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Comments:
The exemption as provided in 205.17(b)(1) & (4) does not need to be re-written 
to conform to erroneous comments made by the Federal Reserve staff attorneys. 
The Regulation made sense as written. Two attorneys who do not understand the 
Regulation or financial institutions made statements contrary to the Regulation 
in a PowerPoint webinar. Now we have to modify the Regulation to be consistent 
with the PowerPoint? That is ridiculous!  It is our policy and procedure to 
reject authorizing transactions whenever there are not sufficient funds in the 
account. We do not intentionally allow members to overdraw their accounts at 
ATM's or by using their debit cards. When a transaction is authorized the funds 
are held. If the member writes checks that clear before the debit card 
transaction clears, the debit card transaction appears to overdraw the account 
when reality is that the checks caused the overdraft. Likewise, when the 
authorization is for $1, we had reason to believe the transaction 
would clear. If it later comes in for $50 and creates an overdraft, we had no 
way of knowing that would happen when the transaction was performed.  
Originally the regulation appeared to be directed at the financial institutions 
that intentionally allowed overdrafts at ATM's and POS's. That makes sense. 
Applying it to financial institutions with a policy like ours, does not. The 
problem with the debit cards is the delay. We will have NO ATM related 
overdrafts. If the member writes a check on Friday and withdraws all the cash 
in the account on Sunday at the ATM, on Monday when the check clears the check 
gets the NSF fee. If instead the member initiated a debit card transaction on 
Sunday, the checks would clear first Monday. The debit card transaction posts 
on Tuesday giving the appearance that it created the overdraft. What causes the 
overdrafts? Members writing checks and conducting debit card transactions when 
they do not have the funds. Financial institutions have no way of knowing 
what checks have not cleared, but the members/customers do. Since we do not 
intentionally allow members to overdraw their accounts we should not be 



required forgo legitimate fees to recover actual costs. Please change your 
"clarification" rather than the Regulation.

Sincerely,

David Tagart,
Liberty First Credit Union


