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Celebrating consumer
advocacy and activism

By Michelle De Mooy

onsumer Action held a fund-
raising event in June to cel-
ebrate its close to 40 years of

tireless work on behalf of consumers.
Held at the Mandarin Oriental Hotel
in San Francisco, the party raised
$54,805, a new level of support for
the event. (See page 2 for a list of 2009
donors and educational partners.)

Consumer Action’s supporters and
members spent the evening mingling
with long-time activists, consumer
reporters, staff members and award
recipients.

In accordance with tradition,
Consumer Action presented its yearly
Consumer Excellence Award in three
categories: Community, Advocacy,
and Media.

The awards pay tribute to commu-
nity-based activists or organizations,
media outlets, and lawmakers who
have demonstrated a strong commit-
ment to important consumer issues.

In a year that saw the collapse of the
U.S. economy, these individuals and
organizations waged crucial battles on

behalf of consumers.

Consumer Action believes this year’s
award recipients showed exceptional
energy and focus in their work.

Awardees

The 2009 Consumer Excellence
Award for Outstanding Advocacy was
awarded to the Center for Responsible
Lending (CRL), a nonprofit, nonpar-
tisan research and policy organization
dedicated to protecting homeowner-
ship and family wealth by working to
eliminate abusive financial practices.
In the last year, CRL has worked to
protect consumers from unfair sub-
prime mortgage loans, payday loans,
tax refund loans, and other lending
scams. The organization investigates
and reports on all aspects of predatory
lending, and is regularly called upon
to testify before Congress. Its Oak-
land, California, office is involved in
advocacy at the state level.

Consumer Action gave out two
awards for Outstanding Community
Service this year. One was given to
San Francisco’s Chinatown Service
Center for its longstanding efforts to
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Matthew Hines and Emily Talley of Capital One attended Consumer Action’s
anniversary celebration in San Francisco in June. Capital One and Consumer
Action have been partners in the financial literacy project MoneyWi$e since 2001.

provide education, health and human
services to Asian and other immigrant
and refugee communities. The mis-
sion of the organization is to enhance
this population’s ability to contribute
to the social, economic and cultural
fabric of the United States.

The second award went to Healthy

San Francisco, a unique program
designed to make health care ser-
vices accessible and affordable to
uninsured residents of the city. The
program, born from San Francisco
Mayor Gavin Newsom’s pledge to
provide universal health care to all city

See “Celebration,” page 4

Prepaid debit cards not good
alternative to bank accounts

By Linda Sherry

any companies tout pre-
paid plastic payment cards
as a great way for people

who do not have credit cards or bank
accounts to have the convenience of
paying with plastic. You can “de-
posit” money on the cards. You can
“reload” the cards with more money
at any time. You can use them almost
anywhere. These kind of cards have a
“re-load” feature, which distinguishes
them from general use gift cards.
Prepaid cards, which carry Visa,
Mastercard or American Express
logos, appear identical to credit cards
and can be used anywhere that credit
cards are accepted. Like standard bank
account debit cards, transactions may
be processed using a signature or per-
sonal identification number (PIN).

But despite the hype, prepaid cards
are full of fees and do not have the
same legal consumer protections as
traditional debit cards, according to
an August study by Consumers Union
(CU). The report reviewed the terms
and conditions of 18 prepaid cards
and found multiple fees and other
costly traps.

“Consumers using prepaid cards end
up paying a mountain of costly fees
that can add up quickly and under-
mine their finances,” said the study’s
author, CU staff attorney Michelle
Jun. “Prepaid cards are being mar-
keted aggressively, so it’s important for
consumers to understand the hidden
costs and how these cards might leave
them vulnerable if lost or stolen.”

When prepaid cards are lost or

See “Prepaid,” page 2

Understanding

By Ruth Susswein

onsumers spent an estimated
‘ $88 billion on gift cards last

year, according to the research
firm the Tower Group. It’s no wonder,
as gift cards can swiftly solve the nag-
ging holiday question: What should I
get?

