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EXPLANATORY MOTE

There are a oreal nomber of conszumers engaged in re ntal-purchasa
iransactions. Unfoillunately in many instances, thess fransaclions have taken place,
without adequate disclosures and other protections to consumers who most of the fima

irns oul to hecome victims of unprinciplad businassmen.

This measure seeks o assure meaningful discloswres of the iamns of renial-
surchase agraement, which includes disclosure  of all costs under an agreemaent, as
wall as providing an enumearation of substantive rights availobis to consumars,
= “Iﬁ

The proposed bill is in keeping with the policy enshrined in the 1987 Constitption

Article 2, Section 5 which caclares:
“Tha maintenance of peace and ardar, the protection of lile, libarty and properly, 2nd

the 1)rm=|m.nn of the general u,lmm are essential for the enisyiment by ﬁ!l 1..r naopls
af the blessings of democracy.

in view of the foregoing, mmediate passage of this bill is hereby soughl

MARCELINO “MARCY” R. TEODORO
Representative, 1% District
City of Marikina
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AR ACT '

TO ASSURE MEANINGFUL DISCLOSURES OF THE TERMS OF RENTAL
PURCHASE AGREEMENT, INCLUDING DISCLOSURES OF ALL COSTS TO

COMSUMERS UHDER SUCH AGREEMENT AND TO PROVIDE CERTAIN

SUBSTANTIVE RIGHTS TO CONSUMERS UNDER SUCH AGREEMENTS ©

Be it enacled by the Senate and House and Representatives of the Philippines
in Cangress assemblad:

SECTION 1. Shaort Titla. - This Act shall be known a3 the "Consumer Disclosure
and Raental Purchase Agraement Act.”

SECTION 2. Purpose. - The purpose of this Act are;

(A) To assure meaningful disclosure of the tarms of the terms of rental-purchase
agreement, including disclosure of all cosis lo consumears under such agreements, and

{B) To provide certain substantive rights o consumers who enter into rent-
purchase agréements,

SECTHOM 3. Definition. — For purposas of this Act.

(&) The term “advarlisement” means a commercial message in any meadium that
promotes, directly, a ranlalpurchase agreement bul doss not include price tags,
window signs, or cther in-store merchandising aicds,

{B) The lerm “agriculivral purpose” includas;

1. the production, harvest, exhibilion, marketing, transformation, processing, or
maniifactura of agriculiural products by a natural person who cultivates plants or
propagates or nurtures agricullural producis; and

the acquisition of farmlands, real properly with a form residence, or personal
property and service used primarily in farming.

P

(C) The term "consumer” means a natural persen who is offered or enters into a
rental purchase agreament.

(D} The term “dale of consummation” means the dats on which a consumer
becomes contraciually obligated undar a renlal-purchase agreement.

(E} The term "merchant” means a person who provides the use of property,
through a rental-purchase agreemeant in the ordinary course of business and to whom &
consumer's initial obligation under the agreemant in pavabla. ' :



{F} The term “rental-purchase agreement” means a contract betwean consumer
and a merchant- et

under which the merchant agress fo provide the consumer the use of ths
parsonal property for an initial period of four (4) months or less;

that 1s automatically renewable with each payment by the consumer; and

thai permits but does not obligate lhe consumer to become the owner of ithe
property .

e
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SECTION 4. Exempted Transaction. - This Act does not apply 1o rentai
purchase agreemeant primarily for business, commercial | or agriculfural purpose, of
whose made with Government agencias or insirumantalities.

SECTION 5. General Disclasure Reguiraments -

(A} IN GENMERAL - The morchant under a rantal -purchase aﬂrﬂement &;':mil
disclose o consumar m.flar the agreement the information by Seclion 6,7, and 8. In as
agreement invelving more than 1 merchant, only 1 merchant is rec‘qa_urr,{.f io make the
disclosures.

(B} DISCLOSURE - The disclosure required 6 and 7 and the agresmsnt
provision reguired e he inclodaed undear saction 8 shall be madea or includad--

1. ator befors the dade of consummation of the rantal -purchase agreemant;

2. clearly and conspicucusly in writing and in a form that the consumer may koap;
and

3. in case of disclosurss required under Section 6, segregated from sl other tarm,

data, or information provided 1o the consumer.

