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The Honorable Steven T. James
Clerk of the House of Representatives
State House, Room 145
Boston, Massachusetts 02133
Dear Mr. James:
Enclosed for filing with the General Court, please find the Division of Banks' (the
"Division") 2009 Annual Report pursuant to General Laws chapter 167, section 13. The
law was amended by Chapter 456 of the Acts of 2002. The amendments to this statute
combine four reports that previously had been filed separately into one report to allow for
a more comprehensive description and analysis of trends affecting the COlnmonwealth's
banks and credit unions. Also included are SUlnmary comments on legislation passed
during the year which affected the Division or entities within its jurisdiction, as well as
the Division's recon1mendations for the current session of the Legislature. Other
significant events are also noted.
I mn pleased to forward this Annual Report in accordance with the amendments
made to section 13 of chapter 167 of the General Laws. If there are any questions on this
Report, please contact me at (617)956-1510 or the Division's Legal Unit at (617)956
1520.
Very truly yours,

Steven L. Antonakes
Commissioner of Banks
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To Whon1 It May Concern:
The financial services industry in Massachusetts continues to change rapidly and
grow increasingly more complex. Consolidation, new technologies, and innovative
product offerings will continue to in1pact the Division of Banks' ("Division") regulated
industries and the consumers who utilize their services. The Division will continue to
utilize the examination process and other supervisory measures to identify trends and
assess the financial condition and compliance programs of its regulated entities.
In 2009, foreclosures continued to impact the local housing markets and
unemployment rates remained high. In an effort to track foreclosure rates, the Division
implemented and made public a web-based foreclosure database of Massachusetts
foreclosure notices. In addition, the Division helped in the development of a Multi-State
Mortgage Committee to represent the states in the coordination of examinations of the
largest n1ulti-state mortgage companies. The Division also began the examination of
certain mortgage lenders for performance in meeting the mortgage loan credit needs of
communities in the Commonwealth. Lastly, the Division filed emergency regulations
regarding the licensing and supervision of mortgage loan originators.
The following pages include an agency profile, an overview of the industries the
Division supervises, a summary of transactions and legislative and regulatory changes, a
summary of salient market and financial data for Trust Companies, Savings Banks, Co
operative Banks, and Credit Unions, as well as consolidated financial data and institution
specific managerial staff and branch locations.
As always, I would welcome your suggestions on additional information or
analyses that would be helpful to you, and any other improvements you would
recommend.
Very truly yours,

~~~-'--~Steven L. Antonakes
Commissioner of Banks

TEL (617) 956-1500

•

FAX (617) 956-1599

•

TOO (617) 956-1577

•

www.mass.gov/dob

I.

INTRODUCTION

The Division of Banks' (the "Division") mission is to advance the public interest
with the highest level of integrity and innovation by ensuring a sound, competitive, and
accessible banking and financial services environment. Its 150 managers, examiners, and
support staff are responsible for conducting financial safety and soundness, consumer
compliance, Community Reinvestment Act compliance, information technology, and
trust examinations of these institutions. Accordingly, the D'ivision plays a key role in
maintaining depositor confidence in the State's banking system, as well as fostering a
positive impact on the Commonwealth's economy.
The Division traces its origin to 1784 with the chartering of The Bank of
Massachusetts, the forerunner of the former First National Bank of Boston. Records
dating back to 1839 reveal the existence of 118 Massachusetts banks with total combined
assets of $53 million. Today, the Division supervises 232 state-chartered banks and
credit unions with total combined assets in excess of $255 billion.
The Division also is charged with licensing over 4,300 loan onginators, and
licensing and examining approximately 4,500 non-bank financial entities, including
mortgage brokers and lenders, finance companies, check cashers, money transmitters, and
debt collectors. These organizations are also regularly examined for financial safety and
soundness and compliance with various consumer protection laws and regulations.
2009 Accomplishments

•

•
•
•
•

•

Implemented and made public a web-based foreclosure database of Massachusetts
foreclosure notices. The Division opened the database to local public safety and
code enforcement officials in late 2008, enabling municipalities to better respond
to public safety hazards associated with vacant foreclosed properties. The online
database allows the Division to study trends and better focus foreclosure
examination efforts.
Funded $1 million in grants for foreclosure prevention and first-time home:
counseling services. To date, $3 million in grants have been awarded.
Issued an industry letter focused on aiding distressed homeowners by restricting
fees charged in connection with loan modifications.
Issued a "Compendium of Actions Taken Relative to Foreclosures and the
Mortgage Industry."
Settled a major agreement between Taylor, Bean & Whitaker Mortgage
Corporation ("TBW") and 14 states, including Massachusetts, regarding TBW's
mortgage lending practices for so-called "nontraditional" loans made in 2006.
This agreement wiH result in a detailed review of TBW's nontraditional loan
exceptions, the adoption of the federal loan modification program to assist
struggling homeowners, and the payment of $9 million to assist the states in their
oversight of mortgage origination practices.
