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May 5, 2010


The Honorable Debbie Stabenow
U.S. Senate
133 Hart Senate Office Building
Washington, DC 20510

Dear Senator Stabenow:

I wanted to follow-up with you on a few important issues to credit unions. 
Each time you use your debit or credit card, a merchant is paid immediately and the credit union that issues your card receives "interchange" through the card payment system.  This interchange reflects a merchant's fair share of the costs of this convenient and beneficial payment system.  At your credit union, interchange supports everything from re-issuing cards compromised by merchant data breaches to providing a call center to contact if your card is lost or stolen. Yesterday Senator Richard Durbin (D-IL) filed a number of amendments to the regulatory restructuring bill, S. 3217.  Two of these amendments are of particular concern to credit unions as they regulate the card payments system (interchange). Amendments #3771 and 3769 filed by Senator Durbin would allow merchants to interfere with consumer choice by arbitrarily varying the terms of card acceptance and threaten credit unions’ ability to offer debit and credit cards to their members. These amendments would disrupt the card payment system, with the goal of reducing the merchants’ financial responsibility for the benefits received from the card payment system.
In November 2009, the Government Accountability Office (GAO) submitted an interchange report to Congress. As consumers continue to increase their use of debit and credit cards, merchants will see a corresponding increase in their interchange responsibility as dollar volumes grow. However, the GAO report states that if proposed legislative action were to reduce the merchants’ obligation for the system, consumers may face higher costs for using their cards (GAO-10-45, p. 45, November 2009). In summary, the consumers would lose under the merchants’ proposals. Without sufficient interchange revenue, credit unions may not be able to issue competitive credit and debit cards for their members. 
Of the approximately 90 million credit union members nationwide, 98% belong to a credit union offering debit cards and 84% belong to a credit union offering credit cards. While merchants inaccurately describe interchange as a “hidden fee” affecting their ability to do business, to credit unions and their consumer-members, interchange is transparent and critical to today’s basic financial services of debit and credit cards. Reducing interchange would have a detrimental impact on credit unions and their members. These amendments would unfairly disrupt a functioning marketplace by giving merchants the ability to discriminate or refuse cards presented by a consumer, and thus impacting the ability of a credit union to offer a competitive card program. 
If these harmful card payment system amendments were to pass, many Michigan credit unions may have to stop issuing credit or debit cards altogether. On behalf of the Michigan Credit Union League, we urge you to oppose any amendments which would affect debit and credit card-issuing credit unions and the card payment system.

As always, please contact us anytime with any questions or concerns.  We look forward to seeing you again soon in Washington, D.C. during our Hike the Hill event on June 10. Again, we thank you for your continued support of credit unions and listening to our concerns with these amendments.  

Sincerely,
[image: dave sig]
David Adams
President and Chief
Executive Officer
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