Republic of the Philippines

HOUSE OF REPRESENTATIVES
Quezon City

FIFTEENTH CONGRESS
First Regular Session

COMMITTEE REPORT NO. 1225

Submitted,, by,, the COMMITTEE ON TRADE AND  INDUSTRY on

Re : H0use2BiiI ﬁ'ﬂ. 4 8 4 :!_

Recommending its approval in substitution of House Bill Nos. 123, 352, 1966, 3495, 3864
41435, 4795 and 4337

Sponsors : Representatives Albert Ravmond 5. Garcia, Tomas V. Apacible. Mana
Carmen Zamorra-Apsay. Bernadette R, Herrera-By, Susan A, Yap.
Maria Amelita A, Calimbas-Viltarosa, Mark A Villar, Cosar V.
Sarmiento, Wilfrido Mark M. Enverga, Rufus B. Rodriguez, Maximo
B. Redrigues. Ir., Roger G. Mercado. Augusto Boboy Syjuco, Carmelo
IF. and Lazatin

Mr. Speaker

The Commitiee on Trade and Industry 10 which were referred House Bill No.o 123,
introduced by Reps. Maria Carmen Zamorma-Apsay and Bemadette R. | lerrera-Dry. entitled:

AN ACT
STRENGTHENING CONSUMFER PROTECTION IN THE PURCITASE OF BRAND
NEW MOTOR YEHICLES AND FOR OTHER PURPOSES

House Bill No. 352 introduced by Reps. Susan A. Yap and Maria. Amelita Calimbas-
Villarosa. entitled:

AN ACT
SIRENGTHENING CONSUMER PROTECTLION IN THE PURCHASE OF BRAND
NEW MOTOR VEHICLES AND FOR OTHER PURPOSES

House Bill No. 1966, introduced by Reps. Mark A Villar, Ma. Amelita Calimbas-Villarosa
and Cesar V. Sarmiento, entitled:

AN ACT
STRENGTHENING CONSUMER PROTECTION IN THE PURCHASE OF BRAND
NEW MOTOR VEHICLES AND FOR OTHER PLRPOSES
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House Bill No. 3493, introduced by Reps. Wilfrido Mark M. Enverga and Bernadette R.
Herrera-Dry, entitled:

AN ACT
PROVIDING FOR MOTOR VEHICLE WARRANTY ENFORCEMENT AND FOR
OTHER PURPOSES

House Bill No. 3869, introduced by Reps. Rufus B. Rodriguez and Maximo B. Rodriguez,
Jr.. entitled:

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

House Bill No. 4143, introduced by Rep. Roger G. Mercado. entited:

AN ACT
STRENGTHENING CONSUMER PROTECTION IN TIE PURCHASE OF BRAND
NEW MOTOR VEHICLES AND FOR OTHER PURPOSES
House Bill Mo. 4295, introduced by Rep, Augusto Boboy Syjuco. entitled:

AN ACT
PROTECTING CONSUMERS AGAINST THE SALE OF MOTOR VEHICLE,
MAHINERIES AND APPLIANCES USSUALLY SOLD TO COMMORN
CONSUMERS AND IMPOSING PENALTIES FOR VIOLATION THEREQF
and House Bill No. 4532, introduced by Rep. Carmelo F. Lazatin. entitled

AN ACT

STRENGTHENING CONSUMER PROTECTION IN TIIE PURCHASE OF BRAND
NEW MOTOR VEHICLES AND FOR OTHER PURPOSES 4 8 1
3
L

have considered the same and recormnmends that the artached House Bill Mo,
cntitled:

Al ACT
STRENGTHENING CONSUMER PROTECTION IN THE PURCHASE OF BRAND
NEW MOTOR VEHICLES AND FOR OTHER PURFOSES

be approved in substitution of House Bill Nos. 123, 352, 1966, 3493, 3809, 4143, 4295 and
4532, with Representalives Zamurra-Apsay, Herrera-Dy, Yap §S., Calimbas-Villarosa, Villar,
Enverga Rodriguez R., Redriguez Ir. M., Mercado R.. Sviuco, Lazatin, Sarmiente C.. Ciarcia
A.. Apacible, Duavit, Biron, Defensor, Alvarez A., Trefias, Camfio, villarica, Mandanas,
Fernandez, Garay, Teodoro, Del Rosario A.R.. Sacdalan, Osmefia, Joson, Rodriguez L.,
Lacson-Noecl. Yu, Ferrer )., Sahidulla, Lagdameo A, Gonoan-[yavid, Mellana, Sakaluran,
Quisumbing, Unabia, Batocabe, Colmenares. Haresco, Pancho, Cojuangeo E., Cajavon,
Tugna, Ty, Romualdez, Arroyo L), Gonzales A.. Panotes. and Bagasina as authors thereof.
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Republic of the Philippines
HOUSE OF REPRESENTATIVES
Quezon City
FIFTEENTH CONGRESS
First Regular Session

e %
HOUSE BILL NO. 484"'

{In substitution of House Bill Nos. 123, 352, 1966, 34935, 3869, 4143, 4205 and 4332

Introduced by

Representatives Zamorra-Apsay, Herrera-Dy, Yap S.. Calimbas-Villarosa, Villar, Enverga,
Rodriguez R., Rodriguez Jr. M., Mercado R., Syjuce, Lazatin, Sarmiente C. Garcia A,
Apacible, Duavit, Biron, Defensor, Alvarez A, Trefias. Casifio, Villarica, Mandanas, Fernandez,
Garay, Teodora, Del Rosario A R., Sacdalan, Osmefia, loson, Rodriguez 1., Lacson-Noel, Yu,
Ferrer J.. Sshidulla, Lagdameo A., Bonoan-David. Mellana, Sakaluran, Quisumbing, Unabia,
Batocabe, Colmenares, Haresco, Pancho, Cojuangeo E. Cajayon., Tugna, Ty, Romualdes,
Arroyo D, Gonzales A, Panotes, and Bagasina

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

Be it enacted by the Senate and the House of Representatives of the Philippines in Congress
assembled:
SECTION 1, Short Title. - This Act shall be known as the “Lemon Law of 200117
SEC. 2. Declaration of Policy. - It is hereby declared the policy of (he Stae to promote
fuil protection to the rights of consumers in the sale of motor vehicles against siles and 1rade
practices which are deceptive, unfair or otherwise inimical 1o the consumers and the public
interesL
The State recognizes that a motor vehicle is a major consumer purchase ot investment.
The consumer rights should thus be clearly defined including the means for redress for
viokations thereof.
SEC. 3. Definition of Terms. - For purposes of this Act. the following terms shall mean:
{(2) “Brand New Motor Vehicle” refers 1o a vehicle constructed entirely from new parts that
has never been sold or registered with the Department of Transportalion and
Communicalions or an appropriate ggency or authority and opcrated on the highway of
the Philippines, or in a foreign state or countny;
(b} “Collateral Charges™ refers to the fees paid to the Land Transportation Office (LTO) for
the registration of a brand new motor vehicle and other incidental expenses, including

the cost of insurance pertaining to the said vehicle;
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(¢} “Comparable Motor Vehicle” refers to a motor vehicle that is identical or reasonably
equivalent to the motor vehicle to be replaced, in terms of specifications and values,
subject to availability, as the motor vehicle existed at the time of purchase: Provided,
“That there shall be an offset from this value for reasonable allowance lor its use;

(d) “Consumer” refers to any person, natural or juridical, who is a purchaser, either by cash
or credil, of a brand new motor vehicle;

(&) “Dealer” or “Seller” refers to any person other than a manufacturer which sells mator
vehicles to the public;

(f) “Distributor™ refers to any person or entity other than a manufacturer who selis brand

* new motor vehicles to their duly authorized dealers or retailers;

{g) “lmpiementing Agency™ refers to the Departiment of Trade and Industry (DT1);

(hy “Lemon Law Rights Period” refers to the period ending twelve (12) months alter the date
of the origina! delivery of & brand new motor vehicle to a consumer of the first twenty
thousand (20.000) kilometers ol operalion after such delivery, whichever comes first.
This shaii be the period during which the consumer can Teport any non-conformity, as
defined in paragraph (k) herein, to the standards and specilications of the manufacturer,
distributor, authorized dealer or retailer, and pursue any right provided for under this
AcCt

(i) *Manufacturer” refers to a person. partnership, associaiion, corporation or emity engaged
in the business of manufacturing or assembling motor vehicles, or distributing motor
vehicles to motor vehicle dealers;

(i) *Motor Vehicle” refers to any self-propelled four-wheeled road vehicle designed to carry
passengers including, but not limiled to. sedans, coupes, station wagons, convertihles,
pick-ups, vans, sports utility vehicles (SUVs) and Asian Utility Vehicles {(AUYs) but
excepting motorcycles, delivery trucks, dump trucks. buses, road rollers, trolley cars,
street sweepers, sprinklers, lawn mowers and heavy equipment. such as, but not limited
to. bulldozers, payloaders, graders, forklifis. amphibian trucks, cranes, and vehicles
which run only on rails or tracks, and traciors, mailers and traction engines of all kinds
used exclusively for agricultural purposes. Trailers having any number of wheels, when
propelled or intended by attachment 10 a motor vehicle, shall be classified as separate
motor vehicle with no power rating;

{k) “Non-Conformity™ refers to any defect or condition that substantially impairs the use,

value or safety of a brand new moter vehicle which prevents it from conforming 10 the

manufacturer’s or distributor’s standards or specifications. which cannot be repaired, but
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excluding conditions resulting from non-compliance by the consumer of his or her

obligations under the warranty, modifications not authorized by the manufacturer or

distributor, abuse or neglect, and damage due o aecidert or farce majeure;

{1} “Purchase Price™ refers to the invoice price or the amount of moncy which the dealer or
retailer actually received for the brand new motor vehicle in consideration of the sale of
such brand new motor vehicle;

{m)*Warranty™ refers to the written assyrance, 50 labeled, of the manufacturer of a brand
new motor vehicle, including any term or condition precedent 1o the enforcement of
obligations under the warranty;

{n) “Warranty Rights Period” refirs to the period provided for under the contract of sale
when manufaciurer would pguarantee the matenials  used, workmanship  and
roadworthiness of a brand tew motor vehicle for ordinary use of reasonable intended
pUIpOsEs.

SEC. 4. Coverage. - This Act shall cover brand new motor vehicles with non-conformity
reported by the consumer within twelve {12} months from date of original delivery to the
consumer or twenty thousand (20,000} kilometers of operation afier such delivery, whichever
comes first. The following causes of non-conformity shall be excluded:

a. noncompliance by the consumer of his or her obligations under the warranty;

b. modifications not authorized by the manufacturer or distnbutor;

abuse or neglect of the brand new motor vehicle; and

2.

damage to the vehicle due to accident or force mafeure.
SEC. 5. Repair Attempts. - Al any time within the Lemon Law rights peried, and after at
lcast four {4) separate Tepair atiempts by the same dealer-manufacturer for the same complaint,
the consumer, if still unsatisfied with the results of the said repairs, may invoke his or her rights
under this Act

SEC. 6. Notice of Availment of Lemon Law Rights. - Before availing of any remedy
under this Act and subject to compliance with the provisions of Section 3 hereof, the consumer
shall, in writing, notify (he manufacturer, distributer, authorized dealer or retailer of the
unresolved complaint, and the consumer’s intention to invoke his or her rights under this Act
within the Lemon Law rights period.

The warranty booklet issued by the manufacturer, distributor, autharized dealer or
retailer shal! clearly state the manner and form of such noliee 1o constitute a valid and legal

notice to the manufacturer, distributor, authorized dealer or retailer.
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SEC. 7. Availment of Lemon Law Rights. - Subseguent to filing the notice of availment
referred to in the preceding section, the consumer shall bring the vehicle to the dealer from
which the vehicle was purchased for a final attempt to address the com plaint of the consumer 10
his or her satisfaction.

It shall be the duty of the manufacturer, distributor, authotized dealer or retailer, upon
receipt of the motor vehicle and the notice of non-conformity required under Section 6 hereof, 1o
aticnd 1o the complaints of the consumer including, as may be necessary, making the repairs and
undertaking such actions 1o make the vehicle conform to the standards or specifications of the
manufacturer or distributor for such vehicle.

in case the consumer remains unsatisfied with the dealer-manufacturer’s efforts to Tepair
the vehicle, pursuant to the consumer’s availment of his or her Lemen Law rights, the consumer
may file a complaint before the DT as provided for under this Act: Provided, however, That if
the vehicle is not retumed for repair bascd on the same complaint within thirty {30) calendar
days from the date of notice of release of the motor vehicle to the consumer following this repair
attempt within the Lemon Law rights period, the repair is deemed successful: Provided, finally,
That, in the event the consumer still remains unsatisfied afier the thirty (30} day pericd but still
within the Lemon Law rights period, the consumer may be allowed to avail of the same
remedies under Sections 3 and & hereof.

To compensate for the non-usage of the vehicle while under repair and during the period
of availment of Lemon Law rights, the consumer shall be provided a reasonable daily
transpertation allowance equivalent to first class taxi fare as evidenced by actual reciepis, or a
service vehicle at the option of manufacturer, distributor, authorized dealer or retailer. Any
disagreement on this matter shall be resolved by the DTL

Nothing herein shall be construed to limit or impair the rights and remedies of a
consumer under any other law.

SEC. 8. Remedics for Dispute Resolution. - The DTL shall excreise exclusive and
ortainal jurisdiction over disputes arising from the provisions of this Act. All disputes ansing
from the provisions of this Act shall be settled by the DTI in accordance with the following
dispute resolution mechanisms:

{a) Mcdiation

(1) The principle of negotiation, conciliation. and mediation (owards amicable settlement
between the manufacturer or distributor and consumner shall be strictly observed;

{2) In the course of its dispute resolution cfforts. the DT shall endeavor to independently

establish the validity of the consumer’s outstanding complaint. The DTI shall likewise
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retain the services of other government agencies or independent private cntities in the
asceriainment of the validity of the consumer’s complaint. Any cost mcurred in
establishing the walidity of the consumer’s complaint shall be bome jointly by the
consumer and the dealer-manufacturer.

(3} The complaint shali be de¢med valid if it is independently established that the vehicle
does not canform to the standards or specifications set by the manufacturer.

{4) Upon failure of the negotiation or mediation between the manufacturer or disinbuior and
consumer, the parties shall execulc a certificate atlesting 10 such failure.

(5) At any time during the dispute resolution period, the manufacturer or distributor shall not
be preciuded from offering easier remedial terms to the consumer to reach amicable
settlement at any stage of the dispute mechanism.

All disputes that have been submitied for amicable settlement shall be settled not later
than forty-five {45) working days from the date of filing of the complaint with the DTL.

(b) Arbitration

(1) In the event there is a failure to settle the complaint during the mediation procecdings,
the parties may voluntarily enier inko arbitration proceedings, likewise to be supervised
by the DTL The DTI shall rely on the mndependent findings as to conformity to standards
and specifications established herein.

(2) In case a non-conformity of the vehicle is found by the DTI, it shali wle in favor of the
consumer and direct the dealer-manufacturer to grant either of the following remedies 0
the consumer:

1. replace the motor vehicle with a similar or comparable motor vehicle in terms of
specifications and valiues, subject 10 availability; or
ji. accept the return of the moter vehicle and pay the consumer the purchase price
plus the collateral charges.
jn case the consumer decides to purchase another vehicle with a higher value and
specifications from the same dealer-manufacturce, the consumer shall pay the difference in cost
In both cases of replacement and repurchase, the reasonable allowance for use, as
provided for in this Act, shall be deducted n determining the value of the non-coaforming
vehicle.

(3) In case a non-conformity of the vehicle is not found by the DTI, it shall rule in favor of

the dealer-manufacturer and direct (he consumer to reimburse (he dealer-manifacturer the

costs incurred by the latter in validating the consumer’s complaints.
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SEC. 9. Determination of Reasonable Allowance for Use. - For purposes of this Act,
“reasonable allowance for use” shall mean twenty percent (20%) per anmum deduction from the
purchase price, or the product of the distance traveled in kilometers and the purchase price
divided by one hundred thousand (100,000) kilometers, whichever is higher.

SEC. 10. Disclosure on Resale. - Should the returned vehicle be made available for
resale, the manufacturer or distributor shall, prior to sale, or transfer, disclose to the dealer in
writing that:

a. the motor vehicle was returned 1o the manufacturer, distributor, factory or branch;
b. the nature of the non-conformity which caused the return; and
¢. the condition of the mator vehicle at the time of the transfer to the dealer.

1t shall be the responsibility of the dealer to make the same disclosure in writing, in turn,
to the next purchaser prior to sale. The responsibility of the dealer under this section shall cease
upon the sale of the afTected motor vehicle to the first purchaser.

SEC 11. Penafty. - The manufacturer, distributor or dealer adjudged Lo have violated the
provisions requiring disclosure as mentioned in the preceding section shall be fiable 10 pay a
minimum amount of One hundred thousand pesos (P100,000.00) as damages to the aggrieved
party without prejudice 1o any civil or criminal liability they and/or the responsible officer may
incur under existing laws.

SEC. 12. Assistance by Other Agencies. - The Department of Transportation and
Communications and other agencies, political subdivisions. local govermment utits, including
aovernment-owned-and-controlled corporations. shall render such assistance as required by the
DT1 in order to effectively implement the provisions of this Act.

SEC. 13. Implementing Rules and Regulations. - The Department of Trade and industry
shall promulgate the necessary implementing rules and regulations within ninety (%0} days from
the effectivity of this Act.

SEC. 14. Separability Clause. - If, for any reason. any pari or pravision of this Act is
declared invalid, such declaration shall not affect the other provisions of this Act.

SEC. 15. Repealing Clause. - All laws, decrees, executive orders, issuances, rules or
regulations or parts thersof which are inconsistent with the provisions ol this Act are hereby
deemed repealed, amended or modified accordingly.

SEC 16. Effectiviry. - This Act shall take effect fifteen (15) days after its publication in

the (Mficial Geazette or in two national newspapers of general circulation,

Approved,

.. ——



Crada

Republic of the Philippines
HOUSE OF REPRESENTATIVES
Quezon City

FIFTEENTH (15™) CONGRESS
First Regular Session

MINUTES OF THE MEETING OF THE COMMITTEE ON TRADE &
INDUSTRY HELD ON MARCH 8, 2011 AT CONFERENCE ROOMS ¢ & 11,
RAMON V. MITRA, JR. BUILDING, HOUSE OF REPRESENTATIVES
COMPLEX, BATASAN HILLS, QUEZON CITY

AGENDA:
Deliberation on the following House Bills re: PHILIPPINE LEMON LAW

1. House Rill No. (23 entitled: *AN ACT STRENGTHENING CONSUMER
PROTECTION IN THE PURCHASE OF BRAND NEW MOTOR VEHICLES
AND FOR OTHER PURPOSES,” intreduced by Rep. Maria Carmen Zamora-Apsay;

I~

House Bill No. 352 entitied: “AN ACT STRENGTHENING CONSUMER
PROTECTION IN THE PURCHASE OF BRAND NEW MOTOR VEHICLES
AND FOR OTHER PURPOSES,” inroduced by Rep. Susan A, Yap,

[} ]

House Bill No. 1966 entitfed: “AN ACT STRENGTHENING CONSUMER
PROTECTION IN THE PURCHASE OF BRAND NEW MOTOR VEHICLES
AND FOR OTHER PURPOSES,” introduced by Rep. Mark A Villar;

4. House Bill No. 3495 entitied: “AN ACT PROVIDING FOR MOTOR VEHICLE
WARRANTY ENFORCEMENT AND FOR OTHER PURPOSES™ Rep. Wilinido
Mark M. Enverga;

a. House Bill Mo, 1869 entitled: *AN ALCT STRENGTHENING CONSUMER
PROTECTION LN THE PURCHASE OF BRAND NEW MOTOR VEHICLES
AND FOR OTHER PURFPOSES, inuoduced by Reps. Rufus B. Rodriguez and Maximo
E. Rodriguez, i, and

6. Houze Rili Mo 4143 entled:  “AN ACT STRENGTHENING CONSUMER

PROTECTION IN THE PIU/RCHASE OF BRAND NEW MOTOR VEHICLES
AND FOR OTHER PLRPOSES,” intoduced by Rep. Roger G. Mercado

L CALL TO ORDER

Rep. Albert S. Garcia, Chairman and Presiding Officer, called the meeting to
order at 157 pm.
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1L ROLL CALL AND DETERMINATION OF QUORUM
Qn motion of Rep. Apacible, duly seconded by Rep. Trefias and there being no
objection, the Committee dispensed with the Calling of the Roll.

