House of Representatives

General Assembly File No. 42
House Bill No. 5130

February Session, 2008

House of Representatives, March 18, 2008

The Committee on Banks reported through REP. BARRY of the
12th Dist., Chairperson of the Committee on the part of the
House, that the bill ought to pass.

AN ACT LIMITING USE OF CHECKS TO CREATE BINDING
AGREEMENTS ON CONSUMERS.

Be it enacted by the Senate and House of Representatives in General
Assembly convened:

Section 1. (NEW) (Effective October 1, 2008) (a) As used in this
section: (1) "Consumer" means an actual or prospective purchaser,
lessee or recipient of goods or services; (2) "person"' means a natural
person,  corporation, trust, partnership, incorporated or
unincorporated association and any other legal entity; and (3)
"marketer" means any person who initiates the sale, lease or rental of

goods or services by use of printed advertisement, postcard or other

R J O O b W N -

written notice.

9 (b) No agreement made by a consumer to purchase, lease or rent
10  goods or services by endorsing a check payable to the consumer from a
11  marketer shall be a binding, valid or enforceable contract against the
12 consumer unless the consumer signs a written contract that: (1) Is a
13  separate document; (2) discloses in full the terms of the sale, lease or

14  rental agreement including the method of payment; and (3) complies
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with the provisions of section 42-152 of the general statutes and
subsection (c) of this section. Any check sent to a consumer by a
marketer without such written contract shall be deemed to be an
unconditional gift to the consumer without any obligation by the
consumer to the marketer.

(c) The written contract shall include, but not be limited to, the

following information:
(1) The name, address and telephone number of the marketer;

(2) A list of all prices or fees being charged including any handling,
shipping, delivery or other charges;

(3) The date of the transaction;

(4) A detailed description of the goods or services being sold, leased

or rented;

(5) In ten-point boldface type, in a space immediately preceding the
space allotted for the consumer's signature, the following statement:
"YOU ARE NOT OBLIGATED TO PAY ANY MONEY UNLESS YOU
SIGN THIS CONTRACT AND RETURN IT TO THE ADDRESS
CONTAINED IN THIS CONTRACT";

(6) If the transaction involves a trial offer or introductory rate, the
notice required by subsection (b) of section 42-126b of the 2008

supplement to the general statutes;

(7) If the transaction involves an automatic renewal, the notice
required by subsection (c) of section 42-126b of the 2008 supplement to
the general statutes;

(8) A telephone number or email address for the consumer to notify

the marketer not to send any future solicitations to the consumer; and
(9) All other material terms and conditions.

(d) The marketer shall provide the consumer with a duplicate copy
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of the contract with the complete information as presented in the
original contract, to be retained by the consumer as proof of the terms

of the agreement to purchase, lease or rent.

(e) A violation of any provision of this section shall be deemed an
unfair or deceptive trade practice under subsection (a) of section 42-

110b of the general statutes.

This act shall take effect as follows and shall amend the following
sections:

Section1 | October 1, 2008 | New section

BA Joint Favorable

HB5130/ File No. 42 3



HB5130 File No. 42

The following fiscal impact statement and bill analysis are prepared for the benefit of members of the
General Assembly, solely for the purpose of information, summarization, and explanation, and do not

represent the intent of the General Assembly or either chamber thereof for any purpose:

—
OFA Fiscal Note

State Impact: None

Municipal Impact: None

The Out Years

State Impact: None

Municipal Impact: None
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OLR Bill Analysis
HB 5130

AN ACT LIMITING USE OF CHECKS TO CREATE BINDING
AGREEMENTS ON CONSUMERS.

SUMMARY:

This bill sets conditions certain consumer agreements must meet to
be binding, valid, and enforceable. The bill applies to agreements to
purchase, lease, or rent goods or services when the consumer makes
the agreement by endorsing a check from a marketer. Specifically, the
agreement is valid only if the consumer signed a separate written
document that contains certain required provisions and notices and
fully discloses the terms of the agreement, including the payment
method, in plain language. According to the bill, any check sent to a
consumer by a marketer without such written contract is an
unconditional gift to the consumer without any obligation by the
consumer to the marketer. The marketer must provide the consumer
with a copy of the contract for use as proof of the terms of the
agreement. A violation of the bill is an unfair and deceptive trade

practice under the Connecticut Unfair Trade Practices Act.

According to the bill, (1) a consumer is an actual or prospective
purchaser, lessee or recipient of goods or services; (2) a marketer is any
person who initiates the sale, lease, or rental by use of a written notice,
such as an advertisement; and (3) a person is a natural person or a

legal entity.
EFFECTIVE DATE: October 1, 2008

CONTRACT TERMS

The contract must include, at least:

1. the marketer’s name, address and telephone number and a
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telephone number or email address for the consumer to opt out
of future solicitations;

2. a detailed description of the goods or services being sold,
leased, or rented and a list of all prices or fees being charged,
including those for handling, shipping, and delivery;

3. the transaction date;

4. in 10-point boldface type, in a space immediately preceding the
space allotted for the consumer's signature, the following
statement: "YOU ARE NOT OBLIGATED TO PAY ANY
MONEY UNLESS YOU SIGN THIS CONTRACT AND
RETURN IT TO THE ADDRESS CONTAINED IN THIS
CONTRACT"; and

5. all other material terms and conditions.

Additionally, if the transaction involves a trial offer or introductory
rate, the contract must include a clear and conspicuous written notice
that the recipient may cancel when the offer or rate ends. The notice
must include the procedure for cancelling. If the transaction involves
an automatic renewal, the contract must contain a clear and
conspicuous notice that the recipient may cancel and must include the
procedure for doing so.

BACKGROUND
Connecticut Unfair Trade Practices Act (CUPTA)

The law prohibits businesses from engaging in unfair and deceptive
acts or practices. CUTPA allows the Department of Consumer
Protection commissioner to issue regulations defining what constitutes
an unfair trade practice, investigate complaints, issue cease and desist
orders, order restitution in cases involving less than $ 5,000, enter into
consent agreements, ask the attorney general to seek injunctive relief,
and accept voluntary statements of compliance. The act also allows
individuals to sue. Courts may issue restraining orders; award actual

and punitive damages, costs, and reasonable attorneys fees; and
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impose civil penalties of up to $ 5,000 for willful violations and $

25,000 for violation of a restraining order.

Plain Language Tests

The law requires all consumer contracts, defined as those having a
value of $ 25,000 or less or to lease a residence, to be written in plain
language and establishes two alternative tests for determining if the
requirement has been satisfied. The subjective test requires the
contracts to meet nine standards, such as using short sentences and
paragraphs, everyday words, and readable type. The objective test has
11 standards, such as limiting the number of words per sentence to 50
and words per paragraph to 150, limiting the average number of
syllables per word to less than 1. 55, and prohibiting type face smaller
than eight points (CGS § 42-152).

COMMITTEE ACTION

Banks Committee

Joint Favorable
Yea 17 Nay 0 (03/04/2008)
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