
Citigroup Inc. 
425 Park Avenue. 2nd Floor 
New York, N Y 1 0 0 2 2 

T 2 1 2-5 5 9-2 9 3 8 
F 2 1 2-7 9 3-4 4 0 3 
howard c @ citi.com 

Carl V. Howard 
Deputy General Counsel 

February 22, 2011 

Jennifer J. Johnson 
Secretary 
Board of Governors of the Federal Reserve System 
20th Street and Constitution Avenue, N W 
Washington, D C 2 0 5 5 1 

Re: Docket No. R 14 04 and RIN No. 7100 AD63 

Dear Ms. Johnson: 

Citigroup Inc., a financial holding company ("Citi"), is pleased to have the opportunity to 
present to the Board of Governors of the Federal Reserve (the "Federal Reserve") 
comments on the Federal Reserve System's proposed "Debit Card Interchange Fees and 
Routing" rule (the "Proposed Rule") issued at a Meeting of the Federal Reserve on 
December 16, 2010. foot note 1, 
75 Fed. Reg. 81,722-81763 (proposed December 28, 2010) (to be codified at 12 C F R Part 235), end of foot note. pursuant to Section 1075 (the "Interchange Amendment") of the 
Dodd Frank Wall Street Reform and Consumer Protection Act. 
foot note 2, Codified as Section 920 of the Electronic Funds Transfer Act (the "EFTA") at 15 U S C § 16 93 o-2, end of foot note. 

Citi supports the arguments presented in the comment letter, of even date herewith, 
submitted jointly by numerous trade organizations, including The American Bankers 
Association, The Clearing House Association, The Consumer Bankers Association, The 
Credit Union National Association, The Financial Services Roundtable, The Independent 
Community Bankers of America, The Midsize Bank Coalition of America and The 
National Association of Federal Credit Unions (the "Joint Trades Letter"). We also agree 
with the analysis provided in the comment letter, of even date herewith, submitted by 
Morrison & Foerster L L P on behalf of a consortium of various institutions (the 
"Consortium Letter"). 
Given the potential industry-wide impact of the Proposed Rule, as well as the impact on 
Citi, we have decided to submit a separate letter to emphasize some of our particular 
concerns. We are encouraged how, given the significance, uniqueness and complexity 
of the Proposed Rule, the Governors have expressly recognized the need for the Federal 
Reserve to remain particularly "open minded" to comments. 
foot note 3, Transcript of Fed. Res. Bd. Open Meeting at 53-56 (December 16, 2010) ("Open Meeting Transcript"), available at 

http://www.c q.com/doc/financial transcripts 3 7 8 2 7 2 8. end of foot note. 



Page 2 of 8 

1. The Proposed Rule will, by capping debit card interchange fees, 
hinder a financial institution's ability to provide its customers with the 
convenience of debit cards in a cost effective manner. 

The information gathered from the Federal Reserve's survey of issuers, networks and 
acquirers indicates that if the Federal Reserve's proposal to cap interchange fees at $.12 
per debit card transaction is adopted, (i) income generated for issuers by debit card 
interchange fees will be significantly reduced and (i i) a number of issuers will not be able 

to recoup their costs for debit card transactions through interchange fees. 
foot note 4, Based on issuers' annual aggregate receipt of debit interchange fees of $16.2 billion (75 Fed. Reg. at 81,725) and 

the Proposed Rule's contemplated reduction of such fees from an average of $.44 per transaction to $.12 per 

transaction, issuers would lose approximately $11.8 billion in annual revenues. 75 Fed. Reg. at 81,735-36, end of foot note. 