By some estimates, 40% of gifts that
go to teens are gift cards. The cards
give recipients the freedom to choose
their own gifts, but as their popularity
grows so do the complexities.

If you buy a general bank-issued gift
card, with a Visa, Mastercard, Ameri-
can Express, or Discover logo on
it, you can use the card in any store
that accepts those credit/debit cards.
Store, or retail, gift cards generally can
only be used at a store, although they
may also be used to purchase items
at stores owned by the same parent
company. For example, Gap gift cards

gift cards

are also redeemable at Banana Repub-
lic and Old Navy as well as associated
online merchants.

Gift cards can vary widely when
comparing fees, expiration dates, and
replacement cards. Before you start
your holiday shopping this season,
you'll want to know all card costs and
conditions for you and the recipient.

Costs

You may not realize that fees can
vary greatly, particularly on general
purpose gift cards issued by banks. In
Maryland, the Montgomery County
Office of Consumer Protection
surveyed 20 gift cards in 2007 and
found that all of them charged both
a purchase/processing fee (from $2 to
$10.90) and monthly maintenance
fees ($1.25 to $4.95).

Bank-issued gift cards are versa-
tile but can be very costly. When

See “Gift cards,” page 3
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2009 Donors

Corporate and Business

Capital One; TracFone

Assurant Health Foundation; Jim
Adler, Intelius

AT&T California; Copy Copies,
Inc.; The Hastings Group; Humana;
Microsoft; Verizon

Union Bank

American Express; Consumer
Attorneys Public Interest Foundation;

Cuneo Gilbert & LaDuca LLP; Jack
Gillis, Certified Automotive Parts
Association; Southern California
Edison; Southern California Gas
Company; The Sturdevant Law Firm

CUNA Mutual Group
Individuals/Community

Norman Bock; Neil Gendel; Arthur D.
Levy

James S. Beck; Jim Conran,
Consumers First, Inc.; Robert S.
Green, Green Welling, P.C

Arnie Berghoff; Paul Bland,
Public Justice; Trish Butler, Sage
Communications; Raymond Chan;

Marsha Cohen; Consumer Union;
Linda Golodner; Dain Hansen;
John Jensen; Irene Leech; Lisa Yep
Salinas; Steven Solomon; Patricia
Sturdevant

Asian Pacific American Community
Center; Chris Bjorklund; Senny
Boone; Steven Brook; Yamin Chai;
Winnie Chu; Consumer Credit
Management Services, Inc.; Robert
Friese; Ellis and Jennifer Gans;
John Geesman, GreenEnergyWar.
com; Pastor Herrera, Jr.; Sue C.
Hestor; Erwang Mao; Martin Mattes,
Nossaman LLP; National Endowment
for Financial Education; Anthony
Ng, Chinese Newcomers Service
Center; Darin Ow-Wing, Community
Education Services; United
Policyholders; Annie Sylesdara
Tinsley

2009 Educational Partners

Amplify Public Affairs
AT&T California

California Consumer Protection
Foundation

California Department of Insurance
Capital One

Congressional Hispanic Caucus
Institute (CHCI)

Consumer Federation of America
(CFA)

Consumers for Auto Reliability and
Safety (CARS)

The Hastings Group
JPMorgan Chase
Microsoft

The National Association for Black
Veterans (NABVETS)

The National Coalition for Asian
Pacific American Community
Development (National CAPACD)

National Endowment for Financial
Education (NEFE)

NeighborWorks America
The Rose Foundation
Sage Communications

Securities Investor Protection Cor-
poration (SIPC)

Southeast Asia Resource Action
Center (SEARAC)

TracFone Wireless
Verizon

Wisconsin Department of Financial
Institutions

Consumer Action’s work is support-
ed in part with cy pres awards from
these lawsuits:

Boehr v. American Express

Comb v. Paypal

Griego v. Rent-A-Center

Providian Credit Card Cases

Slayton v. Citibank

UCAN v. Bank of America

UCAN v. Capital One

Van Etta v. Capital One Auto Finance
Ventura v. Providian National Bank

Many thanks to our educational
network of more than 12,000
community-based organizational
contacts nationwide. We appreciate
the work you do and respect your
commitment to excellence.

