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

7907

a notice pursuant to § 226.9(c) stating that a
rate will increase from 15% to 18% on June
15, § 226.55(b)(3)(ii) permits the card issuer
to apply the 18% rate to transactions that
occur on or after May 16. However, neither
§226.55 nor § 226.9(c) permits the card
issuer to begin accruing interest at the 18%
rate on those transactions until June 15. See
additional examples in comment 55(b)(3)—4.

ii. Mid-cycle increases; application of
balance computation methods. Once an
increased rate has gone into effect, the card
issuer cannot calculate interest charges based
on that increased rate for days prior to the
effective date. Assume that, in the example
in paragraph i. above, the billing cycles for
the account begin on the first day of the
month and end on the last day of the month.
If, for example, the card issuer uses the
average daily balance computation method, it
cannot apply the 18% rate to the average
daily balance for the entire June billing cycle
because that rate did not become effective
until June 15. However, the card issuer could
apply the 15% rate to the average daily
balance from June 1 through June 14 and the
18% rate to the average daily balance from
June 15 through June 30. Similarly, if the
card issuer that uses the daily balance
computation method, it could apply the 15%
rate to the daily balance for each day from
June 1 through June 14 and the 18% rate to
the daily balance for each day from June 15
through June 30.

iii. Mid-cycle increases; delayed
implementation of increase. If § 226.55(b)
and §226.9(b), (c), or (g) permit a card issuer
to apply an increased annual percentage rate,
fee, or charge on a date that is not the first
day of a billing cycle, the card issuer may
delay application of the increased rate, fee,
or charge until the first day of the following
billing cycle without relinquishing the ability
to apply that rate, fee, or charge. Thus, in the
example in paragraphs i. and ii. above, the
card issuer could delay application of the
18% rate until the start of the next billing
cycle (April 1) without relinquishing its
ability to apply that rate under § 226.55(b)(3).
Similarly, assume that, at account opening on
January 1, a card issuer discloses that a non-
variable annual percentage rate of 10% will
apply to purchases for six months and a non-
variable rate of 15% will apply thereafter.
The first day of each billing cycle for the
account is the fifteenth of the month. If the
six-month period expires on July 1, the card
issuer may delay application of the 15% rate
until the start of the next billing cycle (July
15) without relinquishing its ability to apply
that rate under § 226.55(b)(1).

3. Application of a lower rate, fee, or
charge. Nothing in § 226.55 prohibits a card
issuer from lowering 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). However, a card issuer that does
so cannot subsequently increase the rate, fee,
or charge unless permitted by one of the
exceptions in § 226.55(b). The following
examples illustrate the application of the
rule:

i. Application of lower rate during first
year. Assume that a card issuer discloses at
account opening on January 1 of year one
that a non-variable annual percentage rate of

15% will apply to purchases. The card issuer
also discloses that, to the extent consistent
with § 226.55 and other applicable law, a
non-variable penalty rate of 30% may apply
if the consumer’s required minimum periodic
payment is received after the payment due
date, which is the tenth of the month. The
required minimum periodic payments are
applied to accrued interest and fees but do
not reduce the purchase balance.

A. Temporary rate returns to standard rate
at expiration. On September 30 of year one,
the account has a purchase balance of $1,400
at the 15% rate. On October 1, the card issuer
provides a notice pursuant to § 226.9(c)
informing the consumer that the rate for new
purchases will decrease to a non-variable rate
of 5% for six months (from October 1 through
March 31 of year two) and that, beginning on
April 1 of year two, the rate for purchases
will increase to the 15% non-variable rate
disclosed at account opening. The card issuer
does not apply the 5% rate to the $1,400
purchase balance. On October 14 of year one,
the consumer makes a $300 purchase at the
5% rate. On January 15 of year two, the
consumer makes a $150 purchase at the 5%
rate. On April 1 of year two, the card issuer
may begin accruing interest on the $300
purchase and the $150 purchase at 15% as
disclosed in the § 226.9(c) notice (pursuant to
§226.55(b)(1)).

B. Penalty rate increase. Same facts as
above except that the required minimum
periodic payment due on November 10 of
year one is not received until November 15.
Section 226.55 does not permit the card
issuer to increase any annual percentage rate
on the account at this time. The card issuer
may apply the 30% penalty rate to new
transactions beginning on April 1 of year two
pursuant to § 226.55(b)(3) by providing a
§ 226.9(g) notice informing the consumer of
this increase no later than February 14 of
year two. The card issuer may not, however,
apply the 30% penalty rate to the $1,400
purchase balance as of September 30 of year
one, the $300 purchase on October 15 of year
one, or the $150 purchase on January 15 of
year two.

ii. Application of lower rate at end of first
year. Assume that, at account opening on
January 1 of year one, a card issuer discloses
that a non-variable annual percentage rate of
15% will apply to purchases for one year and
discloses that, after the first year, the card
issuer will apply a variable rate that is
currently 20% and is determined by adding
a margin of 10 percentage points to a
publicly-available index not under the card
issuer’s control. On December 31 of year one,
the account has a purchase balance of $3,000.

A. Notice of extension of existing
temporary rate provided consistent with
§226.55(b)(1)(i). On December 15 of year one,
the card issuer provides a notice pursuant to
§ 226.9(c) informing the consumer that the
existing 15% rate will continue to apply until
July 1 of year two. The notice further states
that, on July 1 of year two, the variable rate
disclosed at account opening will apply. On
July 1 of year two, § 226.55(b)(1) permits the
card issuer to apply that variable rate to any
remaining portion of the $3,000 balance and
to new transactions.

B. Notice of new temporary rate provided
consistent with § 226.55(b)(1)(i). On

December 15 of year one, the card issuer
provides a notice pursuant to § 226.9(c)
informing the consumer of a new variable
rate that will apply on January 1 of year two
that is lower than the variable rate disclosed
at account opening. The new variable rate is
calculated using the same index and a
reduced margin of 8 percentage points. The
notice further states that, on July 1 of year
two, the margin will increase to the margin
disclosed at account opening (10 percentage
points). On July 1 of year two, § 226.55(b)(1)
permits the card issuer to increase the margin
used to determine the variable rate that
applies to new purchases to 10 percentage
points and to apply that rate to any
remaining portion of the $3,000 purchase
balance.

C. No notice provided. Same facts as in
paragraph ii.B. above except that the card
issuer does not send a notice on December
15 of year one. Instead, on January 1 of year
two, the card issuer lowers the margin used
to determine the variable rate to 8 percentage
points and applies that rate to the $3,000
purchase balance and to new purchases.
Section 226.9 does not require advance
notice in these circumstances. However,
unless the account becomes more than 60
days’ delinquent, § 226.55 does not permit
the card issuer to subsequently increase the
rate that applies to the $3,000 purchase
balance except due to increases in the index
(pursuant to § 226.55(b)(2)).

iii. Application of lower rate after first
year. Assume that a card issuer discloses at
account opening on January 1 of year one
that a non-variable annual percentage rate of
10% will apply to purchases for one year,
after which that rate will increase to a non-
variable rate of 15%. The card issuer also
discloses that, to the extent consistent with
§ 226.55 and other applicable law, a non-
variable penalty rate of 30% may apply if the
consumer’s required minimum periodic
payment is received after the payment due
date, which is the tenth of the month. The
required minimum periodic payments are
applied to accrued interest and fees but do
not reduce the purchase balance.

A. Effect of 14-day period. On June 30 of
year two, the account has a purchase balance
of $1,000 at the 15% rate. On July 1, the card
issuer provides a notice pursuant to
§ 226.9(c) informing the consumer that the
rate for new purchases will decrease to a
non-variable rate of 5% for six months (from
July 1 through December 31 of year two) and
that, beginning on January 1 of year three, the
rate for purchases will increase to a non-
variable rate of 17%. On July 15 of year two,
the consumer makes a $200 purchase. On
July 16, the consumer makes a $100
purchase. On January 1 of year three, the card
issuer may begin accruing interest on the
$100 purchase at 17% (pursuant to
§226.55(b)(1)). However, §226.55(b)(1)(ii)(B)
does not permit the card issuer to apply the
17% rate to the $200 purchase because that
transaction occurred within 14 days after
provision of the § 226.9(c) notice. Instead, the
card issuer may apply the 15% rate that
applied to purchases prior to provision of the
§226.9(c) notice. In addition, if the card
issuer applied the 5% rate to the $1,000
purchase balance, § 226.55(b)(ii)(A) would
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not permit the card issuer to increase the rate
that applies to that balance on January 1 of
year three to a rate that is higher than 15%
that previously applied to the balance.

B. Penalty rate increase. Same facts as
above except that the required minimum
periodic payment due on August 25 is
received on August 30. At this time, § 226.55
does not permit the card issuer to increase
the annual percentage rates that apply to the
$1,000 purchase balance, the $200 purchase,
or the $100 purchase. Instead, those rates can
only be increased as discussed in paragraph
iii.A. above. However, if the card issuer
provides a notice pursuant to § 226.9(c) or (g)
on September 1, § 226.55(b)(3) permits the
card issuer to apply an increased rate (such
as the 17% purchase rate or the 30% penalty
rate) to transactions that occur on or after
September 16 beginning on October 16.

4. Date on which transaction occurred.
When a transaction occurred for purposes of
§ 226.55 is generally determined by the date
of the transaction. However, if a transaction
that occurred within 14 days after provision
of a §226.9(c) or (g) notice is not charged to
the account prior to the effective date of the
change or increase, the card issuer may treat
the transaction as occurring more than 14
days after provision of the notice for
purposes of § 226.55. See example in
comment 55(b)(3)—4.1ii.B. In addition, when
a merchant places a “hold” on the available
credit on an account for an estimated
transaction amount because the actual
transaction amount will not be known until
a later date, the date of the transaction for
purposes of § 226.55 is the date on which the
card issuer receives the actual transaction
amount from the merchant. See example in
comment 55(b)(3)—4.iii.A.

5. Category of transactions. For purposes of
§226.55, a “category of transactions” is a type
or group of transactions to which an annual
percentage rate applies that is different than
the annual percentage rate that applies to
other transactions. Similarly, a type or group
of transactions is a “category of transactions”
for purposes of § 226.55 if a fee or charge
required to be disclosed under
§ 226.6(b)(2)(ii), (b)(2)(iii), or (b)(2)(xii)
applies to those transactions that is different
than the fee or charge that applies to other
transactions. For example, purchase
transactions, cash advance transactions, and
balance transfer transactions are separate
categories of transactions for purposes of
§226.55 if a card issuer applies different
annual percentage rates to each. Furthermore,
if, for example, the card issuer applies
different annual percentage rates to different
types of purchase transactions (such as one
rate for purchases of gasoline or purchases
over $100 and a different rate for all other
purchases), each type constitutes a separate
category of transactions for purposes of
§226.55.

55(b)(1) Temporary rate exception.

1. Relationship to § 226.9(c)(2)(v)(B). A
card issuer that has complied with the
disclosure requirements in § 226.9(c)(2)(v)(B)
has also complied with the disclosure
requirements in § 226.55(b)(1)(i).

2. Period of six months or longer. A
temporary annual percentage rate must apply
to transactions for a specified period of six

months or longer before a card issuer can
increase that rate pursuant to § 226.55(b)(1).
The specified period must expire no less than
six months after the date on which the
creditor provides the consumer with the
disclosures required by § 226.55(b)(1)(i) or, if
later, the date on which the account can be
used for transactions to which the temporary
rate applies. Section 226.55(b)(1) does not
prohibit a card issuer from limiting the
application of a temporary annual percentage
rate to a particular category of transactions
(such as balance transfers or purchases over
$100). However, in circumstances where the
card issuer limits application of the
temporary rate to a particular transaction, the
specified period must expire no less than six
months after the date on which that
transaction occurred. The following
examples illustrate the application of
§226.55(b)(1):

i. Assume that on January 1 a card issuer
offers a consumer a 5% annual percentage
rate on purchases made during the months of
January through June. A 15% rate will apply
thereafter. On February 15, a $500 purchase
is charged to the account. On June 15, a $200
purchase is charged to the account. On July
1, the card issuer may begin accruing interest
at the 15% rate on the $500 purchase and the
$200 purchase (pursuant to § 226.55(b)(1)).

ii. Same facts as above except that on
January 1 the card issuer offered the 5% rate
on purchases beginning in the month of
February. Section 226.55(b)(1) would not
permit the card issuer to begin accruing
interest at the 15% rate on the $500 purchase
and the $200 purchase until August 1.

iii. Assume that on October 31 of year one
the annual percentage rate for purchases is
17%. On November 1, the card issuer offers
the consumer a 0% rate for six months on
purchases made during the months of
November and December. The 17% rate will
apply thereafter. On November 15, a $500
purchase is charged to the account. On
December 15, a $300 purchase is charged to
the account. On January 15 of year two, a
$150 purchase is charged to the account.
Section 226.55(b)(1) would not permit the
card issuer to begin accruing interest at the
17% rate on the $500 purchase and the $300
purchase until May 1 of year two. However,
the card issuer may accrue interest at the
17% rate on the $150 purchase beginning on
January 15 of year two.

iv. Assume that on June 1 of year one a
card issuer offers a consumer a 0% annual
percentage rate for six months on the
purchase of an appliance. An 18% rate will
apply thereafter. On September 1, a $5,000
transaction is charged to the account for the
purchase of an appliance. Section
226.55(b)(1) would not permit the card issuer
to begin accruing interest at the 18% rate on
the $5,000 transaction until March 1 of year
two.

v. Assume that on May 31 of year one the
annual percentage rate for purchases is 15%.
On June 1, the card issuer offers the
consumer a 5% rate for six months on a
balance transfer of at least $1,000. The 15%
rate will apply thereafter. On June 15, a
$3,000 balance is transferred to the account.
On July 15, a $200 purchase is charged to the
account. Section 226.55(b)(1) would not

permit the card issuer to begin accruing
interest at the 15% rate on the $3,000
transferred balance until December 15.
However, the card issuer may accrue interest
at the 15% rate on the $200 purchase
beginning on July 15.

vi. Same facts as in paragraph v. above
except that the card issuer offers the 5% rate
for six months on all balance transfers of at
least $1,000 during the month of June and a
$2,000 balance is transferred to the account
on June 30 (in addition to the $3,000 balance
transfer on June 15). Because the 5% rate is
not limited to a particular transaction,
§226.55(b)(1) permits the card issuer to begin
accruing interest on the $3,000 and $2,000
transferred balances on December 1.

3. Deferred interest and similar
promotional programs.

i. Application of § 226.55. The general
prohibition in § 226.55(a) applies to the
imposition of accrued interest upon the
expiration of a deferred interest or similar
promotional program under which the
consumer is not obligated to pay interest that
accrues on a balance if that balance is paid
in full prior to the expiration of a specified
period of time. However, the exception in
§ 226.55(b)(1) also applies to these programs,
provided that the specified period is six
months or longer and that, prior to the
commencement of the period, the card issuer
discloses the length of the period and the rate
at which interest will accrue on the balance
subject to the deferred interest or similar
program if that balance is not paid in full
prior to expiration of the period. See
comment 9(c)(2)(v)-9. For purposes of
§226.55, “deferred interest” has the same
meaning as in § 226.16(h)(2) and associated
commentary.

ii. Examples.

A. Deferred interest offer at account
opening. Assume that, at account opening on
January 1 of year one, the card issuer
discloses the following with respect to a
deferred interest program: “No interest on
purchases made in January of year one if paid
in full by December 31 of year one. If the
balance is not paid in full by that date,
interest will be imposed from the transaction
date at a rate of 20%.” On January 15 of year
one, the consumer makes a purchase of
$2,000. No other transactions are made on
the account. The terms of the deferred
interest program require the consumer to
make minimum periodic payments with
respect to the deferred interest balance, and
the payment due on April 1 is not received
until April 10. Section 226.55 does not
permit the card issuer to charge to the
account interest that has accrued on the
$2,000 purchase at this time. Furthermore, if
the consumer pays the $2,000 purchase in
full on or before December 31 of year one,
§226.55 does not permit the card issuer to
charge to the account any interest that has
accrued on that purchase. If, however, the
$2,000 purchase has not been paid in full by
January 1 of year two, § 226.55(b)(1) permits
the card issuer to charge to the account the
interest accrued on that purchase at the 20%
rate during year one (to the extent consistent
with other applicable law).

B. Deferred interest offer after account
opening. Assume that a card issuer discloses
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at account opening on January 1 of year one
that the rate that applies to purchases is a
variable annual percentage rate that is
currently 18% and will be adjusted quarterly
by adding a margin of 8 percentage points to
a publicly-available index not under the card
issuer’s control. The card issuer also
discloses that, to the extent consistent with

§ 226.55 and other applicable law, a non-
variable penalty rate of 30% may apply if the
consumer’s required minimum periodic
payment is received after the payment due
date, which is the first of the month. On June
30 of year two, the consumer uses the
account for a $1,000 purchase in response to
an offer of a deferred interest program. Under
the terms of this program, interest on the
purchase will accrue at the variable rate for
purchases but the consumer will not be
obligated to pay that interest if the purchase
is paid in full by December 31 of year three.
The terms of the deferred interest program
require the consumer to make minimum
periodic payments with respect to the
deferred interest balance, and the payment
due on September 1 of year two is not
received until September 6. Section 226.55
does not permit the card issuer to charge to
the account interest that has accrued on the
$1,000 purchase at this time. Furthermore, if
the consumer pays the $1,000 purchase in
full on or before December 31 of year three,

§ 226.55 does not permit the card issuer to
charge to the account any interest that has
accrued on that purchase. On December 31
of year three, the $1,000 purchase has been
paid in full. Under these circumstances, the
card issuer may not charge any interest
accrued on the $1,000 purchase.