The Federal 
Reserve posited that some of the institutions that suffered a decrease in income from 
debit card interchange fees and/or could no longer recoup their debit card transaction 
costs through debit card interchange fees might become more efficient. 
A cap of $.12 per transaction, however, will likely not permit Citi, given its relatively 
modest volume of debit card transactions, to maintain its debit card business, as it 
currently exists, as a profitable endeavor in a systemically responsible manner. In 
anticipation of implementation of the Proposed Rule, therefore, Citi has started assessing 
how it will need to change its business model. A business of this nature requires 
significant expenditures to ensure that it is both being operated in a safe and sound 
manner and is effectively serving the needs of customers. 
To compensate for lost income from interchange fees, we expect that the industry is likely 
to consider numerous modifications to its programs, many of which will, ultimately, lead to 
higher costs or fewer choices for the consumer. Potential modifications include, among 
other things, introducing checking account fees in certain situations, limiting the size of 
debit transactions, eliminating reward programs associated with debit cards, limiting 
access to debit cards in higher risk situations, and eliminating some of the zero-liability 
fraud protection currently provided to consumers. 

2. The Federal Reserve should exercise discretion as permitted under 
the Interchange Amendment and broadly define costs. The plain 
meaning of "reasonable and proportional" should be applied. 

EFTA Section 920(A)(2) requires that the interchange fee charged or received by an 
issuer with respect to a debit card transaction be "reasonable and proportional" with 
respect to the issuer's costs for the transaction. The definition of costs is not limited in 
any way other than by the fact that the costs must be related to a debit card transaction. 
EFTA Section 920(A)(4)(B) provides guidance for the Federal Reserve in adopting the 
regulations required by the Interchange 