Began the examination of certain mortgage lenders for performance in meeting
the mortgage loan credit needs of communities in the Commonwealth, as required
by Chapter 206 of the Acts of 2007, An Act Protecting and Preserving Home
Ownership. The inspection of mortgage lenders that have made 50 or more home
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mortgage loans in the previous calendar year is called a Mortgage Lender
Community Investment ("MLCI") evaluation.
• Coordinated to form a Multi-State Mortgage Committee to represent the states in
the coordination of examinations of the largest multi-state mortgage companies.
The Division of Banks participated with other states in the first comprehensive
multi-state examination of a mortgage company.
• Filed emergency regulations to amend Code of Massachusetts Regulations 209
CMR 41.00 regarding the licensing and supervision of mortgage loan originators,
as required to in1plement Chapter 44 of the Acts of 2009, An Act Adopting The
Federal Secure And Fair Enforcement For Mortgage Licensing Act of2008. The
Division also rescinded Regulatory Bulletin 5.1-105: Educational Requirements
for Mortgage Loan Originators, as the registration and approval of licensed
mortgage loan education providers and courses is now conducted electronically
through the National Mortgage Licensing System and Registry. The Division also
filed emergency regulation to amend 209 CMR 42.00, The Licensing of Mortgage
Lenders and Mortgage Brokers.
• Implemented 801 CMR 4.02, Relative to Various Fees Applicable to Licensees of
the Division of Banks, which was amended and effective on June 26, 2009.
Processed 552 requests for foreclosure delays and secured stays in 62% of the
cases.
• Issued 106 Cease and Desist activity orders against mortgage lenders and brokers.
Of the 106, 11 were related to unfair and deceptive business practices, and 87
were related to licensees' failure to establish compliance with new licensing
standards as of December 31, 2008. In addition, 18 cease letters were issued by
the mortgage supervision unit relating to unlicensed activity, advertising
practices, and surety bond deficiencies. Further, 101 cease letters were issued
against unlicensed small loan companies, and 33 Cease and Desist activity letters
were issued primarily in relation to unlicensed companies.
• Completed 195 bank and credit union examinations and 565 examinations of non
bank licensees.
• Issued 3,578 license renewals and processed 879 new license applications.
• Approved 4,385 active loan originator license applications. In addition, approved
792 loan originator licenses, but these are inactive. Further, renewed 3,516 loan
originator licenses in 2009.
• Processed 402 new companylbranch applications in the Nationwide Mortgage
Licensing System ("NMLS"), and processed 433 branch license renewals.
• Completed 633 bank, credit union, licensee, and various other approval requests
and issued 38 legal opinions.
• Resolved 375 consumer complaints and secured reimbursements on behalf of
consumers totaling $1,406,808.
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2010 Objectives

•

•

•

•
•
•
•

•

II.

Maintain a sound, competitive, and accessible banking and financial services
environment by enhancing the statutory and regulatory structure, as well as the
examination and supervisory processes for regulated entities.
Continue to provide relief to existing homeowners and improve the regulatory and
legal framework for the non-bank mortgage industry through the implementation
of Chapter 206 of the Acts of 2007, "An Act Protecting and Preserving Home
Ownership. "
Continue to implement the Conference of State Bank Supervisors ("CSBS") and
the American Association of Residential Mortgage Regulators ("AARMR")
NMLS in an effort to further proteot consumers and bring greater accountability
and transparency to the mortgage industry. In addition, implement procedures to
ensure con1pliance with the SAFE Act.
Maintain a sound, competitive, and accessible banking and financial services
environment throughout Massachusetts.
Advance the quality of the Division's supervision by maintaining a qualified and
diverse professional staff.
Continue to request a delay in the foreclosure proceedings for Massachusetts
consumers who have filed a complaint with the Division.
Improve the existing regulatory and business climate by streamlining processes,
refining risk-focused supervisory policies, and by expanding the use of
technology.
Safeguard consumers through expanded financial literacy and consumer education
programs, wider access to meaningful consumer information, and strong
enforcement of consumer protections.

MORTGAGE SUPERVISION

During 2009, mortgage supervision remained a significant focus for the Division.
Over the past several years, the mortgage market had changed dramatically and had
perhaps never been more competitive. Low barriers to entry, improvements in
technology and delivery systems, automated underwriting, and a prolonged refinance
boom resulted in a large increase in the number of licensed mortgage lenders and brokers
throughout the country and dramatic shifts in market share. In Massachusetts alone, the
number of licensed mortgage lenders and brokers tripled in just five years.
However, several events occurring from 2007 and into 2008 resulted in a collapse
of the housing bubble and subsequent sharp decline in the mortgage market.
Foreclosures increased as payments reset, home values dropped, and adjustable rate
mortgage interest rates increased.
However, unlike previous periods in which
foreclosures have risen, the spike nationally and here in Massachusetts was not as closely
linked to traditional causes such as job loss, health issues, or divorce. Instead, the most
recent rise in foreclosures appeared to be largely rate driven and the result of consumers
3

overextending thenlselves during the recent period of significant home value escalation.
Higher defaults are also the result of the seasoning of a growing number of subprime
loans, including loans which include interest only provisions and may have also been
written with reduced or limited documentation. Further, foreclosure activity can in some
cases be tied to the decline in home values and loss of equity in property, and some
homeowners simply walking away from the mortgage. Fortunately, the Commonwealth
has not experienced unemployment and foreclosure rates to the degree of other states.
