manufacturer shall

25 accept return of the motor vehicle from the consumer. The

manufacturer shall provide the consumer with a full refund of the

27 purchase price of the original motor vehicle including any stated

credi t or allowance for the consumer I s used motor vehicle, the

29 cost of any options or other modifications arranged, installed, or

made by the manufacturer or its dealer within 30 days after the

31 date of original delivery, and any other charges or fees including,

but not limited to, sales tax, license and registration fees,

33 finance charges, l[and]l reimbursement for towing and l[rental

vehicle expenses incurred by the consumer as a result of the

35 vehicle being out of service for warranty repair] reimbursement

for actual expenses incurred by the consumer for the rental of a

37 motor vehicle equivalent to the consumer's motor vehicle and

limited to the period during which the consumer's motor vehicle

39 was out of service due to a nonconformityl, less a reasonable

allowance for vehicle use. Nothing herein shall be construed to
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1 preclude a manufacturer from making an offer to replace the

vehicle in lieu of a refund; except that the consumer may, in any

3 case, reject a manufacturer's offer of replacement and demand a

refund. Refunds ::hall be ma...l.~ to the consumer and lienholder, if

5 any, as their interests appear on the records of ownership

maintained by the Director of the Division of Motor Vehicles.

7 lIn the event that the consumer accepts an offer to replace the

motor vehicle in lieu of a refund, it shall be the manufacturer's

9 responsibility to insure that any lien on the returned motor

vehicle is transferred to the replacement vehicle. 1

11 b. A consumer who leases a new motor vehicle shall have the

same remedies against a manufacturer under this section as a

13 consumer who purchases a new motor vehicle. If it is detennined

that the lessee is entitled to a refund pursuant to subsection a. of

15 this section, the consumer shall return the leased vehicle to the

lessor or manufacturer and the consumer's lease agreement with

17 the motor vehicle lessor shall be terminated and no penalty for

early tennination shall be assessed. The manufacturer shall

19 provide the consumer with a full refund of the amount actually

paid by the consumer under the lease agreement, including any

21 addi tional charges as set forth in subsection a. of this section if

actually paid by the consumer, less a reasonable allowance for

23 vehicle use. The manufacturer shall provide the motor vehicle

lessor with a full refund of the vehicle's original purchase price

25 plus any unrecovered interest expense, less the amount actually

paid by the consumer under the agreement. 1Refunds shall be

27 made to the lessor and lienholder, if any, as their interests appear

on the records of ownership maintained by the Director of the

29 Division of Motor Vehicles.!

5. a. It is presumed that a manufacturer or its dealer is mabIe

31 to repair or correct a nonconfonnity within a reasonable time if,

within the first eighteen thousand miles of operation or during

33 the period of two years following the date of original delivery of

the motor vehicle to a consumer, whichever is the earlier date:

35 (1) Substantially the same nonconformity has been subject to

repair three or more times by the manufacturer or its dealer and

37 the nonconfonnity continues to exist; or

(2) The motor vehicle is out of service by reason of repair for

39 one or more nonconfonnities for a cumulative total of 20 or more
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1 calendar days since the original delivery of the motor vehicle and

a nonconfonnity continues to exist.

3 b. l[£t is presumed for the purposes of this section that the

manufacturer has received notification from its dealer of a

5 potential claim pursuant to this act prior to the third repair

attempt or prior to the motor vehicle being out of service by

7 reason of repair for a cumulative total of 20 or more calendar

days. It shall not be a defense to a manufacturer under this act

9 that notification by its dealer was not received] The presumption

contained in subsection a. of this section shall apply against a

11 manufacturer only if the manufacturer has received written

notification, by or on behalf of the consumer, by certified mail

13 return receipt requested, of a potential claim pursuant to the

provisions of this act and has had one opportunity to repair or

15 correct the defect or condition within 10 calendar days following

receipt of the notification. Notification by the consumer shall

17 take place any time after the motor vehicle has had substantially

the same nonconformity subject to repair two or more times or

19 has been out of service by reason of repair for a cumulative total

of 20 or more calendar daysl.

21 c. The two-year term and the 20-day period specified in this

section shall be extended by any period of time during which

23 repair services are not available to the consumer because of a

war, invasion or strike, or a fire, flood, or other natural disaster.

25 6. a. At the time of purchase lin the State of New Jerseyl,

the manufacturer l[or] throughl its dealer, or at the time of

27 lease lin the State of New Jerseyl, the lessor, shall provide

directly to the consumer the following written statement on a

29 separate piece of paper, in 10-point bold-face type:

"IMPORTANT: IF THIS VEHICLE IS DEFECTIVE, YOU MAY BE

31 ENTITLED UNDER NEW JERSEY LAW TO A REFUND OF THE

PURCHASE PRICE OR YOUR LEASE PAYMENTS. FOR

33 COMPLETE INFORMATION REGARDING YOUR RIGHTS AND

REMEDIES UNDER THE RELEVANT LAW, CONTACT THE NEW

35 JERSEY DEPARTMENT OF LAW AND PUBLIC SAFETY,

DIVISION OF CONSUMER AFFAIRS."

37 b. Each time a consumer I s motor vehicle is returned from

being examined or repaired during. the period specified in section

39 3 of this act, the manufacturer 1[orl throughl its dealer shall

provide to the consumer l[a fully] anl itemized, legible
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1 statement of repair which indicates any diagnosis made and all

work perfonned on the vehicle and provides infonnation

3 including, but not limited to, the following: a general description

of the problem reported by the consumer or an identification of

5 the problem reported by the consumer or an identification of the

defect or condition; the amount charged for parts and the amount

7 charged for labor 1, if paid for by the consumer1; the date and

the odometer reading when the vehicle was submitted for repair;

9 and the date and odometer reading when the vehicle was made

available to the consumer.

