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Thank you, Chairman Frank, Ranking Member Bachus, Representative Maloney
and other members of the Committee. Consumers Union, the non-profit, independent
publisher of Consumer Reports magazine, strongly supports H.R. 3904, the “Overdraft
Protection Act of 2009” and is pleased to cosign the testimony of Consumer Federation
of America. We also appreciate the opportunity to offer the Committee our additional
consumer perspective on the unfair and abusive practices used to trap consumers in
fee-based overdraft programs without their affirmative consent.

First, we will share some of our polling results which underscore the confusion
consumers have about overdraft loans and, how, when asked, they express a strong
desire to have more decision-making control over these loans. Second, we would like to
offer the Committee some real life examples of the problems people around the nation
are enduring as a result of egregious overdraft programs.

In February of this year, Consumer Reports National Research Center conducted
a nationally representative telephone poll about common bank policies involving
overdraft fees. There were a few key findings:

Only half (52%) of those surveyed who used debit cards had a correct
understanding that a bank typically allows the transaction to proceed, covers the
shortage from the next deposit, and charges a fee for doing so. Consumers appear
even more misinformed about ATM overdrafts. Only 31% correctly said that the bank
will permit the transaction, subsequently dock the account and charge for the loan. Many
consumers simply don't expect to be charged a fee when they overdraft their account.
Therefore, consumers would be unlikely to opt out of a program of which they are
unaware, and that is why CU strongly supports the opt-in language in H.R. 3904.

At the same time, when asked, consumers overwhelmingly want choice when it
comes to their bank accounts. Two-thirds of consumers polled said they prefer to
expressly authorize overdraft coverage, so that there would be no overdraft loan—or
fee— unless and until they opted into the service. Similarly, two thirds of consumers said
that banks should deny a debit card or ATM transaction if the checking account balance
is low. A copy of our polling results is included with our written testimony as Appendix A.

Additionally, consumers from across the country have shared with us their
frustrations with automatic overdraft programs. While we have attached as Appendix B a
compilation of thirteen consumer stories regarding overdraft programs, | will highlight just
three today.

Rachael from North Carolina explained to Consumers Union that her bank
manipulates the order in which they clear transactions, to maximize the number of times
she overdraws her account.



Rachael is a married mother of three, who finds it difficult to manage her household
when overdraft fees pile up. At one point Rachael found 7 overdraft charges for
debit card transactions. All of the purchases which caused Rachel's account to
overdraft were for less than $20 each, and at least half of these were under $10.
The smallest of these charges was for a $1 beverage purchased at a gas station;
however, each of these transactions were penalized for a $35 fee.

In describing her bank’s overdraft policy, Rachael explained, “they clear the largest
amounts first because they want to charge the [$35] fee on the $1 purchase.” The
overdraft fees deducted from her account took away from the grocery money
Rachael uses to feed her children — she describes: “When you're taking $300 from
us in two weeks, we get behind on other expenses. It literally took us two months to
catch up.”

Justin from New York told us why he believes it is important to place strong limits on

the number of times an institution can charge a fee for covering an overdraft. Justin
knows firsthand why it is important to put in place strong monthly and annual limits on
such fees, and why it will be extremely helpful to allow consumers the choice to opt-in to
overdraft coverage.

Justin told Consumers Union that he was charged $385 for 11 overdrafts over a ten
day period. Some of these transactions were for less than $10 — all but two were
worth less than $50. Eventually, after multiple telephone calls to the bank, Justin
was refunded $100 of his $385 total overdraft fees. Justin would rather have his
debit card denied on transactions that would cause overdraft. He wishes that he
could choose whether the bank should cover transactions which overdraw his
account, and he feels that “to tack on fees and change policies to increase fee
income is completely intolerable.”

Don from Ohio shared with us his personal story about overdraft fees. He describes

overdraft fees as, “a snowball effect, | couldn’t get away from it —the more you put in the
more they take out.”

Don and his wife rely on a limited income—the paycheck from his part time job, and
the social security payment she receives for disability. Don checks his account
balances regularly, but has recently been hit with a flurry of overdraft fees because of
his bank’s overdraft policy.

In October 2008, Don used his debit card and overdrafted his checking account by
85 cents. Before the bank opened the next day, Don deposited $30 at the ATM
thinking that this would cover the 85 cents overdraft. A day later he discovered he
had incurred two overdraft fees, one for the 85 cents and the other because the $30
he had deposited did not cover the deficit caused by the first fee. The second
overdraft triggered another overdraft fee and a $5 per day fee for each was also
added. After haggling with his bank, Don reached a compromise where he only had
to pay one of the $35 overdraft fees.

The Overdraft Protection Act will go long way to stop the abusive practices

experienced by Rachael, Justin, Don and thousands of other consumers across the
nation. The bill will require financial institutions to obtain consumers’ affirmative consent
before covering debit card, ATM and check-based transactions for a fee. Those offering



overdraft protection will be required to educate their customers sufficiently about these
programs to get customers to affirmatively sign up. For those who do choose to enraoll,
the legislation will:

¢ limit the number of overdraft fees financial institutions can charge to six per year;

e require fees to be reasonable and proportional to the cost to the financial
institution; and

e Prohibit banks form manipulating the clearing of transaction in a way which
maximizes fees.

We at Consumers Union wholeheartedly endorse this legislation as an important

step in helping consumers avoid entering a cycle of debt because of unfair and abusive
overdraft fees. We look forward to working with you as the bill moves forward.

Thank You



Appendix A



February 13, 2009
NRC #2009.07

Consumer Reporis Nationai Research Center
© 2009 Consumers Union of U.S., Inc.



