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NOTICE OF PUBLIC HEARINGS

The Assembly Financial Institutions Committee will hold three public
hearings on the following issues--community reinvestment by depository
institutions; regulation of check cashing businesses; availability of basic
banking services; and direct deposit of government benefit payments--and
legislation: :

A-15 ‘ Establishes Division of Community Reinvestment in
Roberts/Bryant* Department of Banking and encourages certain
' investments in qualifying communities.

A-181 . Provides for direct deposit of certain welfare and
Penn ‘unemployment compensation payments to certain
depository institutions.

A-756 Regulates certain check cashing activities, mandates
Duch/Gill community service for certain violations and
requires certain actions by Commissioner of Banking.

A=1179" Requires-depository institutions to offer certain

Kalik/Roberts basic financial services, disclose certain
information and, for registered non-customers, to
cash certain checks.

A=1180. Requires depository institutions to cash certain
Kalik/Roberts checks.

The hearings will be held on:

*Monday; May-14, 1990 at 10:00 a.m: in-Room 368, State:House:
Annexs Trenton;.. ‘

Thursday; May:24; 1990 at-10:00 a.m. in“the-Camden-County
Freeholder Conference.Room, 16th Floor, City.Hall, Camden;

mMondays- Juner4;:1990ati1 0:00-a:me: insthe:College=Center: Lounge;.
Upsala:College; East:Oranges.

Thier publics maysaddressz.commentszand=questions:storTheodore-C. Settlex.
CommitteexAider. andzpersonsswishing: tovtestify: should= contacts Cynthia: D.;
Petty;. secretary,. ats (609): 9840445 Those: personss presenting: written-
testimony.should:provider12 copiesstosthercommitteesonsthesday.of stheshearing:

*Revised:05/09790:
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ASSEMBLY COMMITTEE SUBSTITUTE FOR

ASSEMBLY, No. 15
STATE OF NEW JERSEY

By Assembiymen ROBERTS and BRYANT

AN. ACT concerning community reinvestment and amending and
supplementing P.L. 1970, c. 236.

- BE IT ENACTED by the Senate and General Assembly of the
State of New Jersey:

1. Section 1 of P.L. 1970, c. 236 (C. 17:9-41) is amended to
read as follows: :

1. In this act, unless the context otherwise requires: .

"Appropriate federal financial supervisory agency” means:

a. The Comptroller of the Currency with respect to. federally
chartered banks; :

b. The Board of Governors of the Federal Reserve System with
respect . to . State .chartered banks whlch are members of the
Federal Reserve System and bank holding companies;
¢, The Federal Deposit Insurance Corporation with respect to
State chartered banks and savings banks which are not members
of the Federal Reserve System; and

d. The Director of the Office of Thrift Supervision, in the case
of an association the deposits of which are insured by the Federal
Dep051t Insurance Corporation, and a savings and loan holdmg

company. ‘

"Association" means any.State or federally chartered savings
and loan association;

"Capital funds”" means (a) in the case of a State bank or
national bank, the aggregate of the capital stock surplus and
undivided profits of the bank: (b) in the case of a savings bank,
the aggregate of the capital deposits. if any, and the surplus of
the savings bank; and (¢) in the case of an association, the:
aggregate of all reserves required by any law- or regulation. and
the undivided profits, if any, of the association;

“"Commissioner" means the Commissioner of Banking;

"CRA" means- the+"Community Reinvestment~ Act of 11977."
Pub:L. 95-128(12.U.5.C. §2901 et seq.).

"Defaulting: depository! means-a public: depository-assto:which:
an-event of:default:-haszoccurred;:

"Depository-institution” means:a. State-bank; anatlonal bank: a:

savings:bank:-or-an- aSSOClathn. located in this:Stater




"Eligible collateral” means: (a) Obligations of any of . the
following: : :

(1) The United States . v

(2) Any agency or instrumentality of the United States.
including, but not limited to, the Student -Lean Marketing
Administration, the Government National Mortgage Association,

- the Federal Home Loan Mortgage Corporation, the “Federal
National - Mortgage Association,  the ~ Federal Housing
Administration and the Small Business Administration:- '

(3) The State of New Jersey or any of its political subdivisions;

- {4) Any other governmental unit: or

(b) - -Obligations guaranteed or insured by any of the followmg,
to the extent of that insurance.or guaranty

(1) The United States: .

(2) Any agency or.instrumentality of -the United States,
including, but not limited to, the Student Loan Marketing
Administration, the Government National Mortgage Association,
the ' Federal. Home .Loan -Mortgage Corporation, -the Federal
National- Mortgage  Association, the - -Federal - Housing"
Administration and the Small Business-Administration; '

(3) The State of New Iersey or any of its political subdivisions;
P ‘

(c ) Obligations now or hereafter authonzed by law as security
for public deposits;

{(d) Obligations in which the State pohtlcal subdlvxsxons of the
State,  their officers, boards. commissions; departments and
agent_:ies may invest pursuant to an express-authorization under
any law authorizing the issuance of those obligations; or

(e) Any other. obligations. as may be . approved. by the
commissioner by regulation or by specific approval;

"Event of default” means issuance of an order of a supervisory
authority or of a receiver restraining a public depository from
making payments of deposit liabilities;

"Governmental unit” means any county, municipality, school
district or any public:- body -corporate and politic created or
established under any law of this State by or on behalf of any-one
or more cournties or mum'cipalitie or any board, commission,
department or agency -of any of the foregomg having custody of
funds;

"Maximum liability" of a public' depository means; with respect-
to any.event of default, a sum equal to:5% of-the average daily
balance of 'collected public funds. held  on deposit by the
depository-during: the: six-month- period-ending: on the-last:day .of-
the= month= next: preceding> the: occurrences of such:. event- ofi
defauit;: "Netvdeposit-liability? - means«thesdeposit: liability. of.az
defaultings deposztory tosax govemmental sunitrafters aeductlonrof*
any:deposit-insurance:with.respect: thereto,

Obhgatlons meanss any: bondsi. notes;:. capltal notesy. bond:
anticipationznotes;. tax-anticipation:notess. temporary ‘notes: loan»
bonds: mortgage srelated securitiesy.or:mortgagess.




(o5}

"Public depository” means a [State bank, a national bank, a
savings bank or an-association located in this State] depository
institution, the 'deposits' of ‘which are insured by the Federal
Deposit Insurance Corporation [or the Federal Savings and Loan
_ Insurance Corporation, as-the case may be.] and which receives or

holds public funds on deposit: '

"Public funds" means the funds of any govemmental umt but
does not include deposits held by the State of New Jersey Cash .
Management Fund; | '

"Valuation date" means December 31 and Iune 30.

(cf: P.L.1986, c.161, s.1)

2. Section 2 of P.L.1970, c.236 (C. 17 9~ 42) is: amended to read
-as follows:

2. No governmental .unit shall depos1t pubhc funds in a public
depository unless:

a. Such funds are secured in accordance- with (this act]
P.L.1970.¢.236 (C.17:9-41 et seq.); and

b. The public depository is a depository institution which is in
compliance - with section 3 of P.L. , C. (C. )(now
pending before the Legislature as this bill). -

(cf: P.L.1970,-¢.236, s5.2)

3. (New section) a. Beginning on July 1,-1990 and until June
30, 1992, only those depository institutions.receiving a CRA
rating of. outstanding. or- satisfactory. from  theit appropriate
federal supervisory agency shall be: eligible to be a public
depositofy pursuant to section 2°of P.L. 1970, c: 270 (C. 17:9-42).

b. Beginning on July 1, 1992 and thereafter, only those
depository institutions that receive a CRA rating of outstanding
from - their. appropriate. federal supervisory agency shall be
eligible to be: a: publicr depository pursuant:to section 2 of P.L
1970, c. 270 (C. 17:9-42). A depository institution that received
an-outstanding:or. satisfactory CRA-rating after July 1, 1990 and
which has- been designated: a: public depository -by. the
commissioner, may: remain as-such’ until a-new CRA rating is
received from its appropriate federal supervisory agency on -or
after July 1, 1992. ,

¢c. Notwithstanding. the provisions. of subsectlons a. and b. of
this section, a depository . institution which is a public depository
prior: to. July: 1, 1980, may.continue- as.-such. until it receives a
CRA rating:on-or-after-july 1, 1990.

» (News section): - Beginning: on-and:after=July:1,.1990, each"
depository institution which receives a..CRA- rating from' its-
appropriates federal. supervisory. agency, shall send.a copy.of-the-
-publics sectionzof thes written: evaluations to= thes commissioner:
within:30;daysiof; ceceipt?: Theicommissioner:-shall.compile«all: the>
informationzine theses reportszinzax ways that :will: be= useful - to
community-interestgroupszand:disseminatesa.notice:biannually:to=
all: dailyw andsweeklys newspaperssof': general:.circulation:-in . ther

St'atefmthatfa‘this"f;:vinfOrmatiomis,:availableﬁ::;efromfsthesf:D“epartment:of'; v
Bankingstostherpublicsupon-request:: Thercommissioner:mayssetza:
reasonable: fees towbescharged: forzeachs=report: sent-out=:by. the:
depaftments.




5. (New section) Each depository  institution whose CRA
rating received after july 1, 1990 indicates substantial
noncompliance in meeting. community credit needs, shall consult
with the Commissioners of Banking and the Department of

* Community Affairs to establish a program intended to increase

its compliance in meeting community credit needs and change its
next CRA rating to satisfactory.

6. (New section) The commissioner shall prepare a report on
an annual basis for the appropriate committees of the Legislature
containing the CRA rating of each depository . institution for
which- it “has a rating, the date of the rating and whether
consultation has taken place with each depository institution .
which received a CRA ~ rating . indicating substantial
noncompliance in meeting community credit needs. This report
shall be. sent to ‘the appropriate committees of the Legislature
within 60 days of the beginning of a new calendar year.

7. (New  section) = The commissioner may promulgate
regulations, pursuant to the “"Administrative - Procedure Act,”
P.L. 1968. c. 410 {C. 52:14B-1 et seq.), necessary. to:implement
the provisions of ‘this-act:

8. This act shall take:effect immediately.

BANKING AND FINANCIAL INSTITUTIONS
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ASSEMBLY, No. 161
STATE OF NEW JERSEY

Introduced Pending Technical Reviéw by Legislative Counsel
PRE-FILED FOR INTRODUCTION IN THE 1990 SESSION

By AssembljrmanPENN

AN ACT to require the direct deposit of certain public assistance
payments and unemployment compensation and temporary
disability benefits payments in certain depository institutions.
and supplementing Title 17 of the Revised Statutes.

BE IT ENACTED by the Senate and General Assembly of the
State of New Jersey:

1. “As used in this act: :

"Account" means a demand deposit account which permxts the
account holder to make deposits, withdrawals- and payments. to
third parties or others by check or electronic transfer.

"Basic checking account" means an account as provided for in
section 2 of this act. T

"Check” means any check draft, negotiable order of
withdrawal, or.similar.means of.makmg., payment:or transfers=to
third parties which is drawn on a depository institution and is
payable on demand.

"Depository institution" means a State or federally chartered
bank, savings. bank- or' savings: and. loan: association offering:
accounts-in.this State.

"Regular. checking. account” means . an. account' offered.by a.
depository. institution.which- is held by: more natural persons:for.
personal..or: family:-use: than: any. other- account- offered. by: the:
institution. :

"Qualified - depository institution” means -a depository:
institution which makes- available and maintains basic checking-
accounts:for direct deposits. pursuant- to sections:3, 4, 5, and:6-of:
this act. ‘

2.. a.. For-purposes:of: this :~act,i. azbasic. checking. account:shall -
provide: that the-account holder.thereof:

(1) - May:not: be- required. to  maintain= a= minimum: balance=of*
funds-left-on deposit-in excess of $25.00;=

(2) : Mayswithdraw=funds. by.check: for:paymentsto: thn'd partiess
at<least:fivestimes:within-a;monthly:cycle: swithout:charge;-

- (3):May:withdraw=funds: by-a: method:otherzthan:check: atrleasts
fivestimesswithin:asmonthly.cycle:without:charge;::

(4) «Shall:havernosless:access:toxmail.bankingsservices:thanzthats
offered:itozholdersszofiregular:checkingzaccountssat-that:depesitory:
institution;:

(5) 3 Shall?notzbexassesseda: feeﬁon chargerinsexcesswof«$2:00%
within:asmonthlyzcycle: plusz50¢:pers transacn?n:«mf excesszofithes.




(/=T =T B~ B R R O R A

W 00 0O 00 0 O 0O G G LA LA B3 ORI B B B DI B DI B DI B pe e e e b b e e
HODOOYC O W ROOREIITOALEENRLDODOIDG S DBN PO

42%
43>
448
465
453
47
484

" "General-PubliczAssistancesLaw; P:Li19477 ¢:156:(C.44:85107 ets

A181

number of transactions permitted under paragraphs (2) and (3) of

* this subsection, plus any other fees permitted by this section; and

(6) Shall not be assessed any fee in excess of the usual fee or
charge made by the depository institution to its regular checking
account holders for stopping payment on a check or for a check
drawn on the account being dishonored, for providing checks, or
for any of .the following services if provided by the depository
institution: - money orders, cashiers checks and return of
cancelled checks, and any other services other than the basic
services provided for herein.

b. Except for the fees permxtted under paragraph (5) of

" ‘subsection a. of this section, the depository institution may not

charge for: any  deposit of funds, maintaining - the account,

-inactivity of the account. for a period of six consecutive months,

closing the account, or withdrawal of funds by check or-otherwise
within the limits provided in this section..
'c. -A..qualified depository institution may close a basm'

-checking account or convert a basic checking account to an
-account not subject to: the provisions of this section if -the
. account holder:

(1) Uses the account in an illegal, fraudulent orother improper
manner;

(2) Has written three or- more - checks which' were-not-paid,.
during- the prior six-month’ period, because the consumer did not
have sufficient funds in .the account.on which the check was
drawn; or

(3) Ceases to be eligible for beneﬁts for-which direct-deposits:
are made pursuant to section 3, 4, 5, or 6 of this act and six
months- has- elapsed- since. the- last: direct deposit  in- the: basic:
checking..account” was. made: pursuant:to. section:3, 4,.5,. or. 6:of
this act: 7 . '

3. Public assistance payments payable by county. welfare
agencies -to recipients of aid to families with dependent children
pursuant-to-P.L.1959, ¢.86 {C.44:10-1 et seq.) shall be: deposited-
directly in the basic checking -account of* the- recipient in-the
qualified depository. institution.designated..by- the- recipient: or-in
the- account of. the: recipient.in.anys :depository.institution.which:.
accepts-direct-deposits:and at-whichithe recipient-has.an account:.

4, Public assistance payments: payable: by: local. assistance-
boards- to-recipients: ofogeneral.pubhc assistance. pursuant-to xthes

seq:) vshall;sbevdeposited':ﬁdirectly;;m;’:thefb'asic&cﬁéckings%gaccoun'tf’
therrecipientzinsthe:qualified=depesitorysinstitutionsdesignated:by:
thesrecipientsorzinsthesaccountxof: thésrecipientsinzanysdepository:
institution= which: accepts= direct depositss andy at: whichs. the=
recipient+hassan:accounts

5. Unemploymentzcompensation: i‘benefltsvor*extended‘xbeneflts»e,

paymentss: payables by the= Commissionersof# Labors orz hiss duly:

¢
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. authorized agent to recipients of  benefits pursuant to the

"unemployment compensation law,” R.S.43:21-1 et seq. or the -
"Extended Benefits Law,” sections 5 through 11 of P.L.1970,
c.324 (C.43:21-24.11 et seq.) shall be deposited directly in the

. basic checking account of the recipient in the - qualified

depository -institution designated by the . recipient or in the
account of the recipient in any depository institution which

. accepts direct deposits-and at which the recipient has an account.

6. T(:emporary‘ disability benefits payments by the Director of
the Division. of Unemployment - and Temporary Disability

. Insurance or his duly. authorized agent to recipients of benefits
- pursuant to subsection (f) of R.S.43:21-4 or the "Temporary

Disability Benefits Laws,” P.L.1948, c.110 (C.43:21-25 et seq.)
shall be deposited directly in the basic checking account of the
recipient in the qualified depository institution designated by the

. .recipient or in the account of the recipient in any depository

institution - which accepts direct deposits and at- which" the

~recipient has an account.

