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January 14, 2011

The Honorable Bill Huizenga
U.S. House of Representatives

1217 Longworth House Office Building

Washington, D.C. 20515

Dear Congressman Huizenga:

First of all, let me congratulate you on your appointment to the House Financial Services Committee!  We are delighted to have the opportunity to continue our relationship and work with you on issues affecting credit unions.  We hope you will feel free to reach out to us with any questions you may have.  

On behalf of the Michigan Credit Union League (MCUL) & Affiliates, I am writing to urge you to ask House Financial Services Committee Chairman Spencer Bachus to please hold a hearing on the Federal Reserve Board’s recent proposed rule on debit card interchange.  The MCUL & Affiliates is the statewide trade association representing 330 of the state's credit unions with a combined membership of nearly 4.5 million Michigan residents. 
While Congress intended to protect small issuers with an exemption in Section 1075 of the Dodd-Frank Act, with regard to debit interchange, we remain concerned that there is a lack of enforcement within the Federal Reserve’s proposal to ensure that small issuers will not be subjected to the structure developed for large issuers.  In addition, there is no guarantee the payment card networks will in fact operate a two-tiered system, one for larger issuers and another for small ones, which will also be necessary for the exemption to work.  
The Credit Union National Association (CUNA), our national trade association, also shares these same concerns and sent a letter on January 3, 2011 to Chairman Bachus and Ranking Member Barney Frank, urging them to hold hearings as soon as possible on whether or not the exemption can be implemented to protect small issuers as Congress intended.  As one of our delegates from Michigan on the House Financial Services Committee, we are reaching out to you for your assistance on this matter as well.  

We have stated many times that we are troubled by the fact that Congress held no hearings on the interchange issue prior to the enactment of this amendment within the Dodd-Frank Act.  A comprehensive Congressional review should be conducted on the implementation of the interchange proposal before a rule is finalized by the Federal Reserve.  In addition, while there was no assurance in the law or the proposal that any savings realized for the merchant’s as a result of a government-set interchange fee cap will be passed on to the consumer, one thing that is likely certain is that interchange fees will be lower than the cost of providing payment services.  While credit unions do not want to charge their members more fees, the resulting loss of interchange fee income due to the proposal will have to be made up in other ways in order to offset the costs of the payment card network, including those associated with fraud and the convenience for merchants to receive guaranteed payments for goods and services.  
Thank you for the opportunity to comment on our concerns with this proposed rule.  Again, we encourage your support in asking Chairman Bachus for a committee hearing on the proposed rule.  If you have any questions or concerns please feel free to contact me or MCUL & Affiliates Vice President of Government and Public Affairs, Marcia Hune, at 800-262-6285, extension 465 or Marcia.Hune@mcul.org.

Sincerely,
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David Adams

Chief Executive Officer
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