Nevertheless, as a result of changes in the mortgage market and the need for
increased oversight, significant changes in mortgage regulation were implemented in
2008, affecting Massachusetts regulated entities. In 2009, the Division continued to issue
Cease and Desist activity orders and cease activity letters against mortgage lenders and
brokers and loan originators for unlicensed activity and failure to comply with Division
Regulatory Bulletins, participated with other states in multi-state mortgage conlpany
examinations, examined certain mortgage lenders for performance in meeting the
mortgage loan credit needs of communities in the Commonwealth, and amended Code of
Massachusetts Regulations regarding the licensing and supervision of mortgage loan
originators and the licensing of mortgage lenders and mortgage brokers.

A.

Multi-State Actions

A Multi-State Mortgage Committee was formed in December 2008 to represent
the states in the coordination of examinations of the largest multi-state mortgage
companies. This coordination of state examination efforts builds on the states' success in
developing the NMLS in January 2008. A majority of states had signed on to participate
in NMLS as of January 2010, and all states are expected to participate by 2011.
In the summer of 2009, CSBS and AAR1v'lR published the first report on multi
state examination efforts to inlprove the supervision of the mortgage industry. The report
highlighted some of the actions taken thus far, including:
•

•
•
•
•
•

All 50 states plus D.C. and Puerto Rico have adopted the nationwide
protocol for information sharing and coordination of multi-state exams.
(The Division of Banks participated with other states in the first
cOlllprehensive nlulti-state eXaIllination of a lllortgage COlllpany ill 2009.)
Participation in the Federal/State Subprime Mortgage Lending Pilot to
eXaIuine the origination of non-traditional mortgage loans.
Development of regulatory guidance and the Model Examination
Guidelines to improve consistency in mortgage regulation.
Development of Reverse Mortgage Examination Guidelines to address
enlerging abuses.
Development of examination standards to determine mortgage lenders'
consideration of a borrower's ability to repay.
Development of uniform standards for accreditation of state agencies'
mortgage supervision programs and training of mortgage examiners.
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The Division continues to work with its state counterparts to coordinate the
examinations of the largest multi-state mortgage companies. One particular example of
the coordinated efforts between the Division of Banks and other states is the examination
of Taylor, Bean & Whitaker Mortgage Corporation ("TBW"). In June 2009, a major
agreement was settled between TBW and 14 states, including Massachusetts, regarding
TBW's mortgage lending practices for so-called "nontraditional" loans made in 2006.
This agreement will result in a detailed review of TBW's nontraditional loan exceptions,
the adoption of the federal loan modification program to assist struggling homeowners,
and the payment of $9 million to assist the states in their oversight of mortgage
origination practices. The settlement was the result of a coordinated multi-state
examination of TBW to specifically determine compliance with laws and regulations
pertaining to the origination of non-traditional mortgage loans in 2006. The examination
alleged exceptions relating to TBW's underwriting standards, compliance and risk
management practices, and internal control procedures with regard to these loans.
Alleged practices included the multiple submissions of loan applications by third-party
originators through automated underwriting programs resulting in altered income and
asset information for prospective borrowers in order to qualify applicants for mortgage
loans. Concern over these practices led TBW to stop offering non-traditional mortgages
in early 2007 and to make other changes to its internal control processes.

B.

SAFE Act and Loan Originator Licensing

The signing of the Housing and Economic Recovery Act by former President
George W. Bush in July 2008 included the Secure And Fair Enforcement ("SAFE") Act,
which recognizes and builds on states' efforts by requiring all mortgage loan originators,
regardless of the type of entity they are employed by, to be either state-licensed or
federally-registered through NNILS by July 31,2010. Further, all states were required to
pass legislation to meet the minimum requirements established by the SAFE Act by July
31,2010. On July 31,2009, Governor Deval Patrick signed SAFE Act legislation to
ensure that Massachusetts will retain oversight of mortgage loan originators and nlaintain
funding to provide grants to regional foreclosure prevention centers located throughout
the Commonwealth. The law also provided enhanced protections for homeowners and
mandated that a portion of fees raised through the licensing of mortgage loan originators
be granted to entities providing foreclosure and first time homebuyer counseling.
To comply with the SAFE Act legislation, the Division filed emergency regulations
to amend Code of Massachusetts Regulations 209 CMR 41.00 regarding the licensing
and supervision of mortgage loan originators, as required to implement Chapter 44 of the
Acts of 2009, An Act Adopting The Federal Secure And
Enforcell1ent For tviortgage
Licensing Act of 2008. The Division also rescinded Regulatory Bulletin 5.1-105:
Educational Requirements for Mortgage Loan Originators, as the registration and
approval of licensed mortgage loan education providers and courses is now conducted
electronically through the National Mortgage Licensing System and Registry_ The
Division also filed en1ergency regulations to amend 209 CMR 42.00, The Licensing of
Mortgage Lenders and Mortgage Brokers.