7. The Commlssmner of Human Services; in consultatmn w1th o

‘the . Commissioner of Banking, shall - establish,. by rule or

regulation, procedures for the agencies, offices or divisions:
responsible for .quah‘fying any- recipient under sections 3. and. 4 of
this act to.provide. recipients-information on qualified depository

‘institutions in the recipient's-municipality -of residence- or- the
-qualified . - depository institution' or institutions nearest a

recipient's residence and to assist a recipient in establishing a.
basic. checking:account:in"a-qualified depository institution-of.the:
recipient's choice:

8. The Commissioner of Labor, in consultation with- the
Commissioner of: Banking, shall establish, by. rule or.regulation,.
procedures. for. the agencies, offices. or. divisions responsible for-
qualifying any- recipient- under-sections 5 and 6 of this- act~ to
provide recipients information on qualified depository institutions
in the recipient's municipality of residence -or- the .qualified

depository institution: or institutions. nearest a recipient's.

residence-and to assist a.recipient in establishing a basic checking
account: in. a: qualified: deposuom institution=of: the recipient’s-
choice:

9:- ai The- Commissioner: of. Bankmg»< shall ' notify. every=
depository: institution-in thissState - of ' the- provisions:of - this- act

" within: 30 “days: of " thes effective~ date= of~this- act> and - annually-
~ thereafterr and-~ eneourage: their: participation: assx. qualifiedw

depesitorys institutionss. Depository: institutionss which: wantz. tox
participatexpursuant~toxthiezprovisionss ofithissactsshallinotifyzthe:
Cﬁmmissionar" of‘i“" B%nkjng@ in“‘ writing;t Th“’e; Cbmmissioner:«*

Servmeskand Laboryot}thosezquahfled deposnory HlstltllthIlSv
bi: Atqualified depesitorysinstitution=which:nozlonger=wantssto»

89 o

¥
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4

participate pursuant to the provisions of this act shall notify the
Commissioner of Banking in writing thereof. Participation by the
qualified depository institution shall continue for at least six
months following the notice to discontinue participation to the
Commissioner of ‘Banking or for a longer period in the discretion
of the Commissioner of Banking. '

c. The Commissioner of Banking may discontinue the
participation of any qualified depository institution pursuant to
the provisions of- this act that is determined to be insolvent by
any State or federal regulatory agency. _

10. The Commissioner of Human Services, Commissioner of
Labor and the ‘Commissioner of -Banking may adopt rules and
regulations- pursuant “to . the "Administrative Procedure Act;"
P.L.1968, c.410 (C.52:14B-1 et seq.) necessary to effectuate the
provisions of this act. . )

11: This act shall take effect immediately, except that
sections 3, 4, 5, and 6 shall remain inoperative for 180 days.

STATEMENT

This bill provides- for the direct deposit of AFDC, general
assistance, unemployment compensation benefits and temporary
disability benefits payments into the recipients' no-frills banking
accounts. These direct deposits would be made in depository
institutions which agree to-establish. no=frills banking- accounts
for-the recipients:

Many of these recipients currently are unable to secure banking
services and - often must- resort to-having their- assistance- or
benefit ‘checks cashed by licensed check cashers:

BANKING AND FINANCE

Provides for direct .deposit of certain.welfare and unemployment
compensation payments-to certain depository.institutions..
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ASSEMBLY, No. 756
STATE OF NEW JERSEY

Introduced Pending Technical Review by Legislative Counsel

PRE-FILED FOR INTRODUCTION IN THE 1990 SESSION

By Assemblymen DUCH and GILL

..AN ACT concerning certain check casher. activities and penalties,

amending and supplementing P.L.1951, c.187.

BE IT ENACTED by the Senate and General Assembly of the
State of New Jersey:

1. Section 17 of P.L.1951, ¢.187 (C.17:15A- 17) is amended to
-read as follows:

17. The licensee shall not charge or collect in fees, charges, or
otherwise, for cashing a check, draft, or money order. drawn on a
bank or other financial institution located in this State a sum or
sums exceeding 1% thereof, and shall not charge or collect in
fees, charges, or otherwise, for cashing a check, draft, or money
order drawn on any other bank or financial institution a sum or
sums exceeding 1%:% thereof, or $0.50, whichever is greater. In
every location and upon every mobile unit licensed under this act,
there shall be conspicuously posted and at all times displayed, a
schedule of fees and charges permitted under - this act. This
schedule shall detail the rates-for a.range-of sample:checks and .
shall clearly indicate that each rate-illustrated is the maximum
charge allowed for- that sample check. The schedule shall be
printed in English and Spanish, large enough to be easily seen and
read -by-all customers: The-schedule shall include:the telephone.
number of the Division of Consumer: Complaints- in the New

. Jersey Department of Bankmc and a notice to all customers that

any check casher violations or any complaints concerning check
casher activities.shouid be reported to the division:

" (cf: P.L.1985, c.219, 5.3)

2. Section:23. of:P;L.1951;. ¢:187 (C.17:15A-23)-is- amended:to..
read as follows:.

23.. a.. Any. person: who: engageswinthe:check-cashing.business-.
in this State without having:first obtained a license-as: required by
section. 2. of:[thisiact] .P:L.1951, ¢.187:(C.17:15-2) shall.be:liable-
for:aspenalty:ofinotsmoresxthan»$1;000.00%for: each: offénsex Forx
the: purpese: of# thisy subsection;:. each» check:: cashed: withouts as
license:shall.constitute:a:separate:offense:.

bz Anysperson;:includings anyzlicensee:or:anyspartner; officer;:.
directory or:employee;. whether:salariedsorzcommissioned;:ofssuchz
licensee;:. or: anys others persons representingsazlicenseey..whether:

EXPLANATION=-Matter: encloseds in= bold=faced:-brackets= [thus] . in- thes
above:bi11:issnotrenactedsandei suintendedstorbexomi ttedsin-theslaw: ..

Matter:underi ined:thussi sz new.matters..
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directly or indirectly, -who violates any provision of [this act]
"The Check Cashing Law,’ P.L.1951, ¢.187 (C.17:15A-1 et seq.)
or any rule or regulation promuigated in connection therewith,
shall be liable for a penalty, in addition to all other penalties or

forfeitures imposed by this or any other law, of not more than

$1,000.00 for each offense. Any person who shall aid or abet such
a“violation shall be equally liable for such a penalty as may be
imposed upon a principal violator. For the purpose of this
subsection, a violation of any section of this act or any rule or
regulation  ‘promulgated pursuant thereto' shall constitute a
separate offense. :

- ¢ The commissioner, in his dlscretmn. is hereby authonzed

and empowered to compromise and settle any claim for a money
penalty under this section for-an amount that appears: approprlate
and equitable under all of the circumstances.

d. The penalties provided for in subsection a. and b. of this
section, if not voluntarily paid to .the- commissioner, shall be
collected in a. summary manner brought: in- the: name of -the

‘commissioner - pursuant - to the provisions of “the penalty

enforcement law” (N.].S. 2A:58-1 et seq:).

-e._In addition to any other applicable-penalties or forfeitures
imposed by this or any other law, any person subject to a penalty
pursuant to subsection a. or b. of this-section shall, for. the second-
or any subsequent’ violation, perform community service for a
period of 30 days, which shall be of such form and on such terms
as deemed appmpnate under. the cn‘cumstances by a court of
competent jurisdiction. .

(cf: P.L.1979, c.498, s.8)
3. {New section)  Each person: licensed.to cash checks.in this
State pursuant to P.L.1951, ¢.187° (C.17:15A-1 et’ seq.), shall

~ provider a- customer- with a: receipt.- foreach. check: cashed... The:

receipt for each check cashed shall contain, but'not-be-limited. to,
the following information: the date and time of each transaction;
the name and licensee's reference number of the person licensed
to cash checks, drafts, or money orders;-the. face- amount-of: the
check cashed; the fee charged to cash the check; and the
remainingsbalance: paid.to. thezcustomer: . A:copy-of:each: receipt:
shall be=kept by.the:licensee. for:at:least:two years. and:shall -be:

- made- available= to. the: commissioner upon: request” pursuant: to:

section.26.of P.L.1951,.¢c.187 (C.17:15A-26).

{New: section)* The: commissioner: shall: undertake;. in
cooperation: with agenciess of# thes States locals and# federals
governments;. ax programs: ofii consumer:, ‘educations tos increase:
awarenesszonsthezpartzoficustomerssofitheirzrightssinzrelation: tow
checks Cdshinga businessess -and# tos increasex awarenesss of# thex
activitiess ofs¢ thes Division= ofz Consumers Compiaintss inz thes
Department-of7/Bankingz. ' S 8
5% Thes:commissioner: shalllrepert:ons thes implementationzof:#
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sections 3 and 4 of this act within one year of the effective date
of this act to the appropriate standing reference committees of
the Legislature and thereafter in the -annual report of the
Comrussioner of Banking pursuant to R.S.17:1-9.

6. This act shall take effect on the 90th day following

" enactment.

STATEMENT

- This bill requires check cashers to post a schedule of rates for
a range of sample checks and to clearly indicate that each rate
posted is the maximum. charge allowed for that sample check.
The schedule is to be printed in English and Spanish, large enough
to be easily. seen and read by all customers. The schedule is to

. include - the .telephone number of the Division' of Consumer.
. Complaints in the New Jersey. Department -of - Banking- and a

notice to all customers that any check casher violations or any
complaints conceming check casher activities should be reported
to-the division.

The bill adds a mandatory 30 day community service penalty"
for-a person who commits a violation. subsequent™to an initial
violation of “The Check Cashing Act.”

The bill requn'es hcensed check cashers to provxde a customer
with -a receipt for each check cashed containing, but not limited
to, the following. information: the» date: and: times of" the
transaction, the name and license number of-the check: cashing
business, the total amount of the check, the fee:charged. and the -
balance paid to the customer. In addition, a copy of each receipt-
isito-be kept by the licensee for a two-year-period.and which:is-to -
be provided to the commissioner upon request.

The bill requires the commissioner to undertake, in cooperation
with State, local and federal government agencies, a program.of.-
consumer education to make customers aware of their rights
when cashing checks and to increase consumer awareness of. the
Division of :Consumer. Complaints-in-the-Department-of Banking.

Finally, therbill.requires-thezcommissioner:to:report within onex
year-to-the-Legislature and thereafter-in:thesdepartment’ s:annual,
report.-with .respect.to. the requirements of. providing:.receipts.and .
ofithe:development:of.a:program of :consumer:education..

BANKING:AND'FINANCE:.

Regulatess certainzchecka césher:’ activitiesy: mandateszcommunityz .
servicezforzcertains vmlatlonsaandMrequxresacertam :actionssby: the:
Commissionersof:Banking:..
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ASSEMBLY, No, 1179
STATE OF NEW JERSEY

Introduced Pending Technical Review by Legislative Counsel
PRE-FILED FOR INTRODUCTION IN THE 1990 SESSION

By Assemblywoman KALIK and Assemblyman ROBERTS

AN ACT providing basic fmancxal services and supplementing
Title 17 of the New Jersey Statutes.

BE IT ENACTED by the Senate and General Assembly. of the

~ State of New Jersey:

1. a. The Legislature hereby finds and declares that:
(1) Depository institutions in New Jersey receive substantial

" public benefits from federal insurance backed by the full faith
_and credit of the United States Government and certain of these

lenders have access to. the lender of last resort of the Federal

" Reserve System at favorable interest rates and terms; -

- (2) Depository institutions in New Jersey receive additional
public benefits from State and federal regulation, providing
further assurance of.their safety and soundness;

(3) Enjoying these public benefits, which. are critical to their
unique status in society, depository institutions in New ]ersey are
obligated to meet the basic banking needs of the communities in
which they are authorized to operate.by assuring the availability
of essential financial services.to all people in the'community;

(4) In recent years there have been sharp increases in the fees
and charges for basic banking services: and many of- the State's
consumers,  particularly young, low-income and elderly
consumers, now. find-it- increasingly. difficult- to. afford these:
services; ,

(5) The increased cost of banking and financial services
discourages savmgs on the:part of-young, elderly and low~income
consumers;

(6) Those: without access. to. banking. and: financial services due
to-increased:cost are-forced to operate:on.a. cash-only-basis. and:
are: therefore  at' greater: risku for- their: personal- safety. and"
well-being; | '

(7) - The-lack-of ‘access: to -banking: and financial services:forces:
many-low-income=and:elderly.: consumers: to=uses rel:.tivelys highx
costs check=cashingz: servicess toy cashs theirs social: security« orx
welfare: benefit: checks;. a# practices: that® underminess thex:
effectiveness:of:thesezvital:publi¢:assistancezprograms:.

bix. [t:issthezpurpose:ofithissactstormake=basic: bankingzservicesz
available* to» consumerss. by requmngg.deposnonyf. institutionss tox
offer:certain:ofithesesserviceszatzlow:cost:to=all<consumers:;whos:
abide:by:their:reguiations..

2. Aszused:in:this:act::
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a. "Account" means an account in a depository institution with
respect to which the account-holder is permitted to make
withdrawals by negotiable or transferable instrument, payment
orders of withdrawal, telephone. transfers, or other similar items
for the purpose of making payments or transfers to third persons
or others. "Account" shall include demand deposit accounts,
negotiable orders of withdrawal, draft accounts, savings deposit

_ accounts subject to automatic transfers, share draft accounts,

and all savings deposits and share accounts other than time
deposits;

b. "Basic consumer. checking account" means a deposit
account with respect to which the account-holder is permitted to
make payments to third parties or others by check, which account
is: ‘

(1) Owmed by the consumer; and

(2) Used primarily for personal, family or household purposes;

c. "Business day"' means any day other than a Saturday, Sunday
or legal holiday;

d. "Check" means any check, share draft, negotiable order of
withdrawal, or similar means of making payment or transfers to
third parties or others;

e. "Consumer"' means a natural person;

f. "Commissioner” means the Commissioner of Banking;

g "Depository institution” means a State or federally
chartered bank, savings bank or savings and loan association doing
business in this State;

h. "Electronic. branch" means: automatic' teller- machines
(ATMs) and similar technology which may be used by customers
of a depository institution in connection with a customer's
transaction account;

i. "Government check" means any.check:issued by the United
States government, any State, any unit of local government, or
any agency - thereof for personal, family or household purposes,
and shall not include any check issued by any government or

. governmental agency for the payment of any contractual

obligation or for any goods or services otherwise provided by a
vendor to.the government-or:government-agency.

j. "Office" includes.the:home office:of:a: depository.institution
and»any. office- approved: as-a branch of ‘the depository.institution
by its federal or State: supervisory. agency, but excludes
free-standingrautomated:teller- machines:and other-free-standing:
electronic:terminals;: ‘ ’

k. "Periodicr accountsstatement? ‘meanszany;written:statements
provided=on: awregular: basis= by ax depository: institutions tow an:-
account=holder+thatzreflécts:all.debtssandicreditsstozanzaccounty

statement;-
l.. "Regular»checkingsaccount! meanss that: type=ofichecking;
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demand deposit, negotiable order of withdrawal, or similar
account, other than -a basic checking account as provided
pursuant to section 3 of this act, offered by the depository
institution, which is held by more consumers than any other such
account offered by the institution;

m. "Regular savings account" means that type of savings,
deposit, share, asset or similar account which permits routine
withdrawals, other than a basic savings account as provided
pursuant to section.? of this act, offered by the depository
institution, which is held by more consumers than any other such
account offered by the institution.

3. a. Every depository institution that maintains transaction

~ accounts or offers installment loans or  residential home

mortgages in this State shall make available to consumers a basic
checking account at all offices of that depository institution
where transaction accounts are offered or available. Such basic

_ consumer checking accounts shall contain the features specified

in subsection b. of this-section.

b. A basic consumer checking account: shall prov1de that a
consumer: » S

(1) (a) May not be required to open.an account with an initial
deposit in excess of $10.00; v

(b) May not be required to maintain any specific. minimum
balance of funds left on deposit after-the:initial deposit;

(c)- May withdraw funds by check for payment to third parties
or others at least eight times per month without charge;

(d) May withdraw funds by a method other than check:or.by a.
similar negotiable: instrument- at. least- {five: times per month
without ‘charge; and

(e) Shall have no less-access to mail, telephone or electronic
banking services-than that offered to. holders of. regular. checking:
accounts-at that:depository:institution. .

~{2)-Shall not be assessed a fee or charged in excess of:

(a) .25¢ per transaction in excess of the number permitted
under subparagraphs (c) and (d) of paragraph (1) of this section;

(b)- $5.00 in the-case of a request by.the account holder to stop
payment-on a check drawn on the account; and

{c)+ $5.00 in the:=case-of: a: check: drawn: onzther account- and:
dishonored.upon presentment: .