11 c. Failure to comply with the proVISIOns of this section

constitutes an unlawful practice pursuant to section 2 of P.L.

13 1960, c. 39 (C. 56:8-2).

7. If a motor vehicle is returned to the manufacturer under the

15 provisions of this act or a similar statute of another state or as

the result of a legal action or an infonnal dispute settlement

17 procedure, it shall not be resold or re-Ieased in New Jersey unless:

a. 1[ The manufacturer provides the same warranty it provided

19 to the original purchaser, except that the tenn of· the warranty

need only last for 12,000 miles or 12 months after the date of

21 resale, whichever is earlier; and

b.]l The manufacturer provides 1to the dealer or lessor and the

23 dealer or lessor provides to1 the consumer l[with]l the following

written statement on a separate piece of paper, in 10-point

25 bold-face type: "IMPORTANT: THIS VEHICLE WAS

RETURNED TO THE MANUFACTURER BECAUSE IT DID NOT

27 CONFORM TO THE MANUFACTURER t S WARRANTY AND THE

NONCONFORMITY WAS NOT CORRECTED WITHIN A

29 REASONABLE TIME AS PROVIDED BY LAW."

lb. Nothing in this section shall be construed as imposing an

31 obligation on a dealer or lessor to determine whether a

manufacturer is in compliance with the terms of this section nor

33 shall it be construed as imposing liability on a dealer or lessor for

the failure of a manufacturer to comply with the terms of this

35 section. 1

c. Failure to comply with the provisions of this section

37 constitutes an unlawful practice pursuant to section 2 of P.L.

1960, c. 39 (C. 56:8-2).

39 8. a. If a manufacturer has established, or participates in, an
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1 informal dispute settlement procedure pursuant to section 110 of

Pub. L. 93-637 (15 U.S.C. §2310) and the rules promulgated

3 thereunder, or the requirements of this section, a consumer may

submit a dispute regarding motor vehicle nonconformities l[or

5 repairs]! to the dispute settlement body provided by that

procedure but a consumer shall not be required to first

7 participate in the informal dispute settlement procedure before

participating in the division's summary hearing procedure under

9 this act.

b. If a consumer chooses to use a manufacturer's informal

11 dispute settlement procedure established pursuant to this section,

the findings and decisions of the dispute settlement body shall

13 state in writing whether the consumer is entitled to a refund

under the presumptions and criteria set out in this act and the

15 findings and decisions shall be admissible l against the consumer

and the manufacturer1 in any legal action.

17 c. If the dispute settlement body determines that a consumer

is entitled to relief under this act, the consumer shall be entitled

19 to a refund as authorized by section 4 of this act.

d. In any informal dispute settlement procedure established

21 pursuant to this section:

(1) Participating arbitrators shall be trained in arbitration and

23 familiar with the provisions of this act.

(2) Documents shall not be submitted to any dispute

25 settlement body unless the documents have been provided to each

of the parties in the dispute at least seven days prior to

27 commencement of the dispute settlement hearing. The parties

shall be given the opportunity to comment on the documents in

29 writing or with oral presentation.

(3) 1[Manufatturer or dealer representatives shall not

31 participate in the informal dispute settlement procedure unless

the conswner is also present and given an opportunity to be

33 heard, or unless the consumer consents to the manufacturer or

dealer participation without the consumer's presence and

35 participation] No party shall participate in the informal dispute

settlement procedure unless all other parties are also present and

37 given an opportunity to be heard, or unless the other parties

consent to proceeding without their presence and participation1.

39 (4) A consumer shall be given an adequate opportunity to
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1 contest a manufacturer's assertion that a nonconformity falls

within intended specifications for the vehicle by having the basis

3 of the manufacturer's claim appraised by a technical expert

selected and paid for by the consumer prior to the

5 manufacturer I s informal dispute settlement procedure. If the

dispute settlement body rules in favor of the consumer, his costs

7 and reasonable attorney's fees shall also be awarded.

(5) A dispute shall not be heard if there has been a recent

9 attempt by the manufacturer to repair a consumer's vehicle, but

no response has yet been received by the disputp. settlement body

11 from the consumer as to whether the repairs were successfully

completed. This provision shall not prejudice a consumer's right

13 under this sec tion.

(6) The manufacturer shall provide, and the dispute settlement

15 body shall consider, any relevant technical service bulletins which

have been issued by the manufacturer regarding motor vehicles of

17 the same make and model as the vehicle that is the subject of the

dispute.

19 e. Any manufacturer who establishes, or participates in, an

informal dispute settlement procedure, whether it meets the

21 requirements of this section or not, shall maintain, and forward

to the director at six month intervals, the following records:

23 (1) The number of purchase price and lease price refunds

requested, the number awarded by the dispute settlement body,

25 the amount of each award and the number of awards satisfied in a

timely manner;

27 (2) The number of awards in which additional repairs or a

warranty extension was the most prominent remedy, the amount

29 or value of each award, and the number of awards satisfied in a

timely manner;

31 (3) The number and total dollar amount' of awards in which

some form of reimbursement for expenses or compensation for

33 losses was the most prominent remedy, the amount or value of

each award and the number of awards satisfied in a timely

35 m~er; and
(4) The average number of days from the date of a consumer's

37 initial request to l[arbitratel use the manufacturer's informal

dispute settlement procedure1 until the date of the decision and

39 the average number of days from. the date of the decision to the
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1 date on which performance of the award was satisfied.

