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STATE OF NEW YORK

3774
2009- 2010 Regul ar Sessi ons
I N SENATE
March 31, 2009

Introduced by Sen. KLEIN -- read twi ce and ordered printed, and when
printed to be comritted to the Conmittee on Consuner Protection

AN ACT to anend the general business law, in relation to the definition,
sal e and operation of franchises

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

Section 1. Subdivision 3 of section 681 of the general business |aw,
as added by chapter 730 of the Iaws of 1980 and paragraph (b) as amended
by chapter 87 of the laws of 1981, is amended and a new subdivision 19
is added to read as foll ows:

3. "Franchise" nmeans a contract or agreenent, either expressed or
i mplied, whether oral or witten, between two or nore persons by which:

(a) A franchisee is granted the right to engage in the business of
offering, selling, or distributing goods or services under a marketing
pl an or system prescribed in substantial part by a franchisor, and [the
franchisee 1is required to pay, directly or indirectly, a franchise fee,
or]

(b) [A franchisee is granted the right to engage in the business of
offering, selling, or distributing goods or services] THE OPERATI ON OF
THE FRANCHI SEE' S BUSI NESS PURSUANT TO SUCH A PLAN OR SYSTEM | S subst an-
tially associated with the franchisor's trademark, service nmark, trade
nane, | ogotype, advertising, or other conmercial synbol designating the
franchisor or its affiliate, and [the]

(C© THE franchisee is required to pay, directly or indirectly, a fran-
chise fee.

A franchise wunder this article shall not include any agreenent,
contract, or franchise subject to the provisions of article eleven-B of
this chapter or section one hundred ninety-nine of this chapter, or any
agreenent or contract for the sale of notor fuel.

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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19. "BUSI NESS OPPORTUNI TY" MEANS A BUSI NESS OPPORTUNI TY AS THAT TERM
IS DEFINED BY THE FEDERAL TRADE COVMM SSION |IN 16 CFR PART 437, AS
AVENDED FROM TI ME TO TI ME.

S 2. The general business |law is anended by addi ng a new section 683-a
to read as foll ows:

S 683-A. BUSINESS OPPORTUNITY NOTICE. 1. IT SHALL BE UNLAWUL AND
PROHI Bl TED FOR ANY PERSON TO SELL OR OFFER TO SELL IN THI S STATE A BUSI -
NESS OPPORTUNI TY UNLESS AND UNTI L SUCH PERSON FILES A NOTICE WTH THE
DEPARTMENT OF LAW AND COWPLI ES W TH THE FEDERAL TRADE COWM SSI ON DI SCLO-
SURE REQUI REMENTS UNDER 16 CFR PART 437 AS AVENDED FROM TI ME TO TI ME.
THE FORM OF NOTI CE SHALL BE PRESCRI BED BY THE DEPARTMENT OF LAW THE
DEPARTMENT OF LAW SHALL NOT REQUI RE THE SELLER TO FI LE MORE THAN THE
FOLLOW NG | NFORMATI ON:

(A) THE NAVE OF THE SELLER.

(B) THE NAMVE UNDER WHI CH THE SELLER | NTENDS TO DO BUSI NESS.

(©) THE SELLER S PRI NCI PAL BUSI NESS ADDRESS.

(D) I'F THE SELLER IS NOT DOM Cl LED I N NEW YORK, A CONSENT TO SERVICE
OF PROCESS.

(E) A REFERENCE TO THI S SECTI ON.

2. THE SELLER SHALL | MVEDI ATELY NOTIFY THE DEPARTMENT OF LAWOF A
CHANGE | N THE | NFORMATI ON CONTAI NED | N THE NOTI CE.

S 3. Section 684 of the general business |law is anended by adding two
new subdi visions 7 and 8 to read as foll ows:

7. THE OFFER OR SALE OF A FRANCHI SE SHALL BE EXEMPT FROM THE REG STRA-
TION AND DI SCLOSURE REQUI REMENTS UNDER SECTI ON SI X HUNDRED EI GHTY- THREE
OF TH S ARTICLE | F THE OFFER OR SALE IS MADE TO A PERSON WHO IS NOTI A
RESIDENT IN TH S STATE, THE FRANCHI SE W LL NOT BE OPERATED | N NEW YORK
AND THE OFFEROR FI LES A NOTI CE W TH THE DEPARTMENT OF LAW BEFORE THE
SALE OF THE FRANCH SE OR WTH N TH RTY DAYS THEREAFTER. THE FORM OF
NOTI CE SHALL BE PRESCRI BED BY THE DEPARTMENT OF LAW THE DEPARTMENT OF
LAW SHALL NOT REQUI RE THE OFFEROR TO FI LE MORE THAN THE FOLLOW NG | NFOR-
MATI ON:

(A) THE NAVE OF THE OFFEROR

(B) THE NAME UNDER WHI CH THE OFFEROR | NTENDS TO DO BUSI NESS OR | S
DO NG BUSI NESS.

(©) THE OFFERER S PRI NCl PAL BUSI NESS ADDRESS.

(D) A REFERENCE TO THI' S SECTI ON.

THE OFFEROR SHALL | MVEDI ATELY NOTI FY THE DEPARTMENT OF LAW OF A CHANGE
I N THE | NFORMATI ON CONTAI NED | N THE NOTI CE.

8. THE OFFER OR SALE OF A FRANCHI SE SHALL BE EXEMPT FROM THE REG STRA-
TI ON AND DI SCLOSURE REQUI REMENTS UNDER SECTI ON SI X HUNDRED EI GHTY- THREE
OF TH S ARTICLE | F THE OFFER | S FOR THE GRANT OF MASTER FRANCHI SE RI GHTS
TO A SINGLE SUBFRANCHI SOR AND THE OFFEROR FILES A NOTICE WTH THE
DEPARTMENT OF LAW BEFORE THE SALE OF THE FRANCHI SE OR W THI N THI RTY DAYS
THEREAFTER. THE FORM OF NOTI CE SHALL BE PRESCRI BED BY THE DEPARTMENT OF
LAW THE DEPARTMENT OF LAW SHALL NOT REQUI RE THE OFFEROR TO FI LE MORE
THAN THE FOLLOW NG | NFORMATI ON:

(A) THE NAVE OF THE OFFEROR

(B) THE NAVE UNDER WHI CH THE OFFEROR INTENDS TO DO BUSINESS OR IS
DO NG BUSI NESS.

(©) THE OFFERER S PRI NCl PAL BUSI NESS ADDRESS.

(D) |F THE OFFEROR IS NOT DOM CI LED | N NEW YORK, A CONSENT TO SERVI CE
OF PROCESS.

(E) A REFERENCE TO THI S SECTI ON.

THE OFFEROR SHALL | MVEDI ATELY NOTI FY THE DEPARTMENT OF LAW OF A CHANGE
I N THE | NFORMATI ON CONTAI NED | N THE NOTI CE.
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S 4. Subdivision 1 of section 694 of the general business law is
anmended by addi ng a new paragraph (d) to read as foll ows:

(D) THE FEE FOR FILING A NOTICE UNDER SECTION SIX HUNDRED
El GHTY- THREE- A OF THI S ARTI CLE, OR UNDER SUBDI VI SI ON SEVEN OR EIGHT OF
SECTION SI X HUNDRED ElIGHTY-FOUR OF THI' S ARTICLE, IS ONE HUNDRED FI FTY
DOLLARS.

S 5. This act shall take effect immediately.



