ANK OF LEE'S SUMMIT
P O, Box 347
Lasen's Bumimit, Missown G4003-0347

September 27, 2000

Fecdderal Deposit Insuranoe Corporation

RO PDIC FIL-47-2010 dated Aagust 11, 2000 “Overdrealt payment Sopecvisory Cuicdamoe™

Thar Bank of Lew's Summit appreciates the opportunity to conument on the above-relerenced guidanoes.
Bank of Loe's Sumimit has been serving our customers and our community for over 142 years, we
certainly undorstand that the traditional depsosit acoount relationship betwesn banks and their customers
has evalved and continues to evolve, primarily due o increasing ways that accounts can be acooased,
The evolution presents challenges for banks and thoir customwrs,

While techmical innowvations in many cases are aheacd of the Llaw, many potential peobloms can be avolded
wihen both bank customaers and banks am diligont about their responsibilities in connection with
transactions o doeposit accounts. Fowever, thivd parties can al=so have an impact that is outsics the
control of the bank or the customes, including merchants posting point-of-sale transactions in o manner
that can causs a customar’s snapshot scosunt balanoe o be inascousrate doe 0o the merchant’s proceduares,

In oar opinion. the proposcd Chverdraft Pavment Suporvisory Guidanoe goes beyond what hos
traditionally been provided through interageney guidanoe — which is additional support or direction to
help Banks develop policies and procedoanes to comply with existing laws and regulations. As outlined
belovw, we believe that certain proposcd provisions go Beyood puidancs by improsingg ox pectations that
are not currently reguined by law or reppulation, and that would effectively presmpt Bissouri lave.

I acldlitior, il the FLMC pursues the adoption of this Guidancs and the Feders] Reserve Board and OO
o not adopt any guidanoce, FIRIC-regulated banks will be placed at a competitive disadvantage due o
increasing oosts and burdens they will have o undertake to comply with the CGuidance., Weo bBolieve that
any guidance onoa topic of this nature should alvways bo Interagency — not just from one agpency.

The following comments ave directed at specific provisions of tho proposed Ovordralt Payoment
Supervisory Cuidance;

FIOIC expects financial institutions to provide clear and meaningful disclosures and other
communications about overdraft payment programs, features, and aptions. hany regualatory
reuiremenits currently sxiat, requiring disclosures to consumers regarding thelr accounts. Suggested
macel forme and clauses to provide these disclosures have been adoped through consumesre testingg By
the regulatory agencies. Blost Banks use thess model forms verbatinm as a safe harbor to ensuare
cumpliance, also making it easier for customers o compare fees and practices by account and by bank.
This proposed Guidance seoms to suggest that the FIDIC expects disclosures Beyond those alrescdy
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required by Begulation 1202 and Regulation B These repualations clearly reguire information akboot
overdraft fees o be disclosed to the customer prior to account opening. on customer statemeents, ancl
upon request, IF the FDRIC expects additional disclosures, that shoald be accomplished through
propased rulemaking by the Federal Reserve Board to amend Regulation D andfor Hegulation B, mot
through this Guidanos,

FIMC expects financial institutions to demonstrate compliance wilh new overdraft foe disclosoare
requirements that mandate providing a nolice and reasonable opportunity for costomers Bo
affismatively choose fec-basod overdraft coverage of AT withdrawals and one-tine point-of-sale
debit card transactions,. Gank of Lee's Sumnmit agrees that coversd Banks shoualed bBae fully compliant sweith
the regulation. What does the FIZIC mean by “demonstrating complisnoe? Exam procedurss o
additional information sill be mecessary to know what will be expected of financial instituatioons go
demonstrate compliance when they are examined.

FRIC expects financial institutions to promptly honor customers” regquests to decline coverapge of
overdrafts resulting from non-electronic transactions. Thore is ne provision n existing laws or
regulations that roguire a financial institation o do so. Do fact, the mode] form adopeed by the Fedoral
Roscerve Board in the recent change to Regulation B contained sworbiage stating that the bank may
muthorize and pay overdrafta for chocks and automatic bill payments, recognizing the bank’s right o do
g, Hrom a competitive and customer servioe stand poing in our opinion Banks ssould honor thoic
custormers’ requests toodecline the payment of overdrafis rosualting from non-clectronic transactions (and
werturmy the items instead ), but this Culdance is not approprinte in “expecting” banks to do so when thene
is o accompanying law or regulation to poing bo requiringg such practice.

PN expects financial institutions Lo give consumens the apportunity to afficmatively choose the
overdrall payment product that overall meets their needs, Thizs expectation implics that every bank
wfferrs more than one overdraft payment product. Banks (rom a competitive and customer servioe
standpodnt will offer the products and sorvicoes that Best fit their market and customer base. MMany
womumnunity bankas do not affer overdeaft lines of credit as the open-end disclosures roguiced by
Regulation & are extremely comples and sedquire an investmant in tochnology and resouroes that may
not b feasibleo. Customars bave the cight to receibve Regulation I disclosures prior to account aponing,
describlng the feses and featares for an acoount — iF the bank doos not affer the foes and features that soit
tharir meecds, they can loak for an account eleewhere.

