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Examination Procedures (Procedures) consist of

modules covering the various elements of credit

card account management; each module identifies specific matters for review. Before using the
Procedures, examiners should complete a risk assessment and examination scope memorandum
in accordance with CFPB supervisory policy.

Notably, it is unlawful for any provider of consumer financial products or services or a service
provider to engage in any unfair, deceptive or abusive act or practice (UDAAP) under the Dodd-
Frank Act. UDAAPs can cause significant financial injury to consumers, erode consumer
confidence, and undermine the financial marketplace. As examiners conduct card origination
examinations, they should be alert to the potential for UDAAPSs. The “Unfair, Deceptive, or
Abusive Acts or Practices” section of the CFPB Supervision and Examination Manual provides
additional information about identifying these practices.

Further, the Equal Credit Opportunity Act (ECOA) and its implementing regulation, Regulation
B, applies to credit card lenders. Under ECOA, it is unlawful for a creditor to discriminate
against any borrower with respect to any aspect of a credit transaction:

e On the basis of race, color, religion, national origin, sex or marital status, or age
(provided the applicant has the capacity to contract);

e Because all or part of the applicant’s income derives from any public assistance program;
or

e Because the applicant has in good faith exercised any right under the Consumer Credit
Protection Act.

While reviewing a lender’s credit card lending activities (e.g., account origination activities,
account servicing activities, or marketing and sale of add-on products), examiners must be mindful
of activities that may indicate discrimination in violation of the ECOA. An examination of whether
a lender’s credit card lending activities involve discrimination in violation of the ECOA will rely
on procedures outlined in the CFPB’s ECOA Examination Program Manual, including the ECOA
Baseline Review Modules, and the Interagency Fair Lending Examination Procedures.

! These reflect FFIEC-approved TILA procedures.
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Depending on scope, and in conjunction with the compliance management systems review, each
examination will cover one or more of the following modules:

Module 1: Advertising and Marketing
Module 2: Account Origination

Module 3: Account Servicing

Module 4: Payments and Periodic Statements
Module 5: Dispute Resolution

Module 6: Marketing, Sale, and Servicing of Credit Card
Add-on Products
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Module 1: Advertising and Marketing

General advertising requirements (12 CFR 1026.16(a)-(b), ()

Regulation Z requires that if a credit card advertisement states specific terms, it must only state
those terms that the issuer will offer or arrange. For example, an issuer may not advertise a very
low annual percentage rate (APR) that will not, in fact, be available at any time; however, it may
advertise terms that will only be offered for a limited period or terms that will become available
at a future date. This requirement is not limited only to the disclosures that are required by
Regulation Z to be included in the advertisement, but also applies to any specific component of
the credit plan.

If any charge imposed as part of the plan is set forth affirmatively or negatively in an
advertisement for a credit card, additional disclosures must also be included in the
advertisement.? If any of these terms that trigger additional disclosures are mentioned in an
advertisement (so-called “triggering terms”), the advertisement must also include the following
information, in a clear and conspicuous manner:®

e Any minimum, fixed, transaction, activity or similar charge that is a finance charge under
12 CFR 1026.4 that could be imposed;

e Any periodic rate that may be applied expressed as an APR, and if the plan provides for a
variable periodic rate, that fact shall be disclosed; and

e Any membership or participation fee that could be imposed.
This additional information is referred to as “triggering terms.”

If an advertisement for credit to finance the purchase of goods or services specified in the
advertisement specifies a periodic payment amount, it must also state the total number of payments
and the time period to repay the obligation, assuming that the consumer pays only the periodic
payment amount advertised. The disclosure of the total of payments and the time period to repay
the obligation must be equally prominent to the statement of the periodic payment amount.

An advertisement may not refer to an APR as “fixed,” or use a similar term, unless the
advertisement also specifies a time period that the rate will be fixed and the rate will not increase
during that period, or if no such time period is provided, the rate will not increase while the plan
IS open.

2 See Appendix 1 to these procedures or 12 CFR 1026.6(b)(3).
% See 12 CFR 1026.16, Supp. I, Comment 1 and 2 regarding the clear and conspicuous standards that apply to advertisements.
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Special rules for television, radio, catalogue or multi-page, and
electronic advertisement (12 CFR 1026.16(c) and (e))

If an advertisement is made through television or radio and states any of the “triggering terms” as
discussed previously, the advertisement may comply with the additional disclosure requirements
by stating any APRs applicable to the account (and variable rate disclosures, if applicable), and
listing a toll-free telephone number (or a number that allows a consumer to reverse phone
charges), along with a reference that such number may be used by consumers to obtain the
additional cost information.

If the advertisement containing one or more of the “triggering terms” is a catalogue or other
multi-page advertisement, or an electronic advertisement (such as an advertisement appearing on
a website), Regulation Z permits issuers to put all of the triggered terms in one place. Issuers
may use a table or schedule to include the triggered terms, provided the table or schedule is
clearly and conspicuously set forth, and if any “triggering terms” are mentioned elsewhere in the
advertisement, it must include a reference to the page or location where the table or schedule
begins.

Rules for advertisements for certain promotional/deferred APR
and/or fee offers (12 CFR 1026.16(g) and (h))

From time to time, credit card issuers will offer special interest rates or fees in connection with a
credit card account. These special rates and fees can take several types of forms:

e Promotional rate: Any APR applicable to one or more balances or transactions for a
specified period of time that is lower than the APR that will be in effect at the end of that
period on such balances or transactions.

e Introductory rate: A promotional rate offered in connection with the opening of an account.

e Promotional fee: A fee required to be disclosed in the account-opening summary table*
where the fee is (1) applicable either to the credit plan or to one or more balances or
transactions; (2) applicable for a specified period of time; and (3) is lower than the fee that
will be in effect at the end of that period for such plan or types of balances or transactions.

e Introductory fee: A promotional fee offered in connection with the opening of an account.

e Promotional period: The maximum time period for which a promotional rate or
promotional fee may be applicable.

e Deferred interest: Finance charges accrued on balances or transactions that a consumer is
not obligated to pay or that will be waived or refunded to a consumer if those balances or

4 See 12 CFR 1026.6(b)(1) and (2).
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transactions are paid in full by a specified date. “Deferred interest” does not include any
finance charges the consumer avoids paying in connection with any recurring grace period.

e Deferred interest period: The maximum period from the date the consumer becomes
obligated for the balance or transaction until the specified date by which the consumer
must pay the balance or transaction in full in order to avoid finance charges, or receive a
waiver or refund of finance charges.

Regulation Z contains specific requirements for advertisements that include these types of offers:

e |fany APR or fee that may be applied to the account is an introductory rate or
introductory fee, the term “introductory” or “intro” must be in immediate proximity to
each listing of the introductory rate or introductory fee in a written or electronic
advertisement. If these terms are included in the same phrase as the listing, they will be
deemed to be in “immediate proximity.”

e Ifany APR or fee that may be applied to the account is a promotional rate or a
promotional fee, the following information must also be stated in a clear and conspicuous
manner,’ and for written or electronic advertisements, in a prominent location closely
proximate to the first listing of the promotional rate or fee:

0 When the promotional rate will end,;

0 The APR that will apply after the end of the promotional period (if the advertisement
includes a promotional rate);® and

0 The fee that will apply after the end of the promotional period (if the advertisement
includes a promotional fee).’

If a deferred interest offer is advertised, the following requirements apply:
e The deferred interest period must be stated in a clear and conspicuous manner.

e |f the phrase “no interest” or similar term regarding the possible avoidance of interest
obligations is stated, the term “if paid in full” must also be stated in a clear and
conspicuous manner preceding the disclosure of the deferred interest period.

% For this provision, the term “clear and conspicuous” for purpose of written or electronic advertisements means that the
disclosures must be equally prominent to the promotional rate or promotional fee to which they apply. If the disclosures are the
same type size as the promotional rate or promotional fee to which they apply, they will be deemed to be equally prominent. See
Comment 16(1) and (2) regarding the clear and conspicuous standards that apply to advertisements.

612 CFR 1026.16(g)(4)(ii) and the Comment 16(g)(1) contain additional detailed explanations of the correct way to disclose the
APR that will be in effect at the end of the promotional period if the APR will be a variable rate or is based on the consumer’s
creditworthiness.

" These requirements do not apply to an envelope or other enclosure in which an application or solicitation is mailed, or to a
banner advertisement linked to an application or solicitation provided electronically.
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o If the deferred interest offer is included in a written or electronic advertisement, the
deferred interest period and, if applicable, the term “if paid in full”” must also be stated in
immediate proximity to each statement of “no interest,” “no payments,” “deferred
interest,” “same as cash,” or similar term regarding interest or payments during the
deferred interest period.®

e The following additional information must also be included; for written or electronic
advertisements, this information must be included in a prominent location closely
proximate to the first statement of “no interest” or other similar term referred to in the
prior bullet:®

0 A statement that interest will be charged from the date the consumer becomes
obligated for the balance or transaction subject to the deferred interest offer if the
balance or transaction is not paid in full within the deferred interest period; and

o A statement, if applicable, that interest will be charged from the date the consumer
incurs the balance or transaction subject to the deferred interest offer if the account is
in default before the end of the deferred interest period.

Comment 16(9)(3) and (4) and 16(h)(4) and (5) identify practices that will and will not be
deemed to meet the requirements for “immediate proximity,” “prominent location closely
proximate to,” and “first listing” for written and electronic advertisements:

e Aterm that is in the same phrase as the statement it clarifies will be deemed to be in
“immediate proximity.”

e If information appears in the same paragraph as the first listing of a term, it will be deemed
to be in a “prominent location closely proximate to” the first statement of the term.

e Information disclosed in a footnote is not considered a “prominent location closely
proximate to” the statement.

The “first statement” is the most prominent listing of the statement on the front side of the first
page of the principal promotional document. The principal promotional document is the
document designed to be seen first by the consumer in a mailing, such as a cover letter or
solicitation letter.

8 For this provision, the term “clear and conspicuous” for purposes of written or electronic advertisements means that the required
information must be equally prominent to each statement of “no interest,” “no payments,” “deferred interest,” “same as cash,” or
similar term regarding interest or payments during the deferred interest period. If the information required to be disclosed is the
same type size as the statement of “no interest,” “no payments,” “deferred interest,” “same as cash,” or similar term regarding
interest or payments during the deferred interest period, the disclosure will be deemed to be equally prominent.

® These requirements do not apply to an envelope or other enclosure in which an application or solicitation is mailed, or to a
banner advertisement or pop-up advertisement linked to an application or solicitation provided electronically.
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e [f one of the statements does not appear on the front side of the first page of the principal
promotional document, then the first listing of one of these statements is the most prominent
listing of a statement on the subsequent pages of the principal promotional document.

e If one of the statements is not listed on the principal promotional document or there is no
principal promotional document, the first listing of one of these statements is the most
prominent listing of the statement on the front side of the first page of each document
containing one of these statements.

e If one of the statements does not appear on the front side of the first page of a document,
then the first listing of one of these statements is the most prominent listing of a statement
on the subsequent pages of the document.

e |f the listing of one of these statements with the largest type size on the front side of the
first page (or subsequent pages if one of these statements is not listed on the front side of
the first page) of the principal promotional document (or each document listing one of
these statements if a statement is not listed on the principal promotional document or
there is no principal promotional document) is used as the most prominent listing, it will
be deemed to be the first listing.

Marketing to college students (12 CFR 1026.57)

Regulation Z establishes several requirements related to the marketing of credit cards to students
at an institution of higher education. The regulation limits an issuer’s ability to offer a college
student any tangible item to induce the student to apply for or participate in a credit card plan
offered by the issuer. Specifically, Regulation Z prohibits a card issuer from offering tangible
items as inducement:

e On the campus of an institution of higher education;
e Near the campus of an institution of higher education; or
e At an event sponsored by or related to an institution of higher education.

A tangible item means physical items, such as gift cards, t-shirts, or magazine subscriptions, but
does not include non-physical items such as discounts, reward points, or promotional credit
terms. With respect to offers “near” the campus, Comment 57(c)(3) states that a location that is
within 1,000 feet of the border of the campus is considered near the campus.

Any card issuer that was a party to one or more college credit card agreements in effect at any
time during a calendar year must submit to the CFPB an annual report regarding those
agreements. The term “college credit card agreement” means any business, marketing or
promotional agreement between a card issuer and an institution of higher education or an
affiliated organization in connection with which college student credit cards are issued to college
students currently enrolled at that institution. Except for the initial report, a card issuer must
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submit its annual report for each calendar year to the CFPB by the first business day on or after
March 31 of the following calendar year.

Internet posting of credit card agreements (12 CFR 1026.58)

Each quarter, credit card issuers are required to submit to the CFPB any credit card agreement that
the issuer offered as of the last business day of the preceding calendar quarter. The CFPB posts
these agreements on the CFPB’s public website.'® If the issuer has previously submitted a
particular agreement, it does not need to resubmit it unless it has been amended. The issuer must
also notify the CFPB if it no longer offers any credit cards whose agreements have been previously
submitted. An issuer will not be required to make a quarterly submission if it does not have any
new agreements, amendments, or withdrawals. Regulation Z also contains reporting exceptions,
including for issuers who have fewer than 10,000 credit card accounts open as of the last business
day of the calendar quarter. With respect to agreements that a card issuer is required to submit to
the CFPB, the card issuer generally also must provide these same credit card agreements on its
publically available website. The card issuer must update these agreements at least quarterly.