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Through Decerrlber 2009, 4,385 active loan originators and 792 inactive loan
originators were approved in NMLS. This is an increase over the 3,886 active loan
originators in NMLS as of December 2008. Additionally, 511 Massachusetts mortgage
brokers and 259 mortgage lenders were registered in NMLS. This is down from 1,002
and 352, respectively, in 2008. Further, there are 550 branches licensed through the
system.

C.

Foreclosure Relief

With the passage of Chapter 206 of the Acts of 2007, An Act Protecting and
Preserving Home Ownership, in November 2007, the Division was charged with the
following, as related to foreclosure relief:
•
•
•

•

•
•

Extending $2 million in grants to establish 11 education centers around the
Commonwealth and promote first time home buyer and foreclosure counseling.
Granting tenants of foreclosed properties additional tenant at will rights.
Mandating an accounting of the disposition of the proceeds of a foreclosure sale
to a foreclosed consumer, including whether there is any surplus due to the
consumer or if any deficiency remains.
Establishing a foreclosure database at the Division of Banks to include
information on all preliminary "Right to Cure" or foreclosure filing notices and all
final foreclosure sale information.
Requiring a 90 day "Right to Cure" and that a notice of the Right to Cure be filed
with the Division of Banks.
Requiring that the holder of a mortgage notify the Division of the date of a
foreclosure sale and the purchase price of the property.

Many of these initiatives were implemented in 2008. In 2009, additional efforts
were made to provide foreclosure relief and to track foreclosure data and trends.
Specifically, in January 2009 the Division implemented and made public a web-based
foreclosure database of Massachusetts foreclosure notices. By providing public access to
the database, anyone with an interest in tracking and understanding foreclosure trends in
their neighborhood can now do so at the tip of their fingers. Community organizations
and regional housing agencies will be able to use the tracking feature to better focus their
relief efforts or to study trends and allocate their funds accordingly. The Division can
now closely monitor trends among brokers and lenders whose loans have high
frequencies of foreclosure. The database is also built with a functionality to track the
entities responsible for maintaining foreclosed properties. The database lists the
foreclosures throughout the state line-by-line and includes the amount and date of the
sale, community and foreclosing entity. To protect the privacy of the individuals and
families whose homes are in foreclosure, the database will not make consumer names or
property addresses available to the general public. The Division opened the database to
local public safety and code enforcement officials in late 2008, enabling municipalities to
better respond to public safety hazards associated with vacant foreclosed properties. The
online database allows the Division to study trends and better focus foreclosure
examination efforts.
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Further, the Division funded $1 million in grants for foreclosure prevention and
first-time home counseling services; a total of 22 organizations received Chapter 206
funding in FY 2009. Eleven grantees received funding as Regional Foreclosure Centers,
and the remaining 11 received funds as individual counseling agencies solely responsible
for their own pre grams within their communities. In order to be considered eligible for
the regional funding, each agency had to demonstrate a strong capacity to provide
services in _their surrounding communities, particularly in those neighborhoods
experiencing a high rate of foreclosures. Additionally, applicants were encouraged to
establish a collaboration with other neighboring organizations and also prove a strong
ability to offer a wide range of services in the area of housing and community
development. To date, $3 million in grants have been awarded.
Additionally, the Division issued an industry letter in April 2009 focused on
aiding distressed homeowners by restricting fees charged in connection with loan
modifications. The letter clarifies that mortgage brokers licensed by the Division may
not charge borrowers a fee or receive any compensation from any source for assisting in
the process of obtaining a loan modification from a borrower's mortgage holder. The
letter further explains that any fees charged by the borrower's mortgage holder to revise
the particular terms of a mortgage loan are strictly limited in scope and amount under
state law. The letter was in response to the Division's observation of an increase in
companies aggressively marketing their services with claims to help consumers avoid
foreclosure or negotiate a loan modification at substantial additional costs to consumers.
The issuance of this industry letter enhances the conSUlner protections initiated by a 2007
state law, which provided all borrowers with a 90-day right to cure a default of a
mortgage loan prior to a lender moving ahead with a foreclosure. The 2007 law strictly
prohibits the charging of any fees in connection with the right to cure during the 90-day
period.
Further, since April 2007, the Division has continued -to implement the
Governor's initiative to help homeowners facing foreclosure seek delays, or stays, on the
proceedings. When a consumer contacts the Division, the Division seeks a 30 to 60 day
extension of foreclosure proceedings on the consumer's behalf, as long as it pertains to
the consumer's primary residence. If the foreclosure is scheduled to take place in more
than seven days, the Division will refer the consumer to The Homeownership
Preservation Foundation's Honleowner's HOPETM Hotline. The Division tracks this data
and, in 2009, 338 long-term stays were granted, or 61 % of stays requested.

D.

CRA/or Mortgage Lenders

Provisions similar to extending the ~v1assachusetts Community Reinvestment Act
("CRA") to certain mortgage lenders were also part of Chapter 206 of the Acts of 2007,
An Act Protecting and Preserving Home Ownership. Chapter 206 amended Section 8 of
Massachusetts General Laws Chapter 255E to now require that the Division include an
additional evaluation in its inspection of mortgage lenders that have nlade 50 or more
home mortgage loans in the previous calendar year and are Home Mortgage Disclosure
Act ("HMDA") filers. This evaluation, Mortgage Lender Community Investment
("MLCI"), assesses and provides a publicly available report of the record of the mortgage
7

lender's perfonnance in meeting the mortgage loan credit needs of communities in the
Commonwealth.
