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the consumer’s home; or was a mail,
Internet, or telephone order.

(2) Creditors need not comply with
paragraph (a)(1) of this section if an
actual copy of the receipt or other credit
document is provided with the first
periodic statement reflecting the
transaction, and the amount of the
transaction and either the date of the
transaction to the consumer’s account or
the date of debiting the transaction are
disclosed on the copy or on the periodic
statement.

(b) Nonsale credit. For each credit
transaction not involving the sale of
property or services, the creditor must
disclose a brief identification of the
transaction;2° the amount of the
transaction; and at least one of the
following dates: The date of the
transaction, the date the transaction was
debited to the consumer’s account, or, if
the consumer signed the credit
document, the date appearing on the
document. If an actual copy of the
receipt or other credit document is
provided and that copy shows the
amount and at least one of the specified
dates, the brief identification may be
omitted.

(c) Alternative creditor procedures;
consumer inquiries for clarification or
documentation. The following
procedures apply to creditors that treat
an inquiry for clarification or
documentation as a notice of a billing
error, including correcting the account
in accordance with §226.13(e):

(1) Failure to disclose the information
required by paragraphs (a) and (b) of
this section is not a failure to comply
with the regulation, provided that the
creditor also maintains procedures
reasonably designed to obtain and
provide the information. This applies to
transactions that take place outside a
state, as defined in § 226.2(a)(26),
whether or not the creditor maintains
procedures reasonably adapted to obtain
the required information.

(2) As an alternative to the brief
identification for sale or nonsale credit,
the creditor may disclose a number or
symbol that also appears on the receipt
or other credit document given to the
consumer, if the number or symbol
reasonably identifies that transaction
with that creditor.

W 11. Revise § 226.9 to read as follows:

§226.9 Subsequent disclosure
requirements.

(a) Furnishing statement of billing
rights. (1) Annual statement. The
creditor shall mail or deliver the billing
rights statement required by
§226.6(a)(5) and (b)(5)(iii) at least once

20 [Reserved].

per calendar year, at intervals of not less
than 6 months nor more than 18
months, either to all consumers or to
each consumer entitled to receive a
periodic statement under § 226.5(b)(2)
for any one billing cycle.

(2) Alternative summary statement.
As an alternative to paragraph (a)(1) of
this section, the creditor may mail or
deliver, on or with each periodic
statement, a statement substantially
similar to Model Form G—4 or Model
Form G—4(A) in appendix G to this part,
as applicable. Creditors offering home-
equity plans subject to the requirements
of § 226.5b may use either Model Form,
at their option.

(b) Disclosures for supplemental
credit access devices and additional
features. (1) If a creditor, within 30 days
after mailing or delivering the account-
opening disclosures under § 226.6(a)(1)
or (b)(3)(ii)(A), as applicable, adds a
credit feature to the consumer’s account
or mails or delivers to the consumer a
credit access device, including but not
limited to checks that access a credit
card account, for which the finance
charge terms are the same as those
previously disclosed, no additional
disclosures are necessary. Except as
provided in paragraph (b)(3) of this
section, after 30 days, if 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) on the same
finance charge terms, the creditor shall
disclose, 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.

(2) Except as provided in paragraph
(b)(3) of this section, 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 § 226.6(a)(1) or
(b)(3)(ii)(A), as applicable, that are
applicable to the added feature or
device shall be given before the
consumer uses the feature or device for
the first time.

(3) Checks that access a credit card
account. (i) Disclosures. For open-end
plans not subject to the requirements of
§ 226.5b, if checks that can be used to
access a credit card account are
provided more than 30 days after
account-opening disclosures under
§226.6(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, the creditor shall disclose 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 this part:

(A) If a promotional rate, as that term
is defined in § 226.16(g)(2)(i) applies to
the checks:

(1) The promotional rate and the time
period during which the promotional
rate will remain in effect;

(2) 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 section; and

(3) 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.

(B) If no promotional rate applies to
the checks:

(1) 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 paragraph
(b)(3)(ii) of this section.

(2) [Reserved]

(C) Any transaction fees applicable to
the checks disclosed under
§226.6(b)(2)(iv); and

(D) 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.

(ii) Accuracy. The disclosures in
paragraph (b)(3)(i) of this section must
be accurate as of the time the
disclosures are mailed or delivered. A
variable annual percentage rate is
accurate if it was in effect within 60
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days of when the disclosures are mailed
or delivered.

(c)(1) Rules affecting home-equity
plans. (i) Written notice required. For
home-equity plans subject to the
requirements of § 226.5b, whenever any
term required to be disclosed under
§ 226.6(a) is changed or the required
minimum periodic payment is
increased, the creditor shall mail or
deliver written notice of the change to
each consumer who may be affected.
The notice shall be mailed or delivered
at least 15 days prior to the effective
date of the change. The 15-day timing
requirement does not apply if the
change has been agreed to by the
consumer; the notice shall be given,
however, before the effective date of the
change.

(ii) Notice not required. For home-
equity plans subject to the requirements
of § 226.5b, a creditor is not required to
provide notice under this section when
the change involves a reduction of any
component of a finance or other charge
or when the change results from an
agreement involving a court proceeding.

(iii) Notice to restrict credit. For
home-equity plans subject to the
requirements of § 226.5b, if the creditor
prohibits additional extensions of credit
or reduces the credit limit pursuant to
§ 226.5b(f)(3)(i) or (f)(3)(vi), the creditor
shall mail or deliver written notice of
the action to each consumer who will be
affected. The notice must be provided
not later than three business days after
the action is taken and shall contain
specific reasons for the action. If the
creditor requires the consumer to
request reinstatement of credit
privileges, the notice also shall state that
fact.

(2) Rules affecting open-end (not
home-secured) plans. (i) Changes where
written advance notice is required. (A)
General. For plans other than home-
equity plans subject to the requirements
of § 226.5b, except as provided in
paragraphs (c)(2)(i)(B), (c)(2)(iii) and
(c)(2)(v) of this section, when a
significant change in account terms as
described in paragraph (c)(2)(ii) of this
section is made to a term required to be
disclosed under § 226.6(b)(3), (b)(4) or
(b)(5) or the required minimum periodic
payment is increased, a creditor must
provide 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. The 45-day timing
requirement does not apply if the
consumer has agreed to a particular
change; the notice shall be given,
however, before the effective date of the
change. Increases in the rate applicable
to a consumer’s account due to
delinquency, default or as a penalty

described in paragraph (g) of this
section that are not due to a change in
the contractual terms of the consumer’s
account must be disclosed pursuant to
paragraph (g) of this section instead of
paragraph (c)(2) of this section.

(B) Changes agreed to by the
consumer. A notice of change in terms
is required, but it may be mailed or
delivered as late as the effective date of
the change if the consumer agrees to the
particular change. This paragraph
(c)(2)(1)(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. The
following are not considered agreements
between the consumer and the creditor
for purposes of this paragraph
(c)(2)(i)(B): The consumer’s general
acceptance of the creditor’s contract
reservation of the right to change terms;
the consumer’s use of the account
(which might imply acceptance of its
terms under state law); 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 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.

(ii) Significant changes in account
terms. For purposes of this section, a
“significant change in account terms”
means a change to a term required to be
disclosed under § 226.6(b)(1) and (b)(2),
an increase in the required minimum
periodic payment, or the acquisition of
a security interest.

(iii) Charges not covered by
§226.6(b)(1) and (b)(2). Except as
provided in paragraph (c)(2)(vi) of this
section, if a creditor increases any
component of a charge, or introduces a
new charge, required to be disclosed
under § 226.6(b)(3) that is not a
significant change in account terms as
described in paragraph (c)(2)(ii) of this
section, a creditor may either, at its
option:

(A) Comply with the requirements of
paragraph (c)(2)(i) of this section; or

(B) Provide 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. The notice may
be provided orally or in writing.

(iv) Disclosure requirements. (A)
Significant changes in account terms. If
a creditor makes a significant change in

account terms as described in paragraph
(c)(2)(ii) of this section, the notice
provided pursuant to paragraph (c)(2)(i)
of this section must provide the
following information:

(1) A summary of the changes made
to terms required by § 226.6(b)(1) and
(b)(2), a description of any increase in
the required minimum periodic
payment, and a description of any
security interest being acquired by the
creditor;

(2) A statement that changes are being
made to the account;

(3) For accounts other than credit card
accounts under an open-end (not home-
secured) consumer credit plan subject to
§226.9(c)(2)(iv)(B), a statement
indicating the consumer has the right to
opt out of these changes, if applicable,
and a reference to additional
information describing the opt-out right
provided in the notice, if applicable;

(4) The date the changes will become
effective;

(5) If applicable, a statement that the
consumer may find additional
information about the summarized
changes, and other changes to the
account, in the notice;

(6) If the creditor is changing a rate on
the account, 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; and

(7) If the change in terms being
disclosed is an increase in an annual
percentage rate, the balances to which
the increased rate will be applied. If
applicable, a statement identifying the
balances to which the current rate will
continue to apply as of the effective date
of the change in terms.

(B) Right to reject for credit card
accounts under an open-end (not home-
secured) consumer credit plan. In
addition to the disclosures in paragraph
(c)(2)(iv)(A) of this section, if a card
issuer makes a significant change in
account terms on a credit card account
under an open-end (not home-secured)
consumer credit plan, the creditor must
generally provide the following
information on the notice provided
pursuant to paragraph (c)(2)(i) of this
section. This information is not required
to be provided in the case of an increase
in the required minimum periodic
payment, a change in an annual
percentage rate applicable to a
consumer’s account, a change in the
balance computation method applicable
to consumer’s account necessary to
comply with § 226.54, or when the
change results from the creditor not
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receiving the consumer’s required
minimum periodic payment within 60
days after the due date for that payment:

(1) A statement that the consumer has
the right to reject the change or changes
prior to the effective date of the changes,
unless the consumer fails to make a
required minimum periodic payment
within 60 days after the due date for
that payment;

(2) Instructions for rejecting the
change or changes, and a toll-free
telephone number that the consumer
may use to notify the creditor of the
rejection; and

(3) If applicable, a statement that if
the consumer rejects the change or
changes, the consumer’s ability to use
the account for further advances will be
terminated or suspended.

(C) Changes resulting from failure to
make minimum periodic payment
within 60 days from due date for credit
card accounts under an open-end (not
home-secured) consumer credit plan.
For a credit card account under an
open-end (not home-secured) consumer
credit plan, if the significant change
required to be disclosed pursuant to
paragraph (c)(2)(i) of this section is an
increase in an annual percentage rate or
a fee or charge required to be disclosed
under § 226.6(b)(2)(ii), (b)(2)(iii), or
(b)(2)(xii) based on the consumer’s
failure to make a minimum periodic
payment within 60 days from the due
date for that payment, the notice
provided pursuant to paragraph (c)(2)(i)
of this section must also contain the
following information:

(1) A statement of the reason for the
increase; and

(2) That the increase will cease to
apply to transactions that occurred prior
to or within 14 days of provision of the
notice, if the creditor 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.

(D) Format requirements. (1) Tabular
format. The summary of changes
described in paragraph (c)(2)(iv)(A)(1) of
this section must be in a tabular format
(except for a summary of any increase
in the required minimum periodic
payment), with headings and format
substantially similar to any of the
account-opening tables found in G-17
in appendix G to this part. The table
must disclose the changed term and
information relevant to the change, if
that relevant information is required by
§226.6(b)(1) and (b)(2). The new terms
shall be described in the same level of
detail as required when disclosing the
terms under § 226.6(b)(2).

(2) Notice included with periodic
statement. If a notice required by
paragraph (c)(2)(i) of this section is
included on or with a periodic
statement, the information described in
paragraph (c)(2)(iv)(A)(1) of this section
must be disclosed on the front of any
page of the statement. The summary of
changes described in paragraph
(c)(2)(iv)(A)(1) of this section must
immediately follow the information
described in paragraph (c)(2)(iv)(A)(2)
through (c)(2)(iv)(A)(7) and, if
applicable, paragraphs (c)(2)(iv)(B) and
(c)(2)(iv)(C) of this section, and be
substantially similar to the format
shown in Sample G-20 or G-21 in
appendix G to this part.

(3) Notice provided separately from
periodic statement. If a notice required
by paragraph (c)(2)(i) of this section is
not included on or with a periodic
statement, the information described in
paragraph (c)(2)(iv)(A)(2) of this section
must, at the creditor’s option, be
disclosed on the front of the first page
of the notice or segregated on a separate
page from other information given with
the notice. The summary of changes
required to be in a table pursuant to
paragraph (c)(2)(iv)(A)(1) of this section
may be on more than one page, and may
use both the front and reverse sides, so
long as the table begins on the front of
the first page of the notice and there is
a reference on the first page indicating
that the table continues on the following
page. The summary of changes
described in paragraph (c)(2)(iv)(A)(1) of
this section must immediately follow
the information described in paragraph
(c)(2)(iv)(A)(2) through (c)(2)(iv)(A)(7)
and, if applicable, paragraphs
(c)(2)(iv)(B) and (c)(2)(iv)(C), of this
section, substantially similar to the
format shown in Sample G20 or G-21
in appendix G to this part.

(v) Notice not required. For open-end
plans (other than home equity plans
subject to the requirements of § 226.5b)
a creditor is not required to provide
notice under this section:

(A) When the change involves charges
for documentary evidence; a reduction
of any component of a finance or other
charge; suspension of future credit
privileges (except as provided in
paragraph (c)(2)(vi) of this section) or
termination of an account or plan; when
the change results from an agreement
involving a court proceeding; when the
change is an extension of the grace
period; or if the change is applicable
only to checks that access a credit card
account and the changed terms are
disclosed on or with the checks in
accordance with paragraph (b)(3) of this
section;

(B) When the change is an increase in
an annual percentage rate upon the
expiration of a specified period of time,
provided that:

(1) Prior to commencement of that
period, the creditor disclosed in writing
to the consumer, in a clear and
conspicuous manner, the length of the
period and the annual percentage rate
that would apply after expiration of the
period;

(2) The disclosure of the length of the
period and the annual percentage rate
that would apply after expiration of the
period are set forth in close proximity
and in equal prominence to the first
listing of the disclosure of the rate that
applies during the specified period of
time; and

(3) The annual percentage rate that
applies after that period does not exceed
the rate disclosed pursuant to paragraph
(c)(2)(v)(B)(1) of this paragraph or, if the
rate disclosed pursuant to paragraph
(c)(2)(v)(B)(1) of this section was a
variable rate, the rate following any
such increase is a variable rate
determined by the same formula (index
and margin) that was used to calculate
the variable rate disclosed pursuant to
paragraph (c)(2)(v)(B)(1);

(C) When the change is an increase in
a variable annual percentage rate in
accordance with a credit card agreement
that provides for changes in the rate
according to operation of an index that
is not under the control of the creditor
and is available to the general public; or

(D) When the change is an increase in
an annual percentage rate, a fee or
charge required to be disclosed under
§ 226.6(b)(2)(ii), (b)(2)(iii), or (b)(2)(xii),
or the required minimum periodic
payment due to the completion of a
workout or temporary hardship
arrangement by the consumer or the
consumer’s failure to comply with the
terms of such an arrangement, provided
that:

(1) The annual percentage rate or fee
or charge applicable to a category of
transactions or the required minimum
periodic payment following any such
increase does not exceed the rate or fee
or charge or required minimum periodic
payment that applied to that category of
transactions prior to commencement of
the arrangement or, if the rate that
applied to a category of transactions
prior to the commencement of the
workout or temporary hardship
arrangement was a variable rate, the rate
following any such increase is a variable
rate determined by the same formula
(index and margin) that applied to the
category of transactions prior to
commencement of the workout or
temporary hardship arrangement; and
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(2) The creditor has provided the
consumer, prior to the commencement
of such arrangement, with a clear and
conspicuous disclosure of the terms of
the arrangement (including any
increases due to such completion or
failure). This disclosure must generally
be provided in writing. However, a
creditor may provide the disclosure of
the terms of the arrangement orally by
telephone, provided that the creditor
mails or delivers a written disclosure of
the terms of the arrangement to the
consumer as soon as reasonably
practicable after the oral disclosure is
provided.

(vi) Reduction of the credit limit. For
open-end plans that are not subject to
the requirements of § 226.5b, 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. Notice shall be
provided in writing or orally at least 45
days prior to imposing the over-the-
limit fee or penalty rate and shall state
that the credit limit on the account has
been or will be decreased.

(d) Finance charge imposed at time of
transaction. (1) Any person, other than
the card issuer, who imposes a finance
charge at the time of honoring a
consumer’s credit card, shall disclose
the amount of that finance charge prior
to its imposition.

(2) The card issuer, other than the
person honoring the consumer’s credit
card, shall have no responsibility for the
disclosure required by paragraph (d)(1)
of this section, and shall not consider
any such charge for the purposes of
§§ 226.5a, 226.6 and 226.7.

(e) Disclosures upon renewal of credit
or charge card. (1) Notice prior to
renewal. A card issuer that imposes any
annual or other periodic fee to renew a
credit or charge card account of the type
subject to § 226.5a, including any fee
based on account activity or inactivity
or any card issuer that has changed or
amended any term of a cardholder’s
account required to be disclosed under
§226.6(b)(1) and (b)(2) that has not
previously been disclosed to the
consumer, shall mail or deliver written
notice of the renewal to the cardholder.
If the card issuer imposes any annual or
other periodic fee for renewal, the
notice shall 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 term required to be
disclosed under § 226.6(b)(1) and (b)(2)

and such changed or amended term has
not previously been disclosed to the
consumer, the notice shall be provided
at least 30 days prior to the scheduled
renewal date of the consumer’s credit or
charge card. The notice shall contain the
following information:

(i) The disclosures contained in
§ 226.5a(b)(1) through (b)(7) that would
apply if the account were renewed; 202
and

(i) How and when the cardholder
may terminate credit availability under
the account to avoid paying the renewal
fee, if applicable.

(2) Notification on periodic
statements. The disclosures required by
this paragraph 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
shall include a reference to those
disclosures on the front of the
statement.

(f) Change in credit card account
insurance provider. (1) Notice prior to
change. If a credit card issuer plans to
change the provider of insurance for
repayment of all or part of the
outstanding balance of an open-end
credit card account of the type subject
to § 226.5a, the card issuer shall mail or
deliver to the cardholder written notice
of the change not less than 30 days
before the change in provider occurs.
The notice shall also include the
following items, to the extent
applicable:

(i) Any increase in the rate that will
result from the change;

(ii) Any substantial decrease in
coverage that will result from the
change; and

(iii) A statement that the cardholder
may discontinue the insurance.

(2) Notice when change in provider
occurs. If a change described in
paragraph (f)(1) of this section occurs,
the card issuer shall provide the
cardholder with a written notice no later
than 30 days after the change, including
the following items, to the extent
applicable:

(i) The name and address of the new
insurance provider;

(ii) A copy of the new policy or group
certificate containing the basic terms of
the insurance, including the rate to be
charged; and

(ii1) A statement that the cardholder
may discontinue the insurance.

(3) Substantial decrease in coverage.
For purposes of this paragraph, a
substantial decrease in coverage is a
decrease in a significant term of
coverage that might reasonably be
expected to affect the cardholder’s

20a [Reserved].

decision to continue the insurance.
Significant terms of coverage include,
for example, the following:

(i) Type of coverage provided;

(ii) Age at which coverage terminates
or becomes more restrictive;

(ii1) Maximum insurable loan balance,
maximum periodic benefit payment,
maximum number of payments, or other
term affecting the dollar amount of
coverage or benefits provided;

(iv) Eligibility requirements and
number and identity of persons covered;

(v) Definition of a key term of
coverage such as disability;

(vi) Exclusions from or limitations on
coverage; and

(vii) Waiting periods and whether
coverage is retroactive.

(4) Combined notification. The
notices required by paragraph (f)(1) and
(2) of this section may be combined
provided the timing requirement of
paragraph (f)(1) of this section is met.
The notices may be provided on or with
a periodic statement.

(g) Increase in rates due to
delinquency or default or as a penalty.
(1) Increases subject to this section. For
plans other than home-equity plans
subject to the requirements of § 226.5b,
except as provided in paragraph (g)(4) of
this section, a creditor must provide a
written notice to each consumer who
may be affected when:

(i) A rate is increased due to the
consumer’s delinquency or default; or

(ii) A rate is increased as a penalty for
one or more events specified in the
account agreement, such as making a
late payment or obtaining an extension
of credit that exceeds the credit limit.

(2) Timing of written notice.
Whenever any notice is required to be
given pursuant to paragraph (g)(1) of
this section, the creditor shall provide
written notice of the increase in rates at
least 45 days prior to the effective date
of the increase. The notice must be
provided after the occurrence of the
events described in paragraphs (g)(1)(i)
and (g)(1)(ii) of this section that trigger
the imposition of the rate increase.

(3)(i) Disclosure requirements for rate
increases. (A) General. If a creditor is
increasing the rate due to delinquency
or default or as a penalty, the creditor
must provide the following information
on the notice sent pursuant to paragraph
(g)(1) of this section:

(1) A statement that the delinquency
or default rate or penalty rate, as
applicable, has been triggered;

(2) The date on which the
delinquency or default rate or penalty
rate will apply;

(3) The circumstances under which
the delinquency or default rate or
penalty rate, as applicable, will cease to
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apply to the consumer’s account, or that
the delinquency or default rate or
penalty rate will remain in effect for a
potentially indefinite time period;

(4) A statement indicating to which
balances the delinquency or default rate
or penalty rate will be applied; and

(5) If applicable, a description of any
balances to which the current rate will
continue to apply as of the effective date
of the rate increase, unless a consumer
fails to make a minimum periodic
payment within 60 days from the due
date for that payment.

(B) Rate increases resulting from
failure to make minimum periodic
payment within 60 days from due date.
For a credit card account under an
open-end (not home-secured) consumer
credit plan, if the rate increase required
to be disclosed pursuant to paragraph
(g)(1) of this section is an increase
pursuant to § 226.55(b)(4) based on the
consumer’s failure to make a minimum
periodic payment within 60 days from
the due date for that payment, the notice
provided pursuant to paragraph (g)(1) of
this section must also contain the
following information:

(1) A statement of the reason for the
increase; and

(2) That the increase will cease to
apply to transactions that occurred prior
to or within 14 days of provision of the
notice, if the creditor 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.

(ii) Format requirements. (A) If a
notice required by paragraph (g)(1) of
this section is included on or with a
periodic statement, the information
described in paragraph (g)(3)(i) of this
section must be in the form of a table
and provided on the front of any page
of the periodic statement, above the
notice described in paragraph (c)(2)(iv)
of this section if that notice is provided
on the same statement.

(B) If a notice required by paragraph
(g)(1) of this section is not included on
or with a periodic statement, the
information described in paragraph
(g)(3)(i) of this section must be disclosed
on the front of the first page of the
notice. Only information related to the
increase in the rate to a penalty rate may
be included with the notice, except that
this notice may be combined with a
notice described in paragraph (c)(2)(iv)
or (g)(4) of this section.

(4) Exception for decrease in credit
limit. A creditor is not required to
provide a notice pursuant to paragraph
(g)(1) of this section prior to increasing
the rate for obtaining an extension of

credit that exceeds the credit limit,
provided that:

(i) The creditor provides at least 45
days in advance of imposing the penalty
rate a notice, in writing, that includes:

(A) A statement that the credit limit
on the account has been or will be
decreased.

(B) A statement indicating the date on
which the penalty rate will apply, if the
outstanding balance exceeds the credit
limit as of that date;

(C) A statement that the penalty rate
will not be imposed on the date
specified in paragraph (g)(4)(i)(B) of this
section, if the outstanding balance does
not exceed the credit limit as of that
date;

(D) The circumstances under which
the penalty rate, if applied, will cease to
apply to the account, or that the penalty
rate, if applied, will remain in effect for
a potentially indefinite time period;

(E) A statement indicating to which
balances the penalty rate may be
applied; and

(F) If applicable, a description of any
balances to which the current rate will
continue to apply as of the effective date
of the rate increase, unless the consumer
fails to make a minimum periodic
payment within 60 days from the due
date for that payment; and

(ii) The creditor does not increase the
rate applicable to the consumer’s
account to the penalty rate if the
outstanding balance does not exceed the
credit limit on the date set forth in the
notice and described in paragraph
(g)(4)(1)(B) of this section.

(iii) (A) If a notice provided pursuant
to paragraph (g)(4)(i) of this section is
included on or with a periodic
statement, the information described in
paragraph (g)(4)(i) of this section must
be in the form of a table and provided
on the front of any page of the periodic
statement; or

(B) If a notice required by paragraph
(g)(4)(i) of this section is not included
on or with a periodic statement, the
information described in paragraph
(g)(4)(i) of this section must be disclosed
on the front of the first page of the
notice. Only information related to the
reduction in credit limit may be
included with the notice, except that
this notice may be combined with a
notice described in paragraph (c)(2)(iv)
or (g)(1) of this section.

h) Consumer rejection of certain
significant changes in terms. (1) Right to
reject. If paragraph (c)(2)(iv)(B) of this
section requires disclosure of the
consumer’s right to reject a significant
change to an account term, the
consumer may reject that change by
notifying the creditor of the rejection
before the effective date of the change.

(2) Effect of rejection. If a creditor is
notified of a rejection of a significant
change to an account term as provided
in paragraph (h)(1) of this section, the
creditor must not:

(i) Apply the change to the account;

(ii) Impose a fee or charge or treat the
account as in default solely as a result
of the rejection; or

(iii) Require repayment of the balance
on the account using a method that is
less beneficial to the consumer than one
of the methods listed in § 226.55(c)(2).

(3) Exception. Section 226.9(h) does
not apply when the creditor has not
received the consumer’s required
minimum periodic payment within 60
days after the due date for that payment.
m 12. Section 226.10 is revised to read
as follows:

§226.10 Payments.

(a) General rule. A creditor shall
credit a payment to the consumer’s
account as of the date of receipt, except
when a delay in crediting does not
result in a finance or other charge or
except as provided in paragraph (b) of
this section.

(b) Specific requirements for
payments. (1) General rule. A creditor
may specify reasonable requirements for
payments that enable most consumers to
make conforming payments.

(2) Examples of reasonable
requirements for payments. Reasonable
requirements for making payment may
include:

(i) Requiring that payments be
accompanied by the account number or
payment stub;

(ii) Setting reasonable cut-off times for
payments to be received by mail, by
electronic means, by telephone, and in
person (except as provided in paragraph
(b)(3) of this section), provided that
such cut-off times shall be no earlier
than 5 p.m. on the payment due date at
the location specified by the creditor for
the receipt of such payments;

(iii) Specifying that only checks or
money orders should be sent by mail;

(iv) Specifying that payment is to be
made in U.S. dollars; or

(v) Specifying one particular address
for receiving payments, such as a post
office box.

(3) In-person payments on credit card
accounts. (i) General. Notwithstanding
§226.10(b), payments on a credit card
account under an open-end (not home-
secured) consumer credit plan made in
person at a branch or office of a card
issuer that is a financial institution prior
to the close of business of that branch
or office shall be considered received on
the date on which the consumer makes
the payment. A card issuer that is a
financial institution shall not impose a
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cut-off time earlier than the close of
business for any such payments made in
person at any branch or office of the
card issuer at which such payments are
accepted. Notwithstanding

§ 226.10(b)(2)(ii), a card issuer may
impose a cut-off time earlier than 5 p.m.
for such payments, if the close of
business of the branch or office is earlier
than 5 p.m.

(ii) Financial institution. For purposes
of paragraph (b)(3) of this section,
“financial institution” shall mean a
bank, savings association, or credit
union.

(4) Nonconforming payments. If a
creditor specifies, on or with the
periodic statement, requirements for the
consumer to follow in making payments
as permitted under this § 226.10, but
accepts a payment that does not
conform to the requirements, the
creditor shall credit the payment within
five days of receipt.

(c) Adjustment of account. If a
creditor fails to credit a payment, as
required by paragraphs (a) or (b) of this
section, in time to avoid the imposition
of finance or other charges, the creditor
shall adjust the consumer’s account so
that the charges imposed are credited to
the consumer’s account during the next
billing cycle.

(d) Crediting of payments when
creditor does not receive or accept
payments on due date. (1) General.
Except as provided in paragraph (d)(2)
of this section, if a creditor does not
receive or accept payments by mail on
the due date for payments, the creditor
may generally not treat a payment
received the next business day as late
for any purpose. For purposes of this
paragraph (d), the “next business day”
means the next day on which the
creditor accepts or receives payments by
mail.

(2) Payments accepted or received
other than by mail. If a creditor accepts
or receives payments made on the due
date by a method other than mail, such
as electronic or telephone payments, the
creditor is not required to treat a
payment made by that method on the
next business day as timely, even if it
does not accept mailed payments on the
due date.

(e) Limitations on fees related to
method of payment. For credit card
accounts under an open-end (not home-
secured) consumer credit plan, a
creditor may not impose a separate fee
to allow consumers to make a payment
by any method, such as mail, electronic,
or telephone payments, unless such
payment method involves an expedited
service by a customer service
representative of the creditor.

(f) Changes by card issuer. If a card
issuer makes a material change in the
address for receiving payments or
procedures for handling payments, and
such change causes a material delay in
the crediting of a payment to the
consumer’s account during the 60-day
period following the date on which such
change took effect, the card issuer may
not impose any late fee or finance
charge for a late payment on the credit
card account during the 60-day period
following the date on which the change
took effect.

m 13. Section 226.11 is revised to read
as follows:

§226.11 Treatment of credit balances;
account termination.

(a) Credit balances. When a credit
balance in excess of $1 is created on a
credit account (through transmittal of
funds to a creditor in excess of the total
balance due on an account, through
rebates of unearned finance charges or
insurance premiums, or through
amounts otherwise owed to or held for
the benefit of the consumer), the
creditor shall—

(1) Credit the amount of the credit
balance to the consumer’s account;

(2) Refund any part of the remaining
credit balance within seven business
days from receipt of a written request
from the consumer;

(3) Make a good faith effort to refund
to the consumer by cash, check, or
money order, or credit to a deposit
account of the consumer, any part of the
credit balance remaining in the account
for more than six months. No further
action is required if the consumer’s
current location is not known to the
creditor and cannot be traced through
the consumer’s last known address or
telephone number.