ML APPROVAL OF THE MINUTES OF THE PREVIQUS MEETINGS

On motion of Rep. Ty, duly seconded and there being no objection, the
Commitiee dispensed with the reading of the Minutes of the Meeting held on
February 22, 2011 and (hereafter approved the same.

IV. OPENING REMARKS OF THE CHAIRMAN
Rep. Garcia welcomed and thanked the Members and resource persons who
responded to the Commities’s invitation to the meeting.

In his welcome remarks, Commiltee Chairman Albert Garcia cited that all
six (6) bills seek to promote and protect the rights of buyers of brand new mctor
vehicles by providing them with remedies should these same cars repeatedly fail to
meet standards of quality and performance.

He stressed that the proposed Philippine Lemon Law TEcognizes that a new
mator vehicle is a major consumer purchase, and that a defective motor vehicle 18
likely 10 create hardship for, or may cause injury 10, the Filipino consumer

Likewise, Rep, Garcia emphasized that the proposed law prescribes the
obligation of car manufacturers and assemblers through the enforcement of warranties
in the case of defective or lemon cars.

In calling for the swift approval of the bills, the Chair noted that the passage of
a Philippine Lemon Law is one of the legislative priorities of the Committee for the
First Regular Session under the present Fifieenth {1 5™y Congress.

He added that the proposed measure had undergone extensive deliberations
and was subsequently passed on Third Reading by the touse hoth during the
Thirieenth (13™) and Fourteenth {14™} Congress.

Y. DELIBERATION ON THE PROPOSED PHILIPPINE LEMON LAW
Burcau of Trade Regulation & Consumer Protection Director Vigtorio Mano
Dimagiba affirmed that the Department of Trade and Industry fully supports the
passage of the proposed Philippine Lemen Law.

As amendiments (hereto, he suggested the inclusion of motorcycles in the
coverage of the proposed measure, and the use of taxi fare receipts in the
computation of transportation allowance for non-usage of the vehicie while under
repair and during the period of availment of lemon law right.
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Mr. Homer Maranan, Secretary General of the Chamber of Automotive
Manufacturers of the Philippines, Inc. {CAMPIL),  submitied that the proposed
Philippine Lemon Law should strike @ reasonable balance between the rights of the
buyer and the seller of motor vehicies where both are also entitled to the mantie of
equal protection of the law.

The Authors present, namely Reps. Susan Yap (FIB 352), Wilfrido Mark
Enverga (3495), and Maximo Rodriguez, Jr. (HB 38691, unanimously agreed that the
& bills should be consolidated.  In this regard, Rep. Enverga moved for the
preparation of a draft substitute bill which incorporates the amendments proposed by
Director Dimagiba.

VI. ACTION TAKEN BY THE COMMITTEE

The motion of Rep. Enverga for the preparation of a draft substitute bill which
incorporates the amendments as proposed by Director Dimagiba was subsequently
approved by the Commitice, duly seconded by Rep. wa. Theresa Bonoan-David.
VIL ADJIURNMENT

There being no other matters to be taken up, the meeting was adjourned at
2:17 pm.

1 hereby certify to the correctness of the foregoing.

Prepared by:

RAFAELITO £ MALIMET
SL5O
Committee on Trade & Industry

Certified Correct by:

ING R, PALANCA
mmitiee 3ecretary
ommitice on Trade & Industry

Noted by:

L GARCIA

mitiee on Trade & Indusiry




Republic of the Philippines
HOUSE OF REPRESENTATIVES
Quezon City

FIFTEENTH (15™ CONGRESS
First Regular Session

MINUTES OF THE MEETING OF THE COMMITTEE ON TRADE &
INDUSTRY HELD ON MAY 24, 2011(TUESDAYY), 1:30 PM AT CONFERENCE
ROOMS 9 & 10, RAMON V. MITRA, JR. BUILDING, HOUSE OF
REPRESENTATIVES COMPLEX, BATASAN HILLS, QUEZON CITY

AGENDA:

{A} Deliberation on the draft Wil in substimtion to House Bill Nos. 2262 2985, 4100 and 4301 ie.
amendments to Republic Act Ne. 7381, ptherwise known as the Price Act

{B) Initial Deliberation on House Bill No. 2189 1e. <trict conformance to advertisernent standards 1]
the manufacture, distripution and sale of herbal medicines. supplementary health products and
altermative healthy foods

(Ch Recansideration of certain provisions of the proposed Philippine Lemen Law of 201 Ipreviousky
approved by the Committer

(o) Report of Accomplishments of the Commiiter for the First Regular Session of the Fifteenth {15™)
Congress
L. CALL TO ORDER

Rep. Tomas Apacible, Presiding Ofhcer and Senjor Vice Chairman of the Committet on
Trade and Industry, called the meeting 10 order at 1:45 B

1. ROLL CALL AND DETERMINATEON OF QUORUM

On proper motion, duly seconded and there heing no objection. the Commitiee dispensed
with the Calling of the Roll.

M. APPROVAIL OF THE MINUTES OF THE PREVIOUS MEETING
Om proper mation, duly seconded and there heing na objection. the Commites dispensed

with the reading of the Minutes of the Meeting held on March 22, 2011 and thereafter
approved the same.




OPENING REMARKS OF THE PRESIDING OFFICER

On behalf of the Committee Chairman, Rep. Apacible welcomed the Members and
resource persons present and thanked them for responding to the Commuittee’s invitation
to the meeting.

He explained that the meeting was called for primarily in order for the Commitiee 1o
deliberate on the deaft bill in substitution to Honse Bill Nos. 2262, 2085, 4100 and 4301,
all seeking to amend certain provisions of Republic Act Na. 7581, otherwise known as
the Price Act.

Likewise, he stated thai the Committee had scheduled the initial hearing on House Bill
No. 2189 mandating the strict conformance 1o advertisement  standards in the
manufacture, distribution and sale of herbal medicines, supplementary heaith products
and alternative healthy foods.

DELIBERATION ON THE DRAFT BILL IN SUBSTITUTION TO
HOUSE BILL NOS. 2262, 2985, 4100 AND 4301

Rep. Apacible narrated that after the Committee had considered House Bills Nos. 2262,
GRS, 4160 -and 4301 during its meeting last March 22, 2011, the same were
subseguetitly referred to the Subcommittee on Consumer Protection and Trade
Regulation for its review with the goal of consolidating the various amendments to the
Price Act as proposed by the subject bifls, as well as to imroduce other omnibus
revisions to RA 758 following said review.

$Subsequently. the Subcommitiee conducted two (2} Technical Working Group {(TWG)
meetings on the subject matter with the participation Dy representatives of various
stakeholders and government agencigs.

Rep. Apacible reported that the resulting draft substitute bill prepared by the
Subcommittee has the following salient features:

i 1t amends Section 3 (1) of RA 7381 b

providing a descripfive dehmition of the meaning of “Basi: Necessities
including the phirase ~SUCH AS. BUT NOT LIMITED TOT prior w the
cnugveration of items considerad as "Basic Newe salties

s ineluding PROCESSED POTABLE WATER [N CONTAINERS inthe  Hst of
Basic Necessities in consideration of 118 12620

e including NOODEES in the list of Bawic Necessities in consideration of  HB
2083

s inctuding HOUSEHOLD LIQUEFIED PETROLEEM GAS (LPGy AND
KEROSENE in the list of Basic Necessities in consideration of HB 4100

o including FRUATS in the list of Basic Necessities (1 consideranion of the
sugaestion by he TWG!

s regssorting the ilems inctuded in the fia Le. ROOT C ROPS on top of lisi alfer
CORMN:

s including the phrase “AND SUCH OTHER GOODRS  AS MAY BE
INCLUDED UNDER SECTION 1 OF 1HIS ACT : and




[F)
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e correcting nnographical and clerical emars found thereon
It amends Section 3(8) of RA 7381 ba:

providing a descriptive definizion of the meaning of “Prime Commodites

e including the phrase “SLUCH A% BUT NOT LIMITED T prior © the
enumeration of items considered as ~Prime Commodities™;

e replacing SWINE AND CATTLE feeds with LIVESTOEKR AND
FISHERY fecds

a including the phrase "AND SUCH OTHER GOODS AS  MAaY BE
INCLUDED UNDER SECTION 4 OF THIS ACT and

« comecting eypographical and clericat errors found thereon.

1t amends Section 4 of RA 7381 by granting the implementing agency, upon petilion
of converned parties or motu propric action with the approval of the President, the
power not only to exclude certain items from the coverage of R.A, 7381, b 1t also
allows the same to INCLUDE types and brands of goods in the definition of basic
necessilies or prime commaodities. in consideration of House Bili No. 4301

It amends Section 6 of RA 7581 by providing that, N THE CASE OF THE BASIC
NECESSITIES THAT ARE WHOLLY IMPORTED and DEREGULATED
UNDER EXISTING LAWS, SUCH AS, WUT NOT LIM ITED TO HOUSEHOLD
LIQUEFIED PETROLEUM GAS {LPG}) AND KEROSENE, PRICE CONTROL
THEREON SHALL REMAIN EFFECTIVE FOR A PLERIOD OF NOT MORE
THAN FIFTEEN (15} DAYS. TAKING TNTO CONSIDERATION THE
CURRENT INVENTORY OR SUPPLY LEVELS THEREQGFE.

It amends Section 11 of RA 7581 by including {he DEPARTMENT OF ENERGY as
a MEMBER of the Price Coordinating Council.

It ammends Section 12 (2) of RA 7581 by requinng ihe Price Coordinating Council to
report AT LEAST SEMI-ANNUALLY (he President and to the Congress of the
Republic of the Philippines the status and progress of the programs. projects and
measures undertaken by each implementing department, agency O office as well as
the comprehensive sirategies developed by the Council to stabilize the prices of basic
necessities and prime commodities. Further, THE REPORT SHALL MNCLUDE
GOODS THAT HAVE BEEN INCLUDED OR EXCLUDED FROM THE LIST OF
BASIC NECESSITIES AND PRIME COMMODITIES AS PROVIDED FOR
UNDER SECTION 4 OF (THIS ACT) the Pnce AcL

It directs the Department of Trade and Industry. in consultation with the members of
the Price Coerdinating Council and stakeholders, 1o promulgate the necessary rules,
regulations and procedures for the effective implementation of this Act within
NINETY (90) DAYS upen its effectivity and to monitor strict compliance therewith.
This process shall involve the review of existing implementing rules and regulations
of RA 7581. and ils revision as may be appropriate.

Rep. Roman Romulo, author of HB 2262, reiteraled the urgency af amending the Price
Act 1o include drinking water in the list of Basic Necessities under the same law.
Recounting his congressiona! dismrict’s sad plight during the onsiaught of Typhoon
Cmdoy in 2009, he underscorad that water is ong of the most essental negds of life, and
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In this regard, Rep. Apacible emphasized that making CONSUMETS fully aware of what
these produets are all about and how it affects their health falls squarely under the scope
and jurisdiction of the Committee on Trade and [ndustry thru the Subtcommitiee  on
Consumer Protection and Trade Regulation.

Rep. Pedro Romualdo, author of 118 2189. stated that there has been an alarming
proliferation in the market of well-commercialized herbal and alternative medicines
which might pose danger to public health and imperil the lives of non-discriminatmg
CONSILLMErs.

while the government is mandated to promote traditional and alternative healthcare as
mandated by Republic Act 3423, otherwise known as the Traditional and Alternative
sedicine Act (TAMA) of 1997, Rep. Romualdo siressed that it is the SOVETTIINERL'S
primordial duty to educate and disseminate to the public adequate information and gnide
on the raticnal, appropriale, proper applicanon and safe vse of herbal and ahernative
medicines.

in light of this, he underscored that the objectives of his bill include ameng others, the
need (o indicate appropriate markings in the packaging, advertising, marketing and
promeation of products and the lanpuage be in English, Tagalog, Visayan and other majer
diglects for gasy reading and understanding of the consumers; the provision of stiffer
penalties for manufactarers, distributors. sale, advertisers, marketers and promuoters of
herbal products who fail to comply with the orovisions of the bill; and determine the
extent of compliance by concerned government agencies such as the Department of
Trade & Industry to Departmnent of Health, Food & Drugs Administration and DOH-
Administrative Order No. 2010 in monitoring manutacturers of herbal preducts and food
supplements.

Mz, Yolanda R. Robles, Public Reiations Officer of the Philippine Pharmaceutical
Association (PPhA), expressed her agency’s support 1o HB 2189, indicating that food
sopplements, specifically marked with the phrase, "no therapeulic claimn™ should not
indicate thai they are cure to certain ailments: ctherwise, this is tantamount to betrayal
of public trust.

She specified that food supplements shall comply with certain registration requirements
before they are allowed the benefit of advertisements as well as market exposure abroad.

Ms. Ma Victoria Pinion, Numitionist/Dietician of the Food and Drugs Administration
(FDA}FDOH, substantiated PPhA’s position on the necessity of produst regisiration. She
identified the mandatory information necessary for such purpose.

She added that the FDXA has no objection 1o the introduction of cerain products
provided that the required nutritional facts are indicated.

Atty. Rudolph Jularbal. General Counsel of Kapisanan ng mga Brodkasier su Pilipinas
(KB & AD Smandards Council, provided informatinon on  the process thru
advertisements  for certain product are evaluated by the KBP. He assured the
Commiftee that the KBP continuously manitors the requisite approval of FDA as 1o
pharmaceutical products and food supplement, and thar the same organizanon sinictly
observes the standards which prohibit claims nat approved by the FDA.

Aty Jularbal also identified certan problems encountered in advertising where the
labels of certain products require FDAs approval, but the “inserts” 10 these do not
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necessarily require approval of the same. He also affirmed that he has long been an
advocale of transiating markings in health and similar products in the local dialects.

Whereupan, the Committee agreed to conduct further deliberations in its next meeling on
HE 2189, and to review its provisions for possible revisions in order to come up with a
more comprehensive bill. The Commitiee also requested the resource persons to submit
their position paper on the subject maner within the week in order for the Members 1o
consider and study the same.

RECONSIDERATION OF CERTAIN PROVISIONS OF THE PROFOSED
PATILIPPINE LEMON LAW OF 2011

Rep. Albert Garcia, Committee Chairman, recalied that on bMarch §, 2011, the
Cammitiee conducted its deliberation on House Bill Nos. 123, 332, 1966, 3493, 5869
and 4143. all of which seek to strengthen consumer protection in the purchase of brand
new motor vehicles and lor other purposes.

During the same meeting, the Committee approved the preparation of a draft bill in
suhstitution to the subject bills which. among others, incorporates the followmg
provisions:

1 The inclusion of MOTORCYCLES as part of the definition of MOTOR
VEHICLES covered by the substitute bil!: and

7 The use of actoal TAX1 FARE RECEIFTS in the computation of iransponation
allowance for non-usage of the vehicle while under repair and during the period
of availment of lemon law rights.

Thereafier. Rep. Garcia related that  the marer of including motorcychkes within the
coverage of the propased Philippine Lemon Law was referred to the same sector.
particularly 10 the Motorcycle Development Program  Participanls Association
{MDPPA) for their comments.

The MDPPA is an association of six {6) motorcyele manufacturers with eighty-five
percent (85%) overall stake im the Philippine motorcycle mdustry whose members
include Honda, Kawasaki, Suzuki. Motorstar, Yamaha And Kymeo.

Subsequently, in its letter dated April 13. 201 1. the MDPPA expressed its view that
separate stipulations should be provided for motorcycles , which are two-wheeled
vehicles, as most of the provisions of the proposed Philippine Lemon Law of 2011 are
applicabie to four-wheeled motor vehicles

Likewise, the MDPPA cited the dispanty between motorcycles and four-wheeled motor
vehicles in terms of the nature of the product, price, warranty COVeTage, function or use,
and financing scheme.

The same letler-comment was furnished to the DTL, particularly thru Atty. Victor Mario

Dimagiba. Director of the Bureau of Trade Regulation and Consumer Protecuion
(BTRCP).

Afier considering MDPPA’s comments. [hrector Dimagiba has recommended that
motorcyveles should be removed from the Jist of motor vehicles w be covered by the
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proposed Philippine Lemon Law of 2011 so as nat 1o impede further the progress of the
same legislative measure in the Lower House.

On May 9, 2011, House Bill No. 4532, also secking i0 strenathen consumer protection
in the purchase of brand new motor wehicles and for other purposes, was referred on First
Reading to the Committee ot Trade and Industry.

Upon review thereof, the provisions of House Bill No. 4532 are similar with those of
House Bill Nos. 123, 352, 19686, 3495, 3869 and 4145.

In view of the foregoing, Rep. Garcia recommended that:

1. The approval by the Committee 10 drafit & bill in substitution 1o Housz Bill Nos.
123, 352, 1966, 3495, 3869 and 4143 be amended o exclude motorcycles as parl
of the definition of MOTOR VERICLES covered by the proposed Philippine
Lemon Law of 2011; :

House Bill No. 4332 be included in the Tist of measures considered by the
Commitiee in preparing the draft Philippine Lemon Law of 2011 and

The aforementioned motions be formally manifested and approved during the
Commities meeting on May 24, 2011 and subsequently reflected in the
proceedings thereof.

b

Lt

Whereupon, on motion of Rep. Vicior Yu. the Commitiee approved the aforesaid
recommendations and instructed the Secretaniat to implement the same.

REPORT OF ACCOMPLISHMENTS OF THE COMMITTEE DURING THE
FIRST REGULAR SESSION OF THE FIFTEENTH {15™") CONGRESS

Thereafter, Rep. Garcia also presented the Accomplishment Report on the Legislative
Priorities for the First Regular Session of the Fificemth {15h) Congress agreed upon by
the Committee during its Organizational Meeung last September 14,2010

Chairman Garcia noted that the Committee Report on the proposed Philippine Fair
Competition Act of 2011 is now ready for submission after months of deliberations
thereon and with the reeent approval by the Committee an Appropriations an the budget
provisinns thereof.

Likewise, House Bill 3841, prepared and submitted by the Comimittee which amends
certain provisions of Republic Al o, 8203 otherwise known as the intellectual
Property Code of the Philippines. was approved on Third Reading by the House of
Representatives last May 23,2001,

Moreaver, the Committee Chairman conveyed that the respective Commitlece Reports on
the forthcoming 2011 Philippine Lemon Taw, the proposed Philippine Trade
Representative Office. the long-anticipated LPG Indusiry Repulation and Safety Act of
3011, and the much-awaited Fiscal and “Jon-Fiscal Incentives Act will be submined by
the Commitiee prior io the sine die adjournment ok June 9, 2011

2GRy
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FACT SHEET

House Bill No- - 4841

{In substitution of House Bill Nos. 123, 352, 1966, 3495, 3869, 4143, 4205 and 4532)

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

Introduced by: REP. MARIA CARMEN ZAMORRA-APSAY, REP. BERNADETTE K.
HERRERA-DY, REP. SUSAN A. YAP, REP. MARIA AMELITA A. CALIMBAS-
VILI AROSA, REP. MARK A. VILLAR, REP. CESAR V. SARMIENTO, REPF.
WILFRIDO MARK M. ENVERGA, REP. RUFUS B. RODRIGUEZ, REP. MAXIMO B.
RODRIGUEZ, JR., REP. ROGER G. MERCADO, REP. AUGUSTO BOBOY
SYJUCO AND REP. CARMELO F. LAZATIN.