9. a. A consumer shall have the option of submi tting any

3 dispute arising under section 4 of this act to the division for

resolution. The director may establish a filing fee, to be paid by

5 the consumer, fixed at a level not to exceed the cost for the

proper administration and enforcement of this act. This fee shall

7 be recoverable as a cost under section 14 of this act. Upon

application by the consumer and payment of any filing fee, the

9 manufacturer shall submit to the State hearing procedure.

b. The director shall review a consumer's application for

11 dispute resolution and accept eligible disputes for referral to the

Office of Administrative Law for a summary hearing to be

13 conducted in accordance with special rules adopted pursuant to

the "Administrative Procedure Act," P.L. 1968, c. 410 (C.

15 52:14B-l et seq.), by the Office of Administrative Law in

consultation with the director. Immediately upon acceptance of

17 a consumer I s application for dispute resolution, the director shall

contact the parties and arrange for a hearing date with the Clerk

19 of the Office of Administrative Law. The hearing date shall, to

the greatest extent possible, be convenient to all parties, but

21 shall be no later than 20 days from the date the consumer's

application is accepted, unless a later date is agreed upon by the

23 consumer. The Office of Administrative Law shall render a

decision, in writing, to the director within 15 days of the

25 conclusion of the summary hearing. The decision shall provide a

brief summary of the findings of fact, appropriate remedies

27 pursuant to this act, and a specific date for completion of all

awarded remedies. The director, upon a review of the proposed

29 decision submitted by the administrative law judge, shall adopt,

reject, or modify the decision no later than 10 days after receipt

31 of the decision. Unless the director modifies or rejects the

decision within the 10-day period, the decision of the

33 administrative law judge shall be deemed adopted as the final

decision of the director. If the manufacturer lunreasonablyl

35 fails to comply with the decision within the specified time period,

the manufacturer shall be liable for penalties in the amount of

37 $5,000.00 for each day the manufacturer lunreasonably1 fails to

comply, commencing on the day after the specified date for

39 completion of all awarded remedies.
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1 c. The Office of Administrative Law is authorized to issue

subpoenas to compel the attendance of witnesses and the

3 production of documents, papers and records relevant to the

dispute.

5 d. A manufacturer or consumer may appeal a final decision to

the Appellate Division of the Superior Court. An appeal by a

7 manufacturer shall not be heard unless the petition for the appeal

is accompanied by a bond in a principal sum equal to the money

9 award made by the administrative law judge plus $2,500.00 for

anticipated attorney's fees and other costs, secured by cash or

11 its equivalent, payable to the consumer. The liability of the

surety of any bond filed pursuant to this section shall be limited

13 to the indemnification of the consumer in the action. The bond

shall not limit or impair any right of recovery otherwise available

15 pursuant to law, nor shall the amount of the bond be relevant in

determining the amount of recovery to which the consumer shall

17 be entitled. If a final decision resulting in a refund to the

consumer is upheld by the court, recovery by the consumer shall

19 include l[continuing damages in the amount of $25.00 per day for

each day, subsequent to the day the motor vehicle was returned

21 to the manufacturer] reimbursement for actual expenses incurred

by the consumer for the rental of a motor vehicle equivalent to

23 the consumer' s motor vehicle and limited to the period of time

after which the consumer's motor vehicle was offered to the

25 manufacturer for return1 under this act, except in those cases in

which the manufacturer made a comparable vehicle available to

27 the consumer free of charge during that period. If the court finds

that the manufacturer had no reasonable basis for its appeal or

29 that the appeal was frivolous, the court shall award treble

damages to the consumer. Failure of the Office of

31 Administrative Law to render a written decision within 15 days of

the conclusion of the summary hearing as required by subsection

33 b. of this section shall not be a basis for appeal.

e. I[Notwithstanding subsections b., c. and d. of this section,

35 the Attorney General may establish an alternate State settlement

procedure if he determines that such an alternate procedure is

37 required to effectuate the purpose] The Attorney General shall

monitor the implementation and effectiveness of this act and

39 report to the Legislature after three years of operation, at which
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1 time a recommendation shall be made either to continue under

the procedures set forth in this act or to make such modifications

3 as may be necessary to effectuate the purposes1 of this act.

10. The Division of Consumer Affairs shall maintain an index

5 of all motor vehicle disputes by make and model. The division

shall, at six-month intervals, compile and maintain statistics

7 indicating the record of manufacturer compliance with any

settlement procedure decisions. The statistics shall be public

9 record.

11. A consumer shall not be required to participate in a

11 manufacturer's informal dispute settlement procedure or the

division's summary hearing procedure before filing an action in

13 the Superior Court l[to enforce any remedy provided by this

act]l. 1However, a decision rendered in a proceeding brought

15 pursuant to the division's summary hearing procedure shall be

binding on the consumer and the manufacturer, subject to the

17 right of appeal as set forth in subsection d. of section 9 of this

act, and shall preclude the institution of any other action in the

19 Superior Court under this act.!

12. It shall be an affirmative defense to a claim under this act

21 that the alleged nonconformity does not substantially impair the

use, value, or safety of the new motor vehicle or that the

23 nonconformity is the result of abuse, neglect, or unauthorized

modifications or alterations of the motor vehicle by anyone other

25 than the manufacturer or its dealer.

