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STATE OF NEW YORK

10000
I N ASSEMBLY
February 24, 2010

Introduced by M of A PHEFFER -- read once and referred to the Comit -
tee on Consunmer Affairs and Protection

AN ACT to anend the general business |law and the vehicle and traffic
law, in relation to requiring an autonobile dealer to pay a specified
anount on the prior credit or |ease balance owing on the vehicle
pur chased or obtained in trade to the lessor, or to the | egal owner of
the vehicle purchased or obtained in trade within twenty-one cal endar
days of purchasing or obtaining the vehicle in trade

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED | N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. Legislative findings. Wen consuners choose to purchase
vehi cl es from notor vehicle dealers that are |icensed by the departnent
of nmotor vehicles, they have a reasonabl e expectation that the deal ers
have sufficient resources to honor their contractual comm tnents.

Mot or vehicle buyers have no reliable way to know i n advance whet her a
not or vehicle dealer is on the brink of insolvency or is on a sound
financi al footing.

When |icensed notor vehicle dealers go out of business they often fai
to pay off liens on vehicles purchased or obtained in trade, as agreed.
When this happens, the lien often reverts to the consuner who traded in
the vehicle. As the consuner has likely not budgeted for this extra car
paynment, the result is often ruinous consequences, including harm to
their credit, repossessions that renmain on their credit reports for
seven to ten years, job losses due to a lack of transportation, hone
forecl osures, and bankruptcy. Such consequences are brought about
through no fault of the consumer.

Honest deal ers are al so adversely inpacted when unscrupul ous notor
vehicle dealers siphon off business and then harmthe credit of their
custoners by goi ng out of business without paying liens, as promsed,
shrinking the autonotive narket at precisely the tinme when it is sound
public policy to expand the market and accel erate sal es of newer, safer,
cl eaner notor vehicles.

S 2. The general business |law is anended by addi ng a new section 198-c
to read as foll ows:

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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S 198-C. AUTOMOBI LE TRADE-1 N PROTECTION. (A) AS USED IN THI'S SECTI ON,
"DEALER" SHALL HAVE THE SAVME MEANI NG AS SUCH TERM I S DEFI NED BY SECTI ON
FOUR HUNDRED FI FTEEN OF THE VEH CLE AND TRAFFI C LAW

(B) WHEN A DEALER PURCHASES OR OBTAINS A VEHI CLE IN TRADE IN A RETAI L
SALE OR LEASE TRANSACTI ON AND THE VEHI CLE IS SUBJECT TOA PRIOR CRED T
OR LEASE BALANCE, ALL OF THE FOLLOW NG APPLY:

(1) I'F THE DEALER AGREED TO PAY A SPECI FI ED AMOUNT ON THE PRI OR CREDI T
OR LEASE BALANCE OWNG ON THE VEH CLE PURCHASED OR OBTAI NED | N TRADE,
AND THE AGREEMENT TO PAY THE SPECI FI ED AMOUNT |S CONTAINED IN A WRI TTEN
AGREEMENT DOCUMENTI NG THE TRANSACTION, THE DEALER SHALL TENDER THE
AGREED UPON AMOUNT AS PROVI DED I N THE WRI TTEN AGREEMENT TO THE LESSOR,
OR TO THE LEGAL OMNER VWHO POSSESSES ACCEPTABLE PROOF OF OWNERSHI P, OR TO
THE DESIGNEE OF THAT LESSOR OR LEGAL OMNER OF THE VEHI CLE PURCHASED OR
OBTAI NED I N TRADE WTHI N TWENTY-ONE CALENDAR DAYS OF PURCHASING OR
OBTAI NI NG THE VEH CLE | N TRADE.

(2) | F THE DEALER DI D NOT SET FORTH AN AGREEMENT REGARDI NG PAYMENT OF
A PRIOCR CREDIT OR LEASE BALANCE ONED ON THE VEH CLE PURCHASED OR
OBTAINED |IN TRADE, IN A VWRI TTEN AGREEMENT DOCUMENTI NG THE TRANSACTI ON,
THE DEALER SHALL TENDER TO THE LESSOR, OR TO THE LEGAL OWER WHO
PCSSESSES ACCEPTABLE PROOF OF OMERSH P, OR TO THE DESI GNEE OF THAT
LESSOR OR LEGAL OMNER OF THE VEHI CLE PURCHASED OR OBTAI NED I N TRADE, AN
AMOUNT NECESSARY TO DI SCHARGE THE PRI OR CREDI T OR LEASE BALANCE OW NG ON
THE VEH CLE PURCHASED OR OBTAINED | N TRADE W THI N TWENTY- ONE CALENDAR
DAYS OF PURCHASI NG OR OBTAI NI NG THE VEHI CLE I N TRADE.

(3) THE TIME PERI OD SPECI FI ED | N PARAGRAPH ONE OR TWD OF THI S SUBDI VI -
SI ON MAY BE SHORTENED | F THE DEALER AND CONSUMER AGREE, IN VWRITING TO A
SHORTER TI ME PERI OD.

(4) A DEALER SHALL NOT SELL, CONSIGN FOR SALE, OR TRANSFER ANY OWNER-
SH P INTEREST IN THE VEH CLE PURCHASED OR OBTAI NED I N TRADE UNTI L AN
AMOUNT NECESSARY TO DI SCHARGE THE PRI OR CREDI T OR LEASE BALANCE OW NG ON
THE VEH CLE HAS BEEN TENDERED TO THE LESSOR, OR TO THE LEGAL OWNER WHO
PCSSESSES ACCEPTABLE PROOF OF OMERSH P, OR TO THE DESI GNEE OF THAT
LESSOR OR LEGAL OMNER OF THE VEH CLE PURCHASED COR OBTAI NED I N TRADE.

