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5389--A
2009- 2010 Regul ar Sessi ons
I N SENATE
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Introduced by Sen. KRUGER -- read twi ce and ordered printed, and when

printed to be conmitted to the Conmttee on Judiciary -- recomitted
to the Committee on Judiciary in accordance with Senate Rule 6, sec. 8
-- commttee discharged, bill anended, ordered reprinted as anmended

and recommitted to said conmttee

AN ACT to anend the general obligations law, in relation to the regu-
| ation of non-recourse civil litigation advance contracts

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

Section 1. Article 5 of the general obligations law is anended by
adding a newtitle 8 to read as fol |l ows:
TI TLE 8
NON- RECOURSE Cl VIL LI TI GATI ON ADVANCE CONTRACTS
SECTI ON 5-801. NON- RECOURSE Cl VIL LI TI GATI ON ADVANCE CONTRACTS.

S 5-801. NON RECOURSE CIVIL LITIGATI ON ADVANCE CONTRACTS. 1. AS USED
IN THI' S SECTI ON, THE FOLLOW NG TERMS SHALL HAVE THE FOLLOW NG MEANI NGS:

(A) "NON-RECOURSE CIVIL LITIGATI ON ADVANCE" MEANS A TRANSACTION OR
AGREEMENT WHEREIN A COVPANY MAKES A PAYMENT OF MONEY TO A CONSUMER WHO
El THER HAS COMMENCED | N THE MANNER PROVI DED BY LAW OR MAY COWENCE A
ClVIL ACTI ON OR PROCEEDI NG FOR MONEY DAMAGES BEFORE A COURT OF COVPETENT
JURI SDICTION |IN THI S STATE, | N EXCHANGE FOR THE RI GHT TO COLLECT MONI ES
DUE PURSUANT TO THE TERMS OF THE CONTRACT BETWEEN THE CONSUMER AND THE
COVPANY.

(B) "COWANY" NMEANS ANY PERSON, PARTNERSHI P, CORPORATI ON OR OTHER
BUSI NESS ENTITY WH CH ENTERS INTO A NON-RECOURSE ClIVIL LITIGATI ON
ADVANCE TRANSACTI ON CONTRACT W TH A CONSUMER

(C) "CONSUMER' MEANS A PERSON OR ENTITY WHO I S BOTH (I) REPRESENTED BY
AN ATTORNEY ADM TTED TO PRACTICE IN TH'S STATE AT THE TI ME OF ANY
CONTRACT ENTERED | NTO WTH A COVPANY; AND (I1) HAS COWENCED, IN THE
MANNER PROVI DED BY LAW OR MAY COMMENCE A ClVIL ACTI ON OR PROCEEDI NG FOR
MONEY DAMAGES BEFORE A COURT OF COVPETENT JURI SDICTION IN THI S STATE, IN

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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EXCHANGE FOR THE RIGHT TO COLLECT MONI ES DUE PURSUANT TO THE TERMS OF
THE CONTRACT BETWEEN A CONSUMER AND THE COMPANY.

2. ON AND AFTER THE EFFECTIVE DATE OF THI S SECTI ON, ALL CONTRACTS
ENTERED | NTO FOR A NON- RECOURSE CIVIL LITIGATI ON ADVANCE SHALL COWPLY
WTH SECTION 5-702 OF TH S CHAPTER, AS WELL AS THE FOLLOW NG REQUI RE-
MVENTS:

(A) ALL CONTRACTS SHALL BE COWPLETELY FILLED IN AND CONTAIN THE
FOLLON NG DI SCLOSURES ON THE FRONT PACGE | N AT LEAST TWELVE- PO NT BOLD
TYPE, APPROPRI ATELY HEADED:

(1) THE TOTAL DOLLAR AMOUNT TO BE ADVANCED TO THE CONSUMER,

(1'l') AN | TEM ZATI ON OF ANY ONE- TI ME FEES BROKEN QUT | TEM BY I TEM (E. G
APPLI CATI ON, PROCESSI NG ATTORNEY REVI EW BROKER OR SI M LAR CHARGES) ;

(I'11) THE TOTAL DOLLAR AMOUNT TO BE REPAID TO THE COWANY BY THE
CONSUMER, I N SI X-MONTH | NTERVALS FOR THI RTY-SI X MONTHS, AND | NCLUDI NG
ALL FEES AS VWELL AS ANY M NI MUM MONTHLY REQUI RED PAYMENT AMOUNT; AND

