Republic of the Philippines
HOUSE OF REPRESENTATIVES
hernn City

First Regular Session
FIFTEFNTH CONGRESS

Howse Bl Nao. ) 12:_3_____

Introduced by RHep, Maria Carmen Zamora-Apsay

FXPLANATORY NOTE

In the Ulnited States. the so called Temon Laws of the various states of the
Union were enacted for the express purpose of protecting consumers from buying
new, but faulty. motor vehicles  These laws seek to mdke sure that the
manufacturer of (he wchicle lxes the problems or defects that were originally
covered under the manufacturer™s warranty and were reported by the owner
within the so called lemon faw pghts period or certain mileage as reflected by the
odometer of the vehicle In exteme cases where the factory defects of the car are
extensive. the laws also warrant the refund of the consumer’s moncy or the
delivery of a new car replacing the lemon automabile.

In our counury, Republic Act Noo 7194 or the Consumer Protection Law in
the Philippines provides for the protection of consumers from scheming
manufacturers and defective products. I gives the Department of Health (DOH)
Jurisdiction with respect 1o food, drogs. cosmetics, devices and substances; the
Department of Agriculture (1DA) with respect o products-related to agriculture;
and the Departmen! of Trade and Industry (DT1) with respect to other consumer
products not specified under the first two jurisdictions. DTI, therefore, has sole
jurisdiction aver complaints reparding lemon vehicles.

Out of the average 106000 npits of sold new automobiles per vear, about

100 of these are later reported o be salfering [rom factory defects, Complaints

received by the YT are geperally resolved through mediation because of the

absence of a lepislated mechanism wherein remedies are available for the

~aggrieved consumer and the manufaciurer or vehicle dealer, Hence, the need for

this proposal to bolster the Consumer Protection Act by specifically focusing on
lemon cars.

As a note, this mensure was originally filed during the 13" Congress
wherein my father was the principal author in the House of Representatives. Both
Houses of Congress approved the measure on Third Reading. Unfortunately,



what prevented its passaee e fiw was that while the Senate ratified the
bicameral conference copmitee report on the hill, the House of Representatives
was unable to favorahly set on the same due to lime constraints.

This refiled version of the proposal is the same version adopted by the
members of the hicameral conference committee during the 13 Congress. It
incorporates and represents the varions proposals of the stakeholders of the car
manufacturing industre corsumer  protection organizations, the  concerned
agencies ol government and individual consumers, All of these groups actually
actively participated and unselfishly lent their time and effort in crafting this piece
of legislation, Tt is, therefore, 2 version most acceptable to all concerned. As such,
we see no reason why this hill should get snagged by the legislative mill again
and its passage compromiscd by all the legislative processes it has to get through.
During the 14" Congress. the proposal was passed on third reading by the House
of Representatives hut the Senate was not able to approve a parallel measure.

- v ~1h . a : 5
It is hoped that durie the 15" Congress, the hill will be expeditiously
acted upon and finally enacted into Taee s it is timely. beneficial and necessary.
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AN ACT
STRENGTHENING CONSUMER PROTECTION IN THE PURCHASE OF
BRAND NEW MOTOR VENHICLES AND FOR OTHER PURPOSES

Congress assemblod:

SECTION 1. Short Title  This Act shall be known as the *Lemon Law of
20007

SEC. 2. Declaration of Policy - 1t is hereby declared the policy of the State to
promote full protection to the rights of consumers in the sale of motor vehicles against
sales and trade practices which are deceptive, unfair or otherwise inimical to the
consumers and the public interes)

Ther State recognizes that a motor vehicle is a major consumer purchase or
investment, The consumer rights should thus be clearly defined including the means for
redress for violations thereo! :

SEC. 3. Definition of Terms i purpnses of this Act, the following terms
shall mean:

{(a) “Brand new motor vehicle” refers to a vehicle constructed entirely from new
parts that has never been soll or registered with the Department of
Transportation and Communications or an appropriate agency or authority
and operated on the highway of the Philippines, or in a foreign state or
country,

{b) “Collateral Charges™ refer 1o fees paid 1o the Land Transportation Office for
the registeation of i hrand new vehicle.

(¢} “Comparable Mator Vehicle™ refers to a motor vehicle that is identical or
reasonably couivalent 1o the motor vehicle to be replaced, in terms of
specilications mnd yvalues subject 10 availability as the motor vehicle existed



]

(e)

(£

()

(h}

(i}

(j)

(k)

at the time o porehnse Ceovaded. That there shall be an offset fram this

value for repsonable allowanee For its nse

“Consumer’ refers tooany persen. natural or juridical, who is a purchaser,
gither by cashior credit, ol g brand new motor vehicle,

“Dealer™ or “Seller” reliers 1o any person other than a manufacturer which
sells motor vehireles go the pabii

“Distribitor” refers o oany persen or entity other than a manufacturer who

sells brand new miotor vehicles o their duly authorized dealers or retailers.

