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AMENDMENTSTO SENATE BILL NO. 1235
ASAMENDED IN ASSEMBLY JUNE 13, 2018

Amendment 1
In thetitle, in line 1, after the first “to” insert:

amend Section 22159 of, to add Section 22780.1 to, and to

Amendment 2
In thetitle, in line 1, strike out the second “to” and insert:

to,

Amendment 3
On page 2, before line 1, insert:

SECTION 1. Section 22159 of the Financial Code, as added by Section 56 of
Chapter 475 of the Statutes of 2017, is amended to read:

22159. (a) (1) Each finance lender, broker, and program administrator licensee
shall file an annual report with the commissioner, on or before March-25th-giviag 15.
That report shall include the relevant information that the commissioner reasonably
reguires concerning the business and operations conducted by the licensee or authorized
by the program administrator licensee within the state during the preceding calendar
year for each licensed place of-bustess:_business, including, but not limited to, all
|oans made through athird-party financial institution in connection with a contractual
agreement with thelicensee. Theindividual annual reportsfiled pursuant to this section
shall be made available to the public for inspection except, upon request in the annual
report to the commissioner, the balance sheet contained in the annual report of asole
proprietor or any other nonpublicly traded person. “Nonpublicly traded person” for
purposes of this section means personswith securities owned by 35 or fewer individuals.
The report shall be made under oath and in the form prescribed by the commissioner.

(2) The requirement that a licensee submit an annual report that includes
information on loans made through a third-party financial institution shall not be
construed to mean that the licensee originated the |oan described in the annual report.

(b) A licensee shall make other special reports that may be required by the
commissioner.

(c) Thecommissioner may require alicensee that employs one or more mortgage
loan originatorsto submit to the Nationwide Mortgage Licensing System and Registry
reports of condition, which shall be in the form and shall contain the information as
the Nationwide Mortgage Licensing System and Registry may require.

(d) The commissioner may by rule or order require a mortgage loan originator
to submit reports of condition to the Nationwide Mortgage Licensing System and
Registry, in lieu of the reports of condition required of hisor her employer pursuant
to subdivision (c).
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(e) This section shall become operative on January 1, 2019.

SEC. 2. Section 22780.1 is added to the Financial Code, to read:

22780.1. A violation of Division 9.5 (commencing with Section 22800) by a
licensee shall constitute a violation of this division.

Amendment 4
Onpage 2, inline 1, strike out “SECTION 1.” and insert:

SEC. 3.

Amendment 5

On page 2, inline 10, strike out “in an amount of five thousand dollars ($5,000)
or more,”

Amendment 6
On page 2, between lines 15 and 16, insert:

(c) “Asset-based lending” means atransaction in which advances are made from
time to time contingent on arecipient providing as collateral alegally enforceable
claim for payment held by arecipient for goods the recipient has supplied or services
the recipient has rendered that have been ordered but for which payment has not yet
been made.

Amendment 7
On page 2, inline 16, strike out “(c)” and insert:
(d)

Amendment 8

On page 2, inline 17, after the first comma insert:

asset-based lending,

Amendment 9
On page 2, inline 17, strike out “or”
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Amendment 10
On page 2, inline 18, strike out “plan” and insert:

plan, or lease financing transaction

Amendment 11
On page 3, inline 6, strike out “(d)” and insert:

(€)

Amendment 12
On page 3, inline 11, strike out “(e)” and insert:

(f)

Amendment 13
On page 3, between lines 26 and 27, insert:

(g) “Commissioner” means the Commissioner of Business Oversight.

Amendment 14
On page 3, inline 27, strike out “(f)” and insert:

(h)

Amendment 15
On page 3, below line 38, insert:

(i) “Factoring” means an accounts receivabl e purchase transaction that includes
an agreement to purchase, transfer, or sell alegally enforceable claim for payment held
by arecipient for goodsthe recipient has supplied or servicesthe recipient hasrendered
that have been ordered but for which payment has not yet been made.

() (1) “Leasefinancing” means providing alease for goodsif the lease provides
for a purchase option at afixed price at the end of the lease term.

