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STATE OF NEW YORK

10133

| N ASSEMBLY

February 3, 2026

Introduced by M of A VANEL -- read once and referred to the Conmittee
on Banks

AN ACT to anmend the banking law, in relation to prohibiting predatory
| oan evasi on practices

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

Section 1. The banking |l aw is anmended by adding a new section 9-zz to
read as foll ows:

8 9-zz. Prohibition on predatory |loan evasion practices. 1. As used in
this section the following terns shall have the foll owi ng neani ngs:

(a) "loan" shall nean any extension of credit, whether open-end or
closed-end, to a resident of this state or to a resident of another
state by an entity incorporated in or with its principal place of busi-
ness within this state, regardl ess of whether such loans are used for
commercial or househol d purposes.

(b) "Person" or "entity" shall nean an individual, corporation, part-
nership, limted liability conpany, joint venture, association, joint
stock conpany, trust, sole proprietorship., or other unincorporated
organi zation, or other simlar entity that, in the ordinary course of
busi ness. extends | oans.

(c) "Exenpt person” shall nean any person or entity not described in
subdivision three of this section.

(d) "True lender" neans the person who, as a matter of fact and not
solely by form is the actual lender of a |oan. Such person shall be the
actual lender of a | ocan where one of the follow ng apply:

(i) The person holds the predonminant economic interest in the | oan,
which may include, but shall not be limted to receiving the majority of
revenues, interest, or fees fromthe |oan;

(ii) The person markets, arranges, brokers, or facilitates the |oan
and has the right to purchase or receive assignnent of the |loan, or the
receivables, after origination; or

(iii) The person, by contract or practice, exercises substantia
control over key terns of the loan, including interest rates, repaynent
schedul es, or collection practices.

EXPLANATI ON- - Matter in italics (underscored) is new, matter in brackets
[-] is old lawto be onmitted.
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(e) "Control" shall nmean the possession, directly or indirectly, of
the power to direct or cause the direction of the managenent and poli -
cies of a person, whether through the ownership of voting stock, the
ownership of voting stock of any person which possess such power or
ot herw se. Control shall be presuned to exist if any person., directly
or indirectly, owns, controls, or holds the power to vote ten per centum
or nore of the voting stock of any person or of any person which owns,
controls or holds wth power to vote ten per centumor nore of the
voting stock of any licensee, but no person shall be deened to control a
licensee solely by reason of being an officer or director of such |icen-
see _or_person.

2. Were a person is the true lender of a |loan made to a resident of
this state and the interest rate of such |oan exceeds the rates permt-
ted in section 5-501 of the general obligations law or sections 190.40
and 190.42 of the penal law, it shall be unlawful for such person to
originate such |loan through an entity other than their own entity or
through an entity they directly or substantially control.

3. It shall be unlawful for any non-exenpt person to designate another
party as the lender in nane or formfor the purpose of evading the
requirenents of this section or the interest-rate, licensing, or consum
er-protection laws of this state.

4. The provisions of this section shall not apply to a national bank
out-of-state bank, bank holding conpany, federally chartered credit
union, out-of-state credit union, a tribal entity or any subsidiary or
affiliate of those financial institutions.

5. A person who violates this section shall be subject to a civil
penalty of three tines the total interest and fees collected on al
loans nmmde in violation. Each unlawful |oan made to a person or entity
shall constitute a separate violation

6. The departnment shall pronmulgate all rules and regul ati ons necessary
to inplenent and enforce this section.

8§ 2. This act shall take effect on the one hundred eightieth day after
it shall have becone a law. Effective immediately, the addition, anmend-
ment and/or repeal of any rule or regulation necessary for the inplenen-
tation of this act onits effective date are authorized to be nade and
conpl eted on or before such effective date.