(b) Account termination. (1) A
creditor shall not terminate an account
prior to its expiration date solely
because the consumer does not incur a
finance charge.

(2) Nothing in paragraph (b)(1) of this
section prohibits a creditor from
terminating an account that is inactive
for three or more consecutive months.
An account is inactive for purposes of
this paragraph if no credit has been
extended (such as by purchase, cash
advance or balance transfer) and if the
account has no outstanding balance.

(c) Timely settlement of estate debts.
(1) General rule. (i) Reasonable policies
and procedures required. For credit card
accounts under an open-end (not home-
secured) consumer credit plan, card
issuers must adopt reasonable written
policies and procedures designed to
ensure that an administrator of an estate
of a deceased accountholder can

determine the amount of and pay any
balance on the account in a timely
manner.

(ii) Application to joint accounts.
Paragraph (c) of this section does not
apply to the account of a deceased
consumer if a joint accountholder
remains on the account.

(2) Timely statement of balance. (i)
Requirement. Upon request by the
administrator of an estate, a card issuer
must provide the administrator with the
amount of the balance on a deceased
consumer’s account in a timely manner.

(ii) Safe harbor. For purposes of
paragraph (c)(2)(i) of this section,
providing the amount of the balance on
the account within 30 days of receiving
the request is deemed to be timely.

(3) Limitations after receipt of request
from administrator. (i) Limitation on
fees and increases in annual percentage
rates. After receiving a request from the
administrator of an estate for the
amount of the balance on a deceased
consumer’s account, a card issuer must
not impose any fees on the account
(such as a late fee, annual fee, or over-
the-limit fee) or increase any annual
percentage rate, except as provided by
§226.55(b)(2).

(ii) Limitation on trailing or residual
interest. A card issuer must waive or
rebate any additional finance charge due
to a periodic interest rate if payment in
full of the balance disclosed pursuant to
paragraph (c)(2) of this section is
received within 30 days after disclosure.
m 14. Section 226.12 is revised to read
as follows:

§226.12 Special credit card provisions.

(a) Issuance of credit cards.
Regardless of the purpose for which a
credit card is to be used, including
business, commercial, or agricultural
use, no credit card shall be issued to any
person except—

(1) In response to an oral or written
request or application for the card; or

(2) As a renewal of, or substitute for,
an accepted credit card.2!

(b) Liability of cardholder for
unauthorized use. (1)(i) Definition of
unauthorized use. For purposes of this
section, the term “unauthorized use”
means the use of a credit card by a
person, other than the cardholder, who
does not have actual, implied, or
apparent authority for such use, and
from which the cardholder receives no
benefit.

(ii) Limitation on amount. The
liability of a cardholder for
unauthorized use 22 of a credit card shall
not exceed the lesser of $50 or the

21[Reserved].
22 [Reserved].
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amount of money, property, labor, or
services obtained by the unauthorized
use before notification to the card issuer
under paragraph (b)(3) of this section.

(2) Conditions of liability. A
cardholder shall be liable for
unauthorized use of a credit card only
if:

(i) The credit card is an accepted
credit card;

(ii) The card issuer has provided
adequate notice 23 of the cardholder’s
maximum potential liability and of
means by which the card issuer may be
notified of loss or theft of the card. The
notice shall state that the cardholder’s
liability shall not exceed $50 (or any
lesser amount) and that the cardholder
may give oral or written notification,
and shall describe a means of
notification (for example, a telephone
number, an address, or both); and

(iii) The card issuer has provided a
means to identify the cardholder on the
account or the authorized user of the
card.

(3) Notification to card issuer.
Notification to a card issuer is given
when steps have been taken as may be
reasonably required in the ordinary
course of business to provide the card
issuer with the pertinent information
about the loss, theft, or possible
unauthorized use of a credit card,
regardless of whether any particular
officer, employee, or agent of the card
issuer does, in fact, receive the
information. Notification may be given,
at the option of the person giving it, in
person, by telephone, or in writing.
Notification in writing is considered
given at the time of receipt or, whether
or not received, at the expiration of the
time ordinarily required for
transmission, whichever is earlier.

(4) Effect of other applicable law or
agreement. If state law or an agreement
between a cardholder and the card
issuer imposes lesser liability than that
provided in this paragraph, the lesser
liability shall govern.

(5) Business use of credit cards. If 10
or more credit cards are issued by one
card issuer for use by the employees of
an organization, this section does not
prohibit the card issuer and the
organization from agreeing to liability
for unauthorized use without regard to
this section. However, liability for
unauthorized use may be imposed on an
employee of the organization, by either
the card issuer or the organization, only
in accordance with this section.

(c) Right of cardholder to assert
claims or defenses against card issuer.24
(1) General rule. When a person who

23 [Reserved].
24 [Reserved].

honors a credit card fails to resolve
satisfactorily a dispute as to property or
services purchased with the credit card
in a consumer credit transaction, the
cardholder may assert against the card
issuer all claims (other than tort claims)
and defenses arising out of the
transaction and relating to the failure to
resolve the dispute. The cardholder may
withhold payment up to the amount of
credit outstanding for the property or
services that gave rise to the dispute and
any finance or other charges imposed on
that amount.25

(2) Adverse credit reports prohibited.
If, in accordance with paragraph (c)(1)
of this section, the cardholder withholds
payment of the amount of credit
outstanding for the disputed
transaction, the card issuer shall not
report that amount as delinquent until
the dispute is settled or judgment is
rendered.

(3) Limitations. (i) General. The rights
stated in paragraphs (c)(1) and (c)(2) of
this section apply only if:

(A) The cardholder has made a good
faith attempt to resolve the dispute with
the person honoring the credit card; and

(B) The amount of credit extended to
obtain the property or services that
result in the assertion of the claim or
defense by the cardholder exceeds $50,
and the disputed transaction occurred
in the same state as the cardholder’s
current designated address or, if not
within the same state, within 100 miles
from that address.26

(ii) Exclusion. The limitations stated
in paragraph (c)(3)(i)(B) of this section
shall not apply when the person
honoring the credit card:

(A) Is the same person as the card
issuer;

(B) Is controlled by the card issuer
directly or indirectly;

(C) Is under the direct or indirect
control of a third person that also
directly or indirectly controls the card
issuer;

(D) Controls the card issuer directly or
indirectly;

(E) Is a franchised dealer in the card
issuer’s products or services; or

(F) Has obtained the order for the
disputed transaction through a mail
solicitation made or participated in by
the card issuer.

(d) Offsets by card issuer prohibited.
(1) A card issuer may not take any
action, either before or after termination
of credit card privileges, to offset a
cardholder’s indebtedness arising from a
consumer credit transaction under the
relevant credit card plan against funds

25 [Reserved].
26 [Reserved].

of the cardholder held on deposit with
the card issuer.

(2) This paragraph does not alter or
affect the right of a card issuer acting
under state or federal law to do any of
the following with regard to funds of a
cardholder held on deposit with the
card issuer if the same procedure is
constitutionally available to creditors
generally: Obtain or enforce a
consensual security interest in the
funds; attach or otherwise levy upon the
funds; or obtain or enforce a court order
relating to the funds.

(3) This paragraph does not prohibit
a plan, if authorized in writing by the
cardholder, under which the card issuer
may periodically deduct all or part of
the cardholder’s credit card debt from a
deposit account held with the card
issuer (subject to the limitations in
§226.13(d)(1)).

(e) Prompt notification of returns and
crediting of refunds. (1) When a creditor
other than the card issuer accepts the
return of property or forgives a debt for
services that is to be reflected as a credit
to the consumer’s credit card account,
that creditor shall, within 7 business
days from accepting the return or
forgiving the debt, transmit a credit
statement to the card issuer through the
card issuer’s normal channels for credit
statements.

(2) The card issuer shall, within 3
business days from receipt of a credit
statement, credit the consumer’s
account with the amount of the refund.

(3) If a creditor other than a card
issuer routinely gives cash refunds to
consumers paying in cash, the creditor
shall also give credit or cash refunds to
consumers using credit cards, unless it
discloses at the time the transaction is
consummated that credit or cash
refunds for returns are not given. This
section does not require refunds for
returns nor does it prohibit refunds in
kind.

(f) Discounts; tie-in arrangements. No
card issuer may, by contract or
otherwise:

(1) Prohibit any person who honors a
credit card from offering a discount to
a consumer to induce the consumer to
pay by cash, check, or similar means
rather than by use of a credit card or its
underlying account for the purchase of
property or services; or

(2) Require any person who honors
the card issuer’s credit card to open or
maintain any account or obtain any
other service not essential to the
operation of the credit card plan from
the card issuer or any other person, as
a condition of participation in a credit
card plan. If maintenance of an account
for clearing purposes is determined to
be essential to the operation of the
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credit card plan, it may be required only
if no service charges or minimum
balance requirements are imposed.

(g) Relation to Electronic Fund
Transfer Act and Regulation E. For
guidance on whether Regulation Z (12
CFR part 226) or Regulation E (12 CFR
part 205) applies in instances involving
both credit and electronic fund transfer
aspects, refer to Regulation E, 12 CFR
205.12(a) regarding issuance and
liability for unauthorized use. On
matters other than issuance and
liability, this section applies to the
credit aspects of combined credit/
electronic fund transfer transactions, as
applicable.

m 15. Section 226.13 is revised to read
as follows:

§226.13 Billing error resolution.2?

(a) Definition of billing error. For
purposes of this section, the term billing
eITOr means:

(1) A reflection on or with a periodic
statement of an extension of credit that
is not made to the consumer or to a
person who has actual, implied, or
apparent authority to use the
consumer’s credit card or open-end
credit plan.

(2) A reflection on or with a periodic
statement of an extension of credit that
is not identified in accordance with the
requirements of §§ 226.7(a)(2) or (b)(2),
as applicable, and 226.8.

(3) A reflection on or with a periodic
statement of an extension of credit for
property or services not accepted by the
consumer or the consumer’s designee,
or not delivered to the consumer or the
consumer’s designee as agreed.

(4) A reflection on a periodic
statement of the creditor’s failure to
credit properly a payment or other
credit issued to the consumer’s account.

(5) A reflection on a periodic
statement of a computational or similar
error of an accounting nature that is
made by the creditor.

(6) A reflection on a periodic
statement of an extension of credit for
which the consumer requests additional
clarification, including documentary
evidence.

(7) The creditor’s failure to mail or
deliver a periodic statement to the
consumer’s last known address if that
address was received by the creditor, in
writing, at least 20 days before the end
of the billing cycle for which the
statement was required.

(b) Billing error notice.28 A billing
error notice is a written notice 29 from a
consumer that:

27 [Reserved].
28 [Reserved].
29 [Reserved].

(1) Is received by a creditor at the
address disclosed under § 226.7(a)(9) or
(b)(9), as applicable, no later than 60
days after the creditor transmitted the
first periodic statement that reflects the
alleged billing error;

(2) Enables the creditor to identify the
consumer’s name and account number;
and

(3) To the extent possible, indicates
the consumer’s belief and the reasons
for the belief that a billing error exists,
and the type, date, and amount of the
€ITOor.

(c) Time for resolution; general
procedures. (1) The creditor shall mail
or deliver written acknowledgment to
the consumer within 30 days of
receiving a billing error notice, unless
the creditor has complied with the
appropriate resolution procedures of
paragraphs (e) and (f) of this section, as
applicable, within the 30-day period;
and

(2) The creditor shall comply with the
appropriate resolution procedures of
paragraphs (e) and (f) of this section, as
applicable, within 2 complete billing
cycles (but in no event later than 90
days) after receiving a billing error
notice.

(d) Rules pending resolution. Until a
billing error is resolved under paragraph
(e) or (f) of this section, the following
rules apply:

(1) Consumer’s right to withhold
disputed amount; collection action
prohibited. The consumer need not pay
(and the creditor may not try to collect)
any portion of any required payment
that the consumer believes is related to
the disputed amount (including related
finance or other charges).30 If the
cardholder has enrolled in an automatic
payment plan offered by the card issuer
and has agreed to pay the credit card
indebtedness by periodic deductions
from the cardholder’s deposit account,
the card issuer shall not deduct any part
of the disputed amount or related
finance or other charges if a billing error
notice is received any time up to 3
business days before the scheduled
payment date.

(2) Adverse credit reports prohibited.
The creditor or its agent shall not
(directly or indirectly) make or threaten
to make an adverse report to any person
about the consumer’s credit standing, or
report that an amount or account is
delinquent, because the consumer failed
to pay the disputed amount or related
finance or other charges.

(3) Acceleration of debt and
restriction of account prohibited. A
creditor shall not accelerate any part of
the consumer’s indebtedness or restrict

30 [Reserved].

or close a consumer’s account solely
because the consumer has exercised in
good faith rights provided by this
section. A creditor may be subject to the
forfeiture penalty under 15 U.S.C.
1666(e) for failure to comply with any
of the requirements of this section.

(4) Permitted creditor actions. A
creditor is not prohibited from taking
action to collect any undisputed portion
of the item or bill; from deducting any
disputed amount and related finance or
other charges from the consumer’s
credit limit on the account; or from
reflecting a disputed amount and related
finance or other charges on a periodic
statement, provided that the creditor
indicates on or with the periodic
statement that payment of any disputed
amount and related finance or other
charges is not required pending the
creditor’s compliance with this section.

(e) Procedures if billing error occurred
as asserted. If a creditor determines that
a billing error occurred as asserted, it
shall within the time limits in paragraph
(c)(2) of this section:

(1) Correct the billing error and credit
the consumer’s account with any
disputed amount and related finance or
other charges, as applicable; and

(2) Mail or deliver a correction notice
to the consumer.

(f) Procedures if different billing error
or no billing error occurred. If, after
conducting a reasonable investigation,31
a creditor determines that no billing
error occurred or that a different billing
error occurred from that asserted, the
creditor shall within the time limits in
paragraph (c)(2) of this section:

(1) Mail or deliver to the consumer an
explanation that sets forth the reasons
for the creditor’s belief that the billing
error alleged by the consumer is
incorrect in whole or in part;

(2) Furnish copies of documentary
evidence of the consumer’s
indebtedness, if the consumer so
requests; and

(3) If a different billing error occurred,
correct the billing error and credit the
consumer’s account with any disputed
amount and related finance or other
charges, as applicable.

(g) Creditor’s rights and duties after
resolution. If a creditor, after complying
with all of the requirements of this
section, determines that a consumer
owes all or part of the disputed amount
and related finance or other charges, the
creditor:

(1) Shall promptly notify the
consumer in writing of the time when
payment is due and the portion of the
disputed amount and related finance or

31 [Reserved].
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other charges that the consumer still
owes;

(2) Shall allow any time period
disclosed under § 226.6(a)(1) or (b)(2)(v),
as applicable, and § 226.7(a)(8) or (b)(8),
as applicable, during which the
consumer can pay the amount due
under paragraph (g)(1) of this section
without incurring additional finance or
other charges;

(3) May report an account or amount
as delinquent because the amount due
under paragraph (g)(1) of this section
remains unpaid after the creditor has
allowed any time period disclosed
under § 226.6(a)(1) or (b)(2)(v), as
applicable, and § 226.7(a)(8) or (b)(8), as
applicable or 10 days (whichever is
longer) during which the consumer can
pay the amount; but

(4) May not report that an amount or
account is delinquent because the
amount due under paragraph (g)(1) of
the section remains unpaid, if the
creditor receives (within the time
allowed for payment in paragraph (g)(3)
of this section) further written notice
from the consumer that any portion of
the billing error is still in dispute,
unless the creditor also:

(i) Promptly reports that the amount
or account is in dispute;

(ii) Mails or delivers to the consumer
(at the same time the report is made) a
written notice of the name and address
of each person to whom the creditor
makes a report; and

(iii) Promptly reports any subsequent
resolution of the reported delinquency
to all persons to whom the creditor has
made a report.

(h) Reassertion of billing error. A
creditor that has fully complied with the
requirements of this section has no
further responsibilities under this
section (other than as provided in
paragraph (g)(4) of this section) if a
consumer reasserts substantially the
same billing error.

(i) Relation to Electronic Fund
Transfer Act and Regulation E. If an
extension of credit is incident to an
electronic fund transfer, under an
agreement between a consumer and a
financial institution to extend credit
when the consumer’s account is
overdrawn or to maintain a specified
minimum balance in the consumer’s
account, the creditor shall comply with
the requirements of Regulation E, 12
CFR 205.11 governing error resolution
rather than those of paragraphs (a), (b),
(c), (e), (f), and (h) of this section.

W 16. Section 226.14 is revised to read
as follows:

§226.14 Determination of annual
percentage rate.

(a) General rule. The annual
percentage rate is a measure of the cost
of credit, expressed as a yearly rate. An
annual percentage rate shall be
considered accurate if it is not more
than Vsth of 1 percentage point above or
below the annual percentage rate
determined in accordance with this
section.32 An error in disclosure of the
annual percentage rate or finance charge
shall not, in itself, be considered a
violation of this regulation if:

(1) The error resulted from a
corresponding error in a calculation tool
used in good faith by the creditor; and

(2) Upon discovery of the error, the
creditor promptly discontinues use of
that calculation tool for disclosure
purposes, and notifies the Board in
writing of the error in the calculation
tool.

(b) Annual percentage rate—in
general. Where one or more periodic
rates may be used to compute the
finance charge, the annual percentage
rate(s) to be disclosed for purposes of
§§226.5a, 226.5b, 226.6, 226.7(a)(4) or
(b)(4), 226.9, 226.15, 226.16, 226.26,
226.55, and 226.56 shall be computed
by multiplying each periodic rate by the
number of periods in a year.

(c) Optional effective annual
percentage rate for periodic statements
for creditors offering open-end plans
subject to the requirements of § 226.5b.
A creditor offering an open-end plan
subject to the requirements of § 226.5b
need not disclose an effective annual
percentage rate. Such a creditor may, at
its option, disclose an effective annual
percentage rate(s) pursuant to
§226.7(a)(7) and compute the effective
annual percentage rate as follows:

(1) Solely periodic rates imposed. If
the finance charge is determined solely
by applying one or more periodic rates,
at the creditor’s option, either:

(i) By multiplying each periodic rate
by the number of periods in a year; or

(ii) By dividing the total finance
charge for the billing cycle by the sum
of the balances to which the periodic
rates were applied and multiplying the
quotient (expressed as a percentage) by
the number of billing cycles in a year.

(2) Minimum or fixed charge, but not
transaction charge, imposed. If the
finance charge imposed during the
billing cycle is or includes a minimum,
fixed, or other charge not due to the
application of a periodic rate, other than
a charge with respect to any specific
transaction during the billing cycle, by
dividing the total finance charge for the
billing cycle by the amount of the

31a[Reserved].

balance(s) to which it is applicable 32
and multiplying the quotient (expressed
as a percentage) by the number of billing
cycles in a year.33 If there is no balance
to which the finance charge is
applicable, an annual percentage rate
cannot be determined under this
section. Where the finance charge
imposed during the billing cycle is or
includes a loan fee, points, or similar
charge that relates to opening, renewing,
or continuing an account, the amount of
such charge shall not be included in the
calculation of the annual percentage
rate.

(3) Transaction charge imposed. If the
finance charge imposed during the
billing cycle is or includes a charge
relating to a specific transaction during
the billing cycle (even if the total
finance charge also includes any other
minimum, fixed, or other charge not due
to the application of a periodic rate), by
dividing the total finance charge
imposed during the billing cycle by the
total of all balances and other amounts
on which a finance charge was imposed
during the billing cycle without
duplication, and multiplying the
quotient (expressed as a percentage) by
the number of billing cycles in a year,34
except that the annual percentage rate
shall not be less than the largest rate
determined by multiplying each
periodic rate imposed during the billing
cycle by the number of periods in a
year.35> Where the finance charge
imposed during the billing cycle is or
includes a loan fee, points, or similar
charge that relates to the opening,
renewing, or continuing an account, the
amount of such charge shall not be
included in the calculation of the
annual percentage rate. See appendix F
to this part regarding determination of
the denominator of the fraction under
this paragraph.

(4) If the finance charge imposed
during the billing cycle is or includes a
minimum, fixed, or other charge not due
to the application of a periodic rate and
the total finance charge imposed during
the billing cycle does not exceed 50
cents for a monthly or longer billing
cycle, or the pro rata part of 50 cents for
a billing cycle shorter than monthly, at
the creditor’s option, by multiplying
each applicable periodic rate by the
number of periods in a year,
notwithstanding the provisions of
paragraphs (c)(2) and (c)(3) of this
section.

(d) Calculations where daily periodic
rate applied. If the provisions of

32 [Reserved].
33 [Reserved].
34[Reserved].
35 [Reserved].
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paragraph (c)(1)(ii) or (c)(2) of this
section apply and all or a portion of the
finance charge is determined by the
application of one or more daily
periodic rates, the annual percentage
rate may be determined either:

(1) By dividing the total finance
charge by the average of the daily
balances and multiplying the quotient
by the number of billing cycles in a
year; or

(2) By dividing the total finance
charge by the sum of the daily balances
and multiplying the quotient by 365.

m 17. Section 226.16 is revised to read
as follows:

§226.16 Advertising.

(a) Actually available terms. If an
advertisement for credit states specific
credit terms, it shall state only those
terms that actually are or will be
arranged or offered by the creditor.

(b) Advertisement of terms that
require additional disclosures. (1) Any
term required to be disclosed under
§ 226.6(b)(3) set forth affirmatively or
negatively in an advertisement for an
open-end (not home-secured) credit
plan triggers additional disclosures
under this section. Any term required to
be disclosed under § 226.6(a)(1) or (a)(2)
set forth affirmatively or negatively in
an advertisement for a home-equity plan
subject to the requirements of § 226.5b
triggers additional disclosures under
this section. If any of the terms that
trigger additional disclosures under this
paragraph is set forth in an
advertisement, the advertisement shall
also clearly and conspicuously set forth
the following: 36d

(i) Any minimum, fixed, transaction,
activity or similar charge that is a
finance charge under § 226.4 that could
be imposed.

(ii) Any periodic rate that may be
applied expressed as an annual
percentage rate as determined under
§ 226.14(b). If the plan provides for a
variable periodic rate, that fact shall be
disclosed.

(iii) Any membership or participation
fee that could be imposed.

(2) If an advertisement for credit to
finance the purchase of goods or
services specified in the advertisement
states a periodic payment amount, the
advertisement shall also state the total
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

36d [Reserved].

statement of the periodic payment
amount.

(c) Catalogs or other multiple-page
advertisements; electronic
advertisements. (1) If a catalog or other
multiple-page advertisement, or an
electronic advertisement (such as an
advertisement appearing on an Internet
Web site), gives information in a table
or schedule in sufficient detail to permit
determination of the disclosures
required by paragraph (b) of this section,
it shall be considered a single
advertisement if:

(i) The table or schedule is clearly and
conspicuously set forth; and

(ii) Any statement of terms set forth in
§ 226.6 appearing anywhere else in the
catalog or advertisement clearly refers to
the page or location where the table or
schedule begins.

(2) A catalog or other multiple-page
advertisement or an electronic
advertisement (such as an advertisement
appearing on an Internet Web site)
complies with this paragraph if the table
or schedule of terms includes all
appropriate disclosures for a
representative scale of amounts up to
the level of the more commonly sold
higher-priced property or services
offered.

(d) Additional requirements for home-
equity plans. (1) Advertisement of terms
that require additional disclosures. If
any of the terms required to be disclosed
under § 226.6(a)(1) or (a)(2) or the
payment terms of the plan are set forth,
affirmatively or negatively, in an
advertisement for a home-equity plan
subject to the requirements of § 226.5b,
the advertisement also shall clearly and
conspicuously set forth the following:

(i) Any loan fee that is a percentage
of the credit limit under the plan and an
estimate of any other fees imposed for
opening the plan, stated as a single
dollar amount or a reasonable range.

(ii) Any periodic rate used to compute
the finance charge, expressed as an
annual percentage rate as determined
under § 226.14(b).

(iii) The maximum annual percentage
rate that may be imposed in a variable-
rate plan.

(2) Discounted and premium rates. If
an advertisement states an initial annual
percentage rate that is not based on the
index and margin used to make later
rate adjustments in a variable-rate plan,
the advertisement also shall state with
equal prominence and in close
proximity to the initial rate:

(i) The period of time such initial rate
will be in effect; and

(ii) A reasonably current annual
percentage rate that would have been in
effect using the index and margin.

(3) Balloon payment. If an
advertisement contains a statement of
any minimum periodic payment and a
balloon payment may result if only the
minimum periodic payments are made,
even if such a payment is uncertain or
unlikely, the advertisement also shall
state with equal prominence and in
close proximity to the minimum
periodic payment statement that a
balloon payment may result, if
applicable.36e A balloon payment
results if paying the minimum periodic
payments does not fully amortize the
outstanding balance by a specified date
or time, and the consumer is required to
repay the entire outstanding balance at
such time. If a balloon payment will
occur when the consumer makes only
the minimum payments required under
the plan, an advertisement for such a
program which contains any statement
of any minimum periodic payment shall
also state with equal prominence and in
close proximity to the minimum
periodic payment statement:

(i) That a balloon payment will result;
and

(ii) The amount and timing of the
balloon payment that will result if the
consumer makes only the minimum
payments for the maximum period of
time that the consumer is permitted to
make such payments.

(4) Tax implications. An
advertisement that states that any
interest expense incurred under the
home-equity plan is or may be tax
deductible may not be misleading in
this regard. If an advertisement
distributed in paper form or through the
Internet (rather than by radio or
television) is for a home-equity plan
secured by the consumer’s principal
dwelling, and the advertisement states
that the advertised extension of credit
may exceed the fair market value of the
dwelling, the advertisement shall
clearly and conspicuously state that:

(i) The interest on the portion of the
credit extension that is greater than the
fair market value of the dwelling is not
tax deductible for Federal income tax
purposes; and

(ii) The consumer should consult a
tax adviser for further information
regarding the deductibility of interest
and charges.

(5) Misleading terms. An
advertisement may not refer to a home-
equity plan as “free money” or contain
a similarly misleading term.

(6) Promotional rates and payments.
(i) Definitions. The following definitions
apply for purposes of paragraph (d)(6) of
this section:

36e [Reserved].
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(A) Promotional rate. The term
“promotional rate” means, in a variable-
rate plan, any annual percentage rate
that is not based on the index and
margin that will be used to make rate
adjustments under the plan, if that rate
is less than a reasonably current annual
percentage rate that would be in effect
under the index and margin that will be
used to make rate adjustments under the
plan.

(B) Promotional payment. The term
“promotional payment” means:

(1) For a variable-rate plan, any
minimum payment applicable for a
promotional period that:

(1) Is not derived by applying the
index and margin to the outstanding
balance when such index and margin
will be used to determine other
minimum payments under the plan; and

(i1) Is less than other minimum
payments under the plan derived by
applying a reasonably current index and
margin that will be used to determine
the amount of such payments, given an
assumed balance.

(2) For a plan other than a variable-
rate plan, any minimum payment
applicable for a promotional period if
that payment is less than other
payments required under the plan given
an assumed balance.

(C) Promotional period. A
“promotional period” means a period of
time, less than the full term of the loan,
that the promotional rate or promotional
payment may be applicable.

(ii) Stating the promotional period
and post-promotional rate or payments.
If any annual percentage rate that may
be applied to a plan is a promotional
rate, or if any payment applicable to a
plan is a promotional payment, the
following must be disclosed in any
advertisement, other than television or
radio advertisements, in a clear and
conspicuous manner with equal
prominence and in close proximity to
each listing of the promotional rate or
payment:

(A) The period of time during which
the promotional rate or promotional
payment will apply;

(B) In the case of a promotional rate,
any annual percentage rate that will
apply under the plan. If such rate is
variable, the annual percentage rate
must be disclosed in accordance with
the accuracy standards in §§ 226.5b or
226.16(b)(1)(ii) as applicable; and

(C) In the case of a promotional
payment, the amounts and time periods
of any payments that will apply under
the plan. In variable-rate transactions,
payments that will be determined based
on application of an index and margin
shall be disclosed based on a reasonably
current index and margin.

(iii) Envelope excluded. The
requirements in paragraph (d)(6)(ii) of
this section do not apply to an envelope
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.

(e) Alternative disclosures—television
or radio advertisements. An
advertisement made through television
or radio stating any of the terms
requiring additional disclosures under
paragraphs (b)(1) or (d)(1) of this section
may alternatively comply with
paragraphs (b)(1) or (d)(1) of this section
by stating the information required by
paragraphs (b)(1)(ii) or (d)(1)(ii) of this
section, as applicable, and listing a toll-
free telephone number, or any telephone
number that allows a consumer to
reverse the phone charges when calling
for information, along with a reference
that such number may be used by
consumers to obtain the additional cost
information.

(f) Misleading terms. An
advertisement may not refer to an
annual percentage rate 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.

(g) Promotional rates. (1) Scope. The
requirements of this paragraph apply to
any advertisement of an open-end (not
home-secured) plan, including
promotional materials accompanying
applications or solicitations subject to
§ 226.5a(c) or accompanying
applications or solicitations subject to
§ 226.5a(e).

(2) Definitions. (i) Promotional rate
means any annual percentage rate
applicable to one or more balances or
transactions on an open-end (not home-
secured) plan for a specified period of
time that is lower than the annual
percentage rate that will be in effect at
the end of that period on such balances
or transactions.

(ii) Introductory rate means a
promotional rate offered in connection
with the opening of an account.

(iii) Promotional period means the
maximum time period for which the
promotional rate may be applicable.

(3) Stating the term “introductory”. If
any annual percentage rate that may be
applied to the account is an
introductory rate, the term introductory
or intro must be in immediate proximity
to each listing of the introductory rate
in a written or electronic advertisement.

(4) Stating the promotional period
and post-promotional rate. If any annual
percentage rate that may be applied to

the account is a promotional rate under
paragraph (g)(2)(i) of this section, the
information in paragraphs (g)(4)(i) and
(g)(4)(ii) of this section must be stated in
a clear and conspicuous manner in the
advertisement. If the rate is stated in a
written or electronic advertisement, the
information in paragraphs (g)(4)(i) and
(g)(4)(ii) of this section must also be
stated in a prominent location closely
proximate to the first listing of the
promotional rate.