(©) A DEALER DCES NOT VI CLATE THIS SECTION | F THE DEALER REASONABLY
AND |IN GOOD FAI TH G VES NOTI CE OF RESCI SSI ON OF THE CONTRACT PROVPTLY,
BUT NO LATER THAN TWENTY- ONE DAYS AFTER THE DATE ON WH CH THE VEH CLE
WAS PURCHASED OR OBTAINED IN TRADE, AND THE CONTRACT IS THEREAFTER
RESCI NDED ON ANY GROUNDS AUTHORI ZED BY LAW

(D) (1) EVERY VIOLATION OF THI S SECTI ON SHALL BE DEEMED A DECEPTI VE
ACT AND PRACTICE SUBJECT TO ENFORCEMENT UNDER ARTI CLE TVENTY- TWO- A OF
TH' S CHAPTER. I N ADDI TI ON, THE DI STRI CT ATTORNEY, COUNTY ATTORNEY, AND
THE CORPORATI ON COUNSEL SHALL HAVE CONCURRENT AUTHORI TY TO SEEK THE
RELI EF | N PARAGRAPH TWO OF THI'S SUBDI VI SION, AND ALL CVIL PENALTIES
OBTAINED [IN ANY SUCH ACTION SHALL BE RETAI NED BY THE MUNI Cl PALI TY OR
COUNTY.

(2) I'N EVERY CASE WHERE THE COURT SHALL DETERM NE THAT A VI CLATION OF
TH'S SECTION HAS OCCURRED, | T MAY | MPOSE A CIVIL PENALTY OF NOT LESS
THAN ONE THOUSAND DOLLARS NOR MORE THAN TWO THOUSAND DOLLARS FOR EACH
VI OLATI ON.  SUCH PENALTY SHALL BE I N ADDI TI ON TO THE DENI AL OF REG STRA-
TI ON OR RENEWAL, SUSPENS|I ON OF REG STRATI ON OR REVOCATI ON OF REQ STRA-
TION OR ASSESSMENT OF A FI NE AUTHORI ZED BY SUBDI VI SI ON NI NE OF SECTI ON
FOUR HUNDRED FI FTEEN OF THE VEH CLE AND TRAFFI C LAW

(3) NOTHING IN THI'S SECTI ON SHALL BE CONSTRUED TO RESTRI CT ANY RI GHT
VWH CH ANY PERSON MAY HAVE UNDER ANY OTHER STATUTE OR THE COVMON LAW
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(E) ANY PERSON WHO | S CONVI CTED OF KNOW NGLY VI OLATI NG PARAGRAPH FOUR
OF SUBDI VISION (B) OF THI'S SECTI ON SHALL BE GUILTY OF A CLASS A M SDE-
MEANOR.

(F) I'F ANY PART OR PROVI SION OF THI S SECTI ON OR THE APPLI CATI ON THERE-
OF TO ANY PERSON OR Cl RCUMSTANCES BE ADJUDGED | NVALI D BY ANY COURT OF
COVPETENT JURI SDI CTI ON, SUCH JUDGMVENT SHALL BE CONFINED IN ITS OPER
ATIONS TO THE PART, PROVI SI ON OR APPLI CATI ON DI RECTLY | NVOLVED I N THE
CONTROVERSY | N WHI CH SUCH JUDGMVENT SHALL HAVE BEEN RENDERED AND SHALL
NOT AFFECT OR | MPAIR THE VALI DI TY OF THE REMAI NDER OF THI S SECTI ON OR
THE APPLI CATI ON THEREOF TO OTHER PERSONS OR Cl RCUMSTANCES.

S 3. Subdivision 9 of section 415 of the vehicle and traffic law, as
anmended by chapter 7 of the laws of 2000, is amended to read as foll ows:

9. Suspension, revocation and refusal to issue or to renew a registra-
tion. The commi ssioner or any person deputized by him may deny the
application of any person for registration wunder this section and
suspend or revoke a registration under this section or refuse to issue a
renewal thereof if he or such deputy determ nes that such applicant or
regi strant or any officer, director, stockholder, or partner, or any
ot her person directly or indirectly interested in the business:

a. Has nade a material false statenent in his application; or

b. Has used or permtted the use of nunber plates contrary to |aw, or

c. Has been guilty of fraud or fraudul ent practices, or has practiced
di shonest or m sl eadi ng adverti sing; or

d. Has failed to conply with any of the rules and regulations of the
comm ssioner for the enforcenent of this article or with any provision
of this chapter applicable thereto; or

e. Has wilfully violated any provisions of the notor vehicle retai
instalment sales act [or], the notor vehicle retail |easing act OR
SECTI ON ONE HUNDRED NI NETY- El GHT- C OF THE GENERAL BUSI NESS LAW or

f. Does not have a place of business wthin the nmeaning of this
section; or

g. Has been convicted of any crine involving dishonesty or deceit; or

h. Was the forner holder, or was an officer, director, stockholder, or
partner, in a corporation or partnership which was the former hol der of
a dealer's registration, which was suspended or revoked by the conmm s-
si oner.

S 4. This act shall take effect on the ninetieth day after it shal
have becone a | aw