FIMC expects financial institutions to monitor accounts and take meaningiful and effective action to
limit use by customers as a form of short-term, high-cost credit, including. for example, giving
customers who overdraw their accounts on more than six eccasions where a fee is charged ln s rolling
twelve-month period a reasonable opportunity to choose a less costly allernative and decide whether
to continue with fee-based overdrall coverage. Several terms are used in connection with this

s thiat are very subjective, The FIDIC states that banks shouwld monitor prograsms for “esorssive
custormer use” and also should undertake “meaningiul and effective™ follow-up actions, Mo
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lavy or rogulation requires a financial inetituton o take elther of these actions. This expectntion swoaslod
impose an ncredible burden on banks. Customers receive information o their atatements detailing the
amount of overdraft fess they have incurmed (per statement cycle ancd year-to-date). I customees over
any period of tme (ncluding the very (irst time they are assessed an overdeaft fee) feel thowse fees arc
excessive, they certainly have many options — close the account, enesare they do a better job kecping trock
of their transactions, ingquire at the bank about options that may work better Toe theeern, ask ter orpst-onat of
payment of overdralts on their acoount, oo,

Trom a practical standpoint, this expectation would be esteemely dilficalt to implememt. For example,
Foww are these six “occasions™ countsd? By acoount, or, by customaer? What if the custoner hos three
accounta? Custormer relationships and accounts change constantly ancl this bypee of monitoring sconalod bae
extremely costly and burdensomne.

Thar FIOC e prrets follons-up action to include contacting the customer by person or via telophons. This
would require enormous rescources of the bank and implies that the customers would weloome such an
intrusion by the bank, What an awkward and potentially insulting conversation from the customor's
viewpoint! 1 the customer has already affirmatively opted in to the bank's payment of overd rafts wio
ATR arned orwe-tirme debit card transactions, why should they be contacted again after they hasse incureed
overdrafts and be glven a “reasonable oppormimity to decide™ (also subjective terminalogy) whether bo
cortinee, sl ey have the right to opt-out at any Lm,

Banks from e safety amd soundness and risk management standpoint have reasons oo mondtor thaeie
averdraft programes. It should be at the bank’s discretion whetlver o take any action in conmection with a
customer who may have excessive overdrafts — as determined by the bank, not by a “one size fits all™
standard. The bank may feel it is appropriate to stop paying overdrafis, close the account, or reach oot
ter the custormer. but that should e the bank’s cdoecision,

FIDIC expects financial institutions to institute appropriate daily limits on overdraflt feos. This
proposed guidanoe goes beyond cureent Lavw. Missour law contains o limits on what o bank may
charge for an overdraft foo, and doss not impose a daily limit. The marketplace should, and cdoos dreive
this issue, and many banks, including Bank of Leg's Summit have adoptod such a lmit as o compstitive
strategy. What is considorod “appropriate™ in the eyes of the FOICT

FIMLC expects financial institutions to not process transactions in a manoer designed (o maximize the
cost to conswmers. In the past there have been a numbseer of scays to process paper checks; there wans
processing by high-low amounts, low-high amounts, and chronologically as the paper checks appearecd.
In Missouri this was allowed by sectlon 40064-303{b) ESKMo. wihere the bank is allowed b0 process tha
paper chieck in any order, exoept for certain legel processes. Some banks are unable to provide
imrmerciate debit acoeas to the deposit account on a 24 houn/7 day basis. While chironologicoal orderingg
based on the timne of the check receipt sounds rensonable, many more fransactions than just checks can
acoess accodunts, and the technology is ot peerfect and conginues to evalve, Customers have bo
understand that what appears as a “balance”™ at any given time may have transactions poodiong that weill
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affect that balance and it is imporative that they keep track of ewvery single transaction that wsill debit or
eredit thoelr acoount.

Whe FIC will take supervisory action whoere overdraft payment programs pose unacceptabile safety
and soundness or compliance management system risks or result in violations of Laws or regulations,
including unfair or deceptive acts or practices and fair lending laws. Danks are recuired to fFollow laws
and obwey thens the lederal ook eegualator is sompreescered tor reviews the bank’s action and critleize i, We
elor ot belivwve ovendraft payment programes poss an unacceptable risk for safely and soundoess or that
they are desigred to b detrimental bo customers. D customers did mot seant those Brpes of progroms,
thay would have vanished long sgo. While customaers may disagres philosophically sith the Bbank’s
prayrment of overdrafts, more tmaes than not customers are relisved that the bank has covored thesic
payment o avoid embarcassment and aosee oo consaguenees of having their check retummed unpaid.

The FIXIC states that institutions should incorporate the best practices outlined in tho 2005 fodns
Cprdelaariee ol Crodrdraft Protection Progreams, This g vowr mhates that “the best practices, or principles
within tham, are enforeable to the extent they are required by lave.” Banks should be allowed to decides
wihether or not to implement the “Best practices™ outlined in the 2005 CGuidanos that are not recguired by
Laww.

Conclusion. Bank of Lee's Summit Balieves that the vast majority of banks respacts theie customers and
has acted responsibly towards thoem. As we move into s new era with the Dodd-Prank Act, there are real
immiaers aboast the armount of repualation (and the associated costs) a bank may absor and stay in boasimess,
There is no perfect formula bo make the overdeall go asway, but financial sducation — particalarly at the
high schosel level < ahouald haelps aloog with fair disclosune by the banks, and personal responsibility from
their customers, We strongly support consumer Fnancial cducation and have been active in BMissooari's
efforts to promote financial lteracy. The state of hMissowr s one of three states that redquire s personal
Financs credit toomeet high school graduastion reqguirements (legislation pushed for by the Missouars
Pankers Association). Bank of Lee's Summit actively solunteers at our local bigh sehesols, ecdacating
students on financial responsibilitios, whothor it be managing their checking accounts or maintaining a
runpeasilde lovel of debt, 1t is in everyone’s best interest that bank customers are informed so they may
make the best decisions to manage thoir finances, Any afforts by the FOIC in prowviding fnamncial
wrelucation wonalad Bo waloormad,

Thank you for your time and thoe comsideration of our comemens,

Respectiully,

-éz_n-_”_';,

Wayne . Forgoy
Fresident O E. O





