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STATE OF NEW YORK

EXECUTIVE CHAMBER

ALBANY 12224

APR 041995

TO THE Senate:
I am returning herewith,
following bill:

without my approval,

Assembly Bill Number 2463,

the

entitled:

HAN ACT to amend the banking law
banking records"

~EIO # .3

f

in relation to

I am vetoing this bill.
The State fiscal year begins
April 1 -- on February 1st I submitted the Executive Budget
bills.
By March 31st the State Senate had passed a budget
including the five major budget bills.
To date
the Assembly
Majority has failed to pass a 1995-96 fiscal year budget.
They
have even refused to propose a budget.
This is unacceptable.
This is game playing.
We cannot have business as usual In this
State.
f

f

I will continue to veto all legislation that does not
require immediate action until such time as a budget is adopted.
The bill is disapproved.
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MEMORANDUM OF SUPPORT

s./~3~ by Senator Hugh T.
TITLE:

Farley

_A_.

by Assemblywoman Greene

AN ACT to amend the Banking Law, in relation to banking records

PURPOSE: To clarify that licensed lenders and mortgage banking orga"nizations may
use optical disk storage systems to preserve records as required by law; and to
enable licensed lenders to return a copy of an obligation, instead of the original
document, upon repayment of a loan.
SUMMARY:
Amends Sections 349 and 597 of the Banking Law to clarify that a
licensed lender or various mortgage entities may preserve records through the use
of an optical disk storage system.
Amends Section 352 of the Banking Law to enable licensed lenders to return a
copy of an obligation, instead of the original document, upon the repayment of the
loan in full.

JUSTIFICATION: The Banking Law requires licensed lenders, mortgage bankers,
mortgage brokers and mortgage-related exempt organizations to preserve books,
accounts and records which will enable the Superintendent of Banks to determine
whether the entity is in compliance with applicable laws and regulations. J?ursuant
to Sections 349 and 597 of the Banking Law, these records may be preserved through
photographic reproduction and the use of electronic data processing equipment,
provided that any records preserved by these methods are comparable to the original
and that such records are available for examination upon request of the Department.
This bill clarifies and ensures that optical disk storage systems are considered a form
of photographic reproduction. This will enable optical disk technology to be used by
licensed lenders, mortgage bankers, mortgage brokers and exempt organizations to
preserve records. Optical disk systems are currently being utilized by many business
and government entities. These systems have proven to be efficient and costeffective ways of preserving and managing records. They can reduce the need for
costly storage space, improve the ability to quickly locate and retrieve documents,
and assist in quickly and accurately routing documents.
This bill would also provide that, upon the repayment of a loan, a licensed lender shall
return to the borrower either the original obligation document, or a copy of it, marked
"paid" or "cancelled. n
Currently, a licensed lender must return the original
document. This existing requirement dates back to at least 1914, and has become
burdensome, inconvenient and costly. Many licensed lenders have national operations
and maintain and store their records in centralized facilities. Because other states
do not require the return of original documents, licensed lenders must treat New York
records in a distinct manner.
In addition, this requirement applies only to licensed lenders. Other types of lenders
are· generally not required to provide notice when a loan is repaid. Where another
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- page 2 type of lender is subject to a similar requirement, as with a retail installment sales
contract, this type of lender only needs to provide notice in response to a written
demand from a customer, and the lender only needs to provide tI good and sufficient
instruments" as are necessary to acknowledge payment -- the retail installment sales
lender is not required to return the original document.
This bill would provide licensed lenders with an alternative to the current inefficient
administrative burden that applies solely to their industry. At the same time, the bill
will continue to ensure that borrowers are notified when they repay their loans. A
licensed lender could utilize an optical disk system to quickly and easily obtain a copy
of the obligation, which could then be marked "paid" and returned to the borrower.
By allowing a more efficient and cost-effective loan and record keeping process, this
bill will benefit both borrowers and lenders.