(3) - Shail not*be-assessed. anys fee® in. excess’ of the: reasonable
cost’ to= the- depository institution: of: providing: checks; money-:
orders;. cashier’s:- checks;: the- return: ofr cancelled: checkss: orx
similar* account: related: servicess as: determineds bys thex
commissioner:. : '

(4)# SHall“not*bezassessed-any= monthly,ﬂper«transactmn or:other:
feerorzcharge:for::

{a):#Any:deposit-ofifindsiintosthe:account;:
© {b)iéMaintainingstheraccounts:
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~ (c) Inactivity of the account

(d) Any balance inquiry; or

(e). Early closure of the account. ,

(5) Shall not be assessed any other account-related fee or
charge in excess of the reasonable cost to: the depository
institution of providing the service charged for, as determined by

-the commissioner.

c. Each holder of a basic consumer checking account shall be
entitled to receive from the depository institution information
appropriate to. the timely resolution of errors or. information
necessary to prevent improper account balances, including
information concerninig account activity, and shall be entitled to
maintain a passbooik for the account or to receive written

. monthly statements itemizing beginning and ending balances and

each transaction.

4, a. A depository institution which, in the ordinary course of
business cashes checks for- account holders shall cash any
government check, if the person presenting the check:

(1) is the individual to whom the check has been issued; and

(2) is registered with the depository institution pursuant to.
subsection b. of this section. ‘

b. In order to provide for registering a consumer who wishes to
cash a. check at-a depository institution, a depository-institution
shall:- :

(1) Provide for registration at all of its offices;

(2). Register applicants by means of an application. containing.
the: application date; the: name, address;: date- of * birth,. social
security number, and the hand written signature of-the-applicant
as- well as.any other information the commissioner-may. deem
necessary; '

. {(3): Verify the information re_duiredi" to -be submitted ‘by. the-

applicant within 30 days of receipt of the application;
- (4) Consider the applicant registered, upon verification, and
provide the- applicant with an identification. card in a form
approved by the commissioner; and

(5) Implement. any. other requirements which the commissioner
by regulation shall promulgate: )

5% Therdepository.institution may: restrict: the-cashing:of- any.
government-check: presented.in:accordance-with-subsection :a: of

~ section:4-of.- this-act.only.to :the.office- to-which the: application..

was; submitted;. except: that: all: offices:. of: ther depository-
institutions shall’ cashs anyy government: checks. presenteds in

- accordance:: withi: subsection:=a.. of#seetions 4. ofs thisz actzifither

personz presentingsz thex= checks alsos présentsa-r arreliablés piecer ofi
identification:whichincludessazphotographi:

6. Asdepositoryzinstitutionzmaysassesssaschargesforyissuingzans:
identificatiomz-cax;d,«e.,in:—;;:ants:»amomxt*;notfiéih';cexcesss of-thezactual.cost=
incurredsin:processing:the» application*and:issuings the= card;: as+
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determined to be fair and reasonable by the. commissioner. No
charge may be assessed for cashing checks pursuant to subsection
a. of section 4 of this act.

7. a. Every depository institution that maintains transaction
accounts or offers installment loans or residential home -
mortgages in this State shall also make available to consumers a
basic savings account at all offices of that depository institution
in this State where transaction accounts are offered or available.
A basic consumer savings account shall be a savings deposit
account, established and maintained- for personal, family or

‘household purposes, which permits the account-holder to make

deposits and withdrawals and to earn interest on the amounts on
deposit. Basic consumer savings -accounts shall contain the
features specified in subsection b. of this section.

b. A basic consumer savings account shall provide that a
consumer may:

(1) Not be required to open an account with an initial deposxt
in excess of $10.00;

(2) Not be required to- mamtam any specxflc minimum balance
of funds left on deposit after the initial deposit;

(3) Withdraw funds on. deposit in person at any of its offiges at

least once a week without charge;

{4) Conduct a deposit. transaction in person at .iny of 1ts

-offices at least twice a week without charge; and

(5) Have no less access to mail, telephone or electronic
banking services as is offered to holders of regular - savings
accounts at that depository institution.

c. No fees or service charges.of -any type shall be charged in
connection with a basic consumer savings account, except that a
depository institution may charge consumers the reasonabie cost
incurred, as determined by the commissioner, of any in-person-
deposit and withdrawal transaction in excess: of the number

_permitted in paragraphs (3) and (4) of subsection b. of this

section. 'Such reasonable costs as determined by the
commissioner shall reflect’ the -marginal and unavoidable-cost to-a-
depository institution imposed by additional in-person deposit and
withdrawal:transactions: _

d: Interest:shall be paid the+account-hoider on all ameunts:on:
deposit-at-a:rate.not:less:than- 75%-ofthe-annual rate paid by the:
depository. institution on its regular savings accounts. For-the
purposes. of. this- section; the: interest. accruing - to a. basic.
consumer:savings:account:shall ‘be:computed:in the:samermanner:
that»the- depository:institution:uses=to:computesinterestaccruing:
tosits:regular:savingssaccountss:. ‘

e.. Each:holder:.of:a-basic: consumer:savings:account- shall:be-
entitledstorreceive: ‘from thes depository: institution' information:
appropnate to thes timely: resolution: of# errors: or: information=
necessary:: to: prevents improper: account: balances;. includings
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information concerning account activity, and shall be entitled to
maintain a passbook for the account or to receive written
monthly statements itemizing beginning and ending balances and
each transaction.

8. No consumer shall be entitled to hold concurrentiy more
than one basic consumer checking account and one basic
consumer savings account.

9. Except as otherwise provided in this act, a depository
institution shall offer all of its products and services to a
consumer whoe holds a basic consumer checking or savings account
on the same basis that it offers those products and services to
consumers who do not hold basic consumer checking and savings
accounts, except that a depository institution may refuse to.
maintain any transaction accounts other than basic consumer
checking and savings accounts for the account-holders of basic
consumer checking or savings accounts.

10. A depository institution shall not require that a consumer
have any other account at that or any other depository institution
or have a credit card issued by it or any other depository
institution as a condition to opening either a basic consumer
checking account or a basic consumer savings account, and shall
not impose any other requirement that would tend to discriminate
against low-income consumers. .

11. Any requirement by a depository institution for proper
identification to open either a basic consumer checking or savings
account shall be satisfied with either a valid New Jersey driver's
license or a. valid identification card. from a - public . assistance
program, such as food stamps, general public assistance or Aid to
Families with Dependent Children (AFDC).

12. Every depository institution required to offer basic
consumer checking or savings accounts or to provide check

cashing services pursuant to section 4 shall post a conspicuous

notice in an appropriate area of each location where deposits are
accepted that informs account-hoiders and potential
account-holders that basic consumer checking and savings
accounts .and check cashing services are available. The notice
shall clearly.explain .the -material features:and limitations of such.
accounts: and: check cashing services so- that: consumers can
reasonably be expected’to:understand the terms:of the accounts

and services offered.

13. Every. depository. institution-shall. maintain a.schedule of.
fees;. charges, terms: andzconditions: applicable: to: any. account:
offéred-by.the. depository-instifution:which®shail: include:but not-
be:limited:to:the:followingiinformation:: »

a:. Anstatement:including;thesamountwofiany:minimum:initial
depositrequired to‘open-an:account: o

b:: A'statementrinciuding:the:amount-of:

{1)* Any: monthly-or:other>minimum:balance necessary..to-avoid -
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fees or charges;
(2) The method for calculating minimum balances; and
(3) A clear example of how such a minimum balance is
calculated.
c. A statement, including the amount of:
(1) Any monthly maintenance or other periodic charge for the
account; and
. (2) . The conditions under which such a charge shall be assessed.
d. A statement including the amount of:
-(1) any per transaction charge; and
(2) The conditions under which such a charge shall be assessed.
‘e.” A statement, including the amount of:
(1) any charge or penalty for excess withdrawal; and
(2) The conditions under which such a charge or penalty shall
be assessed. _
f. A statement including the amount of any charge for a check
drawn on the account and dishonored upon presentment.
g. A statement-including the amount of any charge for a check
deposited into the account and dishonored by the payor bank.
h. A statement. including the amount of any stop payment

“order.

i. A statement including the amount of:

(1) Any charge for a balance inquiry; and

(2) The conditions under which such a charge will be assessed.

j. “A statement including the amount of:

(1) Any charge for closing an account; and

(2) -The conditions under which such a charge shall be .assessed.

k. A statement including the amount of;

(1) Any charge for an inactive account; and

{2) The conditions under which such a charge will be assessed.

1. Interest payable on any account, including:

(1) (a) The rate of simple interest;

{b) The frequency with: which interest will be compounded and
credited; '

(c) The period during which this interest rate will be in effect;
and '

(d) If applicable, the information contained.in subparagraphs
{(a) and (b) of this-paragraph that wiil. take" effect at the end of
the- period referred to-in' subparagraph (c) of°this subsection, or
the method of computing such terms;

(2)" The-annual. percentage- yield, which shail be equal to the
total.amount:of:interest that:would be:received.on:a. $100 deposit:

. under:the: terms-contained:in paragzrapi:1 ofithis:subsection.over-

a:365+-day-period:expressed as:a:percentage; .

{(3)# (a) #Any:minimum: balance: necessary-{or: the- depositor: to
receivesinterest:including.-any. balances: thatvwould: result »in: the-
depositor-receiving:a hi gher-or-lowersinterest-rate;: '

{b)zThe:method:for« alculating the-minimum-balance; and -
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(c) A clear example of how the minimum balance is calculated;

(4) A statement including the duration ‘of any time
requirement that must be met for a depositor to receive interest;

(5) A statement, where applicable, that a depositor will lose
interest that has accrued, but not been credited, if funds are
withdrawn before interest is credited;

(6) (a) Any provision regarding nonpayment of interest,
including any charge or penalty for early withdrawal; and

{(b) The conditions under which such charge or penalty may be
assessed.

m. Fees and charges for any other services routinely offered
by the depository institution; and

n. Any other information that the commissioner determines
will assist consumers in determining and comparing the costs of
accounts and service offered at the depository institution.

14. The balance on which interest is computed in any account
shall be the average daily balance for which interest is to be

" calculated.

15. -a. The schedule required by section 11 of this act shall be
provided:

(1) - In the first regularly scheduled mailing to account-holders
occurring not more than 60 days after the effective date of
regulations issued by the commissioner pursuant to this act;

(2) To any potent1a1 customer before an account is opened or a

- service is rendered; and

. (3) To any person upon request.

b. In the event-of any change in the schedule, account-holders
who will be affected sha.l be notified and provided a description
of the change by mail at least 30 days prior to the effectxve date
of the change.

16. If the amount of interest paid on any account or if service
charges assessed against the account-holder are affected by a
minimum balance requirement, any periodic account statement
provided by a depository institution to an account-holder shall
disclose: the actual balance amount used by the institution to -
compute the interest payable on the account; the actual amount
used-to  determine whether service charges will.be- assessed; and-
the method for computing a:minimum balance or balances.

17. a. Every. advertisement, announcement,. or solicitation
regarding  an account offered by a depository institution that
contains- or: refers- to- interest rates.or percentage: yields. shall.
state-in a:clear:and:conspicuous manner; .

(1)# (a)s Ther rates of: simple: interest” and the: basis: of>
compounding;::

(b)# THe:period:during:which-this:interest rate-will be:in-effect; .

(c) #If“applicabley.the-information-contained-in subparagraph-(a) -
of this-paragraph=that=willtake:effect:at>the end:of the-period
referred :tosin:subparagraph:{(h) ofthis-paragraph;. or. the. method -
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of computing such terms;
(2) The annual percentage yield, which shall be equal to the .

. total amount of interest that would be received on a $100 deposit

under terms contained in subparagraph (a) of paragraph (1) of this
subsection over a 365-day period expressed as a percentage;

(3) Any time or amount requirements necessary for the
depositor to earn-the interest advertised. In the case of split
rates, the lower and higher rates shall be in close proximity and
have equal prominence;

(4) Any initial deposit required to open the account that pays -
the interest advertised;

(5) If applicable, a statement that fees or other conditions
could reduce the yield; and '

(6) If applicable, that a substantial interest penalty is required
for early withdrawal.

b. No: advertisement, announcement, or sohcltatxon may. refer
to a free oT no-cost account if: :

(1) There is any balance required to open such an account or to

. avoid fees and charges; or

(2) Such an account has any transactlon or other service -
limitations.. '

c. The disclosure required by paragraphs (1), (2), and (3) and of
subsection (a) of this section shall be given equal prominence; and

d. No depository institution shall make any advertisement,
announcement, or solicitation relating to a deposit acdoun_t that
is inaccurate, .or misleading or that misrepresents -its. deposit
contracts:. ' ,

18. a. A depository institution that fails to comply with the
requirements of this' act may be: enjoined in any court of
competent jurisdiction and shall also be liable for the actual
damages:suffered by an aggrieved party, the costs-of the action,
and reasonable attorney's fees, as-determined by the-court. A
minimum damage award of $100 shall be available to successful
litigants. The court may award punitive damages upon a finding

.of willful violation and make such orders as may be necessary to

prevent future violations of this act. ,

b. Nothing in this act shall be  construed to limit the rights or
remedies which-are: otherwise -available+to - the holder- of - a basic
consumer checking or-savings-account under‘any other-law.,

19. Upon a finding by the commissioner, after notice and
hearing, of a. violation by any person of any of the provisions of
this-act;: or» any: regulation: or: order: of i the: commissioner- issued:
pursuant: thereto;:. the> commissioner: may: order= the- person: to»
cease-any-violations:or:to:paysascivil:penalty;not-in- excess: of
$1,000*per-day=for-eachiday-that:thesviolation:has:continued; or=
both;» the: pena:ity: heing: recoverable: under: "the- penalty:
enforcement:law;" N.].S:2A'58=1 et seq.: '

20. Notlater:than-six-months:after:the-date of*enactment:of:*
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this act, the commissioner shall promulgate regulations pursuant
to the "Administrative Procedure Act," P.L.1968, c.410
(C.52:14B-1 et seq.), to ef ‘ectuate the purposes of this act.

21. This act shall take ¢ ffect immediately.

STATEMENT
This bill requires depository institutions to provide limited, low

cost or "no frills" checkin;; and savings accounts to any consumer
willing to be subject to its restrictions. -Initial deposit

- requirements cannot exceed $10. The checking accounts must

provide eight free checks and five free withdrawals per month.
In person savings withdrawals are limited to one per week and
deposits to two per week without charge. An interest rate
equivalent to at least 75% of the annual rate on regular savings
accounts is required. Consumers cannot have more than one of.
each of these accounts concurrently.

.This bill  requires banks to register non-account holders
requesting check-cashing sards. ‘The card would allow the holder
to cash state, local and f:deral government checks at no cost at
the card issuing branch. :

Most consumers are unable to meet minimum reqmrements for
high yield, no fee savings and checking accounts. Federal
Reserve System data shows that 40% of all Americans have less
than $1,000 in financial assets of any type and another 20% have
less than $1,000-$5,000. In addition, the average:family with an
income of under $20,000 per year has less than $1,000 in
combined checking and savings accounts. For families with
incomes of over $50,000, the median size of the checking account
is just $1,700. Most banks typically. require $1,500 to $5,000
minimum balances in NOW accounts to avoid fees.

Consumers who cannot meet minimum balance requirements
are finding that the amount and number of bank fees has risen
tremendously. Between 1979 and 1983, the cost of banking
services for the average American household jumped 104% from
$91,94- to $187.59. Many consumers are-unable to maintain bank
accounts. For others, what little money they have is eaten away
by monthly fees for:maintaining an account, not maintaining a
minimum balance and making withdrawals and deposits.

Section 13 requires. the- clear and:standard disclosure of. fees,
charges. and. interest: rates: of fered by. depository- institutions: so..
that consumers; can: make- meaningful: comparisons: of  services=
offered by.such institutions:.

BANKING 'AND‘FINANGE"

‘Requires: depository«institutions:tosofferscertain:basic: financial -
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services, disclose certain information. and, for registered
non-customers, to cash certain checks. '
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 ASSEMELY, No 180
STATE OF NEW JERSEY'

Introduced Pending Technical Review by Legislative Counsel
' PRE-FILED FOR INTRODUCTION IN THE 1990 SESSION -

By Assemblywoman KALIK and Assemblyman ROBERTS

AN ACT requiring -depository institutions to cash certain checks
and supplementing Title 17 of the Revised Statutes.