(2) Notwithstanding paragraph (1), “lease financing” does not include leasesin
which the lessor selects, manufactures, or supplies the leased goods, unless the lease
provides for a purchase option at afixed price at the end of the lease term and one of
the following is met:

(A) The lease was approved before execution by athird party, with the intent
that the third party will purchase the leased property or rightsto receive | ease payments.
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(B) The lease was drafted subject to criteria provided or approved by athird
party, with the intent that the third party will purchase the leased property or rights to
receive lease payments.

(C) A third party’sintent to purchase the leased property or rightsto receive
lease payments shall be presumed if the third party purchases the leased property or
rights to receive | ease payments.

Amendment 16
On page 4, inline 1, strike out “(g)” and insert:

(k)

Amendment 17
On page 4, inline 4, strike out “(h)” and insert:

()

Amendment 18
On page 4, inline 7, strike out “(i)” and insert:

(m)

Amendment 19
On page 4, in line 13, after the period insert:

“Provider” shall not include a nondepository institution providing only technology
services for adepository institution’s branded online financing platform while having
no interaction with that depository institution’s customers.

Amendment 20
On page 4, inline 14, strike out “(j)” and insert:

(n)

Amendment 21
On page 4, strike out lines 17 to 40, inclusive, strike out pages 5to 7, inclusive,
and insert:

22801. Thisdivision does not apply to any of the following:
(a) A provider that is adepository institution.
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(b) A provider that is alender regulated under the federal Farm Credit Act (12
U.S.C. Sec. 2001 et seq.).

(c) A commercial financing transaction secured by real property.

(d) A commercial financing transaction in which the recipient is adealer, as
defined by Section 285 of theVehicle Code, or an affiliate of such adedler, or avehicle
rental company, or an affiliate of such a company, pursuant to a specific commercia
financing offer or commercial open-end credit plan greater than fifty thousand dollars
($50,000), including any commercia |oan made pursuant to such acommercia financing
transaction.

(e) Any person who makes five or fewer commercial financing transactions in
Californiain a 12-month period, and the commercial financing transactions are
incidental to the business of the person relying upon the exemption.

22802. (a) A provider subject to this division, within the meaning of Section
22801, shall disclose all of the information in subdivision (b) or in Section 22803, if
applicable, to arecipient at the time of extending a specific commercial financing offer
to that recipient, and shall obtain the recipient’s signature on such a disclosure before
consummating the commercial financing transaction.

(b) Except as provided in Section 22803, aprovider subject to thisdivision shall
disclose al of the following:

(1) Thetotal amount of funds provided.

(2) Thetotal dollar cost of the financing.

(3) Theterm or estimated term.

(4) The method, frequency, and amount of payments.

(5) A description of prepayment policies.

(6) Thetotal cost of the financing expressed as an annualized rate.

(c) This section shall remain in effect only until January 1, 2024, and as of that
dateisrepealed.

22802. (a) A provider subject to this division, within the meaning of Section
22801, shall disclose all of the information in subdivision (b) or in Section 22803, if
applicable, to arecipient at the time of extending aspecific commercial financing offer
to that recipient, and shall obtain the recipient’s signature on such a disclosure before
consummating the commercial financing transaction.

(b) Except as provided in Section 22803, a provider subject to thisdivision shall
disclose al of the following:

(1) The total amount of funds provided.

(2) Thetotal dollar cost of the financing.

(3) The term or estimated term.

(4) The method, frequency, and amount of payments.

(5) A description of prepayment policies.

(c) This section shall become operative on January 1, 2024.

22803. (a) Asan dternative to the disclosures required in subdivision (b) of
Section 22802, a provider who offers commercial financing that is factoring or
asset-based lending and that offersthe recipient an agreement that describes the general
terms and conditions of the commercial financing transaction that will occur under the
agreement, may provide the following disclosures as an example of atransaction that
could occur under the general agreement for a given amount of accounts receivables:

(1) An amount financed.
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(2) Thetotal dollar cost.

(3) Theterm or estimated term.

(4) The method, frequency, and amount of payments.

(5) A description of prepayment policies.

(6) Thetotal cost of the financing expressed as an annualized rate.

(b) This section shall remain in effect only until January 1, 2024, and as of that
dateis repeal ed.