In addition, with respect to any open credit card account (i.e., the cardholder can obtain extensions
of credit on the account or there is an outstanding balance on the account that has not been charged
off), a card issuer must provide the cardholder with access to his or her specific credit card
agreement by either (1) posting and maintaining the cardholder’s agreement on the card issuer’s
website; or (2) providing a copy of the agreement within 30 days of receipt of a consumer’s
request. If the issuer chooses to make the agreements available upon request, it generally must give
consumers the ability to place a request through its website or over the phone.

Unfair, deceptive, or abusive acts or practices (12 USC 5531 and
5536)

Under the Dodd-Frank Act, it is unlawful for any provider of consumer financial products or
services or a service provider to engage in any unfair, deceptive or abusive act or practice. As
examiners review credit card advertising materials, they should be aware of any advertising
practices that present a risk of harm to consumers. See “Unfair, Deceptive, or Abusive Acts or
Practices,” CFPB Supervision and Examination Manual, for additional information on
identifying unfair, deceptive, or abusive acts or practice.

19 |nformation about the CFPB’s database on credit card agreements is available at http://www.consumerfinance.gov/credit-
cards/agreements/.
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Examination Procedures

Advertising (12 CFR 1026.16)

1. Sample advertising copy, including any electronic advertising, since the previous examination
and verify that the terms of credit are accurate, clear, balanced, and conspicuous. If triggering
terms are used, determine that the required disclosures are made (12 CFR 1026.16).

A

Determine that the creditor does not offer college students any tangible item to induce
such students to apply for or open an open-end consumer credit plan offered by such
creditor, if such offer is made:

i.  On the campus of an institution of higher education;
ii. Near the campus of an institution of higher education; or

iii. At an event sponsored by or related to an institution of higher education. (12 CFR
1026.57(c))

If an advertisement refers to an APR as “fixed” (or similar term), determine 1) that the
advertisement also specifies a time period that the rate will be fixed and 2) that the rate
will not increase during that period. (12 CFR 1026.16(f))

If an advertisement used the word “fixed” or a similar word and no time period is
specified in which the rate will be fixed, determine that the rate will not increase while
the plan is open. (12 CFR 1026.16(f))

If an APR or fee that may be applied to the account is an introductory rate or introductory
fee, determine that the term introductory or intro is in immediate proximity to each
listing of the introductory rate or introductory fee in a written or electronic advertisement.
(12 CFR 1026.16(g)(3))

If any APR or fee that may be applied to the account is a promotional rate under 12 CFR
1026.16(g)(2)(i) or any fee that may be applied to the account is a promotional fee under
12 CFR 1026.16(g)(2)(iv), determine that the following information is stated in a clear
and conspicuous manner in the advertisement (12 CFR 1026.16(g)(4)):

i.  When the promotional rate or promotional fee will end and
ii. The annual percentage rate that will apply after the end of the promotional period.

NOTE: If such rate is variable, determine that the annual percentage rate complies with
the accuracy standards in 12 CFR 1026.60(c)(2), 1026.60(d)(3), 1026.60(e)(4), or
1026.16(b)(1)(ii), as applicable. If such rate cannot be determined at the time disclosures
are given because the rate depends at least in part on a later determination of the
consumer’s creditworthiness, determine that the advertisement discloses the specific rates

CFPB
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or the range of rates that might apply. (12 CFR 1026.16(g)(4)(ii)). Further, if the
promotional rate or fee is stated in a written or electronic advertisement, determine that
the information in 12 CFR 1026.16 (g)(4)(i), and, as applicable, 12 CFR 1026 (g)(4)(ii),
or (g)(4)(iii) are also stated in a prominent location closely proximate to the first listing of
the promotional rate or promotional fee.

. If a deferred interest offer is advertised for an open-end account not subject to 12 CFR

1026.40, determine that the deferred interest period is stated in a clear and conspicuous
manner in the advertisement. If the phrase “no interest” or similar term regarding the
possible avoidance of interest obligations under the deferred interest program is stated,
determine that the term “if paid in full” is also stated in a clear and conspicuous manner
preceding the disclosure of the deferred interest period in the advertisement. If the
deferred interest offer is included in a written or electronic advertisement, determine that
the deferred interest period and, if applicable, the term “if paid in full” are stated in
immediate proximity to each statement of “no interest,” “no payments,” “deferred
interest,” “same as cash,” or similar term regarding interest or payments during the
deferred interest period. (12 CFR 1026.16(h)(3))

. If any deferred interest offer is advertised for an open-end account not subject to 12 CFR

1026.40, determine that the 12 CFR 1026(h)(4)(i) and (h)(4)(ii) language (of 12 CFR
1026.16(h)(4) ) is stated in the advertisement and is similar to Sample G-24 in Appendix G.
If the deferred interest offer is included in a written or electronic advertisement, determine
that this information is stated in a prominent location closely proximate to the first statement
of “no interest,” “no payments,” “deferred interest,” “same as cash,” or similar term
regarding interest or payments during the deferred interest period. (12 CFR 1026.16(h)(4))

NOTE: The requirements in 12 CFR 1026.16(h)(4) apply to any advertisement of an
open-end credit plan not subject to 12 CFR 1026.40 (requirements for home equity plans)
12 CFR 1026.16(h)(1). However, the requirements do not apply to an envelope or other
enclosure in which an application or solicitation is mailed, or to a banner advertisement
or pop-up advertisement linked to an application or solicitation provided electronically.
(12 CFR 1026.16(h)(5))

| [Click&type]

Annual report to the CFPB (12 CFR 1026.57)

1.

If the card issuer was a party to one or more college credit card agreements in effect at any
time during a calendar year, verify that the card issuer submits to the CFPB an annual report
regarding those agreements in the form and manner prescribed by the CFPB. (12 CFR
1026.57(d)(1))

A. NOTE: A college credit card agreement is any business, marketing, or promotional

agreement between a card issuer and an institution of higher education (or an affiliated

CFPB
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alumni organization or foundation) in connection with which credit cards are issued to
college students at that institution of higher education. (12 CFR 1026.57(a)(5))

2. The annual report to the CFPB must include the following (12 CFR 1026.57(d)(2)):

A.

Identifying information about the card issuer and the agreements submitted, including the
issuer’s name, address, and identifying number (such as an RSSD ID number or tax
identification number);

A copy of any college credit card agreement to which the card issuer was a party that was
in effect at any time during the period covered by the report;

A copy of any memorandum of understanding in effect at any time during the period
covered by the report between the card issuer and an institution of higher education or
affiliated organization that directly or indirectly relates to the college credit card
agreement or that controls or directs any obligations or distribution of benefits between
any such entities;

The total dollar amount of any payments pursuant to a college credit card agreement from
the card issuer to an institution of higher education or affiliated organization during the
period covered by the report, and the method or formula used to determine such amounts;

The total number of credit card accounts opened pursuant to any college credit card
agreement during the period covered by the report; and

The total number of credit card accounts opened pursuant to any such agreement that
were open at the end of the period covered by the report.

If the card issuer is subject to reporting, determine if the card issuer submits its annual report
for each calendar year to the CFPB by the first business day on or after March 31 of the
following calendar year. (12 CFR 1026.57(d)(3))

| [Click&type]

Submission of agreements to the CFPB (12 CFR 1026.58(c))

1.

For card issuers that issue credit cards under a credit card account under an open-end (not
home-secured) consumer credit plan, determine that the card issuer makes quarterly
submissions to the CFPB in the form and manner specified by the CFPB that contain:

A. ldentifying information about the card issuer and the agreements submitted, including the

issuer’s name, address, and identifying number (such as an RSSD ID number or tax
identification number) (12 CFR 1026.58(c)(1)(i));

CFPB
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B. The credit card agreements that the card issuer offered to the public as of the last business
day of the preceding calendar quarter that the card issuer has not previously submitted to
the CFPB (12 CFR 1026.58(c)(1)(ii));

C. Any credit card agreement previously submitted to the CFPB that was amended during
the preceding calendar quarter and that the card issuer offered to the public as of the last
business day of the preceding calendar quarter as described in 12 CFR 1026.58(c)(3) (12
CFR1026.58(c)(1)(iii)); and

D. Notification regarding any credit card agreement previously submitted to the CFPB that
the issuer is withdrawing, as described in 12 CFR 1026.58(c)(4), (c)(5), (c)(6), and (c)(7)
(12 CFR 1026.58(c)(1)(iv)).

2. Verify that quarterly submissions were sent to the CFPB no later than the first business day
on or after January 31, April 30, July 31, and October 31, of each year. (12 CFR
1026.58(c)(1))

3. If a credit card agreement that previously has been submitted to the CFPB is amended, verify
that the card issuer submits the entire amended agreement to the CFPB, in the form and
manner specified by the CFPB, by the first quarterly submission deadline after the last day of
the calendar quarter in which the change became effective. (12 CFR1026.58(c)(3))

NOTE: If a credit card agreement has been submitted to the CFPB, the agreement has not
been amended and the card issuer continues to offer the agreement to the public, no
additional submission regarding that agreement is required.

4. If a card issuer no longer offers to the public a credit card agreement that previously has been
submitted to the CFPB, ensure that the card issuer notifies the CFPB by the first quarterly
submission deadline after the last day of the calendar quarter in which the issuer ceased to
offer the agreement. (12 CFR 1026.58(c)(4))

NOTE: A card issuer is not required to submit any credit card agreements to the CFPB if the
card issuer had fewer than 10,000 open credit card accounts as of the last business day of the
calendar quarter. (12 CFR 1026.58(c)(5)(i))

5. If anissuer that previously qualified for the de minimis exception ceases to qualify,
determine that the card issuer begins making quarterly submissions to the CFPB no later than
the first quarterly submission deadline after the date as of which the issuer ceased to qualify.
(12 CFR 1026.58(c)(5)(ii))

6. If a card issuer that did not previously qualify for the de minimis exception qualifies for the
de minimis exception, determine that the card issuer continues to make quarterly submissions
to the CFPB until the issuer notifies the CFPB that the card issuer is withdrawing all
agreements it previously submitted to the CFPB. (12 CFR 1026.58(c)(5)(iii))
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10.

11.

12.

13.

A card issuer is not required to submit to the CFPB a credit card agreement if, as of the last
business day of the calendar quarter, the agreement is offered for accounts under one or more
private label credit card plans each of which has fewer than 10,000 open accounts and is not
offered to the public other than for accounts under such a plan. ( 12 CFR 1026.58(c)(6)(i))

NOTE: A private label credit card is one that is usable only at a single merchant or affiliated
group of merchants. A private label credit card plan is all private label credit card accounts
issued by a particular issuer with credit cards usable at the same single merchant or affiliated
group of merchants. (12 CFR 1026.58(b)(8))

If an agreement that previously qualified for the private label credit card exception ceases to
qualify, determine that the card issuer submits the agreement to the CFPB no later than the
first quarterly submission deadline after the date as of which the agreement ceased to qualify.
(12 CFR 1026.58(c)(6)(ii))

If an agreement that did not previously qualify for the private label credit card exception
qualifies for the exception, determine that the card issuer continues to make quarterly
submissions to the CFPB with respect to that agreement until the issuer notifies the CFPB
that the agreement is being withdrawn. (12 CFR 1026.58(c)(6)(iii))

NOTE: A card issuer is not required to submit to the CFPB a credit card agreement if, as of
the last business day of the calendar quarter, the agreement is offered as part of a product test
offered to only a limited group of consumers for a limited period of time, is used for fewer
than 10,000 open accounts, and is not offered to the public other than in connection with such
a product test. (12 CFR 1026.58(c)(7)(i))

If an agreement that previously qualified for the product testing exception ceases to qualify,
determine that the card issuer submits the agreement to the CFPB no later than the first
quarterly submission deadline after the date as of which the agreement ceased to qualify. (12
CFR 1026.58(c)(7)(ii))

If an agreement that did not previously qualify for the product testing exception qualifies for
the exception, determine that the card issuer continues to make quarterly submissions to the
CFPB with respect to that agreement until the issuer notifies the CFPB that the agreement is
being withdrawn. (12 CFR 1026.58(c)(7)(iii))

Verify that each agreement contains the provisions of the agreement and the pricing
information in effect as of the last business day of the preceding calendar quarter. (12 CFR
1026.58(c)(8)(i)(A))

Verify that agreements do not include any personally identifiable information relating to any
cardholder, such as name, address, telephone number, or account number. (12 CFR
1026.58(c)(8)(i)(B))
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14. Verify that agreements are presented in a clear and legible font. (12 CFR
1026.58(c)(8)(i)(D))

15. Verify that pricing information is set forth in a single addendum to the agreement that
contains only the pricing information. (12 CFR 1026.58(c)(8)(ii)(A))

NOTE: With respect to information other than the pricing information that may vary between
cardholders depending on creditworthiness, state of residence, or other factors, issuers may,
but are not required to, include that information in a single addendum (the optional variable
terms addendum) to the agreement separate from the pricing addendum (12 CFR
1026.58(c)(8)(iii)).

