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STATE OF NEW YORK

6983
I N SENATE
March 11, 2016

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 regulating
mul til evel distribution conpanies

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

Section 1. The general business |law is anended by adding a new article

32-A to read as foll ows:
ARTI CLE 32- A
MULTI LEVEL DI STRI BUTI ON
COVPANI ES
SECTI ON 676. DEFI NI Tl ONS.
677. DI SCLOSURE REQUI REMENTS.
677- A. CONTRACT REQUI REMENTS.
677-B. RECRU TMENT AND SALES MATERI ALS.
677-C. SUPERVI SI ON.
677-D. PENALTI ES.
677-E. RULES AND REGULATI ONS.

S 676. DEFINITIONS. AS USED IN TH S ARTI CLE:

1. "DEPARTMENT" MEANS THE DEPARTMENT OF LAW

2. "MILTILEVEL DI STRI BUTI ON COVPANY" MEANS ANY PERSON, FIRM  PARTNER-
SH P, LIMTED LIABILITY COVWANY, CORPORATI ON OR OTHER BUSI NESS ENTI TY
VWH CH SELLS, DI STRIBUTES OR SUPPLI ES FOR VALUABLE CONSI DERATI ON GOODS OR
SERVI CES THROUGH | NDEPENDENT AGENTS, CONTRACTORS OR DI STRIBUTORS AT
DI FFERENT LEVELS:

(A) VHEREBY SUCH | NDEPENDENT AGENTS, CONTRACTORS AND DI STRI BUTORS MAY
RECRU T PROSPECTI VE | NDEPENDENT AGENTS, CONTRACTORS AND DI STRI BUTORS;
AND

(B) WHEREIN COWM SSIONS, BONUSES, REFUNDS, DI SCOUNTS, DI VIDENDS OR
OTHER CONSI DERATI ONS ARE OR MAY BE PAID TO SUCH | NDEPENDENT AGENTS,
CONTRACTORS AND DI STRIBUTORS FOR THE SALE OF SUCH GOODS AND SERVI CES
AND/ OR FOR THE RECRUI TMENT, ACTI ONS OR PERFORMANCE OF OTHER | NDEPENDENT
AGENTS, CONTRACTORS AND DI STRI BUTORS.

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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3. "PARTI Cl PANT" MEANS AN | NDEPENDENT AGENT, CONTRACTOR OR DI STRI BUTOR
OF A MULTI LEVEL DI STRI BUTI ON COMPANY.

S 677. DISCLOSURE REQUI REMENTS. 1. EVERY MULTILEVEL DI STRI BUTI ON
COVMPANY SHALL, ON OR BEFORE MARCH FIRST OF EACH YEAR, FILE WTH THE
DEPARTMENT A FI NANCI AL DI SCLOSURE STATEMENT, WRI TTEN | N PLAI N AND UNDER-
STANDABLE ENGLI SH AND SPANI SH, WHI CH SHALL | NCLUDE THE FOLLOW NG | NFOR-
MATI ON FOR THE PRECEDI NG CALENDAR YEARS:

(A) THE NAVE OF THE MULTI LEVEL DI STRI BUTI ON COMPANY, THE NAME UNDER
VWH CH SUCH COVPANY IS DO NG OR | NTENDS TO DO BUSI NESS, AND THE NAME OF
ANY PARENT OR AFFI LI ATED COVPANY THAT W LL ENGAGE |IN BUSINESS TRANS-
ACTI ONS W TH PARTI CI PANTS;

(B) THE MULTILEVEL DI STRI BUTI ON COMPANY' S PRI NCl PAL BUSI NESS ADDRESS
AND THE NAME AND ADDRESS OF I TS PARTI Cl PANTS I N TH S STATE AUTHORI ZED TO
RECEI VE PROCESS;

(© A STATEMENT AS TO WHETHER THE MJULTI LEVEL DI STRI BUTI ON COVPANY AND
I TS PRI NCI PALS, OFFI CERS, PARTNERS, DI RECTORS, OR ANY OTHER PERSON | DEN-
TIFIED I N THE APPLI CATI ON FOR REG STRATI ON:

(1) HAS BEEN CONVICTED OF A FELONY, OR PLEADED NOLO CONTENDERE TO A
FELONY CHARGE, OR HELD LI ABLE OR ENJONED IN A CIVIL ACTION BY A FINAL
JUDGVENT | F SUCH CVIL ACTI ON | NVOLVED FRAUD, EMBEZZLEMENT, FRAUDULENT
CONVERSI ON OR M SAPPROPRI ATI ON OF PROPERTY.