(&) INACCURACY — If a disclosure requirad o be made by a merchant &2 3
consumer under section § becomes inaccurale as the result of any mutual *,-*J.,‘-:f,r*:
agreemeant bebwean the merchant and such consumear ocourring after delivery of ihe
required disclosure (o such consumer undar this tifle | the resulting inaccuracy is .—.“t o

violation of this Tilla.
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SECTION 6. Rental- Purchass Agreement i‘;ii’-;r.!:'ﬁ:-“-
purchase agreesment, the merchant shall disclose (o ths
applicabla, under the agraement the following:

o
&)

_ {A) The amount of the first pavment and the foial amount of faes,  taxss
ar other charges which may be required at or before the date of CGHSermatiun: of
ihe agreemani; : &

(B} The amount and Bming of rantal paviment:;

() The wtal number and tetal amount of rental payment  necassary o

acnuire ownership of the propsrty

(D} A statement thal the consumer will not own the proparty until the
consumer has paid 1.!‘.-& total amount necessary (o acquired ownership;

(E} A disclosurs, to the axlent ap:'!ira'*lﬁ., Hhat the otz dallar amount of

payment does not include other fees or chargss, such asa delivery  fee, an  initial
processing fee, taxass, or othar fees or charges wEu(.u 1.45* e  payable under ths
agreament. SBuch fees and charges shali he eeparataly slentified i tha

afreameant;

{F} A statement that tha consimear mav be responsible for he fair market



value of the praperty if it is lost, stolen, damage, or destroved;

(G A ostatement indicating whether the property is now new or Lised
exceot a statement indicating that new property is not a violation of this Titls;

(HY A statement of -

(1) The manufacturer's suggested relail price, where  applicable: o
{1} The price for which the property is available from the
merchant in a cash sale.

(A clear statement of the twwims of the consurmer's option o
actuire ownearship; :

() A staiements-

1. ldenlifying the party responsible for maintaining ar servicing the 1_'1;':.':;5»:—"”'11;
while it iz hainn ranted, ' AR
2. Describing the IF'C;!‘.IGJ‘l"aI" lity for.maintenance or sarvice: and
3. Disclosing that if any parl of a manufacturer's exprass warranty covers the
propey at lhe lUmea the consumer acquires ownership of the property, U
warranty will he ansferrad o the consumer if allowed by the lerms of the
warranty

(K} The date of constummation of the transaclion and the identities of the
marchant and consumer

(1) Late fers for pasl due renial charges.
SECTION 7. Point of Rental Disclosures -

(A ) IN GERERAL - Except as provided in subsection (B, each itam of property
or each set of items, il offared as a sel or displaved or LaFr:,rerf in connecticn with a
rental-purchase agresments, shalt have displayed on or naxt to it a card, tag ar Iahr;i
thal claarly and conspicuously discloses onty of the following:

(13 A brief description of lhe praperty;

(2) Whether the proparty is new or used;

{3) The cash price of the property;

Mn The amount of each rental paymenit;

fJ}ThL folal numiber of rental paymants necessary o L|-"’1[_g,rf:- OV ,Qrﬂh;rj of tha
}'JIDﬂeri‘..-

i6] The total amount of renlal payments nacessary o acquire ownership of the
property,

(B) EACEPTION - A merchanl may make the disclosurs r require by subsection
(1) in the form of a list or catalogus which is readily availahle to the customer if the
merchandise is not d %r layed in the merchant's showroom or if displaying a tag would
he impractical due 1o the size of the merchandise.

SECTION 8. Agreement Provisicns, -
(A) IN GENERAL - Each rental-purchass agrasments shall -
{1) Frovide a statement of any ohligation « of he consumer 2nd the merchant. |.||rd'?|'

the agrecment o repair any defect or maliunction of the property covered LJJ, the
agraements. any imitation of those fI;-.. iations; ke



{2} Provide that the consumer may terminate the agreements without pfmaii“
voluntarily surrendering or retuming the property coveraed by the agreemant upo
expiration of any lerm; and

31 Contain a provision for reinstaiement of the agreemeant, which at a minimum -
{a) permils a consumer who fails 1o make a timely rental renewal payment o
reinslale the agreemaent, without losing any rights or option which exist under the
agreement, by lhe payment of all past due charges and any late fee and payment
for the next rental ferm within seven (7} business days after the ranewal date if
the consumers pays monthly | orwithin three (3) business days afler the renawal

date if the consumer pays more frequently than manthly;

() §f the consumer returns or voluntarily surrenders the properly covered by the
agreement, other than through judicial process, during the spplicabls
reinstatement parod set forth In subparagraph {1), permils he consumear to
reinstate the agreement during a period of at least thirty (30) days afler the daic
of the reiurn or surrender of the proparty by the payment of all past due renial
charges, and any applicable redelivery, repair , or late fees and a paymenis for
the next rental; and