FISCAL IMPACT:
EFFECTIVE DATE:

None to the State
On the thirtieth day after it shall have become a law
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ef.
HUGH T. FARLEY

ROOM 412

44TH DISTRICT

LEGISLATIVE OFFICE BUILDING
ALBANY, NEW YORK 12247

CHAIRMAN

518-455-2181

COMMITTEE ON BANKS
COMMITTEE ASSIGNMENTS:
CHAIRMAN
SELECT COMMITTEE ON
INTERSTATE COOPERATION

THE SENATE
STATE OF NEW YORK

AGING· BANKS
CIVIL SERVICE AND PENSIONS
ENVIRONMENTAL CONSERVATION
ETHICS - HEALTH· HOUSING

CHAIRMAN

IUDICIARY - LABOR

SUBCOMMITTEE ON LIBRARIES

March 28, 1995
The Honorable Michael C. Finnegan
Executive Chamber
State Capitol
Legislative Off. Room 225
Albany, New York 12224
Dear Mr. Finnegan:
Thank you for the opportunity to comment on my bill, A.2463 (8.1632), which is
before the Governor for his consideration. This bill was originally introduced in
1994, and was passed by the Senate in that year.
This bill contains two proposals. First, it clarifies that licensed lenders, mortgage
bankers, mortgage brokers and mortgage-related exempt organizations may use an
optical disk storage system to preserve the books, accounts and records that they
are required to maintain for the Banking Department. Second, the bill allows
licensed lenders to return a copy of the loan obligation, instead of the original
document, upon the repayment of a loan. The copy would have to be marked to
indicate that the loan was tfpaid tf or "cancelled. tf
Licensed lenders, mortgage bankers, mortgage brokers and mortgage-related exempt
organizations are required to preserve books, accounts and records which will
enable the Superintendent of Banks to determine whether these entities are in
compliance with applicable laws and regulations. The Banking Law currently allows
these records to be preserved through photographic reproduction and the use of
electronic data processing equipment. This bill clarifies and ensures that optical
disk storage systems are considered a form of photographic reproduction. An optical
disk system would have to meet the current requirement to provide records which
are comparable to the original and to ensure that such records are available for
examination upon request of the Department.
An optical disk system offers an efficient and cost-effective way to preserve and
utilize records. It can reduce the need for costly storage space, improve the ability
to quickly locate and retrieve documents and improve the management of records.
This technology is particularly efficient and useful for those licensed lenders and
mortgage companies which have national operations and which maintain their records
in centralized locations.
Optical disk sytems are increasingly being used by many businesses and governmental entities. For example, New York law specifically provides that the Labor
Department and the Workers Compensation Board may use optical disk technology for
their records. The Department of Motor Vehicles recently completed a pilot project
to use optical imaging for motor vehicle certificates of title. Many banks now use

@
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March 28, 1995
imaging technology for several functions, including check processing. This bill will
help clarify and ensure that licensed lenders and regulated mortgage entities may
use this modern and efficient record keeping technology .
The current requirement for licensed lenders to return the original loan document
upon repayment is burdensome, inconvenient and costly. It should also be noted
that the return of the obligation document has no special meaning or significance,
and has no legal impact on whether or not a debt is discharged. This bill would allow
licensed lenders to return a copy of the obligation marked paid or cancelled. This
would reduce the administrative burden and costs for licensed lenders while
continuing to ensure that customers receive notice when a loan has been paid.
The requirement for licensed lenders to return the original document is based on an
old law which dates back to at least 1914. This law subjects licensed lenders to a
requirement which does not apply to other types of lenders. For example, banks are
under no obligation to provide notice that a loan has been paid. For retail
installment sales contracts and motor vehicle installment sales contracts, the lender
only needs to provide notice upon written demand from the customer; furthermore,
the lender only needs to provide "good and sufficient instruments" as are necessary
to acknowledge payment -- there is no requirement to return the original document.
As mentioned earlier, many licensed lenders have national operations and maintain
their records in centralized locations. The current process for storing and then
returning the original loan document is cumbersome and inefficient. The ability to
return a copy could be much less burdensome, particularly if a licensed lender uses
an efficient record keeping system such as an optical disk imaging system.
I urge the Governor to sign this bill into law.
Best regards.
Cordially,

