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ORANGE COUNTY
COMMUNITY HOUSING CORPORATION

October 9, 2006

v

Steve Hanft

T.egal Division

Federal Deposit Insurance Corporation
550 17" Strect, NW o
Washington, ).C. 20429

VIA FACSIMILL (202) 898-3838

VIA EMAILL: commentsi@fdic.gov

Re:  Study of Overdrafi Protection Programs
Dear Mr. ilanl,

Orange County Community [Jousing Corporation wrilcs in response 1o the notice and
requcst for comment on the FDIC’s proposcd onc-time collection of information op the
fontures and cffects of overdraft protection prograims. We strongly urge the FDIC to
proceed with such un investigation. :

Our residents almost always enter our apartments “unbanked” and our first task in
moving them to increased self-sufficiency is to get them into their first bank account.
Unregulated overdraft fees are the cnemy of moving our families to banking as they run
back Lo money orders becausc of the high expense of overdrafls.

Overdrall protection programs have the potential to be one of the most predatory of
financial products. These progrums transfer billions of dollurs in fees assessed to
unsuspecting consumers into bank profits. Becausc the payofy for financial institutions is -
so great, the nced for strong regulalory oversight is heighlened in order to cnsurc that
consumers are sufficiently protected.

Ovcrdrafl fecs can have scvere economic consequences for consumers, and can force and
keep consumers out of the financial mainstream. Accordingly, the California
Reinvestment Coalition and its members have developed the Fsscntial Bank Account as
one allcrnative to these high fee accounts. The Esscntial Bank Account is a checkless
checking account that makes it unlikely thal customers will e able to overdraw their
aecounts. Citibank has been offering this product in San Diego, and Washington Mutual
is now oflering a version of it statewide in California.

In order to enhance the quality, utility and clarity. of the information to be collected, we
urge the I'DIC to consider the following issucs in ils investigation of overdraft protection
programs:

o Introducing the product. What precisely arc cuslomers told about overdraft
protection oplions when they open an account?
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Volume. How many customers overdraw their accounts each year? How muc
fee income is earmncd by banks annually as a result ol overdraft protcction
programs? L

o High to low check clearing. Do institutions clear the lurgest checks first and then
smaller cheeks, which necessarily results in more instances of overdra/l?

e Notification. Do ATM machiries clearly wam customers before cach transuction
if they are about {v overdraw their accounts and-incur a fce?

o TFees What are the fees assessed to customers.who overdraw their accounts? Is
there a fue for each duy the account is in arréars? For how many days are daily
fees assessed? LT :

o Costs. What arc the costs to hanks when customers overdraw their accounts and
the banks cover the overdrull through an overdrall protection program? How does
{his cost to the banks relatc to the fees chargéd to consumers?

o Channels. What perccnt ol overdraft protection fees charged at cach bank come
from hounced cheoks, what percent from A'YM withdrawals, what percent from
debit purchases, etc.? o '.

o Steering. What percent of bank customers who are in an overdraft protection
program are from groups protecied under the Fqual Credit Opportunity Act? How
does (his relate to each bank’s overall percent ol customers from these protected
classes? - -
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The EDIC should documcnt thesc pructices, urge compliance with existing best practices,
require beter public reporting of overdraft fees as a stand alone item in Call Reports or
 other disclosurc document, and revisit the best practices in light of the findings from this

investigation. ' :

Finally and importantly, the FDIC and sister agencies should reversc their decisivn not
apply the Truth in Lending Act Lo overdraft protcction programs.

We urge the FDIC to proceed with the proposed study and to vindicate the consumer

protection principles implicated by these programs. Thank you very much for your
consideration of these vicws.

Sin7cly,
AllenP. B (@Mmr

Orangs County Community Housing Corporation

Ce: California Reinvestment Coalition
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