16. If pricing information varies from one cardholder to another depending on the cardholder’s
creditworthiness or state of residence or other factors, verify that the pricing information is
disclosed either by setting forth all the possible variations (such as purchase APRs of 13
percent, 15 percent, 17 percent, and 19 percent) or by providing a range of possible variations
(such as purchase APRs ranging from 13 percent to 19 percent). (12 CFR 1026.58(c)(8)(ii)(B))

17. If a rate included in the pricing information is a variable rate, verify that the issuer identifies
the index or formula used in setting the rate and the margin. ( 12 CFR 1026.58(c)(8)(ii)(C))

18. If rates vary from one cardholder to another, verify that the issuer discloses such rates by
providing the index and the possible margins (such as the prime rate plus 5 percent, 8
percent, 10 percent, or 12 percent) or range of margins (such as the prime rate plus from 5 to
12 percent). (12 CFR 1026.58(c)(8)(ii)(C))

NOTE: The value of the rate and the value of the index are not required to be disclosed.

19. Determine that issuers do not provide provisions of the agreement or pricing information in
the form of change-in-terms notices or riders (other than the pricing information addendum
and the optional variable terms addendum). (12 CFR 1026.58(c)(8)(iv))

20. Determine that changes in provisions or pricing information are integrated into the text of
the agreement, the pricing information addendum or the optional variable terms addendum,
as appropriate. (12 CFR 1026.58(c)(8)(iv))

| [Click&type]

Posting of agreements offered to the public (12 CFR 1026.58(d))

1. Determine that the card issuer posts and maintains on its publicly available website the credit
card agreements that the issuer is required to submit to the CFPB under 12 CFR 1026.58(c).
(12 CFR 1026.58(d)(1))

2. With respect to an agreement offered solely for accounts under one or more private label credit
card plans (and the issuer does not post and maintain the agreements on its publicly available

CFPB February 2015 Procedures 14



CFPB Credit Card Account
Examination Procedures Management

website), determine that the issuer posts and maintains the agreement on the publicly available
website of at least one of the merchants where cards issued under each private label credit card
plan with 10,000 or more open accounts may be used. (12 CFR 1026.58(d)(1))

3. Verify that agreements posted pursuant to 12 CFR 1026.58(d) conform to the form and
content requirements for agreements submitted to the CFPB specified in 12 CFR
1026.58(c)(8). (112 CFR 1026.58(d)(2))

4. Determine that agreements are posted in an electronic format that is readily usable by the
general public. (12 CFR 1026.58(d)(3))

5. Verify that agreements are placed in a location on its website that is prominent and readily
accessible by the public and accessible without submission of personally identifiable
information. (12 CFR 1026.58(d)(3))

6. Determine that the card issuer updates the agreements posted on its website at least as
frequently as the quarterly schedule required for submission of agreements to the CFPB
under 12 CFR 1026.58(c). (12 CFR 1026.58(d)(4))

NOTE: If the issuer chooses to update the agreements on its website more frequently, the
agreements posted on the issuer’s website may contain the provisions of the agreement and
the pricing information in effect as of a date other than the last business day of the preceding
calendar quarter.

| [Click&type]

Posting of agreements for “open” accounts (12 CFR 1026.58(e))

1. With respect to any open (i.e., the cardholder can obtain extensions or there is an outstanding
balance on the account that has not been charged off) credit card account, determine that the
card issuer either:

A. Posts and maintains the cardholder’s agreement on its website; or

B. Promptly provides a copy of the cardholder’s agreement to the cardholder upon the
cardholder’s request.

2. If the card issuer makes an agreement available upon request, ensure that the issuer provides
the cardholder with the ability to request a copy of the agreement both by:

A. Using the issuer’s website, such as by clicking on a clearly identified box to make the
request (12 CFR 1026.58(e)(1)(ii)), and

B. Calling a readily available telephone line the number for which is displayed on the
issuer’s website and clearly identified as to purpose. (12 CFR 1026.58(e)(1)(ii) and

(€)(2)
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3. If anissuer does not maintain a website from which cardholders can access specific
information about their individual accounts determine that the issuer makes agreements
available upon request by providing the cardholder with the ability to request a copy of the
agreement by calling a readily available telephone line the number for which is (12 CFR
1026.58(e)(2)):

A. Displayed on the issuer’s website and clearly identified as to purpose; or

B. Included on each periodic statement sent to the cardholder and clearly identified as to
purpose.

4. Verify that the card issuer sends to the cardholder or otherwise make available to the
cardholder a copy of the cardholder’s agreement in electronic or paper form no later than 30
days after the issuer receives the cardholder’s request. (12 CFR 1026.58(e)(1)(ii))

5. Determine that agreements posted on the card issuer’s website or made available upon the
cardholder’s request conform to the form and content requirements for agreements submitted
to the CFPB specified in 12 CFR 1026.58(c)(8). (12 CFR 1026.58(e)(3)(i))

6. If the card issuer posts an agreement on its website or otherwise provides an agreement to a
cardholder electronically, verify that the agreement is posted or provided in an electronic
format that is readily usable by the general public and is placed in a location that is
prominent and readily accessible to the cardholder. (12 CFR 1026.58(e)(3)(ii))

7. If agreements posted or otherwise provided contain personally identifiable information
relating to the cardholder, such as name, address, telephone number, or account number,
ensure that the issuer takes appropriate measures to make the agreement accessible only to
the cardholder or other authorized persons. (12 CFR 1026.58(e)(3)(iii))

8. Determine that agreements posted or otherwise provided set forth the specific provisions and
pricing information applicable to the particular cardholder. (12 CFR 1026.58(e)(3)(iv))

9. Determine that provisions and pricing information are complete and accurate as of a date no
more than 60 days prior to (12 CFR 1026.58(e)(3)(iv)):

A. The date on which the agreement is posted on the card issuer’s website under 12 CFR
1026.58(e)(1)(i);

B. The date the cardholder’s request is received under 12 CFR 1026.58(e)(1)(ii) or (e)(2).

NOTE: Card issuers may provide credit card agreements in electronic form under 12 CFR
1026.58(d) and (e) without regard to the consumer notice and consent requirements of 15
USC 101(c) of the Electronic Signatures in Global and National Commerce Act (E-Sign Act)
(15 USC. 7001 et seq.). (12 CFR 1026.58(f))

| [Click&type]
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Module 2: Account Origination

Rules on issuance of credit cards (12 CFR 1026.12(a))

Issuers are generally required to issue credit cards only upon oral or written request, or as a
renewal of, or substitute for, an accepted credit card.

Consumers can apply for credit card accounts through a variety of channels; for example, in
response to a prescreened offer, by completing a “take-one” application, submitting an electronic
application, or directly calling an issuer. Regulation Z contains several requirements for
disclosures that generally must accompany application or solicitation materials. The Fair Credit
Reporting Act (FCRA)/Regulation V and the Equal Credit Opportunity Act/Regulation B
(Regulation B) also contain several requirements with which credit card issuers must comply
when soliciting requests from consumers to open a credit or charge card account.

Prescreened consumer reports and opt-out notices (15 USC
1681b(c) and 1681m(d); 12 CFR 1022.54)

Credit card issuers who use prescreened offers to solicit requests from consumers to open a
credit or charge card account must ensure that they do so incompliance with the FCRA, which
permits credit card issuers to obtain prescreened consumer reports to make firm offers of credit
to consumers, unless the consumer elects to opt out of being included on prescreened lists. The
law contains a number of requirements for the content of the prescreened lists, as well as notice
and opt-out requirements. These requirements are discussed in detail in the Fair Credit Reporting
Act section of the CFPB Examination Manual.**

Credit and charge card applications and solicitations (12 CFR
1026.60)

Regulation Z generally requires credit card issuers to provide disclosures on or with credit card
applications and solicitations, in order to ensure that consumers are aware of certain costs and
fees associated with a particular credit card prior to applying for or requesting the card. Credit
card solicitation or application disclosures generally must be made in a tabular format on or with
a solicitation or an application that is mailed to consumers or provided to consumers in electronic
form. The regulation also contains certain disclosure requirements for telephone applications and
solicitations initiated by the card issuer, as well as applications and solicitations made available
to the general public (such as catalog, magazine, or other generally available publications) or
provided in-person to the consumer. See Appendix 1 to these procedures for detailed information
on the required contents of these disclosures.

1! See “Fair Credit Reporting Act,” CFPB Supervision and Examination Manual V.2 (October 2012), at FCRA 23.
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Ability to Pay (12 CFR 1026.51)
General Provisions

Credit card issuers are required to consider an applicant’s ability to pay the minimum monthly
payment on an account prior to opening a credit card account or increasing a credit limit. The
regulation states that this determination must be based on consideration of the applicant’s income
or assets and the applicant’s current obligations. A card issuer may consider other factors at its
option, such as credit score, provided the additional factors are permissible under Regulation B.
The issuer may consider income based on the following information:

e Information provided by the consumer in connection with the account, including
information provided by the consumer through the application process;

e Information provided by the applicant in connection with other financial relationships
with the issuer or the issuer’s affiliates (subject to information sharing rules);

e Information from third parties (subject to information sharing rules); or

e Information obtained through any empirically derived, demonstrably and statistically
sound model that reasonably estimates an applicant’s income or assets, including any
income or assets to which the applicant has a reasonable expectation of access.

A card issuer may consider the consumer’s current obligations based on information provided by
the consumer or in a consumer report. In evaluating a consumer's current obligations, a card
issuer need not assume that credit lines for other obligations are fully utilized.

Card issuers must use a reasonable method for estimating the minimum monthly payment for the
purpose of determining the consumer’s ability to pay. Regulation Z contains a “safe harbor”
provision, which states that a card issuer complies with the requirement that it use a reasonable
method for determining the minimum monthly payment if the card issuer does the following:

e Assumes utilization, from the first day of the billing cycle, of the full credit line that the
issuer is considering offering to the consumer; and

e Uses the same minimum monthly payment formula that it uses for the actual product,
provided that if the minimum monthly payment calculation includes interest and/or
mandatory fees, the issuer includes them in the calculation.
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Card issuers are also required to establish and maintain reasonable written policies and
procedures to consider the applicant’s ability to pay. “Reasonable” policies and procedures
include the issuer’s policy on consideration of income (whether it will consider income and/or
assets (income/assets) to which the consumer has “reasonable expectation of access,” or whether
it will limit consideration to the consumer’s independent income/assets). “Reasonable” policies
and procedures also include the consideration of at least one of the following:

e The ratio of debt obligations to income;
e The ratio of debt obligations to assets; or
e Residual income.

Applicants 21 or older

If an applicant is 21 or older, the card issuer is required to determine the applicant’s and any co-
applicant/cosigner/guarantor’s ability to pay based on the applicant/co-
applicant/cosigner/guarantor’s current or reasonably expected income or assets in order to open a
credit card account or increase a credit line. The issuer may also consider any income or assets to
which the parties have a “reasonable expectation of access” as part of the applicant(s)’current or
reasonably expected income; however, the issuer is not required to do so. Comment
51(a)(1)(i)(4)(ii) provides examples of “current or reasonably expected income,” including
current or expected salary, wages, bonus pay, tips, and commissions. Other sources of income
could include interest or dividends, retirement benefits, public assistance, alimony, child support,
or separate maintenance payments. Current or reasonably expected income also includes income
that is deposited regularly in an account on which the applicant is an accountholder. The income
and/or assets to which an applicant has a “reasonable expectation of access” includes those in
which an applicant does not have a current or expected ownership interest but that are available
to an applicant through the actions of a non-applicant (for example, the non-applicant regularly
pays the expenses of the applicant).

Applicants under the age of 21

If the applicant is under the age of 21, the issuer may not open a credit card account unless the
issuer has financial information indicating that the applicant can make the minimum monthly
payment based on the applicant’s current or reasonably expected income or assets, or the issuer
has a signed agreement from a co-applicant/cosigner/guarantor who is 21 or older and has a
documented ability to make the minimum monthly payment. It is important to note that if the
applicant is under 21, the issuer may not consider income or assets to which the applicant only
has a “reasonable expectation of access;” however, it may use that standard to assess the over-21
co-applicant/cosigner/guarantor’s ability to pay.
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Disclosures required to be provided to the consumer at account
opening (12 CFR 1026.5 and 1026 1026.6)

Regulation Z requires that card issuers provide certain disclosures to consumers at account
opening. These disclosures generally must be made clearly and conspicuously, in a form that the
consumer can keep. In general, this means that the disclosures must be written or in electronic
form, unless Regulation Z specifically states otherwise.

These disclosures must generally be provided to the consumer before the first transaction is made
under the plan, although Regulation Z contains exceptions for certain charges that are imposed as
part of the plan and are not required to be disclosed under 12 CFR 1026.6(b)(2)*? and instances
where the consumer establishes the credit card account over the phone and makes the first
transaction at that time.*®

See Appendix 1 to these procedures for detailed information on the required formatting and
contents of these disclosures.

Collection of membership and application fees (12 CFR
1026.5(b) (1) (iv)(A) and 1026.5(b) (1) (Vv))

In general, the card issuer may not collect any fee before account opening disclosures are provided;
however, Regulation Z permits certain membership fees and application fees to be collected before
account opening disclosures are provided, as long as specific requirements are met.

An issuer may collect or obtain the consumer’s agreement to pay membership fees, including
application fees excludable from the finance charge under 12 CFR 1026.4(c)(1), before
providing account-opening disclosures. In order to do so, the consumer must be able to reject the
plan after receiving the disclosures and have no obligation to pay these fees, or any other fee or
charge.™ If the consumer rejects the plan, the issuer must promptly refund the membership fee or
application fee if it has been paid, or take other action necessary to ensure the consumer is not
obligated to pay that fee or any other fee or charge.

