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EXPLANATORY NOTE

Consumer welfare is a primary concern in commerce, as protection of the cOnSuming
public raises quality standards of products and services, naturally boostung the economy.

There are few properties that are as important, both symbolically and in practical
application, as a motor vehicle. For an average family, the purchase of such requires large
savings made possible by blood, sweat and tears exhausted in one’s occupation.

Needless to say, there must be a certain level of guarantee in the vehicle’s investment.
‘The warranties available for vehicles do not allow the return of a defective vehicle with
recurring problems, but only continued repairs, that s, until the warranty period expires.
Buyers are at tisk of being left with a hunk of junk, or a “lemon,” while car manufacturers
and dealers find business elsewhere, perhaps from another unwitting victim.

Many Filipinos have been victimized by false warranties and they cannot resort to legal
remedies because of the absence of a law addressing their concerns. This bill seeks to
promote full protecuon to the rights of consumers in the sale of motor vehicles against sales
and trade practices which are deceptive, unfair, or otherwise inimical to consumers and the
public interest. It recognizes that a motor vehicle is 2 major consumer investment, defines
the rights of the buyer and imposes penalties for violations thereof.

The bill proposes a one (1) year period in which buyers of brand-new vehicles can
avail of the provisions of this “Lemon Law,” which allows up to four repairs on the same
defect before a replacement or refund of the vehicle can be claimed. If a consumer happens
to buy a defective car or any other product, he or she is entitled to get his or her money
back, or to at least get a prompt replacement, thereby ensuring that car buyers get full value
for their money.

This bill has been thoroughly deliberated during the 13th and 14th Congress, and it is
my fervent hope that we manage to finally enact this proposal into law.

SUSAN A,

Representative, 2™ Digtsict of T'arlac
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FIFTEENTH CONGRESS i
OF THE REPUBLIC OF THE PHILIPPINES )

Firwt Repeedar S ENTiN )

HOUSE OF REPRESENTATIVES

Hose Bill No. 3 02

Introduced by Representative A, Yap

AN ACT
STRENGTHENING CONSUMER PROTECTION IN THE PURCHASE OF
BRAND NEW MOTOR VEHICLES AND FOR OTHER PURPOSES

Be i enacted by the Senate and Houre of Rapresentativer of e Phalippines in Cangress asvenbied:

SECTION 1. Shore Titfe. -TThis Act shall he known as the “Lemon Law of 20007,

St 2. Declaration of Policy. - 1t 12 hereby declared the policy of the Srate 1o promore
full protection to the rights of consumers m the sale of motor vehicles agamnst sales and trade
practices which are deceptive, unfair ot otherwise inimical o the consumers and the public
interest, The State recognizes that a motor vehicle 15 a2 major consumer purchase or
imvestment. The consumer rights should thus be clearly defined including the means foor

redress for violations thereof

sHC, 3. Definition of Terms, - lor purposes of this Act, the following rerms shall

[RRREH AR

(21 “Brand new motor vehicle” refers 10 a vehicle constructed entively from new parts
1 . 5 F g ¥ e L 3 o
that has never been sold or repistered with the Department of lransportaton and

Communications (DOTC) or an appropriate agency or authority and operated on the highway

oof the Philippines, or in a foreign state or countty.

by “Collateral charges™ refers 1o the fees paid to the Land 'l'r:uh-;]m:'l:uiu[] Office (LTON

[or the remstration of a brand new motor vehicle and other incidental expenses, including the
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(¢} ‘Comparable motor vehicle” refers 1o a motor vehicle that 1s identical or reasonably
equivalent 1o the motor vehicle 1o be replaced, in terms of specilicanons and values subject to
availability, as the motor vehicle existed ar the time of purchase: Provided, That there shall be

an olfset leotn this value for reasonable allowance for its use.

(d} “Consumer” refers tooany person, natural or jurodieal, whe soa purchaser, cither by

cash or credit, of a brand new motor vehicle.

{e) “Dealer” or “Seller” refers to any persen other than a manufacturer who sells motar

vehicles to the public.

(f) “Determination of reasonable allowance for use”, for purposes of this Aer,
“reasonable allowance for use™ shall mean twenty percent (200} per annum deduction from
the purchase price, or the product of the distance traveled in kilometers and the purchase

price divided by one hundred thousand (PTO0OMEOD, whichever i1s higher.