(i) When the promotional rate will
end; and

(ii) The annual percentage rate that
will apply after the end of the
promotional period. If such rate is
variable, the annual percentage rate
must comply with the accuracy
standards in §§ 226.5a(c)(2),
226.5a(d)(3), 226.5a(e)(4), or
226.16(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, the advertisement
must disclose the specific rates or the
range of rates that might apply.

(5) Envelope excluded. The
requirements in paragraph (g)(4) of this
section 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.

h) Deferred interest or similar offers.
(1) Scope. The requirements of this
paragraph apply to any advertisement of
an open-end credit plan not subject to
§ 226.5b, including promotional
materials accompanying applications or
solicitations subject to § 226.5a(c) or
accompanying applications or
solicitations subject to § 226.5a(e).

(2) Definitions. “Deferred interest”
means 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
transactions are paid in full by a
specified date. 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, is the
“deferred interest period.” “Deferred
interest” does not include any finance
charges the consumer avoids paying in
connection with any recurring grace
period.

(3) Stating the deferred interest
period. If a deferred interest offer is
advertised, the deferred interest period
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must be 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, the term “if paid in
full” must also be 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, 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.

(4) Stating the terms of the deferred
interest or similar offer. If any deferred
interest offer is advertised, the
information in paragraphs (h)(4)(i) and
(h)(4)(i1) of this section must be stated
in the advertisement, in language
similar to Sample G-24 in Appendix G
to this part. If the deferred interest offer
is included in a written or electronic
advertisement, the information in
paragraphs (h)(4)(i) and (h)(4)(ii) of this
section must also be stated in a
prominent location closely proximate to
the first statement of “no 1nterest ” “n
payments,” “deferred interest,” “same as
cash,” or similar term regarding interest
or payments during the deferred interest
period.

(i) 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

(ii) 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.

(5) Envelope excluded. The
requirements in paragraph (h)(4) of this
section 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.

m 18. Section 226.30 is revised to read
as follows:

”» «

§226.30 Limitation on rates.

A creditor shall include in any
consumer credit contract secured by a
dwelling and subject to the act and this
regulation the maximum interest rate

that may be imposed during the term of
the obligation 59 when:

(a) In the case of closed-end credit,
the annual percentage rate may increase
after consummation, or

(b) In the case of open-end credit, the
annual percentage rate may increase
during the plan.

m 19. A new subpart G consisting of
§§226.51 through 226.58 is added to
read as follows:

Subpart G—Special Rules Applicable to
Credit Card Accounts and Open-End Credit
Offered to College Students

Sec.
226.51
226.52

Ability to pay.

Limitations on fees.

226.53 Allocation of payments.

226.54 Limitations on the imposition of
finance charges.

226.55 Limitations on increasing annual
percentage rates, fees, and charges.

226.56 Requirements for over-the-limit
transactions.

226.57 Reporting and marketing rules for
college student open-end credit.

226.58 Internet posting of credit card
agreements.

Subpart G—Special Rules Applicable
to Credit Card Accounts and Open-End
Credit Offered to College Students

§226.51 Ability to Pay.

(a) General rule. (1)(i) Consideration
of ability to pay. A card issuer must not
open a credit card account for a
consumer under an open-end (not
home-secured) consumer credit plan, or
increase any credit limit applicable to
such account, 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.

(i1) Reasonable policies and
procedures. Card issuers must establish
and maintain 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: The ratio of debt
obligations to income; the ratio of debt
obligations to assets; or the income the
consumer will have after paying debt
obligations. It would be unreasonable
for a card issuer to not review any
information about a consumer’s income,
assets, or current obligations, or to issue
a credit card to a consumer who does
not have any income or assets.

(2) Minimum periodic payments. (i)
Reasonable method. For purposes of

50 [Reserved].

paragraph (a)(1) of this section, a card
issuer must use a reasonable method for
estimating the minimum periodic
payments the consumer would be
required to pay under the terms of the
account.

(ii) Safe harbor. A card issuer
complies with paragraph (a)(2)(i) of this
section if it estimates required
minimum periodic payments using the
following method:

(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:

(1) 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 a Ipplies to purchases; and

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

(b) Rules affecting young consumers.
(1) Applications from young consumers.
A card issuer may not open a credit card
account under an open-end (not home-
secured) consumer credit plan for a
consumer less than 21 years old, unless
the consumer has submitted a written
application and the card issuer has:

(i) Financial information indicating
the consumer has an independent
ability to make the required minimum
periodic payments on the proposed
extension of credit in connection with
the account, consistent with paragraph
(a) of this section; or

(ii)(A) A signed agreement of a
cosigner, guarantor, or joint applicant
who is at least 21 years old to be either
secondarily liable for any debt on the
account incurred by the consumer
before the consumer has attained the age
of 21 or jointly liable with the consumer
for any debt on the account, and

(B) Financial information indicating
such cosigner, guarantor, or joint
applicant has the ability to make the
required minimum periodic payments
on such debts, consistent with
paragraph (a) of this section.

(2) Credit line increases for young
consumers. If a credit card account has
been opened pursuant to paragraph
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(b)(1)(ii) of this section, no increase in
the credit limit may be made on such
account before the consumer attains the
age of 21 unless the cosigner, guarantor,
or joint accountholder who assumed
liability at account opening agrees in
writing to assume liability on the
increase.

§226.52 Limitations on fees.

(a) Limitations during first year after
account opening. (1) General rule.
Except as provided in paragraph (a)(2)
of this section, if a card issuer charges
any fees to a credit card account under
an open-end (not home-secured)
consumer credit plan during the first
year after the account is opened, the
total amount of fees the consumer is
required to pay with respect to the
account during that year must not
exceed 25 percent of the credit limit in
effect when the account is opened.

(2) Fees not subject to limitations.
Paragraph (a) of this section does not
apply to:

(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.

(3) Rule of construction. This
paragraph (a) does not authorize the
imposition or payment of fees or charges
otherwise prohibited by law.

(b) [Reserved].

§226.53 Allocation of payments.

(a) General rule. Except as provided in
paragraph (b) of this section, when a
consumer makes a payment in excess of
the required minimum periodic
payment for a credit card account under
an open-end (not home-secured)
consumer credit plan, the card issuer
must allocate the excess amount first to
the balance with the highest annual
percentage rate and any remaining
portion to the other balances in
descending order based on the
applicable annual percentage rate.

(b) Special rule for accounts with
balances subject to deferred interest or
similar programs. When a balance on a
credit card account under an open-end
(not home-secured) consumer credit
plan is subject to a deferred interest or
similar program that provides that a
consumer will not be obligated to pay
interest that accrues on the balance if
the balance is paid in full prior to the
expiration of a specified period of time:

(1) Last two billing cycles. The card
issuer must allocate any amount paid by
the consumer in excess of the required
minimum periodic payment consistent
with paragraph (a) of this section,
except that, during the two billing
cycles immediately preceding

expiration of the specified period, the
excess amount must be allocated first to
the balance subject to the deferred
interest or similar program and any
remaining portion allocated to any other
balances consistent with paragraph (a)
of this section; or

(2) Consumer request. The card issuer
may at its option allocate any amount
paid by the consumer in excess of the
required minimum periodic payment
among the balances on the account in
the manner requested by the consumer.

§226.54 Limitations on the imposition of
finance charges.

(a) Limitations on imposing finance
charges as a result of the loss of a grace
period. (1) General rule. Except as
provided in paragraph (b) of this
section, a card issuer must not impose
finance charges as a result of the loss of
a grace period on a credit card account
under an open-end (not home-secured)
consumer credit plan if those finance
charges are based on:

(i) Balances for days in billing cycles
that precede the most recent billing
cycle; or

(ii) Any portion of a balance subject
to a grace period that was repaid prior
to the expiration of the grace period.

(2) Definition of grace period. For
purposes of paragraph (a)(1) of this
section, “grace period” has the same
meaning as in § 226.5(b)(2)(ii)(B)(3).

(b) Exceptions. Paragraph (a) of this
section does not apply to:

(1) Adjustments to finance charges as
a result of the resolution of a dispute
under § 226.12 or § 226.13; or

(2) Adjustments to finance charges as
a result of the return of a payment.

§226.55 Limitations on increasing annual
percentage rates, fees, and charges.

(a) General rule. Except as provided in
paragraph (b) of this section, a card
issuer must not increase an annual
percentage rate or a fee or charge
required to be disclosed under
§ 226.6(b)(2)(ii), (b)(2)(iii), or (b)(2)(xii)
on a credit card account under an open-
end (not home-secured) consumer credit
plan.

(b) Exceptions. A card issuer may
increase an annual percentage rate or a
fee or charge required to be disclosed
under § 226.6(b)(2)(ii), (b)(2)(iii), or
(b)(2)(xii) pursuant to an exception set
forth in this paragraph even if that
increase would not be permitted under
a different exception.

(1) Temporary rate exception. A card
issuer may increase an annual
percentage rate upon the expiration of a
specified period of six months or longer,
provided that:

(i) Prior to the commencement of that
period, the card issuer disclosed in

writing to the consumer, in a clear and
conspicuous manner, the length of the
period and the annual percentage rate
that would apply after expiration of the
period; and

(ii) Upon expiration of the specified
period:

(A) The card issuer must not apply an
annual percentage rate to transactions
that occurred prior to the period that
exceeds the annual percentage rate that
applied to those transactions prior to the

eriod;

(B) If the disclosures required by
paragraph (b)(1)(i) of this section are
provided pursuant to § 226.9(c), the card
issuer must not apply an annual
percentage rate to transactions that
occurred within 14 days after provision
of the notice that exceeds the annual
percentage rate that applied to that
category of transactions prior to
provision of the notice; and

(C) The card issuer must not apply an
annual percentage rate to transactions
that occurred during the period that
exceeds the increased annual percentage
rate disclosed pursuant to paragraph
(b)(1)(1) of this section.

(2) Variable rate exception. A card
issuer may increase an annual
percentage rate when:

(i) The annual percentage rate varies
according to an index that is not under
the card issuer’s control and is available
to the general public; and

(ii) The increase in the annual
percentage rate is due to an increase in
the index.

(3) Advance notice exception. A card
issuer may increase an annual
percentage rate or a fee or charge
required to be disclosed under
§ 226.6(b)(2)(ii), (b)(2)(iii), or (b)(2)(xii)
after complying with the applicable
notice requirements in § 226.9(b), (c), or
(g), provided that:

(i) If a card issuer discloses an
increased annual percentage rate, fee, or
charge pursuant to § 226.9(b), the card
issuer must not apply that rate, fee, or
charge to transactions that occurred
prior to provision of the notice;

(ii) If a card issuer discloses an
increased annual percentage rate, fee, or
charge pursuant to § 226.9(c) or (g), the
card issuer must not apply that rate, fee,
or charge to transactions that occurred
prior to or within 14 days after
provision of the notice; and

(iii) This exception does not permit a
card issuer to increase an annual
percentage rate or a fee or charge
required to be disclosed under
§ 226.6(b)(2)(ii), (b)(2)(iii), or (b)(2)(xii)
during the first year after the account is
opened.

(4) Delinquency exception. A card
issuer may increase an annual
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percentage rate or a fee or charge
required to be disclosed under

§ 226.6(b)(2)(ii), (b)(2)(iii), or (b)(2)(xii)
due to the card issuer not receiving the
consumer’s required minimum periodic
payment within 60 days after the due
date for that payment, provided that:

(i) The card issuer must disclose in a
clear and conspicuous manner in the
notice of the increase pursuant to
§226.9(c) or (g):

(A) A statement of the reason for the
increase; and

(B) That the increased annual
percentage rate, fee, or charge will cease
to apply 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; and

(i) 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
any annual percentage rate, fee, or
charge increased pursuant to this
exception to the annual percentage rate,
fee, or charge that applied prior to the
increase with respect to transactions
that occurred prior to or within 14 days
after provision of the §226.9(c) or (g)
notice.

(5) Workout and temporary hardship
arrangement exception. A card issuer
may increase an annual percentage rate
or a fee or charge required to be
disclosed under § 226.6(b)(2)(ii),
(b)(2)(ii1), or (b)(2)(xii) due to the
consumer’s completion of a workout or
temporary hardship arrangement or the
consumer’s failure to comply with the
terms of such an arrangement, provided
that:

(i) Prior to commencement of the
arrangement (except as provided in
§226.9(c)(2)(v)(D)), the card issuer has
provided the consumer with a clear and
conspicuous written disclosure of the
terms of the arrangement (including any
increases due to the completion or
failure of the arrangement); and

(ii) Upon the completion or failure of
the arrangement, the card issuer must
not apply to any transactions that
occurred prior to commencement of the
arrangement an annual percentage rate,
fee, or charge that exceeds the annual
percentage rate, fee, or charge that
applied to those transactions prior to
commencement of the arrangement.

(6) Servicemembers Civil Relief Act
exception. If an annual percentage rate
has been decreased pursuant to 50
U.S.C. app. 527, a card issuer may
increase that annual percentage rate
once 50 U.S.C. app. 527 no longer

applies, provided that the card issuer
must not apply to any transactions that
occurred prior to the decrease an annual
percentage rate that exceeds the annual
percentage rate that applied to those
transactions prior to the decrease.

(c) Treatment of protected balances.
(1) Definition of protected balance. For
purposes of this paragraph, “protected
balance” means the amount owed for a
category of transactions to which an
increased annual percentage rate or an
increased fee or charge required to be
disclosed under § 226.6(b)(2)(ii),
(b)(2)(iii), or (b)(2)(xii) cannot be
applied after the annual percentage rate,
fee, or charge for that category of
transactions has been increased
pursuant to paragraph (b)(3) of this
section.

(2) Repayment of protected balance.
The card issuer must not require
repayment of the protected balance
using a method that is less beneficial to
the consumer than one of the following
methods:

(i) The method of repayment for the
account before the effective date of the
increase;

(ii) An amortization period of not less
than five years, beginning no earlier
than the effective date of the increase;
or

(iii) 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.

(d) Continuing application. This
section continues to apply to a balance
on a credit card account under an open-
end (not home-secured) consumer credit
plan after:

(1) The account is closed or acquired
by another creditor; or

(2) The balance is transferred from a
credit card account under an open-end
(not home-secured) consumer credit
plan issued by a creditor to another
credit account issued by the same
creditor or its affiliate or subsidiary
(unless the account to which the
balance is transferred is subject to
§226.5b).

§226.56 Requirements for over-the-limit
transactions.

(a) Definition. For purposes of this
section, the term “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.

(b) Opt-in requirement. (1) General. A
card issuer shall not assess a fee or
charge on a consumer’s credit card
account under an open-end (not home-
secured) consumer credit plan for an

over-the-limit transaction unless the
card issuer:

(i) Provides the consumer with an
oral, written or electronic notice,
segregated from all other information,
describing the consumer’s right to
affirmatively consent, or opt in, to the
card issuer’s payment of an over-the-
limit transaction;

(ii) Provides a reasonable opportunity
for the consumer to affirmatively
consent, or opt in, to the card issuer’s
payment of over-the-limit transactions;

(ii1) Obtains the consumer’s
affirmative consent, or opt-in, to the
card issuer’s payment of such
transactions;

(iv) Provides the consumer with
confirmation of the consumer’s consent
in writing, or if the consumer agrees,
electronically; and

(v) Provides the consumer notice in
writing of the right to revoke that
consent following the assessment of an
over-the-limit fee or charge.

(2) Completion of over-the-limit
transactions without consumer consent.
Notwithstanding the absence of a
consumer’s affirmative consent under
paragraph (b)(1)(iii) of this section, a
card issuer may pay any over-the-limit
transaction on a consumer’s account
provided that the card issuer does not
impose any fee or charge on the account
for paying that over-the-limit
transaction.

(c) Method of election. A card issuer
may permit a consumer to consent to
the card issuer’s payment of any over-
the-limit transaction in writing, orally,
or electronically, at the card issuer’s
option. The card issuer must also permit
the consumer to revoke his or her
consent using the same methods
available to the consumer for providing
consent.

(d) Timing and placement of notices.
(1) Initial notice. (i) General. The notice
required by paragraph (b)(1)(i) of this
section shall be provided prior to the
assessment of any over-the-limit fee or
charge on a consumer’s account.

(ii) Oral or electronic consent. If a
consumer consents to the card issuer’s
payment of any over-the-limit
transaction by oral or electronic means,
the card issuer must provide the notice
required by paragraph (b)(1)(i) of this
section immediately prior to obtaining
that consent.

(2) Confirmation of opt-in. The notice
required by paragraph (b)(1)(iv) of this
section may be provided no later than
the first periodic statement sent after the
consumer has consented to the card
issuer’s payment of over-the-limit
transactions.

(3) Notice of right of revocation. The
notice required by paragraph (b)(1)(v) of



Federal Register/Vol. 75, No. 34/Monday, February 22, 2010/Rules and Regulations

7821

this section shall be provided on the
front of any page of each periodic
statement that reflects the assessment of
an over-the-limit fee or charge on a
consumer’s account.

(e) Content. (1) Initial notice. The
notice required by paragraph (b)(1)(i) of
this section shall include all applicable
items in this paragraph (e)(1) and may
not contain any information not
specified in or otherwise permitted by
this paragraph.

(i) Fees. The dollar amount of any fees
or charges assessed by the card issuer on
a consumer’s account for an over-the-
limit transaction;

(ii) APRs. Any increased periodic
rate(s) (expressed as an annual
percentage rate(s)) that may be imposed
on the account as a result of an over-the-
limit transaction; and

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

(2) Subsequent notice. The notice
required by paragraph (b)(1)(v) of this
section shall describe the consumer’s
right to revoke any consent provided
under paragraph (b)(1)(iii) of this
section, including the method(s) by
which the consumer may revoke.

(3) Safe harbor. Use of Model Forms
G-25(A) or G-25(B) of Appendix G to
this part, or substantially similar
notices, constitutes compliance with the
notice content requirements of
paragraph (e) of this section.

(f) Joint relationships. If two or more
consumers are jointly liable on a credit
card account under an open-end (not
home-secured) consumer credit plan,
the card issuer shall treat the affirmative
consent of any of the joint consumers as
affirmative consent for that account.
Similarly, the card issuer shall treat a
revocation of consent by any of the joint
consumers as revocation of consent for
that account.

(g) Continuing right to opt in or revoke
opt-in. A consumer may affirmatively
consent to the card issuer’s payment of
over-the-limit transactions at any time
in the manner described in the notice
required by paragraph (b)(1)(i) of this
section. Similarly, the consumer may
revoke the consent at any time in the
manner described in the notice required
by paragraph (b)(1)(v) of this section.

(h) Duration of opt-in. A consumer’s
affirmative consent to the card issuer’s
payment of over-the-limit transactions is
effective until revoked by the consumer,
or until the card issuer decides for any
reason to cease paying over-the-limit
transactions for the consumer.

(i) Time to comply with revocation
request. A card issuer must comply with
a consumer’s revocation request as soon
as reasonably practicable after the card
issuer receives it.

(j) Prohibited practices.
Notwithstanding a consumer’s
affirmative consent to a card issuer’s
payment of over-the-limit transactions, a
card issuer is prohibited from engaging
in the following practices:

(1) Fees or charges imposed per cycle.
(i) General rule. A card issuer may not
impose more than one over-the-limit fee
or charge on a consumer’s credit card
account per billing cycle, and, in any
event, only if the credit limit was
exceeded during the billing cycle. In
addition, except as provided in
paragraph (j)(1)(ii) of this section, a card
issuer may not impose an over-the-limit
fee or charge on the consumer’s credit
card account for more than three billing
cycles for the same over-the-limit
transaction 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.

(ii) Exception. The prohibition in
paragraph (j)(1)(i) of this section 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.

(2) Failure to promptly replenish. A
card issuer may not impose an over-the-
limit fee or charge solely because of the
card issuer’s failure to promptly
replenish the consumer’s available
credit following the crediting of the
consumer’s payment under § 226.10.

(3) Conditioning. A card issuer may
not condition the amount of a
consumer’s credit limit on the consumer
affirmatively consenting to the card
issuer’s payment of over-the-limit
transactions if the card issuer assesses a
fee or charge for such service.

(4) Over-the-limit fees attributed to
fees or interest. A card issuer may not
impose an over-the-limit fee or charge
for a billing cycle if a consumer exceeds
a credit limit solely because of fees or
interest charged by the card issuer to the
consumer’s account during that billing
cycle. For purposes of this paragraph
(j)(4), the relevant fees or interest
charges are charges imposed as part of
the plan under § 226.6(b)(3).

§226.57 Reporting and marketing rules for
college student open-end credit.

(a) Definitions:

(1) College student credit card. The
term “college student credit card” as
used in this section means a credit card
issued under a credit card account

under an open-end (not home-secured)
consumer credit plan to any college
student.

(2) College student. The term “college
student” as used in this section means
a consumer who is a full-time or part-
time student of an institution of higher
education.

(3) Institution of higher education.
The term “institution of higher
education” as used in this section has
the same meaning as in sections 101 and
102 of the Higher Education Act of 1965
(20 U.S.C. 1001 and 1002).

(4) Affiliated organization. The term
“affiliated organization” as used in this
section means an alumni organization or
foundation affiliated with or related to
an institution of higher education.

(5) College credit card agreement. The
term “college credit card agreement” as
used in this section 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.

(b) Public disclosure of agreements.
An institution of higher education shall
publicly disclose any contract or other
agreement made with a card issuer or
creditor for the purpose of marketing a
credit card.

(c) Prohibited inducements. No card
issuer or creditor may offer a college
student any tangible item to induce
such student to apply for or open an
open-end consumer credit plan offered
by such card issuer or creditor, if such
offer is made:

(1) On the campus of an institution of
higher education;

(2) Near the campus of an institution
of higher education; or

(3) At an event sponsored by or
related to an institution of higher
education.

(d) Annual report to the Board. (1)
Requirement to report. 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 Board an annual report regarding
those agreements in the form and
manner prescribed by the Board.

(2) Contents of report. The annual
report to the Board must include the
following:

(i) 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);

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

(iv) 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;

(v) The total number of credit card
accounts opened pursuant to any
college credit card agreement during the

eriod covered by the report; and

(vi) 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.

(3) Timing of reports. Except for the
initial report described in this
§226.57(d)(3), a card issuer must submit
its annual report for each calendar year
to the Board by the first business day on
or after March 31 of the following
calendar year. Card issuers must submit
the first report following the effective
date of this section, providing
information for the 2009 calendar year,
to the Board by February 22, 2010.

§226.58 Internet posting of credit card
agreements.

(a) Applicability. The requirements of
this section apply to any card issuer that
issues credit cards under a credit card
account under an open-end (not home-
secured) consumer credit plan.

(b) Definitions. (1) Agreement. For
purposes of this section, “agreement” or
“credit card agreement” means the
written document or documents
evidencing the terms of the legal
obligation, or the prospective legal
obligation, between a card issuer and a
consumer for a credit card account
under an open-end (not home-secured)
consumer credit plan. “Agreement” or
“credit card agreement” also includes
the pricing information, as defined in
§226.58(b)(6).

(2) Amends. For purposes of this
section, an issuer “amends” an
agreement if it makes a substantive
change (an “amendment”) to the
agreement. A change is substantive if it
alters the rights or obligations of the
card issuer or the consumer under the
agreement. Any change in the pricing
information, as defined in

§226.58(b)(6), is deemed to be
substantive.

(3) Business day. For purposes of this
section, “business day” means a day on
which the creditor’s offices are open to
the public for carrying on substantially
all of its business functions.

(4) Offers. For purposes of this
section, an issuer “offers” or “offers to
the public” an agreement if the issuer is
soliciting or accepting applications for
accounts that would be subject to that
agreement.

(5) Open account. For purposes of this
section, an account is an “open account”
or “open credit card account” if it is a
credit card account under an open-end
(not home-secured) consumer credit
plan and either:

(i) The cardholder can obtain
extensions of credit on the account; or

(ii) There is an outstanding balance on
the account that has not been charged
off. An account that has been suspended
temporarily (for example, due to a
report by the cardholder of
unauthorized use of the card) is
considered an “open account” or “open
credit card account.”

(6) Pricing information. For purposes
of this section, “pricing information”
means the information listed in
§226.6(b)(2)(i) through (b)(2)(xii) and
(b)(4). Pricing information does not
include temporary or promotional rates
and terms or rates and terms that apply
only to protected balances.

(7) Private label credit card account
and private label credit card plan. For
purposes of this section:

(i) “private label credit card account”
means a credit card account under an
open-end (not home-secured) consumer
credit plan with a credit card that can
be used to make purchases only at a
single merchant or an affiliated group of
merchants; and

(ii) “private label credit card plan”
means all of the private label credit card
accounts issued by a particular issuer
with credit cards usable at the same
single merchant or affiliated group of
merchants.

(c) Submission of agreements to
Board. (1) Quarterly submissions. A
card issuer must make quarterly
submissions to the Board, in the form
and manner specified by the Board, that
contain:

(i) 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);

(ii) 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 Board;

(iii) Any credit card agreement
previously submitted to the Board that
was amended during the preceding
calendar quarter, as described in
§226.58(c)(3); and

(iv) Notification regarding any credit
card agreement previously submitted to
the Board that the issuer is
withdrawing, as described in
§226.58(c)(4) and (c)(5).

(2) Timing of first two submissions.
The first submission following the
effective date of this section must be
sent to the Board no later than February
22,2010, and must contain the credit
card agreements that the card issuer
offered to the public as of December 31,
2009. The next submission must be sent
to the Board no later than August 2,
2010, and must contain:

(i) Any credit card agreement that the
card issuer offered to the public as of
June 30, 2010, that the card issuer has
not previously submitted to the Board;

(ii) Any credit card agreement
previously submitted to the Board that
was amended after December 31, 2009,
and on or before June 30, 2010, as
described in § 226.58(c)(3); and

(iii) Notification regarding any credit
card agreement previously submitted to
the Board that the issuer is withdrawing
as of June 30, 2010, as described in
§226.58(c)(4) and (c)(5).

(3) Amended agreements. If a credit
card agreement has been submitted to
the Board, 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. If a credit card
agreement that previously has been
submitted to the Board is amended, the
card issuer must submit the entire
amended agreement to the Board, in the
form and manner specified by the
Board, by the first quarterly submission
deadline after the last day of the
calendar quarter in which the change
became effective.

(4) Withdrawal of agreements. If a
card issuer no longer offers to the public
a credit card agreement that previously
has been submitted to the Board, the
card issuer must notify the Board, in the
form and manner specified by the
Board, by the first quarterly submission
deadline after the last day of the
calendar quarter in which the issuer
ceased to offer the agreement.

(5) De minimis exception. (i) A card
issuer is not required to submit any
credit card agreements to the Board if
the card issuer had fewer than 10,000
open credit card accounts as of the last
business day of the calendar quarter.
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(ii) If an issuer that previously
qualified for the de minimis exception
ceases to qualify, the card issuer must
begin making quarterly submissions to
the Board no later than the first
quarterly submission deadline after the
date as of which the issuer ceased to
qualify.

(iii1) If a card issuer that did not
previously qualify for the de minimis
exception qualifies for the de minimis
exception, the card issuer must continue
to make quarterly submissions to the
Board until the issuer notifies the Board
that the card issuer is withdrawing all
agreements it previously submitted to
the Board.

(6) Private label credit card exception.
(i) A card issuer is not required to
submit to the Board a credit card
agreement if, as of the last business day
of the calendar quarter, the agreement:

(A) is offered for accounts under one
or more private label credit card plans
each of which has fewer than 10,000
open accounts; and

(B) is not offered to the public other
than for accounts under such a plan.

(ii) If an agreement that previously
qualified for the private label credit card
exception ceases to qualify, the card
issuer must submit the agreement to the
Board no later than the first quarterly
submission deadline after the date as of
which the agreement ceased to qualify.

(iii) If an agreement that did not
previously qualify for the private label
credit card exception qualifies for the
exception, the card issuer must continue
to make quarterly submissions to the
Board with respect to that agreement
until the issuer notifies the Board that
the agreement is being withdrawn.

(7) Product testing exception. (i) A
card issuer is not required to submit to
the Board a credit card agreement if, as
of the last business day of the calendar
quarter, the agreement:

(A) is offered as part of a product test
offered to only a limited group of
consumers for a limited period of time;

(B) is used for fewer than 10,000 open
accounts; and

(C) is not offered to the public other
than in connection with such a product
test.

(ii) If an agreement that previously
qualified for the product testing
exception ceases to qualify, the card
issuer must submit the agreement to the
Board no later than the first quarterly
submission deadline after the date as of
which the agreement ceased to qualify.

(iii) If an agreement that did not
previously qualify for the product
testing exception qualifies for the
exception, the card issuer must continue
to make quarterly submissions to the
Board with respect to that agreement

until the issuer notifies the Board that
the agreement is being withdrawn.

(8) Form and content of agreements
submitted to the Board. (i) Form and
content generally. (A) Each agreement
must contain the provisions of the
agreement and the pricing information
in effect as of the last business day of
the preceding calendar quarter.

(B) Agreements must not include any
personally identifiable information
relating to any cardholder, such as
name, address, telephone number, or
account number.

(C) The following are not deemed to
be part of the agreement for purposes of
§226.58, and therefore are not required
to be included in submissions to the
Board:

(1) disclosures required by state or
federal law, such as affiliate marketing
notices, privacy policies, or disclosures
under the E-Sign Act;

(2) solicitation materials;

(3) periodic statements;

(4) ancillary agreements between the
issuer and the consumer, such as debt
cancellation contracts or debt
suspension agreements;

(5) offers for credit insurance or other
optional products and other similar
advertisements; and

(6) documents that may be sent to the
consumer along with the credit card or
credit card agreement such as a cover
letter, a validation sticker on the card,

or other information about card security.

(D) Agreements must be presented in
a clear and legible font.

(ii) Pricing information. (A) Pricing
information must be set forth in a single
addendum to the agreement that
contains only the pricing information.

(B) Pricing information that may vary
from one cardholder to another
depending on the cardholder’s
creditworthiness or state of residence or
other factors must be 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).

(C) If a rate included in the pricing
information is a variable rate, the issuer
must identify the index or formula used
in setting the rate and the margin. Rates
that may vary from one cardholder to
another must be disclosed 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). The value of
the rate and the value of the index are
not required to be disclosed.

