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H.B. 5437 -- Minimum interest rate on tenant security deposits
Insurance Committee public hearing -- January 25, 2011
Testimony of Raphael L. Podolsky
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Recommended Committee action: NO ACTION '

This bill would repeal the 1.5% minimum interest rate on tenant security deposits.
Under existing law, the Banking Commissioner sets the rate annually based upon a Federal
Reserve Board index of average savings account rates, but the rate may not be set at less
than 1.5%. The rate has been 1.5% since 2002. Although at first glance current low
interest rates may make this seem unfair, in reality it is not.

+ 1.5% security deposit accounts are easily available to landlords in the market. A
number of banks provide 1.5% landlord security deposit accounts precisely because
of the statutory minimum. Some banks, in other words, have developed a product to
meet landlord needs as a way to induce landlords to become their customers.
Webster Bank, New Alliance Bank, TD Bank, The Wilton Bank, and Thomaston
Savings Bank all have 1.5% specialty accounts for this specific purpose. Webster,
New Alliance, and TD are all statewide banks with numerous branches and are thus
accessible to landlords throughout the state. TD Bank even has a comprehensive
“Escrow Direct” account for landlords who have at least ten security deposits, which
breaks the escrow into subaccounts for each tenant and sends annual interest
checks and 1099 forms to tenants, all at no cost to the landlord. Copies of rate
schedules are attached.

+ The statute creates a win-win sifuation. As a result, retaining the 1.5% minimum
presents a win-win situation for tenants and landiords. The tenant is able to eain the
statutory 1.5% minimum interest rate and the landlord is covered for the payout.

» Compliance with the escrow law. We are concerned that, if landlords are not aware
of these easily available accounts, it may be a sign that they are not placing tenant
security deposits into escrow accounts at all but are co-mingling them with their own
funds, The reason that the Security Deposit Act requires escrowing the funds is to
protect those deposits from the landlord’s creditors. It is our impression, however,
that many landlords ignore the statute and do not escrow funds. This non-
compliance may not surface until a landlord sells the property (the security deposit
account should be transferred at the closing) or if the landlord is foreclosed. We
believe that a landlord who complies with the law should be able to find a 1.5%
account in Connecticut.
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America‘’s Most Convenient Bank®

- ESCROWDIRECT

E Bank

Ameriea’s Most Convenfent Bank®

WHY ESCROWDIRECT?

EscrowDirect helps business customers reduce paperwork and
costs related to the time consuming process of tracking
individual escrow deposits. Our EscrowDirect customers are :
attorneys with client trust and IOLTA/IOLA/IOTA funds, realtors,
townships, homeowner associations, funeral homes, landlords,
1031 qualified intermediaries and other escrow account agents.

EscrowDirect is a simplified way for customers to segregate and
manage funds for others. Interest is earned under their client's
tax identification number and each sub account is FDIC insured
separately up to the allowable FDIC limit,

CONVENIENT ESCROW BANKING
-Open & c!osé client sub accounts via phone, fax or e-mail |
to specialized Escrow Operations Team

-Deposit via branch, mail or wire

-Customer initiated disbursements via check

-No cost for accounts and services
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ERRE Rmerka’s Most Conyentent Bank*

BENEFITS

-Consolidated statement that shows all sub account
information by client

-Different statement sorting options (Account # order,
Alphabetical order, Memo field)

-Notice Generation (Initial deposit, zero balance,
quarterly statements, etc.)

-Numerous interest split options

-1099s are produced and mailed by TD Bank to
each sub account holder

-Only one checkbook to maintain, ability to write
checks off master disbursement checking account

-No fee for checks, deposit slips, Return Deposit
ltems or TD TreasuryDirect online access*: (Free
package includes: balance reporting, book
transfers, stop payments, image viewing, wire
transfers)

*TD TreasuryDirect may be additional for Tenant/Landlord escrow, if
needed
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CUSTOMER SUPPLIES

All supplies will be ordered by Cash Management at no
additional charge to the customer:
-Blank or pre-printed deposit slips

—Persbnalized checks
-Endorsement stamp
~Transfer forms

-Pre-paid postage envelopes

-W-9 forms

| E Bank

America’s Most Coanvenlent Bank*

SAMPLE OF ACCOUNT LAYOUT

XYZ Properties

Master

- | Escrow Operating
Account

(Bus Checking)