13. Any party to an action in the Superior Court of this State

27 asserting a claim, counterclaim or defense based upon violations

of this act shall mail a copy of the initial or responsive pleading

29 containing the claim, counterclaim or defense to the Attorney

General within 10 days after filing the pleading with the court.

31 Upon application to the court in which the matter is pending, the

Attorney General may intervene or appear in any status

33 appropriate to this matter.

14. In any action by a consumer against a manufacturer

35 brought in Superior Court or in the division pursuant to the

provisions of this act, a prevailing consumer shall be awarded

37 reasonable attorney's fees and costs.

15. All fees, penalties and costs collected by the division

39 pursuant to this act shall be -appropriated for purposes of
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1 offsetting costs associated with the handling and resolution of

consumer 1automotive1 complaints l[under this act]l.

3 16. A manufacturer shall certify to the division, within one

year of discovery, the existence of any inherent design defect

5 common to all motor vehicles of a particular model or make.

Failure to comply with this constitutes an Wl1awful practice

7 pursuant to section 2 of P.L. 1960, c. 39 (C. 56:8-2).

17. The director may institute proceedings against any

9 manufacturer who fails to comply with any of the provisions of

this act.

11 18. Nothing in this act shall be construed as imposing any

liability on a dealer, or creating a cause of action by a

13 l[consumerl manufacturer1 against a dealer, land nothing shall

be construed as imposing any liability on a dealer, or creating a

15 cause of action by a consumer against a dealer1 under section 4

of this act.

17 19. Nothing in this act shall in any way limit the rights or

remedies which are otherwise available to a consumer under any

19 other law.

20. Any agreement entered into by a consumer for the

21 purchase or lease of a new motor vehicle which waives, limits or

disclaims the rights set forth in this act shall be void as contrary

23 to public policy.

21. Within 120 days following enactment, the director shall.

25 subject to approval by the Attorney General and pursuant to the

provisions of the "Administrative Procedure Act," P.L. 1968, c.

27 410 (C. 52:14B-1 et seq.), adopt rules and regulations necessary

to effectuate the purposes of this act.

29 22. P.L. 1983, c. 215 (C. 56:12-19 et seq.) is repealed.

23. There is appropriated $250,000.00 from the General Fund

31 to the Department of Law and Public Safety to effectuate the

purposes of this act.

33 24. 2[This] Section 21 of this act shall take effect immediately

and the remainder of this2 act shall take effect on the 1[120th]

35 180th1 day following enactment and shall apply to all new motor

vehicles purchased or leased on or after that date.
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MOTOR VEHICLES

Consumer Affairs

Requires manufacturer to repair defective new cars or give

5 refunds; appropriates $250,000.
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1 21. Within 120 days following enactment, the director shaU,
subject to approval by the Attomey General and punuant to the

3 provisions of the .. Administrative Procedure Act," P.L. 1968, c.

410 (C. 52:148-1 et seq.), adopt roles and reRUlations necessary

5 to effectuate the purposes of this act.

22. P.L. 1983, c. 215 (C. 56:12-19 et seq.) is repealed.

7 ,23. There is appropriated $250.000.00 from the General Fund

to the Department of Law and Public Safety to effectuate the

9 purposes of this act.

24. This act shall take effect on the 120th day following

11 enactment and shall apply to all new motor vehicles purchased or

leased on or after that date.

13

15 ~()()U5b{(:~ STATEMENT
~

11 Consumers in New Jersey purchase over one-balf million new

motor vehicles annually. In tIut last five years appl'Oximately

19 10,000 consumers have purchased new motor vehicles which have

been found to have chronic. UIlCOrrectable defects. These

21 defective vehicles represent a present day value in excess of $160

million.

23 This bill. which repeals aDd replaces New Jersey's present
"lemon law." P.L. 1983. c. 215 (C. 52:12-19 et seq.). requires the

25 manufacturer to correct a defective vehicle within a specified

period of time or pennit the buyer or lessee of the vehicle to

27 return it for a refund. 'nae bill pannits a consumer who does not
believe the manufacturer has complied to use any of three

29 different methods to seek a resolution to the dispute:

1. Use the manufacturer's infonnal dispute settlement
31 procedure if it conforms to the requirements of the bill or federal

law;

33 2. Submit the dispute to the Division of Consumer Affairs in

the Department of Law and Public Safety. which may refer the

35 dispute to the Office of Administrative Law for a summary

hearing; or

31 3. File an action in Superior Court.
Further. this but requires creation of special nal. IIld

39 procedvres for the hearinp conducted by the Office of

Administrative Law to provide the coDIUIDer with 8ft effective.
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1 iDfonnal and expeditious altemaUve for resolving disputes arising

from good faith wa1Tllllty complaints, and sets forth specific

3 remedies to be applied by the Director of the Division of

CoDsumer Affairs. The consmner is not required to use the
& menufacturer's infonnal dispute settlement plOCedure prior to

submitting the dispute to the division.

7 'lbe Division of Consumer Affairs is designated to maintain
records of motor vehicle disputes and to periodically compile

9 statistics on the record of manufacturer's compliance.

The bill appropriates $2&0,000.00.

11

13

16

MOTOR VEHICLES

Conswner Affairs

"

Requires manufacturer to repair defective new cars or pre
17 refunds; appropriates $260,000.



SENATE LABOR. INDUSTRY AND PROFESSIONS COMMlTIEE

STATEMENT TO

SENATE, No. 2201
with Senate committee amendments

STATE OF NEW JERSEY

DATED: APRIL 25.1988

The Senate Labor, Industry and Profession Committee reports

favorably and ~th committee amendments Senate, No. 2201.