Methodology

@  Telephone surveys were conducted among 1,001 random adults comprising 500 men and 501 women 18 years
of age and older. Respondents were screened for possession of a checking account with either an ATM card or
a debit card. The analysis is based on the 679 adults who reported having a checking account with ATM or debit
card. Interviewing took place over February 5-8, 2009,

i#  The questionnaire was fielded via Opinion Research Corporation’s Caravan twice-weekly national telephone
omnibus survey. ORC used random digit dialing to achieve a nationally representative probability sample and
weighted completed interviews by age, sex, geographic region and race.

#  The results of this study are intended for external communications. Methodology statement for public release:

The Consumer Reports National Research Center conducted a telephone survey using a nationally
representative probability sample of telephone households. 679 interviews were completed among aduits

aged 18+ who reported having a checking account with an ATM card or a debit card. Interviewing took
place over February 5-8, 2009. The sampling error is +/- 3.8% at a 95% confidence level.
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This study was commissioned to investigate consumers’ beliefs about current bank policies involving overdraft
fees, and how consumers prefer that banks handle overdrafts.

Only qualified respondents participated in this telephone survey. Around 7 in 10 (69%) satisfied the two
screening criteria—have a checking account and an ATM card or debit card—and were allowed to proceed (page

5).

Our analysis indicates that many consumers are misinformed about common bank overdraft policies. They also
expressed strong preferences for policies that are more favorable toward bank customers.

Only half (52%) of respondents with a debit card had the correct impression of how banks commonly treat debit
card overdrafis—namely, the bank allows the transaction to proceed, covers the shortage from the next deposit
and also charges a fee. More young consumers aged 18-34 years (68%) expressed accurate knowledge of bank
policy. In contrast, more than one-quarter (28%) erroneously thought that the bank would block an overdraft
debit purchase, and 11% thought the bank would allow if to proceed and recover the difference later without
charging a fee. Those aged 55+ years demonstrated the poorest understanding (page 6).

Consumers are even more misinformed about ATM overdrafts. Only 31% correctly said that the bank will permit
the transaction, subsequently dock the account and charge for the loan. In contrast, nearly half (48%)
incorrectly said the ATM card would not work at all if the account balance were too low. Although 1in 10
understood the first two components of the policy—the transaction proceeds, is covered later—they were
unaware of the fee (page 7).
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Implications (cont.)

%  The majority of consumers prefer bank overdraft policies that are more favorable fo them. Two-thirds said they
want an opt-in policy, where banks cannot cover overdrafts—and charge for the service—unless a customer
expressly authorizes the service. Only 27% preferred an opt-out policy, which allows banks to provide overdraft
loans for a fee until the customer instructs otherwise {page 8).

# Moreover, two-thirds (65%) of consumers said that banks should deny a debit card or ATM transaction outright
if it would overdraw the account. Young consumers, those with household income under $40,000 and women
were most likely to express this viewpoint. Only one-third said the bank should permit the transaction, even if
they incur a fee (page 9).

@ Regardless of whether a bank follows an opt-in or opt-out policy for overdrafts, consumers don’t want the
notification buried in their regular bank statement. To the contrary, three-quarters (74%) said they should be
notified in a separate letter (page 10).

i  Consumers also don’t want to be punished for declining the bank’s overdraft service. Overall, 73% of
respondents said they should receive the same type of bank account whether or not they agree to pay for an
overdraft service. Young, female and low-income consumers had the strongest feelings about this {page 11).

%  If the law were changed to require that banks follow an opt-in policy, overwhelmingly (80%) consumers want to
receive notification before they incur additional fees {page 12).

#  Overall, 14% of consumers recalled being assessed an ATM or debit card overdraft fee during the past six
months (page 13).
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} Screening Criteria

# Consumers were screened to ensure that they have a checking account plus associated ATM card or debit card.
Those who failed to satisfy these requirements were not qualified to participate.

#  Overall, nearly 7 in 10 consumers (69%) contacted by telephone said they have both a checking account and
ATM or debit card. These individuals (679 total} proceeded with the survey.

# Qualified consumers disproportionately were;
< High-income (90% of those reporting household earnings of $75,000 or more satisfied the screeners)
< Middle-aged (75% of those 35-54 years old qualified)
+ Residents of the West {(74%) or South {70%)

QD1A-C - Please tell me which of the following you have.

Age _Household Income Region
35-54 55+ | <S40K $40-74K §$76K+ | NE  NCntd  South  West
% % % % % % % % %
Checking account 84 83 85 73 87 92 70 91 o8 24 83 85 85
Checking account with ATM or debitcard | 69 69 68 68 5 62 52 76 20 66 63 1 70 74
{Net) 1 .
ATM card with checking account 65 66 64 62 72 58 50 72 84 65 57 65 71
Debi#t card with checking account 62 62 &1 64 68 50 43 68 a1 61 57 60 68
Don't know/Refused 2 1 3 2 1 3 1 1 1 3 3 1
NO ANSWER 14 16 13 25 13 [ 29 8 2 15 14 13 15
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¥ Overdraft via Debit Card
Base: Checking With Debit Card

@&  Only half (52%) of respondents with a debit card correctly described banks’ typical policy regarding debit card
overdrafts—the bank permits the transaction, docks your next deposit and charges you for the loan. Young
(68%) and low-income (57%) consumers were most likely to understand debit card policy.

@&  Nearly half of consumers are misinformed. Aimost 3 in 10 (28%) of respondents said the bank would block the
transaction, and an additional 1 in 9 (11%) expected the bank to allow the purchase and deduct the shortage
later without imposing a fee.

@  Overall, older consumers (aged 55+ years) were the least informed. At least 30% of respondents aged 35 years
or more thought that the bank would deny a debit purchase if it would overdraw the account.