Limitations on fees during first year after account opening (12 CFR
1026.52(a))

During the first year after the opening of a credit card account, the card issuer may not require
the consumer to pay fees in excess of the 25 percent of the credit limit in effect when the account

12 See 12 CFR 1026.5(b)(1)(ii)
13 See 12 CFR 1026.5(b)(1)(iii)

14 A membership fee for purposes of this 12 CFR 1026.5 has the same meaning as a fee for the issuance or availability of credit
described in 12 CFR 12 CFR 1026.60(b)(2).
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is opened.*® The 25 percent limit applies to any fees or other charges that the card issuer may or
will require the consumer to pay with respect to the account during the first year after account
opening, other than charges attributable to periodic interest rates. For example, the following fees
would be counted towards the 25 percent limit:

e Fees for the issuance or availability of credit, including any fee based on account activity
or inactivity and any fee that a consumer is required to pay in order to receive a particular
credit limit;

e Fees for insurance, debt cancellation, or debt suspension coverage written in connection
with the credit transaction, if the insurance, debt cancellation, or debt suspension is
required by the terms of the account;

e Fees that the consumer is required to pay in order to engage in transactions using the
account (such as cash advance fees, balance transfer fees, foreign transaction fees, and
fees for using the account for purchases);

e Fees that the consumer is required to pay for violating the terms of the account (except
those specifically excluded, as described later);

e Fixed finance charges;

e Minimum charges imposed if a charge would otherwise have been determined by
applying a periodic interest rate to a balance except for the fact that such charge is
smaller than the minimum; and

e A security deposit for the account, provided that it is charged to the credit card account.

Certain fees are specifically excluded from this prohibition and do not count towards the 25
percent limitation:

e Late payment fees, over the limit fees, and returned payment fees; and

e Fees that the consumer is not required to pay with respect to the account, such as an
expedited payment fee, fees for optional services like travel insurance, fees for reissuing
a lost or stolen card, or statement reproduction fees.

A card issuer that charges a fee to a credit card account that exceeds the 25 percent limit will not
violate the prohibition if the card issuer waives or removes the fee and any associated interest
charges or credits the account for an amount equal to the fee and any associated interest charges
within a reasonable amount of time, but no later than the end of the billing cycle following the
billing cycle during which the fee was charged.

%8 For the purposes of this requirement, an account is considered “opened” no earlier than the date on which the consumer may
use the account to engage in transactions.
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Only decreases to the credit limit during the first year after the account is opened affect the
amount of fees that the issuer can assess. If a card issuer decreases the credit limit during the first
year after the account is opened, the card issuer is required to waive, remove, or credit the
consumer’s account for fees that exceed 25 percent of the reduced credit limit.

Limitations on penalty fees (12 CFR 1026.52(b))

Regulation Z contains specific requirements for card issuers who assess penalty fees against
consumers who violate the terms or other requirements of a credit card account. Penalty fees
imposed by card issuers must be reasonable and proportional to the violation of the account
terms. Card issuers must reevaluate penalty fees at least annually to ensure that the fee represents
a reasonable proportion of the total costs incurred by the card issuer as a result of the consumer’s
violation.® If the issuer determines that the fee must be decreased based on this reevaluation, it
must decrease the fee within 45 days after completing the reevaluation. Card issuers may also
increase a fee if the reevaluation determined that a higher fee represents a reasonable proportion
of the cost, and may begin charging the increased fee once it has provided consumers with the
Change-in-Terms Notice required by 12 CFR 1026.9."

As an alternative, Regulation Z contains a “safe harbor” provision, which is that a card issuer’s
penalty fees will be considered reasonable and proportional (and will not require annual
reevaluation) if the dollar amount of the fee does not exceed:

e $27 for the first instance of a violation:;

o $38, if the card issuer previously imposed a penalty fee for a violation of the same type
that occurred during the same billing cycle or one of the next six billing cycles; or

e |f the account is a charge card that requires payment of the full outstanding balance at the
end of each billing cycle, three percent of the delinquent balance if the card issuer has not
received the required payment for two or more consecutive billing cycles.®

Credit card issuers must not charge penalty fees that exceed the dollar amount associated with the
consumer’s violation of the terms or other requirements of the credit card account. For example, an
issuer may not charge a $39 late payment fee on the day after a $20 minimum payment is due but
is not received. Instead, in this example, the fee cannot exceed $20. The regulation also bans
imposition of penalty fees when there is no dollar amount associated with the violation, such as
transactions that the card issuer declines to authorize, “inactivity” based on the consumer’s failure

18 The Official Interpretation to 12 CFR 1026.52(b)(1)(i) discusses the factors that should be included in this annual reevaluation
of penalty fees.

17 See the “Change-in-Terms Notice” section of these examination procedures.

'8 The dollar amounts of the “safe harbor” fees are adjusted annually by the CFPB to reflect changes in the Consumer Price
Index. The amounts listed are those in effect beginning January 1, 2014. Through December 31, 2016 card issuers were permitted
to impose fees of $26 for the first instance of a violation, and $36 if the card issuer if the card issuer previously imposed a penalty
fee for a violation of the same type that occurred during the same billing cycle or one of the next six billing cycles.

CFPB February 2015 Procedures 22



CFPB Credit Card Account
Examination Procedures Management

to use the account to make new purchases, or the closure or termination of an account. It also
prohibits issuers from charging multiple penalty fees based on a single event or transaction.
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Examination Procedures

Credit and charge card application and solicitation disclosures (12
CFR 1026.60)

1.

Determine that the credit card solicitation or application disclosures were made clearly and
conspicuously on or with a solicitation or an application. (12 CFR 1026.60)

For the disclosures in 12 CFR 1026.60(b)(1) through (5) (except for (b)(1)(iv)(B) and (b)(7)
through (15), determine that the creditor made the disclosures required for 12 CFR
1026.60(c), (d)(2), (e)(1) and (f) in the form of a table with headings, content, and format
substantially similar to the applicable tables found in G-10 in Appendix G to Regulation Z.
(12 CFR 1026.60(a)(2)(i))

Determine that the table required by 12 CFR 1026.60(a)(2)(i) contains only the information
required or permitted by that section of the regulation. If the creditor provides other
information, determine that such information appears outside the table. (12 CFR
1026.60(a)(2)(ii))

Determine that the disclosures required by 12 CFR 1026.60(b)(1)(iv)(B), (b)(1)(iv)(C), and
(b)(6) are placed directly beneath the table required by 12 CFR 1026.60(a)(2)(i). (12 CFR
1026.60(a)(2)(iii))

When a tabular format is required, determine that the following disclosures are disclosed in
bold text (12 CFR 1026.60(a)(2)(iv)):

A. Annual percentage rate required to be disclosed pursuant to 12 CFR 1026.60(b)(1),
B. Introductory rate required to be disclosed pursuant to 12 CFR 1026.60(b)(2)(ii),

C. Rate that will apply after a premium initial rate expires required to be disclosed under 12
CFR 1026.60(b)(1)(iii), and

D. Fee or percentage amounts or maximum limits on fee amounts required to be disclosed
pursuant to 12 CFR 1026.60 (b)(2), (b)(4), (b)(8) through (b)(13).

NOTE: Bold text shall not be used for the amount of any periodic fee disclosed pursuant
to 12 CFR 1026.60(b)(2) that is not an annualized amount, and other APRs or fee
amounts disclosed in the table. (12 CFR 1026.60(a)(2)(iv))

Determine that the card issuer discloses, on or with an solicitation or application: (12 CFR
1026.60(b))

A. Annual percentage rate. Each periodic rate that may be used to compute the finance
charge on an outstanding balance for purchases, a cash advance, or a balance transfer,
expressed as an annual percentage rate. When more than one rate applies for a category
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of transactions, determine that the range of balances to which each rate is applicable is
also disclosed. (12 CFR 1026.60(b)(1))

NOTE: The APR for purchases disclosed pursuant to 12 CFR 1026.60(b)(1) shall be in at
least 16-point type, except for the following: Oral disclosures of the annual percentage
rate for purchases; or a penalty rate that may apply upon the occurrence of one or more
specific events.

I. Variable rate information. If a rate is a variable rate, determine that the card
issuer discloses the fact that the rate may vary and how the rate is determined.
Determine that the card issuer identifies the type of index or formula that is used
in setting the rate. Determine that the value of the index and the amount of the
margin that are used to calculate the variable rate are not disclosed in the table.
Determine further that any applicable limitations on rate increases are not
included in the table. (12 CFR 1026.60(b)(1)(i))

ii. Discounted initial rate. If the initial rate is an introductory rate, determine that the
card issuer discloses in the table the introductory rate, the time period during
which the introductory rate will remain in effect, and the term “introductory” or
“intro” in immediate proximity to the introductory rate. Determine further that the
card issuer discloses, as applicable, either the variable or fixed rate that would
otherwise apply to the account. (12 CFR 1026.60(b)(1)(ii))

iii. Premium initial rate. If the initial rate is temporary and is higher than the rate that
will apply after the temporary rate expires, determine that the card issuer discloses
the premium initial rate and the time period during which the premium initial rate
will remain in effect. Determine that the premium initial rate for purchases is in at
least 16-point type. Determine that the issuer discloses in the table the rate that
will apply after the premium initial rate expires, in at least 16-point type. (12 CFR
1026.60(b)(2)(iii))

iv. Penalty rates. Except as for provided introductory rate or employee preferential
rate requirements (discussed later), if a rate may increase as a penalty for one or
more events specified in the account agreement, such as a late payment or an
extension of credit that exceeds the credit limit, determine that the card issuer
discloses the increased rate that may apply, a brief description of the event or
events that may result in the increased rate, and a brief description of how long
the increased rate will remain in effect. (12 CFR 1026.60(b)(1)(iv)(A))

V. Introductory rate. If the issuer discloses an introductory rate in the table or in any
written or electronic promotional materials accompanying applications or
solicitations (and subject to paragraph (c) or (e) of 12 CFR 1026.60), determine
that the issuer briefly discloses, directly beneath the table, the circumstances, if
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Vi.

Vii.

viii.

any, under which the introductory rate may be revoked, and the type of rate that
will apply after the introductory rate is revoked. (12 CFR 1026.60(b)(1)(iv)(B))

Employee preferential rates. If the issuer discloses in the table a preferential APR
for which only employees of the card issuer, employees of a third party, or other
individuals with similar affiliations with the card issuer or third party are eligible,
determine that the issuer briefly discloses directly beneath the table the
circumstances under which such preferential rate may be revoked and the rate that
will apply after such preferential rate is revoked. (12 CFR 1026.60(b)(1)(iv)(C))

Rates that depend on consumer’s creditworthiness. If a rate cannot be determined
at the time disclosures are given because the rate depends, at least in part, on a
later determination of the consumer’s creditworthiness, determine that the card
issuer discloses the specific rates or the range of rates that could apply and a
statement that the rate for which the consumer may qualify at account opening
will depend on the consumer’s creditworthiness, and other factors if applicable.
(12 CFR 1026.60(b)(1)(Vv))

NOTE: If the rate that depends, at least in part, on a later determination of the
consumer’s creditworthiness is a penalty rate, as described in (b)(1)(iv), the card
issuer at its option may disclose the highest rate that could apply, instead of
disclosing the specific rates or the range of rates that could apply. (12 CFR
1026.60(b)(21)(v))

APRs that vary by state. Determine that the card issuer does not list annual
percentage rates for multiple states in the table. Note, however, that issuers
imposing annual percentage rates that vary by state may, at the issuer’s option,
disclose in the table: the specific annual percentage rate applicable to the
consumer’s account; or the range of the annual percentage rates, if the disclosure
includes a statement that the annual percentage rate varies by state and refers the
consumer to a disclosure provided with the table where the annual percentage rate
applicable to the consumer’s account is disclosed. (12 CFR 1026.60(b)(1)(vi))

Fees for issuance or availability. Determine that the card issuer discloses any annual or
other periodic fee, expressed as an annualized amount, or any other fee that may be
imposed for the issuance or availability of a credit or charge card, including any fee based
on account activity or inactivity. (12 CFR 1026.60(b)(2))

Fixed finance charge; minimum interest charge. Determine that the creditor discloses any
fixed finance charge that could be imposed during a billing cycle, as well as a brief
description of that charge. Determine that the creditor discloses any minimum interest
charge if it exceeds $1.00 that could be imposed during a billing cycle, and a brief
description of the charge. (12 CFR 1026.60(b)(3))
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D.

Transaction charge. Determine that the creditor discloses any transaction charge imposed
for the use of the card for purchases. (12 CFR 1026.60(b)(4))

Grace period. Determine that the issuer discloses the date by which or the period within
which any credit extended for purchases may be repaid without incurring a finance
charge due to a periodic interest rate and any conditions on the availability of the grace
period. If no grace period is provided, determine that this fact is disclosed. In disclosing
in the tabular format a grace period that applies to all types of purchases, determine that
the issuer uses the phrase “How to Avoid Paying Interest on Purchases” as the heading
for the row describing the grace period. If a grace period is not offered on all types of
purchases, in disclosing this fact in the tabular format, determine that the issuer uses the
phrase “Paying Interest” as the heading for the row describing this fact.