This bill repeals and replaces New Jersey I s present lemon law,

P.L. 1983. c. 215 (C. 56:12-19 et seq.).

The bill, as amended by the committee, requires a

manufacturer of a new automobile or motorcycle to repair an
defects which substantially impair the vehicle's use, value or

safety if reported by the consumer within the first 18,000 mil_
of operation or within two years of the vehicle's detivel)' to the

COMUIIIer, whichever is earlier. However. the comInittee
provided that any repairs made after expiration of the applicable

WU'l'IDty period shall be paid by tfae COI8IIIl8r, subject to

suh&equmt reimbunement in an action or admiaistrative beariDa
pursuant to the provisions of this bill. If the ......factuNr or itl

dealer is unable to repair a defect within a reaaaable u.e. tile
biB requires the manufacturer to refund the full pdce

and otber charps and fees specified in the bilL 1_ ID _

for. the CODIUII1er' s use of the retumed VIIdcIe. .....
manufacturer may offer to replace the vehicle hi lieu of .....
but the coasumer may reject a mllDUfactunll". ott. or
repllCelllent end demand a refund. 'lbe refund would be to
tile .......r ..... to 8ftJ'OIl8 bDldiDa a U... tile A
~r who 188181 a Il8W vehicle would ...". _
~, 8JlCept that the CGIIIUIIlef would full .....
of the t actually paid by the r r ....
......t any cha..... ,,'f_ l0111 .., the .
re-ale alIaw8llQe for vehicle _.

11Ie blIll(IICln. that "within t_" _.-a:
a. 11Ie 11Ift. delect hu been t to repair or ...

times ...... the lint 18,000 mil. of t wi b1JO

y..... 01 the vehicl.'. dellvery date to 'hi .
II earlier; or

,



2

b. The vehicle has been out of service for repairs for one or

more defects for a cumulative total of 20 or more calendar days

during the 18,000 miles or the two-year period established under

the bill. The 20-day period and the two-year period are extended

if the repairs cannot be performed because of war, invasion,

strike, fire, flood or other natural disaster.

The original version of the bill provided that a manufacturer

was p1"~wued to have received notification from its dealer of a

potential claim prior to the third repair attempt or prior to the

vehicle being out of service for 20 or more calendar days and that

lack of this notification was not to be used as a defense by a

manufacturer. As amended, the bill now provides that the above

presumptions only apply against a manufacturer if the

manufacturer has received written notification fmm or on behalf

of the consumer and had an opportunity to repair or correct the

nonconfonnity within 10 days of receipt of the notification.

Notification by the consumer must take place allY time after the

motor vehicle has had substantially the same DODCOIlfonnity

subject to repair two or more times or has been out of service by

reason of, repair for a cumulative total of 20 or more calendar

days.

If a dispute arises between a consumer and a _facturer

over whether a refund sbould be made for a vebicIe which the

lIUIIlufacturer or dealer bas failed to repair. the consumer mar:
a. Use .the manufacturer's infonnel dispute .ttl t

pl'OCedure if it confonns with the requirements of this biD ...

federal law;

b, Submit the dispute to the DivisioD of Ccmumer Affairs in

the Department of Law and PubUc Safet,. wblch mar refer tJaB
dilpute to the Office of Administrative Law for a ........,

beartna. The heatinI m1Bt be held witbla 20 dQI of the
CGMUIIIer'. appUcatiaD and the decialcIn m.t be readered witlda
tI dap after the hearlna. with the Director of the Dlvllian of

Consumer Affairs adoptinl. niectinl or modi"" the die....
within 10 cIa,._ ft. decilian ..reel II bIftdIna IDd _teet to •

rial\t of appeal to the Appellate Dlvilkm of th~ Supedor Court.
If a manufacturer flila to comply with the ..... wltlala the
lPICifted time period, the mlRUflCtul'Ir II UI"'e tor. PIMltr .r
$a.ooo,oo for each day the menufacturer doll nit ...ar;..
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c. rile an action in Superior Court.
The consmner has the choice of which procedure to use to

settle the dispute and does not have to use anyone particular

procedure before using the other.
In any action by a consmner against a manufacturer brousht in

Superior Court or in the division, a prevailing conswner must be

awarded reasonable attorneys I fees and costs.

The bill specifies that the manufacturer has an affinnative

defense in any complaint for a refund under the bill that the

defect was caused by the consumer's abuse or neglect or by an

unauthorized modification or alteration of the vehicle by anyone

other than the manufacturer or its dealer.

If a velUcPa is returned to a manufacturer under the provisions

of this bill, it cannot be resold or re-Ieased in New Jersey lDIless
the manufacturer, dealer or lessor provides the consumer with a

written statement indicatina that the vehicle was a lemon vehicle

that was retumed to the manufacturer. 11Ie committee deleted

the provision which required the manufactunr to provide a

warranty of 12,000 miles or 12 months on retumecllemon vehicles.

11Ie biB provides that it is an unlawful practice UDder the
consumer fraud act. P.L. 1960, c. 39 (C. 56:8-1 et ....). for a

manufacturer tbmqh its dealer or the I..r to fail to liye a
writt.. notice to the orflinal purchaser or I..r that the Ytlbic:le
is covered by the proyisions of this bin or to feil to live a wrltta

notification to a COI&IIDer IJuyiDs or Ie..... a Yehicle retumed
(IUIRBIIt to the provilioDs of tbis biB.