(1'V) THE PERCENTAGE FEE OR RATE OF RETURN, STATED ON AN ANNUALI ZED
BASI S, | NCLUDI NG FREQUENCY OF COVPOUNDI NG

(B) THE CONTRACT SHALL PROVIDE THAT THE CONSUMER MAY CANCEL THE
CONTRACT W THI N FI VE BUSI NESS DAYS FOLLOW NG THE CONSUMER S RECEI PT OF
FUNDS, W THOUT PENALTY OR FURTHER OBLI GATI ON. THE CONTRACT SHALL CONTAI N
THE FOLLOW NG NOTI CE WRI TTEN I N A CLEAR AND CONSPI CUOUS MANNER, ALSO I N
AT LEAST TWELVE- PO NT BOLDFACE TYPE: "CONSUMER S RI GHT TO CANCELLATI ON:
YOU MAY CANCEL THI S CONTRACT W THOUT PENALTY OR FURTHER OBLI GATI ON W TH-
IN FIVE BUSINESS DAYS FROM THE DATE YOU RECElI VE FUNDI NG FROM (| NSERT
NAME OF COVPANY).". THE CONTRACT ALSO SHALL SPECI FY THAT IN ORDER FOR
THE CANCELLATI ON TO BE EFFECTI VE, THE CONSUMER MJUST ElI THER RETURN TO THE
COVPANY THE FULL AMOUNT OF DI SBURSED FUNDS BY DELI VERI NG THE COVPANY' S
UNCASHED CHECK TO THE OFFI CE ADDRESS OF THE COMPANY, WTHI N FIVE BUSI -
NESS DAYS OF THE DI SBURSEMENT OF FUNDS, OR MAIL A NOTI CE OF CANCELLATI ON
AND | NCLUDE |IN THAT MAILING A RETURN OF THE FULL AMOUNT OF DI SBURSED
FUNDS I N THE FORM OF THE COVPANY' S CHECK, OR A REG STERED OR CERTIFIED
CHECK OR MONEY ORDER, BY | NSURED, REG STERED OR CERTI FI ED UNI TED STATES
MAI L, POSTMARKED W THI N FI VE BUSI NESS DAYS OF RECEI VI NG FUNDS FROM THE
COVPANY, AT THE ADDRESS SPECI FI ED I N THE CONTRACT FOR SUCH CANCELLATI ON.

(©) THE CONTRACT SHALL ADDI TI ONALLY CONTAI N THE FOLLOW NG STATEMENT | N
AT LEAST TWELVE- PO NT BOLDFACE TYPE: "THE COVPANY AGREES THAT | T SHALL
HAVE NO RI GHT TO AND W LL NOT MAKE ANY DECI SIONS WTH RESPECT TO THE
CONDUCT OF THE UNDERLYING ClIVIL ACTI ON OR CLAIM OR ANY SETTLEMENT OR
RESCLUTI ON THERECOF AND THAT THE RIGHT TO MAKE SUCH DECH SI ONS REMAIN
SOLELY WTH THE CONSUMER AND THE CONSUMER S ATTORNEY. ™

(D) THE CONTRACT SHALL CONTAIN THE I NI TIALS OF THE CONSUVER ON EACH
PAGE.

(E) THE CONTRACT SHALL ALSO CONTAIN THE FOLLOWN NG STATEMENT |IN AT
LEAST TWELVE- PO NT BOLDFACE TYPE LOCATED | MVEDI ATELY ABOVE THE PLACE ON
THE CONTRACT WHERE THE CONSUMER S SI GNATURE |S REQUIRED:  "DO NOT'  SIGN
TH'S CONTRACT BEFORE YOU READ | T COVPLETELY OR | F | T CONTAI NS ANY BLANK
SPACES. BEFORE YQU SIGN THI S CONTRACT YOU SHOULD OBTAIN THE ADVICE OF
YOUR ATTORNEY. YOU ARE ENTI TLED TO A COVPLETELY FILLED IN COPY OF TH' S
CONTRACT. DEPENDI NG ON YOUR Cl RCUMSTANCES, YOU MAY WANT TO CONSULT A TAX
BENEFI T PLANNI NG AND/ OR A FI NANCI AL PROFESSI ONAL. "

(F) THE CONTRACT SHALL CONTAIN A WRI TTEN CERTI FI CATI ON BY THE CONSUM
ER S ATTORNEY OF RECORD THAT HE OR SHE HAS RECEI VED THE CONTRACT AND
EXPLAI NED TO THE CONSUMER | TS TERMS, | NCLUDI NG THE ANNUALI ZED RATE OF
RETURN APPLI ED TO CALCULATE THE AMOUNT TO BE PAI D BY THE CONSUMER

(G FOR FRENCH AND SPANI SH SPEAKI NG CONSUMERS, THE CONTRACT SHALL ALSO
BE WRITTEN I N THE SAME LANGUAGE I N WH CH THE TERMS HAVE BEEN DI SCUSSED,
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AS BETWEEN THE COVPANY AND THE CONSUMER. FOR CONSUMERS WHOSE PRI MARY
LANGUACE | S NEI THER ENGLI SH, FRENCH, NOR SPANI SH, THE PRI NCl PAL TERMS OF
THE CONTRACT SHALL BE TRANSLATED I N WRI TI NG | NTO THE CONSUMER S NATI VE
LANGUAGE; THE CONSUMER AND THE COVPANY SHALL SI GN THE TRANSLATED DOCU
MENT, AND THE TRANSLATOR SHALL SI GN A NOTARI ZED AFFI DAVI T OR AFFI RVATI ON
CONFI RM NG THAT THE TERMS OF THE CONTRACT HAVE BEEN PRESENTED TO THE
CONSUMER |IN THE CONSUMER S NATIVE LANGUAGE AND ACKNOW.EDGED BY THE
CONSUMER, | N WRI Tl NG

S 2. This act shall take effect on the ninetieth day after it shall
have becone a | aw