NOTE: If the length of the grace period varies, the card issuer may disclose the range of
days, the minimum number of days, or the average number of days in the grace period, if
the disclosure is identified as a range, minimum, or average. (12 CFR 1026.60(b)(5))

Balance computation method. Determine that the creditor disclosed the name of the balance
computation method that is used to determine the balance on which the finance charge is
computed, or an explanation of the method used if it is not listed. In determining which
balance computation method to disclose, the creditor should have assumed that the credit
extended will not be repaid within any grace period. (12 CFR 1026.60(b)(6))

NOTE: Disclosures required by 12 CFR 1026.60(b)(6) must be placed directly beneath
the table.

Statement on charge card payments. Determine that the creditor discloses a statement that
charges incurred by use of the charge card are due when the periodic statement is
received. (12 CFR 1026.60(b)(7))

Cash advance fee. Determine that the creditor disclosed any fee imposed for an extension
of credit in the form of cash or its equivalent. (12 CFR 1026.60(b)(8))

Late payment fee. Determine that the creditor disclosed any fee imposed for a late
payment. (12 CFR 1026.60(b)(9))

Over-the-limit fee. Determine that the creditor disclosed any fee imposed for exceeding
the credit limit. (12 CFR 1026.60(b)(10))

Balance transfer fee. Determine that the creditor disclosed any fee imposed to transfer a
balance. (12 CFR 1026.60(b)(11))

Returned payment fee. Determine that the creditor disclosed any fee imposed for a
returned payment. (12 CFR 1026.60(b)(12))
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M. Required insurance, debt cancellation, or debt suspension coverage. Determine that the
fee imposed required insurance, debt cancellation or suspension coverage is disclosed if
the insurance, debt cancellation or coverage is required as part of the plan. (12 CFR
1026.60(b)(13))

N. Available credit. Determine whether total of required fees for the issuance or availability
of credit and/or security deposit debited to the account at account opening equal or
exceed 15 percent of minimum credit limit for the account. If so, determine that the
creditor disclosed, as applicable, the available credit remaining after the fees and/or
security deposit are debited to the account. (12 CFR 1026.60(b)(14))

O. Website reference. For issuers of credit cards that are not charge cards, determine that the
creditor disclosed a reference to the website established by the Consumer Financial
Protection Bureau (CFPB) and a statement that the consumers may obtain on the website
information about shopping for and using credit cards. (12 CFR 1026.60(b)(15))

| [Click&type]

Ability to make the required minimum payments (12 CFR 1026.51)

1. Determine that the card issuer does not open a credit card account for a consumer unless the
card issuer considers the ability of the consumer to make the required minimum periodic
payments under the terms of the account based on the consumer’s income or assets and
current obligations. (12 CFR 1026.51(a)(1)(i))

2. Verify that the card issuer establishes and maintains reasonable written policies and
procedures to consider a consumer’s income or assets and current obligations. Reasonable
policies and procedures to consider a consumer’s ability to make the required payments
include a consideration of at least one of the following: (12 CFR 1026.51(a)(1)(ii))

A. The ratio of debt obligations to income;
B. The ratio of debt obligations to assets; or
C. The income the consumer will have after paying debt obligations.

NOTE: Reasonable written policies and procedures may include treating any income and
assets to which the consumer has a reasonable expectation of access as the consumer’s
income or assets, or may be limited to consideration to the consumer’s independent income
and assets.

3. Confirm that the card issuer does not issue a credit card to a consumer who does not have any
income or assets, and that the credit does not issue a credit card without reviewing any
information about a consumer’s income, assets, or current obligations. (12 CFR
1026.51(a)(1)(ii))
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NOTE: A card issuer may consider the consumer’s income or assets based on information
provided by the consumer, in connection with the credit card account or any other financial
relationship the card issuer or its affiliates has with the consumer, subject to any applicable
information-sharing rules, and information obtained through third parties, subject to any
applicable information-sharing rules. A card issuer may also consider information obtained
through any empirically derived, demonstrably and statistically sound model that reasonably
estimates a consumer’s income or assets. (Comment 12 CFR 1026.51(a)-5)

4. Determine that the card issuer uses a reasonable method for estimating the minimum periodic
payments the consumer would be required to pay under the terms of the account. (12 CFR
1026.51(a)(2)(i))

5. A card issuer’s estimate of the minimum periodic payment is compliant (i.e., receives the
benefit of a safe harbor) if it uses the following method (12 CFR 1026.51(a)(2)(i1)):

A. The card issuer assumes utilization, from the first day of the billing cycle, of the full
credit line that the issuer is considering offering to the consumer; and

B. The card issuer uses a minimum payment formula employed by the issuer for the product
the issuer is considering offering to the consumer or, in the case of an existing account,
the minimum payment formula that currently applies to that account, provided that:

i. If the applicable minimum payment formula includes interest charges, the card issuer
estimates those charges using an interest rate that the issuer is considering offering to
the consumer for purchases or, in the case of an existing account, the interest rate that
currently applies to purchases; and

ii. If the applicable minimum payment formula includes mandatory fees, the card issuer
must assume that such fees have been charged to the account.

6. Rules affecting young consumers: If the card issuer opens a credit card account under an
open-end (not home-secured) consumer credit plan for a consumer less than 21 years old,
verify that the issuer requires that such consumers:

A. Submit a written application; and

B. Either possess an independent ability to make the required minimum periodic payments
on the proposed extension of credit in connection with the account under 12 CFR
1026.51(b)(2)(i)) or provide a signed agreement of a cosigner, guarantor, or joint
applicant who is at least 21 years old who has the ability to make the required minimum
periodic payments on such debts, and be either jointly liable with the consumer for any
debt on the account, or secondarily liable for any debt on the account incurred by the
consumer before the consumer has attained the age of 21 pursuant to 12 CFR
1026.51(b)(2)(ii)(A) and (B).

CFPB February 2015 Procedures 29



CFPB Credit Card Account
Examination Procedures Management

| [Click&type]

Account opening initial disclosures (12 CFR 1026.6)

1.

Review financial institution policies, procedures, and systems to determine, either separately
or when completing the actual file review, whether the account opening initial disclosures are
provided before the first transaction is made under the plan (12 CFR 1026.5(b)(1).

Determine that the creditor provided the account-opening disclosures specified in 12 CFR
1026.6(b)(2)(i) through (b)(2)(v) (except for 12 CFR 1026.6 (b)(2)(i)(D)(2) and 12 CFR
1026.6 (b)(2)(vii) through (b)(2)(xiv) in the form of a table with the headings, content, and
format substantially similar to any of the applicable tables in G-17 in Appendix G to
Regulation Z. (12 CFR 1026.6(b)(1))

Determine that the following disclosures are disclosed in bold text (12 CFR 1026.6(b)(1)(i)):
A. Any APR required to be disclosed pursuant to 12 CFR 1026.6(b)(2)(i);

B. Any introductory rate permitted to be disclosed pursuant to 12 CFR 1026.6 (b)(2)(i)(B) or
required to be disclosed under 12 CFR 1026.6 (b)(2)(i)(F);

C. Any rate that will apply after a premium initial rate expires permitted to be disclosed
pursuant to 12 CFR 1026.6 (b)(2)(1)(C) or required to be disclosed pursuant to 12 CFR
1026.6 (b)(2)(i)(F); and

D. Any fee or percentage amounts or maximum limits on fee amounts disclosed pursuant to
12 CFR 1026.6 (b)(2)(ii), (b)(2)(iv), (b)(2)(vii) through (b)(2)(xii).

Determine that bold text is not used for: The amount of any periodic fee disclosed pursuant to
12 CFR 1026.6(b)(2) that is not an annualized amount; and other annual percentage rates or
fee amounts disclosed in the table. (12 CFR 1026.6(b)(1)(i))

Determine that only the information required or permitted by 12 CFR 1026.6 (b)(2)(i)
through (b)(2)(v) (except for 12 CFR 1026.6 (b)(2)(i)(D)(2)) and (b)(2)(vii) through
(b)(2)(xiv) are provided in the table. Disclosures required by 12 CFR 1026.6 (b)(2)(i)(D)(2),
(b)(2)(1))(D)(3), (b)(2)(vi) and (b)(2)(xVv) shall be placed directly below the table required by
12 CFR 1026.6(b)(1). (12 CFR 1026.6(b)(1)(ii))

NOTE: Disclosures required by 12 CFR 1026.6(b)(3) through (b)(5) that are not otherwise
required to be in the table and other information may be presented with the account
agreement or account-opening disclosure statement, provided such information appears
outside the required table.

For creditors that impose fees referred to in 12 CFR 1026.6(b)(2)(vii) through (b)(2)(xi) that
vary by state and that provide the disclosures required by 12 CFR 1026.6(b) in person at the
time the open-end (not home-secured) plan is established in connection with financing the
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purchase of goods or services determine that the creditor discloses in the account-opening
table either:

A
B.

The specific fee applicable to the consumer’s account, or

The range of fees, a statement that the amount of the fee varies by state, and a reference
to the account agreement or other disclosure provided with the account-opening table
where the amount of the fee applicable to the consumer’s account is disclosed. (12 CFR
1026.6(b)(1)(iii))

NOTE: A creditor is not permitted to list fees for multiple states in the account-opening
summary table (12 CFR 1026.6(b)(1)(iii)).

If the amount of any fee required to be disclosed under 12 CFR 1026.6 is determined on
the basis of a percentage of another amount, the percentage used and the identification of
the amount against which the percentage is applied may be disclosed instead of the
amount of the fee. (12 CFR 1026.6(b)(1)(iv))

7. Determine that the creditor discloses in the appropriate format, as applicable:

A

Annual percentage rate. Each periodic rate that may be used to compute the finance
charge on an outstanding balance for purchases, a cash advance, or a balance transfer,
expressed as an APR. When more than one rate applies for a category of transactions,
determine that the creditor discloses the range of balances to which each rate is
applicable. Ensure that the APR for purchases disclosed pursuant to this paragraph is in at
least 16-point type, except for a penalty rate that may apply upon the occurrence of one
or more specific events. (12 CFR 1026.6(b)(2)(i))

i. Variable rate information. If the rate is a variable rate, determine that the creditor also
disclosed the fact that the rate may vary and how the rate is determined (i.e., identify
the type of index or formula used in setting the rate). (12 CFR 1026.6(b)(2)(i)(A))

ii. Discounted initial rate. If the initial rate is an introductory rate, determine that the
creditor disclosed that the rate would otherwise apply to the account. Where the rate
is not tied to an index or formula, determine that the creditor disclosed the rate that
will apply after the introductory rate expires. For a variable rate account, determine
that the creditor disclosed a rate based on the applicable index or formula in
accordance with the accuracy requirements. (12 CFR 1026.6(b)(2)(i)(B))

iii. Premium initial rate. If the initial rate is temporary and is higher than the rate that
will apply after the temporary rate expires, determine that the creditor disclosed the
premium initial rate. Determine that the premium rate for purchases is in at least 16-
point type. (12 CFR 1026.6(b)(2)(i)(C))
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iv. Penalty rates. Except for introductory rates and employee preferential rates
(discussed later), if the rate is a penalty rate, determine that the creditor disclosed as
part of the APR disclosure the increased rate that may apply, a brief description of the
event or events that may result in the increased rate, and a brief description of how
long the increased rate will remain in effect. (12 CFR 1026.6(b)(2)(i)(D)(1))

v. Introductory rates. If the creditor discloses in the table an introductory rate, as that
term is defined in 12 CFR 1026.16(g)(2)(ii), determine that the creditor briefly
disclosed directly beneath the table the circumstances under which the introductory
rate may be revoked, and the rate that will apply after the introductory rate is revoked.
(12 CFR 1026.6(b)(2)(i)(D)(2))

vi. Employee preferential rates. If the creditor discloses in the table a preferential APR
for which only employees of the creditor, employees of a third party, or other
individuals with similar affiliations with the creditor or third party are eligible,
determine that the creditor briefly disclosed directly beneath the table the
circumstances under which the preferential rate may be revoked, and the rate that will
apply after the preferential rate is revoked. (12 CFR 1026.6(b)(2)(i)(D)(3))

vii. Point of sale where APRs vary by state or based on creditworthiness. If the creditor
imposes an APR that varies by state or based on the consumer’s creditworthiness and
provides required disclosures in person at the time the open-end (not home-secured)
plan is established in connection with financing the purchase of goods or services,
determine that the creditor discloses either (12 CFR 1026.6(b)(2)(i)(E)):

a. The specific APR applicable to the consumer’s account, or

b. The range of the APRs, if the disclosure includes a statement that the APR
varies by state or will be determined based on the consumer’s
creditworthiness and refers the consumer to the account agreement or other
disclosure provided with the account-opening table where the AP applicable
to the consumer’s account is disclosed. Determine that the creditor does not
list APRs for multiple states in the account opening table.

B. Determine that the issuer discloses in the table (12 CFR 1026.6(b)(2)(i)(F)):
c. Any introductory rate, and
d. Any rate that would apply upon expiration of a premium initial rate.

C. Fees for issuance or availability. Determine that the credit disclosed any annual or
periodic fee that may be imposed for the issuance or availability of an open-end plan
(including any fee based on account activity or inactivity); how frequently the fee will be
imposed; and the annualized amount of the fee. (12 CFR 1026.6(b)(2)(ii))
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D.

