[May 02, 2011]
[Senator Xxxx]

[Address] 

Dear [Senator Xxxx]:

I am writing on behalf of [INSERT YOUR COMMUNITY BANK NAME] regarding S. 575 (Interchange Study Bill).  This bill, introduced by U.S. Senators Jon Tester (D-MT) and Bob Corker (R-TN), would extend the deadline for implementing Regulation II for two years.  My Community Bank supports the Debit Interchange Fee Study Act of 2011 and urges you to support the legislation as well.  However, even if this bill is passed, we strongly encourage you to also focus your future legislative efforts on ensuring the protection of community banks, as we have outlined below.

My community bank has serious concerns about the debit card provisions of the Dodd-Frank Wall Street Reform and Consumer Protection Act.  Regulation II, commonly referred to as the “Durbin Amendment,” and the proposed Federal Reserve Board (FRB) implementation rule for the debit amendment, have resulted in setting price controls on the fees merchants pay for the processing of debit card transactions—otherwise known as “interchange.”  This price control amendment and the FRB rule (scheduled to take effect July 2011) may dramatically harm my community bank and the customers who have directly benefitted from advances in debit cards. 

While community banks, such as mine, are exempt from the interchange portion of the current regulation, we urge you to advocate for rules to guarantee that this small issuer exemption remains in place and has economic viability within the payments system.  This will help protect the interchange revenue of all small issuers.

We also strongly encourage you to revisit the exclusivity and merchant routing restrictions contained in the current writing of Regulation II.  When the exclusivity and merchant routing requirements are considered together, it becomes clear as to the potential financial harm and risk of impact my community bank and cardholders may negatively incur.  We encourage Congress to rewrite the exclusivity and merchant routing rules to provide an exemption for community banks.
In addition, we encourage members of Congress to require the FRB to develop sensible fraud-prevention alternatives that not only reduce fraud but also provide a positive return on investment for all stakeholders.  This will ensure that all parties have an equal opportunity to invest in new technologies and small issuers will not be harmed because of high implementation or administrative costs.   

As Regulation II is currently written, it may have severe unintended consequences that will harm consumers, threaten data security, and stifle payments innovation.  This concern does not stop with my community bank.  FRB Committee Chairman Ben Bernanke, Federal Deposit Insurance Corp. (FDIC) Chairman Sheila Bair, Office of the Comptroller of the Currency (OCC) Acting Comptroller John Walsh, and many others has raised concerns about the impact this regulation will have on community banks and consumers.

Changes of this magnitude, such as government-supported price fixing and payments market structure changes, should not be imposed without serious debate, analysis, and study.  
Because of the many issues related to consumer harm and basic fairness, we urge you to pledge your support for this legislation and, most importantly, continue to advocate for the protection of community banks! 
Sincerely,
[NAME]
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