BE IT ENACTED by the Senate and General Asselhbly of the
State of New dersey: ‘

1. a. The Legislature hereby finds and declares that:

(1) Depository institutions in New Jersey receive- substantial
public benefits from federal insurance backed by the full faith

- -and credit of the United States Government and certain-of these.

lenders have access.to- the lender of last resort of the Federal
Reserve System at favorable interest rates and terms;
“(2) Depository institutions in New Jersey receive additional

- public benefits from State and federal regulation, providing

further assurance of their safety and soundness;

(3) Enjoying these public benefits, which are critical to their
unique status in society, -depository institutions in New Jersey are
obligated to meet the basic banking needs of the «: mmunities in
which they. are -authorized . to.operate by assuring: ti= availability
of essential financial services.to all people in:the commumty,

(4) Those without access to banking and financial services due
to increased cost are:forced: to operate on a-cash-only. basis and
are therefore at greater. risk. for- their: personal safety and
well-being;

(3) The lack of access to banking and fmanclal services forces
many low-income and elderly consumers to use relatively high
cost check cashing services. to. cash their social. security or
welfare benefit checks, a practice that undermines the
effectiveness of . these vital public assistance programs.

b: It'is:the:purpose. of this act to.make basic. check-cashing
services. available- to: consumers. by. requiring. depository
institutions to offer these services.to- all consumers who abide by.
their regulations. )

2. As used.in.this:act: _

*Consumer! means:amatural.person;:.

"Commissioner’ means:the:Commissioner:of-Banking;.

"Dépository:institution” means:a:Statezor:federally:chartered:-
bank;. savings:bank: ox::-:savings,:z-,‘and; loan-association:doing:business:
in:this:State;-

"Government -check? means:. any: check: issued: by.- the: United-
States..government; . any;State;: any:unitzof:local:government; or:
any: agency - thereoffor:personal,: family: or:: household: purposes, .
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9 ‘
and shall not include any check issued by any government or
governmental agency for the payment of any contractual -
obligation or for ‘any goods or services otherwise provided by a
vendor to the government or government agency. v
- "Office" includes the home office of a depository institution
and any office approved as a branch of the depository institution
by its federal or State supervisory agency, but = excludes
free-standing automated teller machines (ATMs) and other
free-standing electronic terminals;

3. a A deposuory institution which, in the ordinary course of
business cashes checks for account holders shall cash - any
government check, if the person presenting .the check:

(1) is the individual to whom the check has been issued; and

(2) is registered with the deposnory institution pursuant to
subsection b. of - this section.

b. In order to provide for regastenng a consumer who wishes ‘to

“.cash a check at a depository institution, a depository institution
shall: . ,

(1) Provide for registration at all of its offices; :
(2) - Register apphcants by means of an application containing
the application date, the name, address.,date of birth, social

security number, and the hand written signature of the applicant

as- well as any other information the. commissioner may deem
necessary;

(3)  Verify the mformatmn required to be submitted by the
applicant within 30 days of receipt of the application; and '

{4) Consider. the. applicant registered, upon verification, and.
provide the applicant with an: identification card in a form
approved by the commissioner. .

‘4. The depository institution may restrict the cashing of any
government check: presented in accordance-with subsection a. of-
section 3 of this.act only to-the office to which the application
was submitted, except that all offices of the depository
institution shall cash any government check presented in
accordance with - subsection a. of section 3 of this act if the
person presenting the check also presents a reliable piece of
identification:which includes-a photograph.

5. A-:depository institution° may- assess a charge-for - issuing: an:
identification card, in.an amount not in excess.of ‘the-actual cost

* incurred in processing the application and issuing the card, as

determined. to. be: fair and reasonable by the-commissioner. No-
charge:may. e assessed: for:cashing: checks pursuant-to subsection:
az.of:section:3 ofithisiact::

6: Eve»ry.;-deposvl.toryg-msntution rshallZpost:a:conspicuousznotice:
ins the» appropriate areas of# each® office- where> depositss are:
accepted: that*informss consumers: that+ check: cashingz servicess.
pursuant: to : section:3 arexavailable: The=notice:shall:clearly:.

‘explain:the-material;features:and limitations:of:the-check:cashing:




© 0 NG e WD

3 e e e
P R R R T R T S S S R O R R R S N I S R il o el el
c%gggﬁggﬁg({ggummpumwcmm\ymm.:zmt\:.-omco\lmcn.pwl\:ac

A1180
3.
services which are provided pursuant to this act so the consumers
can reasonably be expected to understand the terms offered.

7. The commissioner shall have the responsibility to study the
impact of ‘this act on. depository institutions and  the check
cashing businesses licensed pursuant to "The Check Cashing
Law,” P.L.1951, c.187 (C.17:15A~1 et seq.) and to report, within

a year of the effective date of this act, the findings of that

study, including any recommendations, to the appropriate Senate

and General Assembly Committees. ' '
8. A depository institution that fails to comply with the

requirements of this act or any regulation adopted pursuant to

~this act with respect to any person shall be liable for the actual
damages suffered by an aggrieved party, the costs of the action,

and reasonable attorney's fees, as determined by the court. A
minimum damage award of $100 shall be available to successful
litigants. The court may award punitive damages upon a finding
of willful violation and make such orders as may be necessary to
prevent future violations of this act.

9. Upon a finding by the commissioner; after notice and
hearing, of a violation by any person of any of the provisions of
this act, or any regulation or order of the commissioner issued
pursuant thereto, ‘the commissioner may order the person to
cease any violations.or to pay a civil penalty not in excess of
$100 per.violation, the penalty being recoverable under “the
penalty enforcement law,"” N.].S.2A:58-1 et seq.

10. The commissioner-shall promulgate rules and regulations,
pursuant to the "Administrative Procedure Act,” P.L.1968, c.410
(C.52:14B-1 et seq.}), within 90 days of the effective date of this
act to effectuate the purposes of ‘this act.

11. Thisract shall take effect immediately.

STATEMENT

This- bill requires a depository institution which, in the ordinary
course.of business, cashes checks for account holders, to cash.
certain government checks  for. a consumer as long as- the
consumer- presenting. the check is the person to whom the check
has been issued and the person is-registered with the:depository-
institution. '

Under the- bill, depository institutions: are: to provide an
application form to collect information on-an individual wishing:
to have this check cashing-service;. to- verify: the: information:
requifed to be-submitted:by: the-individual -within:30% days;: and
upon.. verification= of = the: information,: consider: the: individual:
registeredsand“issue-an-identificationzcard#ta=the-individual s for:
which-a:reasonable:feermay;be:charged.’: :

- Undeér: thex billl as depository: institutions mays limits thes
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cashing of checks to the office to which an application was
submitted, except that all offices of the depository institution
are to cash any government check presented by the individual to
whom it was issued if that person presents an identification card
which includes a photograph.

Within a year of the effective date of the act, the
Commissioner of Banking is to present to the appropriate
committees of the Legislature the findings of a study of the
impact of this legislation on depository institutions and the check
cashing busineses licensed pursuant to "The Check Cashing Law."

BANKING AND FINANCE

Requires depository institutions to cash certain checks.
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ASSEMBLYMAN JOSEPH J. ROBERTS, JR. (Chairman): Ladies
and gentlemen, we‘re going to get started. I want to thank you.
for your patience, and thank you for being with us today. I'd .
like to begin with roll call of members of the Committee.

MR. SETTLE (Committee = Aide): Assemblywoman Randall
(no response). Assemblyman Penn. ' ' |

- ASSEMBLYMAN PENN: Yes.

MR. SETTLE: Assemblyman Spadoro.

ASSEMBLYMAN SPADORO: Yes.

MR. SETTLE: Assemblywoman Bush.

ASSEMBLYWOMAN BUSH:  Here.

MR. SETTLE: Assemblyman Roberts.

ASSEMBLYMAN. ROBERTS: Here. I just would 1like to make
a few ;preliminary\ comments about. some of the 5isSues we are
'going to be talking about today, during this public hearing.
They really are issues that are linked together in terms of how
financial institutions in our State relate to the communities,
the extent to which the- needs: of communities in New Jersey are
being served, and exploring some ideas and initiatives that
hopéfullthill allow the financial institutions to operate even
more- effectively than they were already.

The issue of community reinvestment with respect to
housing loans, small business loans, consumer loans: Are they
available to the:extent that they. should be?' Can the financial
institutions do more than they are presently doing? What are
the kinds. of incentives that can: be: used to encourage the banks
" to pldy a larger role in the communities in our State? And
frankly, are there. some penalties ' that banks. on  financial
institutions: ought. to. be. confronted with. 1f. they are CRA rated,
if their involvement in the community- is. not on a level where
" it ought: to.be?* Those kinds of issues.. _

The: issue: of’ the:r r:evi.‘at-i:on‘sh-i.pf‘%» between: the: banks' and:
the: government: with} nespect:'mxxgovernmentp'checksgj’gpvernment:




deposits, the cashing of government checks; clearly the issue
the concern about theft of checks, and fraud with respect to
cashing them has been raised. That's something that we need to
talk about as well, and vaiouSly one side issue with tespect
to that is the issue of direct deposit, which the legislation
has been introduced to address. |

The issue of basic banking services for the people of
ﬁew Jersey is something as well that we will be exploring today
and in the subsequént hearings. To what  extent are they
currently available? To what extent are basic banking services
Currently-available? As many of you know, the Commissioner is
in the process of soliciting input from the wvarious banks
around the State to determine to what extent no frills basic
banking services are already provided to our citizens. We need
to look at that data and certainly, that will be provided to. .
this Committee. Is that adequate? Is what is currently in
place adequate? Is there a need for more to be done? How
should the additional services, if there are any, be structured?

And then last, but certainly not least, we're going to
look at the issue of check cashinq'opefations in this State.
Is. there- a. need for- them?  What need. do- they serve? Are:they
regulated properly? How are they linked with other aspects of
the- financial institution community? The issue of rates with
respect. to check: cashing operations,. are. they adequately:
publicized? Does the licensing procedure operate to .the extent
that it should? Is the penalty mechanism for violations of the
current law and proposed legislation adequately in place?

I would® just like to again: thank you. all for being
here  today. This" is the  first of three hearings' that the-
Committee will be holding. on these issues and’ others that are
related. We're conéideringrspeciﬁiCtpieces of' legislation, but
really: are* ins the» process: of gett:ing;;;;‘r input: from: yourseilves;.
communitx%lé&den&w_aﬁdxmembet&yoﬁVindustrx;g:ougs;,sogthat.we%
cany comer tor grips: with somer ofl these: issues: in: ar coordinated?




way, and go forward as a Committee to address some of them.

The second hearing will be held on May 24 in Camden,
the third hearing will be held on June 4 in East Orange, New
Jersey and obviously, you are most welcome to participate in
those hearings as well. 1I'd like to begin with our first--
Let me first ask if any members of the Committee have anything
to say before we get started? (no response) We'll take our
first  witness then, who . is Marshall Wolf, = representing
MidLantic National Bank. Mr. Wolf, good morning. '
MARSHALL WOLF: Joe, good morning. Thank you for:
inviting me to be here with you this morning.

' ASSEMBLYMAN ROBERTS: Thank you very- much.

: MR. WOLF: Nice to see you in a different surrounding
last week, down in Florida. Can I pass out copies of this
booklet here—— ,

ASSEMBLYMAN ROBERTS: Certainly. : _

MR. WOLF: --which I'm going to refer to? Stephanie,
George, Jack, we haven't met, but it's nice to see you here.
For a little perspective, I guess the CRA bill became an act of
Congress back. about a dozen years. ago and for many years our
bank and most of the others were under the impression that we
were complying well, and were doing a lot of good in the
community. ‘

Back about four ¥years: ago, as- the- consumer movement
around the country and in New Jersey began to intensify, our
- bank wanted to merge with a bank in Philadelphia and some
groups took advantage of a hidden provision in the act which
gave them an. opportunity to. protest and ask that we look. at
what we are doing: and try to be:more. responsive-to the. needs- of
low and moderate income people throughout the State and in
particular,. in urban:areas. At that time our Chairman,. Bob'Van
Buren, . dsked:imerto-- Lisai. '

’ ASSEMBLYWOMAN: RANDALL:: Good:morning:;.

MRi. WOLF:: Howsare:you:rdoing?*




" ASSEMBLYWOMAN RANDALL: Pardon - me, I was at an
Education Committee. Excuse me.
- ASSEMBLYMAN ROBERTS: Nice to see you.

- ASSEMBLYWOMAN RANDALL: Thank you.

MR. WOLF: Yes, may I take a look--

ASSEMBLYMAN PENN: Sir, could you talk a 1little bit
about the background of the CRA.leQislation and the heightened
interest here in New Jersey stemming back about four years ago?

MR. WOLF: 'At_that time our Chairman asked me to take
a look at what we were doing and see how much good and how much
not good we were accomplishing, and I found a little of both.
I found I was very pleased with a number Of‘things'that were
v‘happening, that there were. some clear holes, principally in the
area of looking at CRA as a management project, focusing on it
as though it were a méjor activity and making sure that none of
it dropped through the cracks. We also found that there were
some gaps in our service; one was providing a lifeline checking
account.

Since then, we've taken an overhaul of what we've been
doith as have many banks. This came about in part through
discussions with community groups, resulting in a number of
banks in New Jersey indicating that they would in one form or
another make the best efforts. to. achieve some:CRA goals. These
include Chemical Bank —-- and Preston Pinkett is behind me that
I work closely with -— that includes Carteret Savings Bank, and
I think I saw Frank‘Willisuof First Fidelity where Jerry Greco
has been involved. ’ , 7

About last. fall, New Jersey Bankers' Association
recognized that what was happening was. that ‘this area. was.
intensifying, and not all the banks in New Jersey had been
through a few of the wars that some of us have and were as tied
inato;someufhingsathat_thex?mightfdomtﬁat would: enhance> their:
CRA" goals.. As. a-: result,. the- New. Jersey: Bankers: Association.
formed. a- committee: which: we: call. the» CRA" Committeer —— Jgreat:



imagination -— and it's been laced with people who've had some
experience in working over the last four years in the community
and also some banks, small and 1large, to give a full
perspective. _

The first thing we thought we ought to do is. try to
get a handle on some of the activities that have gone on that
relate to the CRA movement and this book which we put together
and issued about a month ago —— and I'll refer to a few items
in it -- we thought that there would be two things that would
be valuable in this report: 1) it would putvon record a number
of the activities that have been positive in the communities
that banks have been involved in New Jersey, and 2) if we
filled it full of vignettes, of things that had happened and
worked perhaps some banks that were more lately becoming highly
involved, it would see some things in there that might apply to
our own bank. Because those of you that have been steeped in
the act may know it's not crystal clear how you get a number
one  rating or a number two rating. It's pretty clear how you
get a number four rating, where you flunk, but how you get
number one and number two isn't quite as obvious. Thus,.this
booklet and then a couple of other initiatives of the committee
to talk about CRA, I had the pleasure of meeting with you, Joe,
- and you, Stephanie, and we hope to have an opportunitf to meet
with all members of this Committee before too long.

Let me just take you through a couple of pages in this
book. If you'll open it up to the first page you'll see a
covering letter put together by Herman Suenholz who is the
retiring President of this group and formally a Vice Chairman
of Nat West: New Jersey, and it encourages. any bank that wants
to look into one of the programs mentioned in here.tb give the
Association a call. ’

It goes. on: to; summarize some: statistics that I have:
found: revealing.. I didn't. realize:s there: are: 50,000 people
working: for: banks: in: the: State;. some: $62. billion: in. loans; $72~




billion in deposits, and some six—and-one-half million dollars
-was donated in New Jersey each year, and over 350,000 pro bono
hours given out. But what I thought might be interesting to
relate would be to just go through a couple of sections.

' ~ In the affordable housing, we highlighted a program
called the Camden Two-For program, which I know several of you
are familiar with, where we and the Department of Community
Affairs are working in concert with people in Camden, the St.
Joseph's Carpenter Society to put up condos which will be owned
by moderate income people and then rented to low; thus the word
' Two-For. Turning the page, we'll see St.. Joseph's Carpenter
Society mentioned. Then in Trenton, a new program called the
Trenton Mortgage Plan which came about as confluence of
community organizations, DCA, and banks. Up in Paterson, a
Pride Home Improvement Program by Broadway Bank, and hopefully
as we go through a couple more pages in the financial services,
most of the banks have now instituted some form of basic
checking, and if our survey comes out -- 1if Jeff .Connor, the
Commissioner's survey comes out similar to our informal one —-—
I think we'll find that in about 90% to 95% of all 2000
branches in New Jersey some form of basic banking lifeline
services will be available. i

Then there's talk of other programs: " a small loan
pvrogram', unsecured, to help modernize homes that MidLantic has
been in, programs of Chemical Bank, of First Jersey, of First
Fidelity—-— . '
Into health and education, economic development on
page 23. Several banks talked about some of the programs in
Newark where they've been. working with an organization called
the Minority Business Consortium and small business
activities. I guess the long and thé short of it. is some 51
banksi did: respond- to:this,. and. it covered: somewhere- between: 853"
and’ 90%: of all. the- deposits: in: New- Jersey: It!'s.not a: be-all.
andiend=all,. but: it:is:asstart. I think: that: some: 50: different:
programs: that: arer mentioned® in: herer could: be:s applicable: to: the:




other banks, and we hope that this will maybe serve as an
impetus to encourage some people into fhe area. Thatfs
somewhat the unknown.