(iii) Optional variable terms
addendum. Provisions of the agreement

other than the pricing information that
may vary from one cardholder to
another depending on the cardholder’s
creditworthiness or state of residence or
other factors may be set forth in a single
addendum to the agreement separate
from the pricing information addendum.

(iv) Integrated agreement. Issuers may
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). Changes in provisions or
pricing information must be integrated
into the text of the agreement, the
pricing information addendum or the
optional variable terms addendum, as
appropriate.

(d) Posting of agreements offered to
the public. (1) Except as provided
below, a card issuer must post and
maintain on its publicly available Web
site the credit card agreements that the
issuer is required to submit to the Board
under § 226.58(c). With respect to an
agreement offered solely for accounts
under one or more private label credit
card plans, an issuer may fulfill this
requirement by posting and maintaining
the agreement in accordance with the
requirements of this section on the
publicly available Web site of at least
one of the merchants at which credit
cards issued under each private label
credit card plan with 10,000 or more
open accounts may be used.

(2) Except as provided in § 226.58(d),
agreements posted pursuant to
§ 226.58(d) must conform to the form
and content requirements for
agreements submitted to the Board
specified in § 226.58(c)(8).

(3) Agreements posted pursuant to
§ 226.58(d) may be posted in any
electronic format that is readily usable
by the general public. Agreements must
be placed in a location that is prominent
and readily accessible by the public and
must be accessible without submission
of personally identifiable information.

(4) The card issuer must update the
agreements posted on its Web site
pursuant to § 226.58(d) at least as
frequently as the quarterly schedule
required for submission of agreements
to the Board under § 226.58(c). If the
issuer chooses to update the agreements
on its Web site more frequently, the
agreements posted on the issuer’s Web
site 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.

(e) Agreements for all open accounts.
(1) Availability of individual
cardholder’s agreement. With respect to
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any open credit card account, a card
issuer must either:

(i) Post and maintain the cardholder’s
agreement on its Web site; or

(ii) Promptly provide a copy of the
cardholder’s agreement to the
cardholder upon the cardholder’s
request. If the card issuer makes an
agreement available upon request, the
issuer must provide the cardholder with
the ability to request a copy of the
agreement both by using the issuer’s
Web site (such as by clicking on a
clearly identified box to make the
request) and by calling a readily
available telephone line the number for
which is displayed on the issuer’s Web
site and clearly identified as to purpose.
The card issuer must send 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.

(2) Special rule for issuers without
interactive Web sites. An issuer that
does not maintain a Web site from
which cardholders can access specific
information about their individual
accounts, instead of complying with
§ 226.58(e)(1), may make 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 displayed on the
issuer’s Web site and clearly identified
as to purpose or included on each
periodic statement sent to the
cardholder and clearly identified as to
purpose. The issuer must send 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.

(3) Form and content of agreements.
(i) Except as provided in § 226.58(e),
agreements posted on the card issuer’s
Web site pursuant to § 226.58(e)(1)(i) or
made available upon the cardholder’s
request pursuant to § 226.58(e)(1)(ii) or
(e)(2) must conform to the form and
content requirements for agreements
submitted to the Board specified in
§226.58(c)(8).

(ii) If the card issuer posts an
agreement on its Web site or otherwise
provides an agreement to a cardholder
electronically under § 226.58(e), the
agreement may be posted or provided in
any electronic format that is readily
usable by the general public and must
be placed in a location that is prominent
and readily accessible to the cardholder.

(iii) Agreements posted or otherwise
provided pursuant to § 226.58(e) may

contain personally identifiable
information relating to the cardholder,
such as name, address, telephone
number, or account number, provided
that the issuer takes appropriate
measures to make the agreement
accessible only to the cardholder or
other authorized persons.

(iv) Agreements posted or otherwise
provided pursuant to § 226.58(e) must
set forth the specific provisions and
pricing information applicable to the
particular cardholder. Provisions and
pricing information must be complete
and accurate as of a date no more than
60 days prior to: (1) the date on which
the agreement is posted on the card
issuer’s Web site under § 226.58(e)(1)(i);
or (2) the date the cardholder’s request
is received under § 226.58(e)(1)(ii) or
(e)(2).

(v) Agreements provided upon
cardholder request pursuant to
§226.58(e)(1)(ii) or (e)(2) may be
provided by the issuer in either
electronic or paper form, regardless of
the form of the cardholder’s request.

(f) E-Sign Act requirements. Card
issuers may provide credit card
agreements in electronic form under
§226.58(d) and (e) without regard to the
consumer notice and consent
requirements of section 101(c) of the
Electronic Signatures in Global and
National Commerce Act (E-Sign Act) (15
U.S.C. 7001 et seq.).

m 20. Appendix E to part 226 is revised
to read as follows:

Appendix E to Part 226—Rules for Card
Issuers That Bill on a Transaction-by-
Transaction Basis

The following provisions of Subpart B
apply if credit cards are issued and the card
issuer and the seller are the same or related
persons; no finance charge is imposed;
consumers are billed in full for each use of
the card on a transaction-by-transaction
basis, by means of an invoice or other
statement reflecting each use of the card; and
no cumulative account is maintained which
reflects the transactions by each consumer
during a period of time, such as a month. The
term “related person” refers to, for example,
a franchised or licensed seller of a creditor’s
product or service or a seller who assigns or
sells sales accounts to a creditor or arranges
for credit under a plan that allows the
consumer to use the credit only in
transactions with that seller. A seller is not
related to the creditor merely because the
seller and the creditor have an agreement
authorizing the seller to honor the creditor’s
credit card.

1. Section 226.6(a)(5) or § 226.6(b)(5)(iii).

2. Section 226.6(a)(2) or § 226.6(b)(3)(ii)(B),
as applicable. The disclosure required by
§226.6(a)(2) or § 226.6(b)(3)(ii)(B) shall be
limited to those charges that are or may be
imposed as a result of the deferral of payment
by use of the card, such as late payment or

delinquency charges. A tabular format is not
required.

3. Section 226.6(a)(4) or § 226.6(b)(5)(ii).

4. Section 226.7(a)(2) or § 226.7(b)(2), as
applicable; § 226.7(a)(9) or § 226.7(b)(9), as
applicable. Creditors may comply by placing
the required disclosures on the invoice or
statement sent to the consumer for each
transaction.

5. Section 226.9(a). Creditors may comply
by mailing or delivering the statement
required by § 226.6(a)(5) or § 226.6(b)(5)(iii)
(see appendix G—3 and G—3(A) to this part)
to each consumer receiving a transaction
invoice during a one-month period chosen by
the card issuer or by sending either the
statement prescribed by § 226.6(a)(5) or
§ 226.6(b)(5)(iii), or an alternative billing
error rights statement substantially similar to
that in appendix G—4 and G—4(A) to this part,
with each invoice sent to a consumer.

6. Section 226.9(c). A tabular format is not
required.

7. Section 226.10.

8. Section 226.11(a). This section applies
when a card issuer receives a payment or
other credit that exceeds by more than $1 the
amount due, as shown on the transaction
invoice. The requirement to credit amounts
to an account may be complied with by other
reasonable means, such as by a credit
memorandum. Since no periodic statement is
provided, a notice of the credit balance shall
be sent to the consumer within a reasonable
period of time following its occurrence
unless a refund of the credit balance is
mailed or delivered to the consumer within
seven business days of its receipt by the card
issuer.

9. Section 226.12 including § 226.12(c) and
(d), as applicable. Section 226.12(e) is
inapplicable.

10. Section 226.13, as applicable. All
references to “periodic statement” shall be
read to indicate the invoice or other
statement for the relevant transaction. All
actions with regard to correcting and
adjusting a consumer’s account may be taken
by issuing a refund or a new invoice, or by
other appropriate means consistent with the
purposes of the section.

11. Section 226.15, as applicable.

m 21. Appendix F to part 226 is revised
to read as follows:

Appendix F to Part 226—OQOptional
Annual Percentage Rate Computations
for Creditors Offering Open-End Plans
Subject to the Requirements of § 226.5b

In determining the denominator of the
fraction under § 226.14(c)(3), no amount will
be used more than once when adding the
sum of the balances * subject to periodic rates
to the sum of the amounts subject to specific
transaction charges. (Where a portion of the
finance charge is determined by application
of one or more daily periodic rates, the
phrase “sum of the balances” shall also mean
the “average of daily balances.”) In every
case, the full amount of transactions subject
to specific transaction charges shall be
included in the denominator. Other balances
or parts of balances shall be included

1[Reserved].
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according to the manner of determining the
balance subject to a periodic rate, as
illustrated in the following examples of
accounts on monthly billing cycles:

1. Previous balance—none.

A specific transaction of $100 occurs on
the first day of the billing cycle. The average
daily balance is $100. A specific transaction
charge of 3 percent is applicable to the
specific transaction. The periodic rate is 1v2
percent applicable to the average daily
balance. The numerator is the amount of the
finance charge, which is $4.50. The
denominator is the amount of the transaction
(which is $100), plus the amount by which
the balance subject to the periodic rate
exceeds the amount of the specific
transactions (such excess in this case is 0),
totaling $100.

The annual percentage rate is the quotient
(which is 472 percent) multiplied by 12 (the
number of months in a year), i.e., 54 percent.

2. Previous balance—$100.

A specific transaction of $100 occurs at the
midpoint of the billing cycle. The average
daily balance is $150. A specific transaction
charge of 3 percent is applicable to the
specific transaction. The periodic rate is 12
percent applicable to the average daily
balance. The numerator is the amount of the
finance charge which is $5.25. The
denominator is the amount of the transaction
(which is $100), plus the amount by which
the balance subject to the periodic rate
exceeds the amount of the specific
transaction (such excess in this case is $50),
totaling $150. As explained in example 1, the
annual percentage rate is 3%z percent X 12 =
42 percent.

3. If, in example 2, the periodic rate applies
only to the previous balance, the numerator
is $4.50 and the denominator is $200 (the
amount of the transaction, $100, plus the
balance subject only to the periodic rate, the
$100 previous balance). As explained in
example 1, the annual percentage rate is 2Va
percent X 12 = 27 percent.

4.1If, in example 2, the periodic rate applies
only to an adjusted balance (previous balance
less payments and credits) and the consumer
made a payment of $50 at the midpoint of the
billing cycle, the numerator is $3.75 and the
denominator is $150 (the amount of the
transaction, $100, plus the balance subject to
the periodic rate, the $50 adjusted balance).
As explained in example 1, the annual
percentage rate is 272 percent X 12 = 30
percent.

5. Previous balance—$100.

A specific transaction (check) of $100
occurs at the midpoint of the billing cycle.
The average daily balance is $150. The
specific transaction charge is $.25 per check.
The periodic rate is 1%/ percent applied to
the average daily balance. The numerator is
the amount of the finance charge, which is
$2.50 and includes the $.25 check charge and
the $2.25 resulting from the application of
the periodic rate. The denominator is the full
amount of the specific transaction (which is
$100) plus the amount by which the average
daily balance exceeds the amount of the
specific transaction (which in this case is
$50), totaling $150. As explained in example
1, the annual percentage rate would be 124
percent X 12 = 20 percent.

6. Previous balance—none.

A specific transaction of $100 occurs at the
midpoint of the billing cycle. The average
daily balance is $50. The specific transaction
charge is 3 percent of the transaction amount
or $3.00. The periodic rate is 172 percent per
month applied to the average daily balance.
The numerator is the amount of the finance
charge, which is $3.75, including the $3.00
transaction charge and $.75 resulting from
application of the periodic rate. The
denominator is the full amount of the
specific transaction ($100) plus the amount
by which the balance subject to the periodic
rate exceeds the amount of the transaction
($0). Where the specific transaction amount
exceeds the balance subject to the periodic
rate, the resulting number is considered to be
zero rather than a negative number ($50 —
$100 = — $50). The denominator, in this case,
is $100. As explained in example 1, the
annual percentage rate is 334 percent x 12 =
45 percent.

m 22. Appendix G to part 226 is
amended by:

m A. Revising the table of contents at the
beginning of the appendix;

m B. Revising Forms G-1, G-2, G-3, G—
4, G-10(A), G-10(B), G-10(C), G-11,
and G-13(A) and (B);

m D. Adding new Forms G-1(A), G-
2(A), G=3(A), G-4(A), G-10(D) and (E),
G-16(A) and (B), G-17(A) through (D),
G-18(A) through (D), and G-18(F)
through (H), G-19, G-20, G-21, G-22,
G-23, G-24, G-25(A) and (B) in
numerical order; and

m E. Removing and reserving Form G-
12.

m F. Adding and reserving Form G-
18(E).

Appendix G to Part 226—Open-End
Model Forms and Clauses

G-1 Balance Computation Methods Model
Clauses (Home-equity Plans) (§§226.6
and 226.7)

G-1(A) Balance Computation Methods
Model Clauses (Plans other than Home-
equity Plans) (§§ 226.6 and 226.7)

G-2 Liability for Unauthorized Use Model
Clause (Home-equity Plans) (§ 226.12)

G-2(A) Liability for Unauthorized Use
Model Clause (Plans Other Than Home-
equity Plans) (§226.12)

G-3 Long-Form Billing-Error Rights Model
Form (Home-equity Plans) (§§ 226.6 and
226.9)

G-3(A) Long-Form Billing-Error Rights
Model Form (Plans Other Than Home-
equity Plans) (§§226.6 and 226.9)

G—4 Alternative Billing-Error Rights Model
Form (Home-equity Plans) (§ 226.9)

G—4(A) Alternative Billing-Error Rights
Model Form (Plans Other Than Home-
equity Plans) (§ 226.9)

G-5 Rescission Model Form (When
Opening an Account) (§ 226.15)

G—6 Rescission Model Form (For Each

Transaction) (§ 226.15)

Rescission Model Form (When
Increasing the Credit Limit) (§ 226.15)
G-8 Rescission Model Form (When Adding

a Security Interest) (§ 226.15)

G-7

G—9 Rescission Model Form (When
Increasing the Security) (§ 226.15)

G-10(A) Applications and Solicitations
Model Form (Credit Cards) (§ 226.5a(b))

G-10(B) Applications and Solicitations
Sample (Credit Cards) (§ 226.5a(b))

G-10(C) Applications and Solicitations
Sample (Credit Cards) (§ 226.5a(b))

G-10(D) Applications and Solicitations
Model Form (Charge Cards) (§ 226.5a(b))

G-10(E) Applications and Solicitations
Sample (Charge Cards) (§ 226.5a(b))

G-11 Applications and Solicitations Made
Available to General Public Model
Clauses (§ 226.5a(e))

G-12 Reserved

G-13(A) Change in Insurance Provider
Model Form (Combined Notice)
(§226.9(f))

G-13(B) Change in Insurance Provider
Model Form (§ 226.9(f)(2))

G-14A Home-equity Sample

G-14B Home-equity Sample

G-15 Home-equity Model Clauses

G-16(A) Debt Suspension Model Clause
(§226.4(d)(3))

G-16(B) Debt Suspension Sample
(§226.4(d)(3))

G-17(A) Account-opening Model Form
(§226.6(b)(2))

G-17(B) Account-opening Sample
(§226.6(b)(2))

G-17(C) Account-opening Sample
(§226.6(b)(2))

G-17(D) Account-opening Sample
(§226.6(b)(2))

G-18(A) Transactions; Interest Charges;
Fees Sample (§ 226.7(b))

G-18(B) Late Payment Fee Sample
(§226.7(b))

G-18(C)(1) Minimum Payment Warning
(When Amortization Occurs and the 36-
Month Disclosures Are Required)
(§226.7(b))

G-18(C)(2) Minimum Payment Warning
(When Amortization Occurs and the 36-
Month Disclosures Are Not Required)
(§226.7(b))

G-18(C)(3) Minimum Payment Warning
(When Negative or No Amortization
Occurs) (§226.7(b))

G-18(D) Periodic Statement New Balance,
Due Date, Late Payment and Minimum
Payment Sample (Credit cards)
(§226.7(b))

G-18(E) [Reserved]

G—18(F) Periodic Statement Form

G-18(G) Periodic Statement Form

G-18(H) Deferred Interest Periodic
Statement Clause

G-19 Checks Accessing a Credit Card
Account Sample (§ 226.9(b)(3))

G—20 Change-in-Terms Sample (Increase in
Annual Percentage Rate) (§ 226.9(c)(2))

G—21 Change-in-Terms Sample (Increase in
Fees) (§226.9(c)(2))

G—22 Penalty Rate Increase Sample
(Payment 60 or Fewer Days Late)

(5 226.9(2)(3))

G-23 Penalty Rate Increase Sample
(Payment More Than 60 Days Late)
(§226.9(g)(3))

G—-24 Deferred Interest Offer Clauses
(§226.16(h))

G—25(A) Consent Form for Over-the-Limit
Transactions (§ 226.56)
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G-25(B) Revocation Notice for Periodic
Statement Regarding Over-the-Limit
Transactions (§ 226.56)

G-1—Balance Computation Methods Model
Clauses (Home-Equity Plans)

(a) Adjusted balance method

We figure [a portion of] the finance charge
on your account by applying the periodic rate
to the “adjusted balance” of your account. We
get the “adjusted balance” by taking the
balance you owed at the end of the previous
billing cycle and subtracting [any unpaid
finance charges and] any payments and
credits received during the present billing
cycle.

(b) Previous balance method

We figure [a portion of] the finance charge
on your account by applying the periodic rate
to the amount you owe at the beginning of
each billing cycle [minus any unpaid finance
charges]. We do not subtract any payments or
credits received during the billing cycle. [The
amount of payments and credits to your
account this billing cycle was $ .|

(c) Average daily balance method
(excluding current transactions)

We figure [a portion of] the finance charge
on your account by applying the periodic rate
to the “average daily balance” of your account
(excluding current transactions). To get the
“average daily balance” we take the beginning
balance of your account each day and
subtract any payments or credits [and any
unpaid finance charges]. We do not add in
any new [purchases/advances/loans]. This
gives us the daily balance. Then, we add all
the daily balances for the billing cycle
together and divide the total by the number
of days in the billing cycle. This gives us the
“average daily balance.”

(d) Average daily balance method
(including current transactions)

We figure [a portion of] the finance charge
on your account by applying the periodic rate
to the “average daily balance” of your account
(including current transactions). To get the
“average daily balance” we take the beginning
balance of your account each day, add any
new [purchases/advances/loans], and
subtract any payments or credits, [and
unpaid finance charges]. This gives us the
daily balance. Then, we add up all the daily
balances for the billing cycle and divide the
total by the number of days in the billing
cycle. This gives us the “average daily
balance.”

(e) Ending balance method

We figure [a portion of] the finance charge
on your account by applying the periodic rate
to the amount you owe at the end of each
billing cycle (including new purchases and
deducting payments and credits made during
the billing cycle).

(f) Daily balance method (including current
transactions)

We figure [a portion of] the finance charge
on your account by applying the periodic rate
to the “daily balance” of your account for
each day in the billing cycle. To get the
“daily balance” we take the beginning
balance of your account each day, add any
new [purchases/advances/fees], and subtract
[any unpaid finance charges and] any
payments or credits. This gives us the daily
balance.

G-1(A)—Balance Computation Methods
Model Clauses (Plans Other Than Home-
Equity Plans)

(a) Adjusted balance method

We figure the interest charge on your
account by applying the periodic rate to the
“adjusted balance” of your account. We get
the “adjusted balance” by taking the balance
you owed at the end of the previous billing
cycle and subtracting [any unpaid interest or
other finance charges and] any payments and
credits received during the present billing
cycle.

(b) Previous balance method

We figure the interest charge on your
account by applying the periodic rate to the
amount you owe at the beginning of each
billing cycle. We do not subtract any
payments or credits received during the
billing cycle.

(c) Average daily balance method
(excluding current transactions)

We figure the interest charge on your
account by applying the periodic rate to the
“average daily balance” of your account. To
get the “average daily balance” we take the
beginning balance of your account each day
and subtract [any unpaid interest or other
finance charges and] any payments or credits.
We do not add in any new [purchases/
advances/fees]. This gives us the daily
balance. Then, we add all the daily balances
for the billing cycle together and divide the
total by the number of days in the billing
cycle. This gives us the “average daily
balance.”

(d) Average daily balance method
(including current transactions)

We figure the interest charge on your
account by applying the periodic rate to the
“average daily balance” of your account. To
get the “average daily balance” we take the
beginning balance of your account each day,
add any new [purchases/advances/fees], and
subtract [any unpaid interest or other finance
charges and] any payments or credits. This
gives us the daily balance. Then, we add up
all the daily balances for the billing cycle and
divide the total by the number of days in the
billing cycle. This gives us the “average daily
balance.”

(e) Ending balance method

We figure the interest charge on your
account by applying the periodic rate to the
amount you owe at the end of each billing
cycle (including new [purchases/advances/
fees] and deducting payments and credits
made during the billing cycle).

(f) Daily balance method (including current
transactions)

We figure the interest charge on your
account by applying the periodic rate to the
“daily balance” of your account for each day
in the billing cycle. To get the “daily balance”
we take the beginning balance of your
account each day, add any new [purchases/
advances/fees], and subtract [any unpaid
interest or other finance charges and] any
payments or credits. This gives us the daily
balance.

G-2—Liability for Unauthorized Use Model
Clause (Home-Equity Plans)

You may be liable for the unauthorized use
of your credit card [or other term that
describes the credit card]. You will not be

liable for unauthorized use that occurs after
you notify [name of card issuer or its
designee] at [address], orally or in writing, of
the loss, theft, or possible unauthorized use.
[You may also contact us on the Web:
[Creditor Web or email address]] In any case,
your liability will not exceed [insert $50 or
any lesser amount under agreement with the
cardholder].

G-2(A)—Liability for Unauthorized Use
Model Clause (Plans Other Than Home-
Equity Plans)

If you notice the loss or theft of your credit
card or a possible unauthorized use of your
card, you should write to us immediately at:
[address] [address listed on your bill],
or call us at [telephone number].

[You may also contact us on the Web:
[Creditor Web or email address]]

You will not be liable for any unauthorized
use that occurs after you notify us. You may,
however, be liable for unauthorized use that
occurs before your notice to us. In any case,
your liability will not exceed [insert $50 or
any lesser amount under agreement with the
cardholder].

G-3—Long-Form Billing-Error Rights Model
Form (Home-Equity Plans)

YOUR BILLING RIGHTS

KEEP THIS NOTICE FOR FUTURE USE

This notice contains important information
about your rights and our responsibilities
under the Fair Credit Billing Act.

Notify Us in Case of Errors or Questions
About Your Bill

If you think your bill is wrong, or if you
need more information about a transaction on
your bill, write us [on a separate sheet] at
[address] [the address listed on your bill].
Write to us as soon as possible. We must hear
from you no later than 60 days after we sent
you the first bill on which the error or
problem appeared. [You may also contact us
on the Web: [Creditor Web or email address]]
You can telephone us, but doing so will not
preserve your rights.

In your letter, give us the following
information:

¢ Your name and account number.

e The dollar amount of the suspected
€rTor.

o Describe the error and explain, if you
can, why you believe there is an error. If you
need more information, describe the item you
are not sure about.

If you have authorized us to pay your
credit card bill automatically from your
savings or checking account, you can stop the
payment on any amount you think is wrong.
To stop the payment your letter must reach
us three business days before the automatic
payment is scheduled to occur.

Your Rights and Our Responsibilities After
We Receive Your Written Notice

We must acknowledge your letter within
30 days, unless we have corrected the error
by then. Within 90 days, we must either
correct the error or explain why we believe
the bill was correct.

After we receive your letter, we cannot try
to collect any amount you question, or report
you as delinquent. We can continue to bill
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you for the amount you question, including
finance charges, and we can apply any
unpaid amount against your credit limit. You
do not have to pay any questioned amount
while we are investigating, but you are still
obligated to pay the parts of your bill that are
not in question.

If we find that we made a mistake on your
bill, you will not have to pay any finance
charges related to any questioned amount. If
we didn’t make a mistake, you may have to
pay finance charges, and you will have to
make up any missed payments on the
questioned amount. In either case, we will
send you a statement of the amount you owe
and the date that it is due.

If you fail to pay the amount that we think
you owe, we may report you as delinquent.
However, if our explanation does not satisfy
you and you write to us within ten days
telling us that you still refuse to pay, we must
tell anyone we report you to that you have
a question about your bill. And, we must tell
you the name of anyone we reported you to.
We must tell anyone we report you to that
the matter has been settled between us when
it finally is.

If we don’t follow these rules, we can’t
collect the first $50 of the questioned
amount, even if your bill was correct.

Special Rule for Credit Card Purchases

If you have a problem with the quality of
property or services that you purchased with
a credit card, and you have tried in good faith
to correct the problem with the merchant,
you may have the right not to pay the
remaining amount due on the property or
services.

There are two limitations on this right:

(a) You must have made the purchase in
your home state or, if not within your home
state within 100 miles of your current
mailing address; and

(b) The purchase price must have been
more than $50.

These limitations do not apply if we own
or operate the merchant, or if we mailed you
the advertisement for the property or
services.

G-3(A)—Long-Form Billing-Error Rights
Model Form (Plans Other Than Home-Equity
Plans)

Your Billing Rights: Keep This Document For
Future Use

This notice tells you about your rights and
our responsibilities under the Fair Credit
Billing Act.

What To Do If You Find A Mistake On Your
Statement

If you think there is an error on your
statement, write to us at:

[Creditor Name]

[Creditor Address]
[You may also contact us on the Web:
[Creditor Web or email address]]

In your letter, give us the following
information:

e Account information: Your name and
account number.

e Dollar amount: The dollar amount of the
suspected error.

e Description of problem: If you think
there is an error on your bill, describe what

you believe is wrong and why you believe it
is a mistake.

You must contact us:

e Within 60 days after the error appeared
on your statement.

o At least 3 business days before an
automated payment is scheduled, if you want
to stop payment on the amount you think is
wrong.

You must notify us of any potential errors
in writing [or electronically]. You may call
us, but if you do we are not required to
investigate any potential errors and you may
have to pay the amount in question.

What Will Happen After We Receive Your
Letter

When we receive your letter, we must do two
things:

1. Within 30 days of receiving your letter,
we must tell you that we received your letter.
We will also tell you if we have already
corrected the error.

2. Within 90 days of receiving your letter,
we must either correct the error or explain to
you why we believe the bill is correct.

While we investigate whether or not there
has been an error:

e We cannot try to collect the amount in
question, or report you as delinquent on that
amount.

e The charge in question may remain on
your statement, and we may continue to
charge you interest on that amount.

e While you do not have to pay the
amount in question, you are responsible for
the remainder of your balance.

e We can apply any unpaid amount
against your credit limit.

After we finish our investigation, one of two
things will happen:

¢ If we made a mistake: You will not have
to pay the amount in question or any interest
or other fees related to that amount.

¢ If we do not believe there was a mistake:
You will have to pay the amount in question,
along with applicable interest and fees. We
will send you a statement of the amount you
owe and the date payment is due. We may
then report you as delinquent if you do not
pay the amount we think you owe.

If you receive our explanation but still
believe your bill is wrong, you must write to
us within 10 days telling us that you still
refuse to pay. If you do so, we cannot report
you as delinquent without also reporting that
you are questioning your bill. We must tell
you the name of anyone to whom we
reported you as delinquent, and we must let
those organizations know when the matter
has been settled between us.

If we do not follow all of the rules above,
you do not have to pay the first $50 of the
amount you question even if your bill is
correct.

Your Rights If You Are Dissatisfied With
Your Credit Card Purchases

If you are dissatisfied with the goods or
services that you have purchased with your
credit card, and you have tried in good faith
to correct the problem with the merchant,
you may have the right not to pay the
remaining amount due on the purchase.

To use this right, all of the following must
be true:

1. The purchase must have been made in
your home state or within 100 miles of your
current mailing address, and the purchase
price must have been more than $50. (Note:
Neither of these are necessary if your
purchase was based on an advertisement we
mailed to you, or if we own the company that
sold you the goods or services.)

2. You must have used your credit card for
the purchase. Purchases made with cash
advances from an ATM or with a check that
accesses your credit card account do not
qualify.

3. You must not yet have fully paid for the
purchase.

If all of the criteria above are met and you
are still dissatisfied with the purchase,
contact us in writing [or electronically] at:

[Creditor Name]

[Creditor Address]

[[Creditor Web or e-mail address]]

While we investigate, the same rules apply
to the disputed amount as discussed above.
After we finish our investigation, we will tell
you our decision. At that point, if we think
you owe an amount and you do not pay, we
may report you as delinquent.

G-4—Alternative Billing-Error Rights Model
Form (Home-Equity Plans)

BILLING RIGHTS SUMMARY

In Case of Errors or Questions About Your
Bill

If you think your bill is wrong, or if you
need more information about a transaction on
your bill, write us [on a separate sheet] at
[address] [the address shown on your bill] as
soon as possible. [You may also contact us
on the Web: [Creditor Web or e-mail
address]] We must hear from you no later
than 60 days after we sent you the first bill
on which the error or problem appeared. You
can telephone us, but doing so will not
preserve your rights.

In your letter, give us the following
information:

¢ Your name and account number.

e The dollar amount of the suspected
€ITor.

e Describe the error and explain, if you
can, why you believe there is an error. If you
need more information, describe the item you
are unsure about.

You do not have to pay any amount in
question while we are investigating, but you
are still obligated to pay the parts of your bill
that are not in question. While we investigate
your question, we cannot report you as
delinquent or take any action to collect the
amount you question.

Special Rule for Credit Card Purchases

If you have a problem with the quality of
goods or services that you purchased with a
credit card, and you have tried in good faith
to correct the problem with the merchant,
you may not have to pay the remaining
amount due on the goods or services. You
have this protection only when the purchase
price was more than $50 and the purchase
was made in your home state or within 100
miles of your mailing address. (If we own or
operate the merchant, or if we mailed you the
advertisement for the property or services, all
purchases are covered regardless of amount
or location of purchase.)
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G-4(A)—Alternative Billing-Error Rights
Model Form (Plans Other Than Home-Equity
Plans)

What To Do If You Think You Find A
Mistake On Your Statement

If you think there is an error on your
statement, write to us at:

[Creditor Name]
[Creditor Address]

[You may also contact us on the Web:
[Creditor Web or e-mail address]]

In your letter, give us the following
information:

e Account information: Your name and
account number.

e Dollar amount: The dollar amount of the
suspected error.

e Description of Problem: If you think
there is an error on your bill, describe what
you believe is wrong and why you believe it
is a mistake.