C. Application of § 226.55(b)(4) to deferred
interest programs. Same facts as in paragraph
ii.B. above except that, on November 2 of
year two, the card issuer has not received the
required minimum periodic payments due on
September 1, October 1, or November 1 of
year two and sends a § 226.9(c) or (g) notice
stating that interest accrued on the $1,000
purchase since June 30 of year two will be
charged to the account on December 17 of
year two and thereafter interest will be
charged on the $1,000 purchase consistent
with the variable rate for purchases. On
December 17 of year two, § 226.55(b)(4)
permits the card issuer to charge to the
account interest accrued on the $1,000
purchase since June 30 of year two and
§ 226.55(b)(3) permits the card issuer to begin
charging interest on the $1,000 purchase
consistent with the variable rate for
purchases. However, if the card issuer
receives the required minimum periodic
payments due on January 1, February 1,
March 1, April 1, May 1, and June 1 of year
three, § 226.55(b)(4)(ii) requires the card
issuer to cease charging the account for
interest on the $1,000 purchase no later than
the first day of the next billing cycle. See
comment 55(b)(4)-3.iii. However,

§ 226.55(b)(4)(ii) does not require the card
issuer to waive or credit the account for
interest accrued on the $1,000 purchase since
June 30 of year two. If the $1,000 purchase

is paid in full on December 31 of year three,
the card issuer is not permitted to charge to
the account interest accrued on the $1,000
purchase after June 1 of year three.

4. Contingent or discretionary rate
increases. Section § 226.55(b)(1) permits a
card issuer to increase a temporary annual
percentage rate upon the expiration of a
specified period of time. However,
§226.55(b)(1) does not permit a card issuer
to apply an increased rate that is contingent
on a particular event or occurrence or that
may be applied at the card issuer’s
discretion. The following examples illustrate
rate increases that are not permitted by
§226.55:

i. Assume that a card issuer discloses at
account opening on January 1 of year one
that a non-variable annual percentage rate of
15% applies to purchases but that all rates
on an account may be increased to a non-
variable penalty rate of 30% if a consumer’s
required minimum periodic payment is
received after the payment due date, which
is the fifteenth of the month. On March 1, the
account has a $2,000 purchase balance. The
payment due on March 15 is not received
until March 20. Section 226.55 does not
permit the card issuer to apply the 30%
penalty rate to the $2,000 purchase balance.
However, pursuant to § 226.55(b)(3), the card
issuer could provide a § 226.9(c) or (g) notice
on or before November 16 informing the
consumer that, on January 1 of year two, the
30% rate (or a different rate) will apply to
new transactions.

ii. Assume that a card issuer discloses at
account opening on January 1 of year one
that a non-variable annual percentage rate of
5% applies to transferred balances but that
this rate will increase to a non-variable rate
of 18% if the consumer does not use the
account for at least $200 in purchases each
billing cycle. On July 1, the consumer
transfers a balance of $4,000 to the account.
During the October billing cycle, the
consumer uses the account for $150 in
purchases. Section 226.55 does not permit
the card issuer to apply the 18% rate to the
$4,000 transferred balance or the $150 in
purchases. However, pursuant to
§226.55(b)(3), the card issuer could provide
a §226.9(c) or (g) notice on or before
November 16 informing the consumer that,
on January 1 of year two, the 18% rate (or
a different rate) will apply to new
transactions.

55(b)(2) Variable rate exception.

1. Increases due to increase in index.
Section 226.55(b)(2) provides that an annual
percentage rate that varies according to an
index that is not under the card issuer’s
control and is available to the general public
may be increased due to an increase in the
index. This section does not permit a card
issuer to increase the rate by changing the
method used to determine a rate that varies
with an index (such as by increasing the
margin), even if that change will not result
in an immediate increase. However, from
time to time, a card issuer may change the
day on which index values are measured to
determine changes to the rate.

2. Index not under card issuer’s control. A
card issuer may increase a variable annual
percentage rate pursuant to §226.55(b)(2)
only if the increase is based on an index or
indices outside the card issuer’s control. For
purposes of § 226.55(b)(2), an index is under
the card issuer’s control if:

i. The index is the card issuer’s own prime
rate or cost of funds. A card issuer is
permitted, however, to use a published prime
rate, such as that in the Wall Street Journal,
even if the card issuer’s own prime rate is
one of several rates used to establish the
published rate.

ii. The variable rate is subject to a fixed
minimum rate or similar requirement that
does not permit the variable rate to decrease
consistent with reductions in the index. A
card issuer is permitted, however, to
establish a fixed maximum rate that does not
permit the variable rate to increase consistent
with increases in an index. For example,
assume that, under the terms of an account,
a variable rate will be adjusted monthly by
adding a margin of 5 percentage points to a
publicly-available index. When the account
is opened, the index is 10% and therefore the
variable rate is 15%. If the terms of the
account provide that the variable rate will
not decrease below 15% even if the index
decreases below 10%, the card issuer cannot
increase that rate pursuant to § 226.55(b)(2).
However, § 226.55(b)(2) does not prohibit the
card issuer from providing in the terms of the
account that the variable rate will not
increase above a certain amount (such as
20%).

iii. The variable rate can be calculated
based on any index value during a period of
time (such as the 90 days preceding the last
day of a billing cycle). A card issuer is
permitted, however, to provide in the terms
of the account that the variable rate will be
calculated based on the average index value
during a specified period. In the alternative,
the card issuer is permitted to provide in the
terms of the account that the variable rate
will be calculated based on the index value
on a specific day (such as the last day of a
billing cycle). For example, assume that the
terms of an account provide that a variable
rate will be adjusted at the beginning of each
quarter by adding a margin of 7 percentage
points to a publicly-available index. At
account opening at the beginning of the first
quarter, the variable rate is 17% (based on an
index value of 10%). During the first quarter,
the index varies between 9.8% and 10.5%
with an average value of 10.1%. On the last
day of the first quarter, the index value is
10.2%. At the beginning of the second
quarter, § 226.55(b)(2) does not permit the
card issuer to increase the variable rate to
17.5% based on the first quarter’s maximum
index value of 10.5%. However, if the terms
of the account provide that the variable rate
will be calculated based on the average index
value during the prior quarter, § 226.55(b)(2)
permits the card issuer to increase the
variable rate to 17.1% (based on the average
index value of 10.1% during the first
quarter). In the alternative, if the terms of the
account provide that the variable rate will be
calculated based on the index value on the
last day of the prior quarter, § 226.55(b)(2)
permits the card issuer to increase the
variable rate to 17.2% (based on the index
value of 10.2% on the last day of the first
quarter).

3. Publicly available. The index or indices
must be available to the public. A publicly-
available index need not be published in a
newspaper, but it must be one the consumer
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can independently obtain (by telephone, for
example) and use to verify the annual
percentage rate applied to the account.

4. Changing a non-variable rate to a
variable rate. Section 226.55 generally
prohibits a card issuer from changing a non-
variable annual percentage rate to a variable
annual percentage rate because such a change
can result in an increase. However, a card
issuer may change a non-variable rate to a
variable rate to the extent permitted by one
of the exceptions in § 226.55(b). For example,
§ 226.55(b)(1) permits a card issuer to change
a non-variable rate to a variable rate upon
expiration of a specified period of time.
Similarly, following the first year after the
account is opened, § 226.55(b)(3) permits a
card issuer to change a non-variable rate to
a variable rate with respect to new
transactions (after complying with the notice
requirements in § 226.9(b), (c) or (g)).

5. Changing a variable rate to a non-
variable rate. Nothing in § 226.55 prohibits a
card issuer from changing a variable annual
percentage rate to an equal or lower non-
variable rate. Whether the non-variable rate
is equal to or lower than the variable rate is
determined at the time the card issuer
provides the notice required by § 226.9(c).
For example, assume that on March 1 a
variable annual percentage rate that is
currently 15% applies to a balance of $2,000
and the card issuer sends a notice pursuant
to § 226.9(c) informing the consumer that the
variable rate will be converted to a non-
variable rate of 14% effective April 15. On
April 15, the card issuer may apply the 14%
non-variable rate to the $2,000 balance and
to new transactions even if the variable rate
on March 2 or a later date was less than 14%.

6. Substitution of index. A card issuer may
change the index and margin used to
determine the annual percentage rate under
§226.55(b)(2) if the original index becomes
unavailable, as long as historical fluctuations
in the original and replacement indices were
substantially similar, and as long as the
replacement index and margin will produce
a rate similar to the rate that was in effect at
the time the original index became
unavailable. If the replacement index is
newly established and therefore does not
have any rate history, it may be used if it
produces a rate substantially similar to the
rate in effect when the original index became
unavailable.

55(b)(3) Advance notice exception.

1. Relationship to § 226.9(h). A card issuer
may not increase a fee or charge required to
be disclosed under § 226.6(b)(2)(ii), (b)(2)(iii),
or (b)(2)(xii) pursuant to § 226.55(b)(3) if the
consumer has rejected the increased fee or
charge pursuant to § 226.9(h).

2. Notice provided pursuant to § 226.9(b)
and (c). If an increased annual percentage
rate, fee, or charge is disclosed pursuant to
both § 226.9(b) and (c), that rate, fee, or
charge may only be applied to transactions
that occur more than 14 days after provision
of the § 226.9(c) notice as provided in
§ 226.55(b)(3)(ii).

3. Account opening.

i. Multiple accounts with same card issuer.
When a consumer has a credit card account
with a card issuer and the consumer opens
a new credit card account with the same card

issuer (or its affiliate or subsidiary), the
opening of the new account constitutes the
opening of a credit card account for purposes
of § 226.55(b)(3)(iii) if, more than 30 days
after the new account is opened, the
consumer has the option to obtain additional
extensions of credit on each account. For
example, assume that, on January 1 of year
one, a consumer opens a credit card account
with a card issuer. On July 1 of year one, the
consumer opens a second credit card account
with that card issuer. On July 15, a $1,000
balance is transferred from the first account
to the second account. The opening of the
second account constitutes the opening of a
credit card account for purposes of

§ 226.55(b)(3)(iii) so long as, on August 1, the
consumer has the option to engage in
transactions using either account. Under
these circumstances, the card issuer could
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 the
second account pursuant to § 226.55(b)(3)
until July 1 of year two (which is one year
after the second account was opened).

ii. Substitution, replacement or
consolidation.

A. Generally. A credit card account has not
been opened for purposes of
§ 226.55(b)(3)(iii) when a credit card account
issued by a card issuer is substituted,
replaced, or consolidated with another credit
card account issued by the same card issuer
(or its affiliate or subsidiary). Circumstances
in which a credit card account has not been
opened for purposes of § 226.55(b)(3)(iii)
include when:

(1) A retail credit card account is replaced
with a cobranded general purpose credit card
account that can be used at a wider number
of merchants;

(2) A credit card account is replaced with
another credit card account offering different
features;

(3) A credit card account is consolidated or
combined with one or more other credit card
accounts into a single credit card account; or

(4) A credit card account acquired through
merger or acquisition is replaced with a
credit card account issued by the acquiring
card issuer.

B. Limitation. A card issuer that replaces
or consolidates a credit card account with
another credit card account issued by the
card issuer (or its affiliate or subsidiary) may
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) in a
manner otherwise prohibited by § 226.55. For
example, assume that, on January 1 of year
one, a consumer opens a credit card account
with an annual percentage rate of 15% for
purchases. On July 1 of year one, the account
is replaced with a credit card account that
offers different features (such as rewards on
purchases). Under these circumstances,

§ 226.55(b)(3)(iii) prohibits the card issuer
from increasing the annual percentage rate
for new purchases to a rate that is higher than
15% pursuant to § 226.55(b)(3) until January
1 of year two (which is one year after the first
account was opened).

4. Examples.

i. Change-in-terms rate increase; temporary
rate increase; 14-day period. Assume that an

account is opened on January 1 of year one.
On March 14 of year two, the account has a
purchase balance of $2,000 at a non-variable
annual percentage rate of 15%. On March 15,
the card issuer provides a notice pursuant to
§ 226.9(c) informing the consumer that the
rate for new purchases will increase to a non-
variable rate of 18% on May 1. The notice
further states that the 18% rate will apply for
six months (until November 1) and that
thereafter the card issuer will apply a
variable rate that is currently 22% and is
determined by adding a margin of 12
percentage points to a publicly-available
index that is not under the card issuer’s
control. The fourteenth day after provision of
the notice is March 29 and, on that date, the
consumer makes a $200 purchase. On March
30, the consumer makes a $1,000 purchase.
On May 1, the card issuer may begin accruing
interest at 18% on the $1,000 purchase made
on March 30 (pursuant to § 226.55(b)(3)).
Section 226.55(b)(3)(ii) does not permit the
card issuer to apply the 18% rate to the
$2,200 purchase balance as of March 29
because that balance reflects transactions that
occurred prior to or within 14 days after the
provision of the § 226.9(c) notice. After six
months (November 2), the card issuer may
begin accruing interest on any remaining
portion of the $1,000 purchase at the
previously-disclosed variable rate
determined using the 12-point margin
(pursuant to § 226.55(b)(1) and (b)(3)).

ii. Checks that access an account. Assume
that a card issuer discloses at account
opening on January 1 of year one that the
annual percentage rate that applies to cash
advances is a variable rate that is currently
24% and will be adjusted quarterly by adding
a margin of 14 percentage points to a publicly
available index not under the card issuer’s
control. On July 1 of year two, the card issuer
provides checks that access the account and,
pursuant to § 226.9(b)(3)(i)(A), discloses that
a promotional rate of 15% will apply to
credit extended by use of the checks until
January 1 of year three, after which the cash
advance rate determined using the 14-point
margin will apply. On July 9 of year two, the
consumer uses one of the checks to pay for
a $500 transaction. Beginning on January 1 of
year three, the card issuer may apply the cash
advance rate determined using the 14-point
margin to any remaining portion of the $500
transaction (pursuant to § 226.55(b)(1) and
(b)(3)).

iii. Hold on available credit; 14-day period.
Assume that an account is opened on January
1 of year one. On September 14 of year two,
the account has a purchase balance of $2,000
at a non-variable annual percentage rate of
17%. On September 15, the card issuer
provides a notice pursuant to § 226.9(c)
informing the consumer that the rate for new
purchases will increase to a non-variable rate
of 20% on October 30. The fourteenth day
after provision of the notice is September 29.
On September 28, the consumer uses the
credit card to check into a hotel and the hotel
obtains authorization for a $1,000 hold on the
account to ensure there is adequate available
credit to cover the anticipated cost of the
stay.

A. The consumer checks out of the hotel
on October 2. The actual cost of the stay is
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$1,100 because of additional incidental costs.
On October 2, the hotel charges the $1,100
transaction to the account. For purposes of
§226.55(b)(3), the transaction occurred on
October 2. Therefore, on October 30,

§ 226.55(b)(3) permits the card issuer to
apply the 20% rate to new purchases and to
the $1,100 transaction. However,

§ 226.55(b)(3)(ii) does not permit the card
issuer to apply the 20% rate to any remaining
portion of the $2,000 purchase balance.

B. Same facts as above except that the
consumer checks out of the hotel on
September 29. The actual cost of the stay is
$250, but the hotel does not charge this
amount to the account until November 1. For
purposes of § 226.55(b)(3), the card issuer
may treat the transaction as occurring more
than 14 days after provision of the § 226.9(c)
notice (i.e., after September 29). Accordingly,
the card issuer may apply the 20% rate to the
$250 transaction.

5. Application of increased fees and
charges. See comment 55(c)(1)-3.

55(b)(4) Delinquency exception.

1. Receipt of required minimum periodic
payment within 60 days of due date. Section
226.55(b)(4) applies when a card issuer has
not received the consumer’s required
minimum periodic payment within 60 days
after the due date for that payment. In order
to satisfy this condition, a card issuer that
requires monthly minimum payments
generally must not have received two
consecutive required minimum periodic
payments. Whether a required minimum
periodic payment has been received for
purposes of § 226.55(b)(4) depends on
whether the amount received is equal to or
more than the first outstanding required
minimum periodic payment. For example,
assume that the required minimum periodic
payments for a credit card account are due
on the fifteenth day of the month. On May
13, the card issuer has not received the $50
required minimum periodic payment due on
March 15 or the $150 required minimum
periodic payment due on April 15. The
sixtieth day after the March 15 payment due
date is May 14. If the card issuer receives a
$50 payment on May 14, § 226.55(b)(4) does
not apply because the payment is equal to the
required minimum periodic payment due on
March 15 and therefore the account is not
more than 60 days delinquent. However, if
the card issuer instead received a $40
payment on May 14, § 226.55(b)(4) would
apply beginning on May 15 because the
payment is less than the required minimum
periodic payment due on March 15.
Furthermore, if the card issuer received the
$50 payment on May 15, § 226.55(b)(4)
would apply because the card issuer did not
receive the required minimum periodic
payment due on March 15 within 60 days
after the due date for that payment.