11Ie biD ... nqull'88 a mmufactunr to c:ertir, to the DivWaD
of QJnMner Affain, within one J88I' 01 .....rr. t."t_
of .., illbeNllt deIian defect COIIIIIIGIl to all _tor ftIdc1aI 01 •

particular model or mike. 'ail.. to ......, with dill paaviIbI

wiD COIIItitute ......ful practice~ till~ rnut act.
11Ie biD I'I'IJ¥ld- that .......r am.t waive or 1bBlt Ida

......"r tile pI'OYIIIanI 01 tldllIIIl .. dlat pI'OYIIIanI of

dill bID dD not Umlt other rIIh" or aYIIlatal. to •

....tllder., otller law.
FtuIl,. the bl11 apprapdat. 'ZIO•••ao to the DlYIIIoft 01

ea.ner Attain to effactuate ill PaIIIalll The pI'OYIIIanI of
the bdl apply to III DIW autol8obel _tolalll. pu.....
or ...... an or alter the llOth day altet t of tile bin.



SENATE REVENUE, FINANCE AND APPROPRIATIONS
COMMITTEE

STATEMENT TO

[FIRST REPRINT]

l'lmT'IE IT.. CMftl
~Al J ltV. 11IM!

with Senate committee amendments

SfATE OF NEW JERSEY

DATED: MAY 9, 1988

The Senate Revenue, Finance and Appl'Opriations Committee

reported Senate Bill 2201 (tR) favorably, with committee

amendments.

senate Bill 2201 (lRl, as amended, repeals and replaces New

Jersey's present lemon law, P.L.1983, c.215 (C.58:12-19 et seq.). In

addition, the bill appropriates $250,000 to the Department of Law

and Public Safety to effectuate the purposes of the act.
The bill requires a manufacturer of a new automobile or

motorcycle to repair all defects which substaatially impair the
vehicle's .... value or aafety if reported ." the .....r within the
first 18.000 miles of operation or witbiD two yean of the vebic:le' s

delivery to the cxmsumer, whichever is earlier. However, the biD
provides that any repailS made after the 8JqIirataa of the applicable

warranty period sball be paid by the CCIIIIIUID8f, subjeet to~t
~t in an action or administrative beariDa puIIU8Ilt to tile

provisianI of this biD. If the mlllUfactunr or its dealer is unable to
repair • defect within a __hie time, the IIiIl requinI tile

l118DUf.ctul'el" to Nfund the full~ price IIId other cllua8l111d
fe. ......... the bill, _ .8UowaDce for the_r'8 ..of

the returMd vehicle. 1be .......f.ctuler IDQ offer to ...._ the
vebk:le III Ueu of • reluad, but the mar ftlject •

.....rlCturer'. offer 01 t , ftlfuDd. ".

ftlfuad 1IOUId be IIlIde to 1' to a.
.. the wbIcle. A. er wbo 1_ veIdcle wauId haft
theIe.. IIIftIdiII, except that the 1IOUld ftICel_ • r.n
NfuDd of till _t actvlllr paid br tile tIaIl_
.......t ... ., cbarpa ..... f_ ..afted .., the tIIIl, 1_ •
III...... 8UowaDce tor "lIIlelt.,
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If a dispute arises between a consumer and a manufacturer over

whethf/r or not a refund should be made for a vehicle which the

manufacturer or dealer has failed to repair, the consumer may: use

the manufacturer's informal dispute settlement procedure if it

confonns with the requirements of this bill and federal law; submit

the dispute to the Division of Consumer Affairs in the Department of

Law and Public Safety, which may refer the dispute to the Office of

Administrative Law for a smnmary hearing; or file an action in

Superior Court. The consumer has the choice of which procedure to

use to settle the dispute and does not have to use anyone particular
~

procedure before using the ether.

If a vehicle is retu..-nad to a manufacturer WIder the provisions

of this bill, it cannot be resold or re-Ieased in New Jersey unless the

manufacturer, dealer or lessor provides the consumer with a written

statement indicating that the vehicle was a lemon vehicle that was

retumed to the manufacturer.

1be bill provides that it is unlawful practice under the consumer

fraud act. P.L. 1980, c. 39 (C. 58:8-1 et seq.). for a manufacturer

tJuouah its dealer or the lessor to fail to live a written notice to the

oriRiDal put!".haser or lessor that the vehicle is covered by the.
provisions of this bill or to fail to live a written notificatioD to a

consumer buyina or leasiDa a vehicle retumed pursuant to the

provisions of this bill.
1be bill also nquiIes a mIDufacturer to certify to the Divi&an of,

Consumers Affairs, within ODe year of discovery, the exist.. of

any inherent desisn defect common to all motor vehicl. of a

particular model or 1IIIke. Failure to camply with this pawiIiaD will
constitute 88 unlawful practice under the CGIIIUIDer fraud eet.

The biU provides that a cansumer C8IIDDt waive or Umlt Ida

rJabts UDder tile pmvIIdonI 01 this biD .... that the ....iIiaIII of tIIII
biB do ..t Unlit other ri&hts or .....edi• ."aDallle to •~
__r ..,odler law.

Tbe ....... of the Iaill ...., to ...

mot~ purcIt••d or .... GIl 01 .ft t-.h dar dter
enactm.t of tile bill.

moor,. AMQIDMINTS
At the .....t of the Atto.., e-tII,. "" c.gl n•.

....... clutflei the time pettad .fter whlch • (AI1_..