22803. (a) Asan aternative to the disclosures required in subdivision (b) of
Section 22802, a provider who offers commercial financing that is factoring or
asset-based lending and that offersthe recipient an agreement that describes the general
terms and conditions of the commercial financing transaction that will occur under the
agreement, may provide the following disclosures as an example of atransaction that
could occur under the general agreement for a given amount of accounts receivables:

(1) An amount financed.

(2) Thetotal dollar cost.

(3) Theterm or estimated term.

(4) The method, frequency, and amount of payments.

(5) A description of prepayment policies.

(b) This section shall become operative on January 1, 2024.

22804. (@) The commissioner shall adopt regulations governing the disclosures
described in paragraphs (1) to (5), inclusive, of subdivision (b) of Section 22802 and
paragraphs (1) to (5), inclusive, of subdivision (a) of Section 22803. Those regulations
shall include all of the following:

(1) Definitions, contents, or methods of calculations for each of the disclosure
items set forth in each applicable paragraph of subdivision (b) of Section 22802 and
subdivision (a) of Section 22803.

(2) Requirements concerning the time, manner, and format of the applicable
disclosures described in subdivision (b) of Section 22802 and subdivision (&) of Section
22803.

(b) The commissioner shall adopt regulations concerning the annualized rate
disclosure described in paragraph (6) of subdivision (b) of Section 22802 and paragraph
(6) of subdivision (a) of Section 22803. Those regulations shall include all of the
following:

(1) A determination of the appropriate method to express the annualized rate
disclosure.

(2) When providers shall be permitted to disclose an estimated annualized rate,
and how such an estimate shall be calculated. The method of calculation determined
by this paragraph shall specify the accuracy requirements and tolerance allowances
for the calculation, and the types of fees and charges to be included in the calculation.

(3) Requirements concerning the time, manner, and format of the disclosure.

(c) A provider shall not be required to comply with the disclosure requirements
of thisdivision until the final regulations are adopted by the commissioner pursuant
to this section and become eff ective on the applicabl e date described in Section 11343.4
of the Government Code.

22805. Any provider who issubject to licensure under the California Financing
Law (Division 9 (commencing with Section 22000)) shall, as of the date that the final
regulations adopted by the commissioner pursuant to Section 22804 become effective
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and from that point thereafter, be subject to examination and enforcement by the
commissioner under CaliforniaFinancing Law (Division 9 (commencing with Section
22000)) for any violation of thisdivision or any rule or order adopted pursuant to this
division.

SEC. 4. No reimbursement is required by this act pursuant to Section 6 of
Article X111 B of the California Constitution because the only coststhat may beincurred
by alocal agency or school district will be incurred because this act creates a new
crimeor infraction, eliminatesacrime or infraction, or changes the penalty for acrime
or infraction, within the meaning of Section 17556 of the Government Code, or changes
the definition of a crime within the meaning of Section 6 of Article X111 B of the
California Constitution.
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PROPOSED AMENDMENTS TO SENATE BILL NO. 1235
AMENDED IN ASSEMBLY JUNE 13, 2018
AMENDED IN SENATE MAY 10, 2018
AMENDED IN SENATE APRIL 25, 2018
AMENDED IN SENATE APRIL 9, 2018

SENATE BILL No. 1235

Introduced by Senator Glazer

February 15, 2018

An act to amend Section 22159 of, to add Section 22780.1 to, and
to add Divison 9.5 (commencing with Section 22800)—te to, the
Financial Code, relating to commercial financing.

LEGISLATIVE COUNSEL’S DIGEST

SB 1235, as amended, Glazer. Commercia financing: disclosures.
|
(1) Existing law, the California Financing Law (CFL), provides for
the licensure and regulation of finance lenders and brokers and,
beginning on January 1, 2019, program administrators, by the

Comml ss oner of Bus ness Overs ght —'FheeFL—pFehrbrt&aﬂyene#em

‘reaFr The CFL reguires a flnance Iender broker and begmnmg on
January 1, 2019, program administrator licensee to file an annual
report with the commissioner, on or before March 15, containing
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relevant information that the commissioner may specify. The CFL
requires the annual report to be made under oath.

Thisbill would requirealicenseeto includein the report information
on all loans made through 3rd-party financial institution in connection
with a contractual agreement with the licensee. By expanding the
existing crime of perjury, thisbill would impose a state-mandated local
program.