2. Relationship to § 226.9(g)(3)(i)(B). A card
issuer that has complied with the disclosure
requirements in § 226.9(g)(3)(i)(B) has also
complied with the disclosure requirements in
§226.55(b)(4)(i).

3. Reduction in rate pursuant to
§226.55(b)(4)(ii). Section 226.55(b)(4)(ii)
provides that, 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 § 226.55(b)(4) 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.

i. Six consecutive payments immediately
following effective date of increase. Section
226.55(b)(4)(ii) does not apply if the card
issuer does not receive six consecutive
required minimum periodic payments on or
before the payment due date beginning with
the payment due immediately following the
effective date of the increase, even if, at some
later point in time, the card issuer receives
six consecutive required minimum periodic
payments on or before the payment due date.

ii. Rate, fee, or charge that does not exceed
rate, fee, or charge that applied before
increase. Although § 226.55(b)(4)(ii) requires
the card issuer to reduce an annual
percentage rate, fee, or charge increased
pursuant to § 226.55(b)(4) to the annual
percentage rate, fee, or charge that applied
prior to the increase, this provision does not
prohibit the card issuer from applying an
increased annual percentage rate, fee, or
charge consistent with any of the other
exceptions in § 226.55(b). For example, if a
temporary rate applied prior to the
§ 226.55(b)(4) increase and the temporary rate
expired before a reduction in rate pursuant
to § 226.55(b)(4)(ii), the card issuer may
apply an increased rate to the extent
consistent with § 226.55(b)(1). Similarly, if a
variable rate applied prior to the
§ 226.55(b)(4) increase, the card issuer may
apply any increase in that variable rate to the
extent consistent with §226.55(b)(2).

iii. Delayed implementation of reduction. If
§ 226.55(b)(4)(ii) requires a card issuer to
reduce an annual percentage rate, fee, or
charge on a date that is not the first day of
a billing cycle, the card issuer may delay
application of the reduced rate, fee, or charge
until the first day of the following billing
cycle.

iv. Examples. The following examples
illustrate the application of § 226.55(b)(4)(ii):

A. Assume that the billing cycles for an
account begin on the first day of the month
and end on the last day of the month and that
the required minimum periodic payments are
due on the fifteenth day of the month.
Assume also that the account has a $5,000
purchase balance to which a non-variable
annual percentage rate of 15% applies. On
May 16 of year one, the card issuer has not
received the required minimum periodic
payments due on the fifteenth day of March,
April, or May and sends a § 226.9(c) or (g)
notice stating that the annual percentage rate
applicable to the $5,000 balance and to new
transactions will increase to 28% effective
July 1. On July 1, § 226.55(b)(4) permits the
card issuer to apply the 28% rate to the
$5,000 balance and to new transactions. The
card issuer receives the required minimum
periodic payments due on the fifteenth day
of July, August, September, October,
November, and December. On January 1 of
year two, § 226.55(b)(4)(ii) requires the card

issuer to reduce the rate that applies to any
remaining portion of the $5,000 balance to
15%. The card issuer is not required to
reduce the rate that applies to any
transactions that occurred on or after May 31
(which is the fifteenth day after provision of
the §226.9(c) or (g) notice).

B. Same facts as paragraph iv.A. above
except that the 15% rate that applied to the
$5,000 balance prior to the § 226.55(b)(4)
increase was scheduled to increase to 20%
on August 1 of year one (pursuant to
§ 226.55(b)(1)). On January 1 of year two,
§226.55(b)(4)(ii) requires the card issuer to
reduce the rate that applies to any remaining
portion of the $5,000 balance to 20%.

C. Same facts as paragraph iv.A. above
except that the 15% rate that applied to the
$5,000 balance prior to the § 226.55(b)(4)
increase was scheduled to increase to 20%
on March 1 of year two (pursuant to
§226.55(b)(1)). On January 1 of year two,

§ 226.55(b)(4)(ii) requires the card issuer to
reduce the rate that applies to any remaining
portion of the $5,000 balance to 15%.

D. Same facts as paragraph iv.A. above
except that the 15% rate that applied to the
$5,000 balance prior to the § 226.55(b)(4)
increase was a variable rate that was
determined by adding a margin of 10
percentage points to a publicly-available
index not under the card issuer’s control
(consistent with § 226.55(b)(2)). On January 1
of year two, § 226.55(b)(4)(ii) requires the
card issuer to reduce the rate that applies to
any remaining portion of the $5,000 balance
to the variable rate determined using the 10-
point margin.

E. For an example of the application of
§226.55(b)(4)(ii) to deferred interest or
similar programs, see comment 55(b)(1)-
3.ii.C.

55(b)(5) Workout and temporary hardship
arrangement exception.

1. Scope of exception. Nothing in
§226.55(b)(5) permits a card issuer to alter
the requirements of § 226.55 pursuant to a
workout or temporary hardship arrangement.
For example, a card issuer cannot increase an
annual percentage rate or a fee or charge
required to be disclosed under
§226.6(b)(2)(i1), (b)(2)(iii), or (b)(2)(xii)
pursuant to a workout or temporary hardship
arrangement unless otherwise permitted by
§226.55. In addition, a card issuer cannot
require the consumer to make payments with
respect to a protected balance that exceed the
payments permitted under § 226.55(c).

2. Relationship to § 226.9(c)(2)(v)(D). A
card issuer that has complied with the
disclosure requirements in § 226.9(c)(2)(v)(D)
has also complied with the disclosure
requirements in § 226.55(b)(5)(i). See
comment 9(c)(2)(v)-10. Thus, although the
disclosures required by § 226.55(b)(5)(i) must
generally be provided in writing prior to
commencement of the arrangement, a card
issuer may comply with § 226.55(b)(5)(i) by
complying with § 226.9(c)(2)(v)(D), which
states that the disclosure of the terms of the
arrangement may be made orally by
telephone, provided that the card issuer
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.
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3. Rate, fee, or charge that does not exceed
rate, fee, or charge that applied before
workout or temporary hardship arrangement.
Upon the completion or failure of a workout
or temporary hardship arrangement,

§ 226.55(b)(5)(ii) prohibits the card issuer
from applying 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. However, this provision does
not prohibit the card issuer from applying an
increased annual percentage rate, fee, or
charge upon completion or failure of the
arrangement, to the extent consistent with
any of the other exceptions in § 226.55(b).
For example, if a temporary rate applied
prior to the arrangement and that rate expired
during the arrangement, the card issuer may
apply an increased rate upon completion or
failure of the arrangement to the extent
consistent with § 226.55(b)(1). Similarly, if a
variable rate applied prior to the
arrangement, the card issuer may apply any
increase in that variable rate upon
completion or failure of the arrangement to
the extent consistent with § 226.55(b)(2).

4. Examples.

i. Assume that an account is subject to a
$50 annual fee and that, consistent with
§ 226.55(b)(4), the margin used to determine
a variable annual percentage rate that applies
to a $5,000 balance is increased from 5
percentage points to 15 percentage points.
Assume also that the card issuer and the
consumer subsequently agree to a workout
arrangement that reduces the annual fee to $0
and reduces the margin back to 5 points on
the condition that the consumer pay a
specified amount by the payment due date
each month. If the consumer does not pay the
agreed-upon amount by the payment due
date, § 226.55(b)(5) permits the card issuer to
increase the annual fee to $50 and increase
the margin for the variable rate that applies
to the $5,000 balance up to 15 percentage
points.

ii. Assume that a consumer fails to make
four consecutive monthly minimum
payments totaling $480 on a consumer credit
card account with a balance of $6,000 and
that, consistent with §226.55(b)(4), the
annual percentage rate that applies to that
balance is increased from a non-variable rate
of 15% to a non-variable penalty rate of 30%.
Assume also that the card issuer and the
consumer subsequently agree to a temporary
hardship arrangement that reduces all rates
on the account to 0% on the condition that
the consumer pay an amount by the payment
due date each month that is sufficient to cure
the $480 delinquency within six months. If
the consumer pays the agreed-upon amount
by the payment due date during the six-
month period and cures the delinquency,
§226.55(b)(5) permits the card issuer to
increase the rate that applies to any
remaining portion of the $6,000 balance to
15% or any other rate up to the 30% penalty
rate.

55(b)(6) Servicemembers Civil Relief Act
exception.

1. Rate that does not exceed rate that
applied before decrease. Once 50 U.S.C. app.

527 no longer applies, § 226.55(b)(6)
prohibits a card issuer from applying an
annual percentage rate to any transactions
that occurred prior to a decrease in rate
pursuant to 50 U.S.C. app. 527 that exceeds
the rate that applied to those transactions
prior to the decrease. However, this provision
does not prohibit the card issuer from
applying an increased annual percentage rate
once 50 U.S.C. app. 527 no longer applies, to
the extent consistent with any of the other
exceptions in § 226.55(b). For example, if a
temporary rate applied prior to the decrease
and that rate expired during the period that
50 U.S.C. app. 527 applied to the account,
the card issuer may apply an increased rate
once 50 U.S.C. app. 527 no longer applies to
the extent consistent with § 226.55(b)(1).
Similarly, if a variable rate applied prior to
the decrease, the card issuer may apply any
increase in that variable rate once 50 U.S.C.
app. 527 no longer applies to the extent
consistent with § 226.55(b)(2).

2. Example. Assume that on December 31
of year one the annual percentage rate that
applies to a $5,000 balance on a credit card
account is a variable rate that is determined
by adding a margin of 10 percentage points
to a publicly-available index that is not under
the card issuer’s control. On January 1 of year
two, the card issuer reduces the rate that
applies to the $5,000 balance to a non-
variable rate of 6% pursuant to 50 U.S.C.
app. 527. On January 1 of year three, 50
U.S.C. app. 527 ceases to apply and the card
issuer provides a notice pursuant to
§ 226.9(c) informing the consumer that on
February 15 of year three the variable rate
determined using the 10-point margin will
apply to any remaining portion of the $5,000
balance. On February 15 of year three,
§226.55(b)(6) permits the card issuer to begin
accruing interest on any remaining portion of
the $5,000 balance at the variable rate
determined using the 10-point margin.

55(c) Treatment of protected balances.

55(c)(1) Definition of protected balance.

1. Example of protected balance. Assume
that, on March 15 of year two, an account has
a purchase balance of $1,000 at a non-
variable annual percentage rate of 12% and
that, on March 16, the card issuer sends a
notice pursuant to § 226.9(c) informing the
consumer that the annual percentage rate for
new purchases will increase to a non-variable
rate of 15% on May 1. The fourteenth day
after provision of the notice is March 29. On
March 29, the consumer makes a $100
purchase. On March 30, the consumer makes
a $150 purchase. On May 1, § 226.55(b)(3)(ii)
permits the card issuer to begin accruing
interest at 15% on the $150 purchase made
on March 30 but does not permit the card
issuer to apply that 15% rate to the $1,100
purchase balance as of March 29.
Accordingly, the protected balance for
purposes of § 226.55(c) is the $1,100
purchase balance as of March 29. The $150
purchase made on March 30 is not part of the
protected balance.

2. First year after account opening. Section
226.55(c) applies to amounts owed for a
category of transactions to which an
increased annual percentage rate or an
increased fee or charge cannot be applied
after the rate, fee, or charge for that category

of transactions has been increased pursuant
to §226.55(b)(3). Because § 226.55(b)(3)(iii)
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 account opening,

§ 226.55(c) does not apply to balances during
the first year after account opening.

3. Increased fees and charges. Once an
account has been open for more than one
year, § 226.55(b)(3) permits a card issuer to
increase 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) or (c),
provided that the increased fee or charge is
not applied to a protected balance. A card
issuer is not prohibited from increasing a fee
or charge that applies to the account as a
whole or to balances other than the protected
balance. For example, after the first year
following account opening, a card issuer may
add a new annual or a monthly maintenance
fee to an account or increase such a fee so
long as the fee is not based solely on the
protected balance. However, if the consumer
rejects an increase in a fee or charge pursuant
to §226.9(h), the card issuer is prohibited
from applying the increased fee or charge to
the account and from imposing any other fee
or charge solely as a result of the rejection.
See §226.9(h)(2)(i) and (ii); comment
9(h)(2)({i)-2.

55(c)(2) Repayment of protected balance.

1. No less beneficial to the consumer. A
card issuer may provide a method of
repaying the protected balance that is
different from the methods listed in
§226.55(c)(2) so long as the method used is
no less beneficial to the consumer than one
of the listed methods. A method is no less
beneficial to the consumer if the method
results in a required minimum periodic
payment that is equal to or less than a
minimum payment calculated using the
method for the account before the effective
date of the increase. Similarly, a method is
no less beneficial to the consumer if the
method amortizes the balance in five years or
longer or if the method results in a required
minimum periodic payment that is equal to
or less than a minimum payment calculated
consistent with § 226.55(c)(2)(iii). For
example:

i. If at account opening the cardholder
agreement stated that the required minimum
periodic payment would be either the total of
fees and interest charges plus 1% of the total
amount owed or $20 (whichever is greater),
the card issuer may require the consumer to
make a minimum payment of $20 even if
doing so would pay off the balance in less
than five years or constitute more than 2%
of the balance plus fees and interest charges.

ii. A card issuer could increase the
percentage of the balance included in the
required minimum periodic payment from
2% to 5% so long as doing so would not
result in amortization of the balance in less
than five years.

iii. A card issuer could require the
consumer to make a required minimum
periodic payment that amortizes the balance
in four years so long as doing so would not
more than double the percentage of the
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balance included in the minimum payment
prior to the date on which the increased
annual percentage rate, fee, or charge became
effective.

55(c)(2)(ii) Five-year amortization period.

1. Amortization period starting from
effective date of increase. Section
226.55(c)(2)(ii) provides for an amortization
period for the protected balance of no less
than five years, starting from the date on
which the increased annual percentage rate
or fee or charge required to be disclosed
under § 226.6(b)(2)(ii), (b)(2)(iii), or (b)(2)(xii)
became effective. A card issuer is not
required to recalculate the required
minimum periodic payment for the protected
balance if, during the amortization period,
that balance is reduced as a result of the
allocation of payments by the consumer in
excess of that minimum payment consistent
with § 226.53 or any other practice permitted
by these rules and other applicable law.

2. Amortization when applicable rate is
variable. If the annual percentage rate that
applies to the protected balance varies with
an index, the card issuer may adjust the
interest charges included in the required
minimum periodic payment for that balance
accordingly in order to ensure that the
balance is amortized in five years. For
example, assume that a variable rate that is
currently 15% applies to a protected balance
and that, in order to amortize that balance in
five years, the required minimum periodic
payment must include a specific amount of
principal plus all accrued interest charges. If
the 15% variable rate increases due to an
increase in the index, the creditor may
increase the required minimum periodic
payment to include the additional interest
charges.

55(c)(2)(iii) Doubling repayment rate.

1. Portion of required minimum periodic
payment on other balances. Section
226.55(c)(2)(iii) addresses the portion of the
required minimum periodic payment based
on the protected balance. Section
226.55(c)(2)(iii) does not limit or otherwise
address the card issuer’s ability to determine
the portion of the required minimum
periodic payment based on other balances on
the account or the card issuer’s ability to
apply that portion of the minimum payment
to the balances on the account.

2. Example. Assume that the method used
by a card issuer to calculate the required
minimum periodic payment for a credit card
account requires the consumer to pay either
the total of fees and accrued interest charges
plus 2% of the total amount owed or $50,
whichever is greater. Assume also that the
account has a purchase balance of $2,000 at
an annual percentage rate of 15% and a cash
advance balance of $500 at an annual
percentage rate of 20% and that the card
issuer increases the rate for purchases to 18%
but does not increase the rate for cash
advances. Under § 226.55(c)(2)(iii), the card
issuer may require the consumer to pay fees
and interest plus 4% of the $2,000 purchase
balance. Section 226.55(c)(2)(iii) does not
limit the card issuer’s ability to increase the
portion of the required minimum periodic
payment that is based on the cash advance
balance.

55(d) Continuing application.

1. Closed accounts. If a credit card account
under an open-end (not home-secured)
consumer credit plan with a balance is
closed, § 226.55 continues to apply to that
balance. For example, if a card issuer or a
consumer closes a credit card account with
a balance, § 226.55(d)(1) prohibits the card
issuer from increasing the annual percentage
rate that applies to that balance or imposing
a periodic fee based solely on that balance
that was not charged before the account was
closed (such as a closed account fee) unless
permitted by one of the exceptions in
§226.55(b).

2. Acquired accounts. If, through merger or
acquisition (for example), a card issuer
acquires a credit card account under an open-
end (not home-secured) consumer credit plan
with a balance, § 226.55 continues to apply
to that balance. For example, if a credit card
account has a $1,000 purchase balance with
an annual percentage rate of 15% and the
card issuer that acquires that account applies
an 18% rate to purchases, § 226.55(d)(1)
prohibits the card issuer from applying the
18% rate to the $1,000 balance unless
permitted by one of the exceptions in
§226.55(b).