(2) 1'S SUBJECT TO ANY CURRENTLY EFFECTI VE ORDER OF THE UNI TED STATES
SECURI TIES AND EXCHANGE COW SSION OR THE SECURI TI ES ADM NI STRATOR OF
ANY STATE DENYI NG THE REQ STRATI ON OF OR BARRI NG REVCKI NG OR SUSPENDI NG
THE REGQ STRATI ON OF SUCH PERSON AS A SECURI TIES BROKER OR DEALER, OR
I NVESTMENT ADVI SOR, OR SECURI TI ES AGENT OR REG STERED REPRESENTATI VE, OR
IS SUBJECT TO ANY CURRENTLY EFFECTI VE ORDER OF ANY NATI ONAL SECURI Tl ES
ASSCCl ATI ON OR NATI ONAL SECURI TI ES EXCHANGE, AS DEFINED IN THE SECURI -
TIES AND EXCHANGE ACT OF 1934, SUSPENDI NG OR EXPELLI NG SUCH PERSON FROM
MEMBERSHI P | N SUCH ASSOCI ATI ON OR EXCHANCE.

(3) 1'S SUBJECT TO A CURRENTLY EFFECTI VE CRDER OR RULI NG OF THE FEDERAL
TRADE COWM SSI ON.

(4) 1'S SUBJECT TO ANY CURRENTLY EFFECTIVE | NJUNCTIVE OR RESTRI CTIVE
ORDER RELATI NG TO BUSI NESS ACTIVITY AS A RESULT OF AN ACTI ON BROUGHT BY
A PUBLI C AGENCY OR DEPARTMENT, | NCLUDI NG W THOUT LIM TATION, ACTI ONS
AFFECTI NG A LI CENSE AS A REAL ESTATE BROKER OR SALESNMAN.

SUCH STATEMENT SHALL SET FORTH THE COURT, DATE OF CONVI CTI ON OR JUDG
MENT, ANY PENALTY | MPOSED OR DAMAGES ASSESSED, OR THE DATE, NATURE AND
| SSUER OF SUCH ORDER;

(D) THE TOTAL NUMBER COF PARTI Cl PANTS SUCH COVPANY HAS I N THE STATE;

(E) THE TOTAL NUMBER OF NEW PARTI Cl PANTS OF SUCH COVPANY DURI NG THE
CALENDAR YEAR,

(F) THE TOTAL SALES OF SUCH COMPANY | N THE STATE;

(G THE PERCENT OF SALES IN THE STATE GENERATED BY SALES TO PARTIC
| PANTS OF SUCH COMPANY;

THE PERCENT OF SALES I N THE STATE THAT ARE CGENERATED BY SALES TO
PERSONS WHO ARE NOT PARTI CI PANTS OF SUCH COVPANY; AND

(1) THE AVERAGE AND MEDI AN COWM SSI ONS EARNED BY PARTI Cl PANTS OF SUCH
COMPANY.

2. A COVER PAGE DI SCLAI MER SHALL BE ATTACHED TO EACH DI SCLOSURE STATE-
MENT FILED PURSUANT TO THI S SECTI ON. SUCH DI SCLAI MER SHALL STATE THAT
THE STATE OF NEW YORK DOES NOI' RECOMMVEND THE MJULTILEVEL DI STRI BUTI ON
COVPANY, NOR DOES THE STATE CONFI RM THAT | T HAS VERI FI ED THE | NFORMVATI ON
IN THE DI SCLOSURE STATEMENT.