QD2 - If you had $25 in your checking account and you tried to make a $40 purchase with your debit card,

what do you think would happen?
Base: Checking Account With Debit Card

Age Region
TOTAL | Men 18-34 3554 55+ | <S40K $4074K S$75K+ | NE  NCntl  South  West

N %o % % % % % % % % % % Y %o
Yourbank would allow the purchase and 52 53 50 68 | 47 39 57 44 53 52 52 49 54
then deduct the shortage fram your next R . | PR EREEEEE . 3
deposit, and also charge youa fee [ EENRGSERE] EEUE e b TRt :
Yourbank wouldn't allow you to make the 28 28 29 22 32 30 29 30 30 A 36 % 25
purchase
Yourbank would allow the purchaseand 11 10 12 & 12 15 8 15 10 3 8 13 1
then deduct the shortage from your next : ’
deposit _
Don't know/Refused 9 g 9 4 8 17 7 10 6 8 4 12 10
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Overdraft via ATM Card
Base: Checking With ATM or Debit Card

# Consumers evaluated a companion scenario about overdrafts at an ATM machine. Only 31% knew what the
most-likely result would be—the bank permits the overdraft, docks the account later on and tacks on a fee.
Young (42%) and low-income (39%) respondents revealed the highest awareness of actual bank policy.

% In contrast, nearly half (48%) of consumers incorrectly said the ATM card would not work if they attempted to
overdraw. Another 10% said the bank would permit the withdrawal and cover the shortage with their next
deposit.

QD3 - If you had $25 in your checking account and you tried to take $40 out of the ATM machine,

what do you think would happen?
: Checking Account With ATM or Debit Card

Age Region
18-34  35-54 55t NE  NCntd South  West

% % % % Yo % %
Your ATM card wouldn't work 50 a7 a4 | 56 ] a3 a7 a7 [ 52} 45
Yourbank would aliow the withdrawal 31 30 33 42 27 27 34 3% 5 36
and then deduct the shortage from your
next deposit and also charge youa fee
Yourbank would alfow the withd rawal 0. M B [ R R [ . |- ] 11 10 M 15 9 8
and then deduct the shortage from your o ' o LT ' '
next deposit .
Don't inow/Refused 10 9 10 T 8 15 a 13 7 7 2 14 12

31512009
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% Overdraft Fee Policy Preference
' Base: Checking With ATM or Debit Card

@  After the two questions about beliefs regarding bank overdraft policy, the telephone interviewer explained to
respondents how banks usually treat debit and ATM overdrafis, and then asked them to indicate a preference

for opt-in vs. opt-out.

#  Two-thirds of consumers said they prefer to expressly authorize overdraft coverage, so that there would be no
overdraft loan—or fee—until they opted into the service. More high-income and middle-aged consumers chose

opt-in than others, along with Northeasterners.

& Only 27% of respondents preferred an opt-out policy, where the bank provides overdraft coverage and charges
a fee until the customer requesis otherwise.

QD4 - When you use your debit or ATM card and make a purchase or a withdrawat for more than you have in your

account, your bank may charge you a fee to cover the overdraft. This is a fee-based overdraft loan service, which your

bank may call overdraft protection. If your bank provides this service, which policy do you prefer?
Base: Checking Account With ATM or Debit Card

Age Region
18-34  35-54 55+ <$40K $40-74K §i5K+ | NE NCntd South  West
_ % % % % % % % % % %
Yourbank should be required to have you| 66 £6 66 64 70 83 63 63 72 7 67 B3 67

sign up before covering your overdrafts,
if it wants to charge you forthem. This
means that you wouldn't pay the fee, and
wouldn't get the overdraft loan, uniess
you asked for it

Your bank should be able to provide the 27 26 27 30 26 24 31 30 22 23 2 g 26
overdraft loan for a fee until ask the bank

o stop providing this service ) o

Don't know/Refused 7 7 7 5 4 14 6 7 6 6 4 10 7
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A Deny vs. Cover Overdraft
Base: Checking With ATM or Debit Card

#  This question focused on whether consumers want an overdraft transaction to proceed. Two-thirds (65%) said
that banks should deny a debit card or ATM transaction if the checking account balance is too low. Young and
low-income consumers, and women, were mostly likely to express this preference.

%  One-third of respondents—disproportionately middle-aged and male—want the bank to cover the fransaction,
even if a fee is involved.

QD5 - If you don't have enough money in your account to cover a debit card or ATM transaction,
what do you want your bank to do?

; Checking Account With ATM or Debit Card
R Age | Region
omen | 18-34 35.54 55+ | <$40K $40-74K §75K+ NCntd South  West
. . . .- % u/a % PR % . 0/6 D/n . . % ‘VD % 0/0 %

Yourbank should deny the transaction [~ 85 ] 63 [ 68 [ 73 ] .63 . 62 66 63 &7 64 85 66
Yourbank should cover transaction, even 33 36 29 25 37 34 29 32 M 3 35 32 32
if it costs you a fee
Don't knowReflised 2 2 22 1 T4 1 2 2 2 1 2 2

31512009 Consumer Reports National Research Center Page &



Opt-in/Opt-out Notification Preference
Base: Checking With ATM or Debit Card

& A strong majority of respondents (74%) said they want to be notified about signing up for or canceling a fee-

based overdraft loan service in a separate letter.

