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From the Commissioner’s Desk

Welcome to the latest newsletter of the New Hampshire
Banking Department. Fall is always a busy time at the
Department. Now that summer is over, it is time to think
about legislation for the January session. The end of the year
also brings renewal time for those licensed by our Consumer
Credit Division.

In November and December, our phone lines may be even
busier than usual. That is because of the expected impact of
Check 21, a federal law effective October 28, 2004.

Check 21 deals with the rather arcane subject of check
processing — how your check, deposited in a bank account
across country, is brought to your bank or credit union and
paid. Currently, that process entails the actual physical
transport of your check clear across the country. But, with
Check 21, that check may not travel coast to coast. Rather,
it may be turned into an electronically transmitted “substitute
check” that is legally the same thing as your original check.
Of course, it may then get to your bank and be “cleared” in
a matter of hours, not days.

Now, a detailed explanation of Check 21 is much too long
for inclusion in “From the Commissioner’s Desk.” But, one
thing is clear; People will be confused. They will be confused
when they write a check knowing from experience that it will
take a few days to clear and it clears in less than a day. They
will be confused when they don’t get their check back from their
bank or, when the check they get back is a “substitute” check.

Given the impact of Check 21, including the greatly
reduced “float” on checks, I urge all institutions to educate
their customers or members on the provisions of Check 21.
Also, those on our Consumer Credit Division side should
educate themselves as to the provisions of the law so they
don’t run afoul of it in their private lives.

On a related note, while not really part of Check 21, we
are already receiving complaints about check handling by at
least one utility. In those cases, the company has told
consumers that, when the utility receives a payment by check,
they will convert the check into an ACH electronic payment
and destroy the customer’s check. In that case, they won’t get
any check back, not even a “substitute check.”

So, it is vitally important for all financial institutions to
do all they can to educate their customers or members. We
are available to help you in any way we can.

Have an enjoyable autumn season.

Commissioner Hildreth Congratulating Mr. Blanchette.

Graduate School of Banking at Colorado

Bank Examiner Christopher D. Blanchette recently earned a
Graduate Diploma from the Graduate School of Banking at
Colorado (GSBC) located at the University of Colorado in
Boulder, CO. The Colorado program is one of the premier
financial services professional development resources in the
country. It is a three year program designed to develop expertise,
analytical abilities, and leadership skills to become a better
manager and deal strategically with opportunities and problems
in a bank. The comprehensive curriculum emphasizes current
issues, challenges, and best practices in banking with a particular
focus on the issues facing community banks. Students come from
a variety of banking backgrounds including senior and executive
bank officers, accountants, and examiners. The skills and
knowledge Chris obtained from the program will benefit the
examination process, as well as provide a resource for prudent
or best practices for the New Hampshire banking industry. Chris
was one of four students to receive “special honors” for the class
of 2004. Examiner Blanchette has been with the Banking
Department since August 1995. He is a graduate of the University
of New Hampshire.

Annual Report

The department’s annual report for Calendar year 2003 is
available on the department’s website.




Escrow Rate

The escrow rate for the period August 1, 2004 through January
31, 2005 is 0.00%.

New Tool in Fighting Crime

The banking and law enforcement communities of New
Hampshire recently unveiled a web site designed to assist in the
identification of suspects whose images are captured by security
cameras during the alleged commission of crimes. The address
of the web site is www.nhmostwanted.org. The home page
displays suspect photos recorded by security cameras. By clicking
on the photos, viewers open a window that includes additional
photos and details of the suspect and the alleged crime. Viewers
may also use the toolbox on this new window to submit
anonymous tips about the crime or suspect.

The web site is maintained by Crime Stoppers, Inc. and is
sponsored by the New Hampshire Bankers Association. The web
site has been endorsed by the New Hampshire Association of
Chiefs of Police.

BANKING DIVISION NEWS

Charles M. O’Connor — Chief Bank Examiner

Assessment

As it does every year, the department sent out the annual
assessment for the entities regulated by the banking division.
Unfortunately the invoices contain an error. The lines titled
“Fiscal 2004 Operating Budget to be collected”, and “Less:
Examination fees collected and billed under RSA 383:11, I”
contained last year’s figures. These figures were not used to
calculate the actual assessments. All other information on the
invoice is correct. Thus, the individual assessments are correct.
However, if you need a corrected copy of your invoice for your
records please contact us.

Bulletin

The department publishes a Monthly Bulletin on our website.
The Bulletin contains the status of applications for new banks,
credit unions, non-depository trust companies, bank/credit union
mergers, non-depository bank change in control, new branches,
ATM’s, and charter amendments.

Branch Applications

The department has completed a rewrite of the forms required
for filing a branch application with the department. The form and
instructions can be found on the department’s website. We are
working on the forms for Remote Service Unit forms and expect
to get them out soon.

Annual Audit Report Submission Requirements

Each financial institution is reminded to provide to the bank
commissioner a copy of its engagement letter from the external
auditor, and the subsequent audit report, within 60 days after each

is made available. NH RSA 384:43, IV, Annual Audits, requires
banks and non-depository trust companies to submit annual audit
reports, while it is highly recommended for credit unions to
comply. The audit reports are reviewed in conjunction with the
department’s quarterly offsite monitoring program and are used
as part of the foundation for the development of risk-based
examinations.