I~-r~
Hugh T. Farley
Senator

HTF:PPE
Ene!. -- Memo of Support
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HUGH T. FARLEY
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March 28, 1995
The Honorable Michael C. Finnegan
Executive Chamber
State Capitol
Legislative Orf. Room 225
Albany, New York 12224
Dear Mr. Finnegan:
Thank you for the opportunity to comment on my bill, A. 2463 (8.1632») which is
before the Governor for his consideration. This bill was originally introduced in
1994, and was passed by the Senate in that year.
This bill contains two proposals. First, it clarifies that licensed lenders, mortgage
bankers, mortgage brokers and mortgage-related exempt orgariizations may use an
optical disk storage system to preserve the books, accounts and records that they
are required to maintain for the Banking Department. Second, the bill allows
licensed lenders to return a copy of the loan obligation, instead of the original
document, upon the repayment of a loan. The copy would have to be marked to
indicate that the loan was H paid ll or ucancelled. tt
Licensed lenders, mortgage bankers, mortgage brokers and mortgage-related exempt
organizations are required to preserve books, accounts and records which will
enable the Superintendent of Banks to determine whether these entities are in
compliance with applicable laws and regulations. The Banking Law currently allows
these records to be preserved through photographic reproduction and the use of
electronic data processing equipment. This bill clarifies and ensures that optical
disk storage systems are considered a form of photographic reproduction. An optical
disk system would have to meet the current requirement to provide records which
are comparable to the original and to ensure that such records are available for
examination upon request of the Department.
An optical disk system offers an efficient and cost-effective way to preserve and
utilize records. It can reduce the need for costly storage space, improve the ability
to quickly locate and retrieve documents and improve the management of records.
This technology is particularly efficient and useful for those licensed lenders and
mortgage companies which have national operations and which maintain their records
in centralized locations.
Optical disk sytems are increasingly being used by many businesses and governmental entities. For example, New York law specifically provides that the Labor
Department and the Workers Compensation Board may use optical disk technology for
their l~ecords.The Department of Motor Vehicles recently completed a pilot project
to use optical imaging for motor vehicle certificates of title. Many banks now use

@
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March 28, 1995
imaging technology for several functions, including check processing. This bill will
help clarify and ensure that licensed lenders and regulated mortgage entities may
use this modern and efficient record keeping technology.
The current requirement for licensed lenders to return the original loan document
upon repayment is burdensome, inconvenient and costly. It should also be noted
that the return of the obligation document has no special meaning or significance,
and has no legal impact on whether or not a debt is discharged. This bill would allow
licensed lenders to return a copy of the obligation marked paid or cancelled. This
would reduce the administrative burden and costs for licensed lenders while
continuing to ensure that customers receive notice when a loan has been paid.
The requirement for licensed lenders to return the original document is based on an
old law which dates back to at least 1914. This law subjects licensed lenders to a
requirement which does not apply to other types of lenders. For example, banks are
under no obligation to provide notice that a loan has been paid.
For retail
installment sales contracts and motor vehicle installment sales contracts, the lender
only needs to provide notice upon written demand from the customer; furthermore,
the lender only needs to provide "good and sufficient instruments" as are necessary
to acknowledge payment -- there is no requirement to return the original document.
As mentioned earlier, many licensed lenders have national operations and maintain
their records in centralized locations. The current process for storing and then
returning the original loan document is cumbersome and inefficient. The ability to
return a copy could be much less burdensome, particularly if a licensed lender uses
an efficient record keeping system such as an optical disk imaging system.
I urge the Governor to sign this bill into law.

Best regards.
Cordially,

Hugh T. Farley
Senator
HTF:PPE

Ene!. -- Memo of Support

000011

iI'~~~.>'~.