Prepaid
Continued from page 1

stolen, the legal safeguards for debit
card users do not apply. Prepaid cards
may offer no coverage, or at best vol-
untary protections (such as Visa and
MasterCard “zero liability” policies)
that could be revised or rescinded at
any time for any reason. These vol-
untary protections do not cover all
transactions. For example,
transactions using a PIN
are excluded from “zero
liability” coverage.

Compare standard debit
card coverage (linked
to a checking account)
with a prepaid card: A
checking account will
come with a debit card, a
monthly statement, and
full consumer protec-
tions. If a card is lost or
stolen, checking account
owners limit their liabil-
ity to a $50 loss, if they
contact the bank within
two business days, (and
up to $500 if the loss is
reported after two busi-
ness days). Many banks
offer free checking ac-
counts, especially if you
have direct deposit of paychecks or
benefits.

One caution: When selecting a
checking account, don't accept one
with “courtesy overdraft protection.”
This allows you, in return for large
fees, to spend more than you have
in your account. Many free check-
ing accounts come with this feature;
be sure you decline (or “opt out” of)
automatic overdraft coverage.

The money you keep in a checking
or savings account is FDIC-insured,
meaning you can get your money
back if the bank fails. The money you
deposit on a prepaid debit card typi-
cally is not FDIC-insured.

In its report, Consumers Union
concludes that federal regulations, un-
der the Electronic Fund Transfer Act,
must be updated to protect prepaid
cardholders when cards are lost or
stolen or when funds go missing.

Tips for using prepaid cards

* Know the fees. Fees range from inactivity fees to fees for
checking your balance! Determine the fees before you buy
the card.

* If you plan to use the card for direct deposits, ask if there
is a minimum deposit. You might be charged a fee if your
deposit falls short of the required minimum.
* Keep track of your balance—you might face high fees for
attempting to spend more than you have on the card.

* Sign up to receive a statement so you can check your
balance.

* You can use most prepaid cards with your PIN (online,
or “debit”) or by signing a receipt (offline, or “credit”).
Your card may carry a higher fee for choosing one option
over the other, and providing a signature instead of a PIN
might open you up to “shortage” fees if you don’t have
enough money loaded on the card to cover the transaction.
* You cannot build a credit history by using a prepaid card.

Prepaid card costs vary widely. On
the 18 prepaid cards it surveyed, Con-
sumers Union found an array of fees:

Activation fees: Seventeen prepaid
card issuers charged a fee for card
activation. The fees ranged from a
low of $3 (Walmart Money Card)
to a whopping $99.95 (Millennium
Advantage).

Monthly fees: Fifteen issuers
charged monthly fees ranging from

$2.95 (FinanSe) to $10 per month
(Rush Card). Consumers Union
found that many prepaid card issu-
ers would waive the monthly fee with
direct deposit or if the consumer
chooses an automatic reload option.

Fees for cash: All surveyed cards
charged fees to withdraw cash from
an ATM. U.S. fees ranged from $1.50
(FinanSe, SVC Revel, and Espree) to
$2.50 (NetSpend Visa) with higher
fees for international withdrawals.
(ATM owners usually
charge another fee on top
of these.)

Balance inquiry fees:
Seventeen cards had fees
for checking the balance
at ATMs (50¢ to $1).

Customer service fees:
While customer service
fees were rare on surveyed
cards, Millennium Ad-
vantage cardholders face
a charge of $1 per minute
when they call customer
service, while users of the
Espree card pay $3 for
each customer service call.

Inactivity fees: Eight
issuers charged monthly
fees when cards were not
used after a certain period
of time, ranging from
$1.95 (Rush Card) to
$9.95 (Exact) per month.

Shortage fees: Ten cards disclosed
“shortage” fees, ranging from $24.90
(Espree) to $29 (Eufora, Account-
Now). Overdrafts (or shortages) may
occur when a card is processed using
a signature rather than a PIN. Prepaid
cardholders owe money and must re-
pay it if they spend more money than
they have placed in the card account.