In 2008, an Advanced ,Notice of Proposed Regulations was issued, and a public
hearing was held in June. The regulations for mortgage lender community investn1ent
became effective September 5, 2008. Examinations for compliance began in 2009 in
order to allow the entities sufficient time to review the requirements of the regulation and
to develop processes to address its requirements. Nine MLCI examinations were
conducted in 2009. (Two of the entities were issued Consent Orders due to violations,
but the Orders were not executed until 201 0.)

E.

Compendium ofActions Taken Relative to Foreclosures and the
Mortgage Industry

To memorialize the n10rtgage supervision actions the Division has taken since
2006, the Division issued a "Compendium of Actions Taken Relative to Foreclosures and
the Mortgage Industry," dated June 30, 2009.
Some of the more notable
accomplishments include:
•

•
•

•

•
•

•
•

Convened the nation's first regulator-organized mortgage summit in November
2006 which ultimately lead to sweeping legislation filed by Governor Patrick and
enacted in November 2007.
Issued 377 fonnal and infonnal enforcement actions against licensed mortgage
lenders and brokers.
Acted as the lead negotiator for the 14-state Settlement Agreement with Taylor,
Bean, and Whitaker Mortgage Corporation. This agreement will result in the
company's participation in the United States Department of the Treasury's
"Making Home Affordable" loan modification program.
Processed over 7,500 applications for mortgage loan originator licenses. As a
result of the Division's strong licensing review standards and changes in the
marketplace, less than 6,000 applications have been approved.
Substantially increased the net worth and bonding requirements for non-bank
mortgage lenders and brokers.
Granted $3 million to support regional foreclosure prevention efforts.
Organizations receiving grants have counseled over 7,000 Massachusetts
residents.
Applied first in the nation CRA-type standards to non-bank mortgage lenders to
ensure mortgage loans provided are suitable and sustainable.
Led efforts to develop and implement the NMLS, which will house licensing and
enforcement infonnation relative to all mortgage providers operating throughout
the United States.
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III.

FINANCIAL INSTITUTION SUPERVISION

Massachusetts and the nation as a whole saw signs of economic recovery in 2009
due in part to low mortgage rates and the first-time home buyers tax credit. However,
unemployment rates remained high and foreclosure activity continued. In addition,
although there were no Massachusetts bank or credit union failures during 2009, the
number of bank failures increased throughout the nation. The number of problem banks
also continues to lise, as the FDIC reported 702 problem institutions at the end of the
fourth quarter of 2009.
Nationally, the Federal government implemented some banking initiatives in an
effort to jump-start the economy and help struggling homeowners. In February 2009,
President Obama signed the "American Recovery and Reinvestment Act of 2009" in an
effort to promote economic recovery. In total, Massachusetts will receive approximately
$13.8 billion in ARRA funds. Also in February, President Obama signed "The
Homeowner Affordability and Stability Plan," which was designed to help homeowners
refinance or modify their mortgage loans to make payments more affordable. In May
2009, President Obama signed the "Helping Families Save Their Homes Act of 2009,"
which included an extension of the temporary increase of federal deposit insurance by the
FDIC and NCUA from $100,000 per depositor to $250,000 through December 31,2013.
In addition, to help address the issues that caused the financial crisis, the U.S. Treasury
proposed a bill to Congress to create a Consumer Financial Protection Agency. This
proposal was still being debated at the end of 2009.
The financial condition of Massachusetts-chartered banks remains fundamentally
sound. Asset quality remains strong. Loan portfolios continued to grow in 2009.
However, loan delinquencies also trended up, especially in construction and commercial
real estate loan portfolios, but did not approach the level seen in states where real estate
speculation was prevalent. In general, both underwriting and credit administration
polices and procedures were satisfactory, which limited loan losses.
Earnings posted for financial institutions have shown improvement despite
significant economic challenges. Nevertheless, some banks have continued to experience
the effects of the subprime mortgage crisis in their investment portfolios. Some banks
reported net losses for the year as a result of securities write-downs, higher loan loss
provision expenses, and increased operating costs, but 80% of the banks were profitable.
Amidst the challenging environment, there has been an increase in the average net
interest margin since 2008, as bank management has adjusted the cost of funds to offset
lower interest income levels.
Increased regulatory fees have put additional pressure on the institutions' net
income. Banks and credit unions had increased expenses for special premiums from the
FDIC, NCUA, and Division of Banks. The FDIC changed its risk-based assessment
system and announced a 20 basis point emergency special assessment on insured
depository institutions in order to raise the Deposit Insurance Fund reserve ratio. The
NCUA imposed a special assessment of 15 basis points on insured credit unions to return
the National Credit Union Share Insurance Fund to an equity level of 1.30 percent, as a
9

result of the Corporate Stabilization Program implemented in early 2009. Finally, the
Division of Banks issued a special assessment on the banks and credit unions in 2009, as
well as increased the assessment rate and doubled non-bank examination fees, due to
economic challenges.