Amendment. Page 3 of 8. 
this section expressly mentions two categories of costs. the first category 
- i n c r e m e n t a l c o s t s fo r a u t h o r i z a t i o n , c l e a r a n c e a n d s e t t l e m e n t o f spec i f i c t r a n s a c t i o n s 
m u s t b e c o n s i d e r e d ; the s e c o n d c a t e g o r y - c o s t s which are not spec i f i c to a pa r t i cu la r 
transaction - c a n n o t be c o n s i d e r e d . E F T A S e c t i o n 920 (A) (4 ) (B ) is s i len t on a c ruc ia l 
third c a t e g o r y o f c o s t s t ha t are e n c o m p a s s e d in E F T A S e c t i o n 920(A) (2 ) - cos t s which 
are spec i f i c t o deb i t ca rd t r a n s a c t i o n s bu t are no t re la ted t o a u t h o r i z a t i o n , c l e a r a n c e a n d 
s e t t l e m e n t . the F e d e r a l R e s e r v e , t h e r e f o r e , h a s fu l l discretion to i nc l ude this third 
c a t e g o r y o f cos t s in the c o s t s u s e d to ca l cu la te a r e a s o n a b l e a n d p r o p o r t i o n a l deb i t ca rd 
interchange fee. 
foot note 5, the Federal Reserve acknowledged they had discretion in Memorandum in Support of Defendants' Motion to 
Dismiss Plaintiffs Claim Upon which Relief Can be Granted and for Lack of Subject Matter Jurisdiction and 
Defendants' Response in Opposition to Plaintiffs Motion for a Preliminary Injunction ("Reply Brief), T C F National 
Bank v. Bernanke, et al., No. 10 civ. 0 4 1 4 9 (L L P) (D S D February 18, 2011) (dkt. No. 64). "Contrary to Plaintiffs 
assertion, the Board can consider factors other than the authorization, clearance, or settlement ("A C S") costs that 
are specific to a particular electronic debit transaction." Reply Brief at 2, end of foot note. 
Nevertheless, the Federal Reserve has chosen to exclude this third 
c a t e g o r y o f c o s t s . we be l i eve it is p e r m i s s i b l e , a p p r o p r i a t e a n d , u l t ima te ly , n e c e s s a r y fo r 
this third c a t e g o r y o f c o s t s t o b e i n c l u d e d to ca l cu l a te an i n t e r c h a n g e fee tha t is g e n u i n e l y 
" r e a s o n a b l e a n d p r o p o r t i o n a l " to cos t s i ncu r red b y an i ssuer with r e s p e c t t o a deb i t c a r d 
transaction. 
A c c o r d i n g l y , c o n t r a r y t o w h a t is c o n t a i n e d in the P r o p o s e d Ru le , we b e l i e v e t ha t the 
F e d e r a l R e s e r v e s h o u l d , a n d is p e r m i t t e d t o , i nc l ude in the ca l cu la t i on o f c o s t s u p o n 
which the i n t e r c h a n g e fee w o u l d be b a s e d , al l c o s t s (bo th variable a n d f i xed ) i ncu r red by 
an i ssue r t ha t are re la ted t o a deb i t ca rd transaction. these allowable c o s t s s h o u l d 
i n c l u d e , at a m i n i m u m : (1) variable p r o c e s s i n g c o s t s ; (2) transaction n e t w o r k f e e s ; ( 3 ) the 
c o s t s f o r a d d r e s s i n g c a r d h o l d e r inqu i r ies a n d reso l v i ng c a r d h o l d e r d i s p u t e s ; ( 4 ) the c o s t s 
o f p r o c e s s i n g c h a r g e - b a c k s ; (5) fraud l o s s e s ; ( 6 ) the cos t f o r p r o v i d i n g c a r d h o l d e r 
p r o t e c t i o n s s u c h a s z e r o fraud l iabi l i ty a n d t rave le r ' s i n s u r a n c e ; ( 7 ) the cos t o f b i l l ing a n d 
collection; ( 8 ) d a t a p r o c e s s i n g c o s t s ; ( 9 ) the cos t o f i ssu ing r e p l a c e m e n t deb i t c a r d s ; 
a n d (10) fraud p r e v e n t i o n c o s t s . these c o s t s are al l i n cu r red by an i ssue r and are e i the r 
d i rec t l y , or on an a l l o c a b l e b a s i s , a t t r i bu tab le t o a par t i cu la r deb i t c a r d transaction. In 
addition, m o s t , if no t a l l , o f these c o s t s , a s m o r e par t i cu la r l y d e s c r i b e d in the C o n s o r t i u m 
Let te r , are i ncu r red with r e s p e c t t o the a u t h o r i z a t i o n , c l e a r a n c e a n d s e t t l e m e n t o f deb i t 
c a r d t r a n s a c t i o n s , the c a t e g o r y o f cos t s tha t are e x p r e s s l y s u p p o s e d to b e c o n s i d e r e d 
pursuant to the Interchange Amendment. 
foot note 6, 15 U S C § 16 93 o-2(A)(4)(B)(i), end of foot note. Although the incurrence or loss of any single 
deb i t ca rd transaction m a y no t e l i m i n a t e or i n c r e a s e s o m e of these c o s t s , the ove ra l l 
v o l u m e o f an i ssuer ' s deb i t ca rd t r a n s a c t i o n s , i nc l ud ing v o l u m e on p e a k s h o p p i n g d a y s 
s u c h a s the F r iday a n d M o n d a y f o l l ow ing T h a n k s g i v i n g , d e t e r m i n e h o w m u c h m u s t b e 
s p e n t on these i t ems . 
F ina l l y , we be l i eve tha t the u s e o f the term " r e a s o n a b l e a n d p r o p o r t i o n a l " , a s o p p o s e d to 
" e q u a l t o " or "a fraction of, s u g g e s t s t ha t C o n g r e s s i n t e n d e d tha t the i n t e r c h a n g e fee not 
on l y c o v e r al l allowable c o s t s , bu t a l so p r o v i d e a r e a s o n a b l e re tu rn fo r the i ssue r in 
c o n n e c t i o n with a deb i t ca rd transaction. the s ta f f o f the F e d e r a l R e s e r v e a c k n o w l e d g e d 



