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ASSEMBL Y, No. 1255
 
• F T 

STATE OF NEW JERSEY
 
• 

INTRODUCED FEBRUARY 28, 1980
 

By Assemblyman BAER
 

Referred to Committee on Commerce, Industry and Professions
 

AN ACT concerning collateral for retail installment loans and 

amending and supplementing P. L. 1960, c. 40. 

1 BE IT ENACTED by the Senate and General Assembly of the State 

2 of New Jersey: 

1 1. SAction 29 of P. L. 1960, c. 40 (C. 17 :16C-29) IS amended to 

2 read as follows: 

3 29. Whenever a payment is made on such a continuing agreement 

4 after additional purchases have been added, the payment shall be 

5 considered as allocated among each of the separate purchases in­

6 cluded, [in the sarne proportions which the original cash price of 

7 each bears to the total cas11 price of all goods to which the retail 

8 seller has retained title] in full to the pHrchase made earliest ~n 

9 tvme, and the retail seller before repossessing or attempting' to 

10 reposse.::s any goods under any such agreement shall actually allo­

n cate in such manner all snch payments made to him by the retail 

12 buyer. When the amount Oiving on any separate purchase has been 

13 fully paid, the goods so paid for shall become the absolute property 

]4 of the retail buyer and shall not be subject to repossession for any 

15 subsequent default on the agreement. The retail buyer under any 

16 such agreement may at any time prepay the amount due on any of 

17 the separate purchases and in case of repossession may redeem any 

18 of such separate purchases by payment of the amount due on such 

19 purchase alone. 

1 2. (New section) No retail installment contract, retail charge 

2 account or separate instrument executed in connection therewith 

3 shall contain any provision whereby the retail seller, sales finance 

4 company or holder takes a real property mortgage as additional 

5 security in connection with a retail sale. Any such provision shall 

6 be void and unenforceable. 

1 3. This act shall take effective immediately. 

EXPJANA'I'WN-Matler enclosed in bold-faced brackets [thus] in the above bill 
is Dol enacted and is intended to be omitted in tbe law. 



2 

STATEMENT 

Cross-collateral security interests in retail installment sales are 

unfair to consumers. For example, suppose a consumer buys an 

item for $1,000.00 with a 24-month payment period. After making 

payments for 20 months, the consumer buys another item from this 

seller for $1,200.00 with a 24-month payment period. After making 

payments for 6 more months, the consumer defaults. Although the 

consumer has more than paid for the $l,OOO.OO-item, the creditor is 

able to repossess both items pursuant to his cross-collateral security 

interest. A consumer thus risks the loss of items which he believes 

he has already paid for it he defaults in payment of the item most 

recently purchased. 

The "Retail Installment Sales Act of 1960" presently permits 

retail sellers to retain cross-collateral security interests. Section 1 

of this bill amends that act to prohibit such cross-collateral securty 

interests. 

Section 2 of the bill prohibits the retention of a real property 

mortgage pursuant to a retail installment sale and specifically pro­

vides that any such mortgage is void and unenforceable. The value 

of the goods or merchandise purchased should provide sufficient 

collateral for a retail installment sale. 
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ASSEMBLY COMMERCE, INDUSTRY AND PROFESSIONS
 
COMMITTEE 

STATEMENT TO 

ASSEMBL Y, No. 1255 

STATE OF NEW JERSEY
 

DATED: OCTOBER 16, 1980 

This bill prohibits cross-collateral security interests and the retention 

of mortgages on real property in retail installment loans and retail 

charge accounts. Cross-collateral security interests arise when a 

consumer makes a number of purchases from a retailer on a retail 

installment loan. The present Jaw provides that a retailer must pro-rate 

the payments on the contract among the purchases in proportion or in 

a ratio as the original cash prices of the \'arious purchases bear to one 

another. This means that each succeeding purchase is secured not only 

by the security interest in that property but also by security interests 

in the previously sold and not paid for purchases. Undc}' .such an 

arrangement the first purchase may not be fully paid for until the 

contract as a whole has been satisfied. Under these circumstances a 

consumer risks the loss of items already paid for if he defaults in 

payment on items most recently purchased. Section 1 of this bill 

would require the retailer ill this case to credit the payments he 

receives on the retail installment loan to the goods in the order in which 

the purchases were made so as to release the security interests in the 

goods in the order in which they were purchased, on a first-in, first-out 

basis. 

