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Today we are considering the publication of an Advance Notice of Proposed Rulemaking
to address the problem of junk fees.

“Junk fees” are extra charges associated with unnecessary or worthless services.
Companies often fail to disclose these fees up front. Earlier this week, the Commission
announced a quintessential junk fee case. According to the complaint, Passport Auto advertised a
price for cars that were certified, reconditioned, and inspected. But when people went to buy a
car, they were hit with charges for certification, reconditioning, and inspection.

These types of extra or redundant fees can mislead consumers, or prevent them from
knowing the true cost of a purchase until they’ve already invested substantial time and energy.
At that point, they may feel like it’s too late to walk away. Junk fees also prevent consumers
from making accurate price comparisons, which means they end up spending more than they
expected or wanted to.

These fees don’t only harm consumers—they can also force honest businesses to compete
on an unfair playing field. A company selling a widget for 25 dollars might lose sales to a
company selling a comparable widget for 20 dollars, plus a six-dollar widget-certification fee
tacked on at the end.

Junk fees have come to feel like an inevitable fact of life. Consumer Reports found that
eighty-two percent of those surveyed had spent money on hidden fees in the previous year. In
reality, there’s nothing inevitable about this.* These fees are a surprisingly recent phenomenon.
So-called “resort fees” at hotels, for example, first emerged in the late 1990s. By 2015, they
accounted for one-sixth of total hotel revenue. That’s $2 billion per year.? In higher education
and hospitality, fees are increasing faster than tuition or posted room rates.*
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The Commission has a long track record of taking action against junk fees, and that deep
experience would inform any potential rulemaking we undertake here. The FTC has regulated
junk fees in sector-specific contexts, including telemarketing and funeral homes. It has also
brought many enforcement cases, including against junk fees on prepaid phone cards, loan
servicing, insurance-related products, and more. Merchants are free to set prices for services
rendered. But when they add arbitrary, opaque fees that seem calibrated to squeeze more money
out of customers—sometimes without their knowledge, or once it feels too late to back out—
consumer protection laws can kick in.

Unfortunately, in areas where there is no specific rule or sector-specific law, the
Commission lacks authority to seek penalties against violators or readily get financial
compensation for victims. A forward-looking rule classifying certain junk fees as unfair or
deceptive could give us that authority, allowing us to make wronged consumers whole and to
seek penalties from lawbreakers. That, in turn, would help create a powerful deterrent against
imposing junk fees. If we move forward with considering a rulemaking, we will carefully review
public comments when deciding whether and how to craft a rule that would protect consumers
from these potentially unfair or deceptive practices.

In fact, the public has already played a key role. Last fall, the Commission voted to make
it easier for the public to submit petitions to the FTC.* One petition that came in concerned “drip
pricing,” a business practice that companies can use to try and hide junk fees. That petition
helped spur the action we’re announcing today. The goal of our procedural change was to make
the rulemaking process more open and democratic, and I’m glad that we have been able to
follow through.

| also want to extend my gratitude to staff for their hard work on this effort. I strongly
support moving forward with this ANPR and beginning this process.
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