You must contact us within 60 days after
the error appeared on your statement.

You must notify us of any potential errors
in writing [or electronically]. You may call
us, but if you do we are not required to
investigate any potential errors and you may
have to pay the amount in question.

While we investigate whether or not there
has been an error, the following are true:

e We cannot try to collect the amount in
question, or report you as delinquent on that
amount.

e The charge in question may remain on
your statement, and we may continue to
charge you interest on that amount. But, if we
determine that we made a mistake, you will
not have to pay the amount in question or
any interest or other fees related to that
amount.

e While you do not have to pay the
amount in question, you are responsible for
the remainder of your balance.

e We can apply any unpaid amount
against your credit limit.

Your Rights If You Are Dissatisfied With
Your Credit Card Purchases

If you are dissatisfied with the goods or
services that you have purchased with your
credit card, and you have tried in good faith
to correct the problem with the merchant,
you may have the right not to pay the
remaining amount due on the purchase.

To use this right, all of the following must
be true:

1. The purchase must have been made in
your home state or within 100 miles of your

current mailing address, and the purchase
price must have been more than $50. (Note:
Neither of these are necessary if your
purchase was based on an advertisement we
mailed to you, or if we own the company that
sold you the goods or services.)

2. You must have used your credit card for
the purchase. Purchases made with cash
advances from an ATM or with a check that
accesses your credit card account do not
qualify.

3. You must not yet have fully paid for the
purchase.

If all of the criteria above are met and you
are still dissatisfied with the purchase,
contact us in writing [or electronically] at:
[Creditor Name]

[Creditor Address]
[[Creditor Web address]]

While we investigate, the same rules apply
to the disputed amount as discussed above.
After we finish our investigation, we will tell
you our decision. At that point, if we think
you owe an amount and you do not pay we
may report you as delinquent.

* * * * *

BILLING CODE 6210-01-P
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G-10(A) Applications and Selicitations Moedel Form {Credit Cards)

interost Rates and Interest Charges

Annual Percentage Rate
{APR) for Purchases

[Purchase rate}

{Descrption that rate vanes and how (s determined, f applicable]

APR for Balance Transfers | [Balance fransfer rate}
{Description that rate varies and how # is datermined, € applicable}
APR for Cash Advances [Cash advance rate]
{Description that rate varies and how # ts determined, f applicable]
Penalty APR and When ¢ | [Penany rate}
Applies
{Description of events that may resuit in the penaity rate]
[Descnption of how long penatlty rate may apply}
{How to Avoid Paying [Description of grace period for purchases or statement that no grace period applies}
interest on Purchases!
Paying tterest]
[Minimum interest [Description of rrinimum mterest charge of mimimum charge}
Charge JiMinimum
Charge}
For Creddtt Card Tips from | [Reference 0 Board's websae]

the Federal Reserve
Board

Fees

{Annuai Fee]{Set-up and | [Notice of avadable credit, f applicable]

Mairtenance Fees)
[Description of fees for avarsabyity or ssuance of credit, such as an annual fee,
applicable)

Transaction Fees

» Balance Transfer
» Cash Advarce

» Foregn Transachon

{Cescriphon of balance transfer fee]
[Desenpton of cash advance fee]
{Descrption of foreign transaction fee]

Penalty Fees
» Late Payment

» Over-the-Credd Limit

{Description of late payment tee]
{Description of over-the-credit hmit fee]

« Retumed Payment [Description of retumed payment fee}
Other Fees
« Required finsert name | [Descriphion of cost of insurance, or debt canceliation of suspension plans] (Cross
of required insurance, | reference to additional information, if applicable]
or debt cancellation or
SuSpenson coverage]
How We Will Calculate Your Batance: [Descnption of balance computaticn method]
Loss of introduclory APR  {Crrcumestances in which intraductory rate may be revoked and rate that apphes ff introductory

rate is revoked, if apphcable]

{Descriphon that rate that apphes after introductory rate is revoked vanes and how it is
determined, if applicable]
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G-l

Applications and Solicitations Sample (Credit Cards

Interest Rates and Interest Charges

Annual Percentage Rate 8.599 9.9 ;
(APR) for Purchases % to 1 Q%whenyouopenyoufaccoum.basedonyoureredtworﬁmesa
After that, your APR will vary with the market based on the Prime Rate.
APR for Balance Transfers | 15.99%
This APR will vary with the market based on the Prime Rate.
APR for Cash Advances 24.99%
This APR will vary with the market based on the Prime Rate.
Penaity APR and Whea it 28.99%
This APR may be applied to your account if you:
1) Make a late payment,
2) Gao over your credit Emit twice in 2 six-month period;
3) Make a payment that is retumed; or
4) Do any of the 2bove on another account that you have with us,
How Long Wil the Penalty APR Apply?: If your APRs are increased for any of these
reasons, the Penalty APR will apply untii you make six consecutive minimum payments
when due.
How to Avoid Paying Your due date is at ieast 25 days after the close of each biling cycie. We will not charge
Interest on Purchases you any interest on purchaees if you pay your entire batance by the due date each month.
Minimum Interest Charge If you are charged interest, the charge will be no less than $1.50.
For Credit Card Tips from To learn more about factors to consider when applying for or using a credit card, visit the
the Federal Reserve Board | website of the Federal Reserve Board at http:/iwww . federaireserve govicreditcard.

» Over-the-Credit Limit
» Retumed Payment

Annuat Fes None
Transaction Fees
« Balance Transfer Either $5 or 3% of the amount of each transfer, whichever is greater (maximurn fee: $100}.
» Cash Advance Either $5 or 3% of the amount of each cash advance, whichever is greater.
« Foreigh Transaction 2% of each transaction in U.S. doflars
Penalty Fees
« Late Payment $29 if balance is less than or equal to $1,000;

$35 if baiance is more than $1,000
2
$35

Other Fees

= Required Account
Protector Plan

$0.79 per $100 of bafance at the end of each statement period. See back for detass.

How We Will Calculate Your Balance: We use a method calied “average daily balance (including new purchases).”
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G-18(C) Applications and Solicitations {Credit Cards'

Interest Rates and Interest Charges

a:‘;;,‘;;‘;‘mm 8.99%,;&&?%, or 12.99% introdustory APR for one year, based on your

ARer that, your APR will be 14.99% This ARR will vary with the market based on
the Prime Rate.

APR for Balance Transfers | 15.99%
This APR will vary with the market tased on the Prime Rate
APR for Cash Advances 21.99%

This APR wili vary with the market based on the Prime Rate.

Penalty APR and When it 28.99%
Apphes

This APR may be apphed to your account i you
1) Make a late payment,
2) Go over your credt imi;
3) Make a payrmnent that s retumed; or
4} Do any of the above on another account that you have with us.

How Long WHi the Penalty APR Apply?: If your APRs are increased for any of these
reasons, the Penalty APR will apply until you make six consecutive minmmum payments

when due.
How to Avoid Paying Youwr due date 15 at least 25 days after the close of each biling cycle. We will pot charge
Interest on Purchases You any interest on purchases if you pay your entire balance by the due date each month

Minimam nterest Charge H you are charged interest, the charge will be no Jess than $1 560,

For Credit Card Tips from To leam more about factors 1o consider when applying for or using a oredit card, visit the
the Federal Reserve Board | website of the Federal Reserve Board at hitpiwww federaireserve. govicreditcard

Set-up and Maintenance NOTICE: Some of these set-up and maintenance fees will be assessed before you begn
Fess using your card and will reduce the amount of credit you initially heve avallable For
example, f you are assigned the minimum credit imé of $250, your mitial available cradt
will be only about $208 {or about $204 if you choose {0 have an additional card),

« Annual Fee $20
* Account Set-up Fee $20 (pre-time fea)
» Participation Fee $12 annually (31 per month)
« Addtonal Card Fee 86 annuafly (ff applicable)
Transaction Fees
» Balance Transfer Either $5 or 3% of the amount of each transfer, whichever is greater {maximum fee $100)
» Cash Advance Etther $5 or 3% of the amourt of each cash advance, whichever is greater.
» Foreign Transaction 2% of each transaction in U.S. dollars
Penalty Fees
« Late Payment $29 d halance 1s less than or equal to $71,000;
$38 if balance is more than $1,000
o Over-the-Credit Limit $29
« Returned Payment $38

How We WHI Calculate Your Balance: We use a method calied “average daily balance (including new purchases),”

Loss of Intsoductory APR: We may end your infroduciory APR and apply the Penafty APR # you make a late
payment
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BILLING CODE 6210-01-C

Available to the General Public Model
Clauses

to us at (address).

G-10(D) Applications and Selicitations Model Form (Charge Cards)

Payment Informetion

[A statement that charges incurrect through use of the charge card are due when the periodic statement is received)

Fees
[Annual Feel{Set-up and | [Notice of avallable credit, if appicatie)
Maintenance Fees]
[Description of fees for availability or issuance of credit, such as an annual fee, §f
applicable]
Transaction Fees
» Bak Transf [Description of bak transfer fee)
« Cash Advance {Description of cash advance fee}
» Foreign Transaction [Description of foreign transaction fee]
Penalty Fees
» Late Payment [Description of Jate payment fee)
» Over-the-Credit Limst | [Description of over-the-credit imit fee}
» Retumed Paymant [Description of returned payment fee]

G-1 A

Payment information

lications and Solicitations Sample (Charge Cards

All charges made on this charge card are due and payable when you receive your periodic statement.

Annual Fes

$50

Transaction Fees
« Batance Transfer

» Cash Advance

{maximum fee; $100).

greater.

Either $5 or 3% of the amount of each transfer, whichever is greater

Either $5 or 3% of the amount of each cash advance, whichever is

Penalty Fees
« Late Payment

« Overthe-Credit Limit
» Retumned Payment

$31 if balance is less than or equal to $1,000;
$35 if balance is more than $1,000

)
$30

G-11—Applications and Solicitations Made

(a) Disclosure of Required Credit Information

The information about the costs of the card
described in this [application]/[solicitation]
is accurate as of (month/year). This
information may have changed after that
date. To find out what may have changed,
[call us at (telephone number)][write to us at
(address)].

(b) No Disclosure of Credit Information

There are costs associated with the use of

this card. To obtain information about these

costs, call us at (telephone number) or write

G-12 [Reserved]

G-13(A)—Change in Insurance Provider
Model Form (Combined Notice)

The credit card account you have with us

is insured. This is to notify you that we plan
to replace your current coverage with
insurance coverage from a different insurer.

If we obtain insurance for your account

from a different insurer, you may cancel the
insurance.
[Your premium rate will increase to $

per N
[Your coverage will be affected by the

following:

[ ] The elimination of a type of coverage

previously provided to you. [(explanation)]
[See of the attached policy for details.]

[ 1 A lowering of the age at which your

coverage will terminate or will become more
restrictive. [(explanation)] [See of the

attached policy or certificate for details.]

[ 1 A decrease in your maximum insurable

loan balance, maximum periodic benefit

payment, maximum number of payments, or
any other decrease in the dollar amount of
your coverage or benefits. [(explanation)]
[See _ of the attached policy or certificate
for details.]

[ ] A restriction on the eligibility for
benefits for you or others. [(explanation)]
[See  of the attached policy or certificate
for details.]

[ 1 A restriction in the definition of
“disability” or other key term of coverage.
[(explanation)] [See  of the attached
policy or certificate for details.]

[ 1 The addition of exclusions or
limitations that are broader or other than
those under the current coverage.
[(explanation)] [See  of the attached
policy or certificate for details.]

[ 1 An increase in the elimination
(waiting) period or a change to nonretroactive
coverage. [(explanation)] [See  of the
attached policy or certificate for details).]
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[The name and mailing address of the new
insurer providing the coverage for your
account is (name and address).]

G-13(B)—Change in Insurance Provider
Model Form

We have changed the insurer providing the
coverage for your account. The new insurer’s
name and address are (name and address). A
copy of the new policy or certificate is
attached.

You may cancel the insurance for your
account.

* * * * *

G-16(A) Debt Suspension Model Clause

Please enroll me in the optional [insert
name of program], and bill my account the
fee of [how cost is determined]. I understand
that enrollment is not required to obtain
credit. I also understand that depending on
the event, the protection may only
temporarily suspend my duty to make
minimum payments, not reduce the balance
I owe. I understand that my balance will
actually grow during the suspension period
as interest continues to accumulate.

[To Enroll, Sign Herel/[To Enroll, Initial
Here]. X

G-16(B) Debt Suspension Sample

Please enroll me in the optional [name of
program], and bill my account the fee of $.83
per $100 of my month-end account balance.
I understand that enrollment is not required
to obtain credit. I also understand that
depending on the event, the protection may
only temporarily suspend my duty to make
minimum payments, not reduce the balance
I owe. [ understand that my balance will
actually grow during the suspension period
as interest continues to accumulate.

To Enroll, Initial Here. X

BILLING CODE 6210-01-P
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G-17(A) Account-Opening Model Form

interost Rates and interest Charges

Annuai Percentage Rate
{APR) for Purchases

[Purchase rate]

[Description that rate varies and how it is determined, if applicable]

APR for Balance Transfers

[Balance transfer rate]

{Description that rate varies and how it is determined, if applicable)

APR for Cash Advances

[{Cash acvance rate]

{Description that rate varies and how it is determined, if applicable]

Penalty APR and When it
Applies

{Penalty rate]
[Description of events that may result in the penaity rate]

{Description of how long penalty rate may apply)

[How to Avoid Paying
Interesty[Paying interest]

[Description of grace period for purchases, cash advances, balance transfers, or any
other credit extended or staternent that no grace period applies}]

[Minimum Interest
Charge}[Minimum
Charge]

[Description of minimumn interest charge or minimum charge, if applicable)

For Credit Card Tips from
the Fedaral Reserve
Board

{Reference to Board's website]

Fees

[Annuat Fee}[Set-up and
Maintenance Fees]

[Notice of available credit, f applicable]
[Notice of right to reject plan, if applicable]

[Description of fees for availability or issuance of credit, such as an annual fee, if
applicable]

Transaction Fees
« Balance Transfer

« Cash Advance
» Foreign Transaction

[Description of balance transfer fee]
[Description of cash advance fee]
{Description of foreign transaction fee]

Penalty Fees
» Late Payment

s Over-the-Credit Limit
e Returned Payment

[Description of late payment fee}
{Description of over-the-credit limit fee)
[Description of returned payment fee)

Other Fees

« Required [insert name
of required insurance,
or debt cancellation or
suspension coverage)

[Description of cost of insurance, or debt cancellation or suspension pltans] [Cross
reference to additional information, if applicable]

How W il Cal o : [Description of balance computation method]

Loss of introductory APR: [Circumstances in which introductory rate may be revoked and rate that applies if introductory
rate is revoked, if applicable]

[Description that rate that applies after introductory rate is revoked varies and how it is
determined, if applicable]

Billing Rights: [Reference to account agreement for details on billing-error rights]
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G-17(B) Account-Opening Sample

interest Rates and interest Charges

Applies

Sl | 8.89%

This APR will vary with the market based on the Prime Rate.
APR for Balance Transfers | 156.98%

This APR will vary with the market based on the Pnme Rate.
APR for Cash Advances 21.99%

This APR will vary with the market based on the Prime Rate,
Penalty APR and When it 2089%

This APR may be applied to your account if you:
1) Make a late payment;
2) Go over your credit limit twice in a sn-month period;
3) Make a payment that is retumed; or
4) Do any of the above on another account that you have with us.

How Laong Will the Penalty APR Apply?: If your APRs are increased for any of these
reasons, the Penalty APR will apply untll you make six consecutive minimum payments
when due,

Paying interest

Your due date is at least 25 days after the close of each bilfing cycie. We will not charge
you any interest on purchases if you pay your entire balance by the due date each month.
We will begin charging interest on cash advances and balance transfers on the transaction
date

Minimum Interest Charge i you are charged interest, the charge will be no less than $1.50.
For Credit Card Tips from To leam more abowr factors to consider when applying for or using a credit card, visit the
the Federal Ressrve Board | website of the Federa! Reserve Board at ymwmwwm,

Annual Fee

None

Transaction Fees
» Balance Transfer
= Cash Advance
« Forewgn Transaction

Either $6 or 3% of the amount of each transfer, whichever is greater {maxmmum fee: $100).
Either $8 or 3% of the amount of each cash advance, whichever is greater,
2% of each transacton in U.S. dollars.

Penalty Fees
* Late Payment

* Over-the-Credit Limit
» Returned Payment

$28 if balance is less than or equal to $1,000;
$38 I balance is more than $1,000

$29
$38

Othet Fees

» Recuired Account
Protector Plan

$0.79 per $100 of balance at the end of sach statement period. See back for datails.

How We WIll Calculate Your Balance: We use a methad called “average daily batance (including new purchases).”
See your account agreament for more details,

Biling Rights: Information on your rights to dispute transactions and how to exercise those rights is provided in your

account agreemeart.
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G-17{C) Account-Opening Sample

interest Rates and Interest Charges

Annual Percentage Rate
{AFR) for Purchases

8.99% introcluctory APR for one year.

AnRer that, your APR will be 14.99%. This APR wil vary with the mariet based on
the Prime Rate.

APR for Balance Transters 15.99%
This APR will vary with the market based on the Prime Rate.
AFPR for Cash Advances 21.99%

This APR will vary with the market based on the Prirne Rate.

Panalty APR and When it
Appflies

28.99%

This APR may be applied to your account if you:
1) Make a late payment;
2) Go over your credit limit,
3) Make a payment that is retumed; or
4) Do any of the above on another account that you have with us.

How Long Will the Penalty APR Apply?: If your APRs are increased for any of these
reasons, the Penalty APR will apply until you make six consecutive minimum payments
when due.

Paying Interest

Your due date is at ieast 25 days after the close of each billing cycie. We will not charge
you any interest on purchases if you pay your entire balance by the due date each month,
We will bagin charging interest on cash advances and balance transfers on the transaction
date,

Minimum Interest Charge

#f you are charged interest, the charge will be no less than $1.50,

For Credit Card Tips from
the Federal Reserve Board

To learn more about factors to consider when applying for or using a credit card, visit the
website of the Federal Reserve Board at hitp:Jiwww.federalreserve.novicreditcard.

Set-up and Maimtenance
Feus

o Annual Fee

« Account Set-up Fee
» Participation Fee

» Additional Cand Fee

NOTICE: Some of these set-up and maintenance fees will be assessed before you begin
using your card and will reduce the amount of credit you initially have available. Based on
your initial credit limit of $250, your initial available credit will be only about $209 (or about
$204 if you choose o have an additionai card).

‘You may still reject this plan, provided that you have not yet used the account or paid a fee
after receiving a billing staterment If you do reject the plan, you are not responsible for any
fees or charges.

$20

$20 {one-time fee)

$12 annualily (31 per month)
$5 annuaily (if applicable)

Transaction Fees
= Balance Transfer
» Cash Advance
o Foreign Transaction

Either $5 or 3% of the amount of each transfer, whichever is greater (maximum fee: $100).
Either $8 or 3% of the amount of each cash advance, whichever is greater,
2% of each transaction in U.S. doliars.

Penaity Fees
= Late Payment

» Over-the-Credit Limit

= Returned Payment

$29 if balance is less than or equal to $1,000;
$38 it balance is more than $1,000

$29
$35

How We Will Calculate Your Balance: We use a method called “average daily balance (including new purchases),”
See your account agreament for more details,

Loss of introductory APR: We may end your introductory APR and apply the Penalty APR if you make a late payment.

Biling Rights: information on your rights to dispute ransactions and how to exercise those nghts is provided in your

account agreement.
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G-17(D) _Account-Opening Sample (Line of Credit
Interest Rate and Interest Charges
APR for Cash Advances 18.00%.
Mirimum interest Charge If you are charged interest, the charge will be no less than $1.50.
Paying Interest You will be charged interest from the transaction date.
Fees
Annual Fes $20
Penalty Fees
« Late Payment $10
» Over-the-Credit Limit $29
How We Will Calculate Your Balance: We use a method called “average daily balance (including new purchases).” See
your account agreement for more details.

Billing Rights: Information on your rights to dispute transactions and how to exercise those rights is provided in your
account agreement.

G-18(A iodic tement

Transactions
Reference Number
5884138PS0338WEYM
(544400060ZLV72VL
854338203FS8000Z5
55541860708ROYDOX
554328508008 WIGMO
053830709LYMRPT4L
564891581 545KOSHD
841517877845AK0JIO
895848561561 834 KOH
1871556189456SAMKI.
154220207 4 TWWZ V48
2564894185189LKOFID
4545754784KOHVIOS
2564561023184102315
14547847586KDDL564
555428187 05SRASDOX
289189194A8088744
178105417841045784
045148714518979874
8458152156181SDSA
31289105208643AWD
04518478415815A5D
0547810544898718AF
0564894132168480P
054894561564 ASDW
564897 4891A098156

85251564898FD4545Q
564158156470JSKRDS
B41515648AD88745H
256489156189451516L

Trans Date

224
25
225

2125

225
2425

227

2728

nsactions: Interest Charges; Fees Sample
Post Date Description of Transaction or Credit Amount
223 Store #1 5205
225 Stora 2 $12.1%
225 Pymt Thank You $450.00-
2426 Store #3 $4.63
2136 Store #4 $114.95
226 Store #5 $7.35
2026 Store ¥6 $14.35
226 Stare #7 $40.35
227 Store #8 $27.68
227 Stora #9 $124.76
2726 Cash Advance $121.50
2/28 Store #10 $32.37
an Balance Transfer §785.00
n Skre #11 $14.76
2128 Cash Advanca $196.50
vz Store #12 $3.76
M3 Store $13 $13.45
A Store #14 $2.35
k5 Store #13 $13.45~
NG Store #15 $25.00
M2 Stora #18 $7.34
et 1) Store #17 $10.56
anz Stere #18 $24.50
anz Store #19 $8.76
s Stora 820 $14.23
3720 Store #21 $23.78

Lata Fes

Cash Advance Fea 85.00
Balanue Transfer Foe $23.55
Cash Advance Fea §5.90

TOTAL FEES FOR THIS PERIOD $69.45

inarest Charge on Cash Advances £4.58
TOTAL INTEREST FOR THIS PERIOD $10.83

é

2012 Tolals Yeu-to.Date

Total fees charged in 2012
Fotal interest charged in 2012

$18.27
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G-18(B)—Late Payment Fee Sample
Late Payment Warning: If we do not receive your minimum payment by the date listed
above, you may have to pay a $35 late fee and your APRs may be increased up to the

Penalty APR of 28.99%.

Form G-18(C)(1) Minimum Payment Warming (When Amortization Occurs and
the 36-Month Disclosures Are Required)

G-18 1) Minimum Pavment Warni hen Amortization Occurs

and the 36-month Disclosures Are Required)

Minimum Paymert Warning: f you make anly the minimum payment each pencd.you wil
pay mare in interwst and & will teke you Jonger to pay off your balante. For example:

10years $3204

$2232
sez 3years (Savings=81.052)

If you would like information aboit credit counseling services, call 1-BO0-00c-xnx.

Form G-18(C)(2) Minimum Payment Warning (When Amortization Occurs and the
36-Month Disclosures Are Not Required);

G-18(C)2) Minimum Payment Warnin hen Amortization Occurs

and the 36-month Disclosures Are Not Required)

Minimum Payment Wasning: If you make enly the minimum payment each peried, you will
pay more in interest anct it wil take you longer 1o pary off your balance. Forsxampls.

f you would fiks information about credit counseling senices. call 1-8000G-10KXK.
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Form G-18(C)(3) Minimum Payment Warning (When Negative or No Amortization Occurs);

G-18 3} Minimum Payment Warni hen Negative or
tion Occu

Minimum Payment Wamning: Even if you make no more charges using this cerd, § you
m.wmmwmhmmwmymwmmmwl

on this your will be less then the interest
chargid sech month,
Nwmommmmmmmmw you will pay isss in interest and
pay off your balance sooner. For example, if you instsad paid $74 per month, you wouild
pary off the balance shown on this statement i sraund 3 yesrs.,

1f you would ke ebaut credit @ Sorvices, call 1-800-X0~000¢,

G-18(D) Periodic Statement New Balance, Due Date, Late Pavment and
Minimum Payment Sample {Credit Cards)

Payment information

New Balance $1,78453
Mirimum Poyment Due $53.00
Payment Dus Date 2202
Late P it H we do not v your t by the

date listed above, mmyhmlopayambrommywr APRsrmyba
increased up 1o the Pensity APR of 28 999%,

Minimum Payment Warning: if you make andy the minimum payment sach
period; you will pay mare in interest and it wit take you longer 1o pay off your
batance. Forexample:

Onty the misimum 10years 3288
$2232
a2 3yeans (Savings=$1,052)
1 you would fise § ion about credit g services, call 1-800-x0-
000,

[Reserved.]
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G-18(F) Periodic Statement Form

G-18(F) Periodic Statement Form T
XXX Bank Credit Card Account Statement

Account Number XXXX XXXX XXXX XXX
February 21, 201210 March 22, 202

Summary of Account Activity Paymaent information

Prevdous Balance $535.07 Now Batanca 51.784.53
Orver Crats Hiaag| | Mrienum Payment Dus 38300
Purchases 852957 Paymant Dus Date 4720442
Batincs Trensfers +$735.00 Luts Payment Waning: i we 46 nof receive your roinkmam
Cash Advences “ENS.00 payment by the date fisted above. you may Hir 1o pay 3 335
Past Due Amount +30.00 {mie tou and your APRe may be intraased up kothe Panniy
Feas Charged +ginds . APROI28.99%
ntarest Charged +510.89 Minimum Payreant Warming: i you make oty tha minimum
- each DRNOD, Yol Wil Ry e i interast and it Wt
New Belance $1,784.53 1aice you langet 10 pay off your bakence, For axample:
Cradit Bmit $2.000.00
Aoaiiatin tredit 1547
Statemeni closing date Arrrnm2
Days in bifling cycie k] ont §
QUESTIONS? Only the minmumy 10 yoors 828
Call Custarner Service 1 XA O XXRX payment -
Lot o Stolen Credit Card 13006 XIO-XAXK 2232
82 Ayears Sovingy-31052
M your would e abcuk cradit NG PEEVICeS,

il $-800-KXX-XXXX.

Piouss sand DAl inGUINNS 8nd CoRspondence ta;
PO Boa X000, Anytown, Arrystate JOOOXK

Important Changes to Your Account Terms

Tha tokowing is A summary of cangas that vy baing made 1o your sctaunt teons. For more detyiied nformation. please
refer 1O the bookial enciosed with this statement.

These changhs will Impact your scooudt »8 fciows.
Traaaciioni made 00 AReCAZEIZ A of SAGN2, sy thanges 1o APRY descritbnd balow wil spply 10 1ese transacsans.
mewmwmmmoumm;

Y rLianey i this case, any changes to APRS descibad balow

! APR for Purchases 1 16.99%

Transactions

Rafersnce Number Trans Dats  Pusi Dite  Dascription of Transaction o Credt Amount |
S3BATARPSOINWEYM v g *£83 Store #1 $2.08
0554400089G7LV72VL 24 225 Swera 82 N
55541380 7OSRIY DAX el 88 Sira #3 $4.63
554228603305WO0N0 rn s Stexe 84 §114.35
CSAXMTVIY MRPTA ol a5 Store 95 5738
A3408203FSHOOMLS 2% 23 Pymi Thank You $450.00~ :

{transactions continusd on nedt page}

NOTICE: SEE REVERSE SIDE FOR IMPORTANT INFORMATION
Fagerad

ekt R s s 350 ot ot

Account Humber: XXXK XXX XXXX XXKX
Seww Batarce 31,780.5
Ninlmum Payment Dus  $53.00
Paymeant Dus Date A2
Siviabupnpoaioduriohori o AMOUNT ENCLOSED: is }
XXX Bank
PO, Bax XXXX

Anybtowrn, Anystate XXXXX

Aelinbmd bl Hmbsbshmildodmblal bdml
abi b i ladsbu bl Dbl e hininlin
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G-18(F) Periodic Statement Form ( contd.)

XXX Bank Credit Card Account Statement
Account Number XXXX XXXX XXX XHXX
February 21, 2012 to March 22, 2012

Transactions (contd

Reforonce Number Description of Transaction of Tradit
584891361 5AKOSHD Store #5
B4151T78TTRISAKONI Store #7
B5843581561 A3KOH RKRore 43

137 1556184 56SAMKL Share 99
154220207 ATWWZVAS Cash Aitvance
2564834185 35 KDFI Shovo W10
AS45TSATIXONUIOS Baiance Transter
T4SATRATSHENDDLS6H Cash Advancd
2564561023184 102315 Sore #it
555428 1ATOSRASOOX Store B12
280183 14ASOSHTA Storw #13
1781054178410456784 [Qxe 4
BA8148714518979874 Store #13
B84561521561833D8A Stae M5
I1289105205648AND Siore M8
045184784 156154380 Ko M7
O54THINS4 DO 1 SAF Siore #15
DIGASS13168420P RKeom s

054524561 564 ASOW
SE4974891AD38156

DI2H1564808EDI5450Q
HB415613647OISNDS
841515845ADSAT45H
238485156189451 518L

Merest Charge on Cash Advances
TOTAL INTEREST FOR THS PERIOD

i Total fena chiarped in 2012 $50.14 :
!mummmm 2612 51827 5
trterest Charge Calculation
Your Anrwal Parcentagm tate [AFR) iy e Snnusl 1sest rete on your Sceont.

