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SUBJECT: Contracts: translations

SOURCE: California Low-Income Consumer Coalition

DIGEST: This bill extends the existing requirement that, for certain consumer
contracts negotiated in Spanish, Chinese, Tagalog, Vietnamese, or Korean, a
version of the contract translated into the negotiating language must be provided to
the consumer, so that a translated version must also be provided to any nonparty
signatories to the contract.

ANALYSIS:
Existing law:

1) Requires that any person engaged in a trade or business who negotiates
primarily in Spanish, Chinese, Tagalog, Vietnamese, or Korean, orally or in
writing, in the course of entering into specified contracts, deliver to the other
party to the contract or agreement, prior to the execution thereof, a translation
of the contract or agreement in the language in which the contract or agreement
was negotiated that includes a translation of every term and condition in that
contract or agreement.” The specified contracts are:

! Certain elements of the contract need not be translated, such as proper names, brand names, trademarks, and
alphanumeric codes. (Civ. Code, § 1632(i).)
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a) A contract or agreement for a credit sale subject to the Unruh Act (Title 2 of
the Civil Code);

b) A vehicle sale subject to the Automobile Sales Act (Chapter 2b of Title 14
of the Civil Code);

c) A vehicle lease subjectto the Vehicle Leasing Act (Chapter 2d of Title 14 of
the Civil Code);

d) A loan or extension of credit secured other than by real property, or
unsecured, for use primarily for personal, family, or household purposes,
including a loan or extension of credit subject to Article 7 of Chapter 3 of
Part 1 of Division 4 of the Business and Professions Code, the Industrial
Loan Law (Division 7 of the Financial Code), or the California Financing
Law (Division 9 of the Financial Code);?

e) A lease, sublease, rental contract or agreement, or other term of tenancy
contract or agreement, for a period of longer than one month, covering a
dwelling, apartment, mobile home, or other dwelling unit normally occupied
as a residence;

f) A reverse mortgage as described in Chapter 8 of Title 4 of Division 3 of the
Civil Code;

g) A contract or agreement, containing a statement of fees or charges, entered
into for the purpose of obtaining legal services, when the personwho is
engaged in business is currently licensed to practice law under the State Bar
Act (Chapter 4 of Division 3 of the Business and Professions Code); and,

h) A foreclosure consulting contract subject to Article 1.5 of Chapter 2 of Title
14 of Part 4 of Division 3 of the Civil Code. (Civ. Code, 8 1632(b)(2)-(7).)

2) Requires that, at the time and place where a lease, sublease, or rental contract
agreement is executed, notice in any of the specified languages be provided to
the lessee or tenant. (Civ. Code, § 1632(d).)

3) Requires that a notice in the language that the contract or agreement was
negotiated, stating that the personengaged in the trade or business is required to

% For loans subjectto Article 7 of Chapter 3 of Part 1 of Division 4 of the Business and Professions Code, the
delivery of a translation of the statement to the borrower required by Business & Professions Code section 10240
satisfies the translation requirement. (Civ. Code, § 1632(c).) Provision of a translated version of the disclosures
required by Regulation M or Regulation Z under the Truth in Lending Act (16 U.S.C. § 1601 et seq.) or, where
applicable, the Industrial Loan Law satisfies the translation requirement. (Civ. Code, § 1632(e).)
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provide a contract or agreement in which the contract or agreement was
negotiated, be conspicuously displayed at the time and place where the contract
or agreement is executed. (Civ. Code, § 1632(f).)

Exempts from the translation requirements contracts where the party being
negotiated with is a buyer of goods or services, or receives a loan or extension
of credit, or enters an agreement obligating himself or herself as tenant, lessee,
or sublessee, or similarly obligates themselves by contract or lease, and that
party negotiates the terms of the contract, lease, or other obligation through
their own interpreter (the “interpreter exemption”). For purposes ofthe
interpreter exemption, the interpreter must be a personwho is not a minor, is
able to speak fluently and read with a full understanding of both the English
language and the languages in which the contract or agreement was negotiated,
and is not employed by, or whose services are not made available through, the
personengaged in the trade or business. (Civ. Code, 8 1632.)

Provides that the English-language executed contractshall determine the rights
and obligations of the parties, but that the translation of the contract or
disclosures shall be admissible in evidence to show that no contract was entered
into because of a substantial difference in the material terms and conditions
between the English-language contract and the translation. (Civ. Code,

§ 1632()).)

Permits, where the person engaged in the trade or business failed to comply
with the translation requirements, the aggrieved party to rescind the contract. If
a contract for a consumer credit sale or consumer lease has been sold and
assigned to a financial institution and is rescinded for failure to comply with the
translation requirements, the personengaged in the trade or business must make
restitution, rescind the contract, and notify the financial institution of the
rescission, and the assignment shall be deemed rescinded. (Civ. Code,

§ 1632(k).)

Does not require that the person engaged in the trade or business provide
translated versions of the contract or agreement to co-signers or other non-
parties to the contract who are nevertheless signing the contract.

This bill:

1)

Expands the translation requirement so that a personengaged in a trade or
business who negotiates primarily in Spanish, Chinese, Tagalog, Vietnamese, or
Korean, orally orin writing, in the course of entering into the applicable



AB 3254
Page 4

contracts, must provide a translated contractor agreement to any personsigning
the contract, not just the parties to the contract.