Liquidity levels remained strong during 2009, while borrowing levels have
slightly increased. At the same time, exposure to interest rate risk has been mitigated
through the implementation of prudent investment strategies. Nevertheless, the ability of
bank executives to manage their balance sheets will remain a focus of the Division's
supervision program, as prior interest rate increases have impacted interest margins.
Further, the industry's Boards of Directors/Trustees and senior operating
management are considered capable and seasoned.
They have developed and
implemented operating policies, procedures, strategies, and risk management practices
that provide a framework for sound operations. At the same time, increased scrutiny of
loan and investment portfolios will challenge bank management teams to ensure that they
continue to employ the sound underwriting and credit administration practices that helped
them weather the collapse of the mortgage market.
Finally, compliance with the Bank Secrecy Act (BSA) and Uniting and
Strengthening America by Providing Appropriate Tools Required to Intercept and
Obstruct Terrorism Act (USA PATRIOT Act) continued to be a priority for the
Division's exan1ination staff. In the wake of the tragic events of September 11, 2001,
Congress enacted the USA PATRIOT Act in part to stem the flow of funds to terrorists.
The Division continues to enhance its anti-money laundering examination practices and
programs to identify illicit and suspicious activities. To ensure that these activities are
identified and addressed, the Division has provided advanced training to all examiners
and the majority of managers. Through collaborative partnerships with industry groups
and other state and federal regulators, the Division's examination staff has the necessary
tools to properly monitor compliance with these regulations. To further enhance the
Division's ability to monitor compliance with these regulations, information-sharing
agreements were entered into with the Financial Crimes Enforcement Network and the
Internal Revenue Service. These agreements provide for an exchange of relevant
information on the variety of entities supervised by the Division.
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IV.

SUMMARY OF MAJOR CORPORATE TRANSACTIONS

There were 11 major corporate transactions involving state-chartered financial
institutions consummated in 2009. The transactions resulted in the reduction of two
savings banks, one trust company and one credit union in the state system. Three of the
transactions were the reorganization into mutual holding companies by savings banks.
One merger involved a federal credit union merging with and into a state-chartered credit
union while in another, a state-chartered credit union merged with and into a federal
credit union. Another transaction involved a state-chartered trust company merging with
and into an out-of-state trust company, although the continuing bank's main office will be
in Boston. The Division also completed the supervisory conversion of a co-operative
bank to stock form. The Board of Bank Incorporation held 10 public hearings during the
year. At the end of the year, there were 234 state-chartered financial institutions. The
number corresponding to each charter type is specified within the narrative for that
charter.

Savings Banks
Two state-chartered savings banks merged out of existence during the year and
three completed reorganizations into mutual holding companies. One savings bank
merged with and into another savings bank in a multi -step transaction which also
included the merger of the bank's mutual holding companies after the minority stock of a
mid-tier holding company was purchased as part of the transaction. The other savings
bank merged with and into a state-chartered trust company. In two of the three mutual
holding company reorganizations a mid-tier holding company was also formed. The last
mutual holding company reorganization was the 56th such reorganization of a state
chartered mutual bank. There were three other corporate transactions involving savings
banks as the continuing bank which received regulatory approvals but were not
consummated until 2010. One was the merger of two savings banks, another was the
merger of a co-operative bank with and into a savings bank and the third was the
acquisition of a holding company and its subsidiary national bank which subsequently
merged into a savings bank. At year end, there were 66 savings banks.
Mergers
Benjamin Franklin Bank, Franklin merged with and into Rockland 'Trust Company,
Rockland.
Strata Bank, Medway merged with and into Middlesex Savings Bank, Natick.
Mutual Holding Company Reorganizations
Belmont Savings Bank reorganized into a mutual holding company, BSB Bancorp, MHC
with a mid-tier holding company, BSB Bancorp, Inc.
Middlesex Savings Bank reorganized into a mutual holding company, Middlesex
Bancorp, MHC.
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Webster Five Cents Savings Bank reorganized into a mutual holding company, WebFive,
MHC with a mid-tier holding company, Web Five Financial Services, Inc.
Mutual Holding Company Merger

Service Bancorp, MHC, Medway merged with and into Middlesex Bancorp, MHC.
Service Bancorp, MHC was the mutual holding company of Strata Bank. It also had a
mid-tier holding company, Service Bancorp, Inc. which issued minority stock in 1998.
As part of the transaction, Middlesex Bancorp, MHC purchased the outstanding shares of
the mid-tier holding company.

Co-operative Banks

The number of state-chartered co-operative banks remained unchanged during the
year. Two transactions, a merger of a co-operative bank with and into a state-chartered
savings bank and a reorganization into a mutual holding company, received regulatory
approvals but were not consummated until January 2010. A significant transaction which
did not affect the number of co-operative banks was the supervisory conversion of
Lowell Co-operative Bank, Lowell to stock form. At year end, there were 59 co
operative banks.
Conversion to Stock Form

Lowell Co-operative Bank was converted to stock form in a supervisory transaction.