(2) The CFL prohibits anyone from engaging in the business of a
finance lender or broker without obtaining a license. Existing law
defines a finance lender as any person who is engaged in making
consumer loans or commercial loans, as defined. The CFL prohibits a
licensee from making a materially false or misleading statement to a
borrower about the terms or conditions of a loan. The CFL authorizes
the commissioner to bring an action to enjoin, as specified, against a
person who, in the commissioner’s estimation, has violated or is about
to violate the CFL, and authorizes the imposition of civil penalties to
that effect. Awillful violation of the CFL isa crime, except as specified.

This bill would require a provider who facilitates commercial
financing to a recipient, as defined, to disclose specified information
relating to that transaction to the recipient at the time of extending a
specific offer of commercial financing, and to obtain the recipient’s
signature on that disclosure before consummating the commercial
financing transaction. The bill would require that disclosure to include
specified information, including the total amount of funds provided,
information related to the payments to be made, and the total dollar cost
of the financing. The bill would, until January 1,—2023; 2024,
addltlonally requwe a prowder—ef—a—eemmeFeral—leaﬁ—eemmereral

%Faﬁsaetreﬁs—duﬁﬁg—&eeﬂeﬂdar—yeaﬁeﬁeerpfeﬁt— to dlSCl ose the total

cost of financing expressed as an annualized rate. The bill would
authorize a provider who offersfinancing that isfactoring or asset-based
lending to, in lieu of those disclosure requirements, provide an
alternative disclosure that meets specified requirements, including that
the disclosure may be based on an example of a transaction that could
occur under the general agreement for a given amount of accounts
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receivables. The bill would require the commissioner to adopt
regulations gover ning these disclosure requirements, and would require
those regul ations to include specified information and deter minations.
The bill would provide that a provider isnot subject to these provisions
until those regulations become effective. The bill would-speeifiealty
provide that the provisions of thisbill do not apply to specified entities
or financing arrangements, including a provider who is a depository
institution, which this bill would define to include specified state and
federal financial—nstitutions: institutions, a commercial financing
transaction secured by real property, and a commercial financing
transaction in which therecipient isa dealer or vehiclerental company
and meets specified requirements, or a provider who makes 5 or fewer
commercial financing transactions in California during a 12-month
period and meets other requirements.

This bill would require a provider who is required to be licensed
under the CFL to be subject to the examination and enforcement
authority of the commissioner granted under the CFL with respect to
any violations of these provisions, and would make a conforming change
to that effect. By expanding the scope of an existing crime with regard
towillful violations of the CFL, thisbill would impose a state-mandated
local program.

(3) The California Constitution requires the state to reimburse local
agencies and school districts for certain costs mandated by the state.
Satutory provisions establish procedures for making that
rei mbur sement.

Thisbill would provide that no reimbursement isrequired by this act
for a specified reason.

Vote: majority. Appropriation: no. Fiscal committee: no-yes.
State-mandated local program: ne-yes.

The people of the State of California do enact as follows:

SECTION 1. Section 22159 of the Financial Code, as added Amendment 3
by Section 56 of Chapter 475 of the Statutes of 2017, is amended
to read:

22159. (a) (1) Each finance lender, broker, and program
administrator licensee shall file an annual report with the
commissioner, on or before March-15th-giving 15. That report
shall include the relevant information that the commissioner
reasonably requires concerning the business and operations

+ 4+ +++ A+t
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conducted by the licensee or authorized by the program
administrator licensee within the state during the preceding
calendar year for each licensed place of—busiess: business,
including, but not limited to, all loans made through a third-party
financial ingtitution in connection with a contractual agreement
with the licensee. The individual annual reports filed pursuant to
this section shall be made available to the public for inspection
except, upon request in the annual report to the commissioner, the
balance sheet contained in the annual report of a sole proprietor
or any other nonpublicly traded person. “Nonpublicly traded
person” for purposes of this section means persons with securities
owned by 35 or fewer individuals. The report shall be made under
oath and in the form prescribed by the commissioner.

(2) The requirement that a licensee submit an annual report
that includes information on loans made through a third-party
financial institution shall not be construed to mean that the licensee
originated the loan described in the annual report.