{c) if the “ﬂneL-rPH has paid sizty percent (60%) or more of the total amount of
pa“me nts necassary to acguire awnership of the property, other than due 1o
judicial pracess, during the applicable reinstalemant period set forth in parz u.1r’1| ih
(1), permits the consumer to reinzlale the agresment during a pemd ot al isas
nine (5) davs aftar the date of the re iurn of the property by the payvments of 2l
past dua rantzl chargas and any applicable raedslivary, repair, or lata fzes and a
paymant for the next rental tarm.
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(B} CONSTRUCTION - Subsection {A) shall not be construed to pravent a
merchant from attempting 1o repossass Hmp.,.i; during the reinstalameant periad
sursuant to subsechion .‘"‘uuna]._ bui such a repossession does not affact tha
consumers  righl fo reinstate. Upon reinstatement, the mearchant shall orovide ths
consumear with the same properly, IF available; i i is ol availabls the m-,-,:d”-ﬂ‘ shall
substilule property of comparable quality and condition.

SECTION &, Prohibited Inclusion. - A renial-purchase agresment may not
contain-(A} a confession of judgmeant;

{A) A confession of jidgmeant;
(3} A negotiable instriment;

(C) A security intercst or any other claim of property interest in any goods, excabt

"!

those goods the use of which is Jnmlrrekl by the merchant pursuant to the f__{,rnEan;-;r;Lgﬁ

() A wage assignment; or

() A waiver Iy the consumer of a claim or defanse.

SECTION 10. Statements of Accoimts, « A merchant shall be required upon
request by the consumer to provide & quarsry statemant.

SECTION 11. Renegotiations and Exlensions. - A renegotiations of the renal-
purchase agreemant is desmed o be a new agreaments for purposes of ihis Aci,
Juiring new disclosuras under Section F-. A renn;*—qo'ré;ﬂim shall be considered to oacur
whnen an existing r;’:ut-n purchase agree nt 15 salisfied and replaced by a new
agreemant undertaken by the same rner“I Fyvants such as the following shall not be
treated as renﬂgméiarionﬂ. :

{A) The additicn or return of property in a millipla-item agreement or the

1



subslitution of property, if in either c:"-aqe the average payment allocable o a payment
period is not changed tw more than twenty-five percent (25%).

(B) A deferral or extension of one or maore periodic payments, or portions of a
perodic paymenls.

() A reduclion in changes in the agreement.
() An agraement involving a courl proceeding,
(E) Any ather avent described in regulations prescribad by the Board.
SECTION 12. ﬁenrai- Purchase Advertising.-
{A) ADVERTISEMENTS — If an advertisement rafers to or states the amount; o
any payment and the right o acquire ownarship for any specific item, the mearchant that
iakes the advertisement shall also clearly and conspicuously  slale | in, e
advertisemeant the following items: ;
(1) The lransaction advertized is a rentab-purchasa agreemeant; W
(2) The Total numbar and total amoint of rental payments necessary 1o acgdire
ownership under the agreement; and

{3) The consumer achuires no ownership is not paid.

(BY LIABILITY — TWne owner or personnal of any medium in which an

advertisement appeaars or through which it 5 dissaminated shall not he liable for 2
violation of subseaction (A}

(C) COMSTRUCGTEOM - Siibsection (A} does not apply to an adverlisemeant

wihich -

1. is published in the vellow pages of a telephone diractory or in any similar
diractory of busingss, ar
is displavead in the merchant’s place of business,

o]

SECTION 13. Civil Liability. -

(A LIABHTY AMOUNT — Bxecept as otherwise provided in this Act, a msrchant
who willfully vinlates this Act with respect to the consumer is liable to the consumer in
an amount aqual o the following:

{1} In an action by an individual consurnear, the sum of -

{a) actual damages sustainad by the consumer as a result of the violation;

and
{b) not less than Five thousand Pases (PS5 004.00).

(3} STATUTE OF LIMITATIONS

1. ACTIONS - An action may be brought in & court of comipetent jurisdiction at any

time bt not I'*'Il""!' than one vear of the aate of the occurrence of the violation.
2. CONSTRUCTION - This subsection does not bar a consumers from asserling a
violation of this hﬁt‘: inan action @ collact & debit brought more than one vear

after the date of the occurrenca of the viclation as a malter of aefense b‘u
recoupment or set off, except otherwise provided by law,

(C} OFFSET - : o



1. LIMITATION - A consumer may niot take any action lo offset any amount’
which a merchant is potentially liable under subsection (1) against any amoun
owed by the consumer, unless the amount of the merchant's liability has la\,-; ;
determined by judgment of a court of competent Jurisdiction in action which the
rerchant was a pariy.