3. Balance transfers.

i. Between accounts issued by the same
creditor. If a 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, § 226.55 continues to apply to
that balance. For example, if a credit card
account has a $2,000 purchase balance with
an annual percentage rate of 15% and that
balance is transferred to another credit card
account issued by the same creditor that
applies an 18% rate to purchases,
§226.55(d)(2) prohibits the creditor from
applying the 18% rate to the $2,000 balance
unless permitted by one of the exceptions in
§ 226.55(b). However, the creditor would not
generally be prohibited from charging a new
periodic fee (such as an annual fee) on the
second account so long as the fee is not based
solely on the $2,000 balance and the creditor
has notified the consumer of the fee either by
providing written notice 45 days before
imposing the fee pursuant to § 226.9(c) or by
providing account-opening disclosures
pursuant to § 226.6(b). See also
§ 226.55(b)(3)(iii); comment 55(b)(3)-3;
comment 5(b)(1)(i)-6. Additional
circumstances in which a balance is
considered transferred for purposes of
§226.55(d)(2) include when:

A. A retail credit card account with a
balance is replaced or substituted with a
cobranded general purpose credit card
account that can be used with a broader
merchant base;

B. A credit card account with a balance is
replaced or substituted with another credit
card account offering different features;

C. A credit card account with a balance is
consolidated or combined with one or more
other credit card accounts into a single credit
card account; and

D. A credit card account is replaced or
substituted with a line of credit that can be
accessed solely by an account number.

ii. Between accounts issued by different
creditors. If a balance is transferred to a

credit card account under an open-end (not
home-secured) consumer credit plan issued
by a creditor from a credit card account
issued by a different creditor or an institution
that is not an affiliate or subsidiary of the
creditor that issued the account to which the
balance is transferred, § 226.55(d)(2) does not
prohibit the creditor to which the balance is
transferred from applying its account terms
to that balance, provided that those terms
comply with this part. For example, if a
credit card account issued by creditor A has
a $1,000 purchase balance at an annual
percentage rate of 15% and the consumer
transfers that balance to a credit card account
with a purchase rate of 17% issued by
creditor B, creditor B may apply the 17% rate
to the $1,000 balance. However, creditor B
may not subsequently increase the rate on
that balance unless permitted by one of the
exceptions in § 226.55(b).

Section 226.56—Requirements for Over-the-
Limit Transactions

56(b) Opt-in requirement.

1. Policy and practice of declining over-
the-limit transactions. Section
226.56(b)(1)(i)—(v), including the
requirements to provide notice and obtain
consumer consent, do not apply to any card
issuer that has a policy and practice of
declining to pay any over-the-limit
transactions for the consumer’s credit card
account when the card issuer has a
reasonable belief that completing a
transaction will cause the consumer to
exceed the consumer’s credit limit for that
account. For example, if a card issuer only
authorizes those transactions which, at the
time of authorization, would not cause the
consumer to exceed a credit limit, it is not
subject to the requirement to provide
consumers notice and an opportunity to
affirmatively consent to the card issuer’s
payment of over-the-limit transactions.
However, if an over-the-limit transaction is
paid without the consumer providing
affirmative consent, the card issuer may not
charge a fee for paying the transaction.

2. Over-the-limit transactions not required
to be authorized or paid. Section 226.56 does
not require a card issuer to authorize or pay
an over-the-limit transaction even if the
consumer has affirmatively consented to the
card issuer’s over-the-limit service.

3. Examples of reasonable opportunity to
provide affirmative consent. A card issuer
provides a reasonable opportunity for the
consumer to provide affirmative consent to
the card issuer’s payment of over-the-limit
transactions when, among other things, it
provides reasonable methods by which the
consumer may affirmatively consent. A card
issuer provides such reasonable methods if—

i. On the application. The card issuer
provides the notice on the application form
that the consumer can fill out to request the
service as part of the application;

ii. By mail. The card issuer provides a form
with the account-opening disclosures or the
periodic statement for the consumer to fill
out and mail to affirmatively request the
service;

iii. By telephone. The card issuer provides
a readily available telephone line that
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consumers may call to provide affirmative
consent.

iv. By electronic means. The card issuer
provides an electronic means for the
consumer to affirmatively consent. For
example, a card issuer could provide a form
that can be accessed and processed at its Web
site, where the consumer can check a box to
opt in and confirm that choice by clicking on
a button that affirms the consumer’s consent.

4. Separate consent required. A consumer’s
affirmative consent, or opt-in, to a card
issuer’s payment of over-the-limit
transactions must be obtained separately
from other consents or acknowledgments
obtained by the card issuer. For example, a
consumer’s signature on a credit application
to request a credit card would not by itself
sufficiently evidence the consumer’s consent
to the card issuer’s payment of over-the-limit
transactions. However, a card issuer may
obtain a consumer’s affirmative consent by
providing a blank signature line or a check
box on the application that the consumer can
sign or select to request the over-the-limit
service, provided that the signature line or
check box is used solely for purposes of
evidencing the choice and not for any other
purpose, such as to also obtain consumer
consents for other account services or
features or to receive disclosures
electronically.

5. Written confirmation. A card issuer may
comply with the requirement in
§ 226.56(b)(1)(iv) to provide written
confirmation of the consumer’s decision to
affirmatively consent, or opt in, to the card
issuer’s payment of over-the-limit
transactions by providing the consumer a
copy of the consumer’s completed opt-in
form or by sending a letter or notice to the
consumer acknowledging that the consumer
has elected to opt into the card issuer’s
service. A card issuer may also satisfy the
written confirmation requirement by
providing the confirmation on the first
periodic statement sent after the consumer
has opted in. For example, a card issuer
could provide a written notice consistent
with § 226.56(e)(2) on the periodic statement.
A card issuer may not, however, assess any
over-the-limit fees or charges on the
consumer’s credit card account unless and
until the card issuer has sent the written
confirmation. Thus, if a card issuer elects to
provide written confirmation on the first
periodic statement after the consumer has
opted in, it would not be permitted to assess
any over-the-limit fees or charges until the
next statement cycle.

56(b)(2) Completion of over-the-limit
transactions without consumer consent.

1. Examples of over-the-limit transactions
paid without consumer consent. Section
226.56(b)(2) provides that a card issuer may
pay an over-the-limit transaction even if the
consumer has not provided affirmative
consent, so long as the card issuer does not
impose a fee or charge for paying the
transaction. The prohibition on imposing fees
for paying an over-the-limit transaction
applies even in circumstances where the card
issuer is unable to avoid paying a transaction
that exceeds the consumer’s credit limit.

i. Transactions not submitted for
authorization. A consumer has not

affirmatively consented to a card issuer’s
payment of over-the-limit transactions. The
consumer purchases a $3 cup of coffee using
his credit card. Because of the small dollar
amount of the transaction, the merchant does
not submit the transaction to the card issuer
for authorization. The transaction causes the
consumer to exceed the credit limit. Under
these circumstances, the card issuer is
prohibited from imposing a fee or charge on
the consumer’s credit card account for paying
the over-the-limit transaction because the
consumer has not opted in to the card
issuer’s over-the-limit service.

ii. Settlement amount exceeds
authorization amount. A consumer has not
affirmatively consented to a card issuer’s
payment of over-the-limit transactions. The
consumer uses his credit card at a pay-at-the-
pump fuel dispenser to purchase $50 of fuel.
Before permitting the consumer to use the
fuel pump, the merchant verifies the validity
of the card by requesting an authorization
hold of $1. The subsequent $50 transaction
amount causes the consumer to exceed his
credit limit. Under these circumstances, the
card issuer is prohibited from imposing a fee
or charge on the consumer’s credit card
account for paying the over-the-limit
transaction because the consumer has not
opted in to the card issuer’s over-the-limit
service.

iii. Intervening charges. A consumer has
not affirmatively consented to a card issuer’s
payment of over-the-limit transactions. The
consumer makes a $50 purchase using his
credit card. However, before the $50
transaction is charged to the consumer’s
account, a separate recurring charge is posted
to the account. The $50 purchase then causes
the consumer to exceed his credit limit.
Under these circumstances, the card issuer is
prohibited from imposing a fee or charge on
the consumer’s credit card account for paying
the over-the-limit transaction because the
consumer has not opted in to the card
issuer’s over-the-limit service.

2. Permissible fees or charges when a
consumer has not consented. Section
226.56(b)(2) does not preclude a card issuer
from assessing fees or charges other than
over-the-limit fees when an over-the-limit
transaction is completed. For example, if a
consumer has not opted in, the card issuer
may assess a balance transfer fee in
connection with a balance transfer, provided
such a fee is assessed whether or not the
transfer exceeds the credit limit. Section
226.56(b)(2) does not limit the card issuer’s
ability to debit the consumer’s account for
the amount of the over-the-limit transaction
if the card issuer is permitted to do so under
applicable law. The card issuer may also
assess interest charges in connection with the
over-the-limit transaction.

56(c) Method of election.

1. Card issuer-determined methods. A card
issuer may determine the means available to
consumers to affirmatively consent, or opt in,
to the card issuer’s payment of over-the-limit
transactions. For example, a card issuer may
decide to obtain consents in writing,
electronically, or orally, or through some
combination of these methods. Section
226.56(c) further requires, however, that such
methods must be made equally available for

consumers to revoke a prior consent. Thus,
for example, if a card issuer allows a
consumer to consent in writing or
electronically, it must also allow the
consumer to revoke that consent in writing
or electronically.

2. Electronic requests. A consumer consent
or revocation request submitted
electronically is not considered a consumer
disclosure for purposes of the E-Sign Act.

56(d) Timing and placement of notices.

1. Contemporaneous notice for oral or
electronic consent. Under § 226.56(d)(1)(ii), if
a card issuer seeks to obtain consent from the
consumer orally or by electronic means, the
card issuer must provide a notice containing
the disclosures in § 226.56(e)(1) prior to and
as part of the process of obtaining the
consumer’s consent.

56(e) Content.

1. Varying fee amounts. If the amount of
an over-the-limit fee may vary, such as based
on the amount of the over-the-limit
transaction, the card issuer may indicate that
the consumer may be assessed a fee “up to”
the maximum fee.

2. Notice content. In describing the
consumer’s right to affirmatively consent to
a card issuer’s payment of over-the-limit
transactions, the card issuer may explain that
any transactions that exceed the consumer’s
credit limit will be declined if the consumer
does not consent to the service. In addition,
the card issuer should explain that even if a
consumer consents, the payment of over-the-
limit transactions is at the discretion of the
card issuer. For example, the card issuer may
indicate that it may decline a transaction for
any reason, such as if the consumer is past
due or significantly over the limit. The card
issuer may also disclose the consumer’s right
to revoke consent.

56(f) Joint relationships.

1. Authorized users. Section 226.56(f) does
not permit a card issuer to treat a request to
opt in to or to revoke a prior request for the
card issuer’s payment of over-the-limit
transactions from an authorized user that is
not jointly liable on a credit card account as
a consent or revocation request for that
account.

56(g) Continuing right to opt in or revoke
opt-in.

1. Fees or charges for over-the-limit
transactions incurred prior to revocation.
Section 226.56(g) provides that a consumer
may revoke his or her prior consent at any
time. If a consumer does so, this provision
does not require the card issuer to waive or
reverse any over-the-limit fees or charges
assessed to the consumer’s account for
transactions that occurred prior to the card
issuer’s implementation of the consumer’s
revocation request. Nor does this requirement
prevent the card issuer from assessing over-
the-limit fees in subsequent cycles if the
consumer’s account balance continues to
exceed the credit limit after the payment due
date as a result of an over-the-limit
transaction that occurred prior to the
consumer’s revocation of consent.

56(h) Duration of opt-in.

1. Card issuer ability to stop paying over-
the-limit transactions after consumer
consent. A card issuer may cease paying
over-the-limit transactions for consumers that
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have previously opted in at any time and for
any reason. For example, a card issuer may
stop paying over-the-limit transactions for a
consumer to respond to changes in the credit
risk presented by the consumer.

56(j) Prohibited practices.

1. Periodic fees or charges. A card issuer
may charge an over-the-limit fee or charge
only if the consumer has exceeded the credit
limit during the billing cycle. Thus, a card
issuer may not impose any recurring or
periodic fees for paying over-the-limit
transactions (for example, a monthly “over-
the-limit protection” service fee), even if the
consumer has affirmatively consented to or
opted in to the service, unless the consumer
has in fact exceeded the credit limit during
that cycle.

2. Examples of limits on fees or charges
imposed per billing cycle. Section 226.56(j)(1)
generally prohibits a card issuer from
assessing a fee or charge due to the same
over-the-limit transaction for more than three
billing cycles. The following examples
illustrate the prohibition.

i. Assume that a consumer has opted into
a card issuer’s payment of over-the-limit
transactions. The consumer exceeds the
credit limit during the December billing cycle
and does not make sufficient payment to
bring the account balance back under the
limit for four consecutive cycles. The
consumer does not engage in any additional
transactions during this period. In this case,
§226.56(j)(1) would permit the card issuer to
charge a maximum of three over-the-limit
fees for the December over-the-limit
transaction.

ii. Assume the same facts as above except
that the consumer makes sufficient payment
to reduce his account balance by the payment
due date during the February billing cycle.
The card issuer may charge over-the-limit
fees for the December and January billing
cycles. However, because the consumer’s
account balance was below the credit limit
by the payment due date for the February
billing cycle, the card issuer may not charge
an over-the-limit fee for the February billing
cycle.

iii. Assume the same facts as in paragraph
i., except that the consumer engages in
another over-the-limit transaction during the
February billing cycle. Because the consumer
has obtained an additional extension of
credit which causes the consumer to exceed
his credit limit, the card issuer may charge
over-the-limit fees for the December
transaction on the January, February and
March billing statements, and additional
over-the-limit fees for the February
transaction on the April and May billing
statements. The card issuer may not charge
an over-the-limit fee for each of the December
and the February transactions on the March
billing statement because it is prohibited
from imposing more than one over-the-limit
fee during a billing cycle.

3. Replenishment of credit line. Section
226.56(j)(2) does not prevent a card issuer
from delaying replenishment of a consumer’s
available credit where appropriate, for
example, where the card issuer may suspect
fraud on the credit card account. However, a
card issuer may not assess an over-the-limit
fee or charge if the over-the-limit transaction

is caused by the card issuer’s decision not to
promptly replenish the available credit after
the consumer’s payment is credited to the
consumer’s account.

4. Examples of conditioning. Section
226.56(j)(3) prohibits a card issuer from
conditioning or otherwise tying the amount
of a consumer’s credit limit on the consumer
affirmatively consenting to the card issuer’s
payment of over-the-limit transactions where
the card issuer assesses an over-the-limit fee
for the transaction. The following examples
illustrate the prohibition.

i. Amount of credit limit. Assume that a
card issuer offers a credit card with a credit
limit of $1,000. The consumer is informed
that if the consumer opts in to the payment
of the card issuer’s payment of over-the-limit
transactions, the initial credit limit would be
increased to $1,300. If the card issuer would
have offered the credit card with the $1,300
credit limit but for the fact that the consumer
did not consent to the card issuer’s payment
of over-the-limit transactions, the card issuer
would not be in compliance with
§226.56(j)(3). Section 226.56(j)(3) prohibits
the card issuer from tying the consumer’s
opt-in to the card issuer’s payment of over-
the-limit transactions as a condition of
obtaining the credit card with the $1,300
credit limit.

ii. Access to credit. Assume the same facts
as above, except that the card issuer declines
the consumer’s application altogether
because the consumer has not affirmatively
consented or opted in to the card issuer’s
payment of over-the-limit transactions. The
card issuer is not in compliance with
§ 226.56(j)(3) because the card issuer has
required the consumer’s consent as a
condition of obtaining credit.

5. Over-the-limit fees caused by accrued
fees or interest. Section 226.56(j)(4) prohibits
a card issuer from imposing any over-the-
limit fees or charges on a consumer’s account
if the consumer has exceeded the credit limit
solely because charges imposed as part of the
plan as described in § 226.6(b)(3) were
charged to the consumer’s account during the
billing cycle. For example, a card issuer may
not assess an over-the-limit fee or charge
even if the credit limit was exceeded due to
fees for services requested by the consumer
if such fees would constitute charges
imposed as part of the plan (such as fees for
voluntary debt cancellation or suspension
coverage). Section 226.56(j)(4) does not,
however, restrict card issuers from assessing
over-the-limit fees or charges due to accrued
finance charges or fees from prior cycles that
have subsequently been added to the account
balance. The following examples illustrate
the prohibition.

i. Assume that a consumer has opted in to
a card issuer’s payment of over-the-limit
transactions. The consumer’s account has a
credit limit of $500. The billing cycles for the
account begin on the first day of the month
and end on the last day of the month. The
account is not eligible for a grace period as
defined in § 226.5(b)(2)(ii)(B)(3). On
December 31, the only balance on the
account is a purchase balance of $475. On
that same date, $50 in fees charged as part
of the plan under § 226.6(b)(3)(i) and interest
charges are imposed on the account,

increasing the total balance at the end of the
December billing cycle to $525. Although the
total balance exceeds the $500 credit limit,
§226.56(j)(4) prohibits the card issuer from
imposing an over-the-limit fee or charge for
the December billing cycle in these
circumstances because the consumer’s credit
limit was exceeded solely because of the
imposition of fees and interest charges during
that cycle.

ii. Same facts as above except that, on
December 31, the only balance on the
account is a purchase balance of $400. On
that same date, $50 in fees imposed as part
of the plan under § 226.6(b)(3)(i), including
interest charges, are imposed on the account,
increasing the total balance at the end of the
December billing cycle to $450. The
consumer makes a $25 payment by the
January payment due date and the remaining
$25 in fees imposed as part of the plan in
December is added to the outstanding
balance. On January 25, an $80 purchase is
charged to the account. At the close of the
cycle on January 31, an additional $20 in fees
imposed as part of the plan are imposed on
the account, increasing the total balance to
$525. Because § 226.56(j)(4) does not require
the issuer to consider fees imposed as part of
the plan for the prior cycle in determining
whether an over-the-limit fee may be
properly assessed for the current cycle, the
issuer need not take into account the
remaining $25 in fees and interest charges
from the December cycle in determining
whether fees imposed as part of the plan
caused the consumer to exceed the credit
limit during the January cycle. Thus, under
these circumstances, § 226.56(j)(4) does not
prohibit the card issuer from imposing an
over-the-limit fee or charge for the January
billing cycle because the $20 in fees imposed
as part of the plan for the January billing
cycle did not cause the consumer to exceed
the credit limit during that cycle.