See “Prepaid,” page 3
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New gift card rules next year

By Ruth Susswein

ift cards can relieve gift giv-
ers of the dilemma of what
to get, and allow recipients

to buy something they really want.
But gift cards’ monthly maintenance
fees and expiration dates have often
caught users unaware. Recently, these
practices prompted Congress to act
on behalf of cardholders.

When Congress enacted the Credit
CARD Act in early 2009, a portion
of the law was devoted to providing
consumers with stronger disclosures
on gift cards. But gift cards purchased
this holiday season will not be eligible
for the new protections.

Coming August 2010

The new law, which takes effect in
August 2010, applies to both bank-is-
sued and retail gift cards. It does not
cover loyalty cards, phone cards, or
reloadable general-purpose pre-paid
cards. (That means a Walmart prepaid
card is exempt from the law, while an
American Express gift card is cov-
ered.). The new law will:

* Prohibit all gift cards from expir-
ing before five years.

* Prohibit inactivity/dormancy fees
for the first year.

* Limit inactivity/dormancy fees to
one a month thereafter.

* Allow stronger state laws to con-
tinue to apply.

In addition, the new federal law
gives the Federal Reserve the authority
to write rules that could cap gift card
fees, provide fraud protection, and
more. Proposed rules, expected by
year’s end, will explain what fees are
allowed and when, and if gift cards
will be eligible for billing error dispute
rights and other protections under the
Electronic Funds Transfer Act.

State consumer protections

More than 30 states have passed
laws regulating gift cards. To learn
if your state has protections that go
beyond the new national law, check
out Consumers Union’s state-by-state
summary of gift card laws. Find the
document at www.consumersunion.
org by searching for “gift card laws.”

For example, California has a retail
gift card law that bans expiration
dates and fees, except when your
balance falls below $5 and the card
has not been used for 24 months. At
that point, a retailer can charge a $1
monthly fee. The law also allows you
to redeem up to a $10 balance for
cash.

Connecticut and Rhode Island also
prohibit expiration dates and fees.

Like California, Florida, Maine,
Montana, and New Mexico have
bans on fees and expiration dates.
However, these laws don't apply to

bank-issued gift cards. Il

Prepaid
Continued from page 2

Prepaid debit cards do not help you
build a credit record. Avoid using
cards with a “credit” feature as Con-
sumers Union found that such offers
carried a high rate of interest. Infor-
mation on cardholders’ use of credit
is not provided to the three major
national credit bureaus and was found
to be of dubious value in building a
credit history.

Some employers are depositing
workers’ salaries on prepaid cards
when employees do not have a tradi-
tional bank account. It saves employ-
ers money on the cost of issuing paper
checks. While such payroll cards may
be FDIC-insured and come with
better loss protections than mass-mar-
ket prepaid cards, they can be just as
laden with costly fees.

Before buying a prepaid debit card,
read the fine print to make sure you
won't encounter costly “gotchas.” ll

Gift cards

Continued from page 1

you purchase a gift card you may be
surprised to learn how many different
fees can be attached. Cards may carry
purchase fees, activation fees, main-
tenance/monthly fees, reloading fees,
transaction fee, balance inquiry fees,
inactivity/dormancy fees and replace-
ment card fees.

These extra charges can eat up your
gift before you realize it. Even cards
with no expiration dates will expire
if fees eventually consume the card’s
value.

The bank that issues the gift card
sets the fees. For instance, Chase sells
a prepaid Visa debit card for $3.50,
plus a $4.95 shipping fee if you buy
it online ($15.95 for rush orders). It
also carries a $2.50 monthly fee after
the first year, and a $12 cancellation
fee if youd like the balance returned
to you. If registered, a lost card can be
replaced for $12.

Wells Fargo also charges $2.50 per

When using a gift card

* Register the card, when required, so you can recoup lost balances.
* Store the card number and receipt safely. Keep the card issuer’s custom-
er service number with these other important numbers so you can report

a problem quickly.