# In contrast, only 23% would like notification via the bank statement.

Account With ATM or Debit Card

QD6 - How do you want your bank to notify you about signing up for or canceling a fee-based overdraft loan service?
Region

Base: Checking
Age
Men  Women | 18-34  35-54 55+ | <GA0K S$40.74K 75K+ | NCntd South  West
b % % % % % Yo % % % %
Ina separate letterfrom-the bank Caa] 158 2. 76 T& 69 74 7% 68 75 76 76
On your bank statement 23 23 2 [™326 1 23 18 [ 271 25 = 2 2 20
3 3 3 2 1 8 3 1 2 r 2 3 4

Don't knowRefused

Page 10

Consumer Reports National Research Center

3/5/2009



¥ Punitive Pricing
¥y Base: Checking With ATM or Debit Card

@  Nearly three-quarters (73%) said that a checking account should cost the same regardless of whether the
customer declines the bank’s overdraft service. Segments that were most adamant: age 18-34 years, women,
low-income.

#  One-quarter {24%) of respondents said the bank should be able to set its product offering and pricing.

QD7 - Should your bank be permitted to charge you more for basic banking if you decline the overdraft service?
: Chgdcing Account With ATM or Debit Card

Age Region
TOTAL en 18-34 35-54 55+ <$40K $40-74K STEK+ NE NCntd South West

N Yo Yo Yo %o % Yo %o % % Ya Ye % %
No, you should receive the same type of 73 68 7 o 79 ]t 68 76 71 74 72 % 7 .73
bank account whether or not you agree to L .
pay foran overdraft service L o Lo T :
Yes, the bank shouid be able to decide 24 29 19 18 27 26 20 26 24 23 20 27 24
what products to offer and at what price
Don't know/Refused 3 2 4 3 2 5 5 3 2 4 . 4 2 3

3/812009
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Notification After Regulatory Change
Base: Checking With ATM or Debit Card

# Overwhelmingly, respondents said that if an opt-in law is passed, banks should have to notify existing
customers about their rights before they incur additional fees.

Only 1 in 11 respondents felt that the bank should be able to charge an initial fee before notifying existing

@
customers of their new rights.
QDS - Suppose that a new law requires that the bank get your permission before assessing an overdraft fee.
When would you want to be notified of your new rights?
Base: Checking Account With ATM orDebit Card
: Age .. Ho : Region
TOTAL { Men Women| 18-34  35-54 55+ 5K+ | NE  NCntd  South  West
_ % % % % % % % % % % % % %
Before being charged any additional fees er [8z T 80 s ] -8 [ 91 93 ] s % 92 91 87
After being charged the first fee in order 9 11 7 9 9 g 8 7 10 8 7 9 12
to avoid future fees - o
1 3 1 1 2 1 1 1

Don't know/Refused 1 1 1
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.9 ATM-Debit Card Fees
- Base: Checking With ATM or Debit Card

&  Overall, 14% of consumers recalled being assessed a fee for an ATM or debit card overdraft during the past half-
year. Respondents aged 18-34 years (26%} were most likely 1o be aware of a fee,

QD9 ~In the PAST 6 MONTHS, have you been charged a fee by your bank for using your debit card to make a purchase

or your ATM card for an ATM withdrawal that exceeded the balance in your account?
ase: Ch_ cking Account With A TMorDebit_Cafd

Age _ Region
354 55+ NE  NCntl South  West
Yo % Yo % % %
Yes. 10 7 1 8 16
No a0 92 87 91 83 81
Don't know/Refused : 1 0 1 1 4 0- g
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i  Women and men were equally represented in the poll, and the median age of respondents was 44 years.

&

Overall, 43% of participants reported having at least a four-year college degree, but 30% had no education
beyond high school.

# Median household income of interviewed consumers was about $66,000, and 46% said they are employed full
time.

# Most respondents (59%) said they are married, and around 8 in 10 identified themselves as Caucasian.
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Profile
Base: Checking Account With ATM or Debit Card

Age i hold Income |
Men  Women | 18-34  35-54 55+t | <$S40K $4074K S/6K*
% %% %% % % % %% Y %
UNWEIGHTED BASE i 679 346 333 104 256 318 - 155 183 245
GENDER
Male 49 100 45 52 49 44 42 58
Female 51 100 55 48 51 56 58 42
AGE
18-34 30 28 33 100 44 35 15
35-44 20 23 17 48 7 20 32
45-54 22 21 22 52 16 19 31
55-64 15 16 15 55 13 15 16
65+ 13 12 14 45 20 11 6
Refused/Nr 0 0
MEDIAN (Years) 438 450 260 453 632 434 418 459

EDUCATION
Some HS or less 7 8 5 12 4 5 12 5 3
HS graduate 23 22 24 29 19 23 37 27 12
Some college 26 24 29 25 27 26 28 29 pa
College grad+[Net] 45 41 33 51 43 22 39 62

College grad 27 29 26 24 33 23 14 29 37

Postgrad degree 15 16 15 9 17 20 8 10 25
Refused/Nr 1 1 2 1 1 3 0
HOUSEHOLD INCOME
Under $25,000 12 10 14 24 5 11 48
$25,000 but less than $50,000 20 17 23 21 16 28 52 24
$50,000 but less than $75,000 24 22 25 29 21 22 76
$75,000 but less than $100,000 14 17 12 6 22 11 37
$100,000 or more 25 29 20 14 34 21 63
Refused 5 5 5 6 2 8

MEDIAN (000s) $73.2  $596  $520 $835 $88.2 $26.0 $58.6 $121.0
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Profile {cont.)
Base: Checking Account With ATM or Debit Card