t ha t terms s u c h as " r e a s o n a b l e a n d p r o p o r t i o n a l " h a v e b e e n i n te rp re ted a s a l l o w i n g for a 
prof i t . Page 4 of 8. In r e s p o n s e to a question by G o v e r n o r Tarullo with r e s p e c t t o the a p p r o p r i a t e n e s s 
o f a s a f e ha rbo r , the s ta f f s t a t e d tha t , " R e a s o n a b l e a n d p r o p o r t i o n a l d o e s n ' t m e a n , is 
d i f fe ren t than e q u a l t o or less than cos t . A n d r e a s o n a b l e a n d p r o p o r t i o n a l h a s b e e n in 
o t h e r c o n t e x t s r ead to i nc l ude s o m e prof i t . S o we're no t r equ i r ed by tha t l a n g u a g e to 
disallow al l prof i t t ha t m i g h t c o m e along. foot note 7, Open Meeting Transcript at 45, end of foot note. 

3. G o v e r n m e n t p r i c e c o n t r o l s are n o t r e q u i r e d by the I n t e r c h a n g e 

amendment 

we be l i eve t ha t the u s e of a c a p is no t r equ i r ed by, o r c o n s i s t e n t with, the I n t e r c h a n g e 
amendment, foot note 8, 
the Federal Reserve acknowledged that they are not required to set a specific rate. "In addition, the statute's 

requirement that the Board "establish standards" for assessing debit interchange fees does not obligate the Board 

to set a specific rate for debit interchange fees." Reply Brief at 2, end of foot note. 

the Interchange amendment requires that the Federal Reserve prescribe 
r e g u l a t i o n s " to es tab l i sh standards for a s s e s s i n g " w h e t h e r an i n t e r c h a n g e fee is 

reasonable and proportional to the cost of a transaction, foot note 9, 
15 U S C § 16 93o-2 (A)(3)(A), end of foot note. As stated above, the 

I n t e r c h a n g e amendment a l so se t s forth r e q u i r e m e n t s on w h a t cos t s m u s t be c o n s i d e r e d 
a n d w h a t cos t s m a y not b e c o n s i d e r e d . S e l e c t i n g a n d se t t i ng a fixed c a p in advance for 
al l covered i s sue rs is c o n t r a r y to the c o n c e p t o f establishing a system to assess w h e t h e r 
a fee is r e a s o n a b l e a n d p r o p o r t i o n a l t o cos t s . E a c h i ssue r should h a v e the o p p o r t u n i t y to 
m a i n t a i n d a t a to p r o v e its allowable cos t s a n d , by a p p l y i n g a formula o r standards se t by 
the F e d e r a l R e s e r v e , to d o c u m e n t t ha t the fees tha t it r e c e i v e s are r e a s o n a b l e a n d 
p r o p o r t i o n a l . A s s t a t e d a b o v e , we be l i eve t ha t a n y formula or standards p r o v i d e d by the 

Federal Reserve should provide for an acceptable profit, foot note 10, 
we have no objection to providing a "safe harbor" within the regulations for administrative simplicity, provided 

that the "safe harbor" is a reasonable number so that it will be meaningful, end of foot note. 

although the I n t e r c h a n g e amendment requ i res t ha t the F e d e r a l R e s e r v e d e t e r m i n e w h a t 
c o s t s should b e allowable cos t s a n d requ i res tha t the F e d e r a l R e s e r v e se t standards t o 
a s s u r e tha t i n t e r c h a n g e fees are r e a s o n a b l e a n d p r o p o r t i o n a l to those c o s t s , it ne i t he r 
a u t h o r i z e s no r r equ i r es the F e d e r a l R e s e r v e to assess the r e a s o n a b l e n e s s of, or t ry t o 
control, the cos ts t h e m s e l v e s . the m a r k e t should be a l l o w e d to function f ree l y a n d 
control c o s t s a s a p p r o p r i a t e . 

4. D e b i t card t r a n s a c t i o n s are f u n d a m e n t a l l y d i f f e r e n t than c h e c k s in 
w a y s t h a t b e n e f i t m e r c h a n t s . 