* Know the gift card balance in advance. With a bank-issued card, you
may not have access to balance information in a store. You can usually
check in advance, online or by phone, often at no charge. If you don’t
have enough money left on the gift card to buy an item, your purchase
may be declined. Some stores will not allow you to split the transaction
(split-tender) between a gift card and another form of payment—even

cash.

* Spend the balance before the card expires or begins to accrue fees.
* Report a lost or stolen card to the bank or store where purchased as

soon as you can.

month after 12 months for its prepaid
gift card, and a $15 “balance transfer
fee” if the card expires and you want
to cash out. Wells also warns custom-
ers that an extra 20% of the purchase
price may be put on “hold” when
used at gas stations, restaurants and
hotels to cover routine blocks and ex-
tra charges like tips, etc. (These holds
are placed on credit cards as well).

The Montgomery County survey
found that the fee to replace expired
cards (or receive a refund) ranged
from $5 to $25. American Express,
the only company in the survey that
didn’t charge this fee, still replaces
expired cards for free.

In September, American Express
eliminated its monthly fees, which
formerly applied after 12 months.

It now charges only an upfront fee
($2.95 to $6.95 depending on de-
nomination) to purchase its cards.

Fees are usually disclosed on the
card wrappers or on websites that sell

consumers lost about $8 billion in un-
used gift card balances in 2006. Some
of those cards will have expired, others
will have only small sums remaining.
In some cases the unused money goes
to states’ abandoned or unclaimed
funds departments. The law may call
the unclaimed funds “escheats.”

Contact the National Conference of
State Legislatures to see if your state
has a law that entitles you to collect
unclaimed gift card funds. Visit www.
ncsl.org and enter “gift cards” in the
search box.

Problems?

If the gift card you counted on
turns up missing, some issuers will
replace the card as long as you reg-
istered it before the card was lost or
stolen. Some cards use a PIN system
for security. If you can supply a gift
card receipt and a PIN number, the
card will be replaced—as long as the
funds have not been spent already.

cards. But So contact
the informa- . ) the issuer as
ionmaybe  WWHen giving gift cards  scon = pos-
inconsistent sible. Also
or incom- * Include the receipt and wrapper be aware
plete. Some * Consider fees associated with the card that Visa
cards don’t * Does the card expire? and Master-
disclose * Can it be replaced? card “zero
when the * Is it convenient for the recipient? liability”
card expires, policies do
not extend

while others

claim there’s no expiration date yet
carry a monthly maintenance fee that
will ultimately render the card useless.

Retailers’ gift cards typically offer the
simplest cost structure. Most charge
nothing to buy the card and typically
carry no monthly fees. Some stores
have eliminated gift card inactivity
fees and expiration dates (as is re-
quired in some states, such as Califor-
nia). But it is worth checking to be
sure that there are no unanticipated
charges or costly expiration dates.

In the Montgomery County survey,
all surveyed bank-issued gift cards car-
ried an expiration date. Some expired
after 24 months, but several lasted
only one year. As of August 2010, all
gift cards will be required to last at
least five years before expiring. As part
of the new Credit CARD Act, gift
card users were given some protec-
tions and new disclosures. The Federal
Reserve will release rules related to the
new gift card law by year’s end. (See
“New gift card rules,” above left.)

Use it or lose it?
Consumer Reports surveyed 1,000
gift cardholders in late 2007. About a
quarter (27%) had not used a gift card
they received the previous holiday sea-

son. The Tower Group estimates that

to all PIN transactions on gift cards.
Gift card losses may mean you're out
of luck — and money.

If there’s a mistake with a card
transaction or if you want to return
the merchandise, your rights depend
on store policy. You will have to take
up your complaint with the merchant
and/or gift card issuer. In some cases,
stores will need the card in order to
refund your money on returns, so
don’t throw it away until you are sure
it won't be needed.