Age sehold Income
Men Women| 18-34 35.54 '_5_5;:-_ <$A0K $40-74K $75K+

% Yo % % % % Y% % Yo
UNWEIGHTED BASE 679 346 333 104 256 31 155 183 245
EMPLOYMENT
Employed full ime 46 54 38 38 65 26 27 48 62
Retired 17 16 18 4 54 23 15 11
Not currently employed 14 8 21 27 10 7 18 19 7
Self-employed 12 15 10 12 15 8 11 12 13
Employed part time 10 7 14 22 5 5 20 & 7
Refused/Nr 0 0 0 1
MARITAL STATUS
Married 59 62 56 44 70 58 30 67 7
Single and never been married 21 23 19 50 10 5 35 15 13
Divorced 9 7 10 1 10 14 18 9 3
Widowed 5 3 7 1 17 10 4 2
Living as married 3 3 3 3 3 2 4 2 3
Separated 2 2 3 1 4 0 3 3 2
Refused/Nr 1 1 2 1 3 0 0
RACE"
White/Caucasian 79 79 80 68 81 89 74 75 86
Black/African-American 10 8 12 15 9 5 12 16 3
Asian/Asian-American 1 1 1 2 0 1 1 1 1
Some otherrace 11 13 9 15 10 7 15 9 10
Refused/Nr 1 1 1 1 2 0 1 0 0

*Multipie responses alowed

REGION
Northeast 18 16 20 19 20 15 18 16 20
North Central 20 21 20 21 24 15 26 19 21
South 37 39 36 41 34 38 31 40 K
West 24 24 24 19 23 32 25 25 25
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Stories about Overdraft Loans

Rachel of Raleigh, NC
"“[The bariks] clear the largest amounts firsi because they want to charge the ($35] fee on the $1 purchase.” —Rachel

Rachelis a married mother of three, who finds it difficult fo mancge her household when overdraff fees pite ug. Throvghout
2008, she poid $1000In overdraft fees — and in October alone she paid aimost $500. By the end of the first week in October,
when she realized she had overdrawn her account, Rachel found 7 overdraft charges for debit card transdetions. Through
the foliowing week, Rachet aiso had overdrawn on five miore debit card fransactions because she needead to Use Her card
and simply could not catch up on the overdraft fees.

All of the purchases which caused Rochel’s account 1o overdraft were for less than $20 each, and ot least half of these
were under $10. The smallest of these charges was for a $1 beverage purchased at g gos station; however, ol of these
transactions were penalized for ¢ $35 fee. In describing her bank’s overdraft policy, Roche! explained, “They clear the
largest amounts first because they want fo charge the [$35] fee on the $1 purchase.” After working with the Beter Business
Bureau, Rachel was able to get a few of her overdraft charges reversed but the bank refused to refund any more.

the overdraft fees deducted from her account took away from the grocery money Rachel uses to feed her children - she
describes: “When you're taking $300 from us in two weeks, we get behind on other expenses. 1 fiterally took us two months
to cateh up.” Although she would rather be declined on smalt purchases, Rachel would like recurring payments, such as her
car paymeants, to be processed even in the event of an overdraft - she expldined, “They should give Us an option — if it was
something like a car payment | would probably want [the bank] to put the payment through, but not the liftle debit card
purchases.”

Vanessa of Columbus, OH
"I got into this huge overdraft whirlpool that just pulled me under” —Vanessa

Vanessa is o small busingss owner in commercial inferior design who has recently been struggiing with unfair banking
practices. in May 2008, the bank which she had done business with for ten years suddenly disabled her pre-existing
overdraft progroem. Prior to this, Vanessa had a line of credit with a very reasonable interest rate connected to her account
to be drawn upon in the event of an overdraft. Starting February 2008 this option was ne longer offered but she was never
nofified of this change and incured o number of overdrafts unknowingly. Tne bank eveniually reversed these charges and
linked a new credit cord fo her account; however, the account failed 1o draw upon the new credit card and again she
was being charged overdraft fees.

After many frustrating encounters with her bank, Vanessa changed banks and was enrolled In ancther overdraft program.
Because she has a business account, Vanessa is required to call or e-mail the bank to initiate money fransfers. On twa
occasions, her bank has ered in processing these transactions, and she was charged overdraft fees. The fees are cumently
being disputed with the bank as Yonessa has documentation of completing the fransfers. Vanessa is mostly distressed
about the way banks charge overdrafls - she describes: “By the time | am notified about the overdraft, several checks have
afready processed, and the overdraft of under $25 can become as much as $200 or more. The fofal sum is mostly bank
charges.”

in her frustration, she notes. "Sometimes overdraft charges aren't posted untll 3 days affer the day of the overdraft, and
then it takes at least 2 days to get to me. This allows a lot of fime to pile up charges of $37.50 per chack, and $7.00 a day for
each overdrafi.,” When Vanessa contaciad the new bank in August and asked for an alternative overdraft solution, she was
told that it would invelve o line of credit for which she did not qualify. Almost five months laier, Vanessa confacted the bank
again ond was now offered the option of opening o savings account which could be drawn upon in the event of an
overdraft. Vanessa is fed up with the errors, overdraft fees, and misinfermation from her bank. She plans to close her
account as soon as the oufstanding disputes are settled.

Richard of Elk Grove, CA

"What actually happened was, my bank had not reversed any of the holds — even the oviginal hold of $100, and had
subsequently placed $762.00 in holds on funds in my account.” —Richard

Richard and his wife were In the final stages of buying o home, and rented a U-Haul fruck for the day that they were

expeacting to move, Unfortunately, they closed escrow five days laler than orginally planned, and ended up keeping the U-
Haul ruck dirhg that time, The U-Haul renfal cénter initially charged a $100 hold fo cover the cost of the rental agreement.



On the fourth day, Y-Haul ploced ancther $400 hold on Richard's accourtt, for which e began incurrinia $30 overdraff feas
as the money the bank was holding for -Haul was no longer part of his avaiiable balence.