WebsterBank

Savings Accounts

Balance Range Interest Rate Annual Percentage Yield
Statement Savings All 0.10% 0.10%
Passbook Savings All 0.10% 0.10% -
Totally Free Savings* Al 0.10% 0.10%
Totally Free Savings** All 0.20% 0.20%
Secured Credit Card Savings All 0.10% 0.10%
Premier Savings $0 10 $9,999 0.20% 0.20%
$10,000 to $24,999 0.50% 0.50%
$25,000 - $49,999 0.70% 0.70%
$50,000 to $99,999 0.75% 0.75%
$100,000 and up 0.90% ' 0.90%
WebsterOne Savings*** $0 to $9,999 0.10% 0.10%
$10,000 to $24,999 0.25% 0.25%
$25,000 - $49,999 0.35% 0.35%
$50,000 10 $99,999 0.50% 0.50%
$100,000 and up 0.60% 0.60%
Premium Money Market Savings $0 to $9,999 0.10% 0.10%
$10,000 to $24,999 0.20% 0.20%
$25,000 to $49,999 0.35% 0.35%
$50,000 to $99,999 0.45% 0.45%
$100,000 and up 0.50% 0.50%
Retirement Money Market Savings $0-$9,999 0.10% 0.10%
$10,000 fo $24,0990 0.40% 0.40%
$25,000 to $49,999 0.50% 0.50%
$50,000 to $99,999 0.50% 0.50%
$100,000 and up 0.60% 0.60%
=3  Tenant Escrow Accounts All 1.50% 1.51%
: Checking Accounts
Balance Range Interest Rate Annual Percentage Yield
Webster Value Checking Alf N/A NIA
Opportunity Checking All N/A NIA
WebsterOne Relationship Checking All 0.05% 0.05%
Premier Checking $0 to $2499 0.05% 0.05%
$2,500 to $9,999 0.10% 0.10%
$10,000 to $24,999 0.10% 0.10%
$25,000 - $49,990 0.10% 0.10%
$50,000 + 0.10% 0.10%

Interest is credited and compounded monthly. Fees could reduce earnings. Minimum balance required to earn slaled APY [s 30,01,
Rates subject to change and may be withdrawn at any time. The APY quoted Is accurate as of the Eifective Date stated helow,

Webstar checking account required or Totally Frea Savings account wiil ba converted lo a Staternen! Savings account, which is
subject to a monthly service charge of $3 if a dally balance of $300 Is not mainfained,

“* Avallable when account statement is comblned with currently offered Checking account statement and set up with an automatic
monthly transfer of $25 or more from a Webster checking account,

*** WebsterOne Checking account requlired or WebsterOne Savings account will default to the Statement Savings Account interest rate.
Member FDIC '
Effeclive Date; January 12, 2011 All
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Deposit Rates - Rates effective 12/02/2010

All rates are subject to change without notice

Cheacking & Saviags

Account in;g;:.st Perccﬂgg:uield %mmgl c';?;':ﬁ:gd
(APY) Deposit
Attomey Achvantage: 0.10% 0.10% $10.00 Daily
Gokl Advantage Super Now: $25.00 Datly
Cerlificates of Deposit Daily Bafance of;
Checking/Savirgs $0.01 - $999.99 0.00% 0.00%
VL;;-m( ST $1,000.00 - $9,999.99 0.03% 0.03%
$10,600.00 - $24,995.99 0.05% 0.05%
$25,600.00 - $49,999.9% C07% 0.07%
$50,000.00 andup 0.09% 0.09%
Health Savings Account: $25.00 Daily
Dally Balarce off .
$0.01 - $2,489.9% 0.40% 0.40%
$2,500.00 - $4,999.9% 0.50% 0.50%
£5,000.00 - $14,999.99 D.60% 0.60%
415,000,038 endup 0.65% 0.65%
Money Market (Personal & Business): $25.09 ' Daify
Dally Balance of:
$0.00 - $4,993.99 0.00% 0.00%
$5,000.00 - $49,933.9% 0.25% 0.25%
$50,000.00 - $249,999.99 0.45% 0.45%
$250,0000,00 and up 0.65% 0.65%
Businass Savings: 0.10% 0.10% $10.00 Dally
Custodial Savings: 0.20% 0.20% $10.00 Daily
Personal Savings: 0.10% 0,10% £10.00 Daily
__‘_.5, Tenant Security Savings: 1.50% 1.51% $10.00 Daty
Disclosures
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Thomaston Savings Bank