Name Changes

Gloucester Co-operative Bank changed its name to BankGloucester.
Medway Co-operative Bank changed its name to Charles River Bank.
South Shore Co-operative Bank changed its name to S Bank.

Trust Companies

State-chartered trust companies were involved in two merger transactions during
the year which resulted in the loss of one bank to the state-chartered system. At year end,
there were 18 trust companies.
Mergers

Putnam Fiduciary Trust Company, Boston, Massachusetts merged with and into Putnam
Fiduciary Trust Company, New Hampshire, a non-depository trust company. The main
office of which is in Boston.
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Rockland Trust Company, Rockland merged with Benjamin Franklin Bank, Franklin.

Credit Unions
There were four merger transactions involving state-chartered credit unions
completed during 2009. Two transactions were among state-chartered credit unions. Of
the other two transactions, in one transaction, a state-chartered credit union merged with
and into a federal credit union, while in the other a federal credit union n1erged with and
into a state-chartered credit union. At year end, there were 91 credit unions.
Mergers
Boston Globe Employees Credit Union, Boston merged with and into Metro Credit
Union, Chelsea.
NEMCH Credit Union, Boston merged with and into Alpha Credit Union, Boston.
NationsHeritage Federal Credit Union, Attleborough, merged with and into HarborOne
Credit Union, Brockton.
Walpole Municipal En1ployees Credit Union n1erged with and into Rockland Federal
Credit Union. 
Name Change
MBTA Employees Credit Union changed its name to Mass Bay Credit Union.

2009
Legislative and Regulatory Summary

Legislation
There were two bills signed into law in 2009 which affect the statutes governing
the operation of the Division as well as the licensing and regulation of mortgage loan
originators in the Commonwealth. These Acts, Chapter 5 and Chapter 44 of the Acts of
2009, are summarized below.
•

Chapter 5 of the Acts of 2009, An Act 1\1aking Appropriations for the Fiscal
Year 2009 To Provide For Supplementing Certain Existing Appropriations
and For Certain Other Activities and Projects
SECTION 5 of Chapter 5 of the Acts of 2009 rewrote section 2 of chapter 167 of
the General Laws. Clause (2) of subsection (c) of section 2 of chapter 167 now
requires the Commissioner of Banks to assess state-chartered banks and state
chartered credit unions for the costs of supervision in an amount equal to its
13

appropriation for the fiscal year based on factors including asset size as well as
risk and financial conditions of the institution. The revised statute amends the
Division's authority to assess depository institutions, and adds, for the first time,
authority to assess non-depository institutions if the amount assessed on
depository institutions is insufficient to equal the Division's appropriation for that
fiscal year.
NOTE: In order to implement the provisions of Chapter 5, the Executive Office
for Administration and Finance's regulation 801 CMR 4.02 was required to be
amended to change the assessment formula for state-chartered banks, credit
unions and non-bank licensees. These changes became effective on April 16,
2010.

•

Chapter 44 of the Acts of 2009, An Act Adopting The Federal Secure And
Fair Enforcement For Mortgage Licensing Act Of 2008
This four-SECTION Act adopts the federal Secure and Fair Enforcement for
Mortgage Licensing Act of 2008 ("SAFE Act") with enhancements in order to
avoid federal pre-emption of the Division's licensing of mortgage loan originators
by the Department of Housing and Urban Development ("HUD").
SECTION 1 of Chapter 44 completely rewrites chapter 255F of the General
Laws. It contains 19 internal sections which is a complete body of law governing
the licensing, supervision and regulatory actions in order to bring Massachusetts
law into compliance with the SAFE Act. Certain provisions of the former
chapter 255F which were more consumer protective than the SAFE Act were
retained in Chapter 44, including a higher standard of criteria for licensing; a
requirement that a mortgage loan originator work exclusively for one licensed
lender or broker; a requirement that a license be reissued when a mortgage loan
originator is terminated or is changing jobs; and stricter penalty provisions, which
include the ability to ban an individual from the industry for life.
The major changes to chapter 255F made by Chapter 44 include 15 new
definitions, including a revised definition of "mortgage loan originator"; a list of
additional licensing exemptions; a change in licensing standards to disqualify a
person from licensing if he/she has been convicted of, or pled guilty, admitted to
sufficient facts or nolo contendere to, a felony in a domestic, foreign, or military
court during the 7-year period preceding the date of the licensing application or at
any time if such felony involved an act of fraud, dishonesty, or breach of trust or
money laundering; the completion of 20 hours of pre-licensing education
approved by the National tvlortgage Licensing System and Registry on state and
federal law; a pre-licensing testing requirement that each applicant must achieve
75% or higher on a written examination on state and federal law; and 14
additional prohibited practices for mortgage loan originators.
SECTIONS 2, 3 and 4 provide related changes or negate what are now
unnecessary SECTIONS of Chapter 206 of the Acts of 2007. SECTION 4
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specifies effective dates for implementation of Chapter 44 in conjunction with the
Federal SAFE Act.