Fixed finance charge and minimum interest charge. Determine that the creditor disclosed
any fixed finance charge and any minimum interest charge if it exceeds $1.00 that could
be imposed during a billing cycle, and a brief description of the charge. (12 CFR
1026.6(b)(2)(iii))

Determine that the creditor disclosed any non-periodic fee that relates to opening the
plan. A creditor must disclose that the fee is a one-time fee. (12 CFR 1026.6(b)(2)(ii)(B))

Transaction charges. Determine that the creditor discloses any transaction charge
imposed by the creditor for use of the open-end plan for purchases. (12 CFR
1026.6(b)(2)(iv))

Grace period. The date by which or the period within which any credit extended may be
repaid without incurring a finance charge due to a periodic interest rate and any
conditions on the availability of the grace period. If no grace period is provided, that fact
must be disclosed. If the length of the grace period varies, the creditor may disclose the
range of days, the minimum number of days, or the average number of the days in the
grace period, if the disclosure is identified as a range, minimum, or average. In disclosing
in the tabular format a grace period that applies to all features on the account, the phrase
“How to Avoid Paying Interest” shall be used as the heading for the row describing the
grace period. If a grace period is not offered on all features of the account, in disclosing
this fact in the tabular format, the phrase “Paying Interest” shall be used as the heading
for the row describing this fact. (12 CFR 1026.6(b)(2)(v))

Balance computation method. Determine that the creditor disclosed in the account
opening disclosures the name of the balance computation method that is used to
determine the balance on which the finance charge is computed for each feature, or an
explanation of the method used if it is not listed, along with a statement that an
explanation of the methods required by 12 CFR 1026.6(b)(4)(i)(D). In determining which
balance computation method to disclose, the creditor should have assumed that the credit
extended will not be repaid within any grace period. (12 CFR 1026.6(b)(2)(vi))

Cash advance fee. Determine that the creditor disclosed any fee imposed for an extension
of credit in the form of cash or its equivalent. (12 CFR 1026.6(b)(2)(vii))

Late payment fee. Determine that the creditor disclosed any fee imposed for a late
payment. (12 CFR 1026.6(b)(2)(viii))

Over-the-limit fee. Determine that the creditor disclosed any fee imposed for exceeding
the credit limit. (12 CFR 1026.6(b)(2)(ix))

Balance transfer fee. Determine that the creditor disclosed any fee imposed to transfer a
balance. (12 CFR 1026.6(b)(2)(x))
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M. Returned payment fee. Determine that the creditor disclosed any fee imposed for a

returned payment. (12 CFR 1026.6(b)(2)(xi))

Required insurance, debt cancellation, or debt suspension coverage. Determine that the
fee imposed for required insurance, debt cancellation or suspension coverage is disclosed
if the insurance, debt cancellation or coverage is required as part of the plan. Creditors
must also cross reference additional information about the insurance or coverage as
applicable. (12 CFR 1026.6(b)(2)(xii))

Available credit. Determine whether total of required fees for the issuance or availability
of credit and/or security deposit debited to the account at account opening equal or
exceed 15 percent of the credit limit for the account. If so, determine that the creditor
disclosed, as applicable, the available credit remaining after the fees and/or security
deposit are debited to the account. (12 CFR 1026.6(b)(2)(xiii))

Website reference. For issuers of credit cards that are not charge cards, determine that the
creditor disclosed a reference to the website established by the CFPB and a statement that
the consumers may obtain on the website information about shopping for and using credit
cards. (12 CFR 1026.6(b)(2)(xiv))

Billing error rights reference. Determine that the creditor disclosed a statement that
information about consumers’ right to dispute transactions is included in the account-
opening disclosures. (12 CFR 1026.6(b)(2)(xv))

. Charges and finance charges. For charges imposed as part of open-end (not home-

secured) plan, the circumstances under which the charge may be imposed, including the
amount of the charge or explanation of how the charge is determined. For finance
charges, a statement of when finance charges begin to accrue, including an explanation of
whether or not any time period exists within which any credit extended may be repaid
without incurring a finance charge. If such a time period is provided, a creditor may, at its
option and without disclosure, impose no finance charge when payment is received after
the time period’s expiration. (12 CFR 1026.6(b)(3)(i))

Disclosure of rates: Determine that the creditor disclosed, as applicable, for each periodic
rate that may be used to calculate interest (12 CFR 1026.6(b)(4)(i)):

I. The rate (expressed as a periodic rate and a corresponding APR),
ii. The range of balances to which the rate is applicable,
iii. The type of transaction to which the periodic rate applies,

iv. An explanation of the method used to determine the balance to which the rate is applied.
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T. Variable-rate Accounts. For interest rate changes that are tied to increases in an index or

formula (variable-rate accounts) determine that the following are specifically set forth in
the account agreement (12 CFR 1026.6(b)(4)(ii)):

i. The fact that the annual percentage rate may increase.
ii. How the rate is determined, including the margin.

iii. The circumstances under which the rate may increase.
iv. The frequency with which the rate may increase.

v. Any limitation on the amount the rate may change.

vi. The effect(s) of an increase.

vii. Except as specified in 12 CFR 1026.6 (b)(4)(ii)(H), a rate is accurate if it is a rate as
of a specified date and this rate was in effect within the last 30 days before the
disclosures are provided.

Rate changes not due to index or formula: For interest rate changes that are specifically
set forth in the account agreement and not tied to increases in an index or formula,
determine that the creditor discloses (12 CFR 1026.6(b)(4)(iii)):

i. The initial rate (expressed as a periodic rate and a corresponding APR)

ii. How long the initial rate will remain in effect and the specific events that cause the
initial rate to change.

iii. The rate (expressed as a periodic rate and a corresponding APR) that will apply when
the initial rate is no longer in effect and any limitation on the time period the new rate
will remain in effect.

iv. The balances to which the new rate will apply.
v. The balances to which the current rate at the time of the change will apply.

Voluntary credit insurance, debt cancellation, or debt suspension. Determine that the
creditor disclosed the applicable disclosures if the creditor offers optional credit
insurance, or debt cancellation or debt suspension coverage. (12 CFR 1026.6(b)(5)(i))

. Security interests. Determine that the creditor disclosed the fact that the creditor has or

will acquire a security interest in the property purchased under the plan, or in other
property identified by item or type. (12 CFR 1026.6(b)(5)(ii))

Statement of billing rights. Determine that the creditor disclosed a statement that outlines
the consumer’s rights and the creditor’s responsibilities. (12 CFR 1026.6(b)(5)(iii))
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Limitations on fees (12 CFR 1026.52)

1. During the first year after the opening of a credit card account under an open-end (not home-
secured) consumer credit plan, determine whether the card issuer required the consumer to
pay covered fees in excess of the 25 percent of the credit limit in effect when the account is
opened. (12 CFR 1026.52(a)(1))

NOTE: The 25 percent limitation on fees does not apply to fees assessed prior to opening the
account.

NOTE ALSO: An account is considered opened no earlier than the date on which the account
may first be used by the consumer to engage in transactions.

A. Covered fees include fees (Comment 12 CFR 1026.52(a)(2)-1):

I. For the issuance or availability of credit, including any fees based on account activity
or inactivity;

ii. For insurance, debt cancellation or debt suspension coverage, if the insurance or debt
cancellation or suspension coverage is required by the terms of the account;

iii. The consumer is required to pay to engage in transactions using the account, such as:
a. Cash advance fees;
b. Balance transfer fees;
c. Foreign transaction fees; and
d. Fees for using the account for purchases.

B. Fees the consumer is required to pay for violating the terms of the account, except to the
extent they are specifically excluded (see below);

C. Fixed finance charges; and

D. Minimum charges imposed if a charge would otherwise have been determined by
applying a periodic interest rate to a balance except for the fact that such charge is
smaller than the minimum.

NOTE: Section 1026.52(a) does not authorize the imposition or payment of fees or
charges otherwise prohibited by law. (12 CFR 1026.52(a)(3)

E. Fees not covered by this limitation include: (12 CFR 1026.52(a)(2)(i)
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I. Late payment fees, over-the-limit fees, and returned-payment fees; or
ii. Fees that the consumer is not required to pay with respect to the account, such as:
a. An expedited payment fee;
b. Fees for optional services like travel insurance;
c. Fees for reissuing a lost or stolen card; or
d. Statement reproduction fees.

Review penetration rates of various optional services to determine if they are truly
optional and therefore not covered by the 25 percent limitation.

Ensure that the card issuer does not impose a fee for violating the terms or other
requirements of a credit card account under an open-end (not home-secured) consumer
credit plan unless the dollar amount of the fee is consistent with 12 CFR 1026.52(b)(1)
and (b)(2). (12 CFR 1026.52(b))

Determine that a card issuer imposes a fee for violating the terms or other requirements
of a credit card account under an open-end (not home-secured) consumer credit plan only
if the dollar amount of the fee is consistent with either 12 CFR 1026.52(b)(1)(i) or 12
CFR 1026.52(b)(2)(ii). (12 CFR 1026.52(b)(1))

Cost determination. A card issuer may impose a fee for a particular violation (e.g., late
payment) if the card issuer has determined that the fee represents a reasonable proportion
of the total costs incurred by the issuer as a result of that type of violation. If a card issuer
is relying on a cost determination instead of the safe harbors (see below), review (12 CFR
1026.52(b)(2)(i)):

i. The number of violations of a particular type experienced by the card issuer during a
prior period of reasonable length (e.g., a 12-month period).

ii. The costs incurred by the card issuer during that period as a result of those violations.
Losses and associated costs (including the cost of holding reserves against potential
losses and the cost of funding delinquent accounts) must be excluded from this
analysis.

iii. If used by the card issuer when making its determination:

a. The number of fees imposed by the card issuer as a result of the type of violation
during the period that the issuer reasonably estimates it will be unable to collect.

b. Reasonable estimates for an upcoming period of changes in the number of
violations of the relevant type, the resulting costs, and the number of fees that the
card issuer will be unable to collect.
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J.

If applicable, whether the items in paragraph 1-3 have been reevaluated by the card issuer
at least once during the prior 12 months. If as a result of the reevaluation the card issuer
determines that a lower fee represents a reasonable proportion of the total costs incurred
by the card issuer as a result of that type of violation, determine that the card issuer
begins imposing the lower fee within 45 days after completing the reevaluation.

NOTE: If as a result of the reevaluation the card issuer determines that a higher fee
represents a reasonable proportion of the total costs incurred by the card issuer as a result
of that type of violation, the card issuer may begin imposing the higher fee after
complying with the notice requirements in 12 CFR 1026.9. (12 CFR 1026.52(b)(2)(i))

Safe harbors. A card issuer may impose a fee for violating the terms or other
requirements of the account if the dollar amount of the fee does not exceed, as applicable
(12 CFR 1026.52(b)(1)(ii))(A)-(C)):

i. $26.00,

ii. $37.00 if the card issuer previously imposed a fee pursuant to 12 CFR
1026.52(b)(1)(ii)(A) for a violation of the same type that occurred during the same
billing cycle or one of the next six billing cycles or

iii. Three percent of the delinquent balance on a charge card account that requires
payment of outstanding balances in full at the end of each billing cycle if the card
issuer has not received the required payment for two or more consecutive billing
cycles.

NOTE: The dollar amounts in paragraphs i and ii above will be adjusted annually by the
CFPB to the extent that changes in the Consumer Price Index warrant an increase or
decrease of a whole dollar.

Determine that the card issuer does not impose a fee for violating the terms or other
requirements of a credit card account under an open-end (not home-secured) consumer
credit plan that exceeds the dollar amount associated with the violation. (12 CFR
1026.52(b)(2)(1)(A))

. Determine that a card issuer does not impose a fee for violating the terms or other

requirements of a credit card account under an open end (not home-secured) consumer
credit plan when there is no dollar amount associated with the violation. For purposes of
12 CFR 1026.52(b)(2)(i), there is no dollar amount associated with the following
violations (12 CFR 1026.52(b)(2)(i)(B)):

i. Transactions that the card issuer declines to authorize;
ii. Account inactivity; and

iii. The closure or termination of an account.
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N. Determine that the card issuer does not impose more than one fee for violating the terms
or other requirements of a credit card account under an open-end (not home-secured)
consumer credit plan based on a single event or transaction. (12 CFR 1026.52(b)(2)(ii))
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Module 3: Account Servicing

Subsequent disclosure requirements
Change-in-Terms Notice (12 CFR 1026.9(c)(2))

When a significant change in account terms is made, the issuer must provide the consumer with a
written notice of the change at least 45 days prior to the effective date of the change. A
“significant change in account terms” is defined in Regulation Z as a change to a rate, fee, or
other account term required to be disclosed under 12 CFR 1026.6(b)(1), (2), or (4); an increase in
the minimum periodic payment; or the acquisition of a security interest.*® For increases in
charges required to be disclosed under 12 CFR 1026.6(b)(3) that do not meet the definition of a
“significant change in account terms,” the issuer may either provide the Change-in-Terms Notice
or provide oral or written notice of the amount of the charge before the consumer agrees to or
becomes obligated to pay the charge, at a time and manner that the consumer would be likely to
notice the disclosure of the charge.

The 45-day period for notice does not apply if a consumer has agreed to a particular change: in
this instance, the Change-in-Terms Notice may be mailed or delivered as late as the effective
date of the change. This only applies, however, when a consumer substitutes collateral or when
the creditor can advance additional credit only if a change relatively unique to that consumer is
made, such as the consumer providing additional security or paying an increased minimum
payment amount.?® Regulation Z also excludes certain account changes from the Change-in-
Terms Notice requirements, including changes to the consumer’s credit limit, except as
otherwise required by 12 CFR 1026.9(c)(2)(vi), changes in the name of the credit card or credit
plan,thhe termination or suspension of credit privileges, and changes arising by operation of
law.

