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Urgency:  No	State Mandated Local Program:  Yes	Reimbursable:  No
SUMMARY:
This bill prohibits a person or business from advertising for sale a digital good using phrases like “buy” or “purchase” if the digital good cannot be downloaded to an external storage source and used without an internet connection, unless the purchaser affirmatively acknowledges they are purchasing only a license to access the digital good.
FISCAL EFFECT:
Costs (Trial Court Trust Fund, General Fund) to the courts of an unknown but potentially significant amount.  As described below, this bill expands California’s False Advertising Law and creates civil and criminal liability for conduct not explicitly included in existing law.  Actual costs to the courts will depend on the number of cases filed and the amount of court time needed to adjudicate them.  Although courts are not funded on the basis of workload, increased pressure on the Trial Court Trust Fund may create a need for increased funding for courts from the General Fund.

The Governor’s 2024-25 budget proposes $83.1 million ongoing from the General Fund to backfill declining revenue to the Trial Court Trust Fund.  According to the Legislative Analyst’s Office, the General Fund faces a structural deficit in the tens of billions of dollars over the next several fiscal years. 

COMMENTS:
1) Purpose.  According to the author:
When a consumer purchases an online digital good like a movie or TV show, they receive the ability to view the media at their leisure. Often times, the consumer believes that their purchase has given them permanent ownership of that digital good, similar to how the purchase of movie on a DVD or a paperback book provides access in perpetuity. In reality though, the consumer has only purchased a license, which, according to the seller’s terms and conditions, the seller can revoke at any point.
AB 2426 will address this issue by requiring sellers of digital goods to provide an explicit disclosure for each purchase of a digital good informing the consumer of the true nature of their purchase, ensuring that consumers have a full understanding of exactly what they have bought.
2) Background.  California’s False Advertising Law prohibits a person or business from making untrue and misleading statements about the goods and services they provide.  (Business and Professions Code section 17500 et seq.)  Current law allows the Attorney General, district attorneys, county counsel, and city attorneys to bring actions against those who violate the law, seeking injunctive relief or civil penalties.  Violation of the law may also be enforced as a criminal misdemeanor.  The False Advertising Law also includes a narrow private cause of action that allows a private party to bring a lawsuit if they suffered an injury and monetary or property damage as a result of a violation of the law.
This bill prohibits a person or business from advertising or offering for sale a digital good using the terms “buy,” “purchase,” or any other term which a reasonable person would understand to confer an unrestricted ownership interest in the digital good, or alongside an option for a time-limited rental, unless the digital good may be downloaded to an external storage source to be used without a connection to the internet.  However, a seller may use the advertising terms described above if a buyer affirmatively acknowledges they are purchasing only a license to access the digital good (rather than purchasing unrestricted ownership of the good), as specified.  The goal of this measure is to help ensure that a customer who purchases a digital good like a movie or song knows whether the purchase price provides them with actual ownership over the digital good or merely a license to use the good temporarily, subject to the discretion of the seller.
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