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FORT IRWIN LEGAL ASSISTANCE OFFICE
Bldg 288(2nd & Barstow)/ 760-380-5321/ DSN 470-5321

 
On July 1st, 2006 a new California law came into effect known as the “California Car Buyer’s Bill of Rights.”  This law applies to licensed car dealers on the sale of cars, but does not apply to the sale of motorcycles or off-road vehicles.  The major changes are as follows:

For All Cars both New and Used:

 - Dealers must provide an itemized price list for items such as warranties and insurance that are being financed.

 - Dealer compensation from an institution financing the purchase of the vehicle is limited to specific percentages.

 - Dealers must provide prospective buyers with their credit score and an explanation of how it is used.

For Used Cars Only: 

 - A used car buyer may purchase a two-day sales contract cancellation option.

 - Used cars advertised as “certified” must meet specific requirements. The new law prohibits dealers from advertising or selling cars as “certified” if they fall into specified reject type categories for example: odometer turned back, Lemon Law buy-back, manufacturer recall, vehicle frame damage, and flood damage, salvage or junk noted on the title.  

          Of the five areas of change outlined above most problems are probably going to arise from the “two-day sales contract cancellation option.”  This is a “cooling off period” and most cooling–off periods have so many rules and restrictions that they are easily misunderstood by consumers.

          The confusion about cooling-off periods usually comes from a misunderstanding of the Federal Trade Commission’s “Three-day Cooling-off Rule.” The FTC rule is that any contract for goods or services over $25 that is signed in the consumer’s home or any place away from the retailer’s permanent place of business may be cancelled within three days.  Think of it as the “pushy door-to-door salesman” rule and it will make more sense. 

          Unfortunately misunderstandings about this rule have caused a lot of problems.  Soldiers and dependents come into Legal Assistance having purchased a car that now they don’t want.  They complain that they tried to take the car back within three days and the dealership would not let them return it. Well, a dealership is not the car buyer’s home. It is the dealer’s permanent place of business.  The person looking to buy a car is free to walk away at any time.  The “pushy door-to-door sales” rule just does not apply.  

Now comes the new California law and it too has a “cooling-off” period.  Like all such laws it has rules and restrictions.  

1.  The contract cancellation option only applies to “used” cars worth less than $40,000.  New cars still have no cooling-off period.  

2.   The cooling off period for used cars is two days.  Because car dealerships are generally open 7 days a week, two days means two calendar days not two business days.  The right to cancel the contract ends at close of business two calendar days following the day that the vehicle was delivered to the buyer.

3.  The cooling off period/contract cancellation option must be purchased by the buyer over and above the price of the car.  The maximum that a dealer can charge is:

- $ 75 for a vehicle costing $5,000 or less;

- $150 for a vehicle costing more than $5,000, but not more that $10,000;

- $250 for a vehicle costing more than $10,000, but not more that $30,000;

- $1% or the purchase price for a vehicle costing more than $30,000 but less than $40,000.

4.  The dealer may also charge you a “restocking fee.”  The maximum restocking fee the dealer can charge is:

· $175 for a vehicle costing $500 or less;

· $350 for a vehicle costing more than $5,000 but less than $10,000;

· $500 for a vehicle costing $10,000 but less than $40,000.

5.  Excessive Mileage will void the right to cancel.  So if you buy a used car on Saturday morning and pay extra for the contract cancellation option and then drive the car to Vegas for the weekend, your right to cancel may be gone.   The dealer may specify the maximum number of miles that the vehicle can be driven for the buyer to remain eligible for cancellation but in no event will the maximum be less than 250 miles. 


With all these rules and restrictions it is easy to see why consumers might have questions about the so called “cooling-off” period as well as the other changes under the California Car Buyer’s Bill of Rights.  More information can be found at http://www.dmv.ca.gov/dmv.htm
Click on Car Buyer’s Bill of Rights, or by contacting the Fort Irwin Legal Assistance Office at (760) 380-5321.