E F T A S e c t i o n 920(A) (4 ) (A ) requ i res t ha t the F e d e r a l R e s e r v e , in adopting its ru le , 
c o n s i d e r the f u n c t i o n a l s im i la r i t y b e t w e e n e l ec t r on i c deb i t t r a n s a c t i o n s and c h e c k i n g 
t r a n s a c t i o n s . B a s e d on the c o m m e n t a r y a n d the P r o p o s e d R u l e , it appears tha t the 



F e d e r a l R e s e r v e d id not c o n s i d e r s o m e i m p o r t a n t d i f f e r e n c e s b e t w e e n debit card 
transactions a n d c h e c k s . Page 5 of 8. debit card transactions are p r o c e s s e d f as te r a n d in a m o r e 
s e c u r e m a n n e r than c h e c k s . Un l i ke when a c h e c k is u s e d to m a k e a p a y m e n t , 
m e r c h a n t s are p r o v i d e d with i m m e d i a t e p a y m e n t when a debit card is u s e d . In addition, 
in transactions w h e r e the card is phys i ca l l y p r e s e n t e d o r u s e d , m e r c h a n t s are g u a r a n t e e d 
p a y m e n t . the i ssue r su f fe rs the loss in the e v e n t there are n o (or insu f f i c ien t ) f u n d s o r 
the a c c o u n t is non -ex i s t en t . In con t ras t , c h e c k s m a y b e r e t u r n e d for insu f f i c ien t f u n d s o r 
a n o n - e x i s t e n t a c c o u n t , in which c a s e , u n l e s s the m e r c h a n t h a s pa id a c h e c k g u a r a n t e e 
fee, the m e r c h a n t wi l l su f fe r the loss . F ina l ly , m e r c h a n t s incur add i t i ona l a d m i n i s t r a t i v e 
c o s t s in h a n d l i n g , s e c u r i n g , r econc i l i ng a n d d e p o s i t i n g c h e c k s tha t they do not incur with 
debit card transactions. debit c a r d s , t h e r e f o r e , p r o v i d e s ign i f i can t bene f i t s for m e r c h a n t s 
t ha t c h e c k s do not . 

the m a r k e t , which p e r m i t s each m e r c h a n t to a c c e p t w h a t e v e r p a y m e n t m e t h o d it 
c h o o s e s a n d each c o n s u m e r to se lec t a m o n g p e r m i t t e d p a y m e n t m e t h o d s , h a s p r o v e n 
tha t debit c a r d s are no t the f u n c t i o n a l e q u i v a l e n t o f c h e c k s . the s ign i f i can t i n c r e a s e in 
the acceptance and use of debit cards, foot note 11, 
the 2010 Federal Reserve Payments Study. Federal Reserve system, December 8, 2010, at 4, end of foot note. 

coupled with the decrease in the acceptance 
a n d u s e of c h e c k s , i nd i ca tes tha t debit c a r d s are, in fac t , v i e w e d a s s u p e r i o r to c h e c k s a s 
a m e a n s of p a y m e n t . 
we no te t ha t the F e d e r a l R e s e r v e ' s u n n e c e s s a r i l y n a r r o w definition o f c o s t s , a s 
d i s c u s s e d in S e c t i o n II , w i l l c r e a t e a s ign i f i can t d i s i n c e n t i v e a g a i n s t c o n t i n u e d i n n o v a t i o n 
in the debit p a y m e n t field. F i nanc ia l ins t i tu t ions are un l i ke ly to c o n t i n u e to i nves t in 
m a i n t a i n i n g a n d i m p r o v i n g the debit p a y m e n t system if they wi l l no t b e a b l e to r e c o u p 
the i r i n v e s t m e n t c o s t s . 