..., for replifl. In ....tlon. other am...." ... ,..... ..
nat...... conect the effective date.

•
•
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FISCAL IMPACT
nus bill appropriates $250.000 from the General Fund to the

Department of Law and Public Safety to effectuate the pwposes of

this act. The department estimates that this amO\Dlt is sufficient to

operate the proll'am for a full year and does not anticipate the

receipt of any revenues from fees and penalties durlni the first year.

1
i



ASSEMBLY APPROPRIATIONS COMMmEE

STATEMENT TO

[CORRECTED COPY]
[SECOND REPRINT]

SENATE, No. 2201

STATE OF NEW JERSEY

DATED: JUNE 9, 1988

The Assembly Appropriations Committee favorably reports

Senate Bill No. 2201 (2R) (CC).

Senate Bill No. 2201 (2R) (CC) repeals and replaces New

Jersey's present lemon law, P.L.1983, c.215 (C.56:12-19 et seq.). In

addition, the bill appropriates $250,000 to the Department of Law

and Public Safety to effectuate the purposes of the act.

The bill requires a manufacturer of a new automobile or

motorcycle to repair all defects which substantially impair the

vehicle I s UI8, value or safety if reported by the consumer witIdD the

first 18,000 mUes of operation or within two y881'8 of the vebicIe'.
delivery to the consumer, whichever is earlier. However, the biD
provides that any repairs made after the expiration of the appIic.....

warrant)\ period shall be paid by the consumer, subject to t
reimbunement in an action or administrative heariDI puIIUIIlt to tile

provisions of this bill. If the manufacturer or ita duler is unable to
repair a defect within 8 reuonable time, the biU requires the
manufacturer to refund the fuD purchase price aDd other charps IDd
fees specified in the biU, less an allowance for the CGIIIUIIl8l"'...of

the retumed vehicle. The manufacturer may offer to nplace the
vehicle in Ueu of a refund. but the CCIIIIUIIler mar reiect a
manufacturer'. offer of replacement and demlDd a refund. 1he

refund would be made to the consumer and to IIftJOIl8 holdlna a Uen

on the vehicle. A consumer who Ie... a new vehicle would have

th.. same remedies, except that the consumer would receive • t'u1l
refund of the amount actually peld by the COIIIUIIler wader the 1_

qnement and III)' charges and fe. specified by the blU, 1_ a
reuonable allowance for vehicle UBI.

~

If a cU8pute aria. between a consumer and • mamafaGturer. the

consumer may: use the manufacturer's Infonnal dllpute aeUlement

procedure; submit the cUlpute to the Dlvlslon of~erAfflll'lift

the Department of Law and PubUc Safety; or file 1ft IctlOR In
Superior Court. The COlllUl1lef clal. not blve to .. ., one
particular pmceduftt before UIinI the other.
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If a vehicle is retumed to a manufacturer under the provisions

of this bill, it cannot be resold or re-Ieased in New Jersey unless the
manufacturer, dealer or lessor provides the consumer with a written

statement indicating that the vehicle was a lemon vehicle that was

retumed to the manuf9cturer.

The bill provides that it is unlawful prCi~tice under the consumer

fraud act, P.L. 1960, c. 39 (C. 56:8-1 et seq.), for a manufacturer to

fail to give a written notice to the original purchaser or lessor that

the vehicle is covered by the provisions of this bill or to fail to give a

written notification to a consumer buying or leasing a vehicle

retumecl pursuant to the provisions of this bill.

The bill also requires a manufacturer to certify to the Divison of

Consumers Affairs, within one year of discovery, the existense of

lIlY iDhel'8llt deBip defect common to all motor vehicles of a
particular model or mike.

'nut bill pnwides that a consumer cannot waive or limit his

riabts under the provisions of this bill BDd that the provisions of this
bill do not Umit other risbts or remedies available to a consumer
under lIlY other law.

1be provisions of the bill apply to all new automobil. aDd
motoft:JC1el purchased or leased on or after the l80th da, after

8IUICtmlDt 01 the bill.
Slaate BlU No. 2201 (2R) (CC) is identical to Assembly 8m No.

2813 (tR), • emended.

FISCAL IMPACT
This bill appropriata $210.000 from the General F\nl to the

Department 01 Law and PubUc Safet, to effectuate the puqIOII8I of
the bill. 11Ie department .timat. that this amount is suffICient to
operate the pro.... for I full ,ear and does not anticipate the
receipt of IIIJ rev.... from I.. and penalties durlna the ftrst J8U.



LEGISLATIVE FISCAL ESTiMATE TO

[FIRST REPRIN1~]

SENATE, No. 2201

STATE OF NEW JERSEY

DATED: May 31, 1988

Senate Bill No. 2201 (1R) of 1988 requires the manufacturer of

a new automobile or motorcycle to repair defects which substantially

impair the vehicle's use, value or safety if reported by the owner

within the first 18,000 miles of operation or first two years,

whichever is earlier. If the manufacturer or his dealer q unable to

repair the defect within a reasonable time, the bill requires the

manufacturer to ref1Bld the purchase price of the vehicle. This bill
repeals and replaces New Jersey's present "lemon law," P.L. 1983,

c. 215 (C. 56:12-19).