(b) A licensee shall make other special reports that may be
required by the commissioner.

(c) The commissioner may require alicensee that employs one
or more mortgage loan originators to submit to the Nationwide
Mortgage Licensing System and Registry reports of condition,
which shall bein theform and shall contain the information asthe
Nationwide Mortgage Licensing System and Registry may require.

(d) The commissioner may by rule or order require a mortgage
loan originator to submit reports of condition to the Nationwide
Mortgage Licensing System and Registry, in lieu of the reports of
condition required of hisor her employer pursuant to subdivision
(©).

(e) Thissection shall become operative on January 1, 2019.

SEC. 2. Section 22780.1 is added to the Financial Code, to
read:

22780.1. Aviolation of Division 9.5 (commencing with Section
22800) by a licensee shall constitute a violation of this division.

SECTHON-L:

SEC. 3. Divison 9.5 (commencing with Section 22800) is
added to the Financial Code, to read:
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DIVISION 9.5. COMMERCIAL FINANCING DISCLOSURES

Page2 4
+
6 22800. For purposes of thisdivision:
7 (@ “Account” means a right to a payment of a monetary
8 obligation.
9 (b) “Accounts recervable purchase transaction” means a
10 transactiorHaanam r S5
11 as part of an agreement requrrlng a recrplent to forward or
12
13
14
15
+

| Amendment 5

otherwise sell to the provider all or a portion of accounts, payment
intangibles, or cash receipts that are owed to the recipient or are
collected by the recipient during a specified period or in aspecified
amount.
(c) “ Asset-based lending” means a transaction in which Amendment 6
+ advances are made from time to time contingent on a recipient
+ providing as collateral a legally enforceable claim for payment
+ held by arecipient for goodsthe recipient has supplied or services
+ the recipient has rendered that have been ordered but for which
+ payment has not yet been made.
6 () Amendment 7
+  (d) (1) “Commercial financing” means an accounts receivable
17 purchase transaction, asset-based lending, commercial loan,-er Amendments8 & 9
18 commercial open-end credit—plan plan, or lease financing Amendment 10
+ transaction intended by the recipient for use primarily for other
19 than personal, family, or household purposes.
20  (2) Forpurposesof determining whether financingiscommercial
21 financing within the meaning of this subdivision, the provider may
22 rely on any written statement of intended purposes signed by the
recipient. The statement may be a separate statement signed by
the recipient or may be contained in a loan application or other
document signed by the recipient. The provider shall not be
required to ascertain that the proceeds of the commercial financing
are used in accordance with the statement of intended purposes.
e Amendment 11
(e) “Commercia loan” means aloan of a principal amount of
five thousand dollars ($5,000) or more, or any loan under an
open-end credit plan, the proceeds of which are intended by the
recipient for use primarily for other than personal, family, or
household purposes.

Page 3
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| Amendment 12

95

PROPOSED AMENDMENTS RN 18 17705 17 08/14/18



PROPOSED AMENDMENTS
SB 1235 —6—

+
Page3 12
13
14
15
16
17
18
19
20
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22
23
24
25
26
+

+
27

+
28
29
30
31
32
33
34
35
36
37
38

+

+ 4+ +++ A+t

(H “Commercial open-end credit plan” meansaprovider'splan
for making open-end loans pursuant to aloan agreement that sets
forth the terms and conditions governing the use of the open-end
credit program, and provides that:

(1) Therecipient may usethe open-end credit program to obtain
money, goods, labor, or services or credit, and the provider makes
open-end loans to the recipient for the purpose of paying money
to, or at the direction of, the recipient or paying obligations that
the recipient creates through use of the open-end credit program.

(2) The amount of each advance and the charges and other
permitted costs are debited to an account.

(3) The charges are computed from time to time on the unpaid
balances of the recipient’s account, excluding from the computation
any unpaid charges other than permitted fees, costs, and expenses.

(4) Therecipient hasthe privilege of paying the account in full

at any time.

(g) “Commissioner” means the Commissioner of Business
Oversight.

)

(h) “Depository institution” means any of the following:

(1) A bank, trust company, or industrial loan company doing
business under the authority of, or in accordance with, a license,

certificate, or charter issued by the United States, this state, or any
other state, district, territory, or commonwealth of the United States
that is authorized to transact businessin this state.