A couple of final thoughts. I think one thing that
the banks that have been involved in this for several years
have found, is that it's probably more of a marketing problem
than anything. There are a number of pretty good services out
there for low and moderate income people. When the banks began
to offer these programs and open the doors, relatively few
people came in. I guess this goes back to an historical day
when they may not have felt as comfortable in our banks as they
do now, but we found that we need all the help from community
groups that we can get. In particular, Citizen Action -—
Randy's back here-- And has been very helpful to our bank and
several others and what may come as a surprise to some of you
~is we found that in most cases, while our objectives may not be
concentric, there is a very serious overlapping of goals and we -
need community groups to help us in a territory which is to
some degree uncharted. I'd be happy to answer any questions
Joe or any of you may have, or offer any other thoughts that
you think might be useful.

ASSEMBLYMAN ROBERTS: Thank you, Marshall. Any of the
Committee members—-— o '

ASSEMBLYWOMAN  BUSH: Marshall, I'm Treviewing the-
‘'various programs -in here, and I think you mention there are
about 51. They‘re interesting in such. —- if we as members of
the Committee wanted to know the success rate of each of these
programs. or any particular 6ne, how would. we go about finding
it? Would we have to form a: particular. entity,. or. could we: go
through your organization? _ o

' MR. WOLF: What I suggest you. do, Stephanie,. is call
DickzSchaubaofLNew»JezseyﬁBankersf whose: telephone: is: on: page-
two. ;

ASSEMBLYWOMAN}BUSH*~ Okay;. is. that. also: Kirk: Schaub,.




the same person?

MR. WOLF: I'm sorry. That's the problem with
antiquity. Jack knows that's his father. Dick SChaub is his
father, Kirk Schaub is the kid.

ASSEMBLYWOMAN BUSH: Okay. So that's-- You said the
phone number is here on page two?

MR. WOLF: Yes. Well, I thought it was, but the
address is here. Al, what's your phone number?

UNIDENTIFIED SPEAKER FROM AUDIENCE: (609) 924-5550.

ASSEMBLYWOMAN BUSH: Okay, thank you.

MR. - WOLF: If there are some particular programs in
here that some of you are interested in, we'll be glad as a
committee to do some research and find out the plusses and
minuses of any one. This is really a first effort. We believe
that the desire and the need for an intensive commitment to CRA
is going to be around for a long time, and future statistics
will be more intensified and will involve follow-up on some of
these programs. We didn't want to scare the banks off on the
first time around, and we just asked for their successes. I
think we'll be more interested next time around in what didn't
work and why, so we can avoid what isn't going to perhaps be as
obvious.

I think phase two. for the -banks. once -they have these
things and others in place, 1is going to be a major marketing
effort within their own orgaﬁization. As Randy pointed out at
the 1last h'earing, ‘it's good to. have these programs, but if all
of the people in our 500 branches don't know about them and
can't help us market them, they are not. going to be worthwhile,
and this is. going to take some work. I think one of the ways
it can happen is as you suggested, Joe, perhaps some punitive
measures for those that don't want to.get on board, but I think
maybe%aSEimpontant;isatheﬁfhct;that;when«thes&ethings.worm”
they/res fun:. We: get: psychic: income: out: of: doing. good;. in.
addition;toxmakingymoney; Actually;. manx?dﬁﬁthefbanRSsriqhtm
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now, including our own aren't making very much money. Maybe we
thought we should spend more of our time on this. Any other
questions or thoughts? , |

ASSEMBLYMAN  ROBERTS: Any other questions or
thoughts? (no response) I just have a couple then. Let me
just begin by thanking you, and I want to acknowledge Preston
Pinkett as well for taking the time to meet with me on a couple
of occasions to work on some of these issues. I am absolutely
~convinced that the two of you and many colleagues that I know
you have in the industry are sincerely committed to making CRA
work, and developing a really meaningful role for the banks in
this State with respect to the communities. I wanted to say
that publicly at the outset. '

Let” me ask you for some thoughts abouf a couple of
themes that the Commissioner has touched on and that I have
looked at in the legislation that we have introduced; that is
first, the 1linkage between the banks CRA rating and public
deposits. What thoughts do you have about that?

MR. WOLF: Well, I gquess my thoughts would go a little

bit 1like this: If any bank has a substantial amount of
compliance- —— which I guess is a four —-- and doesn't fix it
when they're  told of this, I would 9personally feel
uncomfortable. if I. were in. your shoes, in wanting them to have
public funds. Whether or not a three needs improvement -- and
it may well be that a number of banks will have threes -- that

they won't realize all the nuances that some of us have learned.-
by getting our fingers into the cracks over the last few years.
There are also a couple of other issues now clouding
the picture. One, 1is. the economic. recession that the real
estate industry is in. It was a lot easier to lend funds one,
two, three- years ago. I don't think that any banks that are
doing: their - jobs. properly,. will abate- their efforts to. find"
~good: CRA" loans,. but. it isn't. as. easy: now and so- I. just. offer. a
word’ of’ caution: there. We: are being: intensively. examined: by:




the regulators who say they aren't - doing anything different -
than before, but I'm not sure: I think they are applying their
rules very intensively. So I'd ask you'_tvo, consider a little
bit of patience as this industry is brought into the mainstream
of CRA. , '

- ASSEMBLYMAN ROBERTS: On the punitive side, if you use
that word, the Commissioner has indicated, and it's an issue to
some extent that I've embraced as well, that the banks that get
- for example, a four rating, which @ would be significant
- noncomplying, ought to be required to do certain remedial
activities. For example, he suggested, I believe, that those
might be the institutions that would be mandated to cash
government chedks. ‘I've also looked at the idea of requiring
those institutions to ~consult both with the Banking
Commissioner and  the Com:ﬁis‘-sioner of Community Affairs to
develop a set of activities that would allow them to be more
responsive to the community in the area of housing and other
areas. What do you think of that notion? |

MR. WOLF: Well, it's a 1little bit 1like—- We had a
person who stole money from our bank a while back, and thbey
wanted to give him community service. I was asked my opinion.
I think community service is an obligation to people. It's fun
to do. It should be positive, and the thought of using it for
punitive means j‘ust kind of goes against mjl grain, personally.

I think all banks, whether they have a one or a two
rating, should endeavor to. find ways to solve problems of
consumers in the State, rather than-- I'd rather have you
punish them some: other way: Take government deposits away, but
I think cashing government checks is one of the unsolved
problems that our State and industry face. We've offered some
suggestions: having welfare checks go into basic checking °
accounts.- I. understand there: is. & bill in. to- do that. We
think: that there:may:be: some- ways to: have* an: identification. like
there> is: with: savings: bonds: Somer other- statesr have* become:
involved® in: this:.  I'd’ rather: personally: see: the+ industry: and:
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the State officials take this on as a project to solve, rather
- than have that be something that the bank does because they
haven't done the rest of their job as well as they should.

ASSEMBLYMAN ROBERTS: Sure.. | |

MR. WOLF: But, that's only my opinion. As my wife
saYs, I've been wrong before.

ASSEMBLYMAN ROBERTS: Beyond denying access to public
deposits, those banks that would be nonconipliant, what other
kinds  of punitive - things could you think of that might be
appropriate beyond the community-- _

MR. WOLF: Well, I think for one thing, the Controller
of the Currency -- I think as you may recall the new law
requires that for any exam conducted after July 1 of this Year,
a rating be published. = And it will not -just be a one or a
two. There. will be several paragraphs, and I think there's
some punishment"t_here. If a bank 1is on page one of a local
paper as being substantially noncompliant, that will be very
boor. |

Also, the OCC, as I Kknow from my - experience at
- MidLantic Corporation, has punitive powers. We had a situation
in Florida where we had a bank that was primarily for very
wealthy customers in Palm Beach, and we've been trying to sort
out how we do that. We learned that if we didn't do that, they
would not allow us to build new branches and not allow us to
move  branches. = So there are some very stiff punitive powers
built into the existing 1legislation that could have a
detrimental effect, 'in addition to what you all may feel is
-appropriate here. ' ,

I guess that's one thing of caution, right now.
'Ev'erybody seems to be examining . the banks. I know in Newark
. where we have a sizable amount of deposits, we have been asked
for: two: years: now: to submit answers. to- a guestionnaire: about.
that. thick: (demonstrates): on: ther various. activities: that. we’ve:
been: doingj;. and: my:r guess- is. thatr every-city and’ town:that has- a.
strong: interest: in»this,. may.- over: the: next. year or: two: become-
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very interested in learning what their banks are doing to help
them, and if they aren't, thinking of some other depository.
ASSEMBLYMAN ROBERTS: .Okay. Anyone else have any

questions?
ASSEMBLYWOMAN RANDALL: Just a general question. The
CRA ratings that we're referring to: When the Dbank

participates in some of these charitable programs which have
nothing to do with loans or grants as such but they are raising
money for the Boy Scouts, they're doing something for the New
Jersey Interscholastic League for the high school athletes that
involve no actual funds going out of the bank, are those things
any part of the rating scheme for your CRA rating one through
four, or are these just community  endeavors that are outside or
in addition to the loan programs?

MR. WOLF: Well, Lisa, it's part of the unknown in the
equation, and there are probably several wunknowns in the
equation. The regulators are asked to 1look at the entire
perspective of what a bank does, and there are some 12 factors
that they base their rating on, but one of those factors is how
intensively and imaginatively the bank takes its funds that it
has available- for contributions and puts those 1in areas that
are of meaning and substance in their 1local communities. I
think probably lending is a hotter button than donations, but
it all seems to be part of the picture.

ASSEMBLYWOMAN RANDALL: The reason I mention it is
because since we don't really know, it's something to look at .
because what troubles me is the economic factors being what
they are today 1is that if those types of programs are not
necessarily the factors which are going to be wused in
evaluating you as a finanéial institution, you're going to
steer away from those. You're not going to spend your money
and. make: your: investment. Those~arergoing;to:be~the*first ones
to: go; 1in: ar timer when: you: don't haver extra: money: to- throw:
around: liker now;. and- those: are: going: to: bes the' first: ones: to:
suffer:..
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ASSEMBLYMAN ROBERTS: Let me just say a word . about
that. I guess it was uncertainty about the whole evaluation
model and exactly what the Federal CRA process was going to
look 1like that prompted me initially to want to create a
Division of Community Reinvestment in the State and assign
ratings from the State Department of Banking. I have in the
interest of not being duplicative in the process backed away
from that idea, and I believe the Committee substitute that's
proposed has been provided to you, that suggests that the
Federal rating model would be used and that whatever incentives
or punitive measures " that are 1looked at would be done 1in
accordance with the Federal CRA ratings, so that the New Jersey
State Department of Banking wouldn't go in and do a separate
review and come up with separate ratings.

But I share your concern that we've got to be
absolutely certain that the Federal regulators are looking at
the right things, and a bank that has made a tremendous
commitment to its community by virtue of doing a lot of good,
charitable activities, ought to be reviewed favorably for
that. So, I think that's something that we ought to talk about
and perhaps think about how we can communicate that sentiment
to the appropriate people. '

MR. WOLF: I think that achieving a sense of balance
is a stated objective of the three requlators that do this with
the banks. Time will tell how applicable all of the various
factors are going to be in the equation, and I think it might
be helpful, "Joe, for some of the banks that have been examined
to report back to you and this Committee as to how they see the
process, and are there any suggestions for announcing it in a
way that wéuld benefit New Jersey and not leave one component
out? It could be very easy to play triage. If the banks are
only: looking: at. A,. B,. and: C,. you're: certainly going to forget
D; E,.and F. |

| ASSEMBLYMAN: ROBERTS: That's. a very: good point.. We:
ought: to- just continue- to-solicit. their input about the: review
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process. Yes, Jack?

ASSEMBLYMAN PENN: Just one comment. Many of the
people that will be applying for this, especially in the low
income and affordable housing sector, may have financial
problems when they go into the thing, and may not be as credit
worthy as somebody else that's very financially secure that
wouldn't be looking for affordable housing. Now you get into a
situation where your bank participates in these loans, and all
of a sudden the loan is not as current as some of the other
loans on the books and the Fed. comes in and jumps all over
your case saying, okay, in 90 days you write it off. You used
to be able to go 120 days. Don't you think there should be
some leeway in here, and these loans should be treated possibly
differently than other loans on the books?

MR. WOLF: Well, Jack, I don't think so. I think we
are not required as banks involved in CRA to make any loans
that don't meet safety and soundness, and I think that what we
are doing is applying slightly more flexible criteria as we
learn. I hope that the regulators will be cognizant to
problems we have with all types of loans as the economy goes
down in any one particular area, but I have not seen any
evidence yet where the examiners in this area have pushed us
into. making loans which we think are undesirable. The moment
they do, we will yell very loud and very clear.

Just some examples of ways“ that you can <change
underwriting standards: Several of the banks in New Jersey are
now about to participate in the Community Home Buyers' Program,
where the traditional standards of 8% of your income, no more,
going into your home, 36 in total debt, are being ameliorated
to what is called 33 and 38. under the stipulation that -the
people involved go through 12 hours of counseling. I think
this: is: a very: good. program. It's worked 1in. other states.
We've: seen Donald. Harris invoke housing- in. Newark, put his
people-through:counseling and had’relativeIYilittlenfrouble;
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I think if we can be smart about it it can work, but
there is clearly a fear that we may be 1in a catch-22; the
regulators are very tough on one side, yet pushing us on the
other, and sometimes we're in the middle.

ASSEMBLYMAN PENN: That's my concern, is when you are
not in a catch-22.

MR. WOLF: - Yes, well, we see that we are in somewhat
of a catch-22 in the real estate area right now, and it will be
interesting to see when the regulators come in intensity and
how flexible they are, Lisa, in these different areas. We
haven't seen any evidence that they won't be, but we'd like to
see something on the positive side.

~ ASSEMBLYMAN ROBERTS:  Okay. Any other questions
anyone? (no»’response).- Marshall, thank you very ‘much. I
appreciate your coming in.

MR. WOLF: Joe, thank you. I apprecilate it.

ASSEMBLYMAN ROBERTS: Next we will hear from Doug
Palmer‘who is a Mercer County Freeholder.

FREEHOLDETR DOUGLAS H. PALMER: Good
morning.

ASSEMBLYMAN ROBERTS: Freeholder, good morning. I
realize these are busy times, but we appreciate your coming in
to. be with us today.

FREEHOLDER PALMER: Just a little Dbusy. Vice
Chairwoman Bush, I wrote these comments down so I won't be as
long-winded or take as long because I know you're busy today.

ASSEMBLYMAN ROBERTS: Take all' the time you need.

FREEHOLDER PALMER: Mr. Chairman, I'd 1like to thank
you and the members of the Assembly Financial Institutions
Commii:tee} for the opportunity to appear before you today to
share with you my strong concerns regarding the unmet needs in
Trenton. for. credit. and: other banking.services. Because so. many:
residentshin;Trentonuand%throughout‘the State are*being.denied:
access: to. essential Dbanking: services,. I strongly support
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the ‘need for a comprehensive bill of rights for banking
consumers.

Such a bill of rights would gquarantee feasible access
to those banking services which all of us must have to survive
in our sdciety; services such as check cashing, affordable
checking and savings accounts. Such a bill of rights would
also guaranteé that our banks reinvest in our communities and
would ensure that they equitably serve the convenience and
‘needs of all of us. Moreover, such a bill of rights would also
establish a strong role for the State in protecting equal
access to banking services, regardless of race, geography, or
wealth.

I appear before you today as a  Mercer County
Freeholder from Trenton and as a candidate for Mayor of my
city. In both capacities, I am constantly made aware of the
serious problems we face in- the availability of credit and
other banking services in Trenton. Even though it has been 13
years since the Federal Community Reinvestment Act was enacted,
I continue to hear many complaints about this, discriminatory
bank lending practices, disinvestment, and other problems
related to bank services. »

Recent studies from around the country confirm that
racially discriminatory 1lending practices continue to exist.
. These studies from Atlanta, Boston, Chicago, and other cities,
show that African Americans and Hispanics are rejected from
mortgages. at twice the rate of whites. These disparities based
on race and ethnic origin also appear to exist for commercial
lending. For example, SBA guaranteed loans had been allocated
in favor of white owned businesses at a rate of two to one in
pféporfion to their numbers. Banks have also continued to draw
substantially more from urban deposits than they reinvest in
theseareas. |

Here: in: Mercer- County;. a:= recent: study- by* the
Philadelphia Reserver Bank: showed: that' Ttenton: supplied 36%. of
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the bank deposits in the County, but the city received only 23%
of the total number of mortgages made in the County. Thus, our
share of our local banks' deposits have been 50% higher than
our share of the money being recycled into home mortgages.