THE

ASSEMB~Y RECE\VED

STATE OF NEW YORKMAR~\995
ALBANY

Q2)

CHAIRWOMAN
Standihg Committee on Banks
.CHAIRWOMAN

~ubcommittee on

.. -, Adult Education

AURELIA GREENE
Assemblywoman 77th District

COMMITTEES

1188 Grand Concourse - Suite D
Bronx, New York 10456
(212) 538·2000

March 24, 1995

Room 424
Legislative Office Building
Albany, New York 12248
(518) 455·5671

Cities
Education
Rules
Social Services
SUB COMMITTEE
Public School Violence

Honorable Michael C. Finnegan
Executive Chamber
State Capitol
Albany, New York 12224
Re: A2463/Greene
An Act to amend the
law, in relation to
records.

banking
banking

Dear Mr. Finnegan:
As you know, the above referenced bill passed both houses of the
legislature and has been delivered to the Governor for Executive
action.
The passage of this bill amends sections 349 and 597 of the Banking
Law to clarify that preservation of records in photographic form
includes using an optical disk storage system.
The proposed legislation simply clarifies existing law and includes
optical
disk program systems
as
a
form
of
photographic
reproduction.
The legislation also allows copies of loan
obligation documents to be sent to the borrower instead of
requiring that the original form to be returned.
As the law currently stands, optical disk storage is not recognized
as a proper form of storage, yet it is the most efficient system
available.
The state and federal laws seek to preserve bank records in a safe
and reliable manner.
This legislation adds another acceptable
format for storing and preserving records through the use of
optical disk storage.
In other states there is no requirement that the original letter of
obligation be returned to the customer and therefore lenders must
treat New York in a distinct manner. Upon the implementation
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Page Two

of this legislation New York would align itself with other states
in allowing copies to be returned to the customer of the loan
obligation instead of the original.
I support the enactment of this bill and urge you to recommend that
the Governor sign it into law.
Sincerely,

Aurelia Greene
Member of the Assembly
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BUDGET REPORT ON BILLS

B-203

NO RECOMMENDATION

SENATE

No.
Law:

Banking Law

Title:

AN ACT to amend the banking law, in relation to banking

records
The above bill has been referred to the Division of the Budget
for comment. After oareful review, we find that the bill has no
appreciable effeot on State finances or programs, and this office
does not have the technioal responsibility to make a recommendation
on the bill.
We therefore make no recommendation.

/
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STATE OF NEW YORK

BANKING DEPARTMENT

Two RECTOR STREET
NEW YORK. N.Y. 10006

March 23, 1995
MEMORANDUM ON
BILL BEFORE THE
GOVERNOR FOR
EXECUTIVE ACTION
Introduced by:
M. of A. Greene

Senate

Assembly
A.2463

Recommendation:

Approval

Statute affected:

Banking Law sections 349, 352 and 597

Effective Date:

30 days after being enacted into law

Summary of Provisions:
Sections one and three of this bill authorize licensed lenders
and mortgage bankers, mortgage brokers and exempt organizations 1 to
maintain records on optical. imaging disks •
. Section two of this bill authorizes licensed lenders to mark
as paid a copy of every obligation signed by a borrower and to
return to such customer a copy of the original note or assignment.

The term "exempt organization u ' is defined in Banking Law
section 590 to mean any insurance company, banking organization,
foreign banking corporation licensed by the Superintendent or the
Comptroller of the Currency to transact business in this state,
national bank, federal savings bank, federal savings and loan
association, federal credit union, or any bank, trust company,
savings bank, savings and loan association, or credit union
organized under the laws of any other state, or any instrumentality
created by the united States or any state with the power to make
mortgage loans.
Pursuant to 3 New .York Code of Rules and
Regulations Part 39 the term "exempt organization" also includes
consolidated subsidiaries of the entities listed in section 590.
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Comment:
The Banking Department can effectively fulfill its examination
function by utilizing optical imaging disks.
In addition, the
preservation of records by optical imaging disks will alleviate the
burden on lenders of maintaining hard copies.
The authorization in section two for licensed lenders to mark
as paid copies of obligations rather than the original obligations
and to provide borrowers with copies of original notes and
assignments is consistent with the use of optical imaging disks.
The bill contemplates the destruction of original documents and the
preservation thereof by disk. Thus, lenders will not have original
documents but rely instead on copies of the governing documents
generated from use of optical imaging disks authorized in section
one of this bill.
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-The

LEGISLATIVE MEMO ~

.:: Business Connell

. . - of New York State, Inc.