"J

2. CONSTRUCTION - This subsection doss nol bar a consumer who ig in default
on the obligation from asserting a violation of this Act as an original action, or as
defanse of countarclaim to an action broughi by the merchant to collect amounts
owed Dy the consumer.

SECTION 14, Gefonses. - A merchant is not liable -

(A) Under Section 13 for a viclalion of the requirements of Section 6 if within
fifteen (15) days afier first having knowladge of the violation, and before an action under
Sec dinn 13 Is filad or written notice of the viclation and makes whatever adjustments is
in the account are nacassary that the consumer will nol he requirad to pay an amount in
cxcess of the amourts actually disclesad;

wpy

{B) Under this Act for & '-Jii'Ji"iHﬂl'i-if the merchant establishes, and al the limes o
the violation s implementing, procedurgss reasonably caloculated to provided th
violation.

o

SECTION 156 Liability of Assignees,

{&) ASSIGNEES ~ For purposas of Seciion 13 and 14 and this Saclion, the term
“marchant” inciudes an assignee of a marchant, Howevar, an aclion under Saction 13
for a wviclation of this Act may ba broughi against an assignae only i the vislation iz
apparent en the face of the renlal-purchase agreements to which it relates. A violation
apparent in lha face of o rental- purchasa agreemant incliaes a disclosures that can be
determined o ba incomplats or inacourats from the face of the agreement. An assignes
has no liability in & case in which the assignmant is involuntary,

f:

(B) CONSUMER ACKMOWLEDRGEMENT — in any aclion by or against a
assignee, the consumeai's wiilten acknowledament of recaipl of a disclosurs ghall i_—.
conclusive proof thal the disclosura was made, If the assignes had no knowladgs th_c:t
the disclosure had not baan  made when he assigngs acquirad the rental-plrchase
agreaments to which it relates. ; i

.'_T_‘,

g

SECTION 16, Reguiaticn and Enforcemeni.-

(A IR GEMERAL — The Seoielary of Trads and Industry shall issue raodat ians
to carry out the purpnsas of this Acl, o prevent its circumvention, and to facilitate
compliance with its requiremenls. The regulations may contain classification and
differentiations and may provide for adjustmeants and exceplions for any class of
transaction,

(&) [‘u"]f“i_-JF:i 5 — The deparimant shall publish model disclosure forms and clausas
to facilitate compliance with the disclosure requirements of this Act and to aid
consumers  in understanding  transaction undar rental-purchase agreements. i
designing forms, he depantment shali consider the use by merchanis of dais
processing of similar automaled equipmant. Uses of the models shall be option, A
merchant who property uses the maodal disclosure forms shall be deemed i be in
compliance with the disclastire requiraments.

(C) EFFECTIVE DATE OF REGULATIONS — Any requlations issued, or any



amendment or interpretation thereof, shall nm be effective before the October 1 that
follows the date of promulgation by a least six (6) months. The Secrelary may at its
discretion lenglhen that period of tims o pemlt merchanis to adjust their forms o
accommodalion new requirements.  The Secretary may also shorten than peru_m O
time, notwithstanding the first sentence, if it makes a specilic finding thal such aclicn is
necessary o mmplu with the findings of a courl or to prevent unfair or dr_.ECI_athlf,
practices. In any case, merchants may comply with any newly promulgaled disclosure
requirements prior to its effective date.

(D) EMFORCEMENT — The Department shall enforcement the requirement oF
this Act. The authority of Section 10 shall apply with respect to the ﬁwfmrl,olm,m of such
requireaments

SECTION 17. Effect on Government Agencies. - Mo civil liability o crimine
panalty under this Act may be imposed on he govarmment or any of its deparlmen
agencies, or political subdivision. 4 |

SECTION 18, Separability Clause. - If any provision or part hereof, ‘s’ held
imvalid o unconstituticonal, the e |'"|m"1£||:=-| of tha law or the provision not other m i1z

affacted shall remain valid and subsisiing. i

SECTION 19, Repealing Clause. — All I3 s, riiles and regulations inconsistant
with this &ct ara haroby repealed or modified ascordingly.

SECTION 20, Eifectivity Clauss. - This Acl shaill lake effect fillsen {15) days
after its publication in at least two {2) nawspapers of ganaral circulation.

Approved,



