Guiding Case No. 17: Zhang Li v. Beijing Heli Huatong Auto Service Co.,
Ltd.(Sales contract dispute)

(Issued on November 8, 2013, as adopted by the Judicial Committee of the Supreme
People's Court after deliberation)
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Judgment's Key Points

1. A fraud dispute arising from the purchase of an automobile in household consumption
may be settled in accordance with the Law of the People's Republic of China on the
Protection of the Rights and Interests of Consumers.

2. Where an automobile seller promises the sale of a new automobile that has never been
used or repaired to a consumer, and the consumer finds after the purchase that the
automobile is a used or a repaired one, if the seller cannot prove that it has fulfilled the
obligation of notifying the consumer of the fact and the consumer has recognized the fact,
the seller commits a sales fraud. If the consumer claims damages against the seller in
accordance with the Law on the Protection of the Rights and Interests of Consumers, the
people's court should support such a claim.

Relevant Legal Provisions
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Article 2 and paragraph 1 of Article 55 (Article 49 before amendment on October 25, 2013)
of the Law of the People's Republic of China on the Protection of the Rights and Interests
of Consumers.

Basic Facts

On February 28, 2007, plaintiff Zhang Li purchased a Chevrolet Epica car from defendant
Beijing Heli Huatong Auto Service Co., Ltd. (hereinafter referred to as “Heli Huatong”) at
the price of 138,000 yuan. They entered into an Automobile Sales Contract, Article 7 of
which provided that: “the Seller undertakes that the car to be purchased by the Buyer is
new, all necessary inspection and cleaning have been completed before delivery, the
mileage indicated on the vehicle's odometer is 18 km, and the car complies with all
specifications and indicators as listed in the accompanying documents delivered with the
car by the Seller to the Buyer ...” On the signing date of this Contract, Zhang Li paid Heli
Huatong the purchase price of 138,000 yuan for the automobile, as well as the vehicle
purchase tax of 12,400 yuan, one-stop service fee of 500 yuan, and insurance premium of
6,060 yuan. On the same day, Heli Huatong delivered one Chevrolet Epica car to Zhang
Li, and Zhang Li underwent the motor vehicle registration formalities for the car. When this
car was at Heli Huatong for maintenance on May 13, 2007, Zhang Li discovered that this
car was once repaired on January 17, 2007.

At trial, Heli Huatong admitted that the car purchased by Zhang Li once sustained
scratches during transportation and was repaired on January 17, 2007, and the repair
items included the right front fender paint spraying, right front door paint spraying, and
right rear fender paint spraying, and the metal plates of the right front door, right rear
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fender, and right front fender. The bottom edge buckle, fuel tank flap, and front fender
lamp assembly were replaced in the repair. The person who sent the vehicle for repair
was a salesman of this company. Heli Huatong argued that it clearly informed Zhang Li of
the previous repair of the vehicle at the time of purchase and offered her a substantial
discount because of it. The sales price of this car should be 151,900 yuan, but upon
negotiation, the actual sales price was 138,000 yuan, with some free decorations. To
support these facts, Heli Huatong provided the vehicle repair record and a copy of the
vehicle delivery inspection certificate with the signature of Zhang Li dated February 28,
2007. In the remarks column of the certificate, it was noted that “Filled with 1/4 tank of
gasoline, plate spraying repair on the right side, and sold at an agreed price.” Heli
Huatong indicated that the inspection certificate was retained by this company and Zhang
Li did not have a copy of it. As for the above two pieces of evidence provided by Heli
Huatong, Zhang Li raised no objection to the vehicle repair record, and confirmed her
signature in the vehicle delivery inspection certificate, but insisted that Heli Huatong never
informed her in the sale of the car of the previous repair and there were no such words,
“plate spraying repair on the right side, and sold at an agreed price,” in the remarks
column when she signed the certificate.

Judgment

In October 2007, the People's Court of Chaoyang District, Beijing Municipality issued a
civil judgment (No. 18230 [2007], First, Civil Division, Chaoyang): (1) The Automobile
Sales Contract signed by and between Zhang Li and Heli Huatong on February 28, 2007,
should be revoked. (2) Zhang Li should return the Chevrolet Epica car purchased to Heli
Huatong within seven days from the effective date of this judgment. (3) Heli Huatong
should refund the vehicle purchase price of 124,200 yuan to Zhang Li within seven days
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from the effective date of this judgment. (4) Heli Huatong should compensate Zhang Li for
the purchase tax of 12,400 yuan, service fee of 500 yuan, and insurance premium of
6,060 yuan within seven days from the effective date of this judgment. (5) Heli Huatong
should additionally compensate Zhang Li in an amount equal to the vehicle purchase price
of 138,000 yuan within seven days from the effective date of this judgment. (6) The other
claims of Zhang Li should be dismissed. After the pronouncement of this judgment, Heli
Huatong filed an appeal. On March 13, 2008, the No. 2 Intermediate People's Court of
Beijing Municipality issued a civil judgment (No. 00453 [2008], Final, Civil Division, No. 2
Intermediate, Beijing) to dismiss the appeal and uphold the original judgment.

Judgment's Reasoning

In the effective judgment, the court held that: Plaintiff Zhang Li purchased an automobile
for her own use in everyday life, and defendant Heli Huatong had no evidence that her
purchase of the automobile was for business or any other non-household consumption.
Therefore, Zhang Li's purchase of the automobile was household consumption, to which
the Law of the People's Republic of China on the Protection of the Rights and Interests of
Consumers should apply.

In accordance with the Automobile Sales Contract signed by both parties, the vehicle
delivered by Heli Huatong to Zhang Li should be a new car without any repair record. The
vehicle sold in the case was once repaired before delivery, as a fact recognized by both
parties. The focal dispute in this case was whether Heli Huatong had fulfilled its obligation
of prior notification.

The reduced or discounted sales price of the vehicle and the free decorations were
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common sales strategies adopted by car dealers and were also the results of negotiation
between both parties. It could not be inferred therefrom that Heli Huatong had offered a
reduced or discounted price to Zhang Li on the basis of informing her of the defects in the
car. The vehicle delivery inspection certificate with the signature of Zhang Li submitted by
Heli Huatong was retained by Heli Huatong only, and the words in the remarks column
were handwritten by different persons of the company. This inspection certificate was not
recognized by Zhang Li. It was insufficient to prove that Zhang Li was informed of the
previous repair of the car. Heli Huatong's defense that it had fulfilled its obligation of
informing Zhang Li of the defects in the car should not be supported. It should be
determined that Heli Huatong committed a fraud by concealing the defects in the car when
selling it and should refund the vehicle purchase price and compensate Zhang Li in an
additional amount.
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