Quarterly Off-Site Reviews

The department is now conducting an off-site review of the
quarterly call report information submitted by your institution.
From time to time you may receive a telephone call from us
clarifying some information that was submitted.

Credit Union Management: Please Take Note!!!

Effective August 16, 2003, NH RSA 394-B:49, Regular
Reserves, was repealed. However, Management will be required
to make the Reserve transfer as set forth in Title 12 of the Code
of Federal Regulations, Part 702 Prompt Corrective Action.

Management is reminded that Reserve transfers cannot be
reversed and therefore, those monies are available only for the
specific purpose of the Regular Reserves. Management may find
it more useful to transfer monies to Undivided Profits where it
would be readily available.

Office of Foreign Assets Control (OFAC) Compliance-
Financial Institution Obligation for National Security

The U.S. Department of Treasury’s Office of Foreign Assets
Control (OFAC) administers laws that restrict transactions by
U.S. persons or entities (including financial institutions), located
in the U.S. or abroad, with certain foreign countries, their
nationals or “specially designated nationals” in an effort to further
foreign policy and national security objectives.

The Board of Directors needs to ensure policies and
procedures comply with OFAC laws and regulations including
maintaining a list of prohibited countries, entities and individuals,
comparing new accounts to the OFAC listing, comparing
incoming and outgoing funds transfers to the OFAC listings for
both originator and beneficiary, monitoring transactions for
possible prohibited activity, including transactions through non-
bank financial institutions, comparing the financial institutions
entire database to the OFAC listings, establishing a procedure for
transacting with non-members, having a process for determining
potential matches versus false hits, and having a process for
blocking or rejecting accounts and notifying OFAC and the
customer.

The current listings of foreign countries and specially
designated nationals (SDN) that are prohibited from conducting
business with any U.S. entity or individual is available at http://
www.treas.gov/offices/eotffc/ofac/sdn/index.html or by calling the
OFAC Fax-on Demand Service at (202) 622-0077. Questions
regarding the SDN list or how to handle a transaction should be
directed to the OFAC Compliance Hotline at (202) 622-2490 or
via email using the form found at http://www.treasury.gov/offices/
eotffc/ofac/hotline.html.




CONSUMER CREDIT

DIVISION NEWS

Mary L. Jurta — Director of Consumer Credit

Advertisements

RSA 397-A:14-a governs advertisements. First and foremost,
the advertisement cannot be false, misleading or deceptive.
Further, advertisements must also comply with the federal
Consumer Credit Protection Act. Copies of all advertisements
must be maintained for at least 3 years after the first publication,
distribution or broadcast date.

The last section of this law, RSA 397-A:14-a III was amended
effective in August of 2003. A valid New Hampshire license
number was required to be part of the ad prior to the 2003
amendment. The current law now requires the following disclosure
“Licensed by the New Hampshire Banking Department” be clearly
and conspicuously within the advertisement. The Department has
received requests to abbreviate the above disclosure.
Abbreviations are not considered to be in compliance with this
law because the legislature clearly stated in the law the contents
of the disclosure.

The Department will continue its efforts to notify licensees
whose advertisements are in violation of this statute.

If you have any questions please contact Andrea at 603-
271-3561.

LEGISLATIVE UPDATE

Donna M. Soucy — General Counsel

This article highlights the major amendments to RSA 361-A.
The amendments covered are from HB 1320 and SB 207
(known as the spot delivery bill). You will still need to review
the law in its entirety, but the following serves as a highlight to
changes. Italics indicate additions to the statute. The effective
date is July 30, 2004 unless otherwise indicated.

e Definitions: Retail seller and sales finance company have
been clarified to mean a person who sells a motor vehicle in
this state.

e 361-A:2, I adds persons subject to this chapter shall be
responsible for the supervision of their employees, agents and
branch offices”

e 361-A:2-a License Surrender — withdrawal of the surrendered
license becomes effective 30 days after receipt of the license
by the commissioner or within such shorter period of time as
the commissioner may determine....

o 361-A:2-b Annual reports — the entire section was repealed and
reenacted. The reenacted provision basically brings the annual
report requirements for 361-A in line with the annual report
provisions of the other consumer credit banking chapters.

361-A:5 VII — The commissioner shall have the authority to
investigate conduct that is or may be in violation of this
chapter, may hold hearings relative to such conduct, and may
order restitution for a person adversely affected by such
conduct. (eff. 7/23/04)

361-A:9-a Books and Records — licensee shall keep and use
business records in such form and at such location as the
commissioner shall by rule determine. The records shall
enable the commissioner to determine whether the licensee is
complying with the provisions of this chapter.....This addition
brings this chapter in line with the other banking department
statutes.

361-A:10-b Sale Contingent on Financing Approval —
disclosure must be provided any time a retail seller delivers
a vehicle to a customer before financing has been approved.
Statute mandates content of the disclosure. (eff. 7/23/04).

361-A:11-a Applicability — persons subject to or licensed
under this chapter shall abide by applicable federal laws and
regulations....






