COUNCIL ON BANKING
MINUTES OF JUNE 23, 2008 MEETING
In attendance: Robert V.A. Harra, Jr., Council Chairman; Edward A. Reznick, Council Member; Christina M. Favila, Council Member; Joseph E.  Chippie, Council Member; Clinton W. Walker, Council Member; Robert A. Glen, State Bank Commissioner; Francis S. Babiarz, Deputy Bank Commissioner; and David Bakerian, public observer.
Public notice of the meeting was published in the News Journal and the Delaware State News prior to the meeting.  The meeting was held at Buena Vista State Conference Center.


1.
The meeting was called to order by Chairman Harra at approximately 11:35 a.m.


2.
The minutes of the previous meeting were distributed, and after review, were approved.

3.
Commissioner Glen announced that W. Edwin Kee has submitted his resignation from the Council and that a vacancy on the Council now exists.

4.
Commissioner Glen reported to the Council on legislation currently pending in the General Assembly:
a.
S.B. 203 is enabling legislation for the National Mortgaging Licensing System.  It has been passed by both Houses and is awaiting signature by the Governor.
b.
S.B. 252 regulates foreclosure rescue programs.  It replaces S.B. 163 by reassigning investigations related to such programs from the Office of the State Bank Commissioner to the State Attorney General’s Office.  It has been passed by the Senate and is pending in the House.
c.
S.B. 297 allows trust companies to operate as limited liability companies to permit pass-through federal tax treatment.
d.
H.B. 475 requires counseling for persons obtaining reverse mortgages.  Most such mortgages are insured by the FHA which requires similar counseling.  This bill expands the counseling requirement to non-FHA mortgages, a market that may be increasing.  The bill applies only to licensees and not to banks.

e.
H.B. 489 extensively amends 6 Del. C. Ch. 25 dealing with consumer fraud and deceptive practices.  The bill incorporates violations of the Truth-In-Lending and Federal Trade Commission statutes into the chapter and also provides for a private right of action.  An amendment exempting banks from these provisions is expected to be introduced.

f.
S.B. 264 transfers the Civil Division of the Attorney General’s Office to a new cabinet level General Counsel’s Office.  The Office of the State Bank Commissioner would be slightly affected because it currently obtains its legal advice from a deputy attorney general in the current Civil Division.
g.
S.B. 240 is a change in the bankruptcy homestead exemption for real property.  The provision does not increase the current amount of the existing exemption.

h.
H.B. 412 transferred approximately $43,950 from the Office of the State Bank Commissioner’s regulatory revolving fund to the general fund.  This amount represents approximately nine month’s interest on the revolving fund.  The bill has been signed by the Governor.

i.
S.B. 213 provides a tax exclusion for asset management companies similar to the one for Delaware investment companies.  It was designed to attract new asset investment companies to this State and keep an existing large company here.  The bill has been signed by the Governor.
j.
S.B. 247 is the Delaware State Bar Association’s annual trust bill.  It has passed both the House and Senate.

5.
In addition, the State Foreclosure Task Force has also proposed a number of bills, although none have yet been introduced.  
a.
Among them are a bill for the licensing of individual loan originators by the Office of the State Bank Commissioner.  Banks and bank subsidiaries would be exempted, however.  The current proposal was drafted by the Bank Commissioner’s Office and modeled on a similar New York statute.  Implementation of this bill would involve a major undertaking by the Bank Commissioner’s Office that would require more staffing since several thousand individuals would have to be licensed.  The Office would also have to conform its current computer systems with those of the National Mortgage Licensing System.  
b.
Also proposed were bills increasing licensing fees for mortgage brokers and providing for advance notice and disclosure regarding mortgage resets, delinquencies, and sheriff’s sales.  Banks would be exempt from all these provisions. 

6.
Federal legislation being proposed includes reform of “Fannie Mae” and “Freddie Mac”, as well as bills dealing with certain aspects of the current mortgage problem.  The proposed regulatory reform proposals from the United States Treasury Department were not expected to occur this year.

7.
Commissioner Glen next reported on the budget for the Office of the State Bank Commissioner
a.
The Office’s current budget is $3,542,600 with 38 staff positions authorized.  The current epilogue language relating to $150,000 to administer the Bank Franchise Tax and $75,000 for foreclosure studies and consumer education were expected to stay in place.

b.
The state-wide hiring freeze also applies to the Bank Commissioner’s Office.  Currently, the Office has one vacant bank examiner position, one causal/seasonal, and two contract employees.
c.
There was no significant increase in the budget from the previous year, and as in the past, some excess is expected to remain from the current year which will be rolled over into next year’s assessment as a credit.  This has occurred every year previously.  The usual examination fee and supervisory assessment memo will be sent out as before.
d.
Commissioner Glen next handed out a comparison chart of fees for the OCC and OTS.

8.
Commissioner Glen then reported on the Bank Franchise Tax.

a.
He stated that the Lehman case ended when the United States Supreme Court denied Lehman’s writ of certiorari.  As a result, Lehman has paid approximately $10.5 million in back taxes for the years 2000 to 2003.  Penalty calculations and taxes for years after 2003 are still open.  Approximately five or six other taxpayers have made claims based on the same Lehman’s issue.  The maximum amount that could be received from that group was $40 to $50 million including maximum penalties, but substantially less is expected to be collected as a result of out-of-state deductions and a negotiated settlement of penalties.  The affected banks previously had not provided information regarding those deductions pending the resolution of the Lehman issues.  Because he would be the administrative hearing officer in such a matter, Commissioner Glen could make no estimate as to the expected amount actually to be collected.

b.
The Bank Franchise Tax for FY 07 was $175 million; for FY 08, $131 million; for FY 09, the projection is $145 million and for FY 10 the projection is $142 million.


9.
Commissioner Glen reported that the consumer education program was almost exclusively focused on foreclosure outreach.

10.
Commissioner Glen distributed an updated bank history list.  He also reported that during the past year there were two new limited purpose trust companies, Bryn Mawr Trust and PNC Trust Company.  Delaware Sterling Bank was acquired by PNC Bank Delaware and two community banks, Delaware Community Bank and MidCoast Community Bank, also opened.


11.
In response to a question, Commissioner Glen reported that the FDIC has issued an enforcement action against First Bank of Delaware because of a concern relating to that bank’s sub-prime credit card relationship with CompuCredit.


12.
In response to other questions relating to issues involving funeral directors, Commissioner Glen reported that a surety bond statute had been passed last year requiring pre-need funeral contract licensees to obtain a surety bond, and as a result many licensees had dropped their licenses and switched to insurance products.


13.
In response to a final question, Commissioner Glen indicated that his Office did not collect any data relating to the income or assets of mortgage brokers except with respect to their initial application, and that his Office did approximately 150 – 200 licensee exams per year.
The meeting then adjourned at 1:35 p.m.
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