O©CoO~NOUPA~WNE

STATE OF NEW YORK

10133--A

| N ASSEMBLY

February 3, 2026

Introduced by M of A VANEL -- read once and referred to the Conmittee
on Banks -- committee discharged, bill anmended, ordered reprinted as
amended and reconmitted to said conmittee

AN ACT to anend the banking law, in relation to personal |oans and
short-term | endi ng conditions

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

Section 1. The banking law is amended by adding a new section 3 to
read as foll ows:

8 3. True lender; personal |oans; short-termlending conditions. 1. As
used in this section, the following terns shall have the foll ow ng nean-

i ngs:
(a) (i) "Personal |loan" shall nean any extension of noney or credit

made to a natural person for household or personal use in exchange for
such natural person's agreenent to a certain set of terms, including,
but not limted to, any finance charges, fees, interest, other consider-
ation, or other conditions.

(ii) "Personal loan" includes closed-end and open-end credit and any
transaction conducted via any nedium including paper or electronic
neans, facsimle, internet, or telephone.

(iii) The term "personal loan" shall not include:

(A) open-end credit plans subject to the federal Truth in Lending Act
and Requlation Z that are accessed by the use of a credit card or simn-
lar device and that contenplate repeated transactions;

(B) any extension of credit secured by a nortgage., deed of trust, or
ot her consensual security interest in real property, including hone
equity lines of credit; or

(C) any other extension of «credit that is subject to a charter,
license, or regulatory regine under this chapter or other provisions of
New York state law that provides for ongoing supervision, examnation
and enforcenent authority by the superintendent, as determined by the
superintendent pursuant to rules establishing objective criteria.

(b) "Lender" shall nean:

EXPLANATI ON- - Matter in italics (underscored) is new, matter in brackets
[-] is oldlawto be omtted.
LBD13842- 03- 6



O©Coo~NoOO~wWNE

A. 10133--A 2

(i) Any person, including any affiliate or subsidiary of such person
t hat:

(A) offers or nakes a personal | oan;

(B) purchases or acquires a whole or partial interest in a persona
|l oan or any receivable arising froma personal |oan;

(C) arranges, brokers, or facilitates a personal loan for a third
party; or

(D) acts as an agent for a third party in nmaking a personal | oan
regardl ess of whether approval, acceptance, or ratification by the third
party is necessary to create a legal obligation for the third party.

(ii) A person is a lender notw thstanding that such person purports to
act as an agent., service provider, or in another capacity for another
person that is exenpt fromthis section or the laws of this state if any
of the follow ng apply:

(A) such person holds, acquires, or maintains, directly or indirectly,
the predonm nant economic interest in a personal |oan;

B such person markets, brokers, arranges, or facilitates a persona
loan and holds the right, requirenment, or first right of refusal to
purchase or acquire a personal loan or any receivable or interest in a
personal |oan; or

(O the totality of the circunstances indicate that such person is a
|l ender, and the personal loan is structured to evade the requirenents of
this section. Crcunstances that weigh in favor of such a finding
include, without limtation, where such person:

1) indemifies, insures, or protects a person that is not subject to
this section for any costs or risks related to such personal |oan;

(2) predonminantly designs, controls, or operates the programfor such
personal |oan; or

(3) holds the trademark or intellectual property rights in the brand,
underwriting system or other core aspects of a | ender.

(c) "Control" shall nean 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 another person, but no person shall be

deened to control another person solely by reason of being an officer or
director of such other person.
(d) "Exenpt organization" shall nean any of the foll ow ng

i) Any bank, savings bank, savings and |oan association, trust conpa-
ny, private banker, credit wunion, investnent conpany organi zed under
article twelve of this chapter, national bank, federal savings associ-
ation, federal savings and loan association, federal credit union,
federal trust conpany, and foreign banking corporation licensed by the
conptroller of the currency to transact business in this state or by the
United States.

