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STATE OF NEW YORK
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2009- 2010 Regul ar Sessi ons
I N SENATE
January 21, 2009

Introduced by Sen. KRUGER -- 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 regulating
service contracts issued by nercantile establishnents

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

Section 1. The general business |law is anended by addi ng a new section
218-b to read as foll ows:

S 218-B. SERVICE CONTRACTS. 1. NO RETAIL MERCANTILE ESTABLI SHVENT
SHALL SELL OR OFFER FOR SALE LI FETI ME SERVI CE CONTRACTS ON ANY GOODS,
WARES OR MERCHANDI SE OFFERED TO THE PUBLI C EXCEPT AS AUTHORI ZED IN THI' S
SECTI ON.

2. FOR ANY SERVI CE CONTRACT OFFERED BY A RETAIL MERCANTI LE ESTABLI SH
MENT ON ANY PRODUCT SOLD, PROPER | NSURANCE SHALL BE PURCHASED FOR THE
CORRESPONDI NG LENGTH OF SAI D CONTRACT TO ASSURE THE PURCHASER THAT THE
TERMS OF SAI D SERVI CE CONTRACT SHALL BE CARRIED OUT IN THE CASE THAT THE
RETAI L MERCANTI LE ESTABLI SHVENT DECLARES BANKRUPTCY OR | NSOLVENCY OR | S
UNABLE TO PERFORM THE TERMS OF SUCH CONTRACT DUE TO ANY OTHER REASON.
| F, HOWEVER, | NSURANCE | S NOT AVAI LABLE TO THE RETAI L MERCANTI LE ESTAB-
LI SHVENT AT A REASONABLE BUSI NESS RATE, SAI D ESTABLI SHVENT SHALL HAVE
THE OPTI ON TO ESTABLI SH | NTEREST BEARI NG ESCROW ACCOUNTS | N WHI CH MONEY
PAI D BY THE PURCHASER FOR SERVI CE CONTRACTS SHALL BE DEPGCSI TED.

3. THE RETAI L MERCANTI LE ESTABLI SHVENT MAY W THDRAW TEN PERCENT OF
THE MONEY DEPOSI TED FOR EACH SUCH CONTRACT EACH YEAR VWH CH SHALL BECOVE
THE PROPERTY OF THE ESTABLI SHMENT. AT THE TI ME WHEN SUCH ESTABLI SHVENT
IS ENTITLED TO THE FI NAL TEN PERCENT OF THE MONEY PAI D ON SUCH CONTRACT
OR AGREEMENT, | T MAY ALSO W THDRAW THE | NTEREST EARNED ON SUCH MONEY.

4. | F SUCH RETAI L MERCANTI LE ESTABLI SHVENT |'S UNABLE TO PERFORM THE
TERMS OF SUCH CONTRACT OR AGREEMENT BECAUSE OF BANKRUPTCY OR | NSOLVENCY
OR FOR ANY OTHER REASON, OR IF IT IS DETERM NED THAT SUCH ESTABLI SHVENT
HAS BREACHED THE TERMS OF SUCH CONTRACT OR AGREEMENT, THE PURCHASER OF

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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THE PRODUCT WHO HAS DEPOSI TED THE MONEY PURSUANT TO SUCH CONTRACT OR
AGREEMENT SHALL BE ENTITLED TO THE BALANCE OF H'S OR HER DEPCSI T PLUS
ACCUMULATED | NTEREST THEREON | N THE ESCROW ACCOUNT, PROVI DED, HOWEVER,
THI'S PROVI SION SHALL NOT LIM T ANY RECOVERY IN A CLAIM OR ACTI ON BY THE
PURCHASER AGAI NST SUCH ESTABLI SHVENT BASED ON THE BREACH OF THE TERMB OF
THE CONTRACT OR AGREEMENT BY SUCH ESTABLI SHVENT.

5. THE SERVI CE CONTRACT SHALL | NCLUDE WTHI N I TS PROVI SIONS LANGUAGE
NOTI FYI NG THE PURCHASER THAT PROPER | NSURANCE HAS BEEN PURCHASED OR THAT
AN ESCROW ACCOUNT HAS BEEN ESTABLI SHED PURSUANT TO THI S SECTI ON.

6. THE RETAI L MERCANTI LE ESTABLI SHVENT SHALL DEPCSI T ANY MONEY PAI D
AS A DOMN PAYMENT AGAI NST THE FUTURE DELIVERY OF A PRODUCT |INTO AN
ESCROW ACCOUNT. WHENEVER SUCH RETAI L MERCANTI LE ESTABLI SHVENT | S UNABLE
TO DELIVER SUCH PRODUCT TO THE PURCHASER BECAUSE OF | TS BANKRUPTCY OR
| NSOLVENCY OR FOR ANY OTHER REASON, THE PURCHASER OF THE PRODUCT WHO HAS
DEPOSI TED THE MONEY SHALL BE ENTITLED TO THE BALANCE OF HI'S OR HER
DEPOSI T PLUS ACCUMULATED | NTEREST THEREON PROVIDED, HOWEVER, THI'S
PROVI SI ON SHALL NOT LIMT ANY RECOVERY IN A CLAIM OR ACTION BY THE
PURCHASER AGAI NST SUCH ESTABLI SHVENT BASED ON THE BREACH OF THE TERMS OF
THI'S SECTION. THE RETAI L MERCANTI LE ESTABLI SHVENT SHALL W THDRAW FUNDS
I N THE AMOUNT EQUAL TO THE DOAN PAYMENT FROM THE ESCROW ACCOUNT AT THE
TIME THE PRODUCT |S DELIVERED TO THE PURCHASER  THE RETAI L MERCANTI LE
ESTABLI SHVENT SHALL | NFORM THE PURCHASER IN WRITING THAT AN ESCROW
ACCOUNT HAS BEEN ESTABLI SHED.

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