152 Washington Ave., Albany, N.Y. 12210 Tel. (518)465-7511 Fax (518)465-4389

DANIEL B. WALSH President

Bill:

S.1632 (Farley)/A.2463 (Greene)

Subject:

Lenders Technical Changes

Status:

Senate Floor/Assembly Floor

Business Council Position: SUPPORT
Staff contact:
Chris Pugliese

3/15/95

The Business Council of New York State, Inc. would like to express
its strong support for the above-'mentioned legislation. This bill would
allow licensed lenders in New York State to use optical disk imaging to
preserve customer records. Additionally, this legislation would allow
lenders to return a copy of the signed obligation to a borrower upon full
payment of the loan.
Under current law, lenders can preserve records on microfilm,
microfiche, or photographic reproduction. By allowing optical imaging,
the lender will have a method that provides a more accurate
reproduction. It also enables the lender to make use of current
technology.
The second provision of this proposal will allow lenders to send a
copy of the original obligation to the borrower upon repayment of the
loan. Current law requires the return of the original document. We feel
this an antiquated and burdensome requirement that increases costs to
lenders.
The Business Council believes these technical changes to current law
will better enable lenders to make'use of technology and enable them to
operate more efficiently while reducing costs.
For the above stated reasons, The Business Council strongly
supports 8.1632 and asks that it be enacted into law.
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LEGISLATIVE MEMO
BiU:
Subject:
Status:
Bualu... COUllcll Pol1tion:

3/15/88

8.1832 (Farley)/A.246S (GreeD_)
Lenders Technical Chaqes
Seuate FloorI "8embly Floor
StlPPORT

The BU5inesa Council of New Yolk State, Inc. would. like to e.x.preu
its strong support for the above-mentioned 1cg!alation. Thie bill would
allow licensed lendere m New York: State to use opt1cal disk imaging to
preaerve customer reeordJi. AdditiOnally, this legttletion would a1lO91
lenders to retum & copy at the Cgned Ob11gltJoz1 to • borrower upon full
payment of the loan.

tJncler current law, lenders can praerve recorda on micraWm.
m1croilche. or photographic reproduet1oa.. By ~ optical tma8"'ta-

the lender 'Will have a method that prov1des & more aecurate
It aJao enables the 1=.dv to make use of eunent

reproduction.
technoloiY,

The second prov1a1On of t.h1t proposal w1l1 allow le.ndera to send 2l
copy of the orij.1na1. obligation to the botTower upon repayme:a.t of the
loan. Current law reqwrea the return. of the ortitnal docun:tent. We feel
this an a:a.tiquated aud burdensome tequ1rem.ent that mareues CQSts to
lenders.
The BusU1.eH Ccuncil be11evea these teehn1cal changes to eummt law
w1ll better enable lenden to make uae oftechnology and enable them to
operate more effk1=:ttly while reducing costa.

For the above stated reasons. The Suaineea CouncU strongly
supporte S.1832 and uka that it be enacted 1nto taw.
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NEW YORK STATE

Consumer Finance Association
90 S. SWAN STREET
ALBANY, NEW YORK 12210

(518) 449-7514
(518) 426-0566 (FAX)

The Honorable Michael C. Finnegan
Executive Chamber
State Capitol
Albany, NY 12224
March 23, 1995

MEMORANDUM IN SUPPORT
A.2463/S.1632
The New York State Consunler Finance Association strongly supports the above
mentioned bill, which recently passed both houses of the legislature and is currently
awaiting the Governor's signature.
The bill would allow licensed lenders to preserve their records by a process called optical
disc imaging, which is merely an extension of photographic reproduction on microfilm
and microfiche. Optical 'disc imaging provides a more durable and accurate
reproduction. The bill would also allow licensed lenders to use the optical disc inlaging
process to return copies of a signed obligation when loans are paid in full.
Most of the members of our Association are national chains operating in nearly every
state in the country, therefore, it is becoming increasingly more cost effective to
centralize the storage of such records. Optical disc imaging substantially enhances that
process.
Thank you for your anticipated support of this legislation.
Best regards,

~s~~

Chainnan, Executive COTnmittee

TS/kkn

cc:

Senate Banks Committee
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NEW YORK STATE

Consumer Finance Association
90 S. SWAN STREET
ALBANY, NEW YORK 12210

(518) 449-7514
(518) 426-0566 (FAX)