5. the e x c l u s i v i t y p r o v i s i o n s should b e i n t e r p r e t e d n a r r o w l y a n d in 
a c c o r d a n c e with t h e i r p la in m e a n i n g . 

the I n t e r c h a n g e amendment r equ i res the F e d e r a l R e s e r v e to a d o p t r e g u l a t i o n s tha t 
p roh ib i t an i ssuer a n d a n e t w o r k f r o m e n t e r i n g in to a n y a r r a n g e m e n t whereby al l 
transactions with a debit card w o u l d h a v e to b e p r o c e s s e d o v e r a s ing le n e t w o r k o r 
affiliated group of networks, foot note 12, 15 U S C § 16 93 o-2 (b), end of foot note. 
the Federal Reserve has proposed and has requested 
c o m m e n t s on two a l t e rna t i ves for i m p l e m e n t i n g this p r o v i s i o n . alternative A requ i res tha t 
each debit card h a v e at l eas t two una f f i l i a ted a u t h o r i z e d n e t w o r k s through which debit 
card transactions c a n b e p r o c e s s e d . In o t he r w o r d s , a debit card w o u l d o n l y n e e d to 
h a v e two una f f i l i a ted n e t w o r k s e n a b l e d on it in al l e v e n t s a n d c o u l d sa t i s f y this 
r e q u i r e m e n t b y h a v i n g one n e t w o r k for P I N a u t h o r i z a t i o n s a n d an una f f i l i a ted n e t w o r k for 
signature a u t h o r i z a t i o n s . alternative B, on the o the r h a n d , r equ i r es tha t each debit card 
h a v e a minimum of two unaf f i l i a ted n e t w o r k s ove r which debit transactions c a n b e 
p r o c e s s e d for each type o f authorization pe rm i t t ed by the card. this w o u l d requ i re a 



debit card t ha t p e r m i t s b o t h P I N a n d signature a u t h o r i z a t i o n s to h a v e two una f f i l i a ted 
n e t w o r k s e n a b l e d for each m e t h o d o f authorization. Page 6 of 8. 

we s t r ong l y s u p p o r t i m p l e m e n t a t i o n o f alternative A . this alternative, a s n o t e d by the 
F e d e r a l R e s e r v e in its c o m m e n t s , sa t i s f i es the r e q u i r e m e n t s o f the I n t e r c h a n g e 

amendment, foot note 13, 
"Nothing in EFTA Section 920(b)(1)(A) specifically requires that there must be two unaffiliated payment networks 

available to the merchant once the method of debit card authorization has been determined." 75 Fed. Reg. at 

81749, end of foot note. 

is much less disruptive to the debit card payment system; and, 
impo r t an t l y , p r e s e r v e s the ab i l i ty o f the c o n s u m e r to m a i n t a i n s o m e control o v e r the 
n e t w o r k b e i n g u s e d . the F e d e r a l R e s e r v e in its c o m m e n t s a c k n o w l e d g e d t ha t the c h o i c e 
is an i m p o r t a n t one for c o n s u m e r s in t ha t d i f fe ren t n e t w o r k s m i g h t p r o v i d e d i f fe ren t 

benefits for the consumer, foot note 14, 
"From the cardholder perspective, however, requiring multiple payment card networks could have adverse 

effects. In particular, such a requirement could limit the cardholder's ability to obtain certain card benefits." Id. at 

81748, end of foot note. 

6. A T M transactions should n o t b e s u b j e c t to the I n t e r c h a n g e 

amendment o r the ru le p r o m u l g a t e d t h e r e u n d e r . 
we a g r e e with the c o m m e n t a r y t ha t the I n t e r c h a n g e amendment d o e s no t e x p r e s s l y 

include ATM transactions, foot note 15, Id. at 81727, end of foot note. 
Given the magnitude and disruptive nature of the changes to 

b e i m p l e m e n t e d by the I n t e r c h a n g e amendment, we be l i eve tha t its scope should not be 
e x p a n d e d b e y o n d its p la in l a n g u a g e . 
In addition, the I n t e r c h a n g e amendment is focused on regu la t i ng debit card fees pa id to 
an i ssuer . although fees m a y b e c h a r g e d when debit c a r d s are u s e d at ATM 's , the fees 

collected from those transactions are g e n e r a l l y pa id by , a s o p p o s e d to b e i n g pa id to, an 
i ssuer . 