When Richard cantacted his bank, he was told that the two holds would e revarsed on the 30th of the monih. Howeaver,
when Richard returned the truck fo U-Haul on the 24th, the cgent fold him that the two previous holds had been reversed:
and he was only baing charged the cost of the actual rental - $262.00. Richard explains, “What actually happened was, my.
bank had not reversed any of the holds - even the original hala of $100, and had subsequently piaced $742.00
{$100.00+$400.00+3$262.00) in holds on funds in my account.” In total, Richard was assessed 8 overdraft fess ($240) that Fis
bank was not willing 1o teverse. if The bank had nagt processed the holds and the actuch anmount due at the same hme
Richard would not have incurred any overdrait fass.

Joyce of Greensboro, NC

Joyce rums a small business out of North Caroling, and has very recently run into trouble with overdraft fees, In Jomuary 2009,
Joyce overdrew her businass checking account and Bank of America ransferred $155 from her personal account without
noftifying her, to cover the deficit. A week lofer, Joyce had also overdrawn her personal business account 7 times for $35
eqch, becouse her bonk’s unauthorized money fransfer left her personal checking account in the negative. One of the
charges which caused an overdraft fee was for as litile as §5, while most of the others were for less than $35.

With the current state of the economy, Joyca's businass has not been doing very well. The money that she uses from her
Social Securly checks fo support the minimal expenses of maintaining her business was being canfiscated for the overdraft
fees she owed Bank of America. Joyce contacted the bank and was given the run-around. When she finally spoke with the
approgriate representafive, she was offered a reverse on the overdraft fees if she could pay the amount she actually owed
— Dot Joyce simply did not have the money ot the moment. Baecause she could not pay immaediately, the bark
repraesentative told her, “if you're not going to pay us right away we're not going to remove your overdrafts — we'll be
turning your account over to collections.”

Joyce was never given the cption fo opt-out of her overdreft profection. nor could she recall when her bank had adopted
this poliicy. She couldn't believe how quickly and unexpeciedly everyining happened as she explained: "Thursday my
money was there, and Friday it was gone. All of a sudden they take the money out and everything is overdrawn.” Joyce
chose o fake her business elsewhere and no longer does business with Barnk of America - she describes " would not wish
Bank of America on anybody.”

Linda of Vailey Village, CA

Linda is an independent controc%or from California who does not usually have problems with overdroﬁs However in
February 2005, Linda incurred over $500 in overdraft fees because Wells Fargo had not nofified her of the negative balance
in her account, and continued fo aliow charges on her debit card. Oné week from the initial overdraft, Linda had
unknowingly overdrawn her account 15 fimes — half of these transactions were debit charges under $2{) and only three of
these purchases weare for more than $33.

Upon discovering that her account was charged $33 for each of these ove;drof’rs tinda comocied %he bonk and asked for
the fees 1o be reversed. Strangely enough, Linda describes: “l was fold that a bank manager had been aware of the
overages from the very first {overdrafi], but because | was a longtime customer he let them go 2hrough " Linda objected to
this explanation. She would have preferred that her purchases be demed 50 that she would become immediately aware
that-her account was in a negative balance. Eventually, the bank cgr@ed fo reduce the fees by $166 and Linda still ended
up paying $331 for overdrafts that wouldn't have occured had the initial overdraft purchase been declined, On her next
statement, Linda was surprised fo also find a $2 fee for specking to abank representaiive over ihe telephone.

Linda was not given the option to opf-out of overdraft protection, norwas she aware that this was possible. Afier this
rcident, Linda has been careful not to overdraft but st remains wary of her bank's policies - she explains “f that was their
way of rewarding ¢ longtime, good customer, something is definitely wrong.”

Justin of Clifton Park, NY
"To tack on fees and change policies to increase fee income is completely intolerable.” — Justin

Since the beginning of 2008, Justin has incurred excessive overdrafts because of an arbitrary change in his bank's policy.
Justin keeps two accounts separately - one for general spending, and the other for bills. He explains, “Praviously, the baonk
would process credifs prior o debils so if l went over in my spending cccount | could transfer money from my bills account
and e coverad with no overdraft charges. This has changed: now if | go over in my spending account, which | have, even
it ronsfer money the same day (which is immediotely available), | receive an overdraft fee.” Now, in addiiion to not being
able to replenish his account immediately in order to aveid overdrafts, he is aise being charged additional overdrafts as his
bank chooses to debit the larger overdrafts before the smaller ones,



At one point, Justin was charged $385 for 11 overdraits over a fen day period. Some of these fransactions ware far less than
310 - all but two were worth less than $50. Eventually, after multiple telephone calls to the bank, Justin was refunded $100 of
his $386 fotal overdraft fess. Justin would rather have his debit card denied on fransactions thaf would cause oveardrafts, He
wishes that he could choose whether the bank should cover fransactions which overdraw his accounts, and he feeis that
"o tack on fees and change policies fo increase fee income is completely intolerable

Catherine of Mesitor, OH
Some of the overdrafts were direetly cansed by the fees themselves. " —Catheritie

Cathering is a disabled single mother raising fwo disabled children, who has recently gone back to school for anursifig
degree. She struggles to cover her family's expenses with the Social Security DlSQb ity checks that she receives, ond
sometimes there just isn't enough.

In August 2008, Catherine received about $1200 in overdraft fees for overdirafis fotaling less fhan $300 without even rediizing
it. At least half of these $39 overdraft fees were for $1.75 coffess which she purchases betwsen classes when she doasn't
have fime to eat. Catherine explains, "Some of the overdrafts were directly caused by the fees themselves.” Prior to this, her
bank had alfso heid her deposits for a nine day processing period, leading to overdrafts when she paid bills before her
money was avaitable,

After two weeks and $1200 in overdraft fees, Catherine contacted her bank and asked about opening & line of credit
through the bank to be drawn upon in the event of an overdraft. She was 1old by the bank representative that this option
was not avallable, but that she could opi-cut of the overdraft program. Catherine had never been informed that this was
possible and enthusiastically chose o opt-out. She has had no overdraft problems since.