“Implementing  Aoeney” reéfers to the Department of Trade and Industry
(YT,

“Temon Law Rights Period” refers to the period ending twelve (12) months
after the dute ol the original delivery of a brand new motor vehicle to a
consumer or the Trst fwenty theusand (20.000) kilometers of operation after
such delivery, whichever comes first. This shall be the period during which
the consmmer cion report any non-conformity to the manufacturer, distributor,
authorized dealer or retailer and pursue any right provided for under this
Act,

Shdanufaciure” relers oo person, parinership, association, corporation or
entity engaeed in husiness manulacturing or assembling motor vehicles, or
distributing matar vehicles to mator vehicle dealers.

“Motor Vehicle™ velers o any sell-propelled  four-wheeled road vehicle
designed 10 carre pagsenpers inchuling, but not hmited lo, sedans, coupes,
station wapons, convertibles, pick-ups, vans, sports utility vehicles (SUVs)
and Asian Thiliy Vehicles (ATIVe) but excepting motorcycles, delivery
trucks, dump trucks, buses, road rollers, trolley cars, street sweepers,
sprinklers, Lvwn mowers and heavy equipment, such as, but not limited to,
bulldozers. pavleaders, praders, forklifts, amphibian trucks, cranes, and
vehicles which run onlv on rails or tracks, and tractors, trailers and traction
cnpines ol afl kinds nsed exchisively for agricultura purposes. Trailers having
any number ol wheels, when propelled or intended by attachment to a motor
vehicle, shall be classified as separate motor vehicle with ne power rating.

Nop-conlormity” refers 1o any condition of a brand new motor vehicle
which prevents it from conforming o the manufacturer’s or distributor’s
standards o specifications, which cannot be repaired, but excluding
conditions  resulting from accident, force majeure, abuse. neglect. or
unauthorized swsdification or alteration of the brand new maotor vehicle.

“Purchase 'rice” vefers o the invoice price or the amount of money which
the dealer on retailer actually received for the brand new motor vehicle in
consideration of the sale of such brand new motor vehiéle,



(ny “Woareants relees to e woen sssiranee, so labeled, of the manulacturer of
a brand new protor vebicie inchiding any term or condition precedent to the

enforcement o alloations ander the warranty.

(n) “Warranty Rights Period” sefiers 1o the period provided for under the contract
of sale when manifaetarer wonld suarantee the materials used, workmanship
and fitness of o heand new motor vehicle for ordinary use or reasonable

prtended prarposes

SEC. 4. Coverase  Phis Act shali cover hrand new motor vehicles with non-
conformity reported by the consumer within twelve (12) months from date of
original delivers 1o the consumer or hwenty thousand (20,0007 kilometers of
operation afier such delivery, whichever comes fiest, The following causes of
non-conformity shadl be excluded

a. noncomplinpee by the constmer of his obligations under  the

warranly
b vt et anthorrzed by the manufacturer or distributor:

abuwese on pevtect of the bramd pew motor vehicle: and

Ly

d. damviee 1o1he vehicle due o accident or force majeure,

SEC. 5. Repair Attempis  Atany lime within the lemon law rights period, and
after at least foor (1) separate qepair attempts by the same dealer-manufacturer
for the same complaint the constmer, il still unsatisfied with the results of the

said repairs, may ok his rights under this Act.

SEC. 6. Motice of Availment of Lemon Law Rights.—Before availing of any
remedy under this Act and suhject 10 compliance with the provisions of Section 5
hereaf, the consumer shalll in writing, notify the manufacturer, distributor,
autharized dealer or tetailer of the wnresolved complaint, and the consumer’s
intention o inveke bicichts nnder this Act within the lemon law rights period.

The swaranty bocklet wsoed by the manufacturer, distributor, authorized
dealer or retailer shadl Clearly state the manner and form of such notice to
constitute a valid e lepal notice 1o the manufacturer, distributor, authorized
dealer ar retaile

SEC. 7. Availment of Lemon Taw Rights, —Subsequent to filing the notice of
availment referred 100 in the preceding section, the consumer shall bring the
vehicle ta the dealer from which the vehicle was purchased for a final attempt to
address the consmmen ™ complaint’= 1o his satisfaction.

It shall be e diy of the manufacturer, distributor, authorized dealer or
retailer. upon 1eceipt of the motor vehicle and the notice of availment referred to
in Seetion . herent, 1o attend 1o the complainant of the consumer including, as
may be necessarv. making such repairs and undertaking such actions as to make
the vehicle conform o the standards or specifications of the manufacturer or
distributor for such vehicle '



I case the conrasmes tenrns nesatisfied with the dealer manufacturer’s
efforts to repaie the cobick porssant 1o the consumer’s availment of his lemon
b riehts, the consmnes s file o complaint hefore the DT as provided under
this Act, Provitof Towever 1hat if the vehicle is not returned for repair for the
sime complaint within thirt (30 calendar days from the date of notice of release
of the motor vebo b e consamer following this repair attempt under the
availment of e Lo cinlits poviodl the repair is deemed successful: Provided,
finedlv. That <honbl the smme deleer recur Tollowing the thirty (30) day period,
aller the lemon b siphts perind shall have lapsed, the consumer may still avail
of the swme remedics under Sectzon S and 6 hereof,