(2) A federally chartered savings and loan association, federal
savings bank, or federal credit union that is authorized to transact
businessin this state.

(3) A savingsand loan association, savings bank, or credit union
organized under the laws of thisor any other state that isauthorized
to transact businessin this state.

(i) “Factoring” means an accounts receivable purchase
transaction that includes an agreement to purchase, transfer, or
sell a legally enforceable claim for payment held by a recipient
for goods the recipient has supplied or services the recipient has
rendered that have been ordered but for which payment has not
yet been made.

() (1) “Leasefinancing” means providing a lease for goods if
the lease provides for a purchase option at a fixed price at the end
of the lease term.
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(2) Notwithstanding paragraph (1), “ leasefinancing” does not
include leasesin which thelessor selects, manufactures, or supplies
the leased goods, unless the |ease provides for a purchase option
at afixed price at the end of the |ease termand one of the following
ismet:

(A) The lease was approved before execution by a third party,
with theintent that the third party will purchase the leased property
or rightsto receive lease payments.

(B) The lease was drafted subject to criteria provided or
approved by a third party, with the intent that the third party will
purchase the leased property or rights to receive lease payments.

(C) A third party’s intent to purchase the leased property or
rights to receive lease payments shall be presumed if the third
party purchases the leased property or rights to receive lease
payments.

(8

(K) “Payment intangible” means a genera intangible under
which the account debtor’s principal obligation is a monetary
obligation.

() “Person” means an individual, a corporation, a partnership,
alimited liability company, ajoint venture, an association, ajoint
stock company, atrust, or an unincorporated organization.

(m) “Provider” means a person who extends a specific offer of
commercial financing to a recipient. “Provider” aso includes a
nondepository institution, which enters into a written agreement
with a depository ingtitution to arrange for the extension of
commercia financing by the depository institution to a recipient
viaan online lending platform administered by the nondepository
ingtitution. “ Provider” shall not include a nondepository institution
providing only technology services for a depository institution’s
branded online financing platform while having no interaction
with that depository institution’s customers.

)

(n) “Recipient” means a person who is presented a specific
commercial financing offer by a provider that is equal to or less
than five hundred thousand dollars ($500,000).

. . . . T . . A
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26
27
28
29
30
31
32
33 €

Page 7

22801. Thisdivision does not apply to any of the following:

(&) A provider that is a depository institution.

(b) Aprovider that isalender regulated under the federal Farm
Credit Act (12 U.S.C. Sec. 2001 et seq.).

(c) Acommercial financing transaction secured by real property.

95

PROPOSED AMENDMENTS RN 18 17705 17 08/14/18



PROPOSED AMENDMENTS RN 18 17705 17
— 11— SB 1235 08/14/18 04:20 PM
SUBSTANTIVE

(d) A commercial financing transaction in which the recipient
is a dealer, as defined by Section 285 of the Vehicle Code, or an
affiliate of such a dealer, or a vehicle rental company, or an
affiliate of such a company, pursuant to a specific commercial
financing offer or commercial open-end credit plan greater than
fifty thousand dollars ($50,000), including any commercial loan
made pursuant to such a commercial financing transaction.

(e) Any person who makes five or fewer commercial financing
transactions in California in a 12-month period, and the
commercial financing transactions are incidental to the business
of the person relying upon the exemption.

22802. (a) A provider subject to this division, within the
meaning of Section 22801, shall disclose all of the information in
subdivision (b) or in Section 22803, if applicable, to a recipient
at the time of extending a specific commercial financing offer to
that recipient, and shall obtain the recipient’s signature on such
a disclosure before consummating the commercial financing
transaction.

(b) Except as provided in Section 22803, a provider subject to
this division shall disclose all of the following:

(1) Thetotal amount of funds provided.

(2) Thetotal dollar cost of the financing.

(3) Thetermor estimated term.

(4) The method, frequency, and amount of payments.

(5) Adescription of prepayment policies.

(6) The total cost of the financing expressed as an annualized
rate.

(c) Thissectionshall remainin effect only until January 1, 2024,
and as of that date is repealed.

