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Georgia, Florida, Connecticut Enact Commercial Financial Disclosure Laws

by Stephen Ornstein and Josh Dhyani

Georgia, Florida, and Connecticut are among a growing list of states, including California, New York, Utah, and
Virginia, that have enacted laws requiring consumer-style disclosures for commercial financing transactions.
These laws are part of a burgeoning trend by state legislatures to impose burdensome disclosures, like those
required by the federal Truth in Lending Act (TILA), on providers of small-balance commercial loans and
financings. These laws apply to business-purpose transactions but not to transactions having a consumer,
family, or household purpose.

The Georgia Law

On May 1, 2023, Georgia amended its Fair Business Practices Act to require certain providers of commercial
financings of $500,000 or less to furnish various disclosures to small-business borrowers before the
consummation of the transactions. The statute, known as Senate Bill 90, applies to covered commercial
financings consummated on or after January 1, 2024.

The Georgia law requires providers of commercial credit in amounts of $500,000 or less to provide TILA-
like disclosures to small-business borrowers before the consummation of the transaction but does not
specify the time period. The Georgia law defines “provider” as “a person who consummates more than five
commercial financing transactions” in Georgia during any calendar year, including participants in commercial
purpose marketplace lending arrangements.“Commercial financing transactions”include both closed-end
and open-end commercial loans as well as accounts receivable purchase transactions but do not include
real-estate-secured transactions.

Exemptions

The Georgia law exempts federally insured depository institutions and their subsidiaries, affiliates, and
holding companies; Georgia-licensed money transmitters; captive finance companies; and institutions
regulated by the federal Farm Credit Act. The law also exempts purchase money obligations.

This alert is published by Alston & Bird LLP to provide a summary of significant developments to our clients and friends. It is intended
to be informational and does not constitute legal advice regarding any specific situation. This material may also be considered attorney
advertising under court rules of certain jurisdictions.
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Required Disclosures
The Georgia law requires providers of commercial financing transactions to furnish the following information
prior to consummation:

« Total funds provided to the business.

« Total funds disbursed.

- Total amount paid to the provider.

- Total dollar cost of the transaction.

« Payment schedule.

 Costs associated with prepayment.

Penalties

Providers who violate these disclosure requirements face civil penalties ranging from $500 per violation
to $20,000 with possible additional penalties for continued violations. Notably, violations do not affect the
enforceability of the transactions, and there is no private right of action under the law.

The Florida Law

On June 26, 2023, Florida enacted the Florida Commercial Financing Disclosure Law, which requires covered
providers to furnish consumer-oriented disclosures to businesses for certain commercial non-real-estate-
secured financing transactions exceeding $500,000. The Florida law takes effect July 1, 2023 and becomes
mandatory for transactions consummated on or after January 1, 2024.

The Florida law applies to providers of commercial financing transactions and defines“provider”as a“person
who consummates more than five commercial financings”in Florida during any calendar year. “Commercial
financing transactions”include commercial loans, open-end lines of credit, and accounts receivable purchase
transactions. The Florida law exempts the following entities and transactions: federally insured depository
institutions, their subsidiaries, affiliates, and holding companies; licensed money transmitters; real-estate-
secured loans; loans exceeding $500,000; leases; and certain purchase money transactions.

Required Disclosures

The provider is required to disclose in writing the following at or before the consummation of a commercial
financing transaction:

+ The total amount of funds provided to the business.

« The total amount of funds disbursed to the business if less than the total amount of funds provided
because of any fees deducted or withheld at disbursement and any amount paid to a third party on
behalf of the business.

+ The total amount to be paid to the provider.



https://www.alston.com/en/
https://www.flsenate.gov/Session/Bill/2023/1353/BillText/er/PDF

WWW.ALSTON.COM

« Thetotal dollar cost of the commercial financing transaction, calculated by subtracting the total amount
of funds provided from the total amount of the payments.

« The manner, frequency, and amount of each payment or, if there are variable payments, an estimated
initial payment and the methodology used for calculating it.

« Certain information about prepayments.

Prohibited Acts

The Florida law prohibits a broker arranging a consumer financing transaction from engaging in any of the
following acts:

«+ Assessing, collecting, or soliciting an advance fee from a business to provide services to a broker.
However, this prohibition would not preclude a broker from soliciting a business to pay for, or preclude
a business from paying for, actual services necessary to apply for commercial financial products, such
as a credit check or an appraisal of security, if certain conditions are met.