Cornmitiee Referral: COMMITTEE ON TRADE AND INDUSTRY
Committee Chairperson: REP. ALBERT RAYMOND S. GARCIA

REF. ACDEINT PVATRPD o0 o =

OBJECTIVES:

» To strengthen the Consumer Protection Act. specifically on the purchase of

brand new vehicles,

To provide the consumers with relief upon purchase of brand new vehicle with
factory defect that substantially impairs its use and safety through a refund of
the full value of the consumer's financial investment for the purchase of their
vehicles.

To clearly define the parameters in handling consumer compiaints involving
brand new vehicies.

KEY PROVISIONS:

Covers brand new motor vehicles with non-conformity to manufacturer’s or
distributor's standards or specifications; or condition that substantially impairs
its use or safety, reparted by the consumer within twelve (12} months from

date of original delivery or twenty thousand (20,000} kilometers of operation
whichaver comes first;

Mandates that if the manufacturer or distributor was not able to comect the
defect which impairs the motor vehicle’s use and safety after at least four (4)
separate repair attempis by the same dealer-manufacturer for the complaint,
consumer, if still unsatisfied with the resuits of the said Fepairs, may invoke his
rights under this law within the lemaon rights penod;




Provides for the determination of reasonable allowance for use computed as
foliows:

Product of the distance traveled in kilometers and the purchase price divided
by one hundred thousand (100,000 kms.} or twenty percent {20%) per anhum
deduction from the purchase price whichever is higher.

Mandates that the DTI shall exercise exclusive and original jurisdiction over
disputes arising from the provisions of this law.

Provides that in case non-conformity to the manufacturer's or distnbutor's
standards and specifications of the vehicle is found by the DTI, it shall rule in
favor of the consumer and direct the dealer-manufacturer to grant gither of the
foliowing remedies to the consumer.

1) Replace the motor vehicle with a similar or comparable motor vehicle in
terms of specifications and values, subject to availability; or

2) Accept the refurn of the motor vehicle and pay the consumer the purchase
ptice plus collateral charges.

Provides that in case non-conformity to the manufacturer's or distnbutor’s
standards and specifications of the vehicle is not found by the DTI, it shall rule
in favor of the dealer-manufacturer and direct the consumer to reimburse the
dealer-manufacturer the costs incurred by the latter in validating the
consumer's complaints.

Mandates that should the retumed vehicle be made available for resale, the
manufacturer or distributor shall, prior to sale, lease or transfer, disclose to the
dealer int writing that;

1} The motor vehicle was returned to the manufacturer, distributor, factory or
branch;

2) The specifications and/or standards not conformed with which caused the
return of the vehicle, and

3) The condttion of the motor vehicle at the time of the transfer to the dealer.

Pravides that the manufacturer, distributor or dealer adjudged to have violated
the provisions requiring disclosure shall be liable to pay a minimum amount of
one hundred thousand pesos (P 100,000.00) as damages to the aggrieved
party, without prejudice to any civil or criminal liability the responsible officer
may incur under existing laws.

Mandates that the Department of Trade and Industry shall promulgate the
necessary implementing rules and regulations within {80) days from effectivity
of this jaw.

RELATED LAWS:

Republic Act No. 7334 — The Consumer Act of the Philippines
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Intradnced by Rep. Maris Carmen Zamora-Apsay

EXPLANATORY NOTE

In the Uniied Seee e a0 egled Femon Laws of the vanious states of the
Union were enactzd fin the express purpose of protecting consumers from buying
new, but faulty. mewr -ehicles  these laws seek to meke sure ‘hat the
manufactirer of the vetuele fixer the problems or defects that were originally
covered under the muanubitiecr’s s ranty and were reported by the owner
within the so called lemor fan niglue period or certain mileage as reflected by the
odometer of the vehicle In exteme eases where the factory defects of the car are
extensive, the lows ales vamani the reflind of the consumet’s money or the
delivery af a new cor rephicies s rson automnhile,

In our covntry Bepnble Ay Na 7394 or the Consumer Protection Law in
the Philippines provides S e profection of consumers from  scheming
manufacturers arul defeetic— needuets. It gives the Department of Health (DOF)
Jurisdiction with respect e food. dmgs. cosmetics, devices and substanczes; the
Department of Agricultai- (1241 with respect to products related to agricultare;
and the Departrnent «f Vracle andd Industry (17T with respect to other eensumer
producis not specificd urder the fsl (wo jurisdictions. DTI, therefore, has sole
Junisdiction over cosnprhiiney regardive emon vehicles.

Out of the averoe ) DB s of sold new autorobiles per year, about
100 of these are Jater topeated o he suffering from factory defects. Complaints
received by the Y1) are penerally resalved through mediation becanse of the
absence of a legislaicd mechanism wherein remedies are available for the
aggrieved consumer and the marufacturer or vehicle dealer. Hence, the need for
this proposal to boli-r tw Cousunr Peotection Act by specifically focusing on

lermon vars.

As 2 mote. thiy nemusurs was oriprinally filed during the 13™ Congress
wherein my father s il principal author in the House of Representatives. Both
Houses of Congress appraved the measme on Third Reading, Unfertunately,



what prevented B fre oo e thind while the Senate ratificc the
wicameral conferafiey CrrTE ety 1 Rilk. the House of Represematives
wAS ll!."t::ﬂﬂr: i Lol ri’l.\-'l'lr.'-f:l'11‘ ol Al FrEeie Fegre ten e fﬂnﬁtraintﬁ.

This refilah copmen o e sl e same version adopted by the
merbers of the hicamerad omderenes cermyrittee during the 13" Comgress. I
incorporates and represc v prirmes propesals of {he stakehotders of the car
manufacturing  induste . nREIEE roechon organizations, the cancerned
agencics of govemmetil RO RTTH FER R YT IR LA All of these groups actually
actively participated sl speerbfhds Lant heir me and eifort in crafling this plece
of legislaton. I is, Wherefore 2 Crn s pmst acceplable to af} concerned. As such,
we see no reason why s Tl shioati® snapaed by the legislative mill again
and ils passage com prosinesd by il 1her legialalive Processes it has to zet through.
Dhuring the 14™ Compess. the promatal was poseed on third reading by the House
of Representatives bt e € sepghes s 1t sthle (0 ApPIOVE 8 parallel measurc.

It is hoped thot dusees e b7 Cangress, the bill will be expeditiousty

acted upon and (irbls v lod st e 18 it i5 mely. heneficial and necessary.

fri
A1 ARTA ©ARMEN ZAMORA-APSAY
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Intreduced by Wep. Macka Carmen Zamora-Apsay

AN ACT
STRENGTHENING COMNSIIMER PROTECTION IN THE PURCHASE OF
ERAND NEW MOTOR VEHICLES AND FOR OTIHTER PURPOSES.

Be i enacted bv_the Scormie nal e flanse fg,[ﬁ_-:.'grmenramw.f c_-rfj the Philippines in
Congress assembled.

SECTION 1. Shon Tirls Tr At shall be known as the “Lemon Taw of
2010 :

SEC, 1. Declaration of Polics - 1t i herehy declared the pelicy of the State to
promote full protection tu the riehis o) censomers in the sale of motor vehicles against
sales and trade prachice. wlich are deceplive, unfair or othetwise inimical to the

consumers and the pubdic fyderes

Ther State recogitres that a molor vehicle is a major consumer purchase or
investment. The consumer rights sherld thus be clearly defined including the means for
redress for violations thereal :

SEC. 3. Definition of Terms  Fia purposes of this Act, the following terms
shall mean:

(a} “Brand pew aantor vebic b refers (s vehicle constructed entirely from pew
parts that luvi never been <old or registered with the Department of
Transporation and Commanwgations or an appropriate agency or amhority
and operatsd on the hivlevay of the Philippines, or in & foreipn state or
conttry.

(b} “Coliateral ¢'larges” reler 1 tives paidl to the Land Transportation Office for
the registralion of o brad pew vediicle.

{c) "Comparable Motor Vol T#7 relers to a motor vehicle that is wdzntical or
reasonabiy couivatersd e the motor vebicle to be replaced, in terms of
specification: aned values subject (o availabitity as the-motor vehicle existed



{d}
(e}
(f)
(g}

(h)

(i)

Q)

(k)

(n

ot ket e e b st “liat there shall be an oftsel flom this
valoe For e memenbl alb s o Fop W5 meg,

wCgnstipee relose Beocne el nataral or juridical, who i; a purchaser,
cither hv rete e - U1 paned ey molor vehicle.

#Pyealer” or Chethe gulooe b aersnn other than o manufactorer which
sl mthon vs L Booeh g I

“h¥petrilagaloe 0 Loe 4 @I 1D A entity other than a marufacwrcr who
cells g 11 oetesr s ohotes pethir duly suthorized dealers or retailers.

“hmplementie - tpee T B s the Depariment of Trade and Industry
(NTh.

“[ eman | aa Meybs P refars 1o the period ending twelve (12) moaths
after the date of e rrenal delivery of a brand new motor vehicle to a
consumer o Hwe bt bt desisan] (70,0003 kilometers of operazion afer
such delivery. - [ivhover s fost, This shall be the pericd during which
the COMSURIGE Cim SoPeort aps e lormity to the manufactuorer, distr butor,
authorized b alee s et aler aml nlirsne any right provided for under this

Act.

semfanulaetirer T e bors e nErenm parinership, association, corpesation or
entity engaws in lasines. mnufacturing or assembling motor vehicles, or
digtribatione por e L bes e metnr vehicle dealers.

Shfooar Mol T nbies dn i self-propelled  four-wheeled road vehicle
designed b sl ue lesting, hut mot limited o, sedans, crupes,
station warm- caneertllen pickonps vans. sports utility vehicles (SUVs)
and A iy Valwoles [AUVE) bul excepling matarcycles, delivery
trocks. dump ks feeae moad rollers, trolley cars, Sireet Swecpers,
sprinklers. lawun n miwers ot howvw equipment, such as, but pot limited (o,
bulldozers  pas kezidors wpsters forklifls, amphibian trucks, cranes, and
velicles vl mp sy om caile o teacks, and tractors, trailers and Iraction
engines ol il kil e ~aglasiyely for agriculturd purposes. Trajlers having
any numhere f o Tiecks e ke meopelled or intended by attachment 1o a moter
veliile shill b - Lissitio ! os separate motor vehicle with no power rating.

“Non-con s T refers 1 an aondilion of a trand new motor vehicle
which preveut. it Treen o rforming to the manufacturer’s or distnibutor's
standards o specificasoas  which cannot be repaired, but excluding
candilipns  resaltine fran acdident, force majeure, abuse. nxplect, or

unauthorize eee i ar- = o alertion of the brand new moetor vehicke.

“purchase P reler- et amopice price of the amount of money which
the deater v vemier acally received for the brand new motor vehicle
eonsileratine of the sale <1 ) hrand new motor vehicle.



Dy W LTt e L T L IR TRIS U 1 1 Tl 4 (abeled. of the manulacturer of
o brame] s s ekl Lidinge any ferm or comlition precedent 1o fhe
enloroement o o ldeoatuens wepcdoy e yapranty.

(ny “Warrani, B s Eerpead wclens U the peaiod provided for under the comtract
ol sale whor punnba o s ok snarantec.the meterials used. workmarship
and fitness -0 1 lmend o paeear vehicle for ardinary use or reasonable

bendod pogg e

SEC. 4. Caverape  Phes S0 -dndleover Hrand new motor vehicles witn non-
conformity repented e thie cnnawmer within rwelve {12) months [rom date of
original delivers b the comumice oy twenty thousand (20,000) kilometers of
cperation afler «nch dodiepa vl heser comes first. The following causes of

non-conformity Ll boe e b b

g, mepevangdoaes By b CeDEImMer of his obligations under the

worprnk
I e Frood s g e - b | h};‘ the manufacturer oT di.‘t!‘ibm'ﬂﬂ
¢, abue o ek aes e bnaned new motor vebicle; and
A bt il e b B wooaecident or force majenre.

SEC. 5. Repwir Attempas - A1 (ne within the lemon law rights periad. and
after at least K o 11 copoaeste renae affernpis by the same dealer-mznnfacturer
for the same coieplan e s e il stitl unsatisfied with the resufts of the
zaid repairs. mav cU L cdeebus ke g Act

SFEC. 6. Nolice of yvaiment of 1omon Law Rights—-Before availing of any
remedy wnder thi- vl amel -nbiectic compliance with the provisions of Section 3
hereof. the consimes shalh, oy wriling, nolify the manufacturer, distributor,
authorized dealer o retatler 0 -he anresalved complaint, and the consumer’s
intention to invok: b rivhis mhe this Act within the lemon law rights period.

The sz Dokl el By the manufacturer, dismributor, authorized
dealer o vetnile s <lall s el sdide the manmer and form of such molice t©
constifule a walil and Sopal wanee 16 the manufacturer, distributor, awhorized
dealer ar retailsl

SEC. 7. Availment of Lemon Law Rights —Subsequent to filing the rotice of
availment mforred 1 i the Srecoding section, the consumer shall being the
velicle to the h=aker From vhich the vehicle was purchased for a final akempt ic
address the romanmer = comeliing - o his satisfaction.

It shalt b the ey < F 3l mmannfacturer, distributor, authorized dealer or
retailer, npon reeatpt of the moter vehicle and the notice of availment referred 1o
16 Section 6. hereof. b amend tn the enmplainant of the cansumer inciuding, as
may be necessary. making such repairs and undertaking such actions as to make
the vehicle confosn 16 the slsdards ar specifications of the manufacturer or

distributor for s s i e



Iyp o ol s s easns unsatisfied with 1he dealer manufacturer’s
eforts to ropair e oRiste il tn the consumer’s availment of his emon
law rights. the comunpes e 131 2 eomplaint before the DTT as providad under
thig Act. Frowu e Yoners 20 Pl of the vehicle is not seturned for repair for the
same compiaint ik thue 13y ¢ alendar days feom the date of notice of release
of the metor volibe 1o e comstenesy fnllowing this repair attempl undzr the
availment o borpon By el period the repair is deemed successtul: Provided,
Finefhy, Thar chrab] the o Acfoor recnr following the thirty (30) day period,
after the keinon s podats i ! Jhall hove lapsed, the conspmer may still avail
of the same rengdie - ander Section andl & hereof.

T compin ote S the ol asage of the vehicle while under repair and
during the peruad o avibment of temon law rights, the consumer shall be
provided a reaszahle daily tansportalion allowance equivalent to first class taxi,
i such amoumet 10 b oreed upen by the parties, or a service vehicle al the option
of manufactures, i, authorized desler or retailer. Any disagresnent on
this matter shal! L v oot I the implermnenting agency provided for under this
Act.

Nl Tomvedn sladl be comstrued to limit or impair the rights and
remedies of & conermer wder aee iher [aiw,

SEC. 8. Remeddics Toa DHspute Resolution.—The DT shall exercise exclusive
and original juicdictiog weer fsples arising from the provisions of this Act. Al
disputes arising P the provisions of this Act ghall he settled by the DTL in
accordance with o Tl i diapute reacetion mechanisms:

8.1 plodiatiomn

C{ay Tl prine male of negatiation, conciliation, and mediation lowards
ammicatle settlemetn benween the manufacturer or distibwwcr and
rraprstpies shall e Areetly nhserved:

(B I e e ef il Jisplite resolution efforts, the DT] shali endeavoer
b ancdepend-mtk cablish the validity of the consumer’s outstanding
pomplane Fhe DT <hall likewise retain the services of other
POy eriment ﬂ_l-":'t"HC'i-t“i of [I}l‘lf:]‘_lf!ﬂdﬁ‘l‘lt private entities in the
ecorainpant of the validily of The consumer’s complaint. Any cost
fncurre] in ~<tahliching the validity of the consumer’s complaint
Syt B bnrne Jointly by the consumer and the dealer-manvfacturer.

(o) The complaim Eall be deerned valid if #t is independently
arablichied] that the vehicle does not conform to the stadards or
sperilbntioms et e the many factsrer. '

fedy Thpone Tailure ol the negotintion or mediation behween the

manthesurer o distibuter and consumer, the parties shall execute a
een i e attestinge o such failure.

TG T T




I Ball b Al goenaesilbding s f the Jenler to, make the same disclasore in
weitie, in ben, 3 the nesd purchaser prior 1o gale. A delaer’s
pespuonvib i ooz e ~eliosny shall cease upon the sate of the affected

RTS) TRC RO S PR P PN L T LR L TR [T etie

SEC 10. Penalty.- Tl s b furer, Jintribotor or dealer adjudged to have violated the
pravisions requiring (sl o aeatiard in the preceding section shall be liahle to
pay a minimum emoue! i Ul ine red thensand pesos (P100,000.00) as damapge: to the
aggneved party ittt preindiee 0 1 civil or criminal liability they andfor the

responsible officer maw sy SITR RUSELFINIEIITRHA LR

SEC. 11. Assistance by (Nber Agem ies The Department of Transportation and
Communications and ollier agencies. petitical sebdivisions, local government units,
including government-nwned and-ganiv Wied corporations, shall render such assistance as
required by the DTl o crddin te < fFetiv el Baplernent the provisions of this Act.

SEC. 11, Implementing Wahs and Regulations — The Department of Trede and
Industry shall promnlgnie thu messere Hoplemending roles and regulations withi ninety

1997 days from (he effectis it of ez Ao

SEC. 13. Separability Clanwe.- [l E=v any reason, any part of provision of this
Act is declared invalill snch devlamation shall not affect the other provisions of
this Act.

SEC. 14, Repealing lasse . Al evyres, rules or reguiations or parts thereof,
which are inconsisiz=nt with e e ewns A this Act, are hereby decmed repealed,
amended or modifiul el

SEC 15. Effectivity, 1hi- oi sl mke oATect fificen (15) days after its publ izalion in
the Official Gazetle ov in fwe nagienal pewspapers of general circulation.

Appro ved.
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HOUSE OF REPRESENTATIVES

House Bill No. 392

Introduced by Represen lacve Susan A Yap

EXPLANATORY NOTE

Coosumet welfare i 3 PriLy Comcern in CODMETte, 45 protection of the consurming
pubilic ralses qu:a]jr}r standards oof [_:mducts and services, narurally bansney: the economm.

There ate few properues thar are a5 wmpoTans, Lot symbolically and in pracrcal
application, as 3 mMOKCT wehirle. Far an averape fmily, the purchase of such requires large
savinps made prssible by blood, sweat and rears exhausied n one’s ooeupation.

Needless to sy, there must be a cenn leved of guaragwee 1n the vehicle's wvesnent.
The warrauties available for vehicles do nar allow the rewrn aof a defectve vehwe wirh
reourting problems, but only continued repairs, that is, until the warranty penod expires.
Burers are at risk of Leing lefr with a hunk of junk, or a “lemon,” while car manufaciuzees
and dealers find business clsewhere, pethaps flom anoiher urwilhng viclit.

hianr 1ilipinos have been victimized I false wammanues znd thét canict tesert o legal
remedies berause of rhe absence of a law addressuyy ther concerns. Thiz bill seeks o
paoImote full protecton o the rghts of cnosumess the zale of mulct velucles aginse sales
and made pracnces which are deceptve, worar, o1 otherwise mimical 10 consumers and the
public interest. Tt recognizes whac a moto: rehicle Is & m=ur coasamer investmend, defines
the dyghts af the buyer and imposes penalues for Tulaoons thereof,

The bill proposes a one (13 vear penod wilch buyers of hrand-new wehacles can
avat of the provisions of this “Lemon Law " whaely allows vg o fraae repairs on the same
deiect before s replaceinent ar refund e thie velicle can be cliimed. g consumer happens
o buy & defective car O any ather produce, be or she s enuitded to get his or her mones
back, oir 0o ac least get o prompt replacement, therey cnsunng it car buyers get full value
fot their tnoney-

This bilt bas been theeoughly deliberared dunop the 1ich ard 1-heh Cooapress, and 5o

my fervent hope that we manage w fizaliv enac: this proposal mio law.