Tyoe of Bty
Purchases

1 Gash Advances
Balanos Transfars

i tvj = Varatle Rate

Pag a2
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G-18(G) Periodic Statement Form

XXX Bank Credit Card Account Stadement
Account Number JXOOUX XXXX XXXX XXXX
Februasy 29, 2012 to March 22, 2012

Summary ot Account Activity Paymert information

Pravious Baiance 58052 New Balance 11985
Paymants ~530.00 Minirum Payment Due $10.00
Cther Crodils 5000 Paymant [ue Dats 42012
Purchasos »852.13
Balance Transiors +$0.00 Late Payment Wearning:, If we Jo nct receivg your minimum
Cash Advanceos +50.08 pagmant by thy date fistsd above. you rmay fave ko pay'a $33
Pt Due Amownt +$0.00 lotu tom Dt yaur APRS miay ba ity eased up 1o D Penaity
Feos Charged +537.00 APR of 20.99%.
Intarest Chawged +30.,00 Winkouim Payment Warning: if you make onty the milnivny
payment sach pedod, you will pay more in interast and 8wl

Now Balance sH988 Take you longer 1o pay off your balance. For cxample:
Crodi) 3mit £2.000.00
Ausitabio credt $1.580.38
Saternent closing date P oo sk d
Duwys in biting cyde 20
QUESTIONS? iiaic ]
Cak Qustomer Service P XX XXX, . N

N oy would ke about cradit Svicns,
Limt o Stoten Credt Caty 32006 XHAEIONX el 1. B00-XXK JOOKK,

Plaasy sond biling inquies and camaspondence ta
By B XKXX, ATytoan, Aqystate XXXXK

Notice of Changes to Your Intarest Rates

You have tiggered the Penalty APR of 28.98%. ‘This change will impact your account as follows:
Transactions roade an.or.after 4/8112: As of 5/10/12, the Penaity APR will apply to these

| ransactions. We may keep the APR at this level uﬂefmbly

Transactions made befare 4912 Curent rates will continue 10 apply to these transactions.
Hawever, if you become more than 60 days Jate on your ascount, the Penalty APR will apply ta
those transactions as well,

Trane Oate  Post Date Wﬂnmﬂmu&ﬂ
W PrrThank
- . b

202 Stove 93 ' 5206
ek Siere ¥ 2m
555418607 05R0YDOX U2 S ® 5463
S5E3ZIBOSOCTWE0MG 208 Store $435%
034830 705LY MRPTAL el Store 35 3738
554391561 MOKOSHD 278 Store #6 435
B419ITBT7BASAKO I 2% Store &7 £235
895543581581 834KOH W8 Fired Stors ¥ s7.68
14715881834 503AMKY, *AS 17 Store 39 34.70
2564854 135185LKDFID €y 228 Store 910 $2.87
555428187905RAS00X an az Stom ¥ 5378
17810541 7841045784 ! 3% Stare 2 $235
84581521567181808A E) ma Store $13 5292
{iransacticns continyad o text page}
NOTICE: SEE REVERSE SIDE FOR MPORTANT INFORMATION
ool
ok B POBLA i it Pt
Account Numbar: XXXX XXXX KXRX XXXX
New Balance 965
Mirkmiam Payenerd Due 510,00
Payoont us Dats 20N
hiesthmopertivoniud i AMOUNT ENCLOSED: |9 |
XXX Bank
P.O. Bax XXX

Arytown, Arystate XXXXX

Iilsdembondtmbis [RAPRR TR R AT SN 11

uthiianitedbvdnstubd bbb mldvhaininln
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G-18(G) Periodic Statement Form ( contd.)

XXX Bank Cradit Card Account Statement Pagw 1l 2
Account Number XXXX XXXX XXXX XXXX
February 21, 2012 to March 22, 2012

YTransactions (cont.}

i Ruference Numbe T Date  Post Date Desoription of Traneaction or Crac Amount
i B :
DE2154BISFDAMIT 23 p iz iaie Foo 3500
S54156156470JSNDS ¥R plo23 hinirma Charps $28%
TOYAL FEES FOR THIS PERIOD 33700
R : InkrodtChaeged T i :
Interest Charge on Purchases $0.00
intermsl Charge on Cash Atvancos 50,00
TOTAL INTEREST FOR TMIS PERIOD 3000
LoD 20N Totels aweto-Date o]
| Total fews charged fn 2012
| Totsl interest charged in 2012

intergst Chaege Calculation

| Your Al

Balunce Transiers 0.00% $0.00 $6.00

BILLING CODE 6210-01-C G-18(H)—Deferred Interest Periodic
Statement Clause

[You must pay your promotional balance
in full by [date] to avoid paying accrued
interest charges.]

BILLING CODE 6210-01-P

Form G-19 Checks Accessing a Credit Card Sample

G-19 Checks Accessing a Credit Card Sample

Interest and Fee information

APR for Check 1.7% (Promotional APR through your November 2012 billing cycie)
Transactions
;ﬁegrgr;‘wember 2012, you will be charged the APR for Cash Advances, cumently
1. .
Use by Date You must use the check by 4/1/12 for the promotional APR to apply. If you usethe

check alter that date, we may still honor the check but you will not receive the
promotional APR. Instead, the standard APR for Cash Advances will apply.

Fee Efther $5 or 3% of the amotst of each transaction, whichever is greater.

Paying Interest We will begin charging interest on these checks on the transaction date.
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Form G-20 Change- in- Terms Sample (Increase in Annual Percentage Rate)

G-20 Change-in-Terms Sample (Increase in Annual Percentage Rate)

Important Changes to Your Account Terms

Tha foilowing it 3 summary of changes that a0 baing rrade to your account lems. For nire detailed infarmation, plesss
refor 1o ths bookiel enclosed with this statemant.

These changes will impact your acoount as follows:

I@MMMM Asof 8102, eny changss to APRs described balow will apply to thess

Transasicosmade bafere 412 Current APRs will continue 10 apply to thess ransactions.
. B 25 In this carse, any changes to APRs described below

Form G-21 Change-in-Terms Sample (Increase in Fees)

G-21 Change-in-Terms Sample (Increase in Fees)

|

important Changes te¢ Your Account Terms

The fcowingis a summery of chamges that are baing imade to your sccoint terms. These changes will take effect on
51012, For more detailed information, pieass refer to the bookiet enciossd with this statement.

You have the right to reject these changes, unless you bacame more than 60 days late on your account. However, if you
40 refect these changes you will not be able 106 Use your account for new fransachions. You can reject tha changes by
calling us at 1-BO0-XX%-X¥XX,

Late Payment Fee 532 #f your balance & less than orequal t0 51,000,
538 if your balance is more than $1,000

Returned Payment Fee 539
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Form G-22 Penalty Rate Increase Sample (Payment 60 or Fewer Days Late)

G-22 Penalty Rate Increase Sample (Pavment 60 or Fewer Days Late)

Notice of Laarges (o oy’

intgrest Rates

You have triggered the Penalty APR of 28.99%. This change will impact your acoount as follows:
12: As of 5/10/12, the Penalty APR will apply to these

k§

Jransactions made on or after 40/12:
transactions. We may keep the APR at this level indefinitely.

g 479712 Cutrent rates will continue 10 apply to these transactions,
However l'youbecmnmthanwdayslateonyouraccount,memnyAPmeapplym
those transactions as wesl,

Form G-23 Penalty Rate Increase Sample (Payment More Than 60 Days Late)

G-23 Penal

Rate Increase Sample

MNctice of Thannes t

You have triggered the Penalty APR of 28.99% because we did nof receive your minimum
payment within 60 days of the due date. As of ¥10/12, the Penaity APR will apply to all existing
balanves and new transactions on your account

ment More Than 60 Days Late

if you make six consecutive minimum payments starting with your first payment due after 510712,
your rate for transactions made before 4/8/12 will return to the Standard APR. If you do not make
these six consecutive minimum payments, we may leep the Penaity APR on your account

BILLING CODE 6210-01-C

G-24—Deferred Interest Offer Clauses

(a) For Credit Card Accounts Under an
Open-End (Not Home-Secured) Consumer
Credit Plan

[Interest will be charged to your account
from the purchase date if the purchase
balance is not paid in full within the/by
[deferred interest period/date] or if you make
a late payment.]

(b) For Other Open-End Plans

[Interest will be charged to your account
from the purchase date if the purchase
balance is not paid in full within the/by
[deferred interest period/date] or if your
account is otherwise in default.]

G-25(A)—Consent Form for Over-the-Credit
Limit Transactions

Your choice regarding over-the-credit limit
coverage

Unless you tell us otherwise, we will
decline any transaction that causes you to go
over your credit limit. If you want us to
authorize these transactions, you can request
over-the-credit limit coverage.

If you have over-the-credit limit coverage
and you go over your credit limit, we will
charge you a fee of $XX and may increase
your APRs to the Penalty APR of XX.XX%.
You will only pay one fee per billing cycle,
even if you go over your limit multiple times
in the same cycle.

Even if you request over-the-credit limit
coverage, in some cases we may still decline
a transaction that would cause you to go over
your limit, such as if you are past due or
significantly over your credit limit.

If you want over-the-limit coverage and to
allow us to authorize transactions that go
over your credit limit, please:

—Call us at [telephone number];

—Visit [Web site]; or

—~Check or initial the box below, and return
the form to us at [address].

_I'want over-the-limit coverage. I
understand that if I go over my credit limit,
I will be charged a fee of $ and my APRs
may be increased. [I have the right to cancel
this coverage at any time.]

[ Tdo not want over-the-limit coverage.
I understand that transactions that exceed my
credit limit will not be authorized.]

Printed Name:

Date:

[Account Number]:

G-25(B)—Revocation Notice for Periodic
Statement Regarding Over-the-Credit Limit
Transactions

You currently have over-the-credit limit
coverage on your account, which means that
we pay transactions that cause you go to over
your credit limit. If you do go over your
credit limit, we will charge you a fee of $XX
and your APRs may be increased. To remove
over-the-credit-limit coverage from your
account, call us at 1-800-xxxxxXxX or visit
[insert Web site]. [You may also write us at:
[insert address].]

[You may also check or initial the box
below and return this form to us at: [insert
address].]

_I'want to cancel over-the-limit coverage
for my account.

Printed Name:

Date:

[Account Number]:

m 23. Appendix H to part 226 is
amended by revising the table of
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contents, and adding new forms H-
17(A) and H-17(B) to read as follows:

Appendix H to Part 226—Closed-End
Model Forms and Clauses

H-1 Credit Sale Model Form (§ 226.18)

H-2 Loan Model Form (§226.18)

H-3 Amount Financed Itemization Model
Form (§226.18(c))

H-4(A) Variable-Rate Model Clauses
(§ 226.18(f)(1))

H-4(B) Variable-Rate Model Clauses
(§ 226.18(f)(2))

H-4(C) Variable-Rate Model Clauses
(§226.19(b))

H-4(D) Variable-Rate Model Clauses
(§ 226.20(c))

H-5 Demand Feature Model Clauses
(§ 226.18(1))

H-6 Assumption Policy Model Clause
(§226.18(q))

H-7 Required Deposit Model Clause
(§ 226.18(1))

H-8 Rescission Model Form (General)
(§226.23)

H-9 Rescission Model Form (Refinancing
(with Original Creditor)) (§ 226.23)

H-10 Credit Sale Sample

H-11 Installment Loan Sample

H-12 Refinancing Sample

H-13 Mortgage with Demand Feature
Sample

H-14 Variable-Rate Mortgage Sample
(§226.19(b))

H-15 Graduated-Payment Mortgage Sample

H-16 Mortgage Sample

H-17(A) Debt Suspension Model Clause

H-17(B) Debt Suspension Sample

* * * * *

H-17(A) Debt Suspension Model Clause

Please enroll me in the optional [insert
name of program], and bill my account the
fee of [insert charge for the initial term of
coverage]. I understand that enrollment is not
required to obtain credit. I also understand
that depending on the event, the protection
may only temporarily suspend my duty to
make minimum payments, not reduce the
balance I owe. I understand that my balance
will actually grow during the suspension
period as interest continues to accumulate.

[To Enroll, Sign Here]/[To Enroll, Initial
Here]. X

H-17(B) Debt Suspension Sample

Please enroll me in the optional [name of
program], and bill my account the fee of
$200.00. I understand that enrollment is not
required to obtain credit. I also understand
that depending on the event, the protection
may only temporarily suspend my duty to
make minimum payments, not reduce the
balance I owe. I understand that my balance
will actually grow during the suspension
period as interest continues to accumulate.

To Enroll, Initial Here.

X

m 24. Appendix M1 is added to part 226
to read as follows:

Appendix M1 to Part 226—Repayment
Disclosures

(a) Definitions. (1) “Promotional terms”
means terms of a cardholder’s account that

will expire in a fixed period of time, as set
forth by the card issuer.

(2) “Deferred interest or similar plan”
means a plan where a consumer will not be
obligated to pay interest that accrues on
balances or transactions if those balances or
transactions are paid in full prior to the
expiration of a specified period of time.

(b) Calculating minimum payment
repayment estimates. (1) Minimum payment
formulas. When calculating the minimum
payment repayment estimate, card issuers
must use the minimum payment formula(s)
that apply to a cardholder’s account. If more
than one minimum payment formula applies
to an account, the issuer must apply each
minimum payment formula to the portion of
the balance to which the formula applies. In
this case, the issuer must disclose the longest
repayment period calculated. For example,
assume that an issuer uses one minimum
payment formula to calculate the minimum
payment amount for a general revolving
feature, and another minimum payment
formula to calculate the minimum payment
amount for special purchases, such as a “club
plan purchase.” Also, assume that based on
a consumer’s balances in these features and
the annual percentage rates that apply to
such features, the repayment period
calculated pursuant to this Appendix for the
general revolving feature is 5 years, while the
repayment period calculated for the special
purchase feature is 3 years. This issuer must
disclose 5 years as the repayment period for
the entire balance to the consumer. If any
promotional terms related to payments apply
to a cardholder’s account, such as a deferred
billing plan where minimum payments are
not required for 12 months, card issuers may
assume no promotional terms apply to the
account. For example, assume that a
promotional minimum payment of $10
applies to an account for six months, and
then after the promotional period expires, the
minimum payment is calculated as 2 percent
of the outstanding balance on the account or
$20 whichever is greater. An issuer may
assume during the promotional period that
the $10 promotional minimum payment does
not apply, and instead calculate the
minimum payment disclosures based on the
minimum payment formula of 2 percent of
the outstanding balance or $20, whichever is
greater. Alternatively, during the promotional
period, an issuer in calculating the minimum
payment repayment estimate may apply the
promotional minimum payment until it
expires and then apply the minimum
payment formula that applies after the
promotional minimum payment expires. In
the above example, an issuer could calculate
the minimum payment repayment estimate
during the promotional period by applying
the $10 promotional minimum payment for
the first six months and then applying the 2
percent or $20 (whichever is greater)
minimum payment formula after the
promotional minimum payment expires. In
calculating the minimum payment
repayment estimate during a promotional
period, an issuer may not assume that the
promotional minimum payment will apply
until the outstanding balance is paid off by
making only minimum payments (assuming
the repayment estimate is longer than the

promotional period). In the above example,
the issuer may not calculate the minimum
payment repayment estimate during the
promotional period by assuming that the $10
promotional minimum payment will apply
beyond the six months until the outstanding
balance is repaid.

(2) Annual percentage rate. When
calculating the minimum payment
repayment estimate, a card issuer must use
the annual percentage rates that apply to a
cardholder’s account, based on the portion of
the balance to which the rate applies. If any
promotional terms related to annual
percentage rates apply to a cardholder’s
account, other than deferred interest or
similar plans, a card issuer in calculating the
minimum payment repayment estimate
during the promotional period must apply
the promotional annual percentage rate(s)
until it expires and then must apply the rate
that applies after the promotional rate(s)
expires. If the rate that applies after the
promotional rate(s) expires is a variable rate,
a card issuer must calculate that rate based
on the applicable index or formula. This
variable rate is accurate if it was in effect
within the last 30 days before the minimum
payment repayment estimate is provided. For
deferred interest plans or similar plans, if
minimum payments under the deferred
interest or similar plan will repay the
balances or transactions in full prior to the
expiration of the specified period of time, a
card issuer must assume that the consumer
will not be obligated to pay the accrued
interest. This means, in calculating the
minimum payment repayment estimate, the
card issuer must apply a zero percent annual
percentage rate to the balance subject to the
deferred interest or similar plan. If, however,
minimum payments under the deferred
interest plan or similar plan may not repay
the balances or transactions in full prior to
the expiration of the specified period of time,
a card issuer must assume that a consumer
will not repay the balances or transactions in
full prior to the expiration of the specified
period of time and thus the consumer will be
obligated to pay the accrued interest. This
means, in calculating the minimum payment
repayment estimate, the card issuer must
apply the annual percentage rate at which
interest is accruing to the balance subject to
the deferred interest or similar plan.

(3) Beginning balance. When calculating
the minimum payment repayment estimate, a
card issuer must use as the beginning balance
the outstanding balance on a consumer’s
account as of the closing date of the last
billing cycle. When calculating the minimum
payment repayment estimate, a card issuer
may round the beginning balance as
described above to the nearest whole dollar.

(4) Assumptions. When calculating the
minimum payment repayment estimate, a
card issuer for each of the terms below, may
either make the following assumption about
that term, or use the account term that
applies to a consumer’s account.

(i) Only minimum monthly payments are
made each month. In addition, minimum
monthly payments are made each month—for
example, a debt cancellation or suspension
agreement, or skip payment feature does not
apply to the account.
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(ii) No additional extensions of credit are
obtained, such as new purchases,
transactions, fees, charges or other activity.
No refunds or rebates are given.

(iii) The annual percentage rate or rates
that apply to a cardholder’s account will not
change, through either the operation of a
variable rate or the change to a rate, except
as provided in paragraph (b)(2) of this
Appendix. For example, if a penalty annual
percentage rate currently applies to a
consumer’s account, a card issuer may
assume that the penalty annual percentage
rate will apply to the consumer’s account
indefinitely, even if the consumer may
potentially return to a non-penalty annual
percentage rate in the future under the
account agreement.

(iv) There is no grace period.

(v) The final payment pays the account in
full (i.e., there is no residual finance charge
after the final month in a series of payments).

(vi) The average daily balance method is
used to calculate the balance.

(vii) All months are the same length and
leap year is ignored. A monthly or daily
periodic rate may be assumed. If a daily
periodic rate is assumed, the issuer may
either assume (1) a year is 365 days long, and
all months are 30.41667 days long, or (2) a
year is 360 days long, and all months are 30
days long.

(viii) Payments are credited either on the
last day of the month or the last day of the
billing cycle.

(ix) Payments are allocated to lower annual
percentage rate balances before higher annual
percentage rate balances.

(x) The account is not past due and the
account balance does not exceed the credit
limit.

(xi) When calculating the minimum
payment repayment estimate, the assumed
payments, current balance and interest
charges for each month may be rounded to
the nearest cent, as shown in Appendix M2
to this part.

(5) Tolerance. A minimum payment
repayment estimate shall be considered
accurate if it is not more than 2 months above
or below the minimum payment repayment
estimate determined in accordance with the
guidance in this Appendix (prior to rounding
described in §226.7(b)(12)(i)(B) and without
use of the assumptions listed in paragraph
(b)(4) of this Appendix to the extent a card
issuer chooses instead to use the account
terms that apply to a consumer’s account).
For example, assume the minimum payment
repayment estimate calculated using the
guidance in this Appendix is 28 months (2
years, 4 months), and the minimum payment
repayment estimate calculated by the issuer
is 30 months (2 years, 6 months). The
minimum payment repayment estimate
should be disclosed as 2 years, due to the
rounding rule set forth in § 226.7(b)(12)(i)(B).
Nonetheless, based on the 30-month
estimate, the issuer disclosed 3 years, based
on that rounding rule. The issuer would be
in compliance with this guidance by
disclosing 3 years, instead of 2 years, because
the issuer’s estimate is within the 2 months’
tolerance, prior to rounding. In addition,
even if an issuer’s estimate is more than 2
months above or below the minimum

payment repayment estimate calculated
using the guidance in this Appendix, so long
as the issuer discloses the correct number of
years to the consumer based on the rounding
rule set forth in § 226.7(b)(12)(i)(B), the issuer
would be in compliance with this guidance.
For example, assume the minimum payment
repayment estimate calculated using the
guidance in this Appendix is 32 months (2
years, 8 months), and the minimum payment
repayment estimate calculated by the issuer
is 38 months (3 years, 2 months). Under the
rounding rule set forth in § 226.7(b)(12)(i)(B),
both of these estimates would be rounded
and disclosed to the consumer as 3 years.
Thus, if the issuer disclosed 3 years to the
consumer, the issuer would be in compliance
with this guidance even though the
minimum payment repayment estimate
calculated by the issuer is outside the 2
months’ tolerance amount.

(c) Calculating the minimum payment total
cost estimate. When calculating the
minimum payment total cost estimate, a card
issuer must total the dollar amount of the
interest and principal that the consumer
would pay if he or she made minimum
payments for the length of time calculated as
the minimum payment repayment estimate
under paragraph (b) of this Appendix. The
minimum payment total cost estimate is
deemed to be accurate if it is based on a
minimum payment repayment estimate that
is within the tolerance guidance set forth in
paragraph (b)(5) of this Appendix. For
example, assume the minimum payment
repayment estimate calculated using the
guidance in this Appendix is 28 months (2
years, 4 months), and the minimum payment
repayment estimate calculated by the issuer
is 30 months (2 years, 6 months). The
minimum payment total cost estimate will be
deemed accurate even if it is based on the 30
month estimate for length of repayment,
because the issuer’s minimum payment
repayment estimate is within the 2 months’
tolerance, prior to rounding. In addition,
assume the minimum payment repayment
estimate calculated under this Appendix is
32 months (2 years, 8 months), and the
minimum payment repayment estimate
calculated by the issuer is 38 months (3
years, 2 months). Under the rounding rule set
forth in § 226.7(b)(12)(i)(B), both of these
estimates would be rounded and disclosed to
the consumer as 3 years. If the issuer based
the minimum payment total cost estimate on
38 months (or any other minimum payment
repayment estimate that would be rounded to
3 years), the minimum payment total cost
estimate would be deemed to be accurate.

(d) Calculating the estimated monthly
payment for repayment in 36 months. (1) In
general. When calculating the estimated
monthly payment for repayment in 36
months, a card issuer must calculate the
estimated monthly payment amount that
would be required to pay off the outstanding
balance shown on the statement within 36
months, assuming the consumer paid the
same amount each month for 36 months.

(2) Weighted annual percentage rate. In
calculating the estimated monthly payment
for repayment in 36 months, an issuer may
use a weighted annual percentage rate that is
based on the annual percentage rates that

apply to a cardholder’s account and the
portion of the balance to which the rate
applies, as shown in Appendix M2 to this
part. If a card issuer uses a weighted annual
percentage rate and any promotional terms
related to annual percentage rates apply to a
cardholder’s account, other than deferred
interest plans or similar plans, in calculating
the weighted annual percentage rate, the
issuer must calculate a weighted average of
the promotional rate and the rate that will
apply after the promotional rate expires
based on the percentage of 36 months each
rate will apply, as shown in Appendix M2 to
this part. For deferred interest plans or
similar plans, if minimum payments under
the deferred interest or similar plan will
repay the balances or transactions in full
prior to the expiration of the specified period
of time, if a card issuer uses a weighted
annual percentage rate, the card issuer must
assume that the consumer will not be
obligated to pay the accrued interest. This
means, in calculating the weighted annual
percentage rate, the card issuer must apply a
zero percent annual percentage rate to the
balance subject to the deferred interest or
similar plan. If, however, minimum
payments under the deferred interest plan or
similar plan may not repay the balances or
transactions in full prior to the expiration of
the specified period of time, a card issuer in
calculating the weighted annual percentage
rate must assume that a consumer will not
repay the balances or transactions in full
prior to the expiration of the specified period
of time and thus the consumer will be
obligated to pay the accrued interest. This
means, in calculating the weighted annual
percentage rate, the card issuer must apply
the annual percentage rate at which interest
is accruing to the balance subject to the
deferred interest or similar plan. A card
issuer may use a method of calculating the
estimated monthly payment for repayment in
36 months other than a weighted annual
percentage rate, so long as the calculation
results in the same payment amount each
month and so long as the total of the
payments would pay off the outstanding
balance shown on the periodic statement
within 36 months.

(3) Assumptions. In calculating the
estimated monthly payment for repayment in
36 months, a card issuer must use the same
terms described in paragraph (b) of this
Appendix, as appropriate.

(4) Tolerance. An estimated monthly
payment for repayment in 36 months shall be
considered accurate if it is not more than 10
percent above or below the estimated
monthly payment for repayment in 36
months determined in accordance with the
guidance in this Appendix (after rounding
described in § 226.7(b)(12)(1)(F)(1)(1)).

(e) Calculating the total cost estimate for
repayment in 36 months. When calculating
the total cost estimate for repayment in 36
months, a card issuer must total the dollar
amount of the interest and principal that the
consumer would pay if he or she made the
estimated monthly payment calculated under
paragraph (d) of this Appendix each month
for 36 months. The total cost estimate for
repayment in 36 months shall be considered
accurate if it is based on the estimated
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monthly payment for repayment in 36
months that is calculated in accordance with
paragraph (d) of this Appendix.

(f) Calculating the savings estimate for
repayment in 36 months. When calculating
the saving estimate for repayment in 36
months, a card issuer must subtract the total
cost estimate for repayment in 36 months
calculated under paragraph (e) of this
Appendix (rounded to the nearest whole
dollar as set forth in
§226.7(b)(12)(1)(F)(1)(iii)) from the minimum
payment total cost estimate calculated under
paragraph (c) of this Appendix (rounded to
the nearest whole dollar as set forth in
§226.7(b)(12)(i)(C)). The savings estimate for
repayment in 36 months shall be considered
accurate if it is based on the total cost
estimate for repayment in 36 months that is
calculated in accordance with paragraph (e)
of this Appendix and the minimum payment
total cost estimate calculated under
paragraph (c) of this Appendix.

m 24a. Appendix M2 is added to part
226 to read as follows:

Appendix M2 to Part 226—Sample
Calculations of Repayment Disclosures

The following is an example of how to
calculate the minimum payment repayment
estimate, the minimum payment total cost
estimate, the estimated monthly payment for
repayment in 36 months, the total cost
estimate for repayment in 36 months, and the
savings estimate for repayment in 36 months
using the guidance in Appendix M1 to this
part where three annual percentage rates
apply (where one of the rates is a
promotional APR), the total outstanding
balance is $1000, and the minimum payment
formula is 2 percent of the outstanding
balance or $20, whichever is greater. The
following calculation is written in SAS code.

data one;

/*

Note: pmt01 = estimated monthly payment to
repay balance in 36 months sumpmts36
= sum of payments for repayment in 36
months

month = number of months to repay total
balance if making only minimum
payments

pmt = minimum monthly payment

fc = monthly finance charge

sumpmts = sum of payments for minimum
payments

*/

* inputs;

* annual percentage rates; apr1=0.0;
apr2=0.17; apr3=0.21; * insert in
ascending order;

* outstanding balances; cbal1=500;
cbal2=250; cbal3=250;

* dollar minimum payment; dmin=20;

* percent minimum payment; pmin=0.02; *
(0.02+perrate);

* promotional rate information;

* Jast month for promotional rate; expm=6;
* = 0 if no promotional rate;

* regular rate; rrate=.17; * = 0 if no
promotional rate;

array apr(3); array perrate(3);
days=365/12; * calculate days in month;

* calculate estimated monthly payment to
pay off balances in 36 months, and total
cost of repaying balance in 36 months;

array xperrate(3);

do I=1 to 3;

xperrate(I)=(apr(I)/365)*days; * calculate
periodic rate;

end;

if expm gt 0 then xperratela=(expm/
36)*xperrate1+(1-(expm/36))*(rrate/
365)*days; else xperratela=xperratel;

tbal=cbal1+cbal2+cbal3;

perrate36=(cbal1*xperratela+
cbal2*xperrate2+cbal3*xperrate3)/
(cbal1+cbal2+cbal3);

* months to repay; dmonths=36;

* initialize counters for sum of payments for
repayment in 36 months; Sumpmts36=0;

pvaf=(1-(1+perrate36)* *-dmonths)/perrate36;
* calculate present value of annuity
factor;

pmt0l=round(tbal/pvaf,0.01); * calculate
monthly payment for designated number
of months;

sumpmts36 = pmt01 * 36;

* calculate time to repay and total cost of
making minimum payments each month;

* initialize counter for months, and sum of
payments;

month=0;

sumpmts=0;

do I=1to 3;

perrate(I)=(apr(I)/365)*days; * calculate
periodic rate;

end;

put perratel=perrate2=perrate3=;

eins:

month=month+1; * increment month
counter;

pmt=round(pmin*tbal,0.01); * calculate
payment as percentage of balance;

if month ge expm and expm ne 0 then
perratel=(rrate/365)*days;

if pmt It dmin then pmt=dmin; * set dollar
minimum payment;

array xxxbal(3); array cbal(3);

do I=1 to 3;

xxxbal(I)=round(cbal(I)*(1+perrate(I)),0.01);

end;

fc=xxxbal1+xxxbal2+xxxbal3 — tbal;

if pmt gt (tbal+fc) then do;

do I=1 to 3;

if cbal(I) gt 0 then
pmt=round(cbal(I)*(1+perrate(I)),0.01); *
set final payment amount;

end;

end;

if pmt le xxxbal1 then do;

cbal1=xxxbal1l — pmt;

cbal2=xxxbal2;

cbal3=xxxbal3;

end;

if pmt gt xxxbal1 and xxxbal2 gt 0 and pmt
le (xxxbal1+xxxbal2) then do;

cbal2=xxxbal2 — (pmt — xxxbal1);

cbal1=0;

cbal3=xxxbal3;

end;

if pmt gt xxxbal2 and xxxbal3 gt 0 then do;

cbal3=xxxbal3 — (pmt — xxxbal1 — xxxbal2);

cbal2=0;

end;

sumpmts=sumpmts+pmt; * increment sum of
payments;

tbal=cbal1+cbal2+cbal3; * calculate new total
balance;

* print month, balance, payment amount,
and finance charge;

put month=tbal=cbal1=cbal2=cbal3=pmt=
fc=;

if tbal gt 0 then go to eins; * go to next month
if balance is greater than zero;

* initialize total cost savings;

savtot=0;

savtot= round(sumpmts,1)—round
(sumpmts36,1);

* print number of months to repay debt if
minimum payments made, final balance
(zero), total cost if minimum payments
made, estimated monthly payment for
repayment in 36 months, total cost for
repayment in 36 months, and total
savings if repaid in 36 months;

put title=*";

put title="number of months to repay debt if
minimum payment made, final balance,
total cost if minimum payments made,
estimated monthly payment for
repayment in 36 months, total cost for
repayment in 36 months, and total
savings if repaid in 36 months’;

put month=tbal=sumpmts=pmt01=
sumpmts36=savtot=;

put title=*";

run;

m 25. In Supplement I to Part 226:

m A. Revise the Introduction.

m B. Revise Subpart A.

m C. In Subpart B, revise sections 226.5
and 226.5a and sections 226.6 through
226.14 and section 226.16.

m D. Under Section 226.5b—
Requirements for Home-equity Plans,
under 5b(a) Form of Disclosures, under
5b(a)(1) General, paragraph 1. is revised.
m E. Under Section 226.5b—
Requirements for Home-equity Plans,
under 5b(f) Limitations on Home-equity
Plans, under 5b(f)(3)(vi), paragraph 4. is
revised.

m F. Under Section 226.26—Use of
Annual Percentage Rate in Oral
Disclosures, under 26(a) Open-end
credit., paragraph 1. is revised.

m G. Under Section 226.27—Language of
Disclosures, paragraph 1. is revised.

m H. Under Section 226.28—Effect on
State Laws, under 28(a) Inconsistent
disclosure requirements., paragraph 6. is
revised.

m 1. Under Section 226.30—Limitation
on Rates, paragraph 8. is revised and
paragraph 13. is removed.

m J. Add a new Subpart G, consisting of
sections 226.51 through 226.58.

m K. Revise Appendix F.

m L. Amend Appendix G by revising
paragraphs 1. through 3. and 5. and 6.,
and adding paragraphs 8. through 12.

m M. Remove the References paragraph
at the end of sections 226.1, 226.2,
226.3, 226.4, 226.5, 226.6, 226.7, 226.8,
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226.9, 226.10, 226.11, 226.12, 226.13,
226.14, 226.16, and Appendix F.

