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SUMMARY

The Indiana Supreme Court held that a consumer may sue a vehicle manufacturer for economic loss
based on breach of the implied warranty of merchantability without establishing vertical privity. The
court concluded that Indiana's prior privity requirement was not controlling and affirmed the
availability of the claim under the Magnuson-Moss Warranty Act, which relies on state law for the
contours of implied warranties. The case arose from alleged recurring brake defects in a Hyundai
Sonata purchased from a dealer.
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QUESTIONS PRESENTED

1. Whether Indiana requires vertical contractual privity between a consumer and an automobile
manufacturer for a claim seeking direct economic loss based on breach of the implied warranty of
merchantability.

2. Whether the Magnuson-Moss Warranty Act independently supplies the governing rule on privity for
Goodin's implied-warranty claim.

3. Whether the privity language in Martin Rispens & Son v. Hall Farms, Inc. controlled the issue.

HOLDINGS

1. Indiana law does not require vertical privity between a consumer and a manufacturer as a condition of
maintaining a claim for direct economic loss based on breach of the manufacturer's implied warranty of
merchantability.

2. The Magnuson-Moss Warranty Act does not independently eliminate or impose a vertical-privity
requirement; the issue is determined by applicable Indiana law.

3. The statement in a footnote in Martin Rispens that Indiana requires privity for an implied-warranty claim
was dicta because privity was not necessary to that decision and was not presented or briefed as an issue
on transfer.

KEY QUOTATIONS

“We hold that a consumer may sue a manufacturer for economic loss based on breach of the implied warranty
of merchantability even if the consumer purchased the product from an intermediary in the distribution
chain.” (947)

“Accordingly, the language in Martin Rispens, though often cited, is dicta and we accept the invitation from
the Court of Appeal to reconsider it.” (954)

“For the reasons given above we conclude that Indiana law does not require vertical privity between a
consumer and a manufacturer as a condition to a claim by the consumer against the manufacturer for breach
of the manufacturer's implied warranty of merchantability.” (959)

FACTUAL BACKGROUND

Sandra Goodin purchased a new Hyundai Sonata from an authorized Hyundai dealer after experiencing brake
pulsation during a test drive and receiving an explanation that the problem resulted from flat spots on the tires.
The vehicle repeatedly exhibited brake vibrations and noises despite numerous inspections and repairs by
authorized Hyundai dealers. An expert later opined that the vehicle was defective and unmerchantable when



manufactured, and replacement of the rotors reduced but did not eliminate the problem. Goodin sought the direct
economic loss represented by the diminished value of the vehicle.

PROCEDURAL HISTORY

Goodin sued Hyundai under the Magnuson-Moss Warranty Act for breach of express and implied warranties and
revocation of acceptance. The jury rejected the express-warranty claim but awarded Goodin $3,000 on her
implied-warranty-of-merchantability claim; the trial court ultimately reinstated that verdict and awarded attorney
fees. The Court of Appeals held that vertical privity was required and that Hyundai was not estopped from
asserting its absence. The Indiana Supreme Court granted transfer and affirmed the trial court's judgment.
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