SUISAN 1

Fepresentante, 2™ Insrnicl af Tarlac
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FIFTEEWNTH CONGRESS ]
OF THE REPURLIC OF THE PHIVIPFPINES }

Frar Begilar Seivies }
HOUSE OF REPRESENTATIVES

House Hill ™o, 352

Inuoduced by Hepreseniative A Yap

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

Br o ereted iy the Tenare and Hoaww of Reprsnlin-ds et StRai e e Clnmgeeis diTepapsicet:

SECTIOMN 1. Sfrorr Frife, This Al abal B ki 26 rie CLeomean Law of 200007

SEC. T, Declacation of Polics. - 111 nercby declared e policy of rhe Slate 19 pracoote
full proleconn Lo che raghits af consnmess i The =i of mudol vrhioles ayainst safes and rreds
araiilces whuzh sre deceprive. vofain or comesatie atnieai sooshe crorsumess and TR st
mteirst. Lhe Stale recogmizes tlhar a Snel velullr is on mEQF CINLEGmWT PUIUimEs 05
pyvesrment The consumer Oghts shoald fus: e dlearly delined includiys the means cos

rediress For viciations theraot,

SR, 3 Definition of Tegms. - Fou numose: nl s Ace she fulimesny tecms srakl

nmean:

2 “Brend new mioroT veRicie” porers 5 vehacle canarrucied cnoren om oes pares
cnst Las oever heen sold oo remsersd wails the Departmend of Trausposracsn @i
{omupamcations (130T of an appIobEare afenoy s authonir, and aperseed an the hippwar

of 1he Philippies, ov in @ fnrelym st oL 2ons,

(o Eollate ral cle ges” peiers o the foes parg 10 1in Land Trussnecraziuvn (37fae L ECY
L L : |

‘or dhe repstzation of 2 braad new mozor velucie and other medearal expenses, incudiag the
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ns- 6 sUrANGe PEITLning 10 Che s veh. i

i *Comparable malor etecle” tefer- o # meoler velucks fhat s iwleatical or toasorabiy
ceapvalens to che mnTor wrnele e by peplaced, g GErmE of specificaiiens AT CSiles SUDECT I
gvailabslrr, 2w the motor vebuele exsted ar the nme of purchise: Dravrded, That thece shal: be

an nifset Dom onis value for reasonabile 2llom ance fo T8 LAl

id, " Consumer™ refers 1Gan, pesdt. carusal o fepdical who isoa purchaser, sithes b

cack or ciedit, of a Lrand new motcr vl

icy "Dicaler™ oz “Seller” refers 1o an: pemoa atier thag o masniacioect who sclks motcr

vehicker Lo The punlic,

oI “(lerermunarien  of reisonabie allomance tur use’™, [or purpnses af thes Act,
cpsspnable alowance for use™ shall mean cwenty peECLER (200 per anpen deduction from
1l:e purchase prize, ot the producs o she detance liaveled Jn kidomerers and the purchaze

prce dimded or one Fundred theusand (P10G G000 whichever 1 ighee.

NN ~Dnsintbusns” cefers ©oosos DEraan ST EnAw oaber 1hea pomanatactues who selis

Loond new morer velacles & cheiz duls soshocesd dealoss oz retailers.

‘b “Implsmenting ageacs’ reters o the Depamens of Trade and Tnduscry (0 LT

[

s Slemr Law aurhs peciod™ fefy:s f.- i peland ending mwelve A2 manth: aorer LhE
date of tie orginal delivery of s lnand aew mato: velicle 14 o consunier 7 fhe fzst TEsnn

thousand (20,000 klomerers uf npersuan diree such gelivery, whichewer Some: firse. [hiss

gl e the pesiod during which che conssmer oni sEPnTh adl o canfuzinitg, ae defoed
paragraph (k) herem, 10 e srndard: e smefineasans ol the wanwiaciuer, distnbavios,

auchorees deuler or eoratler, and pilsue &07 AZ00 proaded fur wnder o AcL

a: hlano faciurer™ cefers 40 A peIzon BAFAETAIP. Ereafidliul, COTOlanon a7 ohidt
H ! 1 1

ergaped i0 e husipess of magutazicgets oo asseihigg Mo vemeles, or ool drmbeirg
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ot vehickes e motor veiucle Aeale::

ik: “Mornr vehicle” reiers 19 am seir-mponelied fonr o 1) wheeled raad velirle desimed
f CHTIT PIEESCAEELE including, Gut net bBoored oo sedans, Rrpes, sTaton Wagong, convecuble:.
PUCFUpE, TALE, SRAT unluy vehicles MUV ond Aviae iy veliches LALME] Lan oocepig
wotorercles, delivery rrucks, dump Trocks Ditesd roaed 1ollers, waolluw caas, streel Sweepe:ss,
sprinklers, lawn nowees and heasmy eppipment aucl as. Dot nes lmiced 1o, bulidoge:s,
;aj'lcmd;‘:rF, praders, forkilts, amphiman uetcks . cranes and velneles which rn ool an rads o
acks, and tractnrs, wakecs and Lastion enpoes of z1lkinds caed exolusively fuz agnculiaes:
pnposes. Teailers having any numbes n: wheeks, when sropeiled o inteoded by azachmen: 1o

s matne vehicle, shall be chassified as separars @omns s ghrcle with no power g

J; “Non-conformity” refees 10 ary Jeres: oo condinen rhat sulwmannially impazes the ese.
vame o1 safery of a brand aew motor vebirie winch peevents 1 fiom confarmmyg 1o rhe
manntaciprers oL distribueor’s tmndards oo spenficanans, wluch cannar be wepared. DOt
excludine conditions resslung from aonzompiane By the tonsume af his abhzanon: uades

i warzanmy, modillcanons oot awlonred oy the manolaccarer o dissmburor. alraae ar

acplect, and datnage due o aocidanl on fens w2

b tPurehase prise” cefors te the rarwire o0 o Ve smiunl ot money whiedr D08
Gealer oo teraile: acrually recelved Foar the brand nes mormr eehicie, in conssderanion of the

sale af such heaud e motor vehicle

fat “Warcnon™ relers Ve wWTLLLGr mesaifaiicn, o6 laleled of fe maztalasmires ol &
Liand nes motcr vencle incduding ans rerm of coudinau precedent 1o che snfarcemest o

asiiganons under rhe warrauly

o “Warranty nghts peruod” refeey te e pemod prevded ler under the wuaiad ar =Aie
witen the manuluemrer wonld guaraaize the mateasks veed, wockmanshsp and rondwarTniness

o o hrand new motor velicke for ordmiary wee oL ressonabile mrended puposes.



SEC. 4. Ceverage. - This Aczc shel oove: mrand nesw molor velicles with non-
L5

coCiotmiry repored by the consumes wilun mweiTe < menrhs Iram the dare arf oLl
' T b )

gelmeery 1o AhE Consouner QU orweaT thonahme. o oranln Lifomerszs nl uperstior arlzs SULi

delivery, whichewror comes firs, The falinwnz cases ol non aendaomty shall be cxcludec:

‘al Moncompiance hy the conswmer af e abipauons under che warvanty;

i) Modifeapons uor autborzeed by rhe manziaouoe) or dinrmhurrre

() Atmse or neplect of the brand new motor veiocle: and

oy Damage 10 the vebucle dug po @t Fesldasin uT o cwor el

SEC. 5. Rapair Atfeanpts. - At anr ool wriun the 1eman Law nghts peood and afrss
11 jemst [our (4] SCpuTATe TEDAIC ATTEIION Gy the same deales manufacturer foso he zatne

cpmplainl, the conaumer, if srilt unsaristizd i tar spantre of rne osakd epales, oy ke iz

righls woder thas AcL

270, 4. Novice of Availmenr af e Lemon Lan Kighis, Belore availing of o=
cemedr onder 1his Al aud sihyscr ns comoannzz Wik e presvisiaus of Secunn 5 Lo e
consumer shall, i wokng, rorty the 105G [ TaTel . calr i ilmres, antharized dealer wr 1ermier a7
ihe unreschved ‘complsint wad e comspmmess MIEATON L0 Uy oRe Lis rights noder ths A5

wr-hin rhe Lemun Law cuies peraod.

The warranne lookizl izrued b rhe pianuiacturen, dustiibuoreor, authonzed dealer as
repiles shall eleardy seate 1le respoRsbiNey ol e (oRSUIeT pnare tlis section. Tt shatl b e
praTide the manner and, fopm ol Sl BRI covmmtimnee 1 valad and legal nedice i rhe

rrasufaczuier, disroboror, anrtanzed deaier oo rosier

CEi. - Avaffmenr of the Lemar faw Rigfis - Snbzeanent o the filng of the noncs
of @y mlmene relerred room the praceding seonad the cansueer chall hrirge the vemcle oot

deales trom which the welurle was ssarciese.l fos o fal aempd Lo acdress the con=obnss s
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corinlaazs 1o bes sutisfacuon

Iz shall pe ehe durr of the maculicmres, aklzbang acthanzed deale: or resclez, omon
trcepl of the mornr vehicle and he ouotice nt nun.conformil tequired onder Secnon ©
hereof To atlens ro the comglunrs by conamer msloding, a< mav 2 MOoCSALTY, IR

:he 1opaurs and undermakiy sigh actons g Miage The velici concoon o rhe standdeds or

sneciticarions of the masaufacmrer or disTnbuion foT such yehicle.

it oease thie CoOMsumer omany unsamsies Wb rae deil remaou Gorare s etlozts o ropa
the veLicle, pursuanc to the consumer™s avadueent of iz Lemess Law nghis, the consamer ma
fie = complant before e TYTT as provided [ undes s Aot Prowignd, howeve, Thar ¢ the
vehicle is por rewsened foc reparr based on tos satne complaion watno thirey (%Y, calenda: daz-
fram the dare of gotce ul release of thie mzar velusle o the condumer Collesaing this replir
zrtempr within she Lemon Law righrs nerind, the tepan bs deemed snreessfuls Powvdss, Ooaly.
That in rhe event the consumer still reemarns susatished afec the charty 300 davs penod bus
mli within che Lemon Law fights peanisd, she cotsames ma. e allowed 20 aval a7 e sune

temedies unoer Secnipas b oand 6 hereck

Ti compenssle for the aon-nseye o the vemcle while under repaic aad Juring ths

sennzn o avallmend wi the derora Taw o« sae censwner shel!l e prevalsd s oszasenaine

daile transpocranin allewance, an amaoun: Wi covers the ranspotlation ot ros LGRI0mes
frums iz o ler resulence 1o s o ber regulsr warkplace and e eeric, BCIVAIZCL Lo Sl
rondidoned T [Are BT i suChl AMmaus o be 2 meed apan I the parmes, oz 2 seroce velicie
az the opdon of e nanubartuier. durnbict o, svtheseed dualer o teinler. b Jissgreeres:

oo this 1wtrer shall be resalved by rhe implernenamy apency provided far unter Lthiz Acr

Nothme herein shall he canstraed o fmn or impatr che ziphes and remedics ot s

prnsames wader any arther law

SEC. B Nemedries for Dispute Reseluoon The DT shall CRETUISE SECLAve d00
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mmpma; jumisdicrun over dispotes afisng 0w e mrovazons of iz Aee Al dispuses ATIEINE
feamn the provisions ol dus Acr shall be sevied e T I arcordance witle the falinwng

giermire -esoluiinn mecharasms:

iy Medianom

1] The princples ob aegarans. comcliation aad meawnion leaards amaaine
sertlemene berween (the manufacrure: s Joarmitarg: and e eaesuenct shall be ST

ahsen-ed;

{1 o the coorse of s dwsnure resolanen eliars, <he T'T1 shall endcavor .
mdependeadr sxablish the walidi o the consomes’s polslanding complaint. The DIT anmal:
ikrmse reram the sorvices of other povemmen: archoes UL indepeudent private enries . the
szpartmmment of the validity of the cansumess complam: Aoy cost incarred iy establshung

the validicy of the consutuer’s complart St e swrne oinly 5T the coasuemer sud the deales.

manafacturel:

30 The cnmptainr siall he decinen w1 0 1z ndependently esrahlished thar tre

vencie does gor coualoom e stondands o0 s DTS G b thie sranolaciorer,

i) Upan faiture of the negotanan o mednen Pebtwesn the manafacmirer -

dismbuzor aod (he consumer, the pacoes 5T parriTe @ ceinificare allesting to such fatlure.

ans

(31 % any hme dunng e dizpome resolomen petiod, the manofacruzes of

fratdburnr and the consumer shall e encanraged ooseile arracahly.

A1 dssnaes that have been sohmaited ror e fianon clnall e seithed nor lucer theo fort

fve (4% working days from the date of g o7 the cenplant with the UL

i abarrnen
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‘v In e event thesz b oa Glhune o seltie e complong duzing the medmanen

[

procesdings, the parties may voluatipis enszcoals abitranan provesdings, likewise 0 be

supenvased hy the [¥I1. The L¥LT shali reix e clie independent findines as 1o cantarmim o

eandards and soecleations csmlieied by

23 In case  non-coaformun of the verisie 1 fouad by the BT 0 shall zule @ favae or

the consumer and divect the dealer manwfacrures Lo prant cirher oi the [otlowing 1emadies o

1hE COOsSUTRED

i Replace the wnotnr vehwle with = simadar o comparhie moluz vehicle in terms o

spreifications and walues, subpect o avmilsimba: oo

i1 Aceept the rerurn of the moror @z elc and pov rhe cesoner the purchase noze plos

crilatezal charges

lo case the coonsuwmer decsdes 1o puizbase anmhber vehicie with o higher value zac

spertfInannn: frorg the same draler mars-aciuees, the consames shall Tt ae diffcience o

1
o
)
-

In hoth vazes of replacement and repurchzsc. sne reasonable allowance for s se
defmed 1 this Acy, shall e aeducied in desermmng e valos al the pon-con e 2 i,

and

(3 In ease 2 nou-vonformr af the szl 15 Rt roend b e [FUL Dosial’ rofe s pavaor
at e dewisr manuticiorer ard Sirecs e oostianser 10 reimborse Lie dealer mnanctacrarer ibe

coste menrred b the lattel in validaonty e consamer’s compiuints.

SEC. O, Fretemnination of Reasamable AMowance for Dse. — Foo puipaoses ot th: et

—rrascmalile wllownnce Toar wse™ slwal’ men:: DWELDY pRCICLTL |:..-'!”"'||:I e Anareti deductior sram

rne purchase price, oc the producr af e distance oravelod an kulnmelers annd the ooare

price divided by one hundred thorsand Loefd  winrhever is gher
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SeC 10 Drsclosure an Resale  Stowvie Lhe —prprped rohicte he marde availalles fns

con e v, lemse e transter, disclose oo P

rezale, Lthe manutacrarer or Gisrnlutaz 20al. d

deales 1o nritng thao

ra: thie macar vebsele was teroraed 1o the manuiaenirer, AIETRbUlnT, oo u branch,

iy rhe narure af 1he munocanloumi it faused e e anid

ic) the vondidon af the marac vehicle az the nme af the eansles o the deslel

1: shall be the responsabilin of rhe Juaie: Lo ke 196 samme disclosure m s hueg, T,
1o lie mest purchaser priar to sale. Tne zesponaimlie ol ibe Aenicr noder the: secnon il

vease upan e wabe 0f che affecred motor wehicie to the fivst purclaser.

GEC. 11, Pemafre. The manuficrazss Cierriliatar ap desler adjudged o Gave yilazed
sk provisons Tequinmng Jisclosure a3 meadaned N the preceding secnio shals be Hakis o pa~
o minmenum amount of One bundred thovsand pzsos {Php 116 DONLEY a5 damages to the
nggrieved party sachout prejndice roowar covdd o cuimenal Lahiliee they and/ue the responaiilg

ATILCET Y LU nnder exisuny laws.

SREC. 172, Assistance by {eher Agencies.  The TV and wther awenoies, pal:

cubdrrsions and  local wovernuoont unlT= mzluding sovessuent-owned anpd  -cuarrodsd

cerparatons, shall render sucly a6 2 regwrsd by the D7D e araen e ellesnves

imagpslemnzn: the spvisions nd this Acr

ST 13 Implemensing Rules and Repwlationy. - Tae DT shell promalzste o
fecessaly TuplemEnny priles apel zegtiaieans wilim minere (000 duve trom the efivoavil i

tlis Avt

SF(. 14, Separabilisy Clause. Fi. foer 2y FERFGM. AL DA GU [rowisinn of dis Aol s

derlared invalid, such decliponn shalo aos 2fiers s anher pionsons af s el
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SEC. 15 Repealing Clausc. - A5 i s, Jeteres, gxrputva onders. slalees, ruies o
repulsbens oo parls thereni whiclh are oozl sren: wilh TnE LOIRILDY oof this At are heeebs

deemed repeated, amended o1 modified aconsdingls

LEC, 1o, Ifecthiny This Acl shaii take ziles: Dieen (137 clavs afier i publicarian ia

ne OffFeiaf Grazeree, or in rwo (2 nauona. fevsnapers of penezal occukanon,

Apps oyved,

i
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FIFTEENTH CGNGRESS & * s
First Regular Session :_} g;:ﬂ ﬂtﬂlvﬁg ‘7';5

RIS QJM’L_. w

HOUSE OF REPRESENTATI\?ES h' #ﬁt

House BiitNo. _1866 \

introduced by REP. MARK A VILLAR

EXPLANATORY NOTE

Given the fast-paced nature of our times, owning a moetor vehicle now is not
considered a lwmry but more of a necessity to cope with our everyday dules and
responsibilities. Complying with this necessity, however, doES not come cheap.
Owning a motor vehicle is a big investment and could take a substanlial chunk of one's
savings. For some unfortunate buyears, an investment in this endeavor has become for
naught after they acquired a “lemon”™ or thase thal fail to meet the standards of quality
and performance; they continue with the burden of retaining the "lemon” and paying the
axpansive cost thereof, without equitable redress for their unlucky fate.

it is one of the guarantees of the State under our Constibution to protect
consumers from frade maipractices and from substandard preducts (Secfion 9, Arficie
XVi 1987 Phifippine Constitution). In support of this State guarantee, | belbeve it
appropriate to recommend the adopfion into law of the atlached bill that would give
ample proiection o buyers of molor vehides, parlicularly those that are “lemon”™

The historical antecedents of the lemon law originated in the Linited States. [t was
erafted primarily to retum to the consumer the full value of his money. Among others, it
provides that if @ manufacturer or its authorized dealer cannot successfully repair a
defective product within a reasonable number of repair attempts, the manufacturer must
either promptly replace or repurchase the product. In sum, the measure provides for
legal remedies o buyers who face the #l fate of lemon automobiles ending up in their
nands.

The attached bill sesks to adopt the Philippine version of the US lemon jaw, with
provisions appropriate {c our country’s setting.

in view of the foregoing, | reflerate my recormnmendation for the approval of this

MARK A VILLAR
Represaniative, Lone D:sirln‘ of Las Fifias Gily

biil



CONGRESS OF THE PHILIPPINES
FHIFTEENTH CONGRESS
First Reguiar Session

HOUSE OF REPRESENTATIVES

introduced by REP. MARK A. VILLAR

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

Be it enacted by the Senate and House of Representatives of fhe Phifiopines in
Congress assembled:

SECTION 1. Shorf Title. — This Act shall be know as the ‘Philippine Lemon
Law of 2010.7

SEC. 2. Declaration of Pofcy. — Itis hereby declared the policy of the Stata
to promote full protection to the nghts of consumers in the sale of motor wvahicles
against sales and trade practices which are decaptive, unfair or otherwise inimical to
the consumers and the public intarest. The State recognizes that a motor vehicle is a
M&Yor consumer purchase or investment. The consumer fights should thus be clearly
defined including th.a means for redress for viclations theraof.