2) Makes other technical and conforming changes.
Background

Under California law, if certain consumer contracts are negotiated in Spanish,
Chinese, Tagalog, Vietnamese, or Korean—the five most common non-English
languages spoken in California—the business or tradesperson negotiating the
contract must provide a copy of the contract translated into that language for the
consumer to review before signing.® This obligation is relieved if the consumer
provides their own interpreter.* A consumer who does not receive the mandated
translation has a right to rescind the contract.” These provisions have been in place
since 1976 for contracts negotiated in Spanish, and were expanded to include the
other four languages in 2003.°

This translation requirement governs a vast range of consumer contracts, including
auto sales and leases, apartment leases and rental agreements, most home
mortgages and reverse mortgages, agreements for legal services, and virtually all
loans and extensions of credit meant primarily for personal, family, or household
purposes. However, there is currently no concomitant obligation to provide a
translated contract to non-party signors to the contract, namely cosigners and
guarantors. These nonparty signors can end up liable for the full balance of a
contract if the primary party defaults, but without a version of the contract in the
language in which the contract was negotiated, they might not understand the full
scope of their obligations.

This bill straightforwardly extends the existing statute to require that, where a
consumer contract is negotiated in one of the five languages mentioned above, the
business or tradesperson negotiating the contract must also provide a translated
copy of the contractto all nonparty signors. This bill does not impose any
additional translation costs to the businesses or tradespeople required to provide
the translated contracts, because they are already required to provide such
translated contracts to the party to the contract—this bill simply requires providing
additional copies of the already-translated contracts.

3 Civ. Code, § 1632(b).

*1d., § 1632(h).

> Id., § 1632(K).

% See AB 309 (Ch. 330, § 1, Stats. 2003).
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Comments
According to the author:

AB 3254 will help close a loophole in current law by protecting non-English
speaking co-signers. Currently, when a contract is negotiated in one of the five
most commonly spoken languages in California other than English, a physical
contract must be provided in that language. This provision does not apply to
monolingual cosigners. AB 3254 would ensure co-signers have the same
protections. Without these protections co-signers are extremely susceptible to
fraud because they may not understand the terms of the contract and are taking
on all the risk in a loan without receiving any of the benefit.

This bill is especially important in light of the unprecedented rise in
unemployment throughout the state and country, it is foreseeable that many
people will turn to personal loans and credit cards, which may require a co-
signer, to address their rising debt and pay for basic needs.

According to the sponsor, California Low-Income Consumer Coalition:

When a physical contract is only provided in English, the co-signer is not able
to read the terms of the contract themselves and is more likely to be a victim of
fraud. The primary signer can tell them what the terms are, but there is no way
for the co-signer to confirm these terms. The co-signer then has all of the
liability with no knowledge of what they have agreed to. Under AB 3254, if a
cosigner speaks Spanish, Chinese, Tagalog, Vietnamese, or Korean...The
protections in this bill would protect both individuals and small businesses,
which may rely on personal credit or a non-business partner to cosign
agreements that are subject to Civil Code section 1632.

These protections are integral to protecting many non-English speakers from
fraud, misrepresentation, and the resulting lasting harm to their credit, which
can have a snowball effect to their housing and job prospects.

FISCALEFFECT: Appropriation: No FiscalCom.. No Local: No
SUPPORT: (Verified 8/20/20)

California Low-Income Consumer Coalition (source)
Bet Tzedek

Centro Legal de la Raza

Community Legal Services in East Palo Alto

East Bay Community Law Center
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Elder Law & Advocacy

Justice & Diversity Center of the Bar Association of San Francisco
Legal Aid of Marin

Legal Society of San Bernardino

Public Counsel

Public Law Center

Riverside Legal Aid

OPPOSITION: (Verified 8/20/20)
None received

ASSEMBLY FLOOR: 75-0, 6/8/20

AYES: Aguiar-Curry, Arambula, Bauer-Kahan, Berman, Bigelow, Bloom,
Boerner Horvath, Bonta, Brough, Burke, Calderon, Carrillo, Cervantes, Chau,
Chen, Chiu, Choi, Chu, Cooley, Cooper, Cunningham, Daly, Diep, Eggman,
Flora, Fong, Frazier, Friedman, Gabriel, Gallagher, Cristina Garcia, Eduardo
Garcia, Gipson, Gloria, Gonzalez, Gray, Grayson, Holden, Irwin, Jones-Sawyer,
Kalra, Kamlager, Kiley, Lackey, Levine, Limén, Low, Maienschein, Mathis,
Mayes, McCarty, Medina, Mullin, Nazarian, Obernolte, O'Donnell, Petrie-
Norris, Quirk-Silva, Ramos, Reyes, Luz Rivas, Robert Rivas, Rodriguez, Blanca
Rubio, Salas, Santiago, Smith, Mark Stone, Ting, VVoepel, Waldron, Weber,
Wicks, Wood, Rendon

NO VOTE RECORDED: Megan Dahle, Muratsuchi, Patterson, Quirk

Prepared by: Allison Meredith /JUD. / (916) 651-4113
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