(g} “Distributor” refers to any person ov entity other than a marufacturer who sells

brand new morar velaicles 1o thoeir duly aurhorized dealers or retatlers,
(h) “lmplementing agency” reters to the Department of Trade and Indusery (DT

(1) “Lemon Law rights period” refers to the penod ending vwelve (12) months after the
date of the onginal delivery of a brand new motor vehicle 1o a consumer or the first twenty
thousand (20,000} kilometers of operatton alier such delivery, whichever comes first. Ths
shall be the peried during which the consumer can report any non-conformity, as defined in
paragraph (k) herein, to the standards and speaficavons of the manufaciarer, diseribuacor,

authonzed dealer or retaler, and pursue any right provided for under this Act.

(1) *Manufacturer” refers to a person, partnership, association, corporalion or entin

engaged in the business of manatacturing ar assembling morar vehicles, or of distnbunng

Tl
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motor vehicles to morar vehicle dealers.

ki “Maotor vehiele” refers to any self-propelled four (4)-wheeled road vehicle designed
o carry passengers including, but not limited 1o, sedans, coupes, station wagons, convertibles,
pickups, vans, spott utility vebicles (SUVs) and Asian uiilivy vehicles (AUVs) bur excepring
maotorcycles, delivery trucks, dump trucks, buses, road rollers, trolley cars, streer sweepers,
sprnklers, lawn mowers and heavy equipment, such as, but not lmited 10, bulldozers,
pavlioaders, graders, forklifes, amphibian tracks, cranes and vehicles which run only on rails or
tracks, and tracrors, tratlers and raction engines of all kinds vsed exclusively for agricultural
purposes. Tratlers having any number of wheels, when propelled or intended by atntachment 1o

a motor vehicle, shall be classified as separate motor vehicle with no power rating,

i) “MNon-conformiy™ refers to any defect or condinon that substanually impairs the use,

value or safery of a hrand new motor vehicle which prevents 1 from conforming to the
L

nanufzcturer’s or distributor’s standards or specifications, which cannot be repatred, but

eacluding condinons resulung from noncompliance by the consumer of his obliganons under

the warranty, modificaoons not authorized by the manufacturer or distribuwtor, abuse or

l]{"_‘L::]thZI. :'II'I{:l [.] Fl.!'l'.li’lg'lf..' clue o :-lC{.'iL]L'E'H II.!']'_.l'IﬁIJ'i':' .f.-'.-'.-’_n'_l."::"-'i"."'f".

mi “Purchase price” refers to the invoice price or the amount of money which the
dealer or retatler actually received for the brand new motor vehicle, in consideration of the

sale of such brand new morer vehicle.

(n) “Warranty” refers to the writen assurance, so labeled, of the manufacrurer of a
brand new motor vehicle, including any term or condition precedent to the enforcement of

ablieanons under the warranoy.

(o1 “Warranty nghts period” refers to the penod provided for under the contract of sale
when the manufacturer would guarantee the matenals used, workmanship and roadworthiness

of a brand new maortor vehicle for ordinary use or reasonable intended purposes.
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SEC. 4. Cowerage. - This Act shall cover brand new motor vehicles with non-
conformity reported by the consumer within twelve (12) months from the date of onginal

debvery to the consumer or owenty thousand (200000 kilomerers of operaton afier such

delivery, whichever comes first. The following causes of non-conformity shall be excluded:
(a) Noncompliance by the consumer of his obligations under the warranty;
() Modifications not autherzed by the manofacrurer or distriburor:
{c) Abuse or neglece of the brand new motor vehicle; and
{d) Damage to the vehicle due to an accident or farce majeare.

SEC. 50 Repair Attemnpis. - At any tme within the Lemon Law righis peniod and afier
at least four (4) separate repanr attempts by the same dealer- manufacturer for che same

complaint, the consumer, if sull unsatsfied with the results of the said repairs, may invoke his

rights under this Act.

SEC. 6. Notdce of Availmenrt of the Lemon Law Rights, - Before availing of any
remedy under this Act and subject to comphiance with the provisions of Seciion 5 hereof, the
consumer shall, in writng, notify the manufacrurer, distributor, authorized dealer or retailer of
the unresolved ‘complaint and the consumer’s intention to invoke his rights under this Act

within the Lemon Law rights period.