The additions and revisions read as
follows:

Supplement I to Part 226—Official Staff
Interpretations

Introduction

1. Official status. This commentary is the
vehicle by which the staff of the Division of
Consumer and Community Affairs of the
Federal Reserve Board issues official staff
interpretations of Regulation Z. Good faith
compliance with this commentary affords
protection from liability under 130(f) of the
Truth in Lending Act. Section 130(f) (15
U.S.C. 1640) protects creditors from civil
liability for any act done or omitted in good
faith in conformity with any interpretation
issued by a duly authorized official or
employee of the Federal Reserve System.

2. Procedure for requesting interpretations.
Under appendix C of the regulation, anyone
may request an official staff interpretation.
Interpretations that are adopted will be
incorporated in this commentary following
publication in the Federal Register. No
official staff interpretations are expected to
be issued other than by means of this
commentary.

3. Rules of construction. (a) Lists that
appear in the commentary may be exhaustive
or illustrative; the appropriate construction
should be clear from the context. In most
cases, illustrative lists are introduced by
phrases such as “including, but not limited
to,” “among other things,” “for example,” or
“such as.”

(b) Throughout the commentary, reference
to “this section” or “this paragraph” means
the section or paragraph in the regulation
that is the subject of the comment.

4. Comment designations. Each comment
in the commentary is identified by a number
and the regulatory section or paragraph
which it interprets. The comments are
designated with as much specificity as
possible according to the particular
regulatory provision addressed. For example,
some of the comments to § 226.18(b) are
further divided by subparagraph, such as
comment 18(b)(1)-1 and comment 18(b)(2)—
1. In other cases, comments have more
general application and are designated, for
example, as comment 18—1 or comment
18(b)—1. This introduction may be cited as
comments I-1 through I-4. Comments to the
appendices may be cited, for example, as
comment app. A-1.

Subpart A—General

Section 226.1—Authority, Purpose,
Coverage, Organization, Enforcement
and Liability

1(c) Coverage.

1. Foreign applicability. Regulation Z
applies to all persons (including branches of
foreign banks and sellers located in the
United States) that extend consumer credit to
residents (including resident aliens) of any
state as defined in § 226.2. If an account is
located in the United States and credit is
extended to a U.S. resident, the transaction
is subject to the regulation. This will be the

case whether or not a particular advance or
purchase on the account takes place in the
United States and whether or not the
extender of credit is chartered or based in the
United States or a foreign country. For
example, if a U.S. resident has a credit card
account located in the consumer’s state
issued by a bank (whether U.S. or foreign-
based), the account is covered by the
regulation, including extensions of credit
under the account that occur outside the
United States. In contrast, if a U.S. resident
residing or visiting abroad, or a foreign
national abroad, opens a credit card account
issued by a foreign branch of a U.S. bank, the
account is not covered by the regulation.

1(d) Organization.

Paragraph 1(d)(1).

1. [Reserved].

Paragraph 1(d)(2).

1. [Reserved].

Paragraph 1(d)(3).

1. Effective date. The Board’s amendments
to Regulation Z published on May 19, 2009
apply to covered loans (including refinance
loans and assumptions considered new
transactions under § 226.20) for which the
creditor receives an application on or after
July 30, 2009.

Paragraph 1(d)(4).

1. [Reserved].

Paragraph 1(d)(5).

1. Effective dates. The Board’s revisions
published on July 30, 2008 (the “final rules”)
apply to covered loans (including refinance
loans and assumptions considered new
transactions under § 226.20) for which the
creditor receives an application on or after
October 1, 2009, except for the final rules on
advertising, escrows, and loan servicing. But
see comment 1(d)(3)-1. The final rules on
escrow in § 226.35(b)(3) are effective for
covered loans (including refinancings and
assumptions in § 226.20) for which the
creditor receives an application on or after
April 1, 2010; but for such loans secured by
manufactured housing on or after October 1,
2010. The final rules applicable to servicers
in § 226.36(c) apply to all covered loans
serviced on or after October 1, 2009. The
final rules on advertising apply to
advertisements occurring on or after October
1, 2009. For example, a radio ad occurs on
the date it is first broadcast; a solicitation
occurs on the date it is mailed to the
consumer. The following examples illustrate
the application of the effective dates for the
final rules.

i. General. A refinancing or assumption as
defined in § 226.20(a) or (b) is a new
transaction and is covered by a provision of
the final rules if the creditor receives an
application for the transaction on or after that
provision’s effective date. For example, if a
creditor receives an application for a
refinance loan covered by § 226.35(a) on or
after October 1, 2009, and the refinance loan
is consummated on October 15, 2009, the
provision restricting prepayment penalties in
§ 226.35(b)(2) applies. However, if the
transaction were a modification of an existing
obligation’s terms that does not constitute a
refinance loan under § 226.20(a), the final
rules, including for example the restriction
on prepayment penalties, would not apply.

ii. Escrows. Assume a consumer applies for
a refinance loan to be secured by a dwelling

(that is not a manufactured home) on March
15, 2010, and the loan is consummated on
April 2, 2010. The escrow rule in
§226.35(b)(3) does not apply.

iii. Servicing. Assume that a consumer
applies for a new loan on August 1, 2009.
The loan is consummated on September 1,
2009. The servicing rules in § 226.36(c) apply
to the servicing of that loan as of October 1,
2009.

Paragraph 1(d)(6).

1. Mandatory compliance dates.
Compliance with the Board’s revisions to
Regulation Z published on August 14, 2009
is mandatory for private education loans for
which the creditor receives an application on
or after February 14, 2010. Compliance with
the final rules on co-branding in § § 226.48(a)
and (b) is mandatory for marketing occurring
on or after February 14, 2010. Compliance
with the final rules is optional for private
education loan transactions for which an
application was received prior to February
14, 2010, even if consummated after the
mandatory compliance date.

2. Optional compliance. A creditor may, at
its option, provide the approval and final
disclosures required under §§ 226.47(b) or (c)
for private education loans where an
application was received prior to the
mandatory compliance date. If the creditor
opts to provide the disclosures, the creditor
must also comply with the applicable timing
and other rules in §§226.46 and 226.48
(including providing the consumer with the
30-day acceptance period under § 226.48(c),
and the right to cancel under § 226.48(d)).
For example if the creditor receives an
application on January 25, 2010 and
approves the consumer’s application on or
after February 14, 2010, the creditor may, at
its option, provide the approval disclosures
under § 226.47(b), the final disclosures under
§226.47(c) and comply with the applicable
requirements §§ 226.46 and 226.48. The
creditor must also obtain the self-certification
form as required in § 226.48(e), if applicable.
Or, for example, if the creditor receives an
application on January 25, 2010 and
approves the consumer’s application before
February 14, 2010, the creditor may, at its
option, provide the final disclosure under
§226.47(c) and comply with the applicable
timing and other requirements of §§ 226.46
and 226.48, including providing the
consumer with the right to cancel under
§226.48(d). The creditor must also obtain the
self-certification form as required in
§226.48(e), if applicable.

Paragraph 1(d)(7).

1. [Reserved].

Section 226.2—Definitions and Rules of
Construction

2(a)(2) Advertisement.

1. Coverage. Only commercial messages
that promote consumer credit transactions
requiring disclosures are advertisements.
Messages inviting, offering, or otherwise
announcing generally to prospective
customers the availability of credit
transactions, whether in visual, oral, or print
media, are covered by Regulation Z (12 CFR
part 226).

i. Examples include:

A. Messages in a newspaper, magazine,
leaflet, promotional flyer, or catalog.



7850

Federal Register/Vol. 75, No. 34/Monday, February 22, 2010/Rules and Regulations

B. Announcements on radio, television, or
public address system.

C. Electronic advertisements, such as on
the Internet.

D. Direct mail literature or other printed
material on any exterior or interior sign.

E. Point of sale displays.

F. Telephone solicitations.

G. Price tags that contain credit
information.

H. Letters sent to customers or potential
customers as part of an organized solicitation
of business.

I. Messages on checking account
statements offering auto loans at a stated
annual percentage rate.

J. Communications promoting a new open-
end plan or closed-end transaction.

ii. The term does not include:

A. Direct personal contacts, such as follow-
up letters, cost estimates for individual
consumers, or oral or written communication
relating to the negotiation of a specific
transaction.

B. Informational material, for example,
interest-rate and loan-term memos,
distributed only to business entities.

C. Notices required by federal or state law,
if the law mandates that specific information
be displayed and only the information so
mandated is included in the notice.

D. News articles the use of which is
controlled by the news medium.

E. Market-research or educational materials
that do not solicit business.

F. Communications about an existing
credit account (for example, a promotion
encouraging additional or different uses of an
existing credit card account).

2. Persons covered. All persons must
comply with the advertising provisions in
§§226.16 and 226.24, not just those that meet
the definition of creditor in §226.2(a)(17).
Thus, home builders, merchants, and others
who are not themselves creditors must
comply with the advertising provisions of the
regulation if they advertise consumer credit
transactions. However, under section 145 of
the act, the owner and the personnel of the
medium in which an advertisement appears,
or through which it is disseminated, are not
subject to civil liability for violations.

2(a)(3) Reserved.

2(a)(4) Billing cycle or cycle.

1. Intervals. In open-end credit plans, the
billing cycle determines the intervals for
which periodic disclosure statements are
required; these intervals are also used as
measuring points for other duties of the
creditor. Typically, billing cycles are
monthly, but they may be more frequent or
less frequent (but not less frequent than
quarterly).

2. Creditors that do not bill. The term cycle
is interchangeable with billing cycle for
definitional purposes, since some creditors’
cycles do not involve the sending of bills in
the traditional sense but only statements of
account activity. This is commonly the case
with financial institutions when periodic
payments are made through payroll
deduction or through automatic debit of the
consumer’s asset account.

3. Equal cycles. Although cycles must be
equal, there is a permissible variance to
account for weekends, holidays, and

differences in the number of days in months.
If the actual date of each statement does not
vary by more than four days from a fixed
“day” (for example, the third Thursday of
each month) or “date” (for example, the 15th
of each month) that the creditor regularly
uses, the intervals between statements are
considered equal. The requirement that
cycles be equal applies even if the creditor
applies a daily periodic rate to determine the
finance charge. The requirement that
intervals be equal does not apply to the first
billing cycle on an open-end account (i.e., the
time period between account opening and
the generation of the first periodic statement)
or to a transitional billing cycle that can
occur if the creditor occasionally changes its
billing cycles so as to establish a new
statement day or date. (See comments
9(c)(1)-3 and 9(c)(2)-3.)

4. Payment reminder. The sending of a
regular payment reminder (rather than a late
payment notice) establishes a cycle for which
the creditor must send periodic statements.

2(a)(6) Business day.

1. Business function test. Activities that
indicate that the creditor is open for
substantially all of its business functions
include the availability of personnel to make
loan disbursements, to open new accounts,
and to handle credit transaction inquiries.
Activities that indicate that the creditor is not
open for substantially all of its business
functions include a retailer’s merely
accepting credit cards for purchases or a
bank’s having its customer-service windows
open only for limited purposes such as
deposits and withdrawals, bill paying, and
related services.

2. Rule for rescission, disclosures for
certain mortgage transactions, and private
education loans. A more precise rule for
what is a business day (all calendar days
except Sundays and the Federal legal
holidays specified in 5 U.S.C. 6103(a))
applies when the right of rescission, the
receipt of disclosures for certain dwelling-
secured mortgage transactions under
§§ 226.19(a)(1)(ii), 226.19(a)(2), 226.31(c), or
the receipt of disclosures for private
education loans under § 226.46(d)(4) is
involved. Four Federal legal holidays are
identified in 5 U.S.C. 6103(a) by a specific
date: New Year’s Day, January 1;
Independence Day, July 4; Veterans Day,
November 11; and Christmas Day, December
25. When one of these holidays (July 4, for
example) falls on a Saturday, Federal offices
and other entities might observe the holiday
on the preceding Friday (July 3). In cases
where the more precise rule applies, the
observed holiday (in the example, July 3) is
a business day.

2(a)(7) Card issuer.

1. Agent. An agent of a card issuer is
considered a card issuer. Because agency
relationships are traditionally defined by
contract and by state or other applicable law,
the regulation does not define agent. Merely
providing services relating to the production
of credit cards or data processing for others,
however, does not make one the agent of the
card issuer. In contrast, a financial institution
may become the agent of the card issuer if
an agreement between the institution and the
card issuer provides that the cardholder may

use a line of credit with the financial
institution to pay obligations incurred by use
of the credit card.

2(a)(8) Cardholder.

1. General rule. A cardholder is a natural
person at whose request a card is issued for
consumer credit purposes or who is a co-
obligor or guarantor for such a card issued to
another. The second category does not
include an employee who is a co-obligor or
guarantor on a card issued to the employer
for business purposes, nor does it include a
person who is merely the authorized user of
a card issued to another.

2. Limited application of regulation. For
the limited purposes of the rules on issuance
of credit cards and liability for unauthorized
use, a cardholder includes any person,
including an organization, to whom a card is
issued for any purpose—including a
business, agricultural, or commercial
purpose.

3. Issuance. See the commentary to
§226.12(a).

4. Dual-purpose cards and dual-card
systems. Some card issuers offer dual-
purpose cards that are for business as well as
consumer purposes. If a card is issued to an
individual for consumer purposes, the fact
that an organization has guaranteed to pay
the debt does not make it business credit. On
the other hand, if a card is issued for
business purposes, the fact that an individual
sometimes uses it for consumer purchases
does not subject the card issuer to the
provisions on periodic statements, billing-
error resolution, and other protections
afforded to consumer credit. Some card
issuers offer dual-card systems—that is, they
issue two cards to the same individual, one
intended for business use, the other for
consumer or personal use. With such a
system, the same person may be a cardholder
for general purposes when using the card
issued for consumer use, and a cardholder
only for the limited purposes of the
restrictions on issuance and liability when
using the card issued for business purposes.

2(a)(9) Cash price.

1. Components. This amount is a starting
point in computing the amount financed and
the total sale price under § 226.18 for credit
sales. Any charges imposed equally in cash
and credit transactions may be included in
the cash price, or they may be treated as
other amounts financed under § 226.18(b)(2).

2. Service contracts. Service contracts
include contracts for the repair or the
servicing of goods, such as mechanical
breakdown coverage, even if such a contract
is characterized as insurance under state law.

3. Rebates. The creditor has complete
flexibility in the way it treats rebates for
purposes of disclosure and calculation. (See
the commentary to § 226.18(b).)

2(a)(10) Closed-end credit.

1. General. The coverage of this term is
defined by exclusion. That is, it includes any
credit arrangement that does not fall within
the definition of open-end credit. Subpart C
contains the disclosure rules for closed-end
credit when the obligation is subject to a
finance charge or is payable by written
agreement in more than four installments.

2(a)(11) Consumer.

1. Scope. Guarantors, endorsers, and
sureties are not generally consumers for
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purposes of the regulation, but they may be
entitled to rescind under certain
circumstances and they may have certain
rights if they are obligated on credit card
plans.

2. Rescission rules. For purposes of
rescission under §§226.15 and 226.23, a
consumer includes any natural person whose
ownership interest in his or her principal
dwelling is subject to the risk of loss. Thus,
if a security interest is taken in A’s
ownership interest in a house and that house
is A’s principal dwelling, A is a consumer for
purposes of rescission, even if A is not liable,
either primarily or secondarily, on the
underlying consumer credit transaction. An
ownership interest does not include, for
example, leaseholds or inchoate rights, such
as dower.

3. Land trusts. Credit extended to land
trusts, as described in the commentary to
§226.3(a), is considered to be extended to a
natural person for purposes of the definition
of consumer.

2(a)(12) Consumer credit.

1. Primary purpose. There is no precise test
for what constitutes credit offered or
extended for personal, family, or household
purposes, nor for what constitutes the
primary purpose. (See, however, the
discussion of business purposes in the
commentary to § 226.3(a).)

2(a)(13) Consummation.

1. State law governs. When a contractual
obligation on the consumer’s part is created
is a matter to be determined under applicable
law; Regulation Z does not make this
determination. A contractual commitment
agreement, for example, that under
applicable law binds the consumer to the
credit terms would be consummation.
Consummation, however, does not occur
merely because the consumer has made some
financial investment in the transaction (for
example, by paying a nonrefundable fee)
unless, of course, applicable law holds
otherwise.

2. Credit v. sale. Consummation does not
occur when the consumer becomes
contractually committed to a sale transaction,
unless the consumer also becomes legally
obligated to accept a particular credit
arrangement. For example, when a consumer
pays a nonrefundable deposit to purchase an
automobile, a purchase contract may be
created, but consummation for purposes of
the regulation does not occur unless the
consumer also contracts for financing at that
time.

2(a)(14) Credit.

1. Exclusions. The following situations are
not considered credit for purposes of the
regulation:

i. Layaway plans, unless the consumer is
contractually obligated to continue making
payments. Whether the consumer is so
obligated is a matter to be determined under
applicable law. The fact that the consumer is
not entitled to a refund of any amounts paid
towards the cash price of the merchandise
does not bring layaways within the definition
of credit.

ii. Tax liens, tax assessments, court
judgments, and court approvals of
reaffirmation of debts in bankruptcy.
However, third-party financing of such

obligations (for example, a bank loan
obtained to pay off a tax lien) is credit for
purposes of the regulation.

iii. Insurance premium plans that involve
payment in installments with each
installment representing the payment for
insurance coverage for a certain future period
of time, unless the consumer is contractually
obligated to continue making payments.

iv. Home improvement transactions that
involve progress payments, if the consumer
pays, as the work progresses, only for work
completed and has no contractual obligation
to continue making payments.

v. Borrowing against the accrued cash
value of an insurance policy or a pension
account, if there is no independent obligation
to repay.

vi. Letters of credit.

vii. The execution of option contracts.
However, there may be an extension of credit
when the option is exercised, if there is an
agreement at that time to defer payment of a
debt.

viii. Investment plans in which the party
extending capital to the consumer risks the
loss of the capital advanced. This includes,
for example, an arrangement with a home
purchaser in which the investor pays a
portion of the downpayment and of the
periodic mortgage payments in return for an
ownership interest in the property, and
shares in any gain or loss of property value.

ix. Mortgage assistance plans administered
by a government agency in which a portion
of the consumer’s monthly payment amount
is paid by the agency. No finance charge is
imposed on the subsidy amount, and that
amount is due in a lump-sum payment on a
set date or upon the occurrence of certain
events. (If payment is not made when due,

a new note imposing a finance charge may
be written, which may then be subject to the
regulation.)

2. Payday loans; deferred presentment.
Credit includes a transaction in which a cash
advance is made to a consumer in exchange
for the consumer’s personal check, or in
exchange for the consumer’s authorization to
debit the consumer’s deposit account, and
where the parties agree either that the check
will not be cashed or deposited, or that the
consumer’s deposit account will not be
debited, until a designated future date. This
type of transaction is often referred to as a
“payday loan” or “payday advance” or
“deferred-presentment loan.” A fee charged
in connection with such a transaction may be
a finance charge for purposes of § 226.4,
regardless of how the fee is characterized
under state law. Where the fee charged
constitutes a finance charge under § 226.4
and the person advancing funds regularly
extends consumer credit, that person is a
creditor and is required to provide
disclosures consistent with the requirements
of Regulation Z. (See § 226.2(a)(17).)

2(a)(15) Credit card.

1. Usable from time to time. A credit card
must be usable from time to time. Since this
involves the possibility of repeated use of a
single device, checks and similar instruments
that can be used only once to obtain a single
credit extension are not credit cards.

2. Examples. i. Examples of credit cards
include:

A. A card that guarantees checks or similar
instruments, if the asset account is also tied
to an overdraft line or if the instrument
directly accesses a line of credit.

B. A card that accesses both a credit and
an asset account (that is, a debit-credit card).
C. An identification card that permits the

consumer to defer payment on a purchase.

D. An identification card indicating loan
approval that is presented to a merchant or
to a lender, whether or not the consumer
signs a separate promissory note for each
credit extension.

E. A card or device that can be activated
upon receipt to access credit, even if the card
has a substantive use other than credit, such
as a purchase-price discount card. Such a
card or device is a credit card
notwithstanding the fact that the recipient
must first contact the card issuer to access or
activate the credit feature.

ii. In contrast, credit card does not include,
for example:

A. A check-guarantee or debit card with no
credit feature or agreement, even if the
creditor occasionally honors an inadvertent
overdraft.

B. Any card, key, plate, or other device that
is used in order to obtain petroleum products
for business purposes from a wholesale
distribution facility or to gain access to that
facility, and that is required to be used
without regard to payment terms.

3. Charge card. Generally, charge cards are
cards used in connection with an account on
which outstanding balances cannot be
carried from one billing cycle to another and
are payable when a periodic statement is
received. Under the regulation, a reference to
credit cards generally includes charge cards.
The term charge card is, however,
distinguished from credit card in §§ 226.5a,
226.7(b)(11), 226.7(b)(12), 226.9(e), 226.9(f)
and 226.28(d), and appendices G-10 through
G-13. When the term credit card is used in
those provisions, it refers to credit cards
other than charge cards.

2(a)(16) Credit sale.

1. Special disclosure. If the seller is a
creditor in the transaction, the transaction is
a credit sale and the special credit sale
disclosures (that is, the disclosures under
§226.18(j)) must be given. This applies even
if there is more than one creditor in the
transaction and the creditor making the
disclosures is not the seller. (See the
commentary to § 226.17(d).)

2. Sellers who arrange credit. If the seller
of the property or services involved arranged
for financing but is not a creditor as to that
sale, the transaction is not a credit sale. Thus,
if a seller assists the consumer in obtaining
a direct loan from a financial institution and
the consumer’s note is payable to the
financial institution, the transaction is a loan
and only the financial institution is a
creditor.

3. Refinancings. Generally, when a credit
sale is refinanced within the meaning of
§226.20(a), loan disclosures should be made.
However, if a new sale of goods or services
is also involved, the transaction is a credit
sale.

4. Incidental sales. Some lenders sell a
product or service—such as credit, property,
or health insurance—as part of a loan
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transaction. Section 226.4 contains the rules
on whether the cost of credit life, disability
or property insurance is part of the finance
charge. If the insurance is financed, it may
be disclosed as a separate credit-sale
transaction or disclosed as part of the
primary transaction; if the latter approach is
taken, either loan or credit-sale disclosures
may be made. (See the commentary to
§226.17(c)(1) for further discussion of this
point.)

5. Credit extensions for educational
purposes. A credit extension for educational
purposes in which an educational institution
is the creditor may be treated as either a
credit sale or a loan, regardless of whether
the funds are given directly to the student,
credited to the student’s account, or
disbursed to other persons on the student’s
behalf. The disclosure of the total sale price
need not be given if the transaction is treated
as a loan.

2(a)(17) Creditor.

1. General. The definition contains four
independent tests. If any one of the tests is
met, the person is a creditor for purposes of
that particular test.

Paragraph 2(a)(17)(i).

1. Prerequisites. This test is composed of
two requirements, both of which must be met
in order for a particular credit extension to
be subject to the regulation and for the credit
extension to count towards satisfaction of the
numerical tests mentioned in
§226.2(a)(17)(v).

i. First, there must be either or both of the
following:

A. A written (rather than oral) agreement
to pay in more than four installments. A
letter that merely confirms an oral agreement
does not constitute a written agreement for
purposes of the definition.

B. A finance charge imposed for the credit.
The obligation to pay the finance charge need
not be in writing.

ii. Second, the obligation must be payable
to the person in order for that person to be
considered a creditor. If an obligation is
made payable to bearer, the creditor is the
one who initially accepts the obligation.

2. Assignees. If an obligation is initially
payable to one person, that person is the
creditor even if the obligation by its terms is
simultaneously assigned to another person.
For example:

i. An auto dealer and a bank have a
business relationship in which the bank
supplies the dealer with credit sale contracts
that are initially made payable to the dealer
and provide for the immediate assignment of
the obligation to the bank. The dealer and
purchaser execute the contract only after the
bank approves the creditworthiness of the
purchaser. Because the obligation is initially
payable on its face to the dealer, the dealer
is the only creditor in the transaction.

3. Numerical tests. The examples below
illustrate how the numerical tests of
§226.2(a)(17)(v) are applied. The examples
assume that consumer credit with a finance
charge or written agreement for more than 4
installments was extended in the years in
question and that the person did not extend
such credit in 2006.

4. Counting transactions. For purposes of
closed-end credit, the creditor counts each

credit transaction. For open-end credit,
transactions means accounts, so that
outstanding accounts are counted instead of
individual credit extensions. Normally the
number of transactions is measured by the
preceding calendar year; if the requisite
number is met, then the person is a creditor
for all transactions in the current year.
However, if the person did not meet the test
in the preceding year, the number of
transactions is measured by the current
calendar year. For example, if the person
extends consumer credit 26 times in 2007, it
is a creditor for purposes of the regulation for
the last extension of credit in 2007 and for
all extensions of consumer credit in 2008. On
the other hand, if a business begins in 2007
and extends consumer credit 20 times, it is
not a creditor for purposes of the regulation
in 2007. If it extends consumer credit 75
times in 2008, however, it becomes a creditor
for purposes of the regulation (and must
begin making disclosures) after the 25th
extension of credit in that year and is a
creditor for all extensions of consumer credit
in 2009.

5. Relationship between consumer credit in
general and credit secured by a dwelling.
Extensions of credit secured by a dwelling
are counted towards the 25-extensions test.
For example, if in 2007 a person extends
unsecured consumer credit 23 times and
consumer credit secured by a dwelling twice,
it becomes a creditor for the succeeding
extensions of credit, whether or not they are
secured by a dwelling. On the other hand,
extensions of consumer credit not secured by
a dwelling are not counted towards the
number of credit extensions secured by a
dwelling. For example, if in 2007 a person
extends credit not secured by a dwelling 8
times and credit secured by a dwelling 3
times, it is not a creditor.

6. Effect of satisfying one test. Once one of
the numerical tests is satisfied, the person is
also a creditor for the other type of credit. For
example, in 2007 a person extends consumer
credit secured by a dwelling 5 times. That
person is a creditor for all succeeding credit
extensions, whether they involve credit
secured by a dwelling or not.

7. Trusts. In the case of credit extended by
trusts, each individual trust is considered a
separate entity for purposes of applying the
criteria. For example:

i. A bank is the trustee for three trusts.
Trust A makes 15 extensions of consumer
credit annually; Trust B makes 10 extensions
of consumer credit annually; and Trust C
makes 30 extensions of consumer credit
annually. Only Trust C is a creditor for
purposes of the regulation.

Paragraph 2(a)(17)(ii). [Reserved]

Paragraph 2(a)(17)(iii).

1. Card issuers subject to Subpart B.
Section 226.2(a)(17)(iii) makes certain card
issuers creditors for purposes of the open-end
credit provisions of the regulation. This
includes, for example, the issuers of so-called
travel and entertainment cards that expect
repayment at the first billing and do not
impose a finance charge. Since all
disclosures are to be made only as applicable,
such card issuers would omit finance charge
disclosures. Other provisions of the
regulation regarding such areas as scope,

definitions, determination of which charges
are finance charges, Spanish language
disclosures, record retention, and use of
model forms, also apply to such card issuers.

Paragraph 2(a)(17)(iv).

1. Card issuers subject to Subparts B and
C. Section 226.2(a)(17)(iv) includes as
creditors card issuers extending closed-end
credit in which there is a finance charge or
an agreement to pay in more than four
installments. These card issuers are subject to
the appropriate provisions of Subparts B and
C, as well as to the general provisions.

2(a)(18) Downpayment.

1. Allocation. If a consumer makes a lump-
sum payment, partially to reduce the cash
price and partially to pay prepaid finance
charges, only the portion attributable to
reducing the cash price is part of the
downpayment. (See the commentary to
§226.2(a)(23).)

2. Pick-up payments. i. Creditors may treat
the deferred portion of the downpayment,
often referred to as pick-up payments, in a
number of ways. If the pick-up payment is
treated as part of the downpayment:

A. Tt is subtracted in arriving at the amount
financed under § 226.18(b).

B. It may, but need not, be reflected in the
payment schedule under § 226.18(g).

ii. If the pick-up payment does not meet
the definition (for example, if it is payable
after the second regularly scheduled
payment) or if the creditor chooses not to
treat it as part of the downpayment:

A. Tt must be included in the amount
financed.

B. It must be shown in the payment
schedule.

iii. Whichever way the pick-up payment is
treated, the total of payments under
§ 226.18(h) must equal the sum of the
payments disclosed under § 226.18(g).