Section 2 of the bill prohibits the retention of a mortgage on real 

property pursuant to a retail installment loan or retail charge account 

and provides that any such mortgage which is made is void and 

unenforceable. This section codifies aNew Jersey Supreme Court rul­

ing, Gimrd Acceptance Corporation v. TVaUace, 76 N. J. 434, which 

declared that a real property mortgage could not be taken as additional 

collateral security with respect to the" Retail Installment Sales Act" 

and that any such mortgage was void. 



SENATE LABOR, INDUSTRY AND PROFESSIONS
 
COMMITTEE
 

STA'r:B~MENT TO 

ASSEMBLY, No. 1255 

STATE OF NEW JERSEY
 
DATED: MARCH 23, 1981 

'rhis hill prohibits cross-collateral security interest in retail install­

ment loans. 'l'he hill also prohihits the retention of a mortgage 011 real 

property as additional security in cOllllectioJl with a retail installmeJJl 

sale. 

A retail installment contract IS a contract entered into "between a 

retail seller anQ a retail buyer evidencing' an agreement to pay tlw 

rdail purchase price of goods or services, which are primarily for 

persona1. famil.\' or household purposes, or an~' part thereof, in two 

OJ' more installments over a period of time." (N..J. S. A. 17 :16C-l (h)). 

Cross-collateral securit~T interests arise when a consumer makes a 

series of purchases from a retailer on a retail installment loan. 'PhI? 

present lay\" (section 1 of the hill) provides that a retailer must pro­

rate the pa~'ments on the eOTJtraet among tlw purchases in a ratio ai' 

the original cash prices of the various purchases hear to the total cash 

price of all goods purchased but not fully paid for. r:)'his means that 

each succeeding' purchase is secured not only by the security interest 

ill that propert~T hut also by security interests in the previously sold 

and not paid for purchases. Under such an arrangement the first pur­

chase may llot he fully paid for until the contract as a whole has beell 

satisfied. Under these circumstances a consumer risks the loss of itemiol 

already paid for if he <lefaults in payment on items mOiolt recently 

purchased. 

Section 1 of the bill requires a retailer to credit the payments he 

receiYes all retail iJlstallment loans to the goods in the order ill \vhich 

the purchases were made so as to release the security interest in the 

goods in the order ill which they were purchased, in short, 011 a first-in, 

first-out basis. 

Section 2 of the bill prohibits the retention of a mortgage all real 

property pursuant to a l'etail installment sale and provides that allY 

Hueh mortgage which is so made is void and unenforceable. This sec­

tion places in statute form a Supreme Court decision, Crimrd Accept­

arlce Corpomtion ". TVallace, 76 N. J. 484, which decided that a "real 

property mortgage could not be taken as additional collateral securit~· 

with respect to Retail Installment Sales Act and accordingly the real 

estate mortgages were declared void and ordered discharged from 

record." 



DECEMBER 9, 1981 

Governor B:L>endan Byrne today signed t:he follOldT'.g bills into laH: 

A-94,1, sponsored by Assembly.man Cohn B. PaoJ.eJ.~.a (R-Bergen), prohibitinrJ landlc::'.::ds 

from refl~sing to :rent housing because of the 12.ndlord' s objections t:o t.he source of. a 

potential tcnant~s lc'lwful income. 

The hill i."3 intended to prot:~ct. f:nxn housing discrimination welfare ~eci.pients,. 

spouses depend~nt on <·~li:rnr.my and d'iild support payments and tenants recei-",ing Sovcl:T:r.:ental 

rental assistQnc~. CUrren\:: law a.lready prohibits disc.=imin.ation cn th~ basiso? rac,,,~ 

~celi~JionG and rntio:nal origin. 'The bill would not affect a landlord's ri-ghtto refuse 

"bJ Y.f:nt. to a tel'1Q.:l1C on r.ne basis of c:o::edit unworthir.e;:;s. 

3)e;;;o.n~ 'laic UP';);:). tl1~ birth of.a chi.ld ':ro:n criI.1~.llal to civil offenses. 

sponsored by Assembly~xn Byron M. Baer 

on that. consumer." 13 retail :1.:1stallment. p1.1J:chase. In 2.d:li tion I the bill Pl"O'.7';.d:::s ·:h:: '::: 

J:-02r.1.ewed '<.ne of 1983 are Tequir~d to 

~1~50. 
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