Another very real problem has been caused by the
increasingly high bank fees and charges that deter many
residents from maintaining checking and savings accounts. As a
result of these fees, many of our citizens go without these
accounts. This means that they are forced to use commercial
check cashers to cash their checks, and are deprived of the
safety and convenience provided by these accounts.

‘ In my view, banking services such as these accounts,
are a necessity of life in our society. Few of us in this room
would willingly choose the inconvenience and risk of using only
cash in all of our transactions. Because banking services are
as vital to lower income people as they are to all of us, I
strongly support . Assembly Bill No. 1179 sponsored by
Assemblywoman Kalik and Chairman Roberts. This  bill would
provide our residents with access to 1low cost, no frills
checking and savings accounts. It would also give our
residents the right to cash their government checks at local
bank branches at no cost.

The enactment of this bill would give consumers some
welcome relief in these areas and do so 1in a comprehensive
manner. Additionally, because Federal regulators are failing
to enforce the Community Reinvestment Act, I strongly support
the concept underlying Assembly Bill No. 15, which is also’
sponsored by Chairman Roberts. We need to have our State
Department of Banking involved in forcing banks to help meet
local. creditv and banking needs. ' The Departinent should not be
allowed to, excuse the pun, "pass the buck! on this vital issue.

‘I particularly supppi:,t-,. the: concept of linking: the
deposit. of State: funds with bank: performance- in. meeting: local
needs. It is. absolutely appropriate that public dollars: be-
deposited: only" into: theses institutions: that have- the- best-
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record in meeting the needs of our communities. I am
personally committed to this <concept, and will certainly
attempt to implement it on a local level in Trenton after the
election. Next, because we will doubtless continue to have
commercial check cashers in our State even 1if A-1179 is
enacted, I also strongly support the need for better regulation
of this industry. The Public Advocate's report pointed out the
abuses in this industry, and Assembly Bill No. 756 should help
to control these abuses. g

I would urge the Committee to consider one additional
idea: to expand community reinvestment and improve banking
services in our State. That idea is to amend our interstate
banking laws to 1include some type of community reinvestment
provision. My suggestion 1s.to require banks that seek to take
advantage of our interstate banking law, to meet a higher
standard in serving their communities. .

It 1is useful to note that of the 46 states to adopt
interstate banking, 19 of them have adopted this kind of
requirement. New Jersey is not one of the 19. However, it is
not too late to include one. Because our communities are
dependent upon banks for their development capacity, this
provision would have a tangible and beneficial effect 1in
promoting the economic revitalization we all seek. The states
of Maine, Vermont, and Minnesota, have been 1leaders in this
area. Together, these protections would constitute a wvital
bill of rights to protect banking- conéumers in our - State.
These provisions would provide a direct benefit for  our
residents and would help forge a new partnership between our
banks and our communities. Thank you. ‘ v

'ASSEMBLYMAN ROBERTS : Thank 'you very much. Any
‘questions or comments as a Committee? I'll just ask you to
touch onwonefothen;thought if you would.. Thank you: for your:
testimony by: the- way;. it's. very much: appreciated: I see- so:
many: issues- being- linked, and. you. provided: that framework: in:
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your testimony as well with respect to basic banking services
being made available to people in New Jersey, particularly in
the cities. What is—-— One of the points that's made is that
services are already in place, services are already available,
but it's an inability on the part of the financial institutions
to market them, to talk about the products, to 1let the
community know about them. Do you think that's the case to any
extent, or is it sheer inavailability?

FREEHOLDER PALMER: Well, I think it's the case in
some aspects, but I think there has to be a greater effort and
commitment on behalf of the banks to reach out to this segment
of our city and citizens. I think we have to do much more, and
the banks have to do much more in this endeavor.

ASSEMBLYMAN ROBERTS: Okay, thank you very much. We
really appreéiate your testimony. It's very helpful to the
Committee.

FREEHOLDER PALMER: Thank you.

ASSEMBLYMAN ROBERTS: Thank you. Next we will hear
from Patricia Dorsey of New Jersey PIRG.
ASSEMBLYWOMAN BARBARA F. KALTIRK:
I'd just like to have a few words if I could.

ASSEMBLYMAN ROBERTS: Sure. Patricia, thank you very
much. _ - '
PATRICTIA DORSEY: Sure.

ASSEMBLYMAN - ROBERTS: Assemblywoman Kalik who has a
busy morning as we all do with committee meetings, is here and
- she has been very much involved with consumer banking issues
for at least a few years, probably significantly more than
that, and I'd like to give her the opportunity to say a few
words. . . ’ '
ASSEMBLYWOMAN KALIK: Thank you. I want to thank the
Chair for having public hearings: on.theseé particular pieces. of
legislation, and I kind of think: that maybe  a- public hearing is
the: best way to get the information: out that needs to get out
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from both sides of this 1issue. For businesses, I certainly
understand that nobody 1is 1in business not to make  money,
including banks. They are not charitable institutions. They
are business institutions, and they need a fair return on their
profit, both for themselves to run the business and of course
for their shareholders.

On the other side of the coin however, banking is an
institution that serves people, and people need to be served at
all levels of the economic scale. And when you deny access to
banking to people of low and moderate income, you are almost
denying them entry into society, as society works today. We
all need to pay bills; we all need to cash checks. For people
who are making less than $15,000 a year, to require them to go
to a check cashing facility -- the charge is upwards of 15% of
the value of the check -- to cash a check because they can't
have a checking account because to have a checking account
costs them $15 a month, 1is really forcing people like that out
of society. _ .

People also need to be able to save money. To charge
people to save monéy is first of all unrealistic, second of
all, goes against the basic virtues that this country was built
-~ on, which is thrift. We, as a nation, ought to look at some of
our foreign competitors where the savings: rates per person are
per capita 18% of their gross income. They encourage .savings;
we discourage savings. Again, I want to thank you for this
particular forum. I think it's a QOod forum to get the facts
out, and I wish you well. Thank you. '

ASSEMBLYMAN ROBERTS: Thank you very much. I
appreciate your being with us. Patricia.

MS. DORSEY: Good morning.

ASSEMBLYMAN ROBERTS: Good morning.

MS. DORSEY: I'm: Patricia: Dorsey,. I'm thew Consumer
ISsues;Coordinaton~fonﬁthefNQWfJersey“Public.Interest-Research
Group: New: Jersey: PIRG: is. the- State's  leading nonprofit,
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nonpartisan consumer and environmental protection organization,
and we represent 70,000 members throughout the State. _

I'd like to thank the Chair and the Committee for
holding these public hearings on basic banking, community
reinvestment, and check cashing. Before I present our
testimony today, I'd like to point out that this is not the
first hearing that's been held on these issues. I actually
brought some of the public testimony that's been held.
Clearly, we have been able to identify that there have been
reduced basic banking services provided, but past
administrations and committees have failed to respond. New
Jersey PIRG urges this Committee to pursue an aggressive
consumer protection program to address today's consumer banking
needs. o

New Jersey PIRG has worked for consumer banking rights
and protections since 1972. We conduct comparison surveys to
enable consumers to compare banking services, and we also issue
statewide reports to document the need for better basic
banking.  Since 1985, New Jersey PIRG has been actively
supporting basic banking and government check cashing as
defined in A-1180 and A-1179. In October, we released a
comprehensive banking report, which I provided to the Committee
‘earlier in. February. .This report examines the availability of
basic banking services at 58 financial,-institutiohs‘ in the
State, and it was undertaken to evaluate some of the changes,
if any, on consumer bank accounts since interstate banking.

During the debate over interstate banking in 1986, New
Jersey PIRG and other cdnsumer_ groups urged passage of
1egislation to ensure that the average consumers' needs would
not be ignored. We urged adoptibn of basic banking and

'~ government check cashing. The Department of Banking responded

by insisting. that. until 1t could  be: documented. that basic
banking . services were  not widelyr available,. legislation. to-
assure: them:was. not needed. The: Department. joined. the industry.
in: reassuring. us: that- consumers: would:’ be: better served: by~
biggensandrmoreﬁcompetitivevbanks» On:the- contrary, our report.
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shows that minimum balance requirements have skyrocketed and
fees are more frequent and higher.

"I have some charts here which I'd like to show you.
To even open an account —-— a checking account -- you can see
the fees have increased 53% in just a three—Year period. In
1986 all you needed was $106. Now it's all the way up to $162
just to open up an account.

On the other side, the average minimum - balance
required to avoid fees on regular checking accounts has.jﬁmped
up to $409. We found only 7% of the banks were offering
virtually free checking accounts. And to answer the Chairman's
question about whether or not these accounts are widely
available, we found that only 38% of the banks that we surveyed
were offering what they're terming as basic bank accounts,
requiring no minimum balance but having a flat, monthly fee.
So, we found only 38%, which 1is different from the findings of
Mr. Wolf, for which I think he was quoting about 90% to 95%.

The cost of banking has even incresed for savings
accounts. Gone are the days of putting away a few dollars
every week. Banks are requiring, on the average, about $122 to
even open a savings account. Two-thirds of the banks are
requiring minimum balances to avoid fees. You can see in this
chart that 69% . of the banks are requiring even a minimum
balance to earn interest, and the average required is $119. So

the savian accounts that we knew of —— putting away $4, $5, or
$10 every week, and trying to build up -- have virtually
disappeared. They're requiring a significant amount of money

even. to earn interest on. a. savings account, as Assemblywoman
Kalik was earlier testifying. , . _

These rising fees and strict reqﬁirements mean that
many consumers cannot afford an. account. New Jersey financial
institutions. must: be: required: to. offer: basic: banking.. We're




not advocating that the banks offer these accounts at a loss.
Indeed, there are five banks currently offering fairly good, -
low cost banking dptions. Those are the banks that were
mentioned by Marshall Wolf. These accounts were a result of
the community reinvestment agreements that were brought about
with the Fair Lending Coalition.

Interstate banking may have brought on more
competition between the banks, but it has been competition. for
the large depositor at the expense of the low and moderate
income consumer. ~Consumers are now having to make choices as
to whether they can afford a bank account at all. Clearly, it
is time to  acknowledge that few banks have provided low cost
accounts to guarantee access to all consumers. It is a time to
.adopt basic bank,requirements. : o

On  the area of government check cashing: As more
consumers are having to turn away from banks because they can't
meet the minimum requirements or can't afford the fees, the
problem arises as to where consumers without accounts can go to
‘cash government checks. According to a U.S. GAO report 1in
1988, 75% of those receiving Aid to Families with Dependent
Children, and 50% of those receiving Supplemental Security
Income, did not have a bank account. Our survey found that
only 5% of the banks that we surveyed offer government check
cashing. That was a 50% decrease over the three-year period.

Consumers forced out of the banking system  must have
an alternative to the expense: and the crime that check cashing
outlets present. Assembly Bill No. 1180, co-sponsored by the
Chairman. and Assemblywdinan Kalik, will enable consumers. a.
simple way to establish a. relationship with a financial
institution in order to cash government checks. With this
‘option, New Jersey PIRG expects to see a decrease in the number
of. check: cashing. outlets. and: the number. of customers using
those: outlets... '

Assembly: Bill. No: 756: sponsored:’ by: Assemblymen: Duch:
andGill,. Will.. better: protect: those: customers: by: providing: more-
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disclosure in the fees that those outlets can charge. In order
to strengthen the bill, New Jersey PIRG recommends that the
Public Advocate's recommendation of keeping track of the number
of checks and the amount of the checks that come from public
assistance that go through check cashing outlets, be kept on
record, in order to be able to highlight what the Public
Advocate's study concluded, which is, "A substantial amount of
public funds earmarked for the needy, is being diverted to the
highly profitable licensed check cashing industry."

In the area of community reinvestment: We support
obviously, the Federal Commuity Reinvestment Act and the goals
proposed in A-15. Investment by financial institutions in area
neighborhoods 1is vital to the survival of 1local communities.
Without mortgage and home improvement _loans, ~housing stock
deteriorates and may even be abandoned. vWithout loans  for
small businesses and economic development, stores and jobs
leave neighborhoods. '

Consumer groups and nonprofit housing development
organizations have Jjoined together as - the Fair Lending
Coalition, to take advantage of the opportunities provided by
CRA, and have negotiated six settlements -- six agreements —--—
with banks. Some of the provisions of these agreements have
included dedicating c¢ertain amounts of money for mortgage and
home improvement loans, dgrants to community development, credit -
unions, and some lower coSt.bankinQ services. But voluntary
action on behalf of nonprofit .organizations with full agendas
already cannot begin to address the needs in monitoring and
encouraging fair 1lending practices in the State. Monitoring
and State ratings are vital. '

Despite government benefits of Federal deposit
insurance and the generous bailout of the savings and loan
industry: by  consumers,. New: Jersey financial institutions have
not: been:- playing: the: responsible- role: of providing low: and.
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moderate income consumer banking services. I've brought with
me some ads that the banks have been running. Certainly these
ads are not 1inexpensive. We were talking earlier about the
marketing of banks and how the banks need help from 1local
community groups for the marketing. But certainly a portion of
the money that is being spent to run ads that are requiring a
$25,000 initial deposit can be spent to market some of the
lower cost accounts. We would urge that. v

The‘average consumers, for too long in New Jersey,
have been bilked with bank fees. and services charges. With
each day, more are 'being shut out of the banking system
~entirely. It is clearly well past the time for the State to
respond and to push for an éggressive consumer banking program.

Again, New Jersey PIRG thanks the Chair ‘and:. the
Committee for  holding these hearings. We hope that we can
count on you to .address the consumer banking needs. We 1look
forward to working with you to come up with this program- for
consumer needs. If there is any more information that we can
provide, we would be happy to do so. | '

- ASSEMBLYMAN. ROBERTS: Thank  you very - much. Does
anyone have any questions? ' 4

ASSEMBLYWOMAN BUSH: I do, Mr. Chairman.

ASSEMBLYMAN. ROBERTS: Yes?

ASSEMBLYWOMAN BUSH: I would like to thank Ms. Dorsey
for her testimony, because from some of the previous testimony
my initial thought was, well, why is it all of a sudden the.
financial institutions 1lose their ability and expertise to
market, when you see it everyday? |

MS.. DORSEY: Right

ASSEMBLYWOMAN BUSH: I think that was a very good
point.

MS. . DORSEY.:" Thank you:. _

ASSEMBLYWOMANJBUSH:f It is: not the: expertise: or: funds;.
just;possinygtheﬂcommitméntftordbmso;, '




MS. DORSEY: That's the way we see it.

ASSEMBLYMAN ROBERTS: I Jjust want to indicate one
thing as well. Having had the opportunity some weeks ago, to
attend a consumer's conference, the point was made very clearly
that we need to be rather creative in terms of building that

link between consumers and the banks. One 1issue that was
really very interesting to me —-- and we have begun to look into
a little bit -- is the issue of a neighborhood based credit
union whereby low level services—— In other words, if someone

needs to borrow $200 or $500, there is a place for them to go.
It has been described by people that I have spoken to in the
industry, that banks in some areas, play sort of a mentoring
role in -setting up these locally based credit unions, which in
my judgment can serve as a real alternative to some of what the
check cashing operations are doing now in terms of providing
basic banking services, supplementing what the banks are doing
and really need to do as well.

MS. DORSEY: Certainly.

ASSEMBLYMAN  ROBERTS: Okay, anyone else? (no
response) Thank you again for you testimony, Patrica.

MS. DORSEY: Thank you.

ASSEMBLYMAN  ROBERTS: Next we'll hear from Randall
Alston, of the New Jersey Citizen Action. Good morning. ‘
RANDALL AL ST O N: Good morning. Good morning
Assemblyman Roberts, and good morning Committee. Thank you for
the opportunity to speak. My name is Randall Alston. I'm from
‘'New Jersey Citizen Action, representing the State's largest
consumer coalition. ‘

We have over 72 affiliate organizations and 65,000
family members that are part of Citizen Action. We gave
testimony earlier this year in regard to mortgages, and the
financing- aspect. that community groups. have: done to encourage
banks: tos liver ups to: their: CRA» obligations.. In: terms. of" the:
programs: of’ CRA;. I' definitelys support: the: statements: that: were
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previous to mine in terms of Patty Dorsey, Assemblywoman Kalik,
and Mayoral candidate Douglas Palmer, in support of their bill
A-1176, A-756, and some of the other bills —- A-15. But I
would 1like to address my comments specifically to direct
deposit and some of the experiences that the Trenton Housing
Coalition has had working with low income people in the City of
Trenton, relatlve to banking services.