7. an a d j u s t m e n t for fraud p r e v e n t i o n should a l l o w for maximum 
flexibility for f i n a n c i a l i n s t i t u t i o n s and should be i m p l e m e n t e d 
s i m u l t a n e o u s l y with a n y l imi t on i n t e r c h a n g e fees. 

we s t r ong l y s u p p o r t an a p p r o a c h for fraud p r e v e n t i o n a d j u s t m e n t s tha t wi l l no t requ i re 
g o v e r n m e n t a l a p p r o v a l or se t t i ng o f spec i f i c t e c h n o l o g y . we a l s o be l i eve t ha t an 
allowance for fraud p r o t e c t i o n e x p e n s e s m u s t b e i m p l e m e n t e d s i m u l t a n e o u s l y with the 
i m p o s i t i o n o f a n y res t r i c t i ons on debit card i n t e r c h a n g e fees. this a p p r o a c h is e s s e n t i a l 
s o tha t i n n o v a t i o n with r e s p e c t to fraud p r e v e n t i o n is no t i nh ib i t ed . O v e r the last d e c a d e , 
the p a y m e n t s system a r e n a h a s b e e n d y n a m i c with a s t e a d y flow of new a n d i nnova t i ve 
p r o c e s s e s d e v e l o p e d by f i nanc ia l ins t i tu t ions in an e f for t to m a i n t a i n the sa fe ty , 
c o n v e n i e n c e a n d e f f i c i ency o f the debit p a y m e n t i n f ras t ruc tu re . A s n o t e d a b o v e , debit 
card p a y m e n t s p r o v i d e m e r c h a n t s with i m p o r t a n t bene f i t s o v e r c h e c k s . these bene f i t s 