S 677-A. CONTRACT REQUI REMENTS. 1. NO MJULTI LEVEL DI STRI BUTI ON COVPANY
SHALL ENTER | NTO ANY CONTRACT OR AGREEMENT W TH A PROSPECTI VE PARTI G-
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| PANT, UNLESS AND UNTI L SUCH PROSPECTI VE PARTI Cl PANT SHALL HAVE BEEN
PROVIDED WTH A STATEMENT, |IN THE PROSPECTI VE PARTI Cl PANT' S PRI MARY
LANGUAGE, AND I N CLEAR AND EASI LY UNDERSTANDABLE LANGUAGE, OF THE BENE-
FITS R SKS AND ACTUAL EFFECTS OF EACH PRODUCT, SERVI CE OR BUSI NESS
OPPORTUNI TY THAT MAY BE PROVI DED PURSUANT TO THE FINANCI AL DI SCLOSURE
STATEMENT APPROVED BY THE DEPARTMENT PURSUANT TO SECTI ON SI X HUNDRED
SEVENTY- SEVEN OF THI S ARTI CLE.

2. A COPY OF SUCH CONTRACT OR AGREEMENT AND DI SCLOSURE STATEMENT SHALL
BE PROVI DED TO A PROSPECTI VE PARTI Cl PANT NOT LESS THAN FI VE DAYS PRIOR
TO THE SI GNI NG OF THE CONTRACT OR AGREEMENT.

S 677-B. RECRU TMENT AND SALES MATERI ALS. NO PAMPHLET, Cl RCULAR, FORM
LETTER, ADVERTI SEMENT, PRESENTATION, OR OTFHER RECRU TMENT OR SALES
LI TERATURE OR COVMUNI CATI ON ADDRESSED TO OR | NTENDED FOR PROSPECTI VE
PARTI Cl PANTS SHALL BE | SSUED OR DI STRI BUTED BY ANY MJULTILEVEL D STRI B-
UTI ON COWVPANY UNTIL THE DI SCLOSURE STATEMENT HAS BEEN SUBM TTED TO THE
DEPARTMENT.

S 677-C. SUPERVI SION. EACH MJLTILEVEL DI STRI BUTI ON COWPANY SHALL
PROVIDE AND ENGAGE IN THE DI RECT SUPERVI SI ON OF | TS PARTI Cl PANTS TO
ENSURE COWPLI ANCE W TH THE PROVI SIONS OF THE ARTICLE, AND TO PREVENT
FRAUDULENT, DECEPTI VE AND UNLAWFUL ACTS BY SUCH PARTI ClI PANTS.

S 677-D. PENALTIES. ANY MULTI LEVEL DI STRI BUTI ON COVPANY OR PARTI Cl PANT
VH CH KNOW NGLY VI OLATES ANY PROVI SION OF THI S ARTI CLE OR ANY RULE OR
REGULATI ON PROMULGATED PURSUANT THERETO, SHALL BE SUBJECT TO A FINE OF
NOT LESS THAN FIVE HUNDRED DOLLARS NOR MORE THAN ONE THOUSAND DOLLARS
FOR EACH SUCH VI OLATI ON FOR A FI RST OFFENSE; AND A FINE OF NOT LESS THAN
ONE THOUSAND DOLLARS NOR MORE THAN FI VE THOUSAND DOLLARS FOR EACH SUCH
VI OLATION FOR A SECOND OFFENSE WTHIN A PERI OD OF ONE YEAR, AND A FI NE
OF NOT LESS THAN FI VE THOUSAND DOLLARS NOR MORE THAN TEN THOUSAND
DOLLARS FOR EACH SUCH VI OLATI ON FOR A THI RD OR SUBSEQUENT OFFENSE W THI N
A PERI OD OF ONE YEAR

S 677-E. RULE AND REGULATI ONS. THE ATTORNEY GENERAL | S AUTHORI ZED AND
DI RECTED TO PROMULGATE ANY SUCH RULES AND REGULATI ONS AS SHALL BE NECES-
SARY TO | MPLEMENT THE PROVI SIONS OF THI S ARTI CLE.

S 2. This act shall take effect on the first of January next succeed-
ing the date on which it shall have becone a | aw, provided, however
that, effective inmediately, the addition, anendnent and/or repeal of
any rule or regulation necessary for the inplenmentation of this act on
its effective date are authorized and directed to be nade and conpleted
on or before such effective date.