What we have found 1is that people who are g01ng to
these check cashing places or favorite .places —-— usually liquor.
stores or bars -- somewhere where there is an established
relationship between the customer and the establishment owner.
Usually what happens 1is that people who are going to these
places are—— .

When they go to the bank previously, what they're

- experiencing is some threshold, some requirements, one of which

is two  forms of ID: a driver's license, military ID, a work ID
and things of that nature. Social security is not one of the
acceptable forms of ID. Once you get past that then they are
faced with the choices of choosing an account; an economy

account, regular checking-- Ms. Dorsey has given some of the
numbers relative to that. Some of the fees involved —- service

fees —-— average between five dollars and six dollars a month,
$13 first 200 checks, $.25. per check. '

When you're talking to someone who really isn't
managing money well to begin with, those kinds of - things
discourage them and then what they oftentimes do is they leave
and go to what is seemingly convenient, which 1is the check
cashing place, or the liquor store, or to some other place that
they have an established relationship with someone who can
trust them. _

Because of that, they are being taken. advantage of.
They: don't realize: that there- is. a: short-term immediacy to
cashing. their: check,. but in.the;longftermhthexjrehnot:getting«
any: banking: serviCes;‘inw return.. There®*s no: rapport:. set: up,




there's no credit history being established, there is no means
to develop some savings, and that is ~primarily one of the
reaons why I wanted to make my comments because people who are
put in this situation, who are relying‘on government assistance
are put in that poverty cycle. That way they cannot save, and
they are encouraged to spend.

In terms of CRA, I think that the banking programs
have to address that head-on because what you have 1is bank
branch closings in these areas. Banks sometimes feel that they
don't know how to access this market, and that well, the
deposits decline and therefore it's no 1dnger profitable to run
this establishment. Therefore, they close the branch, and
that's a very serious disservice to these communities that need
banking services. ‘

I think a process needs to be put in in order whereby
people are encouraged to deposit their money. Obviously} there
is enough money to be made, because this check cashing service
is a multimillion dollar  industry around the State of New
Jersey. I think banks would really like to have that money in
their own account, so they can make deposits.

In terms of after the deposits are made from people in
this economic situation, then we will probably see more spinoff
in terms of reinvesting into their communities because the
people who are then investing in these areas could go on and
borrow small 1loans for businesses, whatever, to try and get
their communities ‘back  in order, and that establishes a
relatioriship with the bank. People will begin to trust the
bank and the bank begins to feel more inclined to invest in the
commﬁnity. It helps to break down some of the other barriers
that were alluded to: the stigma of economic depravity, "“Oh
this poor person, we don't want to engage them, or this person
looks a certain way;. or theyr talk: a. certain. way." Those- are-
the' kinds. of things. that are: the* block),. I. think: —— from: my-
experiences. working: with: peopler in: the* community: -— towards:

28




accessing banking>services to the community.

I think that in terms of what the State's role could
be to help coordinate the efforts from the bank to meet the
needs of the community in terms -of setting up the kind of
dialogue where people who are going to cash their checks from a.
bank, could take their deposits, and the person say, "Okay you
have a check, then what we'll do 1s we'll also offer you an
account," with the provisions and the  bills that you've
co-sponsored. |

Really trying to establish the relationship is the
key, and I think that that kind of thing, if the people in the
communities like Trenton, Newark, New Brunswick, Paterson, and
- Camden, if they start to feel that banks are really concerned,
and the' State plays. that role in terms. of bringing them
together, offering other programs with-- For example, money
orders are very very expensive in a bank, running from $1.75 to
$2.50 in some cases. When you're talking to someone who has
limited money in the first place, they're not going to go that
route. .
' It's an education process. I know that oftentimes
people blame the bank, a lot of things. It's also the
community has its own responsibility too. Sometimes people are
already frustrated. They're a little impatient, and then when
- numbers come at them, and this is what you have to do, they get
a 1little impatient too, and they walk ' away. So there's
cooperation on both sides, but I think that due to the
situation that we're faced with. The banks have the higher
responsibility because they have the assets and have the
capital.. A lot of these communities will never come back if
banks are not willing to take further measures, and I do think
that savings are very very important. Peopie have to break the
spending: pattern, have: to. develop-a savings. mechanism, access: -
to. credit.. Savings: accounts,. checking: accounts will help- that
~happen.. Basically, I donit want to  reiterate some of’ the other
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points that some of the other people made, so that's the extent
of my'comments. . '
~ ASSEMBLYMAN ROBERTS: Thank you.

MR. ALSTON: Okay.

ASSEMBLYMAN. ROBERTS: Any questions anyone? - (no
response) I just would like to underscore your comments about
building a relationship between a consumer and the bank, and in
my mind, that's something that the Committee really needs to
focus upon. I represent the City of Camden and live in the
city and see a number of different dimensions of the problem;
the degree to which people utilize the check cashing operations
because they're convenient and they're made to feel very
welcome. , ' A
‘ Under the best of. circumstances, banks can be somewhat:
intimidating places, because the 1industry  has become so
complex, .and  even with ‘them making a good faith effort to
communicate and making people feel welcome, it's sometimes a
scary place to go, particularly when you're not accustomed to
dealing with them. And building that 1link -- that 1link that
will be there for a 1lifetime -- between the banks and
consumers,‘is.something'that's really very very fundamental.

So, as you indicated, we're looking at a whole host of
issues: the possibility of direct deposit, and just the issue
of check cashing. Individuals in the industry have -
legitimately said that one of the problems for them is  the
concern about fraudulent ID, and individuals coming in and
trying to cash checks that have been acquired through theft and
other improper means. That's obviously an appropriate concern
and direct deposit, to some extent, addresses that.

One figure that I heard reCentlyb‘that. was real
interesting to me was that when you look at the basic banking '
services;. the no- frills: accounts that are in' place- around. the
Statey.somethingfliker$500:iSﬂthE*average*monthlyvbalancefthat
is: found’ in: thoser accounts. =~ This® flies: in» the: face« of’ people=
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who would say for example, that if a welfare client has a
banking account, they're going to go in and take all the money
out, and there's not going to be anything there.

MR. ALSTON: Right.

ASSEMBLYMAN ROBERTS: It suggests, I think, that a
banking relationship between someone who's receiving AFDC or
other types of assistance, can be good for the consumer and
good for the banking institution as well. So, clearly there
are things that we can look at, and I réally’appreciate your
testimony along those lines.

MR. ALSTON: Thank you. I just would like to add one
other comment, or one other thought, I think that some research
should_be done. New Jersey Citizen Action doesn't have. the
capacity, but I think the State may have and some of the banks
have as well, to look at the competitioh -— and that being the
check cashing industry -- to look at what kind of money they
make and in terms of redirecting that money that is brought in
off of low income people primarily, how that would benefit .the
bank in terms of their portfolio and how that money could then
be reinvested right back into those communities. I think
that's one of the ways you're really bringing-- You're really
talking about recycling the money that comes back 1in the
community. So if you could really take a serious look at that
and set up some programs that would help that, that would focus
in on investment in these areas, particularly around job
creation, then I think that you're really talking about some
measure to break this cycle of poverty, if you will. Thank you.

ASSEMBLYMAN ROBERTS: Thank you very much.

MR. ALSTON: All right. ‘ '

ASSEMBLYMAN ROBERTS: .I appreciate your testimony. We
had two additional witnesses who signed up to testify, Gerald
Goldman: from: the- New. Jersey" Check: Cashers Association, who
advised: us,. I’ believe, that he  will' testify at the hearing: in
East. Orange and: Desna: Trist from: Neighborhood: Housing:




Services. Is Ms. Trist here? (no response) I think perhaps
she is also going to defer testimony to one of the subsequent
hearings. Is there anyone else who would like to be heard this
morning who hasn't signed up? Yes, sir. Please come forward.
DONALD NOWICKI: Sorry for not signing up earlier,
but-——

ASSEMBLYMAN ROBERTS: Not at all, not at all. 1It's a
pleasure to have you with us.

MR.  NOWICKI: -—I didn't know what your procedure
was. I'm Donald Nowicki, I'm the President of United Counties
Trust Company in Cranford, New Jersey. I wanted to talk about
some aspects in terms of what our bank does, and in terms of
Qhat we are trying to do here with these proposed bills. _

Let's first talk about the 'Community Reinvestment
Act. This young lady here, Elizabeth Randall, I guess --
you're Elizabeth—— ‘ ~

ASSEMBLYWOMAN RANDALL: Bergen County.

MR. NOWICKI: --from Bergen County, talked a 1little
bit about what communities do other than lending money, and
I'l11l give you a specific incident at our bank. We had a
situation this past year where St. Elizabeth's Hospital, which
is a hospital in Elizabeth-- There are two other hospitals in
Elizabeth, one 1is. .Elizabeth General and the other is the
Alexian Brothers, which is going to be combined into Elizabeth
General Hospital, so there will only be two remaining
hospitals. '

In order for St. Elizabeth's Hospital to continue to
be a vibrant and viable hospital, it had to go on a $50 million
funding program to bring plant equipment up to speed, up ta
modernization standards, .so we could pass the necessary New
Jersey Health Care Facilities examinations. They're a customer
of- our bank: They  have: been. for vyears. They keep their
deposits: with: us, and they: kept. them. with some other banks, we
believe: They came"to-us: with: this capital funding program and.
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said, can you help us.out with some money-- Elizabeth is very
important to us because we'have five branches in Elizabeth and
come out with our basic lending programs and our basic checking
accounts -- we don't call it basic, we call it a regular
checking account; we have a regular savings account and things
like that —— so we don't focus in on what we call basic.

We looked at it with our management committee and we.
said to»ouréelves, Elizabeth is a very important community. It
doesn't have some of the socio-economic advantages of some of
the other communities in which we bank —- we have five branches
in-- So what we're going to do, is we're going to donate
$100,000 to this hospital. Okay, that is important to us from
the standpoint that we do have branches there. It's also
important to us from the community:reinvestment,because'if that
-hospitalv was not to continue, it would place a - tremendous
burden on the other hospital that remains. So we did that, and
we felt ©pretty good about' that, and the  hospital felt
especially excited about it.

In order to bolster that effort, we went ahead, and I
volunteered to serve on their corporate donation committee,
along with our former Chairman. We had been working on  that
program., So I would hope that when you look at the CRA bill,
you .lock particularly: on those other typesfof programs that are
done by the banks in New Jersey, and I gave you one specific
situation. It's important because we may not necessarily be
able 'to do. all of the 1lending that we want because of the
safety and soundness requirements that are promulgated‘oﬁ us by
the FDIC. and the State Banking Department, because we get
. eriticized. if we make bad loans and we have to charge them off
in a certain period of days, which 'is in safe and sound
procedures. Those types. of programs are very very important
too;. and; banks. do: that by, and. large: across. the: State: St..
Elizabeth!s: Hospital: by the: way;. takes. care: of a lot. of
disédVantngédi Qéopler in. Elizabeth. = They: provide  a: lot -of:
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services through  their emergency facility and = that's
important. So I would hope that this Committee here would take
a look at those types of considerations because they're very
very important, besides the lending provisions. ‘

When you get into the community reinvestment, we have
a problem when we tie it to the rating that you receive,
because we find that it's very very difficult to get an
outstanding rating from the FDIC. We've gotten a: satisfactory
rating, and we think we do a pretty good job.

Now based on the provision of the bill that you have
here, if after a certain period of time when we're not to get
the outstanding rating, we would lose our ability to receive
municipality deposits. That's the way I read the revised
version. I think you ought to reconsider that. I think you
ought to say, "Hey, anybody who gets a satisfactory or
outstanding rating, I think, should qualify," and I think that
you ought to 1let the 1local communities rationalize it and
recognize which banks are really doing the job for them.

I'1l use the City of Elizabeth as another example. We
have some other municipal accounts -- we don't have them all; I
think they spread them around to all the banks in the community
—-— but the banks, ours included, provide other service. We bid
on their bond anticipation notes. We Dbid on their tax

anticipation notes. We try to bid very competitively. We try
| to give them good rates because on the other side they're
depositories of ours, so we try to give them the best possible
rate, and that's important.

We also bid on their CDs when they have some extra
césh that they get in from their tax funds. We bid on that,
and we try to give them competitive CD rates. We also act as,
not their "bond counsel, but their payinq agent on their bonds.
When: they go to the market. and fund. bonds over the‘lbngnterm,——
"I think' it's 10" years. —— and. they- take* these bond anticipation-
notes;. and: they- fund: them oven"long?tefm; we* act' as: thes paying
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\agent or the registrar on these bonds. Okay. My bank has done
this in the past for free. The fee on that is $5000 or $6000
per annum. It's a $50,000 or $60,000 fee.

We also cash all of the City of Elizabeth's checks,
whether they're customers of our banks or not, because they do
business with us. So you've got to look at other types of
services just besides the 1lending, and 1it's a very very
complicated issue because, suppose I get a two rating, which is
satisfactory after 1992, and I get a notice from the State
Banking Department, "Mr. Nowicki you’ can't accept any more
deposits from Elizabeth"? What do I do with all the other
services that I've been providing? Do I pull out of the bond
anticipation market? Do I pull out of the tax anticipation? Do
I stop bidding on their CDs? In my community, City Federal
Bank has gone bankrupt, Colonial Savings Bank has gone bankrupt
-— what's the other one? -- First Atlantic Savings Bank has
gone bankrupt. They're all in the hands of the RTC, so the
alternatives are becoming smaller and smaller. We want to be
there for the long pull. We want to do good things in our
community, but it's not simply a black and white issue. OKkay,
that's enough on CRA.

As far as your basic checking is concerned, the 1lady
prior, I don't know her name —- I wrote it down let me see if I
can find it. She said that banks charge $15 a month for bank
charges. 1I'd like to know where that figure came from because
I don't know of any bank that charges $15 a month for bank

charges, and I know a check cashing agency —- and I don't know
very much about the check cashing industry —-- they charge maybe
up to $15 dollars; I hear. it's about 1%, 2%, -- I've heard as

much as 5%, but I'm not really sure.

, In our bank we have a regular checking account. It's
available to all people.. And. we also.have golden. age:checking,
for senior citizens, but. that account. is. a six dollar per. month
charge;, $72. a-year. That may’ ' seem high. but you get free checks




with that. You can write as many checks-— You get a statement
every month mailed to you. You get all of the services that
you could possibly want, and if you do maintain over $500, it's
free. If you don't, you get hit with a charge, but it's a
basic ‘account. I think a lot of other banks have that, but
they don't call it basic checking.

I haven't run the numbers, and cost accounting gets
very tricky when you really try to load in what it costs you to
service a checking account because you've got all of that
computer hardware that's sitting down in your basement that's
rendering the statements, you've got people stuffing the checks
and filing the checks. There are a lot of expenses. We really
haven't done basic cost accounting —-—- I guess we do it a little
differently —-— but I think at six dollars a month, I don't
think that's extremely difficult. You go to a check cashing
service, and they 'charge you 1% on‘_a $300 check. That's $300,
and that's just to cash the check. You walk out of there; you
get no other services besides that.

So I think that banks overall -- and I know the
Commissioner of Banking 1is putting together a survey, and I
think that will shed some 1light on just how responsive the
banks in New Jersey have been towards providing the basic check
cashing services, whether they call it basic or not. I think
that's important. _

As far as government check cashing is concerned, that
presents a real problem for banks, and the problem is fraud.
‘We have no recourse back to the Federal government or the State
government if the check is cashed and we get these checks back
from the Federal government three, four, five years later,
after we catch up with the person that presented the check t‘o
us. So it becomes very very difficult for us to handle. checks
that are: presented by: an: individual that's. drawn on a Federal
government. or: a: State- government,. and: we: have: no- way of. trying.
to track that person: down. If we could be‘ indemnified, we'd-
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gladly cash the checks. We don't have a problem with that. We
would rather see government agencies go into the electronic
transfer system. It's a lot cleaner; it's a lot easier; it's a
lot cheaper for everyone. It eliminates -- not eliminates
fraud, but it'll eliminate a large portion of the fraud.

| I've heard statistics from the American Banking
Association that a check sent in the mail has a 15 times
greater chance of getting lost than a check that's
electronically transferred from say the agenéy to. the bank that
the customer decides it should go. So that presents additional
problems there. So I applaud each and every one of you for
- trying to resolve all of the issues that are presented here
today. I think they're important issues, and I think that the
banks in New Jersey are caring enough to take an interest in.
these issues, .and I think they want to be part of these issues
and resolve them. I think that the viability of any community
is the viability of its people, and I think they're important.
Thank you very much.

ASSEMBLYMAN ROBERTS:  Thank you. Any questions,
anyone, for Mr. Nowicki?

ASSEMBLYMAN PENN: Just one. You said about checks
being charged back to you three and four years later.