SEC. 3. Definition of Terms. — For purposes of this Act, the following terms
shall mean:

{a) “Brand new motor vehicle” refers fo a vehicls canstructed entirety from
new parts that has never been sold or registargd with the Deparitrpent
of Transportation and Communications (DOTC) or an approprata



{b)

(c)

(d)

(e}

()

(@

{h}

agency ar authority and operated on the highway of the Philippines, or
in a foreign state or counfry,

“Collateral charges™ refers to the fees paid to the Land Transportation
Office (LTO) for the registration of a brand new motor vehicie and other
incidental expenses, including the cost of insurance pertaining to the
said vehicle;

“Ciomparable motor vehicle” refers to a motor vehicle that is identical or
reasonably equivatent to the motor venicle to be replaced, in terms of
specifications and values subject o availability, as the moior vehicie

~ existed at the time of purchase: Provided, That there shall be an offset

from this value for reasonable allowance forf its use;

“«Consumer” refers to any person, natural or juridical, who is a
purchaser, either by cash or credit, of a brand new motor vehicle;

“Deaier”; of “Seller” refers to any person other than a manufacturer who
salls motor vehicles to the public;

“Reasonable allowance for use®, for purposes of this Act, shali mean

" twenty percant (20%} per annum deduction from the purchase price, or
_the product of the distance traveled in kilometers and the purchase

prica divided by one hundred thousand (100,000), whichever is higher,

“Digtributor” refers to any person or entity other than manufachurer who
solls brand new motor vehicles to their duly authorized dealars or

retailars;

“mplamenting agency” refers to the Department of Trade and Industry
(DT,

4 smmon Law rights period” refers io the pericd ending twelve (12}
months after the date of the criginal delivery of brand new motor
vehicie to a consumer or the first twenty thousand {20,000} kilcmeters

2
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(k)
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af operation afler such delivery, whichever comes first. This shall be

the penod during which the consumer can report any non-conforty,

as defined in paragraph (k) herein, to the standards and specifications
of the manufacturer, distdbutor, authorized dealer or ratailer, and
pursue any right provided for under this Act; '

"Manufacturer” refers to a person, partnership, association, cofporation
or entity engaged in the busmess of manufacturing or assembling
motor vehicles, or of distibuting motor vehicles to motor vehicie
dealers;

“Motor vehicle® refers to any seil-propelled four {(4)whesied road
vehicie designed to cany passengers including, but not limited io,
sedans, coupes, station wagons, convertibles, pickups, vans, sport
utility vehicles (SUVs) and Asian utility vehicles (AUVS) but excepting
motorcycles, delivery tnicks, dump trucks, buses, road rollers, froliey
cars, stroet sweepers, sprinklars, lawn mowers and heavy equipment.
such as, but not limited to, bulldozers, payloaders, graders, foridifts,
amphibian trucks, crapas and vehicles which run only on rails or tracks,
and tractors, trailers and traction engines of all kinds used exchisively
for agriculturaf purposes. Trailers having any number of wheels. when
propelled or intended by attachment to a motor vehicle, shall be
classified as-separate motor vehicle with no power rating:

“Non-conformity” refers to any defect or condition that substartially
impairs the use, value or safety of a brand new molor vehicle which
prevents it from conforming to the manufacturers or distributor's
standards or specifications, which cannot be repaired, but excluding

-conditions resulting from noncomphance by the consumer of his

abligations under the warranty, modifications not authorized by the
manufacturer or distributor, abuse or neglect, and damage due fo
accident or fvee majoure,



{m}

{m

{0)

“Purchase price” mrs to the invoice price or the amount of mnoney
which the dealer ur retailer actually recsived for the brand new motor
vehicle, in consideration of the sate of such brand new motor vehicle:

"Wamanty” refers fo the written assurance, s0 labeled, of the

“manufaciurer of a brand new motor vehicle, including any term or

condition precedent to the enforcement of obligations under the
warranty;

" “Warranty rights period” refers to the -paﬁnd provided for under. the

contract of sale when the manufacturer would quarantee the ‘materials
Lged, wnriqnanshlp and roadworthiness of a brand new rnutnr vitticle
for ordinary use or reasonabie intended purposes.

SEC. 4. Coverage. - T his Act shall cover brand new motor vehicies with non-
corformity reported by the consumer within twelve (12} months from the date of
original delivery to the consumer or twenty thousand (20,000} kilometars of operation
after such delivery, whichever comes first The following causes of nen-conformity
shall be excluded:

(&)
(b}
(c}
(c)

Non-compliance by the consumer of his obligations under the warranty:
Modifications not acthorized by the manufacturer or distributor;

Abuse or neglect of the brand new motor vehicia; and

Damage to the vehicle due o an accident or force majeure.

SEC. 5. Repair Atempts. - At any ime within the Lemon Law rights period
and after st least four (4) separate repair attempts by the same dealer manufacturar
for the same complaint, the consumer, if stil unsatisfied with the results of the said
repairs, may invoke his n'ghts under this Act

SEC. 6. Notice of Availment of the Lemon Law Rights. — Before avaifing of

any remedy under this Act and subject to compliance with the provisions of Section 5
hereof, the consumer shall, in writing, rotify the manufacturer, distributor, authcrized



deaier or retailer of the unresolved complaint and the consumer's intention to invoke
his rights undar 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 iikewise provide the manner and form of such notice i constitute a
valid and legal notice to the mamsfaciurer, cﬁshhutur. authorized dealer or retaiker.

SEG. 7. Availment of the Lemon Law Rights. — Subsequent to the filing of
the notice of availment referred to in the preceding section, the consumer shald oring
the vehicle to the dealer from which the vebvicle was purchased for a final attempt 1o
address the consumer's complaints to his satisfaction,

It shall be the duly of the manufacturer, distributor, authorized dealer or
retailar, upon receipt of the motor vehicle and the notice of non-conformity required
under Section & hereof, to attend to the complaints of the consumer including. as
may De necessary, making the repairs and undertaking such actions to make the
vehicle conform to the standards or specifications of the manufacturer or dlsmbutor
for such vehicle.

In case the consumer remains unsatisfied with the dealer manufacurer's
efforts to rapair the vehicla, pursuant to the consumer's availment of his Laman Law
rigm.é., the consumer may file a complamt before the DT| as provided for under this
At Provided, however, That if the vehicle is not returned for repair based on the
samea complaint within thirty (30} calendar days from the date of notice of relaase of
the motor vehicle {o the consumer following this repair attempt within the Lemen Law
rights pericd, the repair is deemed successful: Provided, finally, That, in the avent
the consumer still remains unsatisfied after the thirty (30) days period but s within
the Lemon Law rights period, the consumer may be allowed to avail of the same
remedias under Sections 5 and 6 hareof.

To compensate for the non-usage of the vehicle while under repair and during
the pared of availment of the Lemon Law rights, the consumer shall be provided a
reasonable daily fransportation ﬂqwance. an. amount which covers the



transportation of the conswmer from his or ber residence o his or her reqular
workplace and vice versa, equivalant to air-conditioned taxi fare c-r: in such amount to
be agreed upon by the parties, or a service vehicle at the option of the manufacturer,
distributer, authorized dealer or retailer. Any disagreement on this matter shall be
rezolyad by the implementing agency provided for under this Act,

Nothing herein shail be construed to Emit or impair the rights and remeadies of
a consumer under any other law.

SEC. 8. Remedies for Dispute Resolution. — The DTI shall exercise exclusive
and original jurisdicion over disputes arising from the provisionz of this Act ARl
disputes arising from the provisions of this Act shall be setled by the DT in
accordance with the fellowing dispute resoiution mechanisms:

(A} Mediation

{1y The principles of negoBiation, conciliation and mediation towards
amicable setlement between the mamufacturer or distibutor and the
consumer shall be strictly observed:

(2} Inthe course of its dispute resolution efferts, the DTI shall endeavor to
independently estabish the vakdity of the consumers outstanding
complaint. The DTl shalt likewise refain the sarvices of othar
government agences or independent private entiies in the
ascertainment of the validity of the consumer's complaint. Ary cost
incurred in establishing the validity of the consumer’s complaint shail

be borne jointly by the consumer and the dealer manufacturer:

(3 The compiaint shall ha deemed vald if it is independently established
that the vehicle does not conform fo the standards or spacifications set
by the manufacturer; '



(B}

(4)

{3

Upon failure of the negotiation or mediation between the manufacturer
or distributor and the consumer, tha parties shali execite a certificate
attesting to such faiure; and

At any time durihg the dispute resolution period, the manufactuer or
distributor and the consumer shall be ancouraged to settla amicably.
All disputes that have been submitted for mediation shail be setted not

later than forty-five {45) working days from the date of fiing of the

compiaint with the DT1.

Artitration

(1)

@

In the event there is a falure to setie the complaint during the
mediation proceedings, the parties may voluntarily anter intc aroitration
proceedings, likewise to be supervised by the DTI. The D11 shall rely
on the independent findings as to conformity fo standards and
spacifications astablished harein;

In case a nonconformity of the vehicle is found by the DTI, it shall rule
in favor of tha consumer and direct the dealer-manufacturer o grant
either of tha followmg remedies o the consumer:

()] Replace the motor vehicle with a similar or comparable mator
“vehicle in terms of specifications and values, subject io
availability; or )
(ii) | Accept the retum of the motor vehicle and pay the consumer the
purchasa price plus collateral charges.

In case the consumer decides tg purchase another vehicle with
a higher value and specifications from the same dealer-manufacturer,
the consumer shall pay the difference in cost



In both cases of replacemeant and repurchase, the reasonable
aflcwwance for use, as defined in this Act shall be deducted in
determining the value of the non-conforming vehicle.

{3) Incase a nonconformity of the vehicle is not found by the DT, it shall
ule in favor of the dealer-manufacturer and direct the consumer to
reimburse the dealer-manufacturer the costs incurred by the iatter in
validating the consumer's complaints. |

SEC. 9. Defermination of Reasonable Alowance for Use. — For purposes of
this Act, “reasonable allowance for use” shall mean twenty percent (20%) per annum
deduction from the purchase price, or the product of the distance raveled in
kilometers and the purchase price divided by one hundred thousand (100,000),
whichever is higher.

SEC. 10. Disclosure on Resale. ~ Should the retumed vehicle be made
available for rosale, the manufacturer or distributor shall, prior to sale, iease or
transfer, disclose to the dealer in writing that

{a) The motor vehicle was retumed ta the manufacturer, dish’ibs:ltur, factory
or branch; - '

(b}  The nature of the non-conformity which caused the retumn: and

{ty The candition of the motor vehicle at thie time of the transfer to the
dealer.

It shall be the rasponsibility of the dealer to make the same disclosure in
writing, in dum, io the next purchaser prior to saie. The responsibility of the doaler
under this section shall caase upon the sala of the affected motor vehicle
to the first purchaser.

SEC. 11. Penally. — The manufacturer, distributor or dealer adjudged to have
violated the provisions requiring disciosure as mentioned in the preceding section
shall be liable to pay a minimum amount of One hundred thousand pesos



{Php100,000.00) as damages 1o the aggrieved party without prejudice to _any civil or
criminal liability they and/or the responsible officer may incur under existing laws.

SEC. 12. Assistance by Other Agencies. — The DOTC and other agendies,
political subdivisions and focal government units, including government-owned and -
controlled corporations, shall render such assistance as required by the DT in order
to effectivaly implement the provisions of this Act. -

SEC. 13. Implementing Rules and Reguations. — The DTI shall promulgate
the necassary implementing niles and regulabions withm ninety (90) days from the
affectivity of this Act '

SEC. 14 Separabiity Clause. — f, for anﬁ reason, any part or provision of
this Act is declared invalid, such daclaration shell not affect the other provisions of
this Act. '

SEC. 15. Repealing Clause. — Al laws, decreas, execulive orders,
Issuances, rules or regulations or paits thersnf which are inﬂdnsistent with the
provisions of this Act are hereby deamed repeaied, amended or modified
accordingly.

SEC. 18. Effechivily. — This Act shall take effect fifteen (15} days after its
publication in the Official Gazetfe or in two (2) national newspapers of general

circulation.

Approved,
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"~ 'FIFTEENTH CONGRESS
First Regular Session

HOUSF, RILL NO. 3495

Inteaduced iy Rep. WMMJL&W

EXPFLANATORY NOTE

Protecting the interests of the consumers is paramount in the secial and economic
activities of the country. It is the policy of the State to protect the interests of the consumer, promote

his general welfare and 1o establish standards of conduct for business and industry.

Section 9, Article XVT of the constittion provides that the state shall profect consumers
from trade malpractices and from substandard or hazardous products. For these reasons. the
government enacted consumer pratection law (RA 7394) as means to protect consumers against

malpractices such as substandard goads and unsatisfactorny services.

Among the many industrics and services, consumers in the motor vehicle sectar needs to
be protected amainst hidden defe::m deﬁ:ctwc an:l substandard vehicles While we do have RA T304
which makes the Departrnent of Trade and Industry (DTT) as primary government regulatory agency
n charge for the motor vehicles trade and mdustry, there is a need to enact 2 law which will give
fwll protection to the rights of consumers in the sale for motor vehicles against sales and trade

practices which are deceptive, unfair, or otherwise inimical to consumers and the public interest.

- —-In ather countries @5 m the Unired States, the law is called Lemon Law that provide a
remedy for purchasers ol cars in order to compensate for cars that repeatedly fail to meet standards
of quality and performance. These cars are calted lemons which is the slang sense of "worthless
thing". Over ime, 'lemon’ came to refer n anvthing that was defective or broken or which hreaks

constantly, particularly a car. Hence, a motar vehicle is considered a lemon if it is unfit, unrelizble,

or unsafe for ordmary use.

There is no lemon law yet enacted in the Philippines. Althnugh several attemnpts had

made in the previous congresses, due to time constraints, all bills filed in relation to lemon motor

vehicles were not enacted. Fence, the attached bill is necessary and very timely.
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The bill in the hindsight provides protection to buyers to new motor vehicles. TF 4 new

vehicle ums out 1oy he defective-and -has not been properly repaired after a reasonable number of

attermpts, lhe law n::qulres & refund or replanement vehicle.

Only a small percentage of new vehicles will be declared lemons. Mowever, alt new
vehicle buyers will benefit from this law. The mamufacturer and the dealer now have & stronger

- emncrm:c mcennve 1o deliver th:: vehmle free from defects, and il problems develop, to correct

them quickly and accurately

It is the intent of the proposed bill that a good faith motor vehicle warranty complaint by
a consumer be resalved by the manufacturer within 4 specified pericd of ume. It is further the intent
of the bill to provide the statutory procedures wherebhy a consumer may receive a replacement motor
vehicle, or a full refund, for a8 motor vehicle which cannot be brought mto conformity with the
warmanty provided for. However, nothing in the bill shall in any way hmit or expand the rights or

remedies which are otherwise available to a consumer under any other existing law,

At the core of this proposed legislation is the manufacturer’s breach of warranty. A
manufaclurer's warranty (express or implied) s what makes the manufacturer legally responsible
for repairs to the consumer's vehicle or good. The law imposes these obligations on the manufacturer,
the selier or tunh as a marter of public poticy. Hence the public palicy belind the proposed legislation

is 1o place upon the manufacturers of motor vehicles the duty to meet their oblipations and

responsihilities under the terms of the express warranties extended (o the cansumers- buyers of mowar
vehicles,

In view of the foregoing, approval of the Bill is earnestly sought.
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AN ACT PROVIDING FOR MOTOR VEHICLE WARRANTY ENFORCEMENT
AND FOR OTHER FURPOSES

Be it enacied by the Senate and House of Representafives of the Philippines in Congress

SECTTON. 1. Tirde - This Act shall be known a5 the “Philippine Lemon Law of 20707

SEC. 2. Decluration of Policy - Itis hereby declared the policy of the State o
protect Lhe interests of the consumers in the sale of motor vehicles against deceptive and unfair sales
and trade practices, promote their welfare and establish slarttory procedures on enforcement of
walTanties extended to mator vehicle huyers.

The State shall prome the right of the consumers for full disclosyre of information
on the condition of the motor vehicles for sale in order o promote manspyrency, faimess and the
return of the full value of money. It shall likewise ensure that consumers are made aware of their

rights under this law and are not refused the information, documents, or service BEcessary to
exercise their rights

SEC. 3, When & motor vehicle is decimed o lemon.- A wmotor vehicle shall he
presumed to be a lemon, when the following conditions concur

a) the motor vehicle was purchased within the Philippines;

b} the buyer must have reported the failre 1 reparr the non-conformity

to the seller or manufacturer within the first 6 months from the date of original
_ deliverytothe cansumeror fiflesn thousand ¢3,000) kilometers of opergiion
afler such delivery, whichever comes first.
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I The following causes of non-conformity shall be excluded:

: (1) Noncompliance by the consumer of his obligations under the warranty; L ]
3 o (23] Mq.:;diﬂcatlnns not authorized .bj.lf thé- r;‘l-!;;;ul'ac!urer or distril:rut-t;-l;,"”

1 (3} Abuse or neylect of the brand new motor vehicle; and

3 {4) Damage to the vehicle due 10 an accident or force majeure.

R

7 ¢ the defect of the aulm;nﬂhile must subsiantially impair the use, value, or salety

8 of the moter vehicle; and

G

i d) the motor vehicle has been out of service for the same defect for a cumulative

1 total of thirty (30) days or more or the defect was not corrected within the

2 reascnable number of attempts.

3

4 Maotoreyeles, conversion vans or farm equipment are net included under this Act.

3

£ SEC. 4. Repair Atterprs. — At any time within the Lemon Law rights period and

7 ~ afier a1 least four (4) Separate repair attempts by the same dealer- manufacturer for the same

8 complaint, the consumer, il still unsatisfied with the results of the said repairs, may invoke his
¢ rights under this Aet.

i

1 SEC. 5. Nofice of Availment of the Lemon Law Rights. — Before availing of any
=7 7 - - _- remedy under thiz Act and subject to-compliance with the provisions of Section 4 hereof, the

3 consumer shall, in wriling, notify the manufacturer, distributor, anthorized dealer or retailer of
4 the voresolved complaint and the consumer’s imention to imvoke his rights under this Act

5 within the Lemon Law rights period.

f

i SEC. 6. Buyer's remedy when motor velicle is a lemon —A buyer of a new motor
‘g vehicle shall have the right Lo either the remedy of a prompt repurchase or replacement from a
R seller or manufacturer should his automohile is shown to be a lemon in acenmdance with the

0 next preceding section. Nothing ic this law shall in any way limit or expand the rights or

il remedics which are otherwise available to a consumer-buver of mator vehicle under any other
i1 existing laws or junisprudence.

b3

el SEC. 7. Replacement, -The buyer who chooses replacement as a remedy is emtitled 10
i5 a motor vehacle 1dentical to the vehicle being replaced The seller or manyfacturer shall be

io responsible for paying all taxes and licensing fees,

v - -
i SEC. 8, Repyrchase.—A buyer may at hig oprion be entitled to a refind ol all monies
b nvested in the lemen including the down payment, monthly finance payments and payoff of
W

the finance contract. In both cases of replacement ar repurchase, the buyer is also entitled 10

>~

Tecover expenses such as towing casts and repair costs.

A
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SEC. 10. Givil liability of seller who refuses to comply, -A seller of 2 lemon motor
vehicle who willfully fails to comply with his abligations to reporchase or replace leimon

products after final judgment shall be subject to a civil penalty of up 10 two times the
buyer's actual damages.

SEC.11. Implementing Rules and Regulations. — The DTT shall promulgale the

necessary implementing rules and repuiations within ninety (90) days from the affectivity of
this Act.

SEC. 1. Assistance fy (Mher Agencies. — The DXOTC and other agencies, political
subdivisions and local government units, including eovernment-owned and -contredled

corporations, shall render such assistance as required by the DTT in order to effectively
mmplement the provisions of this Aot

SEC. 13. Separahility Clause. — If, for any reason, any part o provision of this Act

18 declared invalid, such declaration shall not affect the other provisions of this Act.

