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I. Introduction

On April 27, 2015 the Committee on Consumer Affairs, chaired by Council Member Rafael Espinal, will hold a vote on Proposed Introductory Number 178-A (“Proposed Int. No. 178-A”), a Local Law to amend the administrative code of the city of New York, in relation to price displays for second-hand automobiles. The committee first heard the bill on October 28, 2014. 
II. Background

The Department of Consumer Affairs (“DCA”) licenses second-hand automobile dealers in New York City. Year after year, the used car industry tops the list of consumer complaints received by DCA. In 2013, the DCA received 261 complaints against used car dealers and secured over $300,000 in restitution.
 The previous year, the department received close to 300 complaints.
 The majority of these consumer complaints concern “bait-and-switch” advertising, high-pressure sales tactics, undisclosed dealer fees and the cost of optional add-on products. Such practices are currently illegal under various state laws, as well as the City’s consumer protection law, but further regulation of price disclosure could resolve some of these recurring issues. 
III. Analysis of Proposed Int. No. 178-A

Proposed Int. No. 178-A would grant greater protections to consumers seeking to purchase a used car by giving clear instruction to dealers that the posted price must be the actual price of any vehicle offered for sale, exclusive of taxes and costs necessary to secure registration and certificate of title pursuant to relevant state and local laws. The bill would require dealers to post the total selling price, inclusive of any administrative, service or other dealer fees and costs, of each used car offered for sale by means of a sign displayed on the dashboard of the vehicle or at the point of display of each vehicle offered for sale. 

At the October 28th hearing on the bill, DCA testified that, in addition to clarifying the sticker price of the vehicle, clarity is necessary in relation to add-on products that may be sold with the vehicle. To that end, Proposed Int. No. 178-A would require dealers to post the total selling price of common add-on products that are offered for sale along with each vehicle.  The posting could be done by signage at the point of sale or by signage located anywhere within the dealership where such products are sold.  In addition to pricing, the signage would also disclose that purchase of such add-on products is optional. 

Proposed Int. No. 178-A would make clear that nothing in the law would prevent a dealer from offering a lower price than the posted total selling price of a vehicle or add-on product. The bill is not intended to freeze or impede the sale of used cars, as the used car market is an attractive and affordable option for New York City residents who need a car. The purchase of a used vehicle typically involves bargaining between the consumer and the dealer. The objective of this bill is to ensure that consumers have the information necessary to engage in meaningful and productive negotiation, and are not surprised by undisclosed costs and fees at the very end of the transaction. The disclosure of the total selling price of the vehicle and add-on products is not intended to prohibit a dealer from providing a consumer with the option of purchasing one or more products as a package, or at a preferred rate or price. 

Proposed Int. No. 178-A creates a penalty scheme for violations of its provisions. A first offense is subject to a civil penalty of $500. A second offence within one year of the first is subject to a civil penalty of $750. A third offense, as well as other subsequent offenses, within one year of the first is subject to a civil penalty of $1000. For the purpose of assessing penalties, all violations assessed on the same day would be assessed as a single violation. Finally, the bill would provide that the commissioner of DCA may promulgate rules to implement its provisions. 

Proposed Int. No. 178-A would take effect 120 days after enactment into law.  
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A Local Law to amend the administrative code of the city of New York, in relation to price displays for second-hand automobiles

Be it enacted by the Council as follows:


Section one. Section 20-271 of the administrative code of the city of New York is amended to read as follows:
 


§ 20-271. Labelling of second-hand articles and posting of prices for second-hand automobiles.

a. Every person licensed as a dealer in second-hand articles, who also sells new articles within the licensed premises, shall label all second-hand articles in such manner that the public will be informed [thereof] that such articles are not new. 

b. Every person required to be licensed as a second-hand automobile dealer pursuant to section 20-265 of this subchapter, who sells second-hand automobiles at retail, shall clearly and conspicuously post:

1. the total selling price, which shall include any administrative, service or other fee charged by the second-hand automobile dealer exclusive of all taxes and fees for securing a registration or certificate of title, of each second-hand automobile offered for sale at his or her place of business, by means of a sign on the dashboard of each such automobile or by means of a sign at the point of display of each such automobile; and

2. the total selling price of any add-on product offered for sale by means of a sign at the point of display of the second-hand automobile for which such product is available for purchase or at each location within the dealer’s place of business where any such product is offered for sale. Such sign shall inform consumers that the purchase of any add-on product is optional. For purposes of this paragraph, “add-on product” shall mean vehicle service contracts, extended service contracts, prepaid maintenance packages, road service or club membership, theft protection, car alarm, auto immobilizer, vehicle identification number etching, mechanical breakdown, guaranteed auto protection, and credit life, accident or disability insurance.

c. Nothing in this section shall prevent a second-hand automobile dealer from selling a second-hand automobile or an add-on product at a lower selling price than the price posted pursuant to subdivision b of this section.

d. 1. Any person who violates subdivision b of this section or any rule or regulation issued thereunder shall be subject to a civil penalty of not more than:

(a) five hundred dollars for the first violation; 

(b) seven hundred and fifty dollars for the second violation committed within one year of the first violation; and

 (c) one thousand dollars for the third or any subsequent violation committed within one year of the first violation.

2. For purposes of assessing penalties in accordance with this subdivision, all violations committed by the same dealer on the same day shall count as one violation.

§ 2. Subdivision b of section 20-275 of the administrative code of the city of New York, as amended by local law number 153 for the year 2013, is amended to read as follows:


b. [Any] Except as otherwise provided in this subchapter, any person who violates any of the provisions of this subchapter or any rule or regulation issued thereunder shall be subject to a civil penalty of not more than five hundred dollars for each violation; except that a person shall not be subject to such civil penalty for a first-time violation of section 20-270 or of subdivision a of section 20-271 of this subchapter or any rule or regulation issued thereunder, if such person proves to the satisfaction of the department, within thirty days of the issuance of the notice of violation and prior to the commencement of an adjudication of the violation, that the violation has been cured. The submission of proof of a cure shall be deemed an admission of liability for all purposes. The option of presenting proof that the violation has been cured shall be offered as part of any settlement offer made by the department to a person who has received, for the first time, a notice of violation of section 20-270 or of subdivision a of section 20-271 of this subchapter or any rule or regulation issued thereunder. The department shall permit such proof to be submitted electronically, by mail or in person. A person may seek review, in the department’s administrative tribunal, of the determination that the person has not submitted proof of a cure within fifteen days of receiving written notification of such determination.

§ 3. The administrative code of the city of New York is amended by adding new section 20-275.1 to read as follows:

§ 20-275.1. Rules. The commissioner may promulgate such rules as are necessary to carry out the provisions of this subchapter.
§ 4. This local law shall take effect 120 days after its enactment into law; provided, however, that the commissioner may take any actions necessary prior to such effective date for the implementation of this local law including, but not limited to, the adoption of any necessary rules.
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