22802. (a) A provider subject to this division, within the
meaning of Section 22801, shall disclose all of the information in
subdivision (b) or in Section 22803, if applicable, to a recipient
at the time of extending a specific commercial financing offer to
that recipient, and shall obtain the recipient’s signature on such
a disclosure before consummating the commercial financing
transaction.

(b) Except as provided in Section 22803, a provider subject to
this division shall disclose all of the following:

(1) Thetotal amount of funds provided.

(2) Thetotal dollar cost of the financing.
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(3) Thetermor estimated term.

(4) The method, frequency, and amount of payments.

(5) A description of prepayment policies.

(c) Thissection shall become operative on January 1, 2024.

22803. (a) As an alternative to the disclosures required in
subdivision (b) of Section 22802, a provider who offers commercial
financing that is factoring or asset-based lending and that offers
the recipient an agreement that describes the general terms and
conditions of the commercial financing transaction that will occur
under the agreement, may provide the following disclosures as an
example of a transaction that could occur under the general
agreement for a given amount of accounts receivables:

(1) Anamount financed.

(2) Thetotal dollar cost.

(3) Thetermor estimated term.

(4) The method, frequency, and amount of payments.

(5) A description of prepayment policies.

(6) Thetotal cost of the financing expressed as an annualized
rate.

(b) Thissection shall remain in effect only until January 1, 2024,
and as of that date is repealed.

22803. (a) As an alternative to the disclosures required in
subdivision (b) of Section 22802, a provider who offers commercial
financing that is factoring or asset-based lending and that offers
the recipient an agreement that describes the general terms and
conditions of the commercial financing transaction that will occur
under the agreement, may provide the following disclosures as an
example of a transaction that could occur under the general
agreement for a given amount of accounts receivables:

(1) An amount financed.

(2) Thetotal dollar cost.

(3) Thetermor estimated term.

(4) The method, frequency, and amount of payments.

(5) A description of prepayment policies.

(b) This section shall become operative on January 1, 2024.

22804. (a) The commissioner shall adopt regulations
governing the disclosures described in paragraphs (1) to (5),
inclusive, of subdivision (b) of Section 22802 and paragraphs (1)
to (5), inclusive, of subdivision (a) of Section 22803. Those
regulations shall include all of the following:
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(1) Definitions, contents, or methods of calculations for each
of the disclosure items set forth in each applicable paragraph of
subdivision (b) of Section 22802 and subdivision (a) of Section
22803.

(2) Requirements concerning the time, manner, and format of
the applicable disclosures described in subdivision (b) of Section
22802 and subdivision (a) of Section 22803.

(b) The commissioner shall adopt regulations concerning the
annualized rate disclosure described in paragraph (6) of
subdivision (b) of Section 22802 and paragraph (6) of subdivision
(a) of Section 22803. Those regulations shall include all of the
following:

(1) A determination of the appropriate method to express the
annualized rate disclosure.

(2) When providers shall be permitted to disclose an estimated
annualized rate, and how such an estimate shall be calculated.
The method of calculation determined by this paragraph shall
specify the accuracy requirements and tolerance allowances for
the calculation, and the types of fees and charges to be included
in the calculation.

(3) Requirements concerning the time, manner, and format of
the disclosure.

(c) A provider shall not be required to comply with the
disclosure requirements of this division until the final regulations
are adopted by the commissioner pursuant to this section and
become effective on the applicable date described in Section
11343.4 of the Government Code.

22805. Any provider who is subject to licensure under the
California Financing Law (Division 9 (commencing with Section
22000)) shall, as of the date that the final regulations adopted by
the commissioner pursuant to Section 22804 become effective and
from that point thereafter, be subject to examination and
enforcement by the commissioner under California Financing Law
(Division 9 (commencing with Section 22000)) for any violation
of this division or any rule or order adopted pursuant to this
division.

SEC. 4. No reimbursement is required by this act pursuant to
Section 6 of Article X111 B of the California Constitution because
the only costs that may be incurred by a local agency or school
district will be incurred because this act creates a new crime or
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infraction, eliminatesa crimeor infraction, or changesthe penalty
for a crime or infraction, within the meaning of Section 17556 of
the Government Code, or changes the definition of a crime within
the meaning of Section 6 of Article XIlI B of the California

Constitution.
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