SEC. 14. Repealing Clanse. — All laws, decrees, executive orders, issnances, rules or
regulations or parts thereof which are inconsistent with the prowvisions of this Act are hereby
deemed repealed, amended or modified accordinaly.

C=REC, 15.'Eﬁe£-rﬁ!ﬂ? - This Act shall take effect mmmediately npon its publication in
two {I) newspaper of genera! circulation.

APPROVED,
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House BillNo. 3869
EXPLANATORY NOTE

From January to September 2010, there were approximately 128,901 units of
vehicies sold in the Philippines and from these units, there are more or less 100-150
units that were reported to have factory defects. There have been reparts that newty
bought brand new vehicles from dealers suffer from defects that no matter how many
times it is brought back for repairs simply just would go away. _

For majority of the population in the Philippines, the purchase of a new vehicie
Is a huge expenditure which resuMted from hard work. And it would be very unjust if
all their hard work would result in something that is defective and they have no
recourse in the law.

Also, there have numerous recalls of motor vehicles in the Philippines, and all
over the world. The difference, however, is that in other countries, the buyers are
protected by their laws and have some recourse or remedy that enfitles them to be
properly compensated.

As such, it is high time that legislation be enacted to give buyers of motor
vehicles protection and added rights against factory defective vehicles and false
warranties.

in view of the foregoing. immediate approval of this bill is 2arnestly requested.

L

RUF . GUEZ

MAXIMO ODRIGUEZ, JR.

T




FIFTEENTH CONGRESS
REPUBLIC OF THE PHILIPPINES

e i

First Regalar Session”

HOUSE OF REPRESENTATIVES

introduced by Representative Rufus B. Rodriguez and
Representative Maximo B. Rodrigtiez, Jr.

House BillNo. 3869

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

Be it enacted by the Senate and House of Representatives of the Phitippines in
Congress assembled: :

SECTION 1. Short Title. — This Act shall be known as the “Lemon Law of 2010,

SEC. 2. Declaration of Policy. — It is hereby declared the policy of the State to promote
full protection fo the rights of consueners in the sale of motor vehicles against sales and
trade practices which are deceptive, unfair or otherwise inimical to the censumers and
the public interest.

The 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 thereof.

SEC. 3. Definition of Terms. — For purposes of this Act, the following terms shall mean:
(a) “Brand new motar vehicle” refers to a vehicle constructed entirely from new parts
that has never been sold or registered with the Department of Transportation and
Communications (DOTC) or an appropriate agency or authority and operated on the
highway of the Philippines, or in a foreign state or country.

(b) “Collateral charges” refers to the fees paid to the Land Transportation Cffice (LTQ)
for the registration of a brand new motor vehicle and other incidental expenses,
including the cest of insurance pertaining to the said vehicle.

(c) “Comparable motor vehicle” refers to a motor vehicle that is identical or reasonably
equivalent to the motor vehicle to be replaced, in terms of specifications and values
subject to availability, as the motor vehicle existed at the time of purchase: Frovided,
That there shall be an offset from this vatue for reasonable allowance for its use.

{d) “Consumer” refers to any person, natural or jundical, who is a purchaser, either by
cash or credit, of a brand new mator vehicle.




{e) “Dealer” or “Seller” refers to any person other than a manufacturer who sells motor
vehicles to the public.

(f)--“Determination of reasonahle allowance for use”, for_purposes of this. Act,
‘reasonable allowance for use” shall mean twenty percent (20%) 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 (100,000), whichever is higher.

(9) “Distributer” refers to any person or entity other than a manufacturer who sells brand
new motor vehicles to their duly authornized dealers cr retailers.

{h) implementing agency” refers tc the Department of Trade and Industry (DTI).

(i) "Lemon Law rights peried” refers to the period ending twelve {12) months after the
date of the original delivery of a brand new motor vehicle to a consumer or the first
twenty thousand (20,000} kilometers of operation after such delivery, whichever comes
first. This shall be the period during which the consumer can report any non-cenformity,
as defined in paragraph (k) herein, to the standards and specifications of the
manufacturer, distributor, authorized dealer or retailer, and pursue any right provided for
under this Act.

(i) “Manifacturer™ refers to a person, partnership, association, corporation or entity
engaged in the business of manufacturing or assembling motor wvehicles, or of
distributing moter vehicles to motor vehicle dealers.

(k) "Maotor vehicie” refers to any self-propelled four (4)-wheeled road vehicle designed to
carry passengers including, but not limited to, sedans, coupes, station wagons,
convertibles, pickups, vans, sport utility vehicles (SUVs) and Asian utility vehicles
{AUVS) but excepting motorcycles, delivery trucks, dump trucks, buses, road rollers,
trolley cars, street sweepers, sprinklers, lawn mowers and heavy eguipment, such as,
but not limited fo, bulldozers, payloaders, graders, forklifts, amphibian trucks, cranes
and vehicles which run only on rails or tracks, and tractors, traifers and traction engines
of all kinds used exclusively for agricultural purposes. Trailers having any number of
wheels, when propelled or intended by attachment to a motor vehicle, shall be classified
as separate motor vehicle with no power rating.

(I} "Non-conformity” refers to any defect or condition that substantially impairs the use,
value or safety of a brand new motor vehicle which prevents it from conforming to the
manufacturer's or distributor's standards or specifications, which cannot be repaired, but
excluding conditions resulting from noncompliance by the consumer of his obligations
under the warranty, modifications not authorized by the manufacturer or distributor,
abuse or neglect, and damage due to accident or force majeure.

{m) "Purchase price” refers to the invoice price or the amount of money which the dealer
or retailer actually received for the brand new motor vehicle, in consideration of the sale
of such brand new motar vehicle.

(n) "Warranty™ refers to the written assurance, so labeled, of the manufacturer of a
brand new motor vehicle, including any term or condition precedent to the enforcement
of obhgations under the warranty.

{0} "Warranty rights period” refers to the period provided for under the cantract of sale
when the manufacturer would guarantee the materials used, workmanship and
roadworthiness of a brand new rnotor vehicle for ordinary use or reasonable intended

pUrposes.




SEC. 4. Coverage. — This Act shall cover brand new motor vehicles with non-conformity
reparted by the consumer within twelve (12) months from the date of ariginal delivery to
~——the-eonsumer-of-twenty thousand {20,000} kilometersefoperation-afler-such deliverp———————

whichaver comes first. The fellowing causes of non-conformity shall be excluded:

{a) Noncompliance by the consumer of his obligations under the warranty;

(b) Modifications not authorized by the manufacturer or distributor;

{c) Abuse or neglect of the brand new motor vehicle; and

(d) Damage to the vehicle due to an accident or force majeure.

SEC. 5. Repair Attempls. — At any time within the Lemon Law rights period and after at
least four {4) separate repair attempts by the same dealer/manufacturer for the same
complaint, the consumer, if stil unsatisfied with the results of the said repairs, may
invoke his rights under this Act.

SEC. 6. Nofice of Availment of the Lemon Law Rights. — Before availing of any remedy
under this Act and subject to compliance with the provisions of Section 5 hereof, the
consumer shall, in writing, notify the manufacturer, distributor, authorized dealer or
retaiter of the unresolved complaint and the consumer's intenticn to invoke his rights
under this Act within the Lemon Law rights period.

The wamanty bockiet issued by the manufacturer, distributor, authorized dealer
or retailer shall clearly state the responsibility of the consumer under this section. It shall
likewise provide the manner and form of such notice fo constitute a valid and legal
notice to the manufacturer, distributor, avthorized dealer or retailer.

SEC. 7. Availment of the Lemon Law Rights. — Subsequent to the filing of the notice of
availment referred to in the preceding section, the consumer shail bring the vehicle to
the dealer from which the vehicle was purchased for a final attempt to address the
consurners complaints to his satisfaction. it shall be the duty of the manufacturer,
distributor, authorized dealer or retailer, upon receipt of the motor vehicle and the notice
of non-conformity required under Section 6 hereof, to attend to the complaints of the
consumer including, as may be necessary, making the repairs and undertaking such
actions to make the vehicle conform to the standards or specifications of the
manufacturer or distributor for such vehicle.

In case the consumer remains unsatisfied with the dealerfmanufacturer’s efforts
tc repair the vehicle, pursuant to the consumer's availment of his Lemon Law rights, the
consumer may file a complaint before the DTI as provided for under this Act: Provided,
however, That if the vehicle is not returmed for repair based on the same complaint
within thirty (30) calendar days from the date of notice of release of the motor vehicle to
the consumer following this repair atternpt within the Lemon Law rights period, the
repair is deemed successful: Provided, finally, That, in the event the consumer still
remains unsatisfied after the thirty (30) days period but still within the Lemon Law rights
pencd, the consumer may be allowed to avail of the same remedies under Sections 5
and 8 hereof.

To compensate for the non-usage of the vehicle while under repair and during
the period of availment of the Lemon Law rights, the consumer shall be provided a
reasonable daily transportation allowance, an amount which covers the transportation of
the consumer from his or her residence to his or her regular workplace and vice versa,




eguivalent to air-conditioned taxi fare or in such amount to be agreed upon by the
parties, or a serwvice vehicle at the option of the manufacturer, distributor, authorized

dealer or retaier. Any disagresment on this matter -shalt—be resotved—by—the—————-
implementing agency provided for under this Act.

Nothing herein shall be construed to limit or impair the rights and remedies of a
consumer under any other law.

SEC. 8. Remedies for Dispute Resolution. — The DTI shall exercise exclusive and
original jurisdiction over disputes arising from the provisions of this Act. All disputes
arising from the provisions of this Act shall be settled by the DTI in accordance with the
following dispute resoiution mechanisms:
{a) Mediation
(1} The principles of negotiation, conciliation and mediation towards amicable
settlement between the manufacturer or distributor and the consumer shall be
strictly observed,
(2} In the course of its dispute resolution efforts, the DTl shall endeavor to
independently establish the validity of the consumer’s outstanding complaint. The
DTl shall likewise retain the services of other government agencies or
independent private entities in the ascertainment of the validity of the consumer’s
comptaint. Any cost incurred in establishing the validity of the consumers
complaint shall be bome jointly by the consumer and the dealer/manufacturer,
(3} The complaint shall be deemed valid if it is independently established that the
vehicle does not conform to the standards or specfiications set by the
manufacturer;
(4} Upen failure of the negotiation or mediation between the manufacturer or
distributor and the consumer, the parties shall execute a certificate attesting to
such failure; and
{5) At any time during the dispute resolution period, the manufacturer or
distributor and the consumer shall be encouraged to settle amicably.

All disputes that have been submitted for mediation shall be settled not
fater than forty-five (45} working days from the date of filing of the complaint with
the DTI.

{b} Arbitration
. {1} In the event there is a failure to settle the complaint during the mediation
praceedings, the parties may votuntarly enter into arbitration proceedings,
jikewise to be supervised by the DTI. The DTI shall rely on the independent
findings as to conformity to standards and specifications established herein;
{2) In case non-conformity of the vehicle is found by the DT, it shal! rule in favor
of the consumer and direct the dealer-manufacturer to grant either of the
following remedies to the consumer:
{iy Replace the motor vehicle with a similar or comparable motor
vehicle in terms of specifications and values, subject to availability;

or
{ii) Accept the return of the motor vehicle and pay the consumer the
purchase price plus collateral charges.




tn case the consumer decides to purchase another vehicle with a higher

value and specifications from the same dealer-manufacturer, the consumer shall

pay the difference’in cost.
In both cases of replacement and repurchase, the reascnable allowance

for use, as defined in this Act, shall be deducted in determining the vaiue of the
non-conforming vehicle; and

{3) In case non-conformity of the vehicle is not found by the DTI, it shall rule in
favor of the dealer-manufacturer and direct the consumer to reimburse the
dealer-manufacturer the costs incurred by the latter in validating the CONSUMEers

complaints.

SEC. 9. Determination of Reasonable Allowance for Use, — For purposes of this Act,
“reasonable allowance for use” shall mean twenty percent (20%) per annum deducton
from the purchase price, or the preduct of the distance traveled in kilometers and the
purchase price divided by one hundred thousand (1 00,000), whichever is higher.

SEC. 10. Disclosure on Resale. — Should the returned vehicle be made available for
resale, the manufacturer or distributor shall, prior to sale, iease or transfer, disclose o
the dealer in writing that:
{a) The motor vehicle was returned to the manufacturer, distributor, factory or branch;
(b) The nature of the nan-conformity which caused the return; and
(¢) The condition of the motor vehicle at the time of the transfer to the dealer.

It shall be the responsibility of the dealer to make the same disclosure in writing,
in turn, to the next purchaser prior to sale. The responsibilty of the dealer under this
section shall cease upon the sale of the affected motor vehicle to the first purchaser.

SEC. 11. Penally. — The manufacturer, distributor or dealer adjudged ta have violated
the provisions requiring disclosure as mentioned in the preceding section shall be liable
toc pay a minimum amount of One hundred thousand pesos (Php100,000.00) as
damages to the aggrieved party without prejudice to any civil or criminal liability they
andfor the responsible officer may incur under existing laws.

SEC. 12. Assistance by Other Agencies. — The DOTC and other agencies, poditical
subdivisions and local government units, inciuding government-owned and -contrelled
carporations, shall render such assistance as required by the DTl in order to effectively
implement the provisions of this Act.

SEC. 13. implementing Rules and Regulations. — The DTi shall promulgate the
necessary implementing rules and regulations within ninety (90) days from the effectvity
of this Act.

SEC. 14. Separability Clause. — |f, for any reason, any part or provision of this Act is
declared invalid, such declaration shall not affect the other provisions of this Act.
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' SEC. 15. Repealing Clause. — All laws, decrees, executive orders, issuances, rules or
requlations or parts thereof which are inconsistent with the pmwsrnns of this Act are
----------------- hereby deemed repeated;-amended or modified accordingly:— S

SEC. 16, Effeciivity. — This Act shall take effect fifteen (15) days after s publication in
the Official Gazetle or in two (2) national newspapers of general circulation.

Approved,
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House Bill No. 4143

Introduced by Representative ROGER G. MERCADO B

EXPLANATORY NOTE

Every consumer wants nothing but get the fair value of his money. The State
recognizes the right of the consumers and assures its full protection agamst unfarr

frade practices.

In normal practice, aill brand new products provide warranty against defects.
apparent or otherwise, allowing consumers to seek redress, within a fix pertod. under
certain circumstances. Howevar, thare are some instances where wamanties do not
apply as when adeguate remedy cannot be given to the satisfaction of the consumer

like in the case of automohile industry.

We heard a ot of reponts involving iarge car manufacturers recalkng their units
due to compiaints relating to product standards rendering the unit unfit and unsafe for
use. This mitiative, however, beiongs to the manufacturers who in the first place

have ali the liberty in designing the vehicles coming out of their plants.

wWhile every vehicle is coupled with wamanty, in most cases. the remedies
provided to the consumers seem not enough to fairy address the complained defects
particutarly those requinng major rectification.

It was for this reason that the United States, majonty of the European states
and some of the countries around the word enacted what is glabally known as the

‘Leman Law™

it is the objective of this measure to afford the same protection whick cur
consumers cannot famy avaitl under the product’s wamranty.

Thus, passage of this bill 5 eamestly sought.

e A

ROGER G. MERCADO
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FOURTEENTH CONGRESS
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HOUSE BILLNO. 4143

Introduced by Representative ROGER G. MERCADO

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

Be ¢ enacied by the Senate and the House of Representatives af the
Philppines in Congress assembled.

SECTION 1. Short Title. — This Act shall be known as the “Lemon Law of
2010

SEC. 2. Declaration of Policy. — Itis hereby declared the poticy of the Siaie
to promate full protechon to the rights of consumers in the sale of moar
vehicies agamst sales and trade practices which are deceptive, unfair or
otherwise inimical to the cansumers and the public interest.

The State recognizes that a motor vehicke is @ major consumer purchase or
.nvestment  The consumer rights should thus be clearly defined including the

means for redress for violations thereof.

SEC. 3. Definition of Terms. — For purpases of this Act, the following terms

shail mean

(@} ~Brand new motor vehicle” refers to a vehicle constructed entiraly om
new parts that has never been sold or registered with the Departmen: of
Transportation and Communications ©or an appropnate agency of
authority and operated on the highway of the Philippines, or in a fara:ge

state or country.

by “Caollateral Charges” refer to the fees paid to the Land Transporaion
Oifice for the registration of a brand new motor vehicle,

ic] -Comparable Motor Vemicle” refers to a motor vehicle that is identical or
reasonably equivalent to the motor vehicle 1o be replaced, in terms of
specifications and values subject to avallability, as the motor vehicle
existed at the time of purchase; Provided, That there shalt be an offset
from this value for reasonable allowance for its use.
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"Consumer” refers to any person. natural or Jundical. who is a8 purchasar

gither By TEshyor credit of a brand néw motor venicle.

"Deaier” or "Seller’ refers to any person other than a manufacturer wrich
sells motor vehicles to the pubiic.

“Distnbutor’ refers to any persen or entity other than a manufacturer wno
sells brand new motor wehicles to their duly authorized dealers or

retailers.

“Implementing Agency” refers to the Department of Trade and Industoy.

“Lemon Law Rights Penod” refers to the pencd ending twelve i12¢
months after the date of the onginal delivery of a brand new motor veh.cie
to a consumer ar the first twenty thousand (20.000) kiometers of
aperation after such delivery, whichever comes first. This shal! be e
penod during which the consumer can report any nan-conform:ty 1o tne
manufacturer, distnbutor, authorized dealer or retailer, and pursug any

right provided for under this Act.

"Manufacturer” refers to a person. partnership, association, corporauor or
entity engaged in the business of manufacturing or assemiing moior
vehicles, or of distributing motor vehicles to motor vehicle dealers

Motor Vehicle” refers to any self-propelled four-wheeled road vemce
gesigned to cammy passengers including. but not limited to. secars
coupes, station wagons, converubles, pick-ups, vans, sport utility varncles
1SUVs) and Asian utility vehicles [AUVs) but excepting moturcyCies
Jelivery trucks, dump trucks, buses road rollers, trolley cars. stree:
SWEeEepETS, sprinkiers, fawn mowers and heavy equipment. such as oo
not limited to bulldozers, payloaders. graders, forklifts. amphib an trocks
crangs, and vehicles which run only on rails or tracks and tractors
traliers and traction engines of all kinds used exclusively for agricuitars!
surooses.  Traiers having any number of wheels, when propeied o
nended by attachmeant to a motor vehicle, shall be classified as SEDET a8

motor vehicle with mo power rating.

"Non-Conformity” refers to any condition that substantially imgarrs ma
use. or safety of a brand new motor vehicie which prevenis i fram
conforming  to  the manufacturer's or  distributor's  standards or
specifications, which cannot be repaired, but excluding conditiors
resulting from accident, force majeurs, abuse, neglect, or unautnanzed
modificalion or aiteration of the brand new motor vehicie,

"Purchase Price” refars to the invorce price or the amoun: of MOnsy wr.co
the dealer or retailer actually receved for the brand new motor vehiciz .~
cocnsidaration of the sale of such brand new motar vehicle -




i

1wy “Warranty” refers to the written assurance, sO labegied of the

manufacturer of a brand new motor vehicle, ncluding any term o
cordthon-precedenttor the-enforcement-of obligationsarder the-warrarty —-

_p 1D -

“Warranty Rights Period” refers to the period provided for under he
contract of sale when the manufacturer would guarantse the matena's
used, workmanship and filness of a brand new motor vehicle for oranary

use or reasonabie intended purposas.

s
2

-1 O Lh

SEC. 4. Coverage. — This Act shall cover brand new motor vehicles wih non-
conformity reported by the consumer within twelve {12) months from date of
1% onginal delivery to the consumer or twenty thousand {20,000) kilometers of
I't pperation after such delivery, whichever comes first. The following causas of

12 non-conformity shall be excluded.
non-compliance by the consumer of his nbligations under the

4

L3 a.
14 warranty,

13 b modificatons nat authonzed by the manufacturer or distributor

16 ¢ abuse or neglect of the brand new motor vehicle; and

17 ¢ damage to the vehicle due to an acodent or force mafeurs.

