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(Prefil ed)
January 4, 2023

Introduced by Sen. JACKSON -- read twice and ordered printed, and when
printed to be conmitted to the Conmittee on Judiciary

AN ACT to anend the real property law, in relation to establishing secu-
rity deposit options for certain tenants

The People of the State of New York, represented in Senate and Assem
bly, do enact as foll ows:

Section 1. The real property |law is amended by addi ng a new section
238-b to read as follows:

8 238-b. Security deposit. 1. A landlord who requires a security
deposit to be paid by a tenant which is covered by the provisions of
sections 7-107 and 7-108 of the general obligations law shall also be
required to offer to accept at |east one of the following options in
lieu of such security deposit:

a. Paynment of any security deposit over a series of noless than six
equal nonthly installnment paynents, which installnents shall be due on
the sane day as the nonthly rent paynent and which may be paid together
with the nonthly rent paynent in a single transaction, absent a separate
agr eenent between such | andlord and tenant;

b. Paynment of a reduced security deposit which shall be no nore than
fifty percent of the anpunt of one nonth's rent under such contract; or

c. If such tenant qualifies, paynent of any deposit pursuant to 18
NYCRR 352. 6.

2. In addition to the options in subdivision one of this section in
lieu of a security deposit, a landlord may accept rental security insur-
ance, defined as a surety bond or i nsurance policy issued by a
licensed carrier in the state of New York that guarantees or indemifies
a tenant after default of a financi al obligation under the rental
agreenent. If the landlord wishes to offer or suggest rental security
insurance that is provided by itself or a separate conpany, the rental
security insurance offered nust satisfy the following criteria:
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a. the insurance provider is an approved carrier licensed by the
departnent of financial services pursuant to article eleven of the
insurance | aw.

b. the coverage is effective upon the paynent of the first prem umor
fee and remains effective for the entire | ease term

c. any dispute under the coverage cannot require arbitration and wai ve
the tenant's right to go to court;

d. the anmpunt paid by the tenant cannot exceed the anpunt of the
cover age;

e. the tenant cannot be liable to the insurance provider for any
clains paid out to the landlord; and

f. the coverage provided per claimis no less than the anpunt such
landlord requires for security deposits.

3. Atenant who elects to provide rental security insurance, pursuant
to paragraph a of subdivision one of this section, inlieu of a required
security deposit shall not be required to provide additional security or
insurance coverage per claim in an anpunt greater than the anpunt
required for the security deposit.

4. Such landlord shall not inpose any additional fees or interest on a
tenant that pays their security deposit in an alternate nmanner pursuant
to subdivision one of this section.

5. Any agreenent to pay a security deposit in installnments shall be
included within such contract, |ease or agreenent and shall specify the
total deposit anpbunt due and the anpunt due for each installnent.

6. Prior to entering into a contract, |lease or rental agreement a
|l andl ord shall provide the tenant witten notice of the available secu-
rity deposit alternatives and include the follow ng |anguage: "If a
security deposit is required, tenant has the right to request and | and-
lord is required to accept one of the following three alternatives: a. a
deposit paid over no less than six equal nonthly installnents; b. a
one-tinme reduced security deposit paynent of no nore than fifty percent
of the nonthly rental rate charged for the rental unit; or c. if such
tenant qualifies, a deposit paid through the departnment of social
services grant program pursuant to 18 NYCRR 352.6. Tenant shall not be
required to provide rental security insurance coverage per claim in an
anpunt greater than the ampount required for the security deposit".

7. The requirenents of this section shall be considered source of
incone as defined by subdivision thirty-six of section two hundred nine-
ty-two of the executive |law and any violation of this section may be a
violation of section two hundred ninety-six of the executive |aw.

§ 2. This act shall take effect on the thirtieth day after it shal
have becone a law. Effective inmedi ately, the addition, anmendment and/or
repeal of any rule or regulation necessary for the inplenentation of
this act on its effective date are authorized to be nade and conpl eted
on or before such effective date.