Enactment of S-220t (IR) will have a fiacal impact OIl the
State in situations when a dispute arises between a dissatisfied

COIBIIDer and a manufacturer. In this instance, the biD provides that

the consumer may refer the dispute to the Divilian of ea.umer

Affairs in the Department of Law and PubUc SafetJ. 1'be director 01

the division is required to review the c:onsumer'. appIicatiaD for
dispute remlutiaa and may then refer the dispute to the 0Iftce 01

Administrative Law (OAL) for a summary heariDa. 'I1Ie director is

further required to review and adopt, modify or reject the deciIiaa

of an administrative law judge. 'nIe divisioa at. is required to

maintain aad make public records relanllna dilputa aad .tt.......
The Department of Law and Pu~c safe" estimata that the

diviliala wiD require $296,000 to administer the law in the firat,...
.fter enactment 8Dd $249,000 and $2&4,000 in the I8CGDII tbiId

yeus, J'8IIII8Ctively. These amounts would pmvide saIari ...

....fita for six employees ($1&6,000 in the fint J8U) ... related
admiDiItratlve costs. 'nIB fiaure for the first J8U include8 a ...
time expenditure of $30,000 for computers 8Dd $10,000 for other

equlpm_t. Fint-year traininl COlts of $3&,000 ... are incl.....

The department .tata that it is unable to atimate tt. ...
of cHlput. which would be filed with the di\rtslon under the telml.'
this bill.

Althauah the number of dilput. which wiD be mid .. difftcult
to pNdict, tile OffiCI of LqIIl.tiv, Slrvtc ftII tbat ..

..,.,..t'l .tlmat, of COlli m., be , ....... Ila
pe~" for .... fun-,.ar ....rt. all ..-ted. ........, ....
not lie ....ted 1ft tbe flnt ,..r .ft.r enact...t. The _tama'"

j

I
I

I
1

I
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costs for computer equipment ($30.000) and training ($35.000) also

appear to be overstated.
Additional funding would be required by the OAL. Based on the

experience of states with sLtrdlar laws, the OAL estimates that it

would be required to hear 750 to 800 cases a year under the tenns of
the bill. The OAL states that it might be able to handle some of

-these cases using existing resources. At "worst case." this volume of

cases would require three to four full-time judges and related

support services at a cost of about $300.000 a year, according to the

OAL.

The Office of Legislative Services notes that the volume of

dispute cases heard by the OAL may be higher than the office's

estimate. This estimate is reportedly based on a projection that 1

percent of the passenger vehicles and motorcycles covered by the

bill may be the subject of "lemon" disputes. Registration data

indicate that 496,000 such vehicles were registered in the State in

1987. One percent of this number would result in approximately
5000 disputes.

This bill also provides a source of State revenues. 1be director
of the Division of Consumer Affain is pennitted to estahlish a rillDa
fee for consumer disputes at a level IIDt to exceed the c:ost of

administerinl the act. 1be bill also provides a penalty of $5.000 a
day for manufacturen who unreasonably fail to comply with .u.ste
decisions. Penalties are appropriated by the bill to carry out its

purposes.

nus Janauqe would allow the lemoo law P....... to be

self-supportq. .fter start-up. tbro. the impositDa of • suff"1Ci..t

fiUna fee. For eumple. if _ disputes a year .re rd" • fee of
$750 wauW be enouah to cover the combined costs of the Division of

Cansumer Affain and Office of Administrative Law. However•• r.
of this mqnitudu may not be practical or within the int..t of the

t.e....ture.
1be bill appropriates $210.000 to carry out ita puQIID"I Since

the law would IIDt take effect untO t80 days followina ita t.
this amcMIt Ihould be sufficient to cover impl.....t.tm the

law'. fil'lt filcll year.

It aIIo IhDukI be noted thlt the GovelllOr'. I'ICOmIItfIDIIe "
1989 bud..t aontainl I new appropatattan of $348.000 for _ auto

fr.ud IIld lemon law proaram in the Dtvilion of ecnumer Allain.

TbtI fJlcal estim.te hu .... prepared .......t to P.L. t_. c••,.
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l HBWS RJ:J.IASE
Governor Thomas H. Kean

7"RENTON. ~.J. 08625
Release:

CN-001
Contact:

CARL GOLDE~

609-292-8956 0 R 292-6000 ::XT. 20i
THURS. SEPT. 15, !.3aa

A sUbstar.t:iall.y strengthened "lemon law" which will per:ntt a car buyer

to demand a manufacturer's refund ~r a vehicle determinecl to be defective was

sponsored by Senator Edward O'Connor, D-Rudson,

Assemblymen Thomas Shusted, a-camden, and Joseph

siqned into ]aw toda~v:--",GovernorThomas H. Kean.

The

Doria, D-Hudson, in the Assembly.

"while New Jersey has had a~ lemon law fbr a number of yelU:'8, :

haa been generally conceded that it has not fuJfillEd its original~ of

pzov.idi,..,q adequate proteet:ion to the consumer," Kean said. ·Under the Jbrmer•
Jaw, a c:onsul:1..r was subjac:ted to time-consuminq, '::'''"USt:ating and~

paintlMs deaunds in order to. prove the vehic!a was detective."

The Governor said the new law "not only c::1ean away the bunauaat:ic zed

tape and oblltaC1u, but gzut:l.y enhances the consumers' pwirion in obtaiNnv

relief."

The new Jaw 0&0 consumen the option of demanuv • neand wbiJa

~9 the offer of a new replAcement vehic1a.

The new :law a1IO oeers a new avenue of N1iaf l:ar c:on8UIIlen by zeaovm,
the nquinment th~ 1:."1e infom81 dilputa rellObltion PZOOIU be ~.. bfIt)n

a 18(jal action c:ou14 be institutlld.

• mON·
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