Section 226.57—Reporting and Marketing
Rules for College Student Open-End Credit

57(a) Definitions.

57(a)(1) College student credit card.

1. Definition. The definition of college
student credit card excludes home-equity
lines of credit accessed by credit cards and
overdraft lines of credit accessed by debit
cards. A college student credit card includes
a college affinity card within the meaning of
TILA Section 127(r)(1)(A). In addition, a card
may fall within the scope of the definition
regardless of the fact that it is not
intentionally targeted at or marketed to
college students. For example, an agreement
between a college and a card issuer may
provide for marketing of credit cards to
alumni, faculty, staff, and other non-student
consumers who have a relationship with the
college, but also contain provisions that
contemplate the issuance of cards to
students. A credit card issued to a student at
the college in connection with such an
agreement qualifies as a college student
credit card.

57(a)(5) College credit card agreement.

1. Definition. Section 226.57(a)(5) defines
“college credit card agreement” to include
any business, marketing or promotional
agreement between a card issuer and a
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college or university (or an affiliated
organization, such as an alumni club or a
foundation) if the agreement provides for the
issuance of credit cards to full-time or part-
time students. Business, marketing or
promotional agreements may include a broad
range of arrangements between a card issuer
and an institution of higher education or
affiliated organization, including
arrangements that do not meet the criteria to
be considered college affinity card
agreements as discussed in TILA Section
127(r)(1)(A). For example, TILA Section
127(r)(1)(A) specifies that under a college
affinity card agreement, the card issuer has
agreed to make a donation to the institution
or affiliated organization, the card issuer has
agreed to offer discounted terms to the
consumer, or the credit card will display
pictures, symbols, or words identified with
the institution or affiliated organization; even
if these conditions are not met, an agreement
may qualify as a college credit card
agreement, if the agreement is a business,
marketing or promotional agreement that
contemplates the issuance of college student
credit cards to college students currently
enrolled (either full-time or part-time) at the
institution. An agreement may qualify as a
college credit card agreement even if
marketing of cards under the agreement is
targeted at alumni, faculty, staff, and other
non-student consumers, as long as cards may
also be issued to students in connection with
the agreement.

57(b) Public disclosure of agreements.

1. Public disclosure. Section 226.57(b)
requires an institution of higher education to
publicly disclose any contract or other
agreement made with a card issuer or
creditor for the purpose of marketing a credit
card. Examples of publicly disclosing such
contracts or agreements include, but are not
limited to, posting such contracts or
agreements on the institution’s Web site or
making such contracts or agreements
available upon request, provided the
procedures for requesting the documents are
reasonable and free of cost to the requestor,
and the requested contracts or agreements are
provided within a reasonable time frame.

2. Redaction prohibited. An institution of
higher education must publicly disclose any
contract or other agreement made with a card
issuer for the purpose of marketing a credit
card in its entirety and may not redact any
portion of such contract or agreement. Any
clause existing in such contracts or
agreements, providing for the confidentiality
of any portion of the contract or agreement,
would be invalid to the extent it restricts the
ability of the institution of higher education
to publicly disclose the contract or agreement
in its entirety.

57(c) Prohibited inducements.

1. Tangible item clarified. A tangible item
includes any physical item, such as a gift
card, a t-shirt, or a magazine subscription,
that a card issuer or creditor offers to induce
a college student to apply for or open an
open-end consumer credit plan offered by
such card issuer or creditor. Tangible items
do not include non-physical inducements
such as discounts, rewards points, or
promotional credit terms.

2. Inducement clarified. If a tangible item
is offered to a person whether or not that

person applies for or opens an open-end
consumer credit plan, the tangible item has
not been offered to induce the person to
apply for or open the plan. For example,
refreshments offered to a college student on
campus that are not conditioned on whether
the student has applied for or agreed to open
an open-end consumer credit plan would not
violate § 226.57(c).

3. Near campus clarified. A location that
is within 1,000 feet of the border of the
campus of an institution of higher education,
as defined by the institution of higher
education, is considered near the campus of
an institution of higher education.

4. Mailings included. The prohibition in
§226.57(c) on offering a tangible item to a
college student to induce such student to
apply for or open an open-end consumer
credit plan offered by such card issuer or
creditor applies to any solicitation or
application mailed to a college student at an
address on or near the campus of an
institution of higher education.

5. Related event clarified. An event is
related to an institution of higher education
if the marketing of such event uses the name,
emblem, mascot, or logo of an institution of
higher education, or other words, pictures,
symbols identified with an institution of
higher education in a way that implies that
the institution of higher education endorses
or otherwise sponsors the event.

6. Reasonable procedures for determining
if applicant is a student. Section 226.57(c)
applies solely to offering a tangible item to
a college student. Therefore, a card issuer or
creditor may offer any person who is not a
college student a tangible item to induce
such person to apply for or open an open-end
consumer credit plan offered by such card
issuer or creditor, on campus, near campus,
or at an event sponsored by or related to an
institution of higher education. The card
issuer or creditor must have reasonable
procedures for determining whether an
applicant is a college student before giving
the applicant the tangible item. For example,
a card issuer or creditor may ask whether the
applicant is a college student as part of the
application process. The card issuer or
creditor may rely on the representations
made by the applicant.

57(d) Annual report to the Board.

57(d)(2) Contents of report.

1. Memorandum of understanding. Section
226.57(d)(2) requires that the report to the
Board include, among other items, a copy of
any memorandum of understanding between
the card issuer and the institution (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.” Such a
memorandum of understanding includes any
document that amends the college credit card
agreement, or that constitutes a further
agreement between the parties as to the
interpretation or administration of the
agreement. For example, a memorandum of
understanding required to be included in the
report would include a document that
provides details on the dollar amounts of
payments from the card issuer to the
university, to supplement the original

agreement which only provided for payments
in general terms (e.g., as a percentage). A
memorandum of understanding for these
purposes would not include email (or other)
messages that merely discuss matters such as
the addresses to which payments should be
sent or the names of contact persons for
carrying out the agreement.

Section 226.58—Internet Posting of Credit
Card Agreements

58(b) Definitions.

58(b)(1) Agreement.

1. Inclusion of pricing information. For
purposes of this section, a credit card
agreement is deemed to include certain
information, such as annual percentage rates
and fees, even if the issuer does not
otherwise include this information in the
basic credit contract. This information is
listed under the defined term “pricing
information” in § 226.58(b)(6). For example,
the basic credit contract may not specify
rates, fees and other information that
constitutes pricing information as defined in
§226.58(b)(6); instead, such information may
be provided to the cardholder in a separate
document sent along with the card. However,
this information nevertheless constitutes part
of the agreement for purposes of § 226.58.

2. Provisions contained in separate
documents included. A credit card agreement
is defined as 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. An agreement therefore may
consist of several documents that, taken
together, define the legal obligation between
the issuer and consumer. For example,
provisions that mandate arbitration or allow
an issuer to unilaterally alter the terms of the
card issuer’s or consumer’s obligation are
part of the agreement even if they are
provided to the consumer in a document
separate from the basic credit contract.

58(b)(2) Amends.

1. Substantive changes. A change to an
agreement is substantive, and therefore is
deemed an amendment of the agreement, if
it alters the rights or obligations of the
parties. Section 226.58(b)(2) provides that
any change in the pricing information, as
defined in § 226.58(b)(6), is deemed to be
substantive. Examples of other changes that
generally would be considered substantive
include: (i) Addition or deletion of a
provision giving the issuer or consumer a
right under the agreement, such as a clause
that allows an issuer to unilaterally change
the terms of an agreement; (ii) addition or
deletion of a provision giving the issuer or
consumer an obligation under the agreement,
such as a clause requiring the consumer to
pay an additional fee; (iii) changes that may
affect the cost of credit to the consumer, such
as changes in a provision describing how the
minimum payment will be calculated; (iv)
changes that may affect how the terms of the
agreement are construed or applied, such as
changes in a choice-of-law provision; and (v)
changes that may affect the parties to whom
the agreement may apply, such as provisions
regarding authorized users or assignment of
the agreement.
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2. Non-substantive changes. Changes that
generally would not be considered
substantive include, for example: (i)
Correction of typographical errors that do not
affect the meaning of any terms of the
agreement; (ii) changes to the card issuer’s
corporate name, logo, or tagline; (iii) changes
to the format of the agreement, such as
conversion to a booklet from a full-sheet
format, changes in font, or changes in
margins; (iv) changes to the name of the
credit card to which the program applies; (v)
reordering sections of the agreement without
affecting the meaning of any terms of the
agreement; (vi) adding, removing, or
modifying a table of contents or index; and
(vii) changes to titles, headings, section
numbers, or captions.

58(b)(4) Offers.

1. Cards offered to limited groups. A card
issuer is deemed to offer a credit card
agreement to the public even if the issuer
solicits, or accepts applications from, only a
limited group of persons. For example, a card
issuer may market affinity cards to students
and alumni of a particular educational
institution, or may solicit only high-net-
worth individuals for a particular card; in
these cases, the agreement would be
considered to be offered to the public.
Similarly, agreements for credit cards issued
by a credit union are considered to be offered
to the public even though such cards are
available only to credit union members.

2. Individualized agreements. A card issuer
is deemed to offer a credit card agreement to
the public even if the terms of the agreement
are changed immediately upon opening of an
account to terms not offered to the public.

58(b)(5) Open account

1. Open account clarified. The definition of
open account includes a credit card account
under an open-end (not home-secured)
consumer credit plan if 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. Under this definition, an account
that meets either of these criteria is
considered to be open even if the account is
inactive. Similarly, if an account has been
closed for new activity (for example, due to
default by the cardholder), but the cardholder
is still making payments to pay off the
outstanding balance, the account is
considered open.

58(b)(7) Private label credit card account
and private label credit card plan.

1. Private label credit card account. The
term 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. This term
applies to any such credit card account,
regardless of whether it is issued by the
merchant or its affiliate or by an unaffiliated
third party.

2. Co-branded credit cards. The term
private label credit card account does not
include accounts with so-called co-branded
credit cards. Credit cards that display the
name, mark, or logo of a merchant or
affiliated group of merchants as well as the
mark, logo, or brand of payment network are

generally referred to as co-branded cards.
While these credit cards may display the
brand of the merchant or affiliated group of
merchants as the dominant brand on the
card, such credit cards are usable at any
merchant that participates in the payment
network. Because these credit cards can be
used at multiple unaffiliated merchants,
accounts with such credit cards are not
considered private label credit card accounts
under §226.58(b)(7).

3. Affiliated group of merchants. The term
“affiliated group of merchants” means two or
more affiliated merchants or other persons
that are related by common ownership or
common corporate control. For example, the
term would include franchisees that are
subject to a common set of corporate policies
or practices under the terms of their franchise
licenses. The term also applies to two or
more merchants or other persons that agree
among each other, by contract or otherwise,
to accept a credit card bearing the same
name, mark, or logo (other than the mark,
logo, or brand of a payment network), for the
purchase of goods or services solely at such
merchants or persons. For example, several
local clothing retailers jointly agree to issue
credit cards called the “Main Street Fashion
Card” that can be used to make purchases
only at those retailers. For purposes of this
section, these retailers would be considered
an affiliated group of merchants.

4. Private label credit card plan. Which
credit card accounts issued by a particular
issuer constitute a private label credit card
plan is determined by where the credit cards
can be used. All of the private label credit
card accounts issued by a particular card
issuer with credit cards usable at the same
merchant or affiliated group of merchants
constitute a single private label credit card
plan, regardless of whether the rates, fees, or
other terms applicable to the individual
credit card accounts differ. For example, a
card issuer has 3,000 open private label
credit card accounts with credit cards usable
only at Merchant A and 5,000 open private
label credit card accounts with credit cards
usable only at Merchant B and its affiliates.
The card issuer has two separate private label
credit card plans, as defined by
§ 226.58(b)(7)—one plan consisting of 3,000
open accounts with credit cards usable only
at Merchant A and another plan consisting of
5,000 open accounts with credit cards usable
only at Merchant B and its affiliates.

The example above remains the same
regardless of whether (or the extent to which)
the terms applicable to the individual open
accounts differ. For example, assume that,
with respect to the card issuer’s 3,000 open
accounts with credit cards usable only at
Merchant A in the example above, 1,000 of
the open accounts have a purchase APR of
12 percent, 1,000 of the open accounts have
a purchase APR of 15 percent, and 1,000 of
the open accounts have a purchase APR of
18 percent. All of the 5,000 open accounts
with credit cards usable only at Merchant B
and Merchant B’s affiliates have the same 15
percent purchase APR. The card issuer still
has only two separate private label credit
card plans, as defined by §226.58(b)(7). The
open accounts with credit cards usable only
at Merchant A do not constitute three

separate private label credit card plans under
§ 226.58(b)(7), even though the accounts are
subject to different terms.

58(c) Submission of agreements to Board.

58(c)(1) Quarterly submissions.

1. Quarterly submission requirement.
Section 226.58(c)(1) requires card issuers to
send quarterly submissions to the Board no
later than the first business day on or after
January 31, April 30, July 31, and October 31
of each year. For example, a card issuer has
already submitted three credit card
agreements to the Board. On October 15, the
card issuer stops offering agreement A. On
November 20, the card issuer amends
agreement B. On December 1, the issuer starts
offering a new agreement D. The card issuer
must submit to the Board no later than the
first business day on or after January 31: (i)
Notification that the card issuer is
withdrawing agreement A, because it is no
longer offered to the public; (ii) the amended
version of agreement B; and (iii) agreement
D.

2. No quarterly submission required. Under
§226.58(c)(1), a card issuer is not required to
make any submission to the Board at a
particular quarterly submission deadline if,
during the previous calendar quarter, the
card issuer did not take any of the following
actions: (i) Offering a new credit card
agreement that was not submitted to the
Board previously; (ii) amending an agreement
previously submitted to the Board; and (iii)
ceasing to offer an agreement previously
submitted to the Board. For example, a card
issuer offers five agreements to the public as
of September 30 and submits these to the
Board by October 31, as required by
§226.58(c)(1). Between September 30 and
December 31, the card issuer continues to
offer all five of these agreements to the public
without amending them and does not begin
offering any new agreements. The card issuer
is not required to make any submission to the
Board by the following January 31.

3. Quarterly submission of complete set of
updated agreements. Section 226.58(c)(1)
permits a card issuer to submit to the Board
on a quarterly basis a complete, updated set
of the credit card agreements the card issuer
offers to the public. For example, a card
issuer offers agreements A, B, and C to the
public as of March 31. The card issuer
submits each of these agreements to the
Board by April 30 as required by
§ 226.58(c)(1). On May 15, the card issuer
amends agreement A, but does not make any
changes to agreements B or C. As of June 30,
the card issuer continues to offer amended
agreement A and agreements B and C to the
public. At the next quarterly submission
deadline, July 31, the card issuer must
submit the entire amended agreement A and
is not required to make any submission with
respect to agreements B and C. The card
issuer may either: (i) Submit the entire
amended agreement A and make no
submission with respect to agreements B and
C; or (ii) submit the entire amended
agreement A and also resubmit agreements B
and C. A card issuer may choose to resubmit
to the Board all of the agreements it offered
to the public as of a particular quarterly
submission deadline even if the card issuer
has not introduced any new agreements or
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amended any agreements since its last
submission and continues to offer all
previously submitted agreements.

58(c)(3) Amended agreements.

1. No requirement to resubmit agreements
not amended. Under § 226.58(c)(3), 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. For example, a credit card issuer
begins offering an agreement in October and
submits the agreement to the Board the
following January 31, as required by
§226.58(c)(1). As of March 31, the card issuer
has not amended the agreement and is still
offering the agreement to the public. The card
issuer is not required to submit anything to
the Board regarding that agreement by April
30.

2. Submission of amended agreements. If a
card issuer amends a credit card agreement
previously submitted to the Board,

§ 226.58(c)(3) requires the card issuer to
submit the entire amended agreement to the
Board by the first quarterly submission
deadline after the last day of the calendar
quarter in which the change became
effective. For example, a card issuer submits
an agreement to the Board on October 31. On
November 15, the issuer changes the balance
computation method used under the
agreement. Because an element of the pricing
information has changed, the agreement has
been amended and the card issuer must
submit the entire amended agreement to the
Board no later than January 31.

