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MEMORANDUM IN OPPOSITION

June 3, 2009

S2460 Sampson (Senate Codes Committee)
A3409 Perry (Passed Assembly)

AN ACT to amend the personal property law and the banking law, in relation to excluding finance, service or interest charges and other authorized fees from the amount used to determine whether the specified credit limit has been exceeded for the purpose of imposing an overlimit charge in retail installment credit agreements and other installment obligations


This memorandum in opposition is written on behalf of our client, the New York Bankers Association.  The Association is comprised of the community, regional and money center commercial banks and thrift institutions doing business in New York State.  In aggregate, members of the Association employ approximately 250,000 New Yorkers and hold more than $9 trillion in assets.

This legislation would explicitly limit the imposition of overlimit charges to circumstances in which an overlimit charge was imposed as a result of a consumer making a purchase or obtaining a cash advance. This legislation would deny creditors the right to price their products appropriately, limit consumer choice and be applicable only to State-chartered lenders.    It would exclude overlimit charges that result from the imposition of interest, fees or other charges.  New Yorkers currently have thousands of credit products from which to choose. One of the reasons credit products have proliferated in recent years is the flexibility that lenders have in pricing their products.  By varying the types and amounts of charges, and the timing and conditions for the imposition of charges, lenders are able to design credit products to fit almost any consumer need.

Excluding one or a category of allowable charges from the menu of variables in risk-based pricing plans may leave creditors no choice but to increase the cost of using other variables.  Thus, consumers may be charged alternative fees, even when they have not gone over their credit limits for any reason – a result that would discourage consumers from adhering to their credit contracts.

In addition, this legislation will apply only to State-chartered lenders, of whom there are fewer and fewer.  National banks and federally chartered thrift institutions will be free to vary their pricing on the basis of the needs and choices of their customers.

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

Respectfully Submitted,
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