ii) An erson organi zed under and conducting transactions subject to
article nine, nine-A or ten of the personal property law, unless credit
is extended to purchase nerchandise certificates, coupons, open or
closed loop stored value, or other sinmlar itens issued and redeenmabl e
by a retail seller other than the retail seller extending the credit, or
under article eleven of the personal property |aw

(iii) Any person organized under and conducting transactions subject
to articles nine, twelve-B, twelve-D twelve-E and fourteen-B of this

chapter.
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(iv) Any person making loans wunder prograns of the United States
Departnent of Agriculture, Departnent of Housing and Urban Devel opnent,
or any other federal governnment programthat provides funding or access
to funding for single-fanmly housing devel opnents or grants to |l owin-
cone individuals for the purchase or repair of single-fanmly housing.

(v) Nonprofit housing organi zations neking | oans, or |oans made under
housing prograns that are funded in whole or in part by federal or state
progranms if the primary purpose of such progranms is to assist |owincone
borrowers with purchasing or repairing housing or the developnent of
housing for lowincone New York state residents.

(vi) Any person that extends noney or credit to another person on a
nonrecourse basis in exchange for a contingent right to receive an
anpunt  of the potential proceeds of any award. judgnent, settlenent.
verdict, or other resolution froma pending legal action, unless such
person requires repaynent in the event that such other person does not
prevail in their civil proceeding.

(e) "Short-termloan"” shall nean:

(i) a closed-end personal |oan;

(ii) in the principal anmpunt of three thousand dollars or |ess;

(iii) with a scheduled termof not |less than three nonths and not nore
than twel ve nonths;

(iv) repayable in substantially equal periodic installnents wth no
paynent resulting in a material increase in principal balance, deferra
of principal repaynent., or negative anortization;

v) that anortize the principal balance over the scheduled ter and

(vi) that is unsecured by real property, a notor vehicle title, or any
other collateral other than the borrower's personal obligation to repay.

2. (a) Any personal loan nade by a lender. other than an exenpt organ-
ization, to a resident of or person physically located in the state of
New York is subject to the authority and restrictions of this chapter
and applicable provisions of the financial services law, the genera
obligations law, the penal law, and the laws of this state.

(b) The provisions of this section apply to any person, other than an
exenpt organi zation, that the superintendent deternines is a |ender
seeking to evade its applicability by any device, subterfuge, or
pretense, including by exercising control over the origination, under-
witing, servicing, or <collection of a personal |oan through another
per son.

(c) The provisions of this section shall not apply to any |oan nmde
before the effective date of this section.

(d) The provisions of this section shall not apply to any | oan nmade
for a comrercial or business purpose.

3. It shall be unlawful for any lender to engage in any device,
subterfuge, or pretense to evade the requirenents of this section or to
designate another person as the lender in nane or formfor the purpose
of such evasion.

4. \Where a lender, other than an exenpt organization. nmakes a persona
loan to a person who is physically located in or a resident of this
state, the interest rate of such personal |oan shall not exceed the
rates pernmtted in section 5-501 of the general obligations |aw or
sections 190.40 and 190.42 of the penal |aw

5. (a) Notwi thstanding subdivision four of this section, section 5-501
of the general obligations law or sections 190.40 and 190.42 of the
penal law, a lender may extend a short-term |l oan pursuant to the foll ow
ing requirenents:
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(i) The total <cost of <credit, inclusive of all interest, finance
charges, fees, admnistrative charges, and any other consideration
retained by the lender or its affiliates in connection with a short-term
|l oan, whether charged upfront, periodically, or as a condition of
obtaining or mnmarintaining such short-term l|loan, shall not exceed an
anpbunt _equal to twenty-five percent per annumof the principal anount
advanced, cal cul ated based on the scheduled termof the |oan.