In certain instances, the consumer has the right to reject a significant change to an account
term.?? The consumer may do so by notifying the creditor of the rejection before the effective
date of the change. Upon such notification, the creditor may not (1) apply the change to the
account; or (2) impose a fee or charge or treat the account as in default solely as a result of the
rejection. The creditor also may not require repayment of the balance on the account using a

19 See 12 CFR 1026.9(c)(2)(ii).

2 The following are not considered agreements between the consumer and the creditor for purposes of this notice exception: (a)
the consumer's general acceptance of the creditor's contract reservation of the right to change terms; (b) the consumer's use of the
account (which might imply acceptance of its terms under state law); (c) the consumer's acceptance of a unilateral term change
that is not particular to that consumer, but rather is of general applicability to consumers with that type of account; and (d) the
consumer's request to reopen a closed account or to upgrade an existing account to another account offered by the creditor with
different credit or other features. See 12 CFR 1026.9(c)(2)(i)(B).

21 See 12 CFR 1026.9(c)(2)(v) for additional circumstances under which a creditor is not required to provide notice.

22 The right to reject does not apply when the change in terms is due to the consumer’s failure to make the minimum monthly
payment within 60 days after the payment due date. See 12 CFR 1026.9(h)(3).
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method that is less beneficial than one of the following: (1) the method of repayment for the
account before the change in terms; (2) an amortization period of no less than five years,
beginning no earlier than the effective date of the increase; or (3) a required minimum periodic
payment that includes a percentage of the balance that is equal to no more than twice the
percentage required before the effective date of the increase.?®

If a creditor decreases the credit limit on an account, advance notice of the decrease must be
provided before an over-the-limit fee or a penalty rate can be imposed solely as a result of the
consumer exceeding the newly decreased credit limit. The creditor is required to provide notice
in writing or orally at least 45 days prior to imposing the over-the-limit fee or penalty rate and
must state that the credit limit on the account has been or will be decreased.

See Appendix 1 to these procedures for detailed information on the required formatting and
contents of the Change-in-Terms Notice.

Supplemental credit access devices and additional features (12 CFR 1026.9(b))

Credit card issuers may add additional features to a credit card account, such as adding overdraft
checking to an existing account, or adding the ability to secure cash advances on the credit card
when the account did not previously offer that feature. Issuers may also offer supplemental credit
access devices, such as convenience checks, that give the consumer an alternative method for
accessing the line of credit. If the issuer adds the feature or delivers the supplemental credit
access device within 30 days after mailing or delivering the account opening disclosures, and the
finance charge terms are the same as those previously disclosed, then Regulation Z does not
require the issuer to make any additional disclosures. Except for checks that can be used to
access the credit card account (generally referred to as “convenience checks”), if the credit
feature that is added or the supplemental credit device has the same finance charge terms as
previously disclosed but are issued later than 30 days after account opening disclosures are
provided, the card issuer must disclose, before the consumer uses the feature or device for the
first time, that it is used for obtaining credit under the terms previously disclosed.

However, except for convenience checks, if a credit feature is added or a credit access device is
mailed or delivered to the consumer, and the finance charge terms for the feature or device differ
from disclosures previously given, the applicable finance charge disclosures for the added
feature or device must be given before the consumer uses the feature or device for the first
time.* Additional disclosure requirements apply for convenience checks that are provided more
than 30 days after account-opening disclosures under 12 CFR 1026.6(b) are mailed or delivered,
or are provided within 30 days of the account-opening disclosures and the finance charge terms
for the checks differ from the finance charge terms previously disclosed. See Appendix 1 to these
procedures for detailed information on the required formatting and contents of this disclosure.

2 See 12 CFR 1026.55(c)(2).
2 See 12 CFR 1026.6(b)(3)(ii)(A) for the specific finance charge disclosures that are required.
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Disclosures required upon renewal of a credit or charge card (12 CFR 1026.9(e))

A card issuer is required to mail or deliver written notice of the renewal to the cardholder if it
imposes any annual or other periodic fee to renew a credit or charge card account of the type
subject to 1026.60, including any fee based on account activity or inactivity or any card issuer
that has changed or amended any term of a consumer's account required to be disclosed in the
table on the account opening disclosures? that has not previously been disclosed to the
consumer. If the card issuer imposes any annual or other periodic fee for renewal, the notice
must be provided at least 30 days or one billing cycle, whichever is less, before the mailing or
the delivery of the periodic statement on which any renewal fee is initially charged to the
account. If the card issuer has changed or amended any of the terms disclosed in the account
opening disclosure table and has not previously disclosed the changes to the consumer, it must
provide the notice at least 30 days prior to the scheduled renewal date of the consumer's credit or
charge card. The notice must contain the following information:

e The disclosures contained in 12 CFR 1026.60(b)(1) through (b)(7) that would apply if the
account were renewed; and

e The manner and timing by which the cardholder may terminate credit availability under
the account to avoid paying the renewal fee, if applicable.

These disclosures may be made on or with a periodic statement. If any of the disclosures are
provided on the back of a periodic statement, the card issuer must include a reference to those
disclosures on the front of the statement.

Limitations on increasing APRs, fees, and charges (12 CFR 1026.55)

Unless an exception applies, a card issuer must not increase the following rates, fees, or charges
in connection with a credit card account:

e AnAPR;

e Periodic fees for the issuance or availability of the credit plan (as described in 12 CFR
1026.6(b)(2)(ii));

e A fixed finance charge or minimum interest charge that exceeds $1(as described in 12
CFR 1026. 6(b)(2)(iii)); or

e A charge for required insurance, debt cancellation, or debt suspension (as described in 12
CFR 1026.6(b)(2)(xii)).

% See 12 CFR 1026.6(b)(1)-(2)
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Regulation Z provides for some general exceptions to this prohibition:

Temporary or Promotional APRs, fees, or charges: A card issuer may increase one of
these APRs, fees, or charges upon expiration of a specified period of six months or
longer, provided that, prior to the commencement of that period, the card issuer provided
a written disclosure that clearly and conspicuously discloses the length of time period that
the lower APR, fee, or charge will be in effect, and the APR, fee, or charge that will
apply after the expiration of the time period. Once the time period expires, the card issuer
may not apply the increased APR, fee, or charge to a transaction that occurred prior to the
disclosed time period, and may not apply an APR, fee, or charge to a transaction that
occurred during the disclosed time period that is higher that the disclosed increased APR.
If the required disclosure of the APR, fee, or charge increase is provided to the consumer
through a Change-in-Terms Notice, the card issuer may not apply the increased APR, fee,
or charge to transactions that occurred within 14 days after provision of the notice.?

Variable APRs: A card issuer may increase an APR when the APR varies according to an
index that is not under the card issuer’s control and is available to the general public, and
the increase in the APR is due to an increase in the index.

Advance notification: A card issuer may increase an APR, fee, or charge described
previously in accordance with certain subsequent notification provisions of Regulation Z,
provided that it meets certain requirements for each type of notification:

o0 Additional credit feature or supplemental credit devices: If the card issuer has added
a credit feature to the existing account or has provided a supplemental credit device
(such as a convenience check) which causes an APR, fee, or charge as described
previously to increase, and has provided the consumer with advance notice of the
increase in the APR, fee, or charge, the card issuer must not apply the increased APR,
fee, or charge to transactions that occurred prior to provision of the notice.*’

o0 Change-in-Terms Notice: The card issuer may increase the APR, fees, or charges
after complying with the applicable notice requirements in 12 CFR 1026.9(b), (c), or
(9), provided that:

= |f the notice is provided pursuant to 12 CFR 1026.9(b), the card issuer must not
apply the increased APR, fee, or charge to ta transaction that occurred prior to
provision of the notice; and

% See 12 CFR 1026.9(c)(2)
2 See Appendix 1 of these procedures or 12 CFR 1026.9(b) for specific disclosure requirements.
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= |f the notice is provided pursuant to 12 CFR 1026.9(c) or (g), the card issuer must
not apply the increased APR, fee, or charge to transactions that occurred prior to
or within 14 days after provision of the notice.?®

This advance notice exception does not permit a card issuer to increase an APR,
fee or charge during the first year after the account is opened, while the account is
closed, or while the card issuer does not permit the consumer to use the account
for new transactions. For purposes of this provision, an account is considered
open no earlier than the date on which the account may first be used by the
consumer to engage in transactions.

When a card issuer increases an APR, fee, or charge pursuant to the advance
notification exception, it may not require repayment of a “protected balance”
using a method that is less beneficial to the consumer than one of the following
methods:

= The method of repayment of the account before the effective date of the increase;

= Anamortization period of not less than five years, beginning no earlier than the
effective date of the increase; or

= A required minimum periodic payment that includes a percentage of the balance
that is equal to no more than twice the percentage required before the effective
date of the increase.

A “protected balance” for the purpose of this requirement means the amount owed
for a category of transactions to which an increased APR, fee, or charge cannot be
applied after the APR, fee, or charge for that category has been increased.”

e Delinquency: The card issuer may increase an APR, fee, or charge as described
previously if the minimum payment has not been received within 60 days after the due
date, provided that the card issuer complied with applicable notice requirements.*® If the
card issuer receives six consecutive required minimum periodic payments on or before
the payment due date beginning with the first payment due following the effective date of
the increase, the card issuer must reduce the increased APR, fee, or charge with respect to
transactions that occurred prior to or within 14 days of the 12 CFR 1026.9(c) or (g) notice
to the rate or amount that applied prior to the increase.®

28 See Appendix 1 of these procedures or 12 CFR 1026.9(c)(2) for specific disclosure requirements.
2 See 12 CFR 1026.55(c).
% See Appendix 1 of these procedures or 12 CFR 1026.9(g) for specific disclosure requirements.

3! See also 12 CFR 1026.59 for Regulation Z’s requirements for reevaluation of rate increases.
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e Workout and Temporary Hardship Arrangements: The card issuer may increase an APR,
fee, or charge described previously if the consumer successfully completes or fails to
comply with the terms of a workout arrangement, provided that card issuer complied with
applicable disclosure requirements and adheres to certain requirements upon the
completion or failure of the arrangement.

e Servicemembers’ Civil Relief Act (SCRA): The issuer is permitted to increase the rate,
fee, or charge once the SCRA ceases to apply, provided that the card issuer does not
apply to any transactions that occurred prior to the decrease an APR, fee, or charge that
exceeds the APR, fee, or charge that applied to those transactions prior to the decrease.

These requirements continue to apply to a balance on a credit card account after the account is
closed or acquired by another creditor; or the balance is transferred to another credit card account
issued by the same creditor, its affiliate, or its subsidiary.*

Reevaluation of rate increases (12 CFR 1026.59)
Requirement to reevaluate APR increases

If a card issuer has increased an APR on a credit card account, it is required to review the
account no less frequently than once every six months and, if appropriate, based on that review,
reduce the APR. The requirement to reevaluate rate increases applies both to increases in APRs
based on consumer-specific factors, such as changes in the consumer’s creditworthiness, and to
increases in APRs imposed based on factors that are not specific to the consumer, such as
changes in market conditions or the issuer’s cost of funds. This review must consider either the
same factors on which the increase was originally based or the factors the card issuer currently
considers in determining the APR applicable to similar new credit card accounts.

If the consumer’s APR was increased because the consumer failed to make his minimum
monthly payment within 60 days after the payment due date, the card issuer is required to
automatically reduce the APR back to its prior amount with respect to transactions that occurred
prior to or within 14 days after the 12 CFR 1026.9(c) or (g) notice if the consumer makes six
consecutive minimum monthly payments on time, beginning with the first payment due date
following the effective date of the increase. If, however, the consumer does not do so, the card
issuer is required to conduct the review described previously no later than six months after the
sixth payment due following the effective date of the rate increase.

Timing requirements for APR reductions

If, based on its review, a card issuer is required to reduce the rate applicable to an account, the
issuer must reduce the rate within 45 days after completing the evaluation. The rate reduction is
required to apply to any outstanding balances to which the increased rate has been applied, and

32 See 12 CFR 1026.55(d) and (e)
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to any new transactions that occur after the effective date of the rate reduction that would
otherwise have been subject to the increased rate. If the issuer does not reduce the rate to an
amount equal to or lower than the rate applicable prior to the increase, the issuer will be required
to conduct the reevaluation every six months until the rate is reduced to or below that amount.*

Exceptions

The requirement to reevaluate rate increases does not apply to increases in an APR that was
previously decreased pursuant to the requirements of the Servicemembers’ Civil Relief Act. The
requirements also do not apply to accounts that a card issuer has charged off in accordance with
loan loss provisions.

Requirements for over-the-limit transactions (12 CFR 1026.56)

An “over-the-limit transaction” means any extension of credit by a card issuer to complete a
transaction that causes a consumer’s credit card account balance to exceed the credit limit. Credit
card issuers have the option as to whether to permit over-the-limit transactions. Regulation Z
does not require that they permit them, nor does it prohibit them from doing so. However, if a
card issuer permits over-the-limit transactions and charges a fee for such transactions, it must
provide the consumer notice and reasonable opportunity to affirmatively consent (opt in) to the
card issuer’s payment of the over-the-limit transaction prior to the assessment of any over-the-
limit fee or charge on the consumer’s account.