« Making or using any false or misleading representations or omitting any material facts in the offer or
sale of the services of a broker or engaging in any act that would “operate as fraud or deception upon
any person in connection with the offer or sale of the services of the broker, notwithstanding the
absence of reliance by the business.”

« Making or using any false or deceptive representations in its business dealings.

- Offering the services of a broker by any advertisement without disclosing the actual address and
telephone number of the business of the broker.

Penalties

Like the Georgia law, the Florida law punishes violations with civil fines ranging from $500 per incident to
$20,000 with possible additional penalties for “aggregated violations.” Notably, violations do not impair
the enforceability of the transactions or create a private right of action.

The Connecticut Law

On June 28, 2023, Connecticut enacted “An Act Requiring Certain Financing Disclosures,” which requires
(1) lenders offering certain types of commercial purpose “sales-based financing” in amounts of $250,000
or less to provide specified consumer-like disclosures to applicants; and (2) mandates that lenders offering
such credit register annually with the Connecticut Department of Banking starting by October 1,2024.The
Connecticut law authorizes the state banking commissioner to adopt promulgating regulations, and the
law takes effect on July 1, 2024.

The Connecticut law applies to providers of commercial financings and defines “provider”as“a person who
extends a specific offer of commercial financing to a recipient and includes, unless otherwise exempt ... a
commercial financing broker.”
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“Commercial financing”means any extension of sales-based financing by a provider not exceeding $250,000.
Under the statute, “sales-based financing” is a “transaction that is repaid by the recipient to the provider
over time” (1) as a percentage of sales or revenue, in which the payment amount may increase or decrease
according to the recipient’s sales or revenue, or (2) according to a fixed payment mechanism that provides
for a reconciliation process that adjusts the payment to an amount that is a percentage of sales or revenue.

Notably, the Connecticut law exempts the following entities and transactions:

Banks, bank holding companies, credit unions, and their subsidiaries and affiliates.

Entities providing no more than five commercial financing transactions in a 12-month period.
Real-estate-secured loans.

Leases.

Purchase money obligations.

Technology service providers acting for an exempt entity as long as they do not have an interest in
the entity’s program.

Transactions of $50,000 or more to motor vehicle dealers or rental companies.

Transactions offered in connection with the sale of a product that the person manufactures, licenses,
or distributes.

Required Disclosures

The Connecticut law requires that before making a “specific offer” (i.e., a binding offer of credit) providers
must furnish certain disclosures to borrowers, in a form prescribed by the state banking commissioner,
including:

The total amount of the commercial financing.

The disbursement amount, which is the amount paid to the recipient or on the recipient’s behalf,
excluding any finance charges that are deducted or withheld at disbursement.

The finance charge.

The total repayment amount, which is the disbursement amount plus the finance charge.
The estimated repayment period.

A payment schedule.

A description of fees not included in the finance charge such as draw fees, and late charges.
A description of any collateral requirements.

Information about brokerage compensation.

The Connecticut banking commissioner is expected to promulgate implementing regulations and model
disclosures before the effective date of July 1, 2024.
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Registration Requirement

The Connecticut law requires providers and brokers to register with the state banking commissioner by
October 1, 2024 and to qualify to “do business”in the state. The registration must be renewed annually.

Penalties

The statute authorizes the banking commissioner to impose civil penalties of up to $100,000 for violations
of the law as well as enjoin those violating the statute.

Takeaway

The three state laws recently enacted in Georgia, Florida, and Connecticut are part of a growing trend
among states to regulate small-balance commercial non-real-estate-secured loans. The burdens imposed
by the laws will be the lenders’ cross to bear unless they can avoid triggering the coverage of the statutes.
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You can subscribe to future Financial Services & Products advisories and other Alston & Bird publications by completing our
publications subscription form.

If you have any questions or would like additional information, please contact your Alston & Bird attorney or any member of our
Financial Services & Products Group.