3. Effect of existing liens.

i. No cash payment. In a credit sale, the
“downpayment” may only be used to reduce
the cash price. For example, when a trade-
in is used as the downpayment and the
existing lien on an automobile to be traded
in exceeds the value of the automobile,
creditors must disclose a zero on the
downpayment line rather than a negative
number. To illustrate, assume a consumer
owes $10,000 on an existing automobile loan
and that the trade-in value of the automobile
is only $8,000, leaving a $2,000 deficit. The
creditor should disclose a downpayment of
$0, not —$2,000.

ii. Cash payment. If the consumer makes a
cash payment, creditors may, at their option,
disclose the entire cash payment as the
downpayment, or apply the cash payment
first to any excess lien amount and disclose
any remaining cash as the downpayment. In
the above example:

A. If the downpayment disclosed is equal
to the cash payment, the $2,000 deficit must
be reflected as an additional amount financed
under § 226.18(b)(2).

B. If the consumer provides $1,500 in cash
(which does not extinguish the $2,000
deficit), the creditor may disclose a
downpayment of $1,500 or of $0.

C. If the consumer provides $3,000 in cash,
the creditor may disclose a downpayment of
$3,000 or of $1,000.
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2(a)(19) Dwelling.

1. Scope. A dwelling need not be the
consumer’s principal residence to fit the
definition, and thus a vacation or second
home could be a dwelling. However, for
purposes of the definition of residential
mortgage transaction and the right to rescind,
a dwelling must be the principal residence of
the consumer. (See the commentary to
§§226.2(a)(24), 226.15, and 226.23.)

2. Use as a residence. Mobile homes, boats,
and trailers are dwellings if they are in fact
used as residences, just as are condominium
and cooperative units. Recreational vehicles,
campers, and the like not used as residences
are not dwellings.

3. Relation to exemptions. Any transaction
involving a security interest in a consumer’s
principal dwelling (as well as in any real
property) remains subject to the regulation
despite the general exemption in § 226.3(b)
for credit extensions over $25,000.

2(a)(20) Open-end credit.

1. General. This definition describes the
characteristics of open-end credit (for which
the applicable disclosure and other rules are
contained in Subpart B), as distinct from
closed-end credit. Open-end credit is
consumer credit that is extended under a
plan and meets all 3 criteria set forth in the
definition.

2. Existence of a plan. The definition
requires that there be a plan, which connotes
a contractual arrangement between the
creditor and the consumer. Some creditors
offer programs containing a number of
different credit features. The consumer has a
single account with the institution that can
be accessed repeatedly via a number of sub-
accounts established for the different
program features and rate structures. Some
features of the program might be used
repeatedly (for example, an overdraft line)
while others might be used infrequently
(such as the part of the credit line available
for secured credit). If the program as a whole
is subject to prescribed terms and otherwise
meets the definition of open-end credit, such
a program would be considered a single,
multifeatured plan.

3. Repeated transactions. Under this
criterion, the creditor must reasonably
contemplate repeated transactions. This
means that the credit plan must be usable
from time to time and the creditor must
legitimately expect that there will be repeat
business rather than a one-time credit
extension. The creditor must expect repeated
dealings with consumers under the credit
plan as a whole and need not believe a
consumer will reuse a particular feature of
the plan. The determination of whether a
creditor can reasonably contemplate repeated
transactions requires an objective analysis.
Information that much of the creditor’s
customer base with accounts under the plan
make repeated transactions over some period
of time is relevant to the determination,
particularly when the plan is opened
primarily for the financing of infrequently
purchased products or services. A standard
based on reasonable belief by a creditor
necessarily includes some margin for
judgmental error. The fact that particular
consumers do not return for further credit
extensions does not prevent a plan from

having been properly characterized as open-
end. For example, if much of the customer
base of a clothing store makes repeat
purchases, the fact that some consumers use
the plan only once would not affect the
characterization of the store’s plan as open-
end credit. The criterion regarding repeated
transactions is a question of fact to be
decided in the context of the creditor’s type
of business and the creditor’s relationship
with its customers. For example, it would be
more reasonable for a bank or depository
institution to contemplate repeated
transactions with a customer than for a seller
of aluminum siding to make the same
assumption about its customers.

4. Finance charge on an outstanding
balance. The requirement that a finance
charge may be computed and imposed from
time to time on the outstanding balance
means that there is no specific amount
financed for the plan for which the finance
charge, total of payments, and payment
schedule can be calculated. A plan may meet
the definition of open-end credit even though
a finance charge is not normally imposed,
provided the creditor has the right, under the
plan, to impose a finance charge from time
to time on the outstanding balance. For
example, in some plans, a finance charge is
not imposed if the consumer pays all or a
specified portion of the outstanding balance
within a given time period. Such a plan
could meet the finance charge criterion, if the
creditor has the right to impose a finance
charge, even though the consumer actually
pays no finance charges during the existence
of the plan because the consumer takes
advantage of the option to pay the balance
(either in full or in installments) within the
time necessary to avoid finance charges.

5. Reusable line. The total amount of credit
that may be extended during the existence of
an open-end plan is unlimited because
available credit is generally replenished as
earlier advances are repaid. A line of credit
is self-replenishing even though the plan
itself has a fixed expiration date, as long as
during the plan’s existence the consumer
may use the line, repay, and reuse the credit.
The creditor may occasionally or routinely
verify credit information such as the
consumer’s continued income and
employment status or information for
security purposes but, to meet the definition
of open-end credit, such verification of credit
information may not be done as a condition
of granting a consumer’s request for a
particular advance under the plan. In general,
a credit line is self-replenishing if the
consumer can take further advances as
outstanding balances are repaid without
being required to separately apply for those
additional advances. A credit card account
where the plan as a whole replenishes meets
the self-replenishing criterion,
notwithstanding the fact that a credit card
issuer may verify credit information from
time to time in connection with specific
transactions. This criterion of unlimited
credit distinguishes open-end credit from a
series of advances made pursuant to a closed-
end credit loan commitment. For example:

i. Under a closed-end commitment, the
creditor might agree to lend a total of $10,000
in a series of advances as needed by the

consumer. When a consumer has borrowed
the full $10,000, no more is advanced under
that particular agreement, even if there has
been repayment of a portion of the debt. (See
§226.2(a)(17)(iv) for disclosure requirements
when a credit card is used to obtain the
advances.)

ii. This criterion does not mean that the
creditor must establish a specific credit limit
for the line of credit or that the line of credit
must always be replenished to its original
amount. The creditor may reduce a credit
limit or refuse to extend new credit in a
particular case due to changes in the
creditor’s financial condition or the
consumer’s creditworthiness. (The rules in
§ 226.5b(f), however, limit the ability of a
creditor to suspend credit advances for home
equity plans.) While consumers should have
a reasonable expectation of obtaining credit
as long as they remain current and within
any preset credit limits, further extensions of
credit need not be an absolute right in order
for the plan to meet the self-replenishing
criterion.

6. Verifications of collateral value.
Creditors that otherwise meet the
requirements of § 226.2(a)(20) extend open-
end credit notwithstanding the fact that the
creditor must verify collateral values to
comply with federal, state, or other
applicable law or verifies the value of
collateral in connection with a particular
advance under the plan.

7. Open-end real estate mortgages. Some
credit plans call for negotiated advances
under so-called open-end real estate
mortgages. Each such plan must be
independently measured against the
definition of open-end credit, regardless of
the terminology used in the industry to
describe the plan. The fact that a particular
plan is called an open-end real estate
mortgage, for example, does not, by itself,
mean that it is open-end credit under the
regulation.

2(a)(21) Periodic rate.

1. Basis. The periodic rate may be stated
as a percentage (for example, 172% per
month) or as a decimal equivalent (for
example, .015 monthly). It may be based on
any portion of a year the creditor chooses.
Some creditors use 1/360 of an annual rate
as their periodic rate. These creditors:

i. May disclose a 1/360 rate as a daily
periodic rate, without further explanation, if
it is in fact only applied 360 days per year.
But if the creditor applies that rate for 365
days, the creditor must note that fact and, of
course, disclose the true annual percentage
rate.

ii. Would have to apply the rate to the
balance to disclose the annual percentage
rate with the degree of accuracy required in
the regulation (that is, within ¥sth of 1
percentage point of the rate based on the
actual 365 days in the year).

2. Transaction charges. Periodic rate does
not include initial one-time transaction
charges, even if the charge is computed as a
percentage of the transaction amount.

2(a)(22) Person.

1. Joint ventures. A joint venture is an
organization and is therefore a person.

2. Attorneys. An attorney and his or her
client are considered to be the same person
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for purposes of this regulation when the
attorney is acting within the scope of the
attorney-client relationship with regard to a
particular transaction.

3. Trusts. A trust and its trustee are
considered to be the same person for
purposes of this regulation.

2(a)(23) Prepaid finance charge.

1. General. Prepaid finance charges must
be taken into account under § 226.18(b) in
computing the disclosed amount financed,
and must be disclosed if the creditor
provides an itemization of the amount
financed under § 226.18(c).

2. Examples. i. Common examples of
prepaid finance charges include:

A. Buyer’s points.

B. Service fees.

C. Loan fees.

D. Finder’s fees.

E. Loan-guarantee insurance.

F. Credit-investigation fees.

ii. However, in order for these or any other
finance charges to be considered prepaid,
they must be either paid separately in cash
or check or withheld from the proceeds.
Prepaid finance charges include any portion
of the finance charge paid prior to or at
closing or settlement.

3. Exclusions. Add-on and discount
finance charges are not prepaid finance
charges for purposes of this regulation.
Finance charges are not prepaid merely
because they are precomputed, whether or
not a portion of the charge will be rebated to
the consumer upon prepayment. (See the
commentary to § 226.18(b).)

4. Allocation of lump-sum payments. In a
credit sale transaction involving a lump-sum
payment by the consumer and a discount or
other item that is a finance charge under
§ 226.4, the discount or other item is a
prepaid finance charge to the extent the
lump-sum payment is not applied to the cash
price. For example, a seller sells property to
a consumer for $10,000, requires the
consumer to pay $3,000 at the time of the
purchase, and finances the remainder as a
closed-end credit transaction. The cash price
of the property is $9,000. The seller is the
creditor in the transaction and therefore the
$1,000 difference between the credit and
cash prices (the discount) is a finance charge.
(See the commentary to § 226.4(b)(9) and
(c)(5).) If the creditor applies the entire
$3,000 to the cash price and adds the $1,000
finance charge to the interest on the $6,000
to arrive at the total finance charge, all of the
$3,000 lump-sum payment is a
downpayment and the discount is not a
prepaid finance charge. However, if the
creditor only applies $2,000 of the lump-sum
payment to the cash price, then $2,000 of the
$3,000 is a downpayment and the $1,000
discount is a prepaid finance charge.

2(a)(24) Residential mortgage transaction.

1. Relation to other sections. This term is
important in five provisions in the
regulation:

i. Section 226.4(c)(7)—exclusions from the
finance charge.

ii. Section 226.15(f)—exemption from the
right of rescission.

iii. Section 226.18(q)—whether or not the
obligation is assumable.

iv. Section 226.20(b)—disclosure
requirements for assumptions.

v. Section 226.23(f)—exemption from the
right of rescission.

2. Lien status. The definition is not limited
to first lien transactions. For example, a
consumer might assume a paid-down first
mortgage (or borrow part of the purchase
price) and borrow the balance of the
purchase price from a creditor who takes a
second mortgage. The second mortgage
transaction is a residential mortgage
transaction if the dwelling purchased is the
consumer’s principal residence.

3. Principal dwelling. A consumer can have
only one principal dwelling at a time. Thus,
a vacation or other second home would not
be a principal dwelling. However, if a
consumer buys or builds a new dwelling that
will become the consumer’s principal
dwelling within a year or upon the
completion of construction, the new dwelling
is considered the principal dwelling for
purposes of applying this definition to a
particular transaction. (See the commentary
to §§226.15(a) and 226.23(a).)

4. Construction financing. If a transaction
meets the definition of a residential mortgage
transaction and the creditor chooses to
disclose it as several transactions under
§226.17(c)(6), each one is considered to be a
residential mortgage transaction, even if
different creditors are involved. For example:

i. The creditor makes a construction loan
to finance the initial construction of the
consumer’s principal dwelling, and the loan
will be disbursed in five advances. The
creditor gives six sets of disclosures (five for
the construction phase and one for the
permanent phase). Each one is a residential
mortgage transaction.

ii. One creditor finances the initial
construction of the consumer’s principal
dwelling and another creditor makes a loan
to satisfy the construction loan and provide
permanent financing. Both transactions are
residential mortgage transactions.

5. Acquisition. i. A residential mortgage
transaction finances the acquisition of a
consumer’s principal dwelling. The term
does not include a transaction involving a
consumer’s principal dwelling if the
consumer had previously purchased and
acquired some interest to the dwelling, even
though the consumer had not acquired full
legal title.

ii. Examples of new transactions involving
a previously acquired dwelling include the
financing of a balloon payment due under a
land sale contract and an extension of credit
made to a joint owner of property to buy out
the other joint owner’s interest. In these
instances, disclosures are not required under
§ 226.18(q) (assumability policies). However,
the rescission rules of §§ 226.15 and 226.23
do apply to these new transactions.

iii. In other cases, the disclosure and
rescission rules do not apply. For example,
where a buyer enters into a written
agreement with the creditor holding the
seller’s mortgage, allowing the buyer to
assume the mortgage, if the buyer had
previously purchased the property and
agreed with the seller to make the mortgage
payments, § 226.20(b) does not apply
(assumptions involving residential
mortgages).

6. Multiple purpose transactions. A
transaction meets the definition of this

section if any part of the loan proceeds will
be used to finance the acquisition or initial
construction of the consumer’s principal
dwelling. For example, a transaction to
finance the initial construction of the
consumer’s principal dwelling is a
residential mortgage transaction even if a
portion of the funds will be disbursed
directly to the consumer or used to satisfy a
loan for the purchase of the land on which
the dwelling will be built.

7. Construction on previously acquired
vacant land. A residential mortgage
transaction includes a loan to finance the
construction of a consumer’s principal
dwelling on a vacant lot previously acquired
by the consumer.

2(a)(25) Security interest.

1. Threshold test. The threshold test is
whether a particular interest in property is
recognized as a security interest under
applicable law. The regulation does not
determine whether a particular interest is a
security interest under applicable law. If the
creditor is unsure whether a particular
interest is a security interest under applicable
law (for example, if statutes and case law are
either silent or inconclusive on the issue), the
creditor may at its option consider such
interests as security interests for Truth in
Lending purposes. However, the regulation
and the commentary do exclude specific
interests, such as after-acquired property and
accessories, from the scope of the definition
regardless of their categorization under
applicable law, and these named exclusions
may not be disclosed as security interests
under the regulation. (But see the discussion
of exclusions elsewhere in the commentary
to § 226.2(a)(25).)

2. Exclusions. The general definition of
security interest excludes three groups of
interests: incidental interests, interests in
after-acquired property, and interests that
arise solely by operation of law. These
interests may not be disclosed with the
disclosures required under § 226.18, but the
creditor is not precluded from preserving
these rights elsewhere in the contract
documents, or invoking and enforcing such
rights, if it is otherwise lawful to do so. If the
creditor is unsure whether a particular
interest is one of the excluded interests, the
creditor may, at its option, consider such
interests as security interests for Truth in
Lending purposes.

3. Incidental interests. i. Incidental
interests in property that are not security
interests include, among other things:

A. Assignment of rents.

B. Right to condemnation proceeds.

C. Interests in accessories and
replacements.

D. Interests in escrow accounts, such as for
taxes and insurance.

E. Waiver of homestead or personal
property rights.

ii. The notion of an incidental interest does
not encompass an explicit security interest in
an insurance policy if that policy is the
primary collateral for the transaction—for
example, in an insurance premium financing
transaction.

4. Operation of law. Interests that arise
solely by operation of law are excluded from
the general definition. Also excluded are
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interests arising by operation of law that are
merely repeated or referred to in the contract.
However, if the creditor has an interest that
arises by operation of law, such as a vendor’s
lien, and takes an independent security
interest in the same property, such as a UCC
security interest, the latter interest is a
disclosable security interest unless otherwise
provided.

5. Rescission rules. Security interests that
arise solely by operation of law are security
interests for purposes of rescission. Examples
of such interests are mechanics’ and
materialmen’s liens.

6. Specificity of disclosure. A creditor need
not separately disclose multiple security
interests that it may hold in the same
collateral. The creditor need only disclose
that the transaction is secured by the
collateral, even when security interests from
prior transactions remain of record and a new
security interest is taken in connection with
the transaction. In disclosing the fact that the
transaction is secured by the collateral, the
creditor also need not disclose how the
security interest arose. For example, in a
closed-end credit transaction, a rescission
notice need not specifically state that a new
security interest is “acquired” or an existing
security interest is “retained” in the
transaction. The acquisition or retention of a
security interest in the consumer’s principal
dwelling instead may be disclosed in a
rescission notice with a general statement
such as the following: “Your home is the
security for the new transaction.”

2(b) Rules of construction.

1. Footnotes. Footnotes are used
extensively in the regulation to provide
special exceptions and more detailed
explanations and examples. Material that
appears in a footnote has the same legal
weight as material in the body of the
regulation.

2. Amount. The numerical amount must be
a dollar amount unless otherwise indicated.
For example, in a closed-end transaction
(Subpart C), the amount financed and the
amount of any payment must be expressed as
a dollar amount. In some cases, an amount
should be expressed as a percentage. For
example, in disclosures provided before the
first transaction under an open-end plan
(Subpart B), creditors are permitted to
explain how the amount of any finance
charge will be determined; where a cash-
advance fee (which is a finance charge) is a
percentage of each cash advance, the amount
of the finance charge for that fee is expressed
as a percentage.

Section 226.3—Exempt Transactions

1. Relationship to § 226.12. The provisions
in §226.12(a) and (b) governing the issuance
of credit cards and the limitations on liability
for their unauthorized use apply to all credit
cards, even if the credit cards are issued for
use in connection with extensions of credit
that otherwise are exempt under this section.

3(a) Business, commercial, agricultural, or
organizational credit.

1. Primary purposes. A creditor must
determine in each case if the transaction is
primarily for an exempt purpose. If some
question exists as to the primary purpose for
a credit extension, the creditor is, of course,

free to make the disclosures, and the fact that
disclosures are made under such
circumstances is not controlling on the
question of whether the transaction was
exempt. (See comment 3(a)-2, however, with
respect to credit cards.)

2. Business purpose purchases.

i. Business-purpose credit cards—
extensions of credit for consumer purposes.
If a business-purpose credit card is issued to
a person, the provisions of the regulation do
not apply, other than as provided in
§§226.12(a) and 226.12(b), even if extensions
of credit for consumer purposes are
occasionally made using that business-
purpose credit card. For example, the billing
error provisions set forth in § 226.13 do not
apply to consumer-purpose extensions of
credit using a business-purpose credit card.

ii. Consumer-purpose credit cards—
extensions of credit for business purposes. If
a consumer-purpose credit card is issued to
a person, the provisions of the regulation
apply, even to occasional extensions of credit
for business purposes made using that
consumer-purpose credit card. For example,
a consumer may assert a billing error with
respect to any extension of credit using a
consumer-purpose credit card, even if the
specific extension of credit on such credit
card or open-end credit plan that is the
subject of the dispute was made for business
purposes.

3. Factors. In determining whether credit
to finance an acquisition—such as securities,
antiques, or art—is primarily for business or
commercial purposes (as opposed to a
consumer purpose), the following factors
should be considered:

i. General.

A. The relationship of the borrower’s
primary occupation to the acquisition. The
more closely related, the more likely it is to
be business purpose.

B. The degree to which the borrower will
personally manage the acquisition. The more
personal involvement there is, the more
likely it is to be business purpose.

C. The ratio of income from the acquisition
to the total income of the borrower. The
higher the ratio, the more likely it is to be
business purpose.

D. The size of the transaction. The larger
the transaction, the more likely it is to be
business purpose.

E. The borrower’s statement of purpose for
the loan.

ii. Business-purpose examples. Examples
of business-purpose credit include:

A. A loan to expand a business, even if it
is secured by the borrower’s residence or
personal property.

B. A loan to improve a principal residence
by putting in a business office.

C. A business account used occasionally
for consumer purposes.

iii. Consumer-purpose examples. Examples
of consumer-purpose credit include:

A. Credit extensions by a company to its
employees or agents if the loans are used for
personal purposes.

B. A loan secured by a mechanic’s tools to
pay a child’s tuition.

C. A personal account used occasionally
for business purposes.

4. Non-owner-occupied rental property.
Credit extended to acquire, improve, or

maintain rental property (regardless of the
number of housing units) that is not owner-
occupied is deemed to be for business
purposes. This includes, for example, the
acquisition of a warehouse that will be leased
or a single-family house that will be rented
to another person to live in. If the owner
expects to occupy the property for more than
14 days during the coming year, the property
cannot be considered non-owner-occupied
and this special rule will not apply. For
example, a beach house that the owner will
occupy for a month in the coming summer
and rent out the rest of the year is owner
occupied and is not governed by this special
rule. (See comment 3(a)-5, however, for rules
relating to owner-occupied rental property.)

5. Owner-occupied rental property. If credit
is extended to acquire, improve, or maintain
rental property that is or will be owner-
occupied within the coming year, different
rules apply:

i. Credit extended to acquire the rental
property is deemed to be for business
purposes if it contains more than 2 housing
units.

ii. Credit extended to improve or maintain
the rental property is deemed to be for
business purposes if it contains more than 4
housing units. Since the amended statute
defines dwelling to include 1 to 4 housing
units, this rule preserves the right of
rescission for credit extended for purposes
other than acquisition. Neither of these rules
means that an extension of credit for property
containing fewer than the requisite number
of units is necessarily consumer credit. In
such cases, the determination of whether it
is business or consumer credit should be
made by considering the factors listed in
comment 3(a)-3.

6. Business credit later refinanced.
Business-purpose credit that is exempt from
the regulation may later be rewritten for
consumer purposes. Such a transaction is
consumer credit requiring disclosures only if
the existing obligation is satisfied and
replaced by a new obligation made for
consumer purposes undertaken by the same
obligor.

7. Credit card renewal. A consumer-
purpose credit card that is subject to the
regulation may be converted into a business-
purpose credit card at the time of its renewal,
and the resulting business-purpose credit
card would be exempt from the regulation.
Conversely, a business-purpose credit card
that is exempt from the regulation may be
converted into a consumer-purpose credit
card at the time of its renewal, and the
resulting consumer-purpose credit card
would be subject to the regulation.

8. Agricultural purpose. An agricultural
purpose includes the planting, propagating,
nurturing, harvesting, catching, storing,
exhibiting, marketing, transporting,
processing, or manufacturing of food,
beverages (including alcoholic beverages),
flowers, trees, livestock, poultry, bees,
wildlife, fish, or shellfish by a natural person
engaged in farming, fishing, or growing
crops, flowers, trees, livestock, poultry, bees,
or wildlife. The exemption also applies to a
transaction involving real property that
includes a dwelling (for example, the
purchase of a farm with a homestead) if the
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transaction is primarily for agricultural
purposes.

9. Organizational credit. The exemption for
transactions in which the borrower is not a
natural person applies, for example, to loans
to corporations, partnerships, associations,
churches, unions, and fraternal
organizations. The exemption applies
regardless of the purpose of the credit
extension and regardless of the fact that a
natural person may guarantee or provide
security for the credit.

10. Land trusts. Credit extended for
consumer purposes to a land trust is
considered to be credit extended to a natural
person rather than credit extended to an
organization. In some jurisdictions, a
financial institution financing a residential
real estate transaction for an individual uses
a land trust mechanism. Title to the property
is conveyed to the land trust for which the
financial institution itself is trustee. The
underlying installment note is executed by
the financial institution in its capacity as
trustee and payment is secured by a trust
deed, reflecting title in the financial
institution as trustee. In some instances, the
consumer executes a personal guaranty of the
indebtedness. The note provides that it is
payable only out of the property specifically
described in the trust deed and that the
trustee has no personal liability on the note.
Assuming the transactions are for personal,
family, or household purposes, these
transactions are subject to the regulation
since in substance (if not form) consumer
credit is being extended.

3(b) Credit over $25,000 not secured by real
property or a dwelling.

1. Coverage. Since a mobile home can be
a dwelling under § 226.2(a)(19), this
exemption does not apply to a credit
extension secured by a mobile home used or
expected to be used as the principal dwelling
of the consumer, even if the credit exceeds
$25,000. A loan commitment for closed-end
credit in excess of $25,000 is exempt even
though the amounts actually drawn never
actually reach $25,000.

2. Open-end credit. i. An open-end credit
plan is exempt under § 226.3(b) (unless
secured by real property or personal property
used or expected to be used as the
consumer’s principal dwelling) if either of
the following conditions is met:

A. The creditor makes a firm commitment
to lend over $25,000 with no requirement of
additional credit information for any
advances (except as permitted from time to
time pursuant to § 226.2(a)(20)).

B. The initial extension of credit on the
line exceeds $25,000.

ii. If a security interest is taken at a later
time in any real property, or in personal
property used or expected to be used as the
consumer’s principal dwelling, the plan
would no longer be exempt. The creditor
must comply with all of the requirements of
the regulation including, for example,
providing the consumer with an initial
disclosure statement. If the security interest
being added is in the consumer’s principal
dwelling, the creditor must also give the
consumer the right to rescind the security
interest. (See the commentary to § 226.15
concerning the right of rescission.)

3. Closed-end credit—subsequent changes.
A closed-end loan for over $25,000 may later
be rewritten for $25,000 or less, or a security
interest in real property or in personal
property used or expected to be used as the
consumer’s principal dwelling may be added
to an extension of credit for over $25,000.
Such a transaction is consumer credit
requiring disclosures only if the existing
obligation is satisfied and replaced by a new
obligation made for consumer purposes
undertaken by the same obligor. (See the
commentary to § 226.23(a)(1) regarding the
right of rescission when a security interest in
a consumer’s principal dwelling is added to
a previously exempt transaction.)

3(c) Public utility credit.

1. Examples. Examples of public utility
services include:

i. General.

A. Gas, water, or electrical services.

B. Cable television services.

C. Installation of new sewer lines, water
lines, conduits, telephone poles, or metering
equipment in an area not already serviced by
the utility.

ii. Extensions of credit not covered. The
exemption does not apply to extensions of
credit, for example:

A. To purchase appliances such as gas or
electric ranges, grills, or telephones.

B. To finance home improvements such as
new heating or air conditioning systems.

3(d) Securities or commodities accounts.

1. Coverage. This exemption does not
apply to a transaction with a broker
registered solely with the state, or to a
separate credit extension in which the
proceeds are used to purchase securities.

3(e) Home fuel budget plans.

1. Definition. Under a typical home fuel
budget plan, the fuel dealer estimates the
total cost of fuel for the season, bills the
customer for an average monthly payment,
and makes an adjustment in the final
payment for any difference between the
estimated and the actual cost of the fuel. Fuel
is delivered as needed, no finance charge is
assessed, and the customer may withdraw
from the plan at any time. Under these
circumstances, the arrangement is exempt
from the regulation, even if a charge to cover
the billing costs is imposed.

3(f) Student loan programs.

1. Coverage. This exemption applies to
loans made, insured, or guaranteed under
title IV of the Higher Education Act of 1965
(20 U.S.C. 1070 et seq.). This exemption does
not apply to private education loans as
defined by § 226.46(b)(5).

Section 226.4—Finance Charge

4(a) Definition.

1. Charges in comparable cash
transactions. Charges imposed uniformly in
cash and credit transactions are not finance
charges. In determining whether an item is a
finance charge, the creditor should compare
the credit transaction in question with a
similar cash transaction. A creditor financing
the sale of property or services may compare
charges with those payable in a similar cash
transaction by the seller of the property or
service.

i. For example, the following items are not
finance charges:

A. Taxes, license fees, or registration fees
paid by both cash and credit customers.

B. Discounts that are available to cash and
credit customers, such as quantity discounts.

C. Discounts available to a particular group
of consumers because they meet certain
criteria, such as being members of an
organization or having accounts at a
particular financial institution. This is the
case even if an individual must pay cash to
obtain the discount, provided that credit
customers who are members of the group and
do not qualify for the discount pay no more
than the nonmember cash customers.

D. Charges for a service policy, auto club
membership, or policy of insurance against
latent defects offered to or required of both
cash and credit customers for the same price.

ii. In contrast, the following items are
finance charges:

A. Inspection and handling fees for the
staged disbursement of construction-loan
proceeds.

B. Fees for preparing a Truth in Lending
disclosure statement, if permitted by law (for
example, the Real Estate Settlement
Procedures Act prohibits such charges in
certain transactions secured by real
property).

C. Charges for a required maintenance or
service contract imposed only in a credit
transaction.

iii. If the charge in a credit transaction
exceeds the charge imposed in a comparable
cash transaction, only the difference is a
finance charge. For example:

A. If an escrow agent is used in both cash
and credit sales of real estate and the agent’s
charge is $100 in a cash transaction and $150
in a credit transaction, only $50 is a finance
charge.

2. Costs of doing business. Charges
absorbed by the creditor as a cost of doing
business are not finance charges, even though
the creditor may take such costs into
consideration in determining the interest rate
to be charged or the cash price of the
property or service sold. However, if the
creditor separately imposes a charge on the
consumer to cover certain costs, the charge
is a finance charge if it otherwise meets the
definition. For example:

i. A discount imposed on a credit
obligation when it is assigned by a seller-
creditor to another party is not a finance
charge as long as the discount is not
separately imposed on the consumer. (See
§226.4(b)(6).)

ii. A tax imposed by a state or other
governmental body on a creditor is not a
finance charge if the creditor absorbs the tax
as a cost of doing business and does not
separately impose the tax on the consumer.
(For additional discussion of the treatment of
taxes, see other commentary to § 226.4(a).)

3. Forfeitures of interest. If the creditor
reduces the interest rate it pays or stops
paying interest on the consumer’s deposit
account or any portion of it for the term of
a credit transaction (including, for example,
an overdraft on a checking account or a loan
secured by a certificate of deposit), the
interest lost is a finance charge. (See the
commentary to § 226.4(c)(6).) For example:

A. A consumer borrows $5,000 for 90 days
and secures it with a $10,000 certificate of



