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Re: Docket No. 2-1343
Dear Secretary Johnson:

The Arizona Consumers Councll submifs these comments 1o the

Federal Reserve Board in response o is reques! related to the

proposed overdralt fee pronosal that would amend *‘{CGU%%‘U n &, which
nde Tra
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emphasize these points.

The Arizona Consumers Touncll urges the Faderal %’i 2seive Board i
adept the “opi-in” proposal. Vhis will ensurs that banks ’:mi her
institutions obtain consumears’ 50 ngent 0 enroll Lw@"r* 1 overdratt
programs, and that banks ewn rv mn j’t@:?‘ me; e?. i f,z“e o Fams work.
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T proposal does not represait a
significant change fro godicy, which permits banks (o sign
consumers up for this wxpm 2 form of oredit withowt providing an
explanation of how a bank’s overdraft program works, and without
giving consumers an adeguate opporiunity o decline such credit, or to
choose other options.

cost form of credit.
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Overdraft ioans are a particularly insidious form of high cost credit,
because consumers often do not know that they have been enrolled in
such programs, and becauss banks reserve o themselves complete
discration in determining whather ¢ sy
ransaction. 4n “opi-in” reo

r decline & parii
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opportunity to decide whether use this form and credit, and if the
proposed Model Consent Form is adopted, give consumers a better
chance to understand what other, less-expensive overdraft protection
options are available.

As the Federal Reserve noted in its request for comments, consumers
have indicated an overwhelming preference for having a small charge
declined, if a substantial fee wili be incurred.’ Research also indicates
that consumers want to choose whether to accept overdraft protection,
rather than having to decline to participate in such programs.?
Importantly, the Federal Reserve’s own research indicated that if
consumers are given enough information, they can understand how
overdraft coverage works, and the consequences of not having such
coverage.’

In addition to supporting the adoption of an “opt-in” requirement for
overdraft loans, we urge you to ensure that institutions, though a Mode!
Consent Form, provide ciear and understandable information about
their overdraft programs, so that consumers can make informed
decisions about what kinds of overdraft protection to use, and can
compare offerings by different institutions. Finally, the Board should
help consumers undersfand the cost of overdraft credit by creating
specific disclosures for this product under Regulation Z of the Truth in
Lending Act.

The Arizona Consumers Council thanks you for the opportunity to
comment on these regulations, and for the time and attention you have
devoted to the issue of high cost overdraft credit.

Sincerely yours,
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“Leslle Kyman Cooper
Executive Director

! See Leslie Parrish, Consumers Want Choice on Overdraft Fees and Bank Options, Center
for Responsible Lending April 16, 2008, availabfe at

R e responsiblelenging oradiss: *\,b;uwc areiiiregods/oconsumears-wan-iniormead-cnoice-
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* See, Overdraft Fees and Opting In: A survey of consumer preferences, Center for
Responsmle Lending, March 23, 2009, available at
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3 Sé;EleCtFOHIC Funds Transfers, Regulation E, Docket No. R-1343, 12 C F.R. Part 205, Jan.
29, 20009.
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