3. Change-in-terms notices not permissible.
Section 226.58(c)(3) requires that if an
agreement previously submitted to the Board
is amended, the card issuer must submit the
entire revised agreement to the Board. A card
issuer may not fulfill this requirement by
submitting a change-in-terms or similar
notice covering only the terms that have
changed. In addition, amendments must be
integrated into the text of the agreement (or
the addenda described in § 226.58(c)(8)), not
provided as separate riders. For example, a
card issuer changes the purchase APR
associated with an agreement the issuer has
previously submitted to the Board. The
purchase APR for that agreement was
included in the addendum of pricing
information, as required by § 226.58(c)(8).
The card issuer may not submit a change-in-
terms or similar notice reflecting the change
in APR, either alone or accompanied by the
original text of the agreement and original
pricing information addendum. Instead, the
card issuer must revise the pricing
information addendum to reflect the change
in APR and submit to the Board the entire
text of the agreement and the entire revised
addendum, even though no changes have
been made to the provisions of the agreement
and only one item on the pricing information
addendum has changed.

58(c)(4) Withdrawal of agreements.

1. Notice of withdrawal of agreement.
Section 226.58(c)(4) requires a card issuer to
notify the Board if any agreement previously
submitted to the Board by that issuer is no
longer offered to the public by the first
quarterly submission deadline after the last

day of the calendar quarter in which the card
issuer ceased to offer the agreement. For
example, on January 5 a card issuer stops
offering to the public an agreement it
previously submitted to the Board. The card
issuer must notify the Board that the
agreement is being withdrawn by April 30,
the first quarterly submission deadline after
March 31, the last day of the calendar quarter
in which the card issuer stopped offering the
agreement.

58(c)(5) De minimis exception.

1. Relationship to other exceptions. The de
minimis exception is distinct from the
private label credit card exception under
§226.58(c)(6) and the product testing
exception under § 226.58(c)(7). The de
minimis exception provides that a card issuer
with fewer than 10,000 open credit card
accounts is not required to submit any
agreements to the Board, regardless of
whether those agreements qualify for the
private label credit card exception or the
product testing exception. In contrast, the
private label credit card exception and the
product testing exception provide that a card
issuer is not required to submit to the Board
agreements offered solely in connection with
certain types of credit card plans with fewer
than 10,000 open accounts, regardless of the
card issuer’s total number of open accounts.

2. De minimis exception. Under
§226.58(c)(5), a card issuer is not required to
submit any credit card agreements to the
Board under § 226.58(c)(1) if the card issuer
has fewer than 10,000 open credit card
accounts as of the last business day of the
calendar quarter. For example, a card issuer
offers five credit card agreements to the
public as of September 30. However, the card
issuer has only 2,000 open credit card
accounts as of September 30. The card issuer
is not required to submit any agreements to
the Board by October 31 because the issuer
qualifies for the de minimis exception.

3. Date for determining whether card issuer
qualifies clarified. Whether a card issuer
qualifies for the de minimis exception is
determined as of the last business day of each
calendar quarter. For example, as of
December 31, a card issuer offers three
agreements to the public and has 9,500 open
credit card accounts. As of January 30, the
card issuer still offers three agreements, but
has 10,100 open accounts. As of March 31,
the card issuer still offers three agreements,
but has only 9,700 open accounts. Even
though the card issuer had 10,100 open
accounts at one time during the calendar
quarter, the card issuer qualifies for the de
minimis exception because the number of
open accounts was less than 10,000 as of
March 31. The card issuer therefore is not
required to submit any agreements to the
Board under § 226.58(c)(1) by April 30.

4. Date for determining whether card issuer
ceases to qualify clarified. Whether a card
issuer has ceased to qualify for the de
minimis exception under § 226.58(c)(5) is
determined as of the last business day of the
calendar quarter, For example, as of June 30,
a card issuer offers three agreements to the
public and has 9,500 open credit card
accounts. The card issuer is not required to
submit any agreements to the Board under
§226.58(c)(1) because the card issuer

qualifies for the de minimis exception. As of
July 15, the card issuer still offers the same
three agreements, but now has 10,000 open
accounts. The card issuer is not required to
take any action at this time, because whether
a card issuer qualifies for the de minimis
exception under § 226.58(c)(5) is determined
as of the last business day of the calendar
quarter. As of September 30, the card issuer
still offers the same three agreements and
still has 10,000 open accounts. Because the
card issuer had 10,000 open accounts as of
September 30, the card issuer ceased to
qualify for the de minimis exception and
must submit the three agreements it offers to
the Board by October 31, the next quarterly
submission deadline.

5. Option to withdraw agreements clarified.
Section 226.58(c)(5) provides that 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 as required by § 226.58(c)(1) until
the card issuer notifies the Board that the
issuer is withdrawing all agreements it
previously submitted to the Board. For
example, a card issuer has 10,001 open
accounts and offers three agreements to the
public as of December 31. The card issuer has
submitted each of the three agreements to the
Board as required under § 226.58(c)(1). As of
March 31, the card issuer has only 9,999
open accounts. The card issuer has two
options. First, the card issuer may notify the
Board that the card issuer is withdrawing
each of the three agreements it previously
submitted. Once the card issuer has notified
the Board, the card issuer is no longer
required to make quarterly submissions to
the Board under § 226.58(c)(1). Alternatively,
the card issuer may choose not to notify the
Board that it is withdrawing its agreements.
In this case, the card issuer must continue
making quarterly submissions to the Board as
required by § 226.58(c)(1). The card issuer
might choose not to withdraw its agreements
if, for example, the card issuer believes that
it likely will cease to qualify for the de
minimis exception again in the near future.

58(c)(6) Private label credit card exception.

1. Private label credit card exception.
Under §226.58(c)(6)(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. For example, a
card issuer offers to the public a credit card
agreement offered solely for private label
credit card accounts with credit cards that
can be used only at Merchant A. The card
issuer has 8,000 open accounts with such
credit cards usable only at Merchant A. The
card issuer is not required to submit this
agreement to the Board under § 226.58(c)(1)
because the agreement is offered for a private
label credit card plan with fewer than 10,000
open accounts, and the credit card agreement
is not offered to the public other than for
accounts under that private label credit card
plan.

In contrast, assume the same card issuer
also offers to the public a different credit card
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agreement that is offered solely for private
label credit card accounts with credit cards
usable only at Merchant B. The card issuer
has 12,000 open accounts with such credit
cards usable only at Merchant B. The private
label credit card exception does not apply.
Although this agreement is offered for a
private label credit card plan (i.e., the 12,000
private label credit card accounts with credit
cards usable only at Merchant B), and the
agreement is not offered to the public other
than for accounts under that private label
credit card plan, the private label credit card
plan has more than 10,000 open accounts.
(The card issuer still is not required to
submit to the Board the agreement offered in
connection with credit cards usable only at
Merchant A, as each agreement is evaluated
separately under the private label credit card
exception.)

2. Card issuers with small private label and
other credit card plans. Whether the private
label credit card exception applies is
determined on an agreement-by-agreement
basis. Therefore, some agreements offered by
a card issuer may qualify for the private label
credit card exception even though the card
issuer also offers other agreements that do
not qualify, such as agreements offered for
accounts with cards usable at multiple
unaffiliated merchants or agreements offered
for accounts under private label plans with
10,000 or more open accounts.

3. De minimis exception distinguished. The
private label credit card exception under
§226.58(c)(6) is distinct from the de minimis
exception under § 226.58(c)(5). The private
label credit card exception exempts card
issuers from submitting certain agreements to
the Board regardless of the card issuer’s
overall size as measured by total number of
open accounts. In contrast, the de minimis
exception exempts a particular card issuer
from submitting any credit card agreements
to the Board if the card issuer has fewer than
10,000 total open accounts. For example, a
card issuer offers to the public two credit
card agreements. Agreement A is offered
solely for private label credit card accounts
with credit cards usable only at Merchant A.
The card issuer has 5,000 open credit card
accounts with such credit cards usable only
at Merchant A. Agreement B is offered solely
for credit card accounts with cards usable at
multiple unaffiliated merchants that
participate in a major payment network. The
card issuer has 40,000 open credit card
accounts with such payment network cards.
The card issuer is not required to submit
agreement A to the Board under
§ 226.58(c)(1) because agreement A qualifies
for the private label credit card exception
under § 226.58(c)(6). Agreement A is offered
for accounts under a private label credit card
plan with fewer than 10,000 open accounts
(i.e., the 5,000 accounts with credit cards
usable only at Merchant A) and is not
otherwise offered to the public. The card
issuer is required to submit agreement B to
the Board under § 226.58(c)(1). The card
issuer does not qualify for the de minimis
exception under § 226.58(c)(5) because it has
more than 10,000 open accounts, and
agreement B does not qualify for the private
label credit card exception under
§226.58(c)(6) because it is not offered solely

for accounts under a private label credit card
plan with fewer than 10,000 open accounts.

4. Agreement otherwise offered to the
public. An agreement qualifies for the private
label exception only if it is offered for
accounts under one or more private label
credit card plans with fewer than 10,000
open accounts and is not offered to the
public other than for accounts under such a
plan. For example, a card issuer offers a
single agreement to the public. The
agreement is offered for private label credit
card accounts with credit cards usable only
at Merchant A. The card issuer has 9,000
such open accounts with credit cards usable
only at Merchant A. The agreement also is
offered for credit card accounts with credit
cards usable at multiple unaffiliated
merchants that participate in a major
payment network. The agreement does not
qualify for the private label credit card
exception. The agreement is offered for
accounts under a private label credit card
plan with fewer than 10,000 open accounts.
However, the agreement also is offered to the
public for accounts that are not part of a
private label credit card plan and therefore
does not qualify for the private label credit
card exception.

Similarly, an agreement does not qualify
for the private label credit card exception if
it is offered in connection with one private
label credit card plan with fewer than 10,000
open accounts and one private label credit
card plan with 10,000 or more open
accounts. For example, a card issuer offers a
single credit card agreement to the public.
The agreement is offered for two types of
accounts. The first type of account is a
private label credit card account with a credit
card usable only at Merchant A. The second
type of account is a private label credit card
account with a credit card usable only at
Merchant B. The card issuer has 10,000 such
open accounts with credit cards usable only
at Merchant A and 5,000 such open accounts
with credit cards usable only at Merchant B.
The agreement does not qualify for the
private label credit card exception. While the
agreement is offered for accounts under a
private label credit card plan with fewer than
10,000 open accounts (i.e., the 5,000 open
accounts with credit cards usable only at
Merchant B), the agreement is also offered for
accounts not under such a plan (i.e., the
10,000 open accounts with credit cards
usable only at Merchant A).

5. Agreement used for multiple small
private label plans. The private label
exception applies even if the same agreement
is used for more than one private label credit
card plan with fewer than 10,000 open
accounts. For example, a card issuer has
15,000 total open private label credit card
accounts. Of these, 7,000 accounts have
credit cards usable only at Merchant A, 5,000
accounts have credit cards usable only at
Merchant B, and 3,000 accounts have credit
cards usable only at Merchant C. The card
issuer offers to the public a single credit card
agreement that is offered for all three types
of accounts and is not offered for any other
type of account. The card issuer is not
required to submit the agreement to the
Board under § 226.58(c)(1). The agreement is
used for three different private label credit

card plans (i.e., the accounts with credit
cards usable at Merchant A, the accounts
with credit cards usable at Merchant B, and
the accounts with credit cards usable at
Merchant C), each of which has fewer than
10,000 open accounts, and the card issuer
does not offer the agreement for any other
type of account. The agreement therefore
qualifies for the private label credit card
exception under § 226.58(c)(6).

6. Multiple agreements used for one private
label credit card plan. The private label
credit card exception applies even if a card
issuer offers more than one agreement in
connection with a particular private label
credit card plan. For example, a card issuer
has 5,000 open private label credit card
accounts with credit cards usable only at
Merchant A. The card issuer offers to the
public three different agreements each of
which may be used in connection with
private label credit card accounts with credit
cards usable only at Merchant A. The
agreements are not offered for any other type
of credit card account. The card issuer is not
required to submit any of the three
agreements to the Board under § 226.58(c)(1)
because each of the agreements is used for a
private label credit card plan which has
fewer than 10,000 open accounts and none of
the three is offered to the public other than
for accounts under such a plan.

58(c)(8) Form and content of agreements
submitted to the Board.

1. “As of” date clarified. Agreements
submitted to the Board must contain the
provisions of the agreement and pricing
information in effect as of the last business
day of the preceding calendar quarter. For
example, on June 1, a card issuer decides to
decrease the purchase APR associated with
one of the agreements it offers to the public.
The change in the APR will become effective
on August 1. If the card issuer submits the
agreement to the Board on July 31 (for
example, because the agreement has been
otherwise amended), the agreement
submitted should not include the new lower
APR because that APR was not in effect on
June 30, the last business day of the
preceding calendar quarter.

2. Pricing agreement addendum. Pricing
information must be set forth in the separate
addendum described in § 226.58(c)(8)(ii)(A)
even if it is also stated elsewhere in the
agreement.

3. Pricing agreement variations do not
constitute separate agreements. 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
by setting forth all the possible variations or
by providing a range of possible variations.
Two agreements that differ only with respect
to variations in the pricing information do
not constitute separate agreements for
purposes of this section. For example, a card
issuer offers two types of credit card accounts
that differ only with respect to the purchase
APR. The purchase APR for one type of
account is 15 percent, while the purchase
APR for the other type of account is 18
percent. The provisions of the agreement and
pricing information for the two types of
accounts are otherwise identical. The card
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issuer should not submit to the Board one
agreement with a pricing information
addendum listing a 15 percent purchase APR
and another agreement with a pricing
information addendum listing an 18 percent
purchase APR. Instead, the card issuer
should submit to the Board one agreement
with a pricing information addendum listing
possible purchase APRs of 15 or 18 percent.

4. Optional variable terms addendum.
Examples of provisions that might be
included in the variable terms addendum
include a clause that is required by law to be
included in credit card agreements in a
particular state but not in other states (unless,
for example, a clause is included in the
agreement used for all cardholders under a
heading such as “For State X Residents”), the
name of the credit card plan to which the
agreement applies (if this information is
included in the agreement), or the name of
a charitable organization to which donations
will be made in connection with a particular
card (if this information is included in the
agreement).

5. Integrated agreement requirement. Card
issuers may not provide provisions of the
agreement or pricing information in the form
of change-in-terms notices or riders. The only
two addenda that may be submitted as part
of an agreement are the pricing information
addendum and optional variable terms
addendum described in § 226.58(c)(8).
Changes in provisions or pricing information
must be integrated into the body of the
agreement, pricing information addendum, or
optional variable terms addendum described
in § 226.58(c)(8). For example, it would be
impermissible for a card issuer to submit to
the Board an agreement in the form of a terms
and conditions document dated January 1,
2005, four subsequent change in terms
notices, and 2 addenda showing variations in
pricing information. Instead, the card issuer
must submit a document that integrates the
changes made by each of the change in terms
notices into the body of the original terms
and conditions document and a single
addendum displaying variations in pricing
information.

58(d) Posting of agreements offered to the
public.

1. Requirement applies only to agreements
submitted to the Board. Card issuers are only
required to post and maintain on their
publicly available Web site the credit card
agreements that the card issuer must submit
to the Board under § 226.58(c). If, for
example, a card issuer is not required to
submit any agreements to the Board because
the card issuer qualifies for the de minimis
exception under § 226.58(c)(5), the card
issuer is not required to post and maintain
any agreements on its Web site under
§ 226.58(d). Similarly, if a card issuer is not
required to submit a specific agreement to the
Board, such as an agreement that qualifies for
the private label exception under
§ 226.58(c)(6), the card issuer is not required
to post and maintain that agreement under
§226.58(d) (either on the card issuer’s
publicly available Web site or on the publicly
available Web sites of merchants at which
private label credit cards can be used). (The
card issuer in both of these cases is still
required to provide each individual

cardholder with access to his or her specific
credit card agreement under § 226.58(e) by
posting and maintaining the agreement on
the card issuer’s Web site or by providing a
copy of the agreement upon the cardholder’s
request.)

2. Card issuers that do not otherwise
maintain Web sites. Unlike § 226.58(e),
§226.58(d) does not include a special rule for
card issuers that do not otherwise maintain
a Web site. If a card issuer is required to
submit one or more agreements to the Board
under § 226.58(c), that card issuer must post
those agreements on a publicly available Web
site it maintains (or, with respect to an
agreement for a private label credit card, on
the publicly available Web site of at least one
of the merchants at which the card may be
used, as provided in § 226.58(d)(1)).

3. Private label credit card plans. Section
226.58(d) provides that, with respect to an
agreement offered solely for accounts under
one or more private label credit card plans,

a card issuer may comply by posting and
maintaining the agreement on the Web site of
at least one of the merchants at which the
cards issued under each private label credit
card plan with 10,000 or more open accounts
may be used. For example, a card issuer has
100,000 open private label credit card
accounts. Of these, 75,000 open accounts
have credit cards usable only at Merchant A
and 25,000 open accounts have credit cards
usable only at Merchant B and Merchant B’s
affiliates, Merchants C and D. The card issuer
offers to the public a single credit card
agreement that is offered for both of these
types of accounts and is not offered for any
other type of account.