Regulations
During the year, the Division amended two of its regulations: 209 CMR 41.00:
The Licensing of Mortgage Loan Originators and 209 CMR 42.00: The Licensing of
Mortgage Lenders and Mortgage Brokers. The Executive Office for Administration and
Finance delegated the authority to conduct the process to amend its fee regulation, 801
CMR 4.02, to the Division in order to increase examination fees, licensing fees and
investigation fees charged to licensees of the Division.

•

209 CMR 41.00: The Licensing of Mortgage Loan Originators
The amendments to 209 CMR 41.00 reflect the new mandates and requirements
of Chapter 44 of the Acts of 209, the SAFE Act, so-called. These changes include
15 new definitions, including a revised definition of "mortgage loan originator"; a
list of additional licensing exemptions; a change in licensing standards to
disqualify a person from licensing if he/she has been convicted of, or pled guilty,
admitted to sufficient facts or nolo contendere to, a felony in a domestic, foreign,
or n1ilitary court during the 7-year period preceding the date of the licensing
application or at any time if such felony involved an act of fraud, dishonesty, or
breach of trust or money laundering; the completion of 20 hours of pre-licensing
education approved by the National Mortgage Licensing System and Registry on
state and federal law; a pre-licensing testing requirement that each applicant must
achieve 75% or higher on a written examination on state and federal law; and 14
additional prohibited practices for mortgage loan originators.

•

209 CMR 42.00: The Licensing of Mortgage Lenders and Mortgage Brokers
These amendments are intended to make changes to 209 CMR 42.00 to maintain
consistency with the major substantive changes n1ade to 209 CMR 41.00. The
most significant amendment is a revised definition of "mortgage loan originator"
and the addition of two new prohibited acts and practices.
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TRUST COMPANIES
State-chartered trust companies remained financially strong during 2009, despite
significant economic challenges. Total assets declined approximately 8% from $193
billion to $176 billion as total deposits fell 14% or approximately $19 billion. The
decline in deposits was partially offset by an increase in borrowed funds. Net loans and
leases increased 9%, and total securities increased 26%. Other real estate owned
increased 200/0, but remains small as a percentage of total assets.
State-chartered trust companies posted a net loss in aggregate for the 12 months ending
December 31, 2009. However, that net loss of $1.6 billion is not a good indication of the
overall performance of the industry. The net loss includes an extraordinary loss of $3.7
billion which is due primarily to consolidation of all of the assets and liabilities of the
several third party-owned, special purpose, multi-seller asset-backed commercial paper
conduits administered by State Street Corporation. Income before extraordinary items
was $2.1 billion, an increase of 8% over the same period in 2008.
Overall, the trust industry in Massachusetts performed well during a difficult economic
environment.
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TRUST COMPANIES STATEMENT OF INCOME
Years ended December 31,
Dollars in thousands

2008

2009

0/0 Change

Total Interest Income

$5,809,977

$4,270,717

-26.5%

Total Interest Expense

2,361,362

793,333

-66.4%

Net Interest Income

3,448,615

3,477,384

0.8%

Provision for Loan and Lease Losses

72,544

252,998

248.8%

5,760,532

4,201,924

-27.1%

111,192

72,256

-35.0%

1,004,325

618,435

-38.4%

Investment Banking, Advisory, Brokerage fees and Commissions
Venture Capital Revenue

154

172,745

13.5%

61

110

80.3%

Net Servicing Fees

731

899

23.0%

Income From Fiduciary Activities
Service Charges
Trading Revenue

Net Securitization Income
Insurance Commission and Fees

0
51,397

59,065

14.9%

362,622

445,604

22.9%

All Other Noninterest Income

1,082,793

850,073

-2l.5%

Total Noninterest Income

8,525,807

6,421,111

-24.7%

Net Gains (Losses) on Sale of Assets

Realized Gains (Losses) on Held-To-Maturity Securities

494

1,036

109.7%

160,771
161,807

192.5%

Total Realized Gains (Losses)

(173,749)
(173,250)

Salaries and Employee Benefits

3,798,104

3,051,589

-19.7%

Expenses of Premises and Fixed Assets

1,121,212

1,114,987

-0.6%

Realized Gains (Losses) on Available-For-Sale Securities

Goodwill Impairment Losses
Amortized Expenses and Impairment Loss For Other Intangibles

193.4%

550
146,739

136,549

-6.9%

Other Noninterest Expense

3,666,662

2,413,691

-34.2%

Total Noninterest Expense

8,732,717

6,717,366

-23.1 %

Income (Loss) Before Income Taxes

2,995,906

3,089,938

3.1%

Applicable Income Taxes

1,075,878

1,008,693

-6.2%

Income (Loss) Before Extraordinary Items

1,920,028

2,081,245
(3,664,112)

8.4%

1,920,028

(1,582,867)

-182.4%

Extraordinary Items

Net Income (Loss)

Net Income (Loss) attributable to noncontrolling (minority) interests

Net Income (Loss)

(527)

$1,920,028

($1,582,340)
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