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MEMORANDUM IN OPPOSITION

February 23, 2009
A3134 Bradley (ON ASSEMBLY BANKS COMMITTEE AGENDA)
AN ACT to amend the banking law, in relation to requiring financial institutions to notify a customer prior to charging a fee based on account inactivity


This memorandum in opposition is written on behalf of our client, the New York Bankers Association. The Association is comprised of the community, regional and money center commercial banks and thrift institutions doing business in New York State.  In aggregate, our members employ approximately 250,000 New Yorkers and hold more than $9 trillion in assets.

This legislation would require banks, thrifts, credit unions, mortgage bankers and brokers and other investment entities, whether headquartered within or outside New York, to provide at least thirty-days’ written notice to any customer before charging that customer an account inactivity fee.  Further, this legislation is duplicative, and would apply only to State-chartered depository institutions in New York State and would likely be costly and ineffective. The notice must include the telephone number and contact information for a person who can resolve any matter relating to the fee.  The legislation would apply to credit, debit, brokerage and other types of accounts.  

Commercial banks and thrift institutions have in place extensive systems of customer disclosure designed to inform customers of all pending fees.  These disclosures are provided at time of account opening and periodically during the account relationship.  Most customers are provided monthly statements that contain contact information, including telephone numbers, for customer service personnel who are specifically designated to answer questions and help resolve concerns about any matter on the statement.  To single out an inactivity fee is therefore duplicative and potentially confusing.  Moreover, because this legislation would cover all types of accounts on which inactivity fees may be charged, it would require wholesale restructuring of billing materials.

In addition, this legislation would apply only to State-chartered banks, thrifts, credit unions and account providers.  National banks and federally chartered thrift institutions, along with other federally chartered institutions, are by far the largest and most pervasive providers of checking and savings, credit and debit card accounts in the State.  New York by federal law cannot regulate the banking activities of these institutions, with the result that fewer than 20% of the citizens of the State being covered under this bill.  Moreover, this type of legislation is likely to drive an increasing number of State-chartered depositories to seek federal charters.   

For these reasons, the New York Bankers Association opposes this legislation and urges that it be held. 
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