MEMBER FDIC

DEPOSIT RATES EFFECTIVE AS OF - January 19, 2011

The interest rale and annual peicenlage yield {APY) on the variable rale acocunts lisled below may changs, ai the Bank's discretion, after the account is opened,
VARIABLE RATE ACCOUNTS Minimum $ fo Minlmum $ to
: . Open earn APY Interesi ABPY
+ Statement Savings 25.00 5,00 25% .25%
»  Passhook Savings . 25.00 5.00 15% 5%
= = Tenanl Security Passbook Savings : 25.00 5.00 1.50% 1.51%
*  Money Markel Statement Savings 2,500.00 50,000.00 .10% 0%
0% Interest earned on batances under $1000.00 10,000.00 40% A40%
s 2,500.00 20% 20%
. - 1,000.00 A0% 0%
»  Money Markel Passbook Savings 2,500.00 £0,000.00 .60% 60%
0% interest earned on balances under $1000.00 10,000.00 30% 0%
2,500.00 15% 15%
: 1,000.00 0% .10%
. Relationship Statement Savings® 15,000.00 50,000.00 1.00% 1.01%
0% interest earned on balances under $1000.00 15,000.00 75% T5%
: : 1,000.00 30% 30%
«  Bonus Checking (NOW account) 25.00 10,000.00 25% 25%
0% Interest earned on balances under $500.00 5,000.00 25% 25%
s Health Savings Account ~ 0.00 50,000.00 1.00% 1.01%
5,000.00 75% 75%
0.00 50% 50%
« 18 Month Variable Rate Certificate | 25.00 25.00 1.00% 1.01%
FIXED RATE CERTIFICATES OF DEPOSIT ‘
o 91Day 1,000.00 1,000.00 A40% A40%
= 6 Month 1,000.00 1,000.00 A5% A5%
= 9 Month 1,000.00 1,000.00 60% .60%
* 12 Month - 1,000,00 1,000.00 75% 5%
« 13 Month . © 1,000.00 1,000,00 .85% .85%
« 16 Month 1,000.00 1,000.00 1.00% 1.01%
+ 18 Month 4,000.00 1,000.00 1.00% 1.01%
¢ 24 Monlh 1,000.00 1,000,000 ] 1.24% 1.25%
.« 30 Maonth - 1,000.00 1,000.00 1.34% 1.35%
« 3VYear 1,000.00 1,000.00 1.73% 1.756%
s 4 Year 1,000.00 1,000.00 1.98% 2.00%
s 5 Year 1,000.00 1,000.00 247% 2.50%
JUMBO FIXED RATE CERTIFICATES OF DEPOSIT !
= 91 Day Jumbo 100,000.00 100,000.00 A45% A5%
s 6 Month Jumbo 100,000.00 100,000,00 50% 50%
= 9 Month Jumbo 100,000.00 100,000.00 .65% 65%
= 12 Month Jumbo 100,000.00 100,000.00 .80% .80%
* 13 Month Jumho 100,000.00 100,000.00 80% 90%
= 16 Month Jumbo ’ 100,000.00 100,000.00 1.05% 1.06%
= 18 Month Jumbo - 100,000.00 100,000.00 1.05% 1.06%
» 24 Month Jumbo 100,000.00 160,000.00 1.29% 1.30%
« 30 Month Jumbo 100,000.00 100,000.00- 1.39% 1.40%
« 3 Year Jumbo 100,000.00 100,000.00 1.78% 1.80%
= 4 Year Jumbo . 100,000.00 100,000.00 2.03% - 2.05%
= 5 Year Jumbo 100,000.00 100,0600.00 2.52% - 2.55%

Withdrawals and fees may reduce eamings, Inlerestks credited to the account on the second fo e last day of each monlh, 1A penalfy may be imposed for withdrawal of prindpal prior lo
maturity from certificate accounls. Tha APY assumes thal inleresl remains on deposit until malurity, 2Refationship Ghecking aocount required. Reler {o deposit contracl of ses a bank
representative for specific lerms. ’



