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ATM Surcharge Income
You asked (1) how much surcharge income flows through NYCE, an ATM network that serves the Northeast states and (2) how much income banks are receiving on the ATM surcharges in states where they are allowed.  ATM surcharges are fees that banks charge noncustomers who use their machines.  These noncustomers could also be charged a fee by their own bank for using the other bank’s ATM.

SUMMARY


NYCE processed about 4.9 million ATM transactions that had an ATM surcharge in March 1998. This was more than double the roughly 2 million surcharge transactions per month they had last year.  We could not obtain actual surcharge income figures from that organization, but it is safe to say that since most of the surcharges are at least $1 per transaction, the income which flows to the member banks that surcharge is at least $4.9 million a month.  


Nationally, ATM surcharges average $1.23 per transaction and the most common surcharge is $1, according to a recent survey by a consumer group, the U.S. Public Interest Research Group (USPirg).  USPirg also estimates that ATM surcharges add $2.5 to $3 billion to banks’ annual fee income nationwide.  We called the Federal Reserve, the FDIC, and Banking Departments in several states, but could not obtain more precise data on total ATM surcharge amounts.  In the reports that banks must submit to regulators they are not separated out from larger categories of fee income.

NYCE NETWORK


In March 1998, the NYCE network, which serves mostly the Northeast states, processed a total of about 4.9 million transactions that had a surcharge out of a total 25.6 million ATM transactions processed by the network, according to Will Peirce, Director of Network Services at NYCE.  In other words, over 20% of the transactions had a surcharge.  He also informed us that NYCE does not monitor the surcharge income, since it does not receive it.  He told us that only 174 out of their 1,315 member banks impose surcharges.


The proceedings from last year’s debate in the Senate on the bill to ban ATM surcharges  (SB 989), mentioned that, for example, the NYCE network, was then handling more than 2 million surcharge transactions a month, which means more than $2 million a month in surcharge fees. 


This year, Susan Zwodniak, in her testimony to the Banks Committee on March 3, 1998, estimated that in the NYCE network about 60 to 70% of all network ATMs are not surcharging.  She also noted that some ATM owners surcharge in some locations, but not in others.  The average ATM surcharge in the NYCE network is $1.11.


The surcharge figures are likely to be lower for NYCE than for networks in other parts of the country, because the Northeast area it serves contains Connecticut (where the banking commissioner’s opinion currently bans surcharges) and Massachusetts (where the legislature is considering a ban and only 3% of the banks currently surcharge, mostly banks located on Cape Cod and Martha’s Vineyard).  Since VISA and Mastercard lifted their bans on ATM surcharges two years ago, banks in the South and West appear to have imposed the most surcharges.

NATIONAL DATA


The average ATM surcharge is $1.23, up from 97 cents in 1996 and $1.15 in 1997, according to a recent nationwide U.S. Public Interest Research Group (USPirg) study.  The most common surcharge found was $1.


The USPirg study also quoted a 1997 U. S. General Accounting Office (GAO) report as saying that banks had 167 million noncustomer ATM transactions in January 1997, which projects to $2.5 billion in annual ATM surcharge revenue, at a 71% surcharging rate at $1.23.  The January 1997 figure represented an increase of 20% from the year before.  1998 revenues could exceed $3 billion, according to USPirg.  USPirg’s press release says revenue from ATM surcharging could increase ATM fee revenue by $2.5 to $3 billion a year.


In the last several years, bills to ban or cap ATM surcharges have surfaced in 26 state legislatures.  But currently only Connecticut and Iowa prohibit them, through administrative orders of their banking commissioners.  In Congress, Senator Al D’Amato and Rep. Bernie Sanders have proposed a bill to ban surcharges.
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