are possible, largely, because of the significant investments that financial institutions 
have made. Page 7 of 8. Institutions will be discouraged from investing in new and advanced 
technology, or even maintaining existing technology, for preventing fraud in this complex 
market if they will not be able to recoup their costs. 
8. The definition of debit card needs to be clarified to avoid impacting credit transactions. 
The Federal Reserve needs to clarify the definition of debit card to explicitly exclude any 
card or other payment code or device issued or approved for use through a payment card 
network to access or obtain payment from a credit account. 
In the absence of such a clarification by the Federal Reserve, there is the potential that a 
transaction involving a credit account might be interpreted to be an electronic debit 
transaction subject to Section 920 of the EFTA because the consumer has elected to 
repay the credit account by accessing a consumer asset account. Provided the purchase 
transaction is paid by the credit account, the card cannot be deemed to be a debit device 
by virtue of how it is repaid. In the In re Visa Check/Master Money Antitrust Litigation, U S 
District Court, Eastern District of New York, C V-96-52 38, the Special Master, in a 
decision adopted by Judge John Gleeson on February 14, 2011, concluded that a 
consumer credit program with similar features was not a debit card program under the 
terms of the MasterCard Settlement Agreement in that class action. 
9. If the Proposed Rule is implemented without additional study and review, there are likely to be unintended consequences. 
We are concerned that the Federal Reserve may not have had sufficient time to collect all 
of the relevant data and thoroughly analyze and consider all aspects of the marketplace 
and the Proposed Rule because of the extremely tight time frame under which the 
Federal Reserve is required to adopt a final rule, 
foot note 16, The Federal Reserve sent its survey to 131 issuers with assets of $10B or more. Out of those 131 issuers, only 89 
responded. We believe that the relatively low response rate was due, in part, to the complexity of the survey and 
the short response time required. No issuers with less than $10B in assets were surveyed. 75 Fed. Reg. at 81724-
81725. End of foot note. This increases the likelihood that 
there will be unintended consequences if the Proposed Rule is enacted as proposed. 
The Federal Reserve staff has conceded that the impact on consumers, the debit card 
market and the competitive landscape for issuers is not fully known, foot note 17, 
When asked by Vice-Chair Yellin about the impact on consumers, the staff responded that the result is difficult to 
predict and that any savings that might be passed on by a merchant could be offset by increased fees imposed by 
issuers. (Open Meeting Transcript at 25-26). When asked by Vice-Chair Yellin about the impact on the market, the 
staff responded, "on the whole, we don't know what the outcome will be in the market." (Id. at 29). In response to 
a question by Governor Warsh with respect to the impact of setting prices, the staff response was, "it is really 
somewhat difficult to tell how this will change ultimately the competitive landscape going forward." (Id. at 33-34). 
And, finally, when asked by Governor Duke what the impact will be on small institutions and government programs, 
the staff response was, "So with regard to the small issuers, we really don't know what the net effect will be, 
because it depends on actions to be taken by the networks and the merchants and we can't predict those actions." 
(Id. at 34). "[G]overnment cards are not exempt from the exclusivity and routing provisions.... and it is possible 
that... the issuers of the government cards would no longer be able to cover their costs strictly through interchange 
fees and they might, therefore, need to recover some costs from the agencies themselves increasing the costs of 
administering the programs." (Id. at 38), end of foot note. 
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we a l so no te tha t S e c t i o n 9 0 4 o f the E F T A e x p r e s s l y r e q u i r e s t ha t with r espec t to a n y 
p r o p o s e d regu la t i on p r o m u l g a t e d u n d e r the E F T A , the F e d e r a l R e s e r v e c o n s i d e r ce r t a i n 
m a t t e r s , i nc l ud ing the c o s t s a n d bene f i t s to f i nanc ia l i ns t i tu t ions , c o n s u m e r s a n d o the r 
u s e r s o f e lec t ron i c f u n d t r a n s f e r s ; a n d the i m p a c t on c o m p e t i t i o n a m o n g la rge a n d s m a l l 
institutions, foot note 18, 15 U S C § 16 93b(A)(2)-(3), end of foot note. 
there is no indication in the Proposed Rule or the commentary that these 
m a t t e r s w e r e , in fac t , c o n s i d e r e d . 
we u n d e r s t a n d tha t s o m e a n s w e r s m a y b e u n o b t a i n a b l e unt i l a f ina l ru le is a d o p t e d . A t 
this t i m e , h o w e v e r , we b e l i e v e t h a t p r o v i d e d tha t C o n g r e s s does no t ac t to p o s t p o n e the 
d e a d l i n e for adopting a f ina l ru le , the F e d e r a l R e s e r v e should a d o p t a ru le t ha t is 
c o n s i s t e n t with the I n t e r c h a n g e amendment, bu t wi l l h a v e a less d ras t i c i m p a c t on the 
c u r r e n t debit card p a y m e n t system than the P r o p o s e d Ru le . the F e d e r a l R e s e r v e c a n 
then take the t i m e to c o n d u c t add i t i ona l a n a l y s e s to t ry a n d o b t a i n a n s w e r s to the v e r y 
i m p o r t a n t q u e s t i o n s p o s e d by the G o v e r n o r s . 

10. C o n c l u s i o n 

on b e h a l f o f C i t i , I t h a n k y o u for the o p p o r t u n i t y to c o m m e n t on this s ign i f i can t P r o p o s e d 
R u l e . we c a n s e e h o w m u c h time a n d e f for t w e n t in to developing it. we h o p e , h o w e v e r , 
t ha t the F e d e r a l R e s e r v e wi l l c o n s i d e r al l o f the i s sues ra i sed in this let ter, the Jo in t 
T r a d e s Le t te r a n d the consortium Le t te r a n d rev ise the P r o p o s e d R u l e to a d d r e s s o u r 
c o n c e r n s . 

If you have questions on any aspects of this letter, please call Rhona Landau at 2 1 2-
5 5 9-1 8 6 4 or me at 2 1 2-5 5 9-2 9 3 8. 

S i n c e r e l y , 

Signed, Carl V. Howard 
Deputy General Counsel 

cc: Rhona Landau 
Viola Spain 