(ii) A lender nmmy inpose a one-tine, non-recurring adninistrative
charge, provided that:

(A) such adninistrative charge is flat in amobunt and is inposed no
nore than once per short-terml oan;

(B) such administrative charge is included in, and counts toward., the
total cost of credit pernitted under subparagraph (i) of this paragraph;

(©) no such adnministrative charge nay be inposed in connection wth
any refinancing, renewal, extension., or nodification of a short-term
|l oan, and short-termloans made in a pattern that functionally replicate
refinancing or extension nmay be treated as a single |oan for purposes of
this section; and

(D) such adninistrative charge shall not exceed five dollars for a
short-termloan with a principal anmpunt of five hundred dollars or less,
ten dollars for a short-termloan with a principal anmpunt exceeding five
hundred dollars but not exceeding one thousand dollars, or fifteen
dollars for a short-termloan with a principal anount exceeding one
thousand dollars but not exceeding three thousand dollars.

(iii) Upon prepaynent of a short-termloan prior to the schedul ed
maturity date, a lender may retain an administrative fee lawfully
inposed pursuant to clause (D) of subparagraph (ii) of this paragraph,
provided that the total cost of credit, including such administrative
fee, retained by the | ender does not exceed the maxi num anbunt pernitted
under subparagraph (i) of this paragraph.

(b) A borrower may prepay a short-termloan in whole or in part at any
tinme without penalty. No fee, charge, or additional consideration nmay be
inposed solely as a result of such prepaynment, except as expressly
permtted pursuant to subparagraph (iii) of paragraph (a) of this subdi -
Vi si on.

(c) Wth regard to a short-termloan, a lender shall not:

(i) accelerate the maturity of a short-termloan, declare a short-term
loan imediately due and payable, or otherwi se require imedi ate paynent
of the entire unpaid bal ance;

(ii) inpose any fee, charge or additional consideration in connection
with a forbearance, defernent or extension of repaynent, other than the
continued accrual of interest on the unpaid principal balance at a rate
not exceeding the rate otherw se permitted under this subdivision;

(iii) structure, label, or adninister a transaction in a manner that
circunvents or attenpts to circunvent the requirenents of this subdivi-
sion; or

(iv) make a short-term loan prior to perfornmng, or causing to be
perforned, reasonable risk-based underwiting, subject to regulations to

be promul gated by the superintendent.
(d) (i) late fees inposed pursuant to this paragraph shall not be

considered part of the total cost of credit for purposes of paragraph
(a) of this subdivision.

(ii) Alender nmay inpose a late fee in connection with a short-term
loan only if an installnent paynent is not received within a reasonable
grace period prescribed by regulation, and only as follows:
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(A) no nore than one late fee may be i nposed for any mnmissed or late
install nent paynent:

(B) a late fee shall be flat in anmbunt and shall not exceed five
dollars for a short-termloan with a principal amunt of five hundred
dollars or less, ten dollars for a short-termloan with a principa
anpunt exceeding five hundred dollars but not exceeding one thousand
dollars, or fifteen dollars for a short-termloan with a principa
amount exceedi ng one thousand dollars but not exceeding three thousand
doll ars:;

(G such late fee shall not conpound, be assessed on a per-day basis,
or be inposed nore than once with respect to the sanme installnent
paynent .

(iii) In no event shall the aggregate anpbunt of late fees inposed
pursuant to this paragraph over the life of a short-term |oan exceed
fifteen dollars for short-termloans of five hundred dollars or |ess,
thirty dollars for short-term | oans exceeding five hundred dollars but
not exceedi ng one thousand dollars, or forty-five dollars for short-term
| oans exceeding one thousand dollars but not exceeding three thousand
doll ars.

(iv) A lender shall not design or admnister a short-term loan in a
nanner intended or reasonably expected to generate |late fees as a requ-
lar or anticipated source of revenue.

(e) (i) Upon a borrower's default, interest may continue to accrue on
the unpaid principal balance of a short-termloan; provided, however,
that such interest shall not accrue at a rate greater than the rate
otherwise permtted under this subdivision, and no increased or default
rate of interest shall be inposed as a result of such default.

(ii) Except as expressly permtted by this subdivision, no |ender
shall inpose or collect, directly or indirectly, any fee, charge, or
consideration in connection with a borrower's default, including but not
limted to default fees, acceleration fees, collection fees, convenience
fees, or any fee calculated as a percentage of the unpai d bal ance.

