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To the Honorable House of Representatives

Pursuant to Article LVI, as amended by Article XC, Section 3, of the Amendments to
the Constitution of the Commonwealth of Massachusetts, 1 am returning to you for
amendment House Bill No. 4759, entitled, "An Act Relative to Charges for Dishonored
Checks."

This legislation would prohibit state-chartered banks and credit unions from charging
customers any fee for a deposit return item ("DRI") against any account established for
personal, family or household purposes. DRI charges are assessed when a consumer deposits
a check into his or her account from a third party and the check is returned because of
insufficient funds in the third party’s account.

While I understand the impetus for this bill, it places state-chartered banks and credit
unions at a competitive disadvantage relative to federally-chartered institutions which may
impose such charges. Federally-chartered banks and credit unions hold in excess of 50% of
all retail deposits in Massachusetts. Creating this competitive inequality is inconsistent with
the recently enacted interstate banking branching bill and other legislative accomplishments
facilitating a competitive business environment in the Commonwealth.

I believe the bill can be improved by limiting the imposition of DRI fees to instances of
repeated occurrences, and tying the amount of such fees to the direct costs incurred by banks
and credit unions. These amendments will offer consumer protection against excessive fees
without over-regulation. The amendments I am proposing will permit DRI fees only for
refusals of payment in excess of four in a calendar year, and require that the amount of the
fee represent the direct costs of processing.

I, therefore, recommend that House Bill No. 4759 be amended by striking out all text
after the enacting clause and inserting in place thereof the following text:
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SECTION 1. Chapter 167 D of the General Laws is hereby amended by striking out
section 3, as appearing in the 1994 Official Edition, and inserting in place thereof the
following section:-
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Section 3. A bank may receive demand, time and other types of deposits without
limitation; provided, however, that no bank shall assess any fee, charge or other assessment
against any account, established for personal, family or household purposes of a depositor
who, as the payee of a check, draft or money order, of which the payee is not also the
maker, deposits the same therein and payment on any such instrument is refused by the
depository institution upon which it is drawn because of insufficient funds or because the
maker thereof did not have an account at such depository institution; provided, however, that
a bank may assess a reasonable fee that represents its direct costs incurred for processing the
check, draft or money order against such account for each such refusal of payment in excess
of four during any one calendar year.

SECTION 2. Chapter 171 of the General Laws is hereby amended by inserting after
section 41, as so appearing, the following section:-

Section 41A. No credit union shall assess any fee, charge or other assessment against
any account, established for personal, family or household purposes of a depositor or
shareholder who, as the payee of a check draft or money order, of which the payee is not
also the maker, deposits the same therein and payment on any such instrument is refused by
the depository institution upon which it is drawn because of insufficient funds or because the
maker thereof did not have an account at such depository institution; provided, however, that
a credit union may assess a reasonable fee that represents its direct costs incurred for
processing the check, draft or money order against such account for each such refusal of
payment in excess or four during any one calendar year.
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Respectfully submitted.