The card issuer is required to submit the
agreement to the Board under § 226.58(c)(1).
(The card issuer has more than 10,000 open
accounts, so the § 226.58(c)(5) de minimis
exception does not apply. The agreement is
offered solely for two different private label
credit card plans (i.e., one plan consisting of
the accounts with credit cards usable at
Merchant A and one plan consisting of the
accounts with credit cards usable at
Merchant B and its affiliates, Merchants C
and D), but both of these plans have more
than 10,000 open accounts, so the
§ 226.58(c)(6) private label credit card
exception does not apply. Finally, the
agreement is not offered solely in connection
with a product test by the card issuer, so the
§226.58(c)(7) product test exception does not
apply.)

Because the card issuer is required to
submit the agreement to the Board under
§226.58(c)(1), the card issuer is required to
post and maintain the agreement on the card
issuer’s publicly available Web site under
§226.58(d). However, because the agreement
is offered solely for accounts under one or
more private label credit card plans, the card
issuer may comply with § 226.58(d) in either
of two ways. First, the card issuer may
comply by posting and maintaining the
agreement on the card issuer’s own publicly
available Web site. Alternatively, the card
issuer may comply by posting and
maintaining the agreement on the publicly
available Web site of Merchant A and the
publicly available Web site of at least one of
Merchants B, C and D. It would not be

sufficient for the card issuer to post the
agreement on Merchant A’s Web site alone
because § 226.58(d) requires the card issuer
to post the agreement on the publicly
available Web site of “at least one of the
merchants at which cards issued under each
private label credit card plan may be used”
(emphasis added).

In contrast, assume that a card issuer has
100,000 open private label credit card
accounts. Of these, 5,000 open accounts have
credit cards usable only at Merchant A and
95,000 open accounts have credit cards
usable only at Merchant B and Merchant B’s
affiliates, Merchants C and D. The card issuer
offers to the public a single credit card
agreement that is offered for both of these
types of accounts and is not offered for any
other type of account.

The card issuer is required to submit the
agreement to the Board under § 226.58(c)(1).
(The card issuer has more than 10,000 open
accounts, so the § 226.58(c)(5) de minimis
exception does not apply. The agreement is
offered solely for two different private label
credit card plans (i.e., one plan consisting of
the accounts with credit cards usable at
Merchant A and one plan consisting of the
accounts with credit cards usable at
Merchant B and its affiliates, Merchants C
and D), but one of these plans has more than
10,000 open accounts, so the § 226.58(c)(6)
private label credit card exception does not
apply. Finally, the agreement is not offered
solely in connection with a product test by
the card issuer, so the § 226.58(c)(7) product
test exception does not apply.)

Because the card issuer is required to
submit the agreement to the Board under
§226.58(c)(1), the card issuer is required to
post and maintain the agreement on the card
issuer’s publicly available Web site under
§ 226.58(d). However, because the agreement
is offered solely for accounts under one or
more private label credit card plans, the card
issuer may comply with § 226.58(d) in either
of two ways. First, the card issuer may
comply by posting and maintaining the
agreement on the card issuer’s own publicly
available Web site. Alternatively, the card
issuer may comply by posting and
maintaining the agreement on the publicly
available Web site of at least one of
Merchants B, C and D. The card issuer is not
required to post and maintain the agreement
on the publicly available Web site of
Merchant A because the card issuer’s private
label credit card plan consisting of accounts
with cards usable only at Merchant A has
fewer than 10,000 open accounts.

58(e) Agreements for all open accounts.

1. Requirement applies to all open
accounts. The requirement to provide access
to credit card agreements under § 226.58(e)
applies to all open credit card accounts,
regardless of whether such agreements are
required to be submitted to the Board
pursuant to § 226.58(c) (or posted on the card
issuer’s Web site pursuant to § 226.58(d)). For
example, a card issuer that is not required to
submit agreements to the Board because it
qualifies for the de minimis exception under
§ 226.58(c)(5)) would still be required to
provide cardholders with access to their
specific agreements under § 226.58(e).
Similarly, an agreement that is no longer
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offered to the public would not be required
to be submitted to the Board under
§226.58(c), but would still need to be
provided to the cardholder to whom it
applies under § 226.58(e).

2. Readily available telephone line. Section
226.58(e) provides that card issuers that
provide copies of cardholder agreements
upon request must provide the cardholder
with the ability to request a copy of their
agreement by calling a readily available
telephone line. To satisfy the readily
available standard, the financial institution
must provide enough telephone lines so that
consumers get a reasonably prompt response.
The institution need only provide telephone
service during normal business hours. Within
its primary service area, an institution must
provide a local or toll-free telephone number.
It need not provide a toll-free number or
accept collect long-distance calls from
outside the area where it normally conducts
business.

3. Issuers without interactive Web sites.
Section 226.58(e)(2) provides that a card
issuer that does not maintain a Web site from
which cardholders can access specific
information about their individual accounts
is not required to provide a cardholder with
the ability to request a copy of the agreement
by using the card issuer’s Web site. A card
issuer without a Web site of any kind could
comply by disclosing the telephone number
on each periodic statement; a card issuer
with a non-interactive Web site could comply
in the same way, or alternatively could
comply by displaying the telephone number
on the card issuer’s Web site.

4. Deadline for providing requested
agreements clarified. Sections 226.58(e)(1)(ii)
and (e)(2) require that credit card agreements
provided upon request must be sent to the
cardholder or otherwise made available to
the cardholder in electronic or paper form no
later than 30 days after the cardholder’s
request is received. For example, if a card
issuer chooses to respond to a cardholder’s
request by mailing a paper copy of the
cardholder’s agreement, the card issuer must
mail the agreement no later than 30 days after
receipt of the cardholder’s request.
Alternatively, if a card issuer chooses to
respond to a cardholder’s request by posting
the cardholder’s agreement on the card
issuer’s Web site, the card issuer must post
the agreement on its Web site no later than
30 days after receipt of the cardholder’s
request. Section 226.58(e)(3)(v) provides that
a card issuer may provide cardholder
agreements in either electronic or paper form
regardless of the form of the cardholder’s
request.

* * * * *

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

1. Daily rate with specific transaction
charge. If the finance charge results from a
charge relating to a specific transaction and
the application of a daily periodic rate, see
comment 14(c)(3)-2 for guidance on an
appropriate calculation method.

Appendices G and H—Open-End and
Closed-End Model Forms and Clauses

1. Permissible changes. Although use of the
model forms and clauses is not required,
creditors using them properly will be deemed
to be in compliance with the regulation with
regard to those disclosures. Creditors may
make certain changes in the format or content
of the forms and clauses and may delete any
disclosures that are inapplicable to a
transaction or a plan without losing the act’s
protection from liability, except formatting
changes may not be made to model forms and
samples in G-2(A), G-3(A), G-4(A), G-
10(A)—-(E), G-17(A)—(D), G-18(A) (except as
permitted pursuant to § 226.7(b)(2)), G—
18(B)—(C), G-19, G—20, and G—21. The
rearrangement of the model forms and
clauses may not be so extensive as to affect
the substance, clarity, or meaningful
sequence of the forms and clauses. Creditors
making revisions with that effect will lose
their protection from civil liability. Except as
otherwise specifically required, acceptable
changes include, for example:

i. Using the first person, instead of the
second person, in referring to the borrower.

ii. Using “borrower” and “creditor” instead
of pronouns.

iii. Rearranging the sequences of the
disclosures.

iv. Not using bold type for headings.

v. Incorporating certain state “plain
English” requirements.

vi. Deleting inapplicable disclosures by
whiting out, blocking out, filling in “N/A”
(not applicable) or “0,” crossing out, leaving
blanks, checking a box for applicable items,
or circling applicable items. (This should
permit use of multipurpose standard forms.)

vii. Using a vertical, rather than a
horizontal, format for the boxes in the closed-
end disclosures.

2. Debt-cancellation coverage. This
regulation does not authorize creditors to
characterize debt-cancellation fees as
insurance premiums for purposes of this
regulation. Creditors may provide a
disclosure that refers to debt cancellation or
debt suspension coverage whether or not the
coverage is considered insurance. Creditors
may use the model credit insurance
disclosures only if the debt cancellation
coverage constitutes insurance under state
law.

Appendix G—Open-End Model Forms
and Clauses

1. Models G-1 and G-1(A). The model
disclosures in G—-1 and G-1(A) (different
balance computation methods) may be used
in both the account-opening disclosures
under § 226.6 and the periodic disclosures
under § 226.7. As is clear from the models
given, “shorthand” descriptions of the
balance computation methods are not
sufficient, except where § 226.7(b)(5) applies.
For creditors using model G-1, the phrase “a
portion of” the finance charge should be
included if the total finance charge includes
other amounts, such as transaction charges,
that are not due to the application of a
periodic rate. If unpaid interest or finance
charges are subtracted in calculating the
balance, that fact must be stated so that the

disclosure of the computation method is
accurate. Only model G—1(b) contains a final
sentence appearing in brackets, which
reflects the total dollar amount of payments
and credits received during the billing cycle.
The other models do not contain this
language because they reflect plans in which
payments and credits received during the
billing cycle are subtracted. If this is not the
case, however, the language relating to
payments and credits should be changed, and
the creditor should add either the disclosure
of the dollar amount as in model G-1(b) or
an indication of which credits (disclosed
elsewhere on the periodic statement) will not
be deducted in determining the balance.
(Such an indication may also substitute for
the bracketed sentence in model G-1(b).) (See
the commentary to § 226.7(a)(5) and (b)(5).)
For open-end plans subject to the
requirements of § 226.5b, creditors may, at
their option, use the clauses in G-1 or G-
1(A).
2. Models G-2 and G-2(A). These models
contain the notice of liability for
unauthorized use of a credit card. For home-
equity plans subject to the requirements of

§ 226.5b, at the creditor’s option, a creditor
either may use G-2 or G-2(A). For open-end
plans not subject to the requirements of

§ 226.5b, creditors properly use G-2(A).

3. Models G-3, G-3(A), G—4 and G-4(A).

i. These set out models for the long-form
billing-error rights statement (for use with the
account-opening disclosures and as an
annual disclosure or, at the creditor’s option,
with each periodic statement) and the
alternative billing-error rights statement (for
use with each periodic statement),
respectively. For home-equity plans subject
to the requirements of § 226.5b, at the
creditor’s option, a creditor either may use
G—3 or G-3(A), and for creditors that use the
short form, G—4 or G—4(A). For open-end (not
home-secured) plans that not subject to the
requirements of § 226.5b, creditors properly
use G-3(A) and G—4(A). Creditors must
provide the billing-error rights statements in
a form substantially similar to the models in
order to comply with the regulation. The
model billing-rights statements may be
modified in any of the ways set forth in the
first paragraph to the commentary on
appendices G and H. The models may,
furthermore, be modified by deleting
inapplicable information, such as:

A. The paragraph concerning stopping a
debit in relation to a disputed amount, if the
creditor does not have the ability to debit
automatically the consumer’s savings or
checking account for payment.

B. The rights stated in the special rule for
credit card purchases and any limitations on
those rights.

ii. The model billing rights statements also
contain optional language that creditors may
use. For example, the creditor may:

A. Include a statement to the effect that
notice of a billing error must be submitted on
something other than the payment ticket or
other material accompanying the periodic
disclosures.

B. Insert its address or refer to the address
that appears elsewhere on the bill.

C. Include instructions for consumers, at
the consumer’s option, to communicate with
the creditor electronically or in writing.
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iii. Additional information may be
included on the statements as long as it does
not detract from the required disclosures. For
instance, information concerning the
reporting of errors in connection with a
checking account may be included on a
combined statement as long as the
disclosures required by the regulation remain
clear and conspicuous.

* * * * *

5. Model G-10(A), samples G-10(B) and G-
10(C), model G-10(D), sample G-10(E),
model G-17(A), and samples G-17(B), 17(C)
and 17(D). i. Model G-10(A) and Samples G-
10(B) and G—10(C) illustrate, in the tabular
format, the disclosures required under
§ 226.5a for applications and solicitations for
credit cards other than charge cards. Model
G-10(D) and Sample G-10(E) illustrate the
tabular format disclosure for charge card
applications and solicitations and reflect the
disclosures in the table. Model G-17(A) and
Samples G-17(B), G-17(C) and G-17(D)
illustrate, in the tabular format, the
disclosures required under § 226.6(b)(2) for
account-opening disclosures.

ii. Except as otherwise permitted,
disclosures must be substantially similar in
sequence and format to Models G-10(A), G-
10(D) and G-17(A). While proper use of the
model forms will be deemed in compliance
with the regulation, card issuers and other
creditors offering open-end (not home-
secured) plans are permitted to disclose the
annual percentage rates for purchases, cash
advances, or balance transfers in the same
row in the table for any transaction types for
which the issuer or creditor charges the same
annual percentage rate. Similarly, card issuer
and other creditors offering open-end (not
home-secured) plans are permitted to
disclose fees of the same amount in the same
row if the fees are in the same category. Fees
in different categories may not be disclosed
in the same row. For example, a transaction
fee and a penalty fee that are of the same
amount may not be disclosed in the same
row. Card issuers and other creditors offering
open-end (not home-secured) plans are also
permitted to use headings other than those in
the forms if they are clear and concise and
are substantially similar to the headings
contained in model forms, with the following
exceptions. The heading “penalty APR” must
be used when describing rates that may
increase due to default or delinquency or as
a penalty, and in relation to required
insurance, or debt cancellation or suspension
coverage, the term “required” and the name
of the product must be used. (See also
§§226.5a(b)(5) and 226.6(b)(2)(v) for
guidance on headings that must be used to
describe the grace period, or lack of grace
period, in the disclosures required under
§ 226.5a for applications and solicitations for
credit cards other than charge cards, and the
disclosures required under § 226.6(b)(2) for
account-opening disclosures, respectively.)

iii. Models G=10(A) and G-17(A) contain
two alternative headings (“Minimum Interest
Charge” and “Minimum Charge”) for
disclosing a minimum interest or fixed
finance charge under §§ 226.5a(b)(3) and
226.6(b)(2)(iii). If a creditor imposes a
minimum charge in lieu of interest in those
months where a consumer would otherwise

incur an interest charge but that interest
charge is less than the minimum charge, the
creditor should disclose this charge under
the heading “Minimum Interest Charge” or a
substantially similar heading. Other
minimum or fixed finance charges should be
disclosed under the heading “Minimum
Charge” or a substantially similar heading.

iv. Models G-10(A), G-10(D) and G-17(A)
contain two alternative headings (“Annual
Fees” and “Set-up and Maintenance Fees”) for
disclosing fees for issuance or availability of
credit under § 226.5a(b)(2) or § 226.6(b)(2)(ii).
If the only fee for issuance or availability of
credit disclosed under § 226.5a(b)(2) or
§226.6(b)(2)(ii) is an annual fee, a creditor
should use the heading “Annual Fee” or a
substantially similar heading to disclose this
fee. If a creditor imposes fees for issuance or
availability of credit disclosed under
§226.5a(b)(2) or § 226.6(b)(2)(ii) other than,
or in addition to, an annual fee, the creditor
should use the heading “Set-up and
Maintenance Fees” or a substantially similar
heading to disclose fees for issuance or
availability of credit, including the annual
fee.

v. Although creditors are not required to
use a certain paper size in disclosing the
§§226.5a or 226.6(b)(1) and (2) disclosures,
samples G-10(B), G-10(C), G-17(B), G-17(C)
and G-17(D) are designed to be printed on an
872 x 14 inch sheet of paper. A creditor may
use a smaller sheet of paper, such as 8%z x
11 inch sheet of paper. If the table is not
provided on a single side of a sheet of paper,
the creditor must include a reference or
references, such as “SEE BACK OF PAGE for
more important information about your
account.” at the bottom of each page
indicating that the table continues onto an
additional page or pages. A creditor that
splits the table onto two or more pages must
disclose the table on consecutive pages and
may not include any intervening information
between portions of the table. In addition, the
following formatting techniques were used in
presenting the information in the sample
tables to ensure that the information is
readable:

A. A readable font style and font size (10-
point Arial font style, except for the purchase
annual percentage rate which is shown in 16-
point type).

B. Sufficient spacing between lines of the
text.

C. Adequate spacing between paragraphs
when several pieces of information were
included in the same row of the table, as
appropriate. For example, in the samples in
the row of the tables with the heading “APR
for Balance Transfers,” the forms disclose two
components: the applicable balance transfer
rate and a cross reference to the balance
transfer fee. The samples show these two
components on separate lines with adequate
space between each component. On the other
hand, in the samples, in the disclosure of the
late payment fee, the forms disclose two
components: the late payment fee, and the
cross reference to the penalty rate. Because
the disclosure of both these components is
short, these components are disclosed on the
same line in the tables.

D. Standard spacing between words and
characters. In other words, the text was not

compressed to appear smaller than 10-point
type.

E. Sufficient white space around the text of
the information in each row, by providing
sufficient margins above, below and to the
sides of the text.