MR. NOWICKI: The Federal government. will charge those
checks. back whenever they determine that they have been
- fraudulently cashed. See, what'll happen is somebody will cash
a check and will present fraudulent ID, and then somebody who‘
- never received that check will finally wake up and say, "Hey, I
never received that check." They'll go to the Federal
government and the Federal government will say, "Let us put it
under ‘investigation." Well, when you. go to the Federal
government ~to investigate a $300 check, you can imagine how
long: it's: going. to take you,. so when:  the Federal government
finallyy comes: back: and' they: traced-” the check, and’ they: say;
"Well, it was cashed" at United Counties Trust Company or  'XYZ'
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bank and it was fraudulently cashed, because this person has
put in a claim," so what do we gotta do, we've got to pay out:
the claim. That's unfortunate. If they indemnified usb we
could say fine, as long as we take proper identification.

ASSEMBLYMAN PENN: Well maybe there should be a time
on it. Maybe you should say that within a certain length of
time.

MR. NOWICKI: = You'd tell that to . the Federal
government? We've tried. Yeah sure, John.

ASSEMBLYMAN PENN: Somebody has to start at someplace.

MR. NOWICKI: That's right. By the way, I have
written to our two New Jersey Senators, and my Assemblyman with
that time constraint. , ' ,

~ ASSEMBLYMAN PENN: Yeah, because I think there should

be-— Another thing you talk about and I think we keep going
back to it, though I think we're talking around it a little bit
today, and that's the matter of credit. I think we're talking
a lot about check cashing, and I think one of the things that
probably has to be more available for people in the low income
and so forth 1is having ready credit available. Under our
existing laws, it's very difficult and I'm not sure I know what
the answer might be. But it might be the pooling of a number
" of banks to develop a fund that would be available with these,
loans would being treated differently, because a person that is
going through,; or maybe buying their first time home or getting
into this, maybe needs a little more leniency; then, at the end
of 30 days, 60 days, and 90 days be written off. I'm not sure
that's the right way to go or ever going to encourage what
we're talking about doing. Maybe what we'd have to do is 1look
at a pooling of some sort of funds, that would address this
" factor.

I don't know. It's just that I think-- - I don't think
those: loans' can- be treated  the' same' as every' other loan,
otherwise the-banks are*not going to lend the money.
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MR. NOWICKI: 1It's very very difficult to make loans
that-- Any new home buyer it's very difficult. I find a lot
of parents are funding the downpayments on homes for their
children. I'll probably do that myself when my daughter and
son are old enough. I'm holding in at that prospect. But
you're right, there are some programs-— I know in Elizabeth
they have the Elizabeth EHIP -- Elizabeth Home Improvement
Program -- a program that we participate in, and we try to
provide home improvements for a lot of the homes in Elizabeth
so that these people can repair their homes, and they can be
proud of their homes, and they can have a nice home.

- ASSEMBLYMAN PENN: But as the gentleman who testified
before said, the idea is to build a relationship and build up a
file of— '

MR. NOWICKI: Good credit history.

ASSEMBLYMAN PENN: -—good credit history. Do you
think it's got to be a point that that starts? Sometimes
people need a leg up to get to that point.

MR. NOWICKI: No question about it. :

ASSEMBLYMAN PENN: So I think what he said was well
taken. -
' ASSEMBLYWOMAN RANDALL: Can I just—-

ASSEMBLYMAN PENN: Sure.

ASSEMBLYWOMAN RANDALL: Since we're talking a little
bit about check cashing, you say you take all City of Elizabeth
checks, you've had some problems with Federal government‘cheCks?

MR. NOWICKI: Yes.

ASSEMBLYWOMAN RANDALL: How about New Jersey,,State of
New Jersey? Do you find problems? » -

MR. NOWICKI: 'Not for ‘noncustomers we don't. For
customers, we do. '

__ ASSEMBLYWOMAN: RANDALL:: And: you don't. take them now,
all: right——
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MR. NOWICKI: Right, not unless they're a customer.
ASSEMBLYWOMAN RANDALL: ——which insulates you from

possible problems fraud.
~ MR. NOWICKI: Fraud and losses, yes. See, if we were
indemnified-- I think the banks wouldn't have a problem 1if
there were some sort of indemnification back to the State

government. ‘ :

ASSEMBLYWOMAN  RANDALL: I'm Jjust thinking of a.
realistic problem for example, taking -- and I've just seen
this happen; I'm sure there are other instances -- Federal
checks—— Let's say something like social security payments.

After a spouse or family member dies, I know many times what
happens is notification doesn't go through, social security:
checks are going to keep coming through, sometimes for six
months, however 1long they -may come through, and they get
cashed. Somebody takes them and tries to cash them. I don't
know how long it takes in that process for the government to
catch up with that. I assume a long time, and I don't know
what happens down the road, but there's a 1legitimate problem
there, and I'm not even saying-- You know, sometimes there's
not even any malice or forethought in cashing that check. I
mean the check comes through, and the person who takes it
really doesn't even necessarily realize that you can't keep
cashing those social security checks, just because of the death.
MR. NOWICKI: We have-— '
ASSEMBLYWOMAN RANDALL: I don't know how to protect
you, but that's a valid problem I think.
 MR. NOWICKI: We have that problem with our existing
customers. When a spouse comes in and signs his wife's name to
the check, she's déceased, he signs the check and deposits it.
to the account. Well, the recourse back from the government is
to-us 1is. because: once: we. put: our: endorsements. down. on the back
of the- check; - we: gquarantee: signature,. sor it's. our loss. unless
‘we- can. catch- up-with: the: person:. that deposited or presented the:
check;. and:theyresvery-hard:to: catch:up:with..
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ASSEMBLYMAN ' ROBERTS: I appreciated your comments
about direct deposit and electronic transfer.

MR. NOWICKI: ' That's really the way to go.

ASSEMBLYMAN ROBERTS: Yeah, it clearly is.

MR. NOWICKI: More and more of that has Dbeen
happening, and I think it's a good way to go. '

ASSEMBLYMAN ROBERTS: Sure. Anyone else have any
questions? (no response) Thank you for your testimony.

MR. NOWICKI: Thank you.

ASSEMBLYMAN ROBERTS: I appreciate it very much.

MR. NOWICKI: Good luck.

ASSEMBLYMAN ROBERTS: Thank you. We're going to need
it. Yes, Chris Cooney. ‘
CHRISTOPHER W COONEY: Mr. Chairman, may I
make a couple of quick comments?

ASSEMBLYMAN ROBERTS: You certainly may.

MR. COONEY: As I said earlier, the Department is
" going to be making formal comments on-'each one of the pieces of
legislation we have listed, but there were some comments made
and I thought I didn't want to let an‘bpportﬁnity go by without
updating the Committee members, so this will be 1less than one
minute long. )

We are looking at each one of the issues. As every
member of the Committee can appreciate, they're extremely
complex as you're learning, and will probably continue to learn
that it is not an easy task what you are undertaking, but I did
want to give you an update. The Commissioner has been in
office for all of 35 days, and in those 35 days, he has
‘designated a person within the Department of Banking as the CRA
and basic banking coordinator. So there is somebody‘dedicated
just to that function, as well as some ‘other things——

ASSEMBLYMAN:ROBERTS: Who' is. that?

MR. COONEY: But there: is. somebody-— Kitty Eckelkamp,
who. happens. to-be in.the-gallery. '




ASSEMBLYMAN ROBERTS: Okay. Good choice.

MR. COONEY: Yes, we think so too. He's also directed
the Department -— Kitty, myself and a number of other people —-
to meet and we have been meeting extensively with legislators,
and those meetings will continue; also, with community groups
and a number of financial institutions, and those meeting are
continuing. We are developing a community reinvestment and
basic banking policy and plan that the Department of Banking is
going to the Committee —— as we already have in meetings -— for
your assistance and your input in what the Department can be
doing. , '

The Department will not be 1looking to —-— I can
guarantee you -—-— "pass the buck" to. Federal regulators
concerning community reinvestment and basic banking issues.
The only part that could be construed where that was happening
is with the CRA ratings and,in your bill, Mr. Chairman as you
mentioned, it was creating a Division of Community Reinvestment
in the Department of Banking to do those ratings. Those
ratings happen to Dbe going public this year for each
institution. So we thought 1in iight of  the current budget
situation, it might be a good idea to streamline that and use
the Federal CRA ratings and tie them to any kind of State
initiatives. I know the Commiésioner has spoken with you about
that.

He's also included in each one of his major
addresses—— He's given three addresses so far to financial
institutions groups, and he has made it very clear that the
Department is planning to recommend to the Governor's Office
specific community reinvestment and basic banking initiatives,
“as well as a number of other consumer oriented initiatives.
And- finally, he has-- Somebody, I think it was Mr. Nowicki
. from:before; is:that thewgentleman'S'name?4
| ASSEMBLYMAN: ROBERTS:- Yes:

MR, COONEY:* He» did: mention* that the: Commissioner-
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did request that each financial institution conduct a basic
banking survey and also a check cashing survey -— their check
cashing policies. We asked-- We didn't give them much time,
but we went through each major trade association and we did ask
them to get back to the Department with the results, both:
accumulated and individual results from each institution by
tomorrow, so we will be following up late tomorrow if we
haven't received an adequated number of responses. And he is
committed to sharing that with this Committee and other members
of the Legislature who might be interested.

The Department will be appearing at one of the next
two dates to give specific testimony on the specific pieces of
legislation, and in general on these topics, but I just wanted

. to update you on what:we're doing so far. Thank you.

ASSEMBLYMAN ROBERTS: Thank you very much. .'Anybne
have anything to bring forward today? (no response) Okay. If
not, let me thank you for being here. As I'm sure you know
already, we have a hearing on May 24 in Camden and on June 4 in
East Orange. Thank you very much.

' (HEARING CONCLUDED)
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TESTIMONY BEFORE
ASSEMBLY FINANCIAL INSTITUTIONS COMMITTEE
for Public Hearing on basic banking, community reinvestment, check cashing -
By Patricia Dorsey, NJPIRG Consumer Issues Coordinator
May 14,1990

Good Morning, My name is Patricia Dorsey and I am the consumer issues
coordinator with the New Jersey Public Interest Research Group. NJPIRG s the state's

-leading nonprofit, nonpartisan consumer and environmental protection organization

representing over 70,000 members throughout New Jersey.

- I would like to thank the chair and the committee for holding these public
hearings on basic banking, community reinvestment and check cashing, Before |

~ present our testimony today, I want to point out that this not the first hearing held on

these issues. Despite clear documentation of reduced basic banking services, past.

~ administrations and committees have failed to respond. NJPIRG urges the

committee to pursue an aggressive consumer protection program to address today's
consumer banking needs. N]PIRG has worked for consumer banking rights and ..
protections since 1972. We conduct comparison surveys to aide consumers in
choosing banking services and products. And we write statewide reports to document
the need for better consumer banking rights. '

Basic Banking,

Since 1985, NJPIRG has been actively supporting basic banking and.
government check cashing as defined in A-1180 and A-1179: In-October, NJPIRG:
rejeased: ar:comprehensivevbanidngsmport;,which'»:I ‘provided to members of the:
committee-at:your:first:meeting:in:February.. The report.examines the availabiiity. of
basic banking:services at:58.financial institutions:in the:state:. It'was-undertaken t{o:
evaiuateathe*changes,sif-?'any;»ic':.econsumer&accounts::since:interstatesbanldngfg‘ |

Other offices imNewark and Camden..
Recycled &g Piper-:




During the debate over interstate banking in 1986, NJPIRG and other consumer
groups urged passage of legislation to ensure that the average consumers' needs
would not be ignored. We urged adoption of basic banking and government check
cashing. The Department of Banking responded by insisting that until it could be
documented that basic banking services were not widely available, legislation to assure
them was not needed. The Department joined the industry in reassuring us that
consumers would be better served by bigger and more competitive banks.

- On the contrary -- our repoft shows that minimum balance requirements have
skyrocketed and fees for services are more frequent and higher. As our charts show,
the amount to even open a checking account has risen by 53% in the past three years,
from $106.21 to $162.33. The average minimum balance required to avoid fees on
regular checking accounts has jumped up to $409.00. And only 7% of the banks
surveyed offered virtually free checking accounts.

The cost of banking has even increased for regular savings accounts. Gone are
. the days of putting away a few doillars every week. Banks are requiring on the average
$122 to open a savings account. Two-thirds of banks are requiring minimum balances
to avoid fees. And as seen in this chart, 69% of the banks surveyed are requiring a
minimum balance to earn interest. The average required is $119.

These rising fees and strict requirements mean many consumer cannot afford
an account. New Jersey financial institutions must be required to offer basic banking.

. We are not advocating that banks must offer these accounts at a loss. Indeed there are )
five banks currently offering fairly good low cost accounts. These banks have
responded to community reinvestment agreements.made with the Fair Lending
-Coalition. . But five banks simply.cannot.serve all.of New. Jersey's basic banking needs.

Interstate banking may have brought,on more competition between the banks,
but it ,has'abéen“compétiﬁon forthe large-depositor at the expense-of low and moderate-
income:consumers:. Consumers: arerrhowahaving«‘;to;mak‘erthe“ choice:as:to.whether:
they can-afford a bankaaccount’atfai].i?Cieariy.itisatime*toacknowiedgeﬂthatfffew. banks-
have provided low.cost:accounts:to guarantee'access:to-all consumers:: It is time to
adopta basic bank:account requirement:: )
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Government Check Cashing

As more consumers are havin g to turn away from banks because they cannot
meet the minimum requirements or cannot afford the fees, the problem arises as to
where consumers without accounts can go to cash government assistance checks.
According to a 1988 US General Accounting Office report, 75% of those receiving Aid
to Families with Dependent Children and 50% of those receiving Supplemental
Security Income do not have a bank account. Our survey found that only 5% of the
banks surveyed offered government check cashing for nondepositors, and this
represented a 50% decrease over the three year study. Consumers forced out of the
banking system must have an alternative to the expense, and danger of crime that
check cashing outlets present.

A-1180, sponsored by the Chairman and Assemblywoman Kalik, will enable
consumers a simple way to establish a relationship with a financial institution in
order to cash government checks. With this option, NJPIRG expects to see a decrease
in the numbers using check cashing outlets. A-756, sponsored by Assemblymen Duch
and Gill, will better protect those customers by providing more disclosure in fees the
outlets:can charge.: To.strengthen the bill, NJPIRG supports: the Public Advocate's

- earlier recommendation that the check cashing centers be required to keep track of the
number-and amount' of public assistance checks going through their outlets. This will
clearly document:the Advocate's report.conclusion that"a substantial amount of-
public funds earmarked for the needy is being diverted to the highly profitable
licensed check cashing industry.” ' -

Community Reinvestment

NJPIRG supports the goais.of the. Community Reinvestment Act and proposals
laid out in A-15. Investment by financial institutions.in area neighborhoods is vital
to the-survival. of local communities.. Without mortgage and home improvement:
loans; housing:stock deteriorates and may-be-abandoned.. Without loans:for smail:
businesses:and economic deveiopment; stores and jobs leave theneighborhood:
Consumer: groups:and nenprofit: housing development: organizations: have: joined
together.as the Fair:Lending Coalition to take advantage of opportunities provided by.
the-federal. Community. Reinvestment-Act-and have:negotiated ,6,*-agreementsz»Mth 5
banks:in:the:state:(Carteret; Chemicai, First: Fidelity, Midlantic; National:Westminster.
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-and United Jersey). Some provisions of these agreements have included dedicating
certain amounts of money for mortgage and home improvement loans below market .
rate, grants to cbmmunity development credit unions, and some lower cost banking
services. But voluntary action on behalf of nonprofit organizations with full agendas
already cannot begin to monitor and encourage fair lending in New Jersey.
Monitoring and state ratings are vital.

Despite the government benefits of federal deposit insurance and the generous
bailout of the savings and loan industry by consumers, New Jersey financial
institutions have not been playing the responsible role of providing low and
moderate-income consumer banking services. Our banks think nbthing of spending
fortunes running full page ads recruiting depositors with $10,000 or more. Yet they
balk at the thought of offering a low cost consumer account. The average consumers
of New Jersey for too long have been bilked with bank fees and service charge. With
each day, more are being shut out of the banking system entirely. It is clearly well past
time for the state to respond; and to push for an aggressive consumer banking
program.

Again, NJPIRG thanks:the:chair and the:committee for holding this public.
hearing We hope that we can count on you to act on the ideas and proposais that
consumer groups-will be bringing before you. NJPIRG is-anxious:to work with the:
committee to establish a.comprehensive consumer banking program and would be
happy to provide any additional information that the committee feels is needed.
Thank you very much. |