¥ SEC. 5. Repair Attempts. — At any time within the lemon law rignis peniod,

3 ard after at  least four {4) times by the same dealer- manufacturer far the

|5

21) same complaint, the consumer, if stifl unsatisfied with the results of the sa:
21 repairs, may invoke his rights under this Act.

oz h shah be understood that a reascnable number of repair attempts nave Lesr
23 Jnderiaken to make the vehicle conform io the standards or specificatons i
2 during the lemon law rights pericd, but before the filing of the naotice af non-
o corformity under the succeeding section, the same nan-conformity has caen
26 subject to repair as the case may be, and the same non-conformity continues
o7 1o exist.

25 SEC. 6. Notice of Availment of Lemon Law Rights — Before avaliing of any
2g remedy under this Act and subject fo compliance with the provisions ot
3 Section 5 hereof the consumer shall in writing, notfy the manuiactaz
3! disributor, authorized dealer or retailer of the non-conformity of the +oior
B vehicie. and the consumer’'s intenttion to invoke his rights under this Act wiimn
33 the lemon law rights period

34 Tn= warranty bookist 1ssued by the manufacturer, distnbutor. autrarzzz
35 dealer or retailer shall clearly state the responsibility of the consumer unzer
S5 thus section. |t shall likewise provide the manner and form of such nct:ce o
e constutule a valid and legal notice to the marufacturer. distributor authorized
38 dealer or retailer.

39 SEC. 7. Availment of Lemon Law Rights — Subseqguent to filimg of notce oF
1 availment referred to in the preceding section. the consumer shali pring ne
31 vahicle to the dealer from which the vehicle was purchasead for a Tina’ anaro:

47 = 1o address the consumer's complaint to his satisfaction,




it shait be the duty of the manufacturer, distributor authorized dealer or
retailer, upon receipt of the motor vehicle and the notice of nen-conformuy

L
2
T requredturder SETUTT 6 heredf, 10 attend o the complaint of the consumer
4 ncluding. as may be necessary. make the repairs and andertaking  suck
A achons as to make the vehicle conform to the standards or specfications of
& the manufacturer or distributer for such vehicie.
7 In case the consumer remains unsatisfied the dealer-manufacturer's effan 1o
8 repair the vehicle, pursuant to the consumer's availment of his 'emon law
9 nghts. the consumer may file a compiaint before the DT] as providec under
14 rus Act, Prowvded, hawever, That if the vehicle is not returned for repair far the
11 same complaint withn thirty {30) calendar days from the date of notice of
12 felease of the motor vehicle to the consumer following this repar attempt
13 urder the avallment of lemon law rights pericd. the repar is deemed
14 successiul; Provided, finafly, That in the event that the consumer stil! remars
|5 unsatsfied after the thirty {30) day penod, but stifl within the lemon Jaw ngnts
B period, the consumer may still avail of the same remedies under Sectons 5
7 and & heraof.
18 To compensate for the non-usage of the vehicle while under repanr  mos
T consumer shall be provided a reasonable daily transporation al'cwance
0 eguivalen! to first class taxi fare from the second repair attempt. 10 sage
2 amount to be agreed upon by the parties. or a service vehicle at tha apton of
oz manufacturer. distributor, authorized dealer or retailer. Any disagreemsnt o=
23 this matter shall be resclved by the imptementing agency provided for wnoger
24 thrs Act.
25 Noihing heresn shall be construed to limit or impair the nghts and remegizs of
o6 a consumier under any other Jaw.
27 SEC. 8. Remedies for Dispute Resolution. —The DTl shall exercise excliusive
2R and onginal jurisdiction over disputes arising from the provisions of this Act
iy All disputes arising from the provisions of this Act shall be settied by the D7
3 in accordance with the following dispute resclution mechanism.
i1 2.1 Mediation
iz fa: The principle of negatiation. conciliation and mediation towards amicss o
33 settiement between the manufacturer or distributar and CONsumer snai:
R strictly be chserved:
A 01 17 the course of its dispute resolutton efforts, the D11 sha: endeavar o
30 noepsndenty  establish the vahdity of the consumer s Cutsiand. o3
a7 cormplaint. The DT shall iikewise retain the services af other govarnman:
N 8g=ncies or ndependent private entities in the ascertamnmernt of tha
1

; validity of the consumer’'s complaint, Any cost in establishing the validity of
A1y the consumer's complaint shali be borne jointly by the consumer and the

1 dealer-manufacturer.
zi The complaint shall be deemed valid f it is independently establishad thar
the vericle does not cenform to the standards or specifications szt oy tme -

41 manufacturer,

1
i
-'I:_'\-\.
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(d) Upon the failure of the negotiation or mediation between the manufaciurer
or distnbutor and consumer. the panties shall exgcute a cerficate

———-attesting to-sochfarllure,——

fe) At any tme during the dispute resolution period, the manufaciurer or
distributor shall be precluded from offering easier remedial terms w0 ine
consumer to reach an amicable setlemant at any stage of the dispuie

mecharism.

All disputes that have been submitted for amicable settlement shall be settied
riot later than forty-five (45) days from the date of filing of the complaint wit

the DT

8 2 Arbitration
{2) In the vent there is a falure to settie the complaint during the mediatos

proceedings, the parties may voluntarily entar iINo arbitration proceeaings
ikewise to be supervised by the DTl The DTl shall rely on me
independent fincings as to conformity to standards and specificalons
established herain.

fb) In case a non-conformity of the wvehicle is found by the DTL 1 shall rusz n
favor of the consumer and direct the dealer-manufacturer Lo gramt eitnar of

the following remedies to the consumer:
{1 repiace the motor vehicle with similar or compatible moior
vehicle in terms of specficattons and values, subect 10
availability, Provided, That there be an offset from its value for
reasonable allpwance for use as defined in the Immegdisialy
succeeding section; or
£} accept the return the motor vehicle and pay the consumer 1ne
purchase price plus collateral charges
In case a non-conformity of the vehicle is not found by the DTI # sna:
ruie in favar of the dealer-manufacturer and direct the cors_msar o
reimburse the dealer-manufacturer the cost incurred by the laner

validating the consumer's complaint.

L

i’

-

SEC. 9. Determination of Reasonable Affowance for Uise. - For purposss o
ths Act, "Regsonable Allowance for Use” shall mean twenty per cen: {205
per annum deduction from the purchase price, or the product of the d-sizncs
traveled in kilometers and the purchase price divided by one nundr=s
thousand (100,000). whichever is hugher.

SEC. 10. [lusclosure on Re-sale. — If the returmed vehicle is then mads

avanaple for resale, the manufacturer or distributor shali, prior to sale lzase

or transfer, disclose to the dealer in writing that:

‘31 the motor vehicle was retumed to the manufacturer. distnbuoto
oranch.

i e nalure of the non-conformity wiich caused the reterme ang

.} e condition of the motor vehicle at the time of the transfer to the cazis:

r factoare o

It shall be the responsibility of the dealer to make the same disclosore -
wing. 1N fur, to the next purchaser prior 1o saie A dealers respors.s. i
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under this section shall cease upon the sale of the affected moter vehicie 10
the first purchaser.

SEC. 11. FPenalty. — The manufacturer. distributer or dealer adudgea to nave

vioiated the provisions requiring disclosure as mentioned 1 the precaaing
section shall be {iable to pay a mintmum amount of One hundred thewsand
pesos {Phpt00,000.00) as damages to the aggrieved party without prejudice
to any civil or criminal liability they andfor the responsible officer may incur

under existing laws.

SEC. 12. Assisfance by Other Agencies. — The Department of Transoorason
and Communications and other agencies. poltical subdiwisions. 'oca.
government units, including government-owned and controlled corporarons
shali render such assistance as reguired by the DTl in arder to efactvay

implement the provisions of this Act.

SEC. 13. Implementing Rules and Reguiations. — The Department of Trade

L e

and industry shall promulgate the necessary implementng rules znc
reguiations within ninety days {90) days from the effectivity of this Act.

SEC. 14. Separabdity Clause. — If. for any reason, any part or provis.on of
this Act is declared invalid, such deciaration shall nat affect the ather

provisions of this Act.

SEC. 15 Repealing Clause. — All laws. decrees executive grosrs
S5UANCES. rules or regulations or parts thereof, which are incorsistant ws

accordingly

SEC. 16. Effectivity. — This Act shall take effect thirty (30) days afier s
publication in the Official Gazefte or in two national newspapers of geners
Tiroaigtion.

Approves
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introduced by: ‘Representative AUGLSTO Boboy SYJUCO, Ph.D,

EXPLANATORY NOTE

This bill seeks 1o provide prutecﬁun for consumers against the fraudulent
cale of defective motor vehicles machineries and appliances and breach of
warranties by its seller or manufacturer. S

There have beenireported cases of newly purchased motor vehicle proving
to be defective or failing to meet stapdards of quality and performance puaranteed
by its seller or manufaciurer. Unfortunately, there 158 no “Lemon Low' it the
Philippines. In the United States, the “Lemon Law" provides full protection 1o
consumers against sales and trade practices of sellers or manufacturers of motor
vehicles which are deceptive, unfair or otherwise inimical to CONRUIMETS and the
public interest. With the propased “Lemon Law" protection is provided not only
to buyers of motor vehicles but it also protects the right of buyers of machiperies
and appliances '

Under the propesed measure, if the seller of she manufacturer fails to repair
a mew motor vehicle machinery of appliance to meet the terms of an express
writien warranty, afier reasonable notice and attempts, the manufacturer ghall be
required to replace the vehicle machinery or appliance with & new one of the same
kind and value, or return the purchase price to the buyet, at the option of the latier.
The manufactarer shall alse be responsible 1o pay for sales or license, repistration
and other official fees including incidental damages that the buyer ar lessee may -
have incurred due to the breach of warranty.

This measure inténds to provide he same protection {0 CONSUMELS in the
Philippines against breach of warganties of motor vehicle machinery and appliance
sellers or manufacturers, This bill wiil also chsure that the CONSUMICTS will get the
full value of their hard earned money or investment when buying 2 new moatar

vehicle machingry or appliance.

1y view of the forégoing, approval of this hill is urgentiy recornmended.

..--"""“
&-"”*T‘

ATUGUSTO BOBOY SYJUCL), Ph.E».
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FIOUSE BILL NO.

T—iuoed by Representative AUGUSTO Baboy SYITUCO, PhD.

- !, AN ACT o
>ROTECTING CONSUMERS AGAINST THE SALE OF DEFECTIVE MOTOR
VERICLE. MACHINERIES AND APPLIANCES USUALLY SOLD TO
COMMON CONSUMERS AND IMPOSING PENALTIES FOR VIOLATION

THEREOF

Be it enacted by the Senate and Hotise of Representatives of the Phif:'_f::pines in Congress
assembled. : , : '

SECTION 1. Short Title. - This Act shall be lmown as the “Philippine
" Lemon Law.” _

SEC.2.  Peclaration of Pelicy. - It is hereby declared the policy of the State
10 promote consumer rights and provide full protection to buyers of mator vehicles,
machineries and appliances usually sold to cormmon CONSUMETS against trade practices of
seliers or manufacturers which are ‘nimical to the economy and the public interest.

SEC.3.  Definitionof Terms. — As used m this Act. _

a) Common Consumer refers 1o the purchaser, oiher than for purposes of
resale, of a motor vehicles, machinenes and appliances which is used -primarily for
personal, family, or household purposes, and any person o whom the motor vehicle,
machineries or appliance is transferred for the same purposes during the duration of any
warranty applicable to the the item bought, and any other person entitled by the terms of
such warranty to enforce the obligations of the warranty.,

by  Manufacturer refers to.a person, partnership, association, corporation ot
entity engaged in the business of manufacturing or assembling motor vehicles,
machineries or appliances or of distributing motor vehicles, machineries and appliances
to sellers; :

c)  FExpress warranty refers 1o the writtep warranty of the mamufaciurer of a

new mator vehicle, machinery or appliance including any terms Or conditions precedent
to the enforcement of obligatibns under that warranty; '

dy  Moior vehicle refers to passenger cars, pick-up or panel -trucks, Sports
wility vehicles, Asian utility vehicles, vans, motorcycles, and demonstrators or Jease
purchase vehicles which was:subject to a manufacturer’s express warranty at the time of
the delivery and was purchased and registered in the Philippines;



: : .2
&) Machinerigs-devise designed to yield 2 high mechanical advantage to reduce the
effort needed to do that work. . '
fy  Appliances- A device or instrument designed 10 perform a specific function,
especially an clectrical device usually used within the househoid

g)  Seiler refers io. any person other than a manufacturer which sells motor
vehicles, machineries or appliances to the public. It inclades marufacturers’ authorized
dealer, retziler, distributor or ament; . _—

hy  Collateral charges refer to sales-related charges ineluding but not limited to
sales tax, license fees, finance charges and interest, transportation charges, deaier
preparation charges or any other charges for service sontracts, undergoing rust-proofing
ot installed options, not recoV hle from a third party;

i) Comparable motor vehicle/machinery/appliance refers to a motor vehicle
or machinery or appliance that s identical or reasonably equivalent to the motor vehicle
or machinery or appliance to be replaced, in terms of specifications and value;

i) Non-confarmity Tefers 1o a fajlure to conform toC 2 warranty, a defect or 2
copdition, including these that do not affect the driveability of the vehicle or the
operation of machinety or the. appliance but significantly impairs the use, market value,
" or safety of a motor vehicle; :

k}  Notfication means a written complaint of the defect or defects
sommunicaied to the manufacturer -who has responded 10 fhe consumer in WIIting
regarding said complaint, or thal a represantaﬁve of the manufacturer ar seller has either
inspected the vehicle or machinery or the appliance af met with the consumer
reparding the non-conformity; '

1} Reasonable allowance for use refers to twenty percent (20%}) per anmum
deduction from the purchase price, of the product of the distance traveled in kilometers
and the purchase price divided by ane hundred thousand (100,000), whichever is higher;
and :

k) Waranty refers' to any undertaking, writieri or otherwise, of ibe
manufacturer, or any affirmations of fact or promise made by the manufacturer in
connection with the sale of a motor vehicle/machinery or appliance that become part of
the basis of the bargain which{includes the obligadons of the manufacturer in relation to
materials, wotkmanship, and fitness of a metor vehiclefmachinery/appliance for
ordinary use or reasonable intended purposes throughout the duration of the lemon law
rights period as defined in this section. -

SEC. 4. Lemon Law Rights Period. — The period ending twenty four (24)
months after the dawe of original delivery of a brand new motor yvehicle to a consumer or
the first ten {16) thousand kilometers of operation after such delivery, whichever comes
first, during which the consumer can report any non-conformity to the standards and
specifications of the manufacturer or seller, and pursue any right provided for under this
Act. In the case of machineries, the period of 24 months after the date of original
delivery, the consumer may pursue any right under this Act. Consurners who bought
appliances shall have 6 months from the date of purchase to pursue their rights under
this Act. a

QEC.5. - Conformity to Warranties. — if a new motor vehicle or machinery
does not conform to all express watranties, and the consumer reporis the non-conformity
 within the lemen rghts period, the geller shall make such repairs within seven (7) days
afier the receipt of the written. notice to carrect the defect or the non-conformity. The
repair shall be free of any charges against the consumer, notwithstanding the fact that
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such repairs are made after the expiration of the manufacturer’s or seller’s warranty
period. In the case of purchasers of appliances, if the appliance prove to be fiafﬂctive
within one month afier purchase, the seller is required to replace the same with'a similar
appliance. Any defect of the appliance on the succeding months but nat longer than siX
months, repair of which shall be made by the seller without cost.

SEC.6.  Lemon Law Rights. - 1f the seller does not Tepair the defect within
she seven (7} day period despite receipt of the notification, the consumer may forward a
written natice of refusal or failure to correct the non-conformity 10 the manufacturer.
The manufacturer shall repair the non-conformity within twenty (20) days.

If the manufacturer fails to repair the non-conformity within the twenty {20) day
period or after a reasonzble number of attempts, the manufacturer ot selier shall:

a) Replace the motar vehicle or machinery with a comparable mator vehicle or
machinery; or '

b} Accept the return of the motor vehicle or machinery and refund to the
consumer and any lien holder as their interest may appear the full purchase price,
including all collateral charges, incidental charges, incidental damages, less reasonable
allowance for use of the vehicle up to the date of the first notice of non-conformity that
is piven to the manufacturer or seller.

The consumer shall have the unconditional right to choose 2 refund rather than a
replacement vehicle or machinery and to drive a motor service vehicle or temporary
replacement w0 be ased in cases of -machinery which shall be provided by the

manufacturer, until he receives either a replacement or a refund. The subtraction of a -

reasonable allowance for the use of the vehicle i excess of the first five thousand
kilometers of operation shall apply te either a replacement O refund of the motor
velicle. Mileage, expenses, and reasonable loss ef use necessitated by attempls to
conform such motor vehicle to the express warranty may be recovered by the consumer.

Four {4} attemnpts to repair the same defect shall be presumed to be reasonable.

In the case of appliances if there be failure to replace or repair the defective
appliance, after due notice 10 the seller, the consumer may right away file compiamt
with the Department of Trade and Industry. '

_ Any disagreement on this matter shall be resolved by the Department of Trade and
Indusay (DTT). : :

SEC. 7. Notification Requirement, — Prior to availing himself of the rights
under the preceding section, it shall be the responsibility of the consumer or his
representative w0 notify the manufacturer or seller in writing of the need for the
correction or repair of the non-conformity and ensure that the same is properly received
by the lawer. If the seller was the one notified, the latter shall, upon receipt, forward a
copy of such notification o the manufacturer.

SEC. 8. Remedies. — Any consumer who sniffers loss by reason of a violation
of any provision of this Act may file a complaint before the Department of Trade and
Industry (DTT) for mediation proceedings as provided for in this Act.

Nothing in this Act shall be construed to Iimit or impair the rights and remedies of

a consumer under any other law.
. SEC. 9. Dispure Resolution. — The DTI shall exercise exclusive and original
jurisdiction over disputes arising from the provisions of this Act. All disputes ansing
from the provisions of this Act shall be settled by the DTI in accordance with the
following dispute resolution mechanisms:
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a) Mediation Proceedings. — Prior to litigation, fhe parties shall be required to
undergo mediation proceedings under the Bureau of Trade Regulation and Consumer
Protection and the Consumer Welfare and Trade Regulation Group of any office under
DT as may be designated by the Secretary of the Depariment of Trade and Industry
which has the necessary capability and expertise pertaining 10 motor vehicles. -

within six (6) months after the effectivity of this Act, the offices above mentioned
are mandated to draft and promulgaie its rules and procedures for said mediation
proceedings. The rules shall incorporate an evaluation by the experts of the government
on any technical issues, which shall be considered with finality. '

The principles of negotiation, conciliation and mediation towards amicable
setilement between the manufacturer Or seller and the consumer shali be stricily
observed. , ' .

I the course of its dispute resolution efforts, the DT shall endeavor to
independently establish the validity of the outstanding complaint of the consumer. The
DTI shall likewise retain the services of other government agencies of independent
private entities in the ascertainment of the validity of the complaint. Any cost incurred in
establishing the validity of the complaint-shal! be borne jointly by the consumst and the
manufacturer. ' .- :

The complaint shall bei deemed valid if it is independently astablished that the
vehicle does not conform to the standards or specifications set by the manufactarer.

Upon failure of the negatiation or mediation between the. manufacturer and the
consumer, the DT shall issue a certificate atiestng to such failure and, at any time
during the dispute resolution period, the manufacturer ar geller and the consumer shall
be encouraged to settle amicably. . _

All disputes that have been submitted for mediation shall be settled not later than
forty-five (45) working days from the date of filing of the complaint with the DTL

In case a non-conformity of the vehicle is not found by the DTL, it shall rale
favor of the manufacturer and direct the consumer 10 reimburse the manufacturer the
costs incurred by the latter in validating the complaints.