F. Sufficient contrast between the text and
the background. Generally, black text was
used on white paper.

vi. While the Board is not requiring issuers
to use the above formatting techniques in
presenting information in the table (except
for the 10-point and 16-point font
requirement), the Board encourages issuers to
consider these techniques when deciding
how to disclose information in the table, to
ensure that the information is presented in a
readable format.

vii. Creditors are allowed to use color,
shading and similar graphic techniques with
respect to the table, so long as the table
remains substantially similar to the model
and sample forms in appendix G.

6. Model G-11. Model G-11 contains
clauses that illustrate the general disclosures
required under § 226.5a(e) in applications
and solicitations made available to the
general public.

* * * * *

8. Samples G-18(A)-(D). For home-equity
plans subject to the requirements of § 226.5b,
if a creditor chooses to comply with the
requirements in § 226.7(b), the creditor may
use Samples G-18(A) through G-18(D) to
comply with these requirements, as
applicable.

9. Samples G-18(D). Sample G-18(D)
illustrates how credit card issuers may
comply with proximity requirements for
payment information on periodic statements.
Creditors that offer card accounts with a
charge card feature and a revolving feature
may change the disclosure to make clear to
which feature the disclosures apply.

10. Forms G-18(F)-(G). Forms G—18(F) and
G-18(G) are intended as a compliance aid to
illustrate front sides of a periodic statement,
and how a periodic statement for open-end
(not home-secured) plans might be designed
to comply with the requirements of § 226.7.
The samples contain information that is not
required by Regulation Z. The samples also
present information in additional formats
that are not required by Regulation Z.

i. Creditors are not required to use a certain
paper size in disclosing the § 226.7
disclosures. However, Forms G-18(F) and G—
18(G) are designed to be printed on an 8 x
14 inch sheet of paper.

ii. The due date for a payment, if a late
payment fee or penalty rate may be imposed,
must appear on the front of the first page of
the statement. See Sample G—18(D) that
illustrates how a creditor may comply with
proximity requirements for other disclosures.
The payment information disclosures appear
in the upper right-hand corner on Samples
G-18(F) and G-18(G), but may be located
elsewhere, as long as they appear on the front
of the first page of the periodic statement.
The summary of account activity presented
on Samples G—-18(F) and G-18(G) is not itself
a required disclosure, although the previous
balance and the new balance, presented in
the summary, must be disclosed in a clear
and conspicuous manner on periodic
statements.
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iii. Additional information not required by
Regulation Z may be presented on the
statement. The information need not be
located in any particular place or be
segregated from disclosures required by
Regulation Z, although the effect of proximity
requirements for required disclosures, such
as the due date, may cause the additional
information to be segregated from those
disclosures required to be disclosed in close
proximity to one another. Any additional
information must be presented consistent
with the creditor’s obligation to provide
required disclosures in a clear and
conspicuous manner.

iv. Model Forms G-18(F) and G-18(G)
demonstrate two examples of ways in which
transactions could be presented on the
periodic statement. Model Form G-18(G)
presents transactions grouped by type and
Model Form G—18(F) presents transactions in
a list in chronological order. Neither of these
approaches to presenting transactions is
required; a creditor may present transactions
differently, such as in a list grouped by
authorized user or other means.

11. Model Form G-19. See § 226.9(b)(3)
regarding the headings required to be
disclosed when describing in the tabular
disclosure a grace period (or lack of a grace
period) offered on check transactions that
access a credit card account.

12. Sample G-24. Sample G-24 includes
two model clauses for use in complying with
§226.16(h)(4). Model clause (a) is for use in
connection with credit card accounts under
an open-end (not home-secured) consumer
credit plan. Model clause (b) is for use in
connection with other open-end credit plans.
* * * * *

By order of the Board of Governors of the
Federal Reserve System, January 11, 2010.

Jennifer J. Johnson,
Secretary of the Board.

Note: The following attachment will not
appear in the Code of Federal Regulations.

Attachment I—Consumer and College
Credit Card Agreement

Submission Technical Specifications
Document

Initial Submission Requirements

L. Introduction

This document provides technical
specifications for complying with the initial
submission requirements of sections 204 and
305 of the Credit Card Act of 2009 and 12
CFR 226.57(d) and 226.58. These provisions
require card issuers to submit to the Board
of Governors of the Federal Reserve System
(“Board”):

e Agreements between the issuer and a
consumer under a credit card account for an
open-end (not home-secured) consumer
credit plan (“consumer agreements”); and

e An annual report regarding any college
credit card agreement to which the issuer is
a party (“college agreements”).

1Contact person who is submitting the
agreements on behalf of the issuer.

I1. General Submission Information

Issuers must first determine the type of
agreements they are required to submit. Once
identified, issuers are required to submit
their initial set of agreements (consumer and/
or college) to the Board on CD or DVD. A
complete submission consists of a transmittal
sheet file, agreement documents, and college
agreement metadata file (if appropriate).

General Submission Requirements

1. The CD/DVD must be mailed to the
Federal Reserve Board by the dates specified
in 12 CFR 226.57(d) (college agreements) and
226.58 (consumer agreements).

a. Initial submissions of consumer
agreements, including agreements offered to
the public as of December 31, 2009, must be
sent to the Board no later than February 22,
2010.

b. Initial submissions of college
agreements, providing information for the
2009 calendar year, must be sent to the Board
no later than February 22, 2010.

2. The CD/DVD must be mailed to: Credit
Card Act Submission, Federal Reserve Board,
20th and Constitution Avenue, NW., Stop
806, Washington, DC 20551.

3. The agreement documents, transmittal
sheet file, and college metadata file (if
appropriate) must be the only files submitted
on the CD/DVD.

4, The CD/DVD must be labeled with the
following information.

a. Issuer name

b. DUNS number

c. Federal Tax ID number

d. Filer * name

e. Filer phone number

f. Filer email address

g. Agreement type(s)—Consumer Agreements
and/or Gollege Agreements

h. Number of agreements on the CD/DVD

i. If submitting both types, identify how
many of each type.

5. All submitted CDs/DVDs must be virus-
free.

6. No zip file(s) will be accepted.

a. Each CD/DVD must contain a directory
for each type of agreement submitted.

b. Directories must be labeled as Consumer
Agreements or College Agreements and
contain the respective agreement documents.

7. Issuers must submit a transmittal sheet
file with information describing the issuer.
The transmittal sheet file will contain a
single record containing issuer identification
and contact information.

a. The naming convention for the
transmittal sheet file is DUNSnumber TS.txt.

b. Since the transmittal sheet contains
issuer-specific information and not
agreement-specific information, the
transmittal sheet file should be in the root
directory and not in the consumer
agreements or college agreements directory.

¢. Addendum A provides an example of a
transmittal sheet file.

Consumer Agreements

1. Issuers must submit each consumer
agreement in two formats.

2 Section 508 of the Rehabilitation Act of 1973, 29
U.S.C. 794d, as amended, and implementing
regulations, 36 CFR Part 1194.

a. Plain text

i. The plain text version must be a Section
508 2 accessible document.

b. PDF

2. Each individual agreement must be
submitted in both plain text and PDF formats
and each version must include all provisions
of the agreement and pricing information, as
described in 12 CFR 226.58. Issuers must
submit a single PDF file and a single plain
text file for each agreement.

3. Consumer agreement documents must
use the following file naming convention.

a. DUNSnumber X.txt (and .pdf)

i. X = agreement number (1, 2, 3, etc.)

4. Documents in the consumer agreement
directory must include only the plain text
and PDF versions of each agreement.

College Agreements

1. College agreements must be submitted in
either Word or PDF format. Issuers are not
required to submit college agreements in both
formats.

2. Issuers must submit a single Word or
PDF file for each institution of higher
education or affiliated organization with
which the issuer has a college credit card
agreement.

a. For example, if an issuer has college
credit card agreements with 3 such entities,
that issuer must submit 3 Word or PDF files.
Issuers should not submit an individual
agreement in the form of multiple Word or
PDF files.

3. College agreement documents must use
the following file naming convention.

a. DUNSnumber Y.doc(x) (or .pdf)

i. Y = the name of the institution of higher
education or affiliated organization

4. Issuers also must submit a metadata file
with information describing each of the
college agreement documents.

a. The naming convention for the college
agreement metadata file is
DUNSnumber_CollegeMetadata.txt.

b. Addendum A provides an example of a
college agreement metadata file.

5. Documents in the college agreement
directory must include only the college
agreement document(s) and the metadata file.

III. File Specifications

Both the transmittal sheet file and the
college agreement metadata file must be
submitted in a tab delimited text format. The
transmittal sheet file must be submitted in
the root directory of the CD/DVD. The college
agreement metadata file must be included
with the college agreement documents in the
college agreement directory.

Transmittal Sheet File

The following file layout defines the
required fields that must be included in the
transmittal sheet file. The file is a one record
file that provides issuer identification and
contact information.
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Element label

Comments, values, keys, etc.

Datestamp

D-U-N-S (Data Universal Numbering System) number

Federal Tax ID number

FFIEC Regulator Code

Financial Regulator Identification Number

Issuer Name
Issuer Address
Issuer City
Issuer State
Issuer Zip Code
Filer Name

Filer Phone Number

Filer Email Address
Agreement Type

Date of submission.

Format is century, year, month, day. For example, February 22, 2010,
would be 20100222.

Dun and Bradstreet uniqgue numbering system.

Format is 999999999 (no hyphens).

Issuer's Federal Tax Identification Number (also known as Employer
Identification Number or EIN).

Format is 999999999 (no hyphens).

If issuer is a federally regulated financial institution, enter one of the
following to indicate the institution’s primary federal regulator:

1—0OCC

2—FRS

3—FDIC

4—O0TS

5—NCUA

If issuer is not a federally regulated financial institution, enter NA.

If issuer is a federally regulated financial institution, enter the Charter
Number for OCC- and NCUA-regulated institutions, the RSSD ID for
FRS-regulated institutions, the Certificate Number for FDIC-regulated
institutions, or the Docket Number for OTS-regulated institutions.

If issuer is not a federally regulated financial institution, enter NA.

Organization/business name.

Organization/business street address.

Organization/business city.

Organization/business state (two character abbreviation).

Organization/business zip code.

Name of contact person who is submitting agreements on behalf of the
issuer.

Contact person’s phone number.

Format is XXX=XXX-XXXX.

Contact person’s e-mail address.

Value is Consumer Agreement, College Agreement or Both.

College Agreement Metadata File

The following data must be included in the college agreement.

college agreement metadata file. Each record

provides descriptive information about one

Element label

Comments, values, keys, etc.

Agreement File Name

Institution/Affiliated Organization Type
Payment Amount

Payment Terms Reference

New Accounts

Total Accounts

Name of the college agreement document.

Format is DUNSnumber Y .pdf/doc(x).

Y = the name of the institution of higher education or affiliated organi-
zation.

Value is University, Alumni Association, or Foundation.

Amount of payments to institution/affiliated organization during report-
ing period.

Page number(s) in the college agreement document where terms
under which payments are calculated are located or NA.

Number of accounts opened pursuant to the agreement during the re-
porting period.

Total number of accounts opened pursuant to the agreement that were
open at end of the reporting period.

Addendum A—Examples

Transmittal Sheet File

The following is an example of a
transmittal sheet file. The data fields should
be tab-delimited.

20100222 123456789 | 987654321 | 2 | 123456 Issuer 123 Credit DC | 20551 | Joe Filer ...... 202-555— jfiler@ Both
Bank Main City 9999 issuer.com
Street

College Agreement Metadata File

The following is an example of a college
agreement metadata file for a submission of

two college agreements. The data fields
should be tab-delimited.
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123456789 CreditUniversity.doc ................... university ........cceeeee. SXX,XXX | Page 3, Page 18, 25 1049
Page 30.

123456789 CollegeofCreditAlumniAssn.pdf .. | Alumni Association ... SXX,XXX | Page 6, Page 24 ....... 40 2098

[FR Doc. 2010-624 Filed 2—19-10; 8:45 am]
BILLING CODE 6210-01-P

FEDERAL RESERVE SYSTEM

12 CFR Part 226
[Regulation Z; Docket No. R—1286]

Truth in Lending

AGENCY: Board of Governors of the
Federal Reserve System.

ACTION: Final rule; withdrawal.

SUMMARY: The Board is withdrawing a
final rule amending Regulation Z and
the staff commentary to the regulation
published on January 29, 2009 (January
2009 Regulation Z Rule). See 72 FR
5244. The Board is publishing a new
final rule elsewhere in this Federal
Register amending Regulation Z in
order to implement the provisions of the
Credit Card Accountability
Responsibility and Disclosure Act of
2009 that are effective on February 22,
2010. The requirements of the January
2009 Regulation Z Rule have been
revised for consistency with the Credit
Card Act and incorporated in the new
final rule. Therefore, the Board is
withdrawing the January 2009
Regulation Z Rule as unnecessary.
DATES: The final rule published on
January 29, 2009, at 74 FR 5244, is
withdrawn as of February 22, 2010.

FOR FURTHER INFORMATION CONTACT:
Stephen Shin, Attorney, or Amy
Henderson or Benjamin K. Olson,
Senior Attorneys, Division of Consumer
and Community Affairs, Board of
Governors of the Federal Reserve
System, at (202) 452—3667 or 452—2412;
for users of Telecommunications Device
for the Deaf (TDD) only, contact (202)
263—4869.

SUPPLEMENTARY INFORMATION: On
December 18, 2008, the Board adopted
a final rule amending Regulation Z,
which implements the Truth in Lending
Act (TILA), and the official staff
commentary. The rule followed a
comprehensive review of TILA’s
provisions for open-end (not home-
secured) credit, including credit cards.
The rule made comprehensive changes
to those provisions, including
amendments that affect all of the five
major types of required disclosures:
Credit card applications and
solicitations, account-opening
disclosures, periodic statements, notices

of changes in terms, and advertisements.
The rule was published in the Federal
Register on January 29, 2009, and the
effective date for the amendments was
July 1, 2010. See 74 FR 5244 (January
2009 Regulation Z Rule).

On May 22, 2009, the Credit Card
Accountability Responsibility and
Disclosure Act of 2009 (Credit Card Act)
was signed into law. See Public Law
111-24, 123 Stat. 1734 (2009). The
Credit Card Act primarily amends TILA
and establishes a number of new
substantive and disclosure requirements
to establish fair and transparent
practices pertaining to open-end
consumer credit plans, including credit
card accounts. Elsewhere in today’s
Federal Register, the Board has
published a new final rule amending
Regulation Z and the staff commentary
in order to implement provisions of the
Credit Card Act that are effective on
February 22, 2010. The provisions of the
Board’s January 2009 Regulation Z Rule
have been revised for consistency with
the Credit Card Act and incorporated
into the new final rule. Accordingly, the
Board is withdrawing the January 2009
Regulation Z Rule.

The new final rule is effective on
February 22, 2010. However, to the
extent consistent with the Credit Card
Act, the Board has retained the July 1,
2010 mandatory compliance date for
many of the provisions incorporated
from the January 2009 Regulation Z
Rule. The Board has provided
additional discussion of the withdrawal
of the January 2009 Regulation Z Rule
and the mandatory compliance dates in
the Supplementary Information for the
new final rule.

The final rule published on January
29, 2009, at 74 FR 5244, is withdrawn
as of February 22, 2010.

* * * * *

By order of the Board of Governors of the
Federal Reserve System, January 11, 2010.

Jennifer J. Johnson,

Secretary of the Board.

[FR Doc. 2010-606 Filed 2-19-10; 8:45 am]
BILLING CODE 6210-01-P

FEDERAL RESERVE SYSTEM

12 CFR Part 227
[Regulation AA; Docket No. R—1383]

Unfair or Deceptive Acts or Practices

AGENCY: Board of Governors of the
Federal Reserve System.
ACTION: Final rule.

SUMMARY: On January 29, 2009, the
Board published a final rule amending
Regulation AA and the staff
commentary to the regulation. The
substantive requirements in the January
2009 Regulation AA Rule, which were
scheduled to go into effect on July 1,
2010, have been superseded by
provisions of the Credit Card
Accountability Responsibility and
Disclosure Act of 2009 (Credit Card Act)
that go into effect on February 22, 2010.
Elsewhere in this issue of the Federal
Register, the Board is implementing
these Credit Card Act provisions in a
new final rule amending Regulation Z.
Accordingly, in order to avoid
duplication and inconsistency, the
Board is further amending Regulation
AA to remove the substantive
requirements in the January 2009
Regulation AA Rule. For procedural
reasons, these requirements will be
removed effective July 1, 2010.
However, it is the Board’s intent that the
substantive requirements of the January
2009 Regulation AA Rule will not take
effect.

The Board issued its January 2009
Regulation AA Rule jointly with rules
issued by the Office of Thrift
Supervision (OTS) and the National
Credit Union Administration (NCUA).
This final rule applies only to the
Board’s Regulation AA and does not
affect the rules issued by the OTS and
NCUA.

DATES: This rule is effective July 1,
2010.

FOR FURTHER INFORMATION CONTACT:
Stephen Shin, Attorney, or Amy
Henderson or Benjamin K. Olson,
Senior Attorneys, Division of Consumer
and Community Affairs, Board of
Governors of the Federal Reserve
System, at (202) 452-3667 or 452—2412;
for users of Telecommunications Device
for the Deaf (TDD) only, contact (202)
263—4869.

SUPPLEMENTARY INFORMATION: On
December 18, 2008, the Board used its
authority under the Federal Trade