The Honorable Michael C. Finnegan
Executive Chamber
State Capitol
Albany, NY 12224
March 23, 1995

MEMORANDUM IN SUPPORT
A.2463/S.1632
The New York State Consumer Finance Association strongly supports the above
mentioned bill, which recently passed both houses of the legislature and is currently
awaiting the Governor's signature.
The bill would allow licensed lenders to preserve their records by a process called optical
disc imaging, which is merely an extension of photographic reproduction on microfilm
and microfiche. Optical disc imaging provides a more durable and accurate
reproduction. The bill would also allow licensed lenders to use the optical disc imaging
process to return copies of a signed obligation when loans are paid in full.
Most of the members of our Association are national chains operating in nearly every
state in the country, therefore, it is becoming increasingly more cost effective to
centralize the storage of such records. Optical disc imaging substantially enhances that
process.
Thank you for your anticipated support of this legislation.

Best regards,

w~

Ted Savery
Chainnan, E ecutive Committee
TS/kkn
cc: Senate Banks Committee
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March 24, 1995

Michael C. Finnegan, Esq.
Counsel to the Governor
Executive Chamber
The Capitol
Albany, New York
Re:

8.1632 (Farley)/A.2463 (Greene)

Dear Mr. Finnegan:
We are counsel to the New York state Consumer Finance
Association and write in support of the above measure. This bill
would allow licensed lenders in New York state to use optical
disk imaging to preserve customer records and allow lenders to
return a copy of the signed obligation to a borrower upon full
payment of the loan.
If signed into law, this legislation will allow the lender
to make use of current technology to obotain a method of storage
that provides a more accurate and less costly reproduction.
Current law requires the return of the original document on
repayment. This is burdensome requirement that increases costs
to lenders, with no benefit to the borrowers. The bill would
modify this antiquated requirement by making a marked copy
sufficient evidence of payment.
The simple change this legislation makes in current law thus
reduces cost to lenders, makes storage more reliable and
efficient, and has no adverse consequences to the borrower.
It
is thus a sensible, positive step toward making New York state's
climate for the small loan business significantly more
attractive.

Michael C. Finnegan
March 24, 1995
Page Two

We urge favorable consideration.
Respectfully yours,

Rfj

& J!~TICE

)CfLlt~
Jo~n

~

Carter Rice

JCR: 1mz

{}OOOZZ

RICE 0.. JU STICE

/luusehold f-lnilflClal Group, Ltd.

II Subsidiary of
! lousehold Intematronal

39 Canterbury Road
Clifton Park, NY 12065
!J18.871IS70
FlFS 5/8877 7550
J/1X ,1)7S 877 7859

HOUSEHOLD INTERNATIONAL

Patrick A. Zlogar
l1eqlOna! Director
[;ovemment Helatrons

March 23, 1995
The Honorable Michael C. Finnegan
Counsel to the Governor
Executive Chamber
State Capitol
Albany, NY 12224
Dear Mike:
I am writing to request your favorable review of S 1632/A
2463 which has recently passed both houses of the legislature.

This bill, sponsored by Senator Farley and Assemblywoman
Greene, permits licensed lenders in New York state to use optical
disk imaging to preserve customer records.
Currently, licensed
lenders are permitted to preserve records via photographic
reproduction, microfilm and microfiche. Optical imaging is
simply an extension of these technologies and provides a more
durable, accurate reproduction.
Further, S 1632/A 2463 would allow licensed lenders to
return a copy of the signed obligation to a borrower upon full
repayment of the loan. The current requirement, which requires
lenders to return the original document, is burdensome and
costly, since most licensed lenders maintain their records at a
centralized facility.
In addition, this requirement is unique to
licensed lenders as other types of lending institutions are not
required to return an obligation upon repayment.
Enclosed for your information is a copy of the bill and
corresponding sponsor's memo along with a support memorandum
the New York State Business Council. Additionally, there is
support memorandum from the Attorney General on file.
Thank
for your consideration of this legislation.
Should you have
questions please do not hesitate to contact me.
.n

e ely,

~

za;L

t;t;K'1J

P trick

cc Ms. Judith A. Hard
Mr. Peter Edman
Ms. Sarah Curry-Cobb
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