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[dealer letterhead]

December ___, 2005

[insert contact for supplier]
Re:
Compliance with California Warranty Reimbursement Law

Dear ___________:


As you know California has enacted the Fair Practices of Equipment Manufacturers, Distributors, Wholesalers, and Dealers Act (the “California Act”), which provides a number of protections to equipment dealers, including those representing [insert name of supplier], such as [insert name of dealer].  The California legislature recently enacted vast amendments to the California Act that became effective on October 7, 2005.  Included within these amendments was warranty reimbursement legislation, which requires that suppliers (such as [insert name of supplier]) reimburse dealers for warranty claims at specified rates and under certain terms.  Specifically, Section 22903.3 of the California Act requires the following with respect to warranty reimbursement:

· suppliers must accept or reject a warranty claim from a dealer in writing within 45 days of receipt of a claim;

· if a claim is approved, the supplier must pay the dealer or credit its account within 30 days of approval;

· if a claim is rejected, the supplier must provide the dealer with written grounds for rejection, or the claim is deemed approved;

· warranty work must be compensated at the reasonable and customary amount of time required to complete the work, multiplied by the dealer’s established customer hourly retail labor rate; and

· parts used in warranty work must be reimbursed at current net parts cost plus 15% and freight.


I assume that [insert name of supplier] is currently complying with the new provisions of the California Act, including the warranty reimbursement provisions described herein, but thought this letter would serve as a good opportunity to remind [insert name of supplier] of the statutory requirements.  If [insert name of supplier] fails to comply with the warranty reimbursement provisions, it will be subject to liability for 110% of the all warranty claims improperly reimbursed, the costs of any legal action, attorneys’ and arbitrators’ fees, and interest.       


To aid you in complying with these statutes and to help foster implementation of the appropriate processes for [insert name of supplier] and our dealership, I am enclosing a complete copy of the California Act, including the warranty reimbursement legislation.  If you would like to discuss this issue further, I would be happy to speak with you.







[signature block of dealer]
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