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JCUA Na t i ona l  C red i t  Union Adm in i s t r a t i on  

)ear NCUA Na t i ona l  C red i t  Union Admin is t ra t ion :  

-he proposal  w i l l  l i m i t  t h e  a b i l i t y  o f  c r e d i t o r s  t o  increase t h e  i n t e r e s t  r a t e  on an 
~ u t s t a n d i n g  c r e d i t  card balance. Whi le  t h i s  p r o v i s i o n  does not  appear t o  be an issue, we a re  
:oncerned t h a t  t he re  may be s i g n i f i c a n t  processing and cos t  issues.  

i l s o  regard ing  t h e  p rov i s i on  t o  l i m i t  a  c r e d i t o r ' s  a b i l i t y  t o  inc rease  t h e  i n t e r e s t  r a t e :  
11) consumers can manipulate t h e  process by guaranteeing lower r a t e s  by c a n c e l l i n g  t h e i r  
:ards and j u s t  opening them somewhere e l s e  t o  ge t  a  b e t t e r  o r  i n t r o d u c t o r y  ra te ;  (2) t h i s  
~ r o v i s i o n  w i l l  encourage even more o f  a  s h i f t  t o  v a r i a b l e  r a t e  cards; (3 )  t h i s  may a f f e c t  
. n i t i a l  p r i c i n g  o f  c red i t ,  which may be h igher  t o  o f f s e t  l o s s  o f  revenue by no t  be ing ab le  t o  
.aise r a tes  on e x i s t i n g  balances; and (4) we b e l i e v e  consumers should be ab le  t o  e l e c t  t o  pay 
:he h igher  r a t e  i f  they  want t o  cont inue accessing t h e  c r e d i t  card account, as opposed t o  
)e ing requ i red  t o  c lose  t h e  account and cont inue pay ing t h e  balance a t  t h e  lower  r a t e .  

'he proposal  w i l l  p r o h i b i t  c r e d i t o r s  f rom assessing a  f e e  i f  t h e  consumer exceeds t h e  c r e d i t  
. i m i t  s o l e l y  because a  ho ld  i s  p laced on t h e  a v a i l a b l e  c red i t ,  such as when t h e  ho ld  placed 
)y t h e  merchant exceeds t h e  amount t h e  consumer i s  ob l i ga ted  t o  pay. The f e e  may be imposed 
.f t h e  ac tua l  amount o f  t h e  t r a n s a c t i o n  exceeded t h e  c r e d i t  l i m i t .  C r e d i t o r s  w i l l  a l s o  no t  be 
lb le  t o  impose a  f e e  when t h e  ho ld  on t h e  t r a n s a c t i o n  causes a  subsequent t r a n s a c t i o n  t o  
?xceed t h e  c r e d i t  l i m i t .  We agree w i t h  t h e  concept t h a t  o v e r - t h e - l i m i t  fees  should no t  be 
.mposed i f  i t  r e s u l t s  from holds p laced by merchants t h a t  exceed t h e  amount o f  t h e  
: ransact ion.  
lowever, t h i s  may create processing issues, e s p e c i a l l y  s ince  c r e d i t o r s  have l i t t l e  c o n t r o l  
wer t h e  holds t h a t  are placed by merchants. We b e l i e v e  merchants w i l l  need t o  work c l o s e l y  
r i t h  c r e d i t o r s  t o  b e t t e r  d i sc l ose  ho ld  amounts and t h e  dura t ion  o f  these  holds i n  order  t o  
lnsure consistency and transparency. 

as t l y ,  f o r  d e b i t  card t ransact ions,  t h e  proposal  prevents c r e d i t o r s  f rom assessing a  f e e  i f  
he ove rd ra f t  r e s u l t s  s o l e l y  by a ho ld  placed on funds t h a t  exceeds t h e  purchase amount o f  
he t ransac t ion .  We agree t h a t  o v e r d r a f t  fees  should no t  be imposed i f  i t  r e s u l t s  f rom holds 
llaced by merchants t h a t  exceed t h e  amount of t h e  t r ansac t i on .  However, t h i s  proposal  may 
rea te  processing issues, e s p e c i a l l y  s ince  c r e d i t o r s  have l i t t l e  c o n t r o l  over  t h e  amount and 
iming o f  t h e  holds t h a t  are p laced by merchants. 



-LD L 
be l i eve  t h e  NCUA Board should continue meeting w i t h  the  f i n a n c i a l  serv ices indus t ry  and 

l e i r  processors t o  discuss t h i s  issue f u r t h e r  before f i n a l i z i n g  these prov is ions .  

incerely, 

?remy Parker 