The warranty booklet issued by the manufacturer, distributor, authorized dealer or
retailer shall clearly state the responsibility of the consumer under this section. It shall likewise
In'm"td{? the manner and form of such notice to constitute a valid and legal notce 1o the

manufacrorer, distriburor, authorized dealer or retatler,

sEC 7 Availment of the Lemon Law Righes. - Subsequent to the filing of the notice
of availlmem referred to 1n the prECi:ding section, the consumer shall bring the vehicle to the

dealer from which the vehiele was purchased for a final attempt to address the consumer’s

L)
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complaines to iz sarsFaction.

It shall be the dury of the manufacturer, disrribulor, authorized dealer or retatler, upon
receipt of the motor vehicle and the aotice of non-conformity required under Section 6
hereal, 1o attend ro the complaints of the consumer meluding, as mav be necessary, makimg
the repuirs and undertaking such actions 1o make the vehicle conform o the standards or

spectficanons of the manutaciurer or disteibotor for such vehicle,

In caze the consumer remains unsatisfied with the dealer manofacturer’s ellorts o repan
rthe vehicle, pursuant to the consumer’s availment of his Lemon Law nighes, the consumer may
file a complaint before the Y11 as provided for under this Ace Promded. however, That if the
vehicle 15 not returned for repair based on rhe same complan within thirty (30) calendar days
from the date of notice of release of the motor vehicle to the consumer following rhis repair
artempt within the Lemon Law nghts penod, the repair iz deemed successlul; Prowided, finally,
‘Thar, in the event the consumer sall remains unsatisfied after the thoty (30) davs period bur
sudl within the Lemon Law nghis |_:|t'1'lo|.L the consumer may be allowed to avail of the same

remedies under Secrions 5 and 6 hereaf.

To compensate for the non-usage of the vehicle while under repair and durning the
puticd ol wvadment ol the Lemon Law nghis, the consumer shall he provided a reasonable
datly transportanon sllowance, an amount which covers the transporation of the consumer
from his or her residence to his ot her regular workplace and wie rerva, equivalenr to air
condirioned taxi fare or in such amount to be agreed upon by the partes, or a service vehicle
al the option of the manufacrurer, distributor, authorized dealer or retailer. A ny disagresment

o this matter shall be resolved |}‘_~' the implﬂnmnling agency prm‘ided for under this Act,

Nothing herein shall be construed o b or impair the nghts and remedies of 4

Consumer nnder any U1|3'L‘1' b?.‘n.‘r'.

=1, B Remedies for Dfspurt' Resofution. - The 1IDTL shall exercise exclusive and

{1
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rﬂ"ie-_;iﬂ;li im‘iﬁt]ictiuu Oover L“.‘-&[]LILL".H" m:ix«'iﬂg from the |]I.'U‘."i51('3'115 af this Act. All cli.%pu[ux ;U'i.ﬁir]g{
from the provisions of this Act shall be serded by the DT in accordance with the following

dispule resclution mechanisms:

fa) Mlediarion

(1) The prnciples of negouaton, concliation and medianon towards amicable
settlement between the manulacturer or disributor and the consumer shall be strcrly

ohserved;

{2y In the course of its dispute resolution efforts, the X7 shall endeavor o

independently establish the vahdity of the consumer’s outstanding complaint. The DTI shall
likewise retain the services of other government agencies or independent private entities in the
ascertamment of the validity of the consumer's complaint. Any cost incurred in establishing
the validity of the consumer’s complaint shall be borne jointly by the consumer and the dealer

manufacturer;

(3} The complamt shall be deemed valid if 10 is mdependently established thar the

vehicle does not conform to the standards or speciflications set by the manufaciurer;

(4} Upen faillure of the negotiation or mediation between the manufacturer or
distributor and the consumer, the parties shall execute a certificate attesting to such failure;