The Federal Reserve is considering
whether gift cards will have any legal
protections if a card is lost or stolen,
or if there is a billing dispute. For
now, any protections are purely at the
card company’s discretion and can
disappear at any time.

Even without full legal protection, if
you have a gift card problem there is
some help available:

* For store gift cards, contact the
Federal Trade Commission at www.
ftc.gov or 877-FTC-HELP .

* For bank-issued gift cards, file a
complaint with your state Attorney
General’s office (www.naag.org) and
the Comptroller of the Currency
(OCC) at customer.assistance@occ.
treas.gov or call 800-613-6743. l
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Celebrating Consumer Action’s 38th anniversary
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Kinny Li of Consumer Action (right) with Peggy Lee of Copy Copies of Redwood
Ciry, California, printer of Consumer Action’s educational materials.
Award ﬁom Consumer Action.

Longtime staff member and supporter Neil Gendel (left), founder of the Healthy
Children Organizing Project at Consumer Action, with Jannislerth “Joe” Orozco,
Consumer Actions new DC-based development and fundraising coordinator.

Consumer Action’s Kathy Li (right) is seen with Ruth Chu and Lawrence Lue,
directors of the Chinatown Service Center, recipient of a 2009 Consumer Excellence
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Gail Hillebrand (left) of Consumers Unions San Francisco office, with Paul
Leonard of the Center for Responsible Lending, who received a Consumer
Excellence Award from Consumer Action for his mortgage advocacy.

gala that in the past year Consumer
Action had distributed an unprec-
edented 1,188,137 publications to a
large and growing network of com-
munity-based organizations (CBOs).
The organization was able to train
677 staffers from 482 CBOs, across
the country on issues such as senior
scams, credit card loss protection,
medical privacy, home repair fraud,
homeowner’s insurance, avoiding on-
line and offline identity theft, build-
ing and keeping good credit, purchas-
ing and keeping a home, and other
key money management skills. In
addition, Consumer Action provided

Angeles Times. Lazarus consistently
challenges businesses to do right by
consumers, writing provocative and
compelling pieces that bring unfair
practices to the public eye. Before
joining the paper in 2007, he was
a columnist for the San Francisco
Chronicle and a nightly talk radio
host for San Francisco KGO Radio.

Celebration

Continued from page 1

residents, offers a primary source for
medical care and a primary physician
for participants. Healthy San Fran-
cisco is operated by the San Francisco
Department of Public Health.

David Lazarus, columnist for the
Los Angeles Times, was honored
with Consumer Action’s Outstanding
Consumer Journalism award. Lazarus
is a long-time champion for consumer
rights, and is currently a business
and consumer columnist for the Los

Accomplishments
Executive Director Ken McEld-
owney discussed Consumer Action’s
continued success this year, remark-
ing, “We just get better and better at
what we do.” He told guests at the

Join Consumer Action T
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Os Donation to our Publications Fund, supporting the free distribution of Consumer Action materials to consumers.
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a total of 58 stipends to CBOs across
the U.S. Stipend funds were made
available through MoneyWi$e, Con-
sumer Action’s ongoing partnership
with Capital One, to extend Consum-
er Action’s outreach and education, as
well as through our Privacy Informa-
tion Project to aid community efforts
on consumer privacy issues.

The DC office continued its strong
advocacy for consumers this year,
helping pass critical legislation, in-
cluding the Credit CARD Act, and
testifying on key consumer issues be-
fore Congress. The DC office has been
working through each step of the
legislative process with Congressional
staff to help them clearly understand
the consumer perspective on key
elements of the new credit card law.
Consumer Action attended the sign-
ing of the credit card bill into law at
the White House earlier this year. DC
staff also testified before Congress this
fall encouraging lawmakers to put the
new law into practice before any more
cardholders are hurt by card issuers’
rush to hike rates before the law takes
effect in February 2010.

The DC office also welcomed a
new team member, Joe Orozco, who
joined the organization in June 2009
as Development and Fundraising Co-
ordinator. Orozco was employed by
Youth Service America before coming
to work at Consumer Action. Il
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