Vickie of West Virginia
"Banks are making a killing with overdraft fees — they rob people without a gun and get away with it.” —Vickie

Vickie relies on Social Security checks as her only scurce of income and is having trouble with her bank's overdraft policy.
Over the past eight years, Vickie has paid her bank over 31,000 in overdraft fees alone. Cn one of these occasions, her
account was overdrafted by only 2 pennies, and for this she incurred an overdrafi fee of $34. When she first opened her
account in 2001, the fee for overdrafts was $30 - and over the years It has increased to $32 and now is $34.

Vickie has clso experienced overdrafts fees triggering other overdrafts becauss her bank does not nofify her when she has
anegative balance. Often times, these overdraft fees are deducted from her social security check degposifs which she finds
particularly upsetting. She describes, “If you miss one fittle thing in [your account], it can set you way back.”

In her frustration Vickie explains, “if [the overdraft] was just two dollars, they didn't care —if two doliars knocked vou out of
balonce then [the effect] s ike dominos, they just don't care.” For now, Vickie nervously watches her account balanees in
fear of overdrafting again,

Mary of Toiland, CT

Mary has suffered greatly from excessive overdraft fees. As a freelance administrative assistant, she hc:s mony responsibilities
that don't leave her much time to watch her bank account. On counfiess occasions, Mary has deposited checks thinking
that the amounts would be available immediately - as the bank tellers assured the deposits would "go in right away™.
Unfortunately, Mary has overdrafted her account on numerous occasions because her bank sometimes put ¢ hold on her
deposits, figgering o $25 fee each fime.

In one instance, Mary was charged $400 in overdraft fees resulting from a delayed depasit. These fees were later reversed
after her bank acknowledged ihat she hod not been af fault. Mary has also had frouble with restaurants and gas stations
putting holds for "doubie or triple” the amounts of her purchases, leading to more overdrafts even though she had enough
in her account to cover the actual transaction amount.

Mary estimates that shie has incurred overdraft fees at least 50 times insituations over the past year where unfair banking:
policies have led her 1o overdraft - 80% of these overdrafts were for purchase omounts much less than $25. #f she could,
Mary would prefer to be declined Dy retailers in the event that her debit fransactions would cause an overdraff, Afler mare
than $1230 in overdraft fees, Mary is tired of haggling with her bank.

Clifford of Spokane, WA

Chfford has been stung by high overdraft loan fees, fike many Americans, After he lost his job in 2007, he got hit with multiple
overdraft fees, even though he has tried to keep a close eye on his finances.



Cver the past two years he estimates that he has overdrafted 70-80 times, and 80% of thase fransactions were for amounts
much tess than the $35 faes which were debited from Ris checking account each fime. He offered this axample: “if |
overdraft my account for o $5.50 ransaction and my bank charged me $34, the interest rate for that miniloon is quite large
- 418.18%". Some of these fees were caused by holds on his deposiis. as well as overdrofls induced by other overdrafls. He
also points 1o the problem of hoving two debit cards connected to ajoint account, and the inevitable difficulty that he and
his wife experience in constantly tracking their balance. From his experences, Clifford admits that he would rather be
declined af a refailer and suffer the embarrassment than put himself another $35 in tha negative,

Not being allowed to opt-out of his bank's “overdraft protection” policy has hindered his financicl situation significantly. On
mulfiple occasions, he contacted his bank and was denied the ability fo opt-out of the program. As an alternative, his bank
suggested that be link his checking account o o second account. Clifford now pays a $15 transter fee every fime he
overdrafts his checking account, and the amount is borrowed from the secondary account. He admits that this is stili less
than the previous $35 fee, but objects fo the idea of paying the bank fo borrow his own money.

Nancy of Tampa, FL
"I cannot accept as fair and reasonable, a 535 fee for a $2.79 cup of coffee!” —Nancy

Nancy is a divorced mother, raising two children without child-support - and with such a tight budget she sometimes
overdrafts her checking account because the bank will aliow an ATM purchase to go through, even though the funds are
not available. She overdraws her account about 3~ 4 fimes ) per year at $35 per item each fime. Sometimes there are as
many as six $35 overdraft fees assessed to her account at one time. Aporoximately 90% of the overdrafis are caused by
transactions worth less than $5. Most of these overdrafts ocour during fost food or coffee purchases for $2 - $3, or charges ot
the gas station when she uses her debit card.

In February 2009, Nancy noticed that shie had incurred multiple overdraft charges even though her online statement did not
show any negative balances. After contacting her bank, Nancy explained: "The bank claims they are jocking ot o *different
screen’ than the screen they provide me of my accouni onfine. They claim their screen is in 'real fime’ and the oniine
screen provided for clients fo view is not.” Through providing documentation and by making numerous complaints, Nancy
was eventually refunded $87 out of the $175 she was charged for the 5 overdrafts. An issue which she wasn't able to fix,
:however was the fact that her bank pays larger debits before smaller debits causing her 10 ingur maore overdrafts than
necessary. Her bank's policies affect Nancy greatly: “if you lwe week to week like most of us, you can't afford fo be out
$175in overdraft fees; pc;r%xcu ary when your balance can-cover most of the ifems, but thebark is c:hoosmg to pay the
ic:rger item ~ thus assessing numerous overdraft fees on the smcﬁer items.” Nancy feels that the bank should be required to

“pay as many items as they can with the amount of money we have in our checking account, and- only assess a fair and
reasonable fee for the items the account does not have funds 1o cover.” Nancy went on 1o state that “a §35 overdrafs fee
is abusive on a $3 fast food purchase - the bank should be required to charge a fair percemage of the actual charge as
their fee." Nancy explains, “A smaller item would incur a smalier fee, while a larger item, such as a car payment or
‘mortgage payment, would incur alarger fee, This would be c fc irand reasonable practice by the very banks as a taxpayer
Fam baifing outt” .