Stephen Ornstein Caroline K. Eisner Rachel Myers

+1202 239 3844 +1212 2109440 +1202 2393635
stephen.ornstein@alston.com caroline.eisner@alston.com rachel.myers@alston.com
Anoush Garakani Joshua Dhyani William Carpenter
+1213576 1181 +1202 2393160 +1202 2393275
anoush.garakani@alston.com josh.dhyani@alston.com william.carpenter@alston.com
John C. Redding Melissa Sanchez Malpass Aldys London

+1704 4441070 +1202 2393731 +1202 2393286
john.redding@alston.com melissa.malpass@alston.com aldys.london@alston.com
Nanci L. Weissgold Aileen Ng Gloria Han

+1202 2393189 +1213576 1130 +1202 239 3244
nanci.weissgold@alston.com aileen.ng@alston.com gloria.han@alston.com
Morey Barnes Yost Patrick Eagan-Van Meter

+1202 2393674 +1704 444 1447

morey.barnesyost@alston.com patrick.eagan-vanmeter@alston.com

ALSTON&BIRD

WWW.ALSTON.COM
© ALSTON & BIRD LLP 2023

ATLANTA: One Atlantic Center ® 1201 West Peachtree Street ® Atlanta, Georgia, USA, 30309-3424 = +1 404 8817000 ® Fax:+1404 8817777
BEIJING: Hanwei Plaza West Wing = Suite 21B2 = No.7 Guanghua Road ®= Chaoyang District ® Beijing, 100004 CN = +86 10 8592 7500
BRUSSELS: Rue Guimard 9 et Rue du Commerce 87 = 3rd Floor = 1000 Brussels = Brussels, 1000, BE ® +32 25503700 = Fax:+32 25503719
CHARLOTTE: 1120 South Tryon Street = Suite 300 ® Charlotte, North Carolina, USA 28203-6818 = +1 704 444 1000 ® Fax:+1704 444 1111
DALLAS: Chase Tower = 2200 Ross Avenue ® Suite 2300 = Dallas, Texas, USA, 75201 = +1 2149223400 = Fax: +1 214 922 3899

FORT WORTH: Bank of America Tower ® 301 Commerce ® Suite 3635 ® Fort Worth, Texas, USA, 76102 ® +1 214 922 3400 = Fax:+1 214 922 3899
LONDON: LDN:W = 6th Floor ® 3 Noble Street ® London = EC2V 7DE = +44 208161 4000

LOS ANGELES: 333 South Hope Street ® 16th Floor ® Los Angeles, California, USA, 90071-3004 = +1 213576 1000 ® Fax:+1213 576 1100

NEW YORK: 90 Park Avenue = 15th Floor = New York, New York, USA, 10016-1387 ® +1 2122109400 = Fax:+1212.210.9444

RALEIGH: 555 Fayetteville Street = Suite 600 = Raleigh, North Carolina, USA, 27601-3034 = +1 9198622200 = Fax: +1919 862 2260

SAN FRANCISCO: 560 Mission Street ® Suite 2100 ® San Francisco, California, USA, 94105-0912 = +1 4152431000 ® Fax:+1415 243 1001
SILICON VALLEY: 755 Page Mill Road = Building C - Suite 200 = Palo Alto, California, USA 94304-1012 = +1 650 838 2000 = Fax:+1 650 838 2001
WASHINGTON, DC: The Atlantic Building = 950 F Street, NW ® Washington, DC, USA, 20004-1404 = +1 202 2393300 = Fax: +1202 239 3333



https://www.alston.com/en/
https://www.alston.com/en/
https://www.alston.com/en/resources/subscriptions-form
https://www.alston.com/en/services/industries/finance-financial-services/financial-services--products
https://www.alston.com/en/professionals/o/ornstein-stephen
mailto:stephen.ornstein@alston.com
https://www.alston.com/en/professionals/g/garakani-anoush
https://www.alston.com/en/professionals/r/redding-john
mailto:john.redding@alston.com
https://www.alston.com/en/professionals/w/weissgold-nanci-l
mailto:nanci.weissgold@alston.com
https://www.alston.com/en/professionals/y/yost-morey-barnes
mailto:morey.barnesyost@alston.com
https://www.alston.com/en/professionals/e/eisner-caroline
https://www.alston.com/en/professionals/d/dhyani-joshua
https://www.alston.com/en/professionals/m/malpass-melissa
https://www.alston.com/en/professionals/e/eagan-van-meter-patrick
https://www.alston.com/en/professionals/c/carpenter-william
https://www.alston.com/en/professionals/l/london-aldys-a
https://www.alston.com/en/professionals/h/han-gloria