(f) A short-termloan that is in conpliance with this subdivision at
the tinme it is made shall not be deened to violate this subdivision
solely because the actual tine required for repaynent exceeds twelve
nonths due to late paynent, default, forbearance, defernent, or other
borrower nonconpliance, provided that the | ender does not renew, refi-
nance, or nodify such short-termloan in a manner that extends the sche-
duled term beyond twelve nonths or inposes any charge or consideration
not otherw se permtted under this subdivision.

(g) Nothing in this subdivision shall be construed to prohibit the
recovery of court-awarded costs, statutory interest on a judgnent, or
attorneys' fees to the extent otherwise permtted by | aw

(h) A short-termloan that conplies with this subdivision shall not be
deened civilly or crinmnally usurious solely by reason of the annualized
equivalent rate of interest or fees. Nothing in this subdivision shal
be construed to authorize any charge or practice not expressly permtted
herein, or tolimt the applicability of the usury laws of this state to
any personal loan that does not neet the requirenents of this subdivi-
si on.

6. (a) No | ender shall have any right to collect, attenpt to collect,
receive, or retain any fee, interest, charges, or other consideration in
excess of the principal related to a personal |loan that violates the
provisions of this section.
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(b) Violation of the provisions of this section may be subject to
civil penalties, restitution, injunctive relief and other corrective
action or enforcenment neasures inposed by the superintendent.

7. (a) The superintendent shall promulgate, and may fromtinme to tine
anend. rules and regulations as necessary to inplenent this section,
including, but not Jlimted to, rules and regulations relating to the
reasonabl e risk based underwiting of short-termloans., the disclosure
of personal and short-termloan terns and conditions, grace periods for
|late paynents, and the establishnent of objective criteria for determnin-
ing whether an extension of credit is subject to a charter, license, or
requlatory regine providing for ongoing supervision, examnation, and
enforcenent authority for purposes of subparagraph (iii) of paragraph
(a) of subdivision one of this section.

(b) The superintendent nmay, by reqgulation, adjust the dollar anpunts
specified in subdivision five of this section to reflect changes in the
Consuner Price lndex, or a successor index, as published by the United
States Bureau of lLabor Statistics, provided that:

(i) any such adjustnment shall apply prospectively only to short-term
| oans made on or after the effective date of such adjustnent:;

(ii) no such adjustnent shall occur nore frequently than once every
three years;

(iii) adjusted dollar anmpunts shall be rounded to the nearest whole
dollar; and

(iv) the superintendent shall publish notice of any adjustnent nade
pursuant to this paragraph in the state register and on the departnent
of financial services' website.

8. (a) If any provision of this section or the application thereof to
any person or circunstances is held to be invalid, such invalidity shal
not affect other provisions or applications of this section which can be
given effect without the invalid provision or application, and to this
end, the provisions of this section are severable.

(b) This section shall not apply to the extent that it is preenpted by

federal law. Nothing in this section shall be construed to require any
act prohibited, or prohibit any act required, by federal |aw.
8 2. The superintendent of financial services shall pronulgate rules

and regulations necessary to inplement the provisions of section one of
this act no |ater than one year after this section shall have becone a
| aw.

§ 3. This act shall take effect i mediately; provided, however, that:

(a) section one of this act shall take effect on the one hundred
eightieth day after the superintendent of financial services has pronul-
gated the rules and regul ations required under section two of this act;
and

(b) the superintendent of financial services shall notify the |egisla-
tive bill drafting comr ssion upon the occurrence of the promul gation of
the rules and regulations provided for in section two of this act in
order that the commission may maintain an accurate and tinely effective
data base of the official text of the laws of the state of New York in
furtherance of effectuating the provisions of section 44 of the |egisla-
tive |l aw and section 70-b of the public officers |aw

Ef fective i mredi ately, the addition, amendnent and/or repeal of any
rule or regulation necessary for the inplenentation of section one of
this act on its effective date are authorized to be nade and conpleted
on or before such effective date.