In her banking experience, Nancy has also had probiems with restaurants placing holds on her deb t cord, She explains,
had a $20 meat - [the res?curon?} swiped my card and | received a $20 hoid. After | added $5 for the lip, they swiped
‘another $25. {The bank} was now applying two holds for a total of $45 against my account. it took 3 days for the first hold of
$20 to drop off." These holds cause overdraft fees that cause evéen more overdraft fees because her account remains in the
negative - even though she actually did have enough money in the account ic pay for the meal injfially,

Nancy wants to be able to choose the types of fransactions fo apply her overdraft protection to, but rediizes this option is
not redlistic. She says, " the bank requires all or nothing ~ I would choose nothing,” and continues to explain, *if you don't
have the monay in your account, your ATM card should not let you make the purchase— but more often than not the banks
let it go through because they know they can hit us with that $35 fee per ransaction.” When she attempted to optout of
overdraft profection with o bank representative, she was told that if a transaction come through and there wasn't enough
money in her account to cover i, they would deny it but would stilf charge her $35 for an “insufficient funds™ fee. The bank
represaentative further explained that " we pay the item as a courtesy 10 you, you will be charged an overdraft protection
fee of $35, If you opt out of overdraft protection, we will stilf charge vou g $35 fee, which we call an insufficiant funds fee for
refuming that item. Cur bank has every right to charge the fees we assess.” In closing, Nancy really feeis that the dollar
amount of the fee they charge is “obusive.” Nancy reiferafes that “the overdroft protection fee ond insufficient funds fee
need o be based on o percentage of the actual charge. it is cbsurd to charge ¢ customer $35 for a $2 transactiont if the -
bank wanted to charge me a $35 fee for péving my $1,200 rent check, | could accept that as fair and reasonable.
However, | cannet accept as fair and redsahable, a 335 fee for g $2.79 sup of coffael”



Justin of Crestone, CO
" [the representative] said his hands were tied because the bank rules were the bank rules...” —Justin

Because Justin's business accepis credit cards, he Is reguired to keep d merchant account connectad to his Chase
business account. This merchant feature accepts the full amount of ¢ customer's payment and depasits the credit into the
busingss account, and then automatically deducts a fee for the use of the merchant account,

In Ocfober 2008 Justin's credit card deducted $250 from his checking account as part of his monthly auto-pay - he was
unaware that he had less than $250 in his account at the time. Justin was charged o $35 fee for being overdrawn. Justin
then used his business debif card fo make a $400 purchase causing another unintentional averdraft — he assumed that if
there was not enough money in the account to cover the transaction it would be denied. Within three days, justin had also
accepted a credit card payment from a customer for $150, and when the merchant account deducled its $4.48 usages
fes, Justin incurred another $35 overdralt fee. Because Justin did nof regiize that his account was overdrawn, he was
charged an extra $27 50 fee for each of the two overdrafts that were leff urresoivad.

With $7160 fotal overdraff fees in just three days, justin contacted his bank representative. Justin recalls, “[the representative]
sciid his hands were tied tecause the bank rules were the bank rules — when | fold him that | don't want overdrafts, and that
it have insufficient funds my charges shouid be denied, he told me that he could not turn off my overdraft service.”

Eventually, half of Jusiin's overdraft fees were reversed - but he explains, “With my business, it tokes af least $150 o make a

LIFTE)

$70 profit.” Although he was able to reduce his overdroft charges, lustin aitibutes his experience to Chase’s "bad nolicy.”
‘Don of Ohio
"It was a snowball effect, I couldn’t get away from it —the more you put in the more they take out.” —Don

Don and his wife rely on a limited income ~ the paycheck from his part time job, and the social security payment she
receives for disability. Don checks his account balances regulorly, but has recently been hit W|Th a flurry of overdraff fees
because of his bank's overdraft policy.

in October 2008, Don used his debit card and overdrafted his checking account by 85 cents. 8éfore the bank opened the
next day, Don deposited $30 at the ATM thinking that this would cover the 85 cent overdraff — only o discover a day later
that he had incurred two overdraft fees, one for the 85 cents and the other because the $30he had deposited did not
cover the deficit caused by the first fee. The second overdrafi mgg@red another overdraft fes ond g $5 per day fee for
each was also added. Altogether Don got hit with $120 in overdraft fees for an 85 cent overdraft. After haggling with this
bank, Don reached a compromise where he only had fo pay ong of the $35 overdraft fees. T

A few months later, in February 2009, Don decided to make a carpayment through his bank's online services, for the first
fime. When he piaced this payment for $3%99. the website stated that it would take 5 business days for the fransfer to
process. To his surprise, in a few days, Don checked his account and found $468 in overdraft fees. Over two days, Don had
vsed his debit card to make a number of small purchases, mostly under $10, with the understanding that his car payment
would be pending for 5 days. To the contrary - the bank had deducted the $399 immediately even though the fransaction
was still processing, and left his account $64 overdrawn. Each of the smali purchases incurred the $35 overdraft fee and he
was also paying a $5 per day fee for each overdrafi. Luckily, Don was abie to negotiate his $448 overdraft fee down o $66,
which he thought was unfair, In refrospect, Don expiaing: “fsixty six dollars] wos o hell of a iof more thon a 42 cent stamp,”
which is what it would have cost him o make his car payment by maiing a paper check.

He would have preferred that the bank decline ol of the fransactions which caused overdrafts. . Don has resolved never {o
make an oniine payment through his bank again and is exasperated with ali of the trouble he haos gone through becouse of
the bank's overdraft policy.
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