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MEMORANDUM IN OPPOSITION

February 13, 2007
S2442 Morahan (ON SENATE CONSUMER PROTECTION COMMITTEE AGENDA)

AN ACT to amend the general business law, in relation to prohibiting late Charges on credit cards in certain instances


This memorandum in opposition is written on behalf of our client, the New York Bankers Association.

The New York Bankers Association opposes this legislation that would prohibit credit card issuers from imposing late charges on credit cards when the amount of the late charge exceeds the monthly payment due.  This legislation would impose a significant new cost on the few remaining New York issuers of credit cards, would not apply to the vast majority of companies that issue cards to New York residents, and would be extremely costly and difficult to implement.  The Association is comprised of the community, regional and money center commercial banks of New York State, which have aggregate assets in excess of $3 trillion and more than 340,000 New York employees. 

This legislation would prohibit New York credit card issuers from imposing a late charge on a customer’s credit card account when the amount of the late charge exceeds the monthly payment due on the card.  In recent years, the number of New York credit card issuers has steadily declined.  Today there are only a few remaining New York credit card issuers.  However, these issuers employ many New Yorkers in locations throughout the State.  This legislation would impose a significant new cost of doing business on New York credit card issuers.  No other State of which we are aware imposes such a limitation on credit cards.

Most New Yorkers hold credit cards issued by banks or other card issuers from outside New York.  This legislation will not apply to non-New York banks which issue credit cards because, under federal law, the State of New York has no authority to regulate rates and fees charged by federally chartered banks.  Thus, state-chartered credit card issuers will be at a competitive disadvantage.  Moreover, in order to comply with this bill, state-chartered New York credit card issuers will need to reprogram all of their credit card account files in order to identify those on which late fees exceed the amount of the monthly payment.  Those credit cards which provide consumers the option of low monthly payments will be most adversely affected since a larger percentage of their accounts will not be subject to late fees, making it more costly and difficult for banks to serve this market niche.  In addition, as a result, this legislation will eliminate one of the most effective methods banks have of encouraging consumers to pay their bills on time, forcing those consumers who do so to subsidize the increased costs from accounts that are delinquent.

For these reasons, the New York Bankers Association opposes this legislation and urges that it be withdrawn.
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