	WILSON, ELSER, MOSKOWITZ, EDELMAN & DICKER LLP

677 Broadway - 9th Floor, Albany, New York 12207-2996    Tel: (518) 449-8893   Fax: (518) 449-8927

Albany ( Baltimore ( Boston ( Chicago ( Dallas ( Garden City ( Houston ( Las Vegas ( London ( Los Angeles ( McLean 
 Miami ( Newark ( New York ( Orlando (  Philadelphia ( San Diego ( San Francisco ( Stamford ( Washington, DC ( White Plains
Affiliates:  Berlin ( Cologne ( Frankfurt ( Munich ( Paris

___

www.wilsonelser.com





MEMORANDUM IN OPPOSITION

May 14, 2009
A171 Jeffries (Passed Assembly)
AN ACT to amend the banking law, in relation to maturity notices
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 require certain state depository institutions to provide additional information to their accountholders at the time a certificate of deposit matures.  The additional itemized information is the dollar amount in the account at maturity, the rate of interest being earned, and the name or names of all accountholders and beneficiaries on the account.  The bill is duplicative of, and in some respects in conflict with, requirements of federal truth-in-savings law, and would apply only to State-chartered lending institutions.

This legislation itemizes the information that certain depository institutions are required to provide to their customers at the maturity of certain deposit accounts.  The three items required to be provided are the dollar amount of the deposit at maturity, the rate of interest being earned and the name or names of all accountholders and beneficiaries on the account.  The legislation does not indicate whether the interest rate to be provided is the rate of interest being earned on the account prior to maturity or the rate that will be earned if the account is rolled over or reinvested.  

The federal Truth-in-Savings Act was based on New York’s Truth-in-Savings Law, codified at section 14-c of the Banking Law.  Regulation DD of the Federal Reserve Board, implementing the Truth-in-Savings Act, 12 CFR Part 230, contains extensive disclosure requirements for maturing certificates of deposit, including, among many other items, the amount on deposit at maturity and the interest rate to be earned if the account rolls over, as well as the Annual Percentage Yield (APY) on the account.  The APY is the calculation necessary for a consumer to compare the respective yields of different savings and time deposits, taking into account methods by which interest is computed and paid, grace periods, and other factors necessary to compare accounts validly.  The Regulation sets forth in detail the timing of these disclosures as well as their content.  Longer maturity certificates (more than one year) are entitled to the same disclosures at maturity as are new accounts.  These disclosures are significantly more detailed than those contemplated in this legislation and are updated regularly to take into account changes in deposit markets.

This legislation conflicts with some of the provisions of Regulation DD.  For example, on accounts with multiple accountholders, Regulation DD permits notification of a single accountholder, whereas this legislation requires that all accountholders be notified.  12 CFR section 230.1(d) explicitly preempts state laws that are in conflict with the Regulation.  At the same time, some of the details required to be itemized are not in the possession of the depository institution holding the account.  Beneficiaries of Totten trust accounts, for example, may only be able to be determined at the time an account becomes irrevocable, such as on the death of a depositor.

Finally, only State-chartered institutions will be subject to this legislation.  National banks and federal thrifts will be free to follow the dictates of Regulation DD without being concerned about their conflict with this legislation.  State-chartered institutions will be at another competitive disadvantage as compared to their nationally chartered counterparts.  

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