(b)  Arbitration proceedings. — In the event there is a failure to settle the
complaint during the mediation proceedings, the parties may voluntarily enter inte
arbitration proceedings which shall be governed by Republic Act (RA) No. 8§76,
otherwise known as ‘“The Arbitration Law + and Republic Act (RA) No. 9285,
otherwise known as "“The Alternative Dispute Resolution Act of 2004.7 :

The arbitral tribunal which shall be constituted to settle the dispute arising from
the provisions of this Act shall have a representative from DTI, as member.

The parties are free to agree on the place of arbitration. Failing such agreement,
the place of arbitration shall be in Metro Manila, unless the arbitral tribunal, having
regard to the circumstances of the case, including the convenience of the parties, shall
decide on a different place of arbitration. :

The arbitral tribunal may, unless otherwise agreed by the parties, meet a1 any
place it considers appropriate for consultation among its members, for hearing
witnesses, experts, or ihe parties, or for inspecticon of goods, preperties or documents.

_ SEC. 10.  Defesnses. — The manufacturer or any other person against whom an
action i brought may deny liability by raising the following affirmative defenses:

a) The alleged non-conformity, defect or condition does not substantially impair
s value neither there is a significant impairment or is & serious safety defect as defined
under this Act; and
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b) The non-conformify is the result of abuse, meglect, or unathorized
modification or alteration of a mator vehicle by a consumer. _ '

QEC. 11. Court Action. — At any time after the mediation proceedings, the
consumer may elect to volmtarily submuit to arbiiration proceedings or bring an action
with the court to enforce the provisions of this Act. i

SEC.12. Award of Damages. — In any action brought by the consumer due to
the failure of the manufacturer to comply with the decision rendered in a dispute
resohmion proceeding or cowrt. order, the consumer shall have the right to recover
attorneys fees, moral and exemplary damages, and other equitable relief as the court
may deems appropriate. _

SEC.13. Prescriptive Period. — Any action bronght to enforce the provisions
of this Act shall be commenced within four (4) years from the date of the original
delivery of the motor vehicle to the consumer.

SEC. 14.  Disclosure on Resale or Transfer of Vehicles or Machinery. — 1f a
motor vehicle or machinery that is rerurned to the manufacturer or distributor either
under this Act or by judgment, decree or award is then transferred o a dealer, the
manufacturer or distributer shall disclose tus information to the dealer prior to any sale,
fease, ar transfer. The manufacturer or distributor shall disclose the same to the Land
Transportation Office (LTO) which shall then inscribe the ownership certificate with
notation “Lemon Bupback” and affix a decal to the vehicle if the manufacurer- knew or
should have known that the vehicle is required by law to be replaced or accepted for
restination due to failure io comply with warranties.

SEC. 15. Tax Refund. — The manufacturer who accepls 8 retumed motor vehicle,
machinery and appliance shall be entitled to a tax refund or credit for the sales taxes paid
on the returned vehicle: Provided, That the claim for the tax refund or credit was made
in accordance with the provisions of applicable tax laws.

SEC. 16. Prohibitions. — Any motor vehicle/ machinery or appliance
manufacturer or seller or lien-holder who reacquires, or assists in reacquiring a motor
vehicle or machinery or appliance whether by judgment, decree, arbitration award,
settlement agreement, or voluntary agreement, is prohibited from:

a) Requiring as a condition of the reacquisition of the motor vehicle, rmachinery
or appliance that a buyer or lessee who 1s a resident of the Philippines agrees not to
disclose the problems with the vehicle experienced by the buyer or lessee or the non-
financial terms of the reacquisition; and

5) Including in any release or other agreement, whether prepared by the
manufacturer, seller or lien-helder for signature by the buyer or lessee, a confidenttality
clause, gag clause, or similar clauses prohibiting the buyer or lessee from disclosing
nfarimation to anyone about the prablems with the vehicle, or the non-financial terms of
the reacquisition of the vehicle by the manufacturer or seller.

Any confidentiality clause, gag clause, or similar clauses in such a release or other
agreement in vielation of this section shall be mul! and void. _

Nothing in this section is intended to prevent any confidentiality clause, gag
Eh;;s?s’ or similar clause regarding the financial terms of the reacquisition of the
vehicle. :
SEC. 17. Consumer Waiver of Rights, - Any agreement entered into by a
consumer for the purchase of 2 new motor vehicle/machinery or appliance  which
waives, limits or disclaims the rights set forth in this Act shall be void as conwary 10
public policy. Said rights shall inure to a subsequent transferee of such motor vehicle.
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QEC. 18.  Lemon Law Righfs Notice. — Any motor vehicle machinery or appliance
seller, manufaciurer, agent or authorized dealer shall notify its buyers of the lemon law
rights provided under Qection 6 of this Act and shall post a written notice of these rights
printed in bold face type, and displayed in conspicuous  places in its sales offices.

SEC. 19.  Penalfies. — AIy person found guilty of violating any of the
provisions of this Act shall he penalized with a fine of not less than One hundred
thousand pesos {P100,000.00) in the case of mator vehicles and machineries and in the
case of appliances the fine equivalent to fifty percent {50%) of the onginal price of the
said appliance. S _

The foregoing penalty shall be without prejudice to any civil or criminal liability
that the offender or the responsible officers of the manufacturer, agent cr authorized
dealer may incur under existing law. If the offender is an alien, he shall be deported
after payment of fine without further deportation proceedings.

In case the offender is a naturalized citizen, he shall, m addition to the penalty
presaribed herein, suffer the penalty of cancellation of his naturalization certificate and
its registration in the civil registrar and immediate deportation after payment of fine.

' Any director, officer, agent of a corporation who shall anthotize, order or perform
any of the acts or practices constituting in whole or m part a violation of the preceding
section, and who has knowledge or notice of non-compliance received by the
corporation from the concemned depariment, shall be subject 1o penalties to which that
corporation may be subject.

In case the vialation i§ committed by, or in the interest of a foreign juridical
person duly licensed to engage in business in the Philippines, such license to engage in
business in the Philippines shall immediately be revoked.

QLC. 20, Assistarice by Other Agencies. — The Lapd Transportation Office,
Bureau of Internal Revenue and other government agencies, political subdivisions and
Jocal government units, including government-owned and controlled corporations, shall
render such assistance as required by the DTL in order to effectively implement the
provisions of this Act. . :

SEC.21. JImplementing Agency. — The Secreiary of Trade and Industry shall
promulgate the necessary implementing rules and regulations within ninety (90) days
from the effectivity of this Act.

SEC.22. Repealing Clause. _All Jaws, decrees, executive orders, issnances,
rules or regulations or paris thereof, which are inconsistent with the provisions of this
Act, are hereby deemed repealed, amended or modified accordingly.

SEC.23.  Separability Clause. — If any provision or pant of this Act is declared
invalid or unconstitutional, the remaining parts or provisions not affected shall remain in
full force and effect.

SEC.24.  Effectivity. — This Act shall take effect fifteen (15) days after its

publication in the Official Gazette or in two (2) naticpnal newspapers: of general
circulation. .

Approved,
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HOUSE BILL No. _4582

Introdyced by Honopable CARMELO F LAZATIN

EXPLANATORY NOTE

The protection of consumers against trade malpractices and from substandard products Is
guaranteed under our 1987 Philippine Constitution. The consumer satisfaction is a measure
of quality standards and services in 2 given product or service. Without this element of
satisfaction from consumers, the expansion of business is affected. Conversely, when there
is a positive consumer satisfaction to & particular product or service, business expands.

Specifically in the auto industry, the prevalence of substandard brand new vehicles in the

local market had caused undue famages to many unsuspecting Filipino buyers. To address
this problem, this propose bill aims to protect consumer protection in buying brand new motor
vehicles by defining rights of the buyer, institution of mechanism for redress and providing

penalties for violations thereof.

In line with the above, the approval of this bill is eamnestly sought,

|/
CARMELOw.

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

Be it enacted by the Senate and House of Representalives of the Philippines in Congress
assembled.

SECTION 1. Short Title. -This Act shall be known as the “Philippine Lemon Law of 2070%

SEC. 2. Declaration of Policy. - It is hareby declared the policy of the State fo promote full
protection fo the rights of consumers in the sale of motor yehicles against sales and trade
practices which are deceptive, unfair or otherwise inimical to the consumers and the public
interest. The State recognizes that a motor vehicle is & major consumer purchase of
investment. The consumer rights should thus be clearly defined including the means for

redress for viclations thereof.
SEC. 3. Definition of Terms. - For purposes of this Act, the following terms shall mean:

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

{b) “Collateral charges’ refars fo the fees paid fo the Land Transportation Office (LTO)
for the registration of 2 brand new motor vehicle and otber incidental expenses, including the
cost of insurance pertaining to the said vehicle.

(c) ‘Comparable motor vehicle™ refers to & motor vehicle that is identical or reascnably
equivalent to the moior vehicie to be replaced, in terms of specifications and values subject
to availability, as the motor vehicle existed at the time of purchase: Provided, That there shall
be an offset from this value for reasonable alowance for its use. -




{d) “Consumer” refers fo any person, natural or juridical, who is 2 purchaser, either by
1 ar credit, of & brand new motor vehicle.

(e} “Dealer” or “Selier” refers to any person other than a2 manufacturer who sells motor
cles to the public. '

{fi “Determination of reasonable allowance for use”, for purposes of this Act,
sonahle aliowance for use” shail mean twenty percent (20%) per annumt deduction from
purchase price, or the product of the distance traveled in kilometers and the purchase
2 divided by one hundred thousand (P100,000.00), whichever is higher.

(g} “Distributor” refers to any persan of entity other than a manufacturer who sells brand
- mator vehicles to their duly authorized dealers or retailers.

(h} “Implementing agency” refers to the Department of Trade and Industry (DTI}.

(i "Lemon Law rights period” refers to the period ending twelve {12} months after the
» of the original delivery of & brand new motor vehicle to a consumer or the first twenty
isand (20,000} kilometers of operation after such delivery, whichever comes first. This
| be the pericd during which the consumer can report any non-conformity, as defined in
ygraph (k) herein, to the standards and specifications of the manufacturer, distributor,
worized dealer or retaiter, and pursue any right provided for under this Act.

() *Manufacturer” refers to a person, partnership, association, corporation or entity
aged in the business of manufacturing or assembling matar vehicles, or of distributing
or vehicles to motor vehicle dealers.

(k) “Motor vehicle™ refers to any seif-propeiled four (4)-wheeled road vehicle designed
sarry passengers including, but not limited to, sedans, coupes, stalion wagons,
vertibles, pickups, vans, sport utility vehicles {SUVs} and Asian utility vehicles {AUVs) but
3pting motorcycles, delivery trucks, dump trucks, buses, road rollers, trolley cars, street
epers, sprinklers, lawn mowers and heavy equipment, such as, but not limited to,
ozers, payloaders, graders, forklifts, amphibian trucks, cranes and vehicles which fun
- on raits or tracks, and tractors, trailers and traction engines of all kinds used exclusively
agricultural purposes. Trailers having any number of wheels, when propelled or intended
ttachment to a motor vehicie, shall be classified as separate motor vehicle with no power

9.

(I} “Non-conformity” refers to any defect or condition that substantially impairs the use,
e or safety of a brand new motor vehicie which prevents it from conforming to the
ufacturer's or distributor's standards or specifications, which cannot be repaired, but
uding conditions resulting from noncampliance by the consumer of his obligations under
warranty, modifications not authorized by the manufacturer or distributor, abuse or

it —5 e _'__ _



neglect, and damage due to accident or force majeure.

(m} “Purchase price” refers to the invoice price or the amount of money which the
dealer or retailer actually received for the brand new motor vahicle, in consideration of the
sale of such brand new motor vehicle.

(n) "Warranty" refers o the written assurance, so labeled, of the manufacturer of a
brand new motor vehicle, including any term or condition precedent te the enforcement of

obligations under the warranty.

(0) "Warranty rights period” refers to the period provided for under the contract of sale
when the manufacturer would guarantee the materials used, workmanship and
roadworthiness of a brand new motor vehicle for ordinary use or reasonable intended

pUrpOSES.

SEC. 4. Coverage. - This Act shall cover brand new motor vehicles with non-conformity
reported by the consumer within twelve (42} months from the date of original delivery to the
consumer or twenty thousand (20,000} kilometers of operation after 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;
(b) Modiifications not authorized by the manufacturer or distributor;

{c) Abuse or neglect of the brand new motor vehicle; and

{d) Damage to the vehicle due o an accident or force majelre.

SEC. 5. Repair Aftempt. — At any time within the Lemon Law rights period and after at least
one (1) separate repair attempt by the same dealer- manufacturer for the same complaint,
the consumer, if unsatisfied with the result of the said repair, may invoke his rights under this
Act.

SEC. 6. Notice of Availment of the Lemon Law Rights. - Before availing of any remedy
under this Act and subject to compliance with the provisions of Section 5 hereof, the
consumer shall, in writing, notify the manufacturer, distributor, authorized dealer or refailer of
the unresolved ‘complaint and the consumer's intention to invoke his rights under this Act
within the Lemon Law rights period.

The warranty bookiet issued by the manufacturer, distributor, authorized dealer or
retailer shall clearly stafe the responsibility of the consumer under this section. # shall
likewise provide the manner and form of such nofice to constitute a valid and tegal notice to
the manufacturer, distributor, authorized dealer or retailer.

SEC. 7. Avaflment of the Lemon Law Rights. - Subsequent to the filing of the notice of
availment referred to in the preceding section, the consumer shall bring the vehicle to the
-dealer from which the vehicle was purchased for a final attempt to address the consumer's




complaints 1o his satisfaction.

It shall be the duly of the manufacturer, distributar, authorized dealer of retailer, upon
receint of the motor vehicle and the notice of non-conformity required under Section 6 hereof,
io atiend to the complaints of the consumer inciuding, as may be Necessary, making the
repairs and undertaking such actions o make the vehicle conform to the standards of
specifications of the manufacturer of distributer for such vehicle.

In case the consumer remains unsatisfied with the dealer-manufacturer's efforls 1o
repair the vehicle, pursuant to the consumer's availment of his Lemon Law rights, the
consumer may fie a complaint before the DT as provided for under this Act: Provided,
however, That if the vehicie is not returned for repair hased on the same complaint within
thirty (30) calendar days from the date of notice of rejease of the motor vehicle 1o the
consumer following this repair atiempt within the Lemon Law rights period, the repair is
deemed successful: Provided, finally, That, in the event the consumer still remains
unsatisfied after the thirty (30) days period but stiil within the Lemon Law rights neriod, the
consumer may be allowed to avall of the same remedies under Sections 5 and b hereof.

Ta compensate for the non-usage of the vehicle while under repair and during the
pericd of availment of the Lemon Law rights, the consumer shall be provided a reasonable
daily transportaticn allowance, an amourt which covers the transpartation of the consumer
from his or her residence 10 nis or her regular warkplace and vice versa, equivalent to air-
conditioned taxi fare or in cuch amount to be agreed upon by the parties, or a senvice vehicle
at the cplion of the manufacturer, distributor, autharized dealer o7 retgiler. Any disagreement
on this matter shall be resolved by the implementing agency provided for under this Act.

Nothing herein shail be cunstriled ta limit or impair the rights and remedies of a
consumer under any other law.

SEC, 8. Remedies for Dispute Resolution. - The DT! shall exercise exclusive and original
jurisdiction over disputes arising from the provisions of this Act, All disputes arising from the
provisions of this Aot shall be settied by the DTi in accordance with the following dispute

resglution mechanisms:
(a) Mediation

(1} The principles of negotiation, conciliation and mediation towards amicable
setlement between the manufacturer or distrbutor and the consumer shall be strictly

pbserved,
(2} In the course of its dispute resalution efforts, the DTI shall endeavor 10

independently establish the validity of the consumer's outstanding complaint. The DTI shall
likewise retain the services of other government agencies or independent private entities in
the ascertainment of the validity of the consumers complaint. Any cost incurred in
astablishing the validity of the consumer's complaint shall be borne jointly by the consumert




and the dealer-manufacturer:

(3} The complaint shall be deemed vaild if it is independently established that the
vehicle does not conform to the standards or specifications set by the manufacturer;

| (4} Upon failure of the negotiation or mediation between the manufacturer or
distributor and the consumer, the parties shall execute a certificate attesting o such failure;
and

{5) At any time during the dispute resolution period, the manufacturer or
distributor and the consumer shall be encouraged 1o settle amicably.

All disputes that have been submitted for mediation shall be setled not later than forty-
five (45) working days from the date of filing of the complaint with the DTI.

{b) Arbitration

(1) In the event there is a failure to seitle the complaint during the mediation
proceedings, the parties may voluntarily enter into arbitration proceedings, likewise to be
supervised by the DT1. The DT1 shall rely on the independent findings as to conformity to
standards and specifications established herein;

(2) In case a non-conformity of the vehicle is found by the DTI, it shall rule in favor of
the consumer and direct the dealer-manufactures to grant either of the following remedies to
the consumer:

() Replace the motor vehicle with a similar or comparable motor vehicle in terms of
specifications and values, subject to availability; or

(i)) Accept the return of the motor vehicle and pay the consumer the purchase price plus
collateral charges.

In case the consumer decides to purchase another vehicle with a higher vaiue and
specifications from the same dealer-manufactures, the consumer shall pay the difference in
cost.

In both cases of replacement and repurchase, the reasonable allowance for use, as
defined in this Act, shall be deducted in determining the vaiue of the non-cenforming vehicle,
and

{3) In case a non-conformity of the vehicle is not found by the DTI, it shall rule in faver
of the dealer-manufacturer and direct the consumer to reimburse the dealer-manufacturer the
casis incurred by the latter in validating the consumer's complaints.

SEC. 9. Determination of Reasonable Allowance for Use. - For purposes of this Act,
‘reasonable allowance for use” shall mean twenty percent {20%) 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 (100,00, whichever is higher.

SEC. 10. Disclosure on Resale. - Should the returned vehicle be made available for resale,
the manufacturer or distributor shall, prior to sale, lease or transfer, disclose to the dealer in
writing that.

(a) the motor vehicle was returned io the manufacturer, distributor, factory or branch;
(b} the nature of the nan-conformity which caused the return, and
(c) the condition of the motor vehicle at the time of the transfer fo the dealer.

It shall be the responsibility of the dealer to make the same disclosure in writing, in
furn, to the next purchaser prior 1o sale. The responsibility of the dealer under this section
shall cease upaon the sale of the affected motor vehicle to the first purchaser.

SEC. 11. Penalty. -The manufacturer, distributor or dealer adjudged to have violated the
provisions requiring disclosure as mentioned in the preceding section shall be liable {0 pay a
minimum amount of One hundred thousand pesos (Php 100,000.00) as damages to the
aggrieved party without prejudice to any civil or criminal liability they andfor the responsibie
officer may incur under existing laws.

SEC. 12. Assistance by Other Agencies. - The DOTC and other agencies, poiitical
subdivisions and local government units, including government-owned and -controiled
corporations, shall render such assistance as required by the DTI in order io effectively
implement the provisions of this Act.

SEC. 13. Implementing Rules and Regulations. - The DTI shall promulgate the necessary
impiementing rules and regulations within ninety (90) days from the effectivity of this Act.

SEC. 14. Separability Clause. - 1f, for any reason, any part or provision of this Act is
dectared invalid, such declaration shall not affect the other provisions of this Act.

SEC. 15. Repealing Clause, - All laws, decrees, executive orders, issuances, rules of
regulations or parts thereof which are inconsistent with the provisions of this Act are hereby
deemed repealed, amended or modified accordingly.

SEC. 16. Effectivify - This Act shall take effect fitteen (15} days after its publication in the
Official Gazette or in two (2) national newspapers of general circulation.

Approved,