The initial notice must be oral, written, or electronic, and segregated from all other information.
It must include the following information:

e The dollar amount of any fees or charges assessed by the card issuer for an over-the-limit
transaction;

e Any increased periodic rate (expressed as an APR) that may be imposed on the account
as a result of an over-the-limit transaction; and

e An explanation of the consumer’s right to affirmatively consent (opt in) to the card
issuer’s payment of over-the-limit transactions, including the method(s) by which the
consumer may consent.*

If the consumer affirmatively consents, the issuer is also required to provide written confirmation
(or electronic confirmation if the consumer agrees to receive electronic communications) of the

% |f the rate applicable immediately prior to the increase was a variable rate, the reevaluation will be required unless the rate has
been reduced to a variable rate determined by the same formula that was used to calculate the APR applicable immediately prior
to the increase.

3 safe Harbor: Appendix G to Regulation Z contains a “safe harbor” provision if the issuer uses the model forms in Appendix G
to the regulation. The appendix contains two Model Forms for this type of notice, Model Forms G-25(A) and G-25(B). Card
issuers who use either of these forms, or substantially similar notices, for the initial notice and opt-in will be deemed to be in
compliance with the notice content requirements.
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consumer’s consent. The issuer must also provide a consumer notice in writing of the right to
revoke that consent following the assessment of an over-the-limit fee or charge. This notice of
the right to revoke must be provided on the front page of any periodic statement that reflects the
imposition of an over-the-limit fee. A consumer’s affirmative consent is effective until it is
revoked by the consumer, or until the card issuer decides for any reason to cease paying over-
the-limit transactions for the consumer. A consumer may affirmatively consent to the issuer’s
payment of over-the-limit transactions at any time in the manner described by the initial notice.
A consumer may affirmatively revoke consent at any time in the manner described by the notice
of the right to revoke. A card issuer must comply with the consumer’s revocation request as soon
as reasonably practicable after the card issuer receives it.

Even if the consumer has affirmatively consented to the issuer’s payment of over-the-limit
transactions, Regulation Z prohibits certain issuer practices in connection with the assessment of
over-the-limit fees or charges. An issuer can only charge one over-the-limit fee or charge per
billing cycle, and only if the credit limit was exceeded during the billing cycle. An issuer cannot
impose an over-the-limit fee on the account for the same transaction in more than three billing
cycles where the consumer has not reduced the account balance below the credit limit by the
payment due date for either of the last two billing cycles. The prohibition on imposing an over-the-
limit fee or charge in more than three billing cycles for the same over-the-limit transaction(s) does
not apply if another over-the-limit transaction occurs during either of the last two billing cycles.

Regulation Z also prohibits certain acts or practices in connection with the over-the-limit fees or
other penalty charges. Specifically, issuers are prohibited from engaging in three practices:

e Assessing an over-the-limit fee solely because the issuer failed to promptly replenish the
consumer’s available credit following the crediting of the consumer’s payment;

e Conditioning the amount of available credit on the consumer’s consent to the payment of
over-the-limit transactions if the card issuer assesses a fee or charge for such service
(e.g., opting in to an over-the-limit service to obtain a higher credit limit); and

e Imposing any over-the-limit fee if the credit limit is exceeded solely because of the
issuer’s assessment of certain interest charges or fees on the consumer’s account during
that billing cycle.

Credit line increases (12 CFR 1026.51)

Credit card issuers may not increase a consumer’s credit limit unless they consider the
consumer’s ability to make the minimum monthly payment on the account with the increased
credit limit. The ability to pay requirements for credit line increases are the same as the ability to
pay requirements for opening a credit card account.*

% See Module 2 of these procedures, or 12 CFR 1026.51.
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If the consumer is under the age of 21, and the credit card account was opened based on the
under-21 applicant’s independent ability to pay, the issuer cannot increase the credit limit on the
account if the consumer is still under 21 unless the consumer has the independent ability to make
the minimum monthly payment on the increased limit, or a co-applicant/cosigner/guarantor
agrees in writing to assume liability for the debt. If the consumer is still under 21 and the account
had a cosigner/guarantor/joint applicant at account opening, the cosigner/guarantor/joint
applicant must agree in writing to assume liability on the increase (unless the
cosigner/guarantor/joint applicant requested the credit line increase).
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Examination Procedures

Subsequent disclosure requirements (12 CFR 1026.9)

1.

If, 30 days after mailing or delivering the account-opening disclosures under 12 CFR
1026.6(a)(1) or (b)(3)(ii)(A), the creditor adds a credit feature or furnishes a credit access
device (other than as a renewal, resupply, or the original issuance of a credit card, or except
with regard to checks that access a credit card account) on the same finance charge terms,
determine that the creditor discloses, before the consumer uses the feature or device for the
first time, that it is for use in obtaining credit under the terms previously disclosed. (12 CFR
1026.9(b)(1))

Determine that, except with regard to checks that access a credit card account, whenever a
credit feature is added or a credit access device is mailed or delivered to the consumer, and
the finance charge terms for the feature or device differ from disclosures previously given,
the disclosures required by 12 CFR 1026.6(a)(1) or (b)(3)(ii)(A) that are applicable to the
added feature or device are given before the consumer uses the feature or device for the first
time. (12 CFR 1026.9(b)(2))

Checks that access a credit card account. If checks that can be used to access a credit card
account are provided more than 30 days after account-opening disclosures under 12 CFR
1026.6(b) are mailed or delivered, or are provided within 30 days of the account-opening
disclosures and the finance charge terms for the checks differ from the finance charge terms
previously disclosed, determine that the creditor discloses on the front of the page containing
the checks the following terms in the form of a table with the headings, content, and form
substantially similar to Sample G-19 in Appendix G to Regulation Z. (12 CFR 1026.9(b)(3)):

A. If a promotional rate applies to the checks, determine that the creditor discloses:

i. The promotional rate and the time period during which the promotional rate will
remain in effect (12 CFR 1026.9(b)(3)(i)(A)(1));

ii. The type of rate that will apply (such as whether the purchase or cash advance rate
applies) after the promotional rate expires, and the annual percentage rate that will
apply after the promotional rate expires. For a variable-rate account, a creditor must
disclose an annual percentage rate based on the applicable index or formula in
accordance with the accuracy requirements set forth in paragraph (b)(3)(ii) of this (12
CFR 1026.9(b)(3)(i)(A)(2)); and

iii. The date, if any, by which the consumer must use the checks in order to qualify for
the promotional rate. If the creditor will honor checks used after such date but will
apply an annual percentage rate other than the promotional rate, the creditor must
disclose this fact and the type of annual percentage rate that will apply if the
consumer uses the checks after such date (12 CFR 1026.9(b)(3)()(A)(3)).
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iv. If any APR required to be disclosed pursuant to 12 CFR 1026.9(b)(3)(i) is a variable
rate, determine that the creditor also disclosed the fact that the rate may vary and how
the rate is determined. Determine that the creditor identified the type of index or
formula used in setting the rate. Determine that the creditor does not disclose the
value of the index and the amount of the margin that are used to calculate the variable
rate in the table and that any applicable limitations on rate increases are not included
in the table (12 CFR 1026.9(b)(3)(iii)).

B. If no promotional rate applies to the checks, determine that the creditor discloses the type
of rate that will apply to the checks and the applicable annual percentage rate. For a
variable-rate account, a creditor must disclose an annual percentage rate based on the
applicable index or formula in accordance with the accuracy requirements set forth in 12
CFR 1026.9(b)(3)(ii). (12 CFR 1026.9(b)(3)(i)(B)(1))

C. Determine that the creditor discloses:

i. Any transaction fees applicable to the checks disclosed under 12 CFR
1026.6(b)(2)(iv). (12 CFR 1026.9(b)(3)(i)(C))

ii. Whether or not a grace period is given within which any credit extended by use of the
checks may be repaid without incurring a finance charge due to a periodic interest
rate. When disclosing whether there is a grace period, the phrase “How to Avoid
Paying Interest on Check Transactions” shall be used as the row heading when a
grace period applies to credit extended by the use of the checks. When disclosing the
fact that no grace period exists for credit extended by use of the checks, the phrase
“Paying Interest” shall be used as the row heading. (12 CFR 1026.9(b)(3)(i)(D))

NOTE: The disclosures in 12 CFR 1026.9(b)(3)(i) must be accurate as of the time the
disclosures are mailed or delivered. A variable APR is accurate if it was in effect within
60 days of when the disclosures are mailed or delivered. (12 CFR 1026.9(b)(3)(ii))

4. Except as provided in 12 CFR 1026.9(c)(2)(i)(B), (c)(2)(iii) and (c)(2)(v), when a significant
change in account terms as described in 12 CFR 1026.9(c)(2)(ii) is made, determine that the
creditor provides a written notice of the change at least 45 days prior to the effective date of
the change to each consumer who may be affected. (12 CFR 1026.9(c)(2)(i)(A))

5. The 45-day timing requirement, however, does not apply if the consumer has agreed to a
particular change as described in 12 CFR 1026.9(c)(2)(i)(B). For these instances, however,
determine that the creditor provided a notice in accordance with the timing requirements of
12 CFR 1026.9(c)(2)(i)(B). (12 CFR 1026.9(c)(2)()(A))

6. For open-end (not home-secured) plans, determine that increases in the rate applicable to a
consumer’s account due to delinquency, default or as a penalty described in 12 CFR
1026.9(g) that are not due to a change in the contractual terms of the consumer’s account are
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disclosed pursuant to 12 CFR 1026.9(g) instead of 12 CFR 1026.9(c)(2). (12 CFR
1026.9(c)(2)()(A))

7. When a notice of change in terms is required, determine that it is mailed or delivered no later
than the effective date of the change, if the consumer agrees to the particular change. Section
1026.9(c)(2)(i)(B) applies only when a consumer substitutes collateral or when the creditor
can advance additional credit only if a change relatively unique to that consumer is made,
such as the consumer’s providing additional security or paying an increased minimum
payment amount. (12 CFR 1026.9(c)(2)(i)(B))

NOTE: The 45-day timing requirements does not apply in certain narrow circumstances, as
described in 12 CFR 1026.9(c)(2)(i)(B). The following are not considered agreements
between the consumer and the creditor for purposes of 12 CFR 1026.9(c)(2)(i)(B):

A. The consumer’s general acceptance of the creditor’s contract reservation of the right to
change terms;

B. The consumer’s use of the account (which might imply acceptance of its terms under
state law);

C. The consumer’s acceptance of a unilateral term change that is not particular to that
consumer, but rather is of general applicability to consumers with that type of account;
and,

D. The consumer’s request to reopen a closed account or to upgrade an existing account to
another account offered by the creditor with different credit or other features. (12 CFR
1026.9(c)(2)(i)(B))

8. The 45-day advance notice requirement applies to changes to the following terms (12 CFR
1026.9(c)(2)(ii)):

A. APR increase, including each periodic rate that may be used to compute the finance
charge on outstanding balances for purchases, a cash advance, or a balance transfer (such
rates may include any discounted initial rate, premium initial rate, or penalty rate that
may be applied to the account);

I. Variable-rate information;
ii. Discounted or premium initial rates;
iii. Penalty rates;

B. Fees for issuance or availability, including any fee based upon account activity or
inactivity;

C. Fixed finance charge or minimum interest charge, if it exceeds $1.00;
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K.

L.

I © " MmO

Transaction charge for purchases;
Grace period;

Balance computation method;
Cash advance fee;

Late payment fee;

Over-the-limit fee;

Balance transfer fee;

Returned payment fee;

Required insurance, debt cancellation, or debt suspension coverage; and

M. Increase in required minimum periodic payment, or the acquisition of a security interest.

9. Except as provided in 12 CFR 1026.9(c)(2)(vi), if a creditor increases any component of a
charge, or introduces a new charge, required to be disclosed under 12 CFR 1026.6(b)(3) that
is not a significant change in account terms as described in paragraph (c)(2)(ii), determine
that the creditor either (12 CFR 1026.9(c)(2)(iii)):

A
B.

Complies with the requirements of 12 CFR 1026.9(c)(2)(i), or

Provides notice of the amount of the charge before the consumer agrees to or becomes
obligated to pay the charge, at a time and in a manner that a consumer would be likely to
notice the disclosure of the charge, either in writing or orally.

10. Ensure that the written change-in-terms notice contains the following disclosures (12 CFR
1026.9(c)(2)(iv)(A)):

A.

A summary of the changes made to terms required by 12 CFR 1026.6(b)(1) and (b)(2) or
12 CFR 1026.6(b)(4), a description of any increase in the required minimum payment,
and a description of any security interests being acquired by the creditor.

B. A statement that changes are being made to the account.

C. For accounts other than credit card accounts under an open-end (not home-secured)
consumer credit plan subject to 12 CFR 1026.9(c)(2)(iv)(B), a statement indicating that
the consumer has the right to opt out of the changes, if applicable, and a reference to the
opt-out right provided in the notice, if applicable.

D. The date the changes will become effective.
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E. If applicable, a statement that the consumer may find additional information about the
summarized changes, and other changes, in the notice.

F. In the case of a rate change, other than a penalty rate, a statement that if a penalty rate
currently applies to the consumer’s account, the new rate described in the notice will not
apply to the consumer’s account until the consumer’s account balances are no longer
subject to the penalty rate.

G. If the change in terms being disclosed is an increase in the APR, the balances to which the
increased rate will apply. If applicable, creditors should disclose a statement identifying the
balances to which the current rate will apply as of the effective date of the change.

H. If the change in terms being disclosed is an increase in an annual percentage rate for a
credit card account under an open-end (not home-secu