Ter copmpersate Lor the vonogsape ol the vehicle while under repair and
of avatdment of femon law rights, the consumer shall be
trapspertation allowance equivalent to first class taxi,
il tpen b the partics, or a service vehicle at the option
il dealer or retailer. Any disagreement on
wplementing ageney provided for under this

during the per
provided o ressonabbe
insuch amond te e eres
bistribaston bl

ol man e e

this matter shalf e rosnlee] b

Act

Mething oot shalt be constroed to limit or impair the rights and
remedies of a comaamer vnder s sther b

SEC. B. Remedics for taspote Hesolution.—The DTT shall exercise exclusive
and origina! jusisdiction over lisputes arising from the provisions of this Act. All
disputes arisme Does the provisions ol ths Act shall be settled by the DTI in
accordance witl the Bdliovsne dispate resolution mechanisms:

B0 Dediation

fad The pomeple of peeoliiion, coneiliation, and mediation towards
amicable settfement between the manufacturer or distributor and

conpErmer sl beosteicdl "'I"‘i‘.‘l'\'i'll'.

(1 bl comnse o] s dispaste pesolution efforts, the DTT shall endeavor
eindependentie eaablish the validity of the consumer’s outstanding
conplring Phe DYTD <halt likewise retain the services of other
povermnent agencies  or  independent  private  entities  in  the
ascertnimment of the validity of the consumer’s complaint. Any cost
incnrredh e establishing the validity of the consumer’s complaint

1

shatl be boane doind by by the consumer and the dealer-manufacturer.

cf Phe complit shall be deemed valid i 1t is  independently
thay the vehicle does not conform 1o the standards or
fiemrs se By Hlwe e turer,

(dd Dlpon ailore of the pegotiation or mediation  between  the
mamnnfetnrer o disteibiutor and consumer, the parties shall execute a
ceert R ete giicsting feoanch Fajlure,



(e} Ar oy B Farigsg the dispute resolution pc:rinfL the manufacturer or
diatributon shall not be precluded from offering casier remedial terms
to the conzimer o regch amicable sefilement at any stage ol the

dispute mechanism

Al disptites that have been submitted for amicable settlement shall be
settled not later than forty-five (45) working days from the date of
filing of the complaint with the TFTL

8.2. Arbiteation

(a1 b the cvent there is a failure to settle the complaint during the
mediation proceedings, the parties may voluntarily enter into
arbiteation procecdings. likewise to be supervised by the DTL
e 111 shall vely on the independent findings as to conformity
to <tandards and snecifications cstablished herein.

il

(b} T case a non-cunformity of the vehicle is found by the DTI, it
shiall rule in faver of the consumer and direct the dealer-
manufactarer o gramt either of the following remedies to the

IR R EAET

i replace  the motor  vehicle with a  similar or
comparable motor vehicle in terms of specifications
and values. subject to availability; or

{ii) aeeept the return of the motor vehicle and pay the
consumer the purchase price plus the collateral
chinrpes

fe) o case 4 non-contormity of the vehicle is not found by the DT,
it shall rule in favor of the dealer-manufacturer and direct the
consumer to reimburse the dealer-manifacturer the costs incurred
b the fatter in validating the consumer’s complaints,

SEC. 9. Disclosure om Hesale.  Should the retwrned vehicle be made available for
resale, the manufacturer or disirihoter shall prior o sale, or transfer, disclose to the

dealer in writing that:

fay the motor vehicle was retumed to the manufacturer, distributor,
Fackory or branch

(b} the nature of the non cosformity.which caused the return; and

(o} the condition of the motor vehicle at the time of the transfer to the
dealer



It oshall T the cespansibibitg of the dealer to make the same disclosure in
writie ot to (he next purchaser prior o sale. A delaer’s
responsibilite nnder this seetion shall cease upon the sale of the affected

motew velie e v the first mnchaser;

SEC 10. Penalty. The soanulacturer, distributor or dealer adjudged to have violated the
provisions requiring disclosnre as mentioned in the preceding section shall be liable to
pay a minimum amonnt of O Bodred thonsand pesos (P100.000.00) as damages to the
aggrieved party withont prejndice 1ooany civil or eriminal liability they andfor the
responsible officer mayv incur under exasiting laws

SEC. 11. Assistance by Other Apencies. The Department of Transportation and
Communications and other asencies, politeal subdivisions, local govermment units,
including government-owned and-contralled corporations, shall render such assistance as
required by the DYFT inorder vy effectively implement the provisions of this Act.

SEC. 12, Implementing Rules amd Repulations.—The Department of Trade and
Industry shall promuleaie the necessary implementing rules and regulations within ninety
(50 days Fom the efTectivity ol this At

SEC. 13. Separability Clause--1 lor any reason, any part or provision of this
Act s declared invalidh such declaration shall not affect the other provisions of
this Act.

SEC. 14, Hepealing Clause. A Lows decrees, roles or regulations or parts thereof,
which are inconsistent with the provesions of this Act, are hereby deemed repealed,
amended or modificd aveordingly

SEC 15, Effectivity. s Mot shall take effect fificen (15) days afler its publication in

the Official Gazette o in two national newspapers of general circulation.

Approved.