':il':(l

(5) At any ume during the dispule resoluton period, the manufacturer or

cistributor and the consumer shall be encouraged 1o settle amicably,

All dlS]:lUmﬁ that have been subbmitted {or mediation shall be settled not later than forty

five (45) working days from the date of filing of the complaint with the DTL

(k) Arbitration
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In the event there is a failure 1w seule the complant during the mediaton

procecdings, the parties may voluntarily enter into arburation proceedings, likewise to be

supervised by the DT1. The IVIT shall rely on the independent findmgs as to conformity to

srandards and specifications established herein;

(2} In case a non-conformity of the vehicle 15 found by the DT, it shall rule in favor of
the consumer and direct the dealer-manufacrures 1o grant either of the following remedies 1o

the consmmer:

(1) ﬂt,‘p]ﬂctf the motor veluele with a stntlar or Cmnpﬂmlﬂt' motor vehicle i terms of

;-|‘Jl,‘_'{_;iﬁl._",1]'i£n1't.‘-‘~ and values, subject to avatlabiliy; or

(1) ."u,;L'.r.r[}l the return of the motor velaele and pay the consumer the |]L':I'L'!.'1‘.IH-'..‘ price [_‘.-ll.l‘.-i

collateral ::l*.-.trg;es.

In case the consumer decides to purchase another vehicle with a higher value and
specitications from the same dealer-muanutaciures, the consumer shall pray the difference

Cost,

In both cases of replacement and repurchase, the reasonable allowance for use, as
defined nthis Act, shall be deducted in deternining the value of the non conforming vehicle;

anel

(3 In case a non-conformity of the vehicle is not found by the DT, it shall rule in Favor
of the dealer-manufacturer and direct the consumer 1o reumburse the dealer-manufaciurer the

costs incurred by the latrer in validating the consumer’s complaints.

SEC 9 Derermination of Reasonable Allowance for Use. — For purposes of this Ace,
“reasonable allowance for use™ shall mean owenry percent (2000 per annum deduction from
the purchase price, or the produet of the distance rraveled 1 kilometers and the putrchaze

price divided by one hundred thousand {100,007, whichever is higher.

=0
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SEC. 10, Disclosure on Resale. - Should the returned vehicle be made available for
) ' (. - Tatnel . i ST 'l o 'l wn e ¥ DFs T I':‘.J 1 | 1
resale, the manufacturer or distubutor shall, prior 1o sale, lease or transfer, disclose 10 the

dealer in writing tha:
{a) the moror vehicle was returned 1o the manufacturer, distributor, F-,u,:['(_:-r}: o1 branch:
{b) the nature of the non conformiry which causcd the return; and
i¢) the condition of the maotor vehicle at 1he fime of the transfer 1o the dealer

lv shall be the responsibility of the dealer 10 make the same dizclosure in writing, in turn,
1o rhe next purchaser prior to sale. The cesponstbility of the dealer under this section shall

cedse upon the sale of the atfected motor vehicle to the first purc:}m:,c:r_

SEC. 11, Pepafty. -The manufacrurer, distriburor or dealer ;Ldjudgfyd to have violated
the provisions requiring disclosure as mentoned in the preceding section shall be liable to pay
a minimum amount of One hundred thousand pesos (Php 100,000,000 as damages to the
aggrieved party without prejudice to any civil or criminal liability they and/or the responsible

officer may incur under existing laws.

SEC. 120 Assistance by Other Agencies. - The DOTC and other agencies, political
subdivizions and  local gOVErnment unils, in-::.lucli;lg government-owned and -controlled
corporations, shall render such assistance as reguired by the 2T in order o effecuvels

tnplement rhe provisions of this Aco

SEC 13 fmplementing Riles and Regulations. - The DT shall promulgate the
necessary implementing rules and regulations within ninety (90) days lrom the effectvity of

thas et

SEC. 140 Separability Clause. - If, for any reason, any part or provision of this Act 1s

declared invalid, such declaration shall not affect the other provisions of this e

o



-2

-

SEC. 15. Repealing Clause. - All laws, decrees, execulive orders, Issuances, rules or
reculations or parts thereol which are inconsistent with the provisions of this Act are herebn

decmed J'L';)t'all{'d. amended or modified ﬁtcurn‘liﬂgl_'-'.

SEC. 16, Effectivity - This Act shall take effect fifteen (15) days afrer ws pubheation in

the Official Gazerte. or in two (2) natonal newspapers of general circulation.

Ypproved,
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