


G-18(F) Periodic Statement Form (contd.)
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XXX Bank Credit Card Account Statement
Account Number XXXX XXXX XXXX XXXX
February 21, 2012 to March 22, 2012

Summary of Account Activity Payment Information

Pravious Balance $60.52 Mew Balance $119.65

;’;’“"’c’“;m 's:g'gﬁ Minimum Payment Due $10.00
er Credits +$0.

Purchases 455213 Payment Duae Date 42012

Balance Transfers +§0.00 Late Payment Waming: If we donot receive your minimum

Cash Advances +50.00 payment by the date listed above, you may have to pay a late

Past Due Amaount +50.00 fee of up to $35 and your APRs may be increased up to the

Fees Charged +§37.00 Panalty APR of 26.98%.

Interest Charged +50.00 Minimum Payment Wamning: If you make only the minimum

payment each period, you will pay more in interest and it will

New Balanca $119.65 take you longer to pay off your balance. For example:
Credit limit 52,000.00 1l you make no You will pay off the | And you will
Available credit $1,880.35 ! '*'"9‘; iy sown || nc BRD
using this card an this statement in an estimated
Statement closing date 3z2r02
Days in billing cycle 30 RO Al PRy oot sl
Cinly the minimum 14 months $130
QUESTIONS? payment
Call Customer Servica XA HO- 00N " " i
i I you would like about credit g sendces,
Lost or Stolen Credit Card 1= KK MO XX call 1-B00-300X-00000
Please send billing inguines and correspendence to:
PO Bax XXXX, Anytown, Anystate JO000K
MNotice of Changes to Your Interest Rates

You have triggered the Penalty APR of 28.99% by making a late payment.
Transactions made on or after 4/9/12. As of 5/10/12, the Penalty APR will apply to these
transactions. We may keep the APR at this level indefinitely.

Transactions made before 4/9/12: Current rates will continue to apply to these transactions
However, if you become more than 60 days late on your account, the Penalty APR will apply to
those transactions as well.

| Reference Number Trans Date  Post Date Dascription of Transaction or Credit Amount
Payments and Other Credits
854338203FS8000Z5 2125 2125 Pymt Thank You $50.00-
Purchases

5884186P503588WEYM 222 23 Store #1 $2.05
0544400060ZLVT 2VL 224 225 Store #2 2.1
55541860705RDYDOX 2124 225 Store #3 $4.63
554328608008W30M0 2124 2125 Store #4 $4.95
054830709LYMRPTAL 224 225 Store #5 §7.35
564891561545K0OSHD 225 226 Store #5 $4.35
841517 877845AK0JI0 225 226 Store #7 $235
895848561561 834KOH 226 227 Store #3 37.68
1871556189456SAMKL 2126 227 Stora #9 54.76
2564894185188LKOFID 227 20728 Store #10 $287
55542818705RASDOX an anr Store #11 376
178105417841045784 i 3% Store #12 $235
8456152156181SD3SA 35 anz Store #13 $292

(transactions continued on next page)

NOTICE: SEE REVERSE SIDE FOR IMPORTANT INFORMATION

Pags 192

e owdt Fetm sppw paon

Account Number: FKK KEXK XXX KKXK
New Balance $119.65

Minimum Payment Due  $10.00

Payment Due Date 412012

AMOUNT ENCLOSED: | §

XXX Bank
PO, Box XXXX
Anytown, Anystate XXXXX

e e e e e
e e e
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Transactions (cont.)
Reference Number

95251564895FD45450
564156156470JSNDS

G-18(G) Periodic Statement Form (contd.)

XXX Bank Credit Card Account Statement
Account Number XX00 X000 XK XXX

February 21, 2012 to March 22, 2012

Trans Date  Post Date Description of Transaction or Credit
Fees

2/23 223 Late Fes

vz 3zz Minimum Charge

TOTAL FEES FOR THIS PERIOD
Interest Charged

Intarest Charge on Purchasas

Intarest Charge on Cash Advances

TOTAL INTEREST FOR THIS PERIOD

2012 Totals Year-to-Date

| Total fees charged in 2012 $90.14
| Total interest chargad in 2012 s1827

Amount

$35.00 |
s2.00
$37.00

|
$0.00
50,00
$0.00

Interest Charge Calculation

Your Annual Percentage Rate (APR) is the annual interest rate on your account

| Type of Balance
Purchases

Cash Advances
Balance Transfers

(v} = Variable Rate

Balance Subject to

Annual Percentage Rate (APR) Interest Rate
14.95% (v) $113.80
21.95% (v $0.00
0.00% $0.00

interest Charge |
$0.00
$0.00
$0.00
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G-20 Change-in-Terms Sample (Increase in Annual Percentage Rate)

Important Changes to Your Account Terms

The following is a summary of changes that are being made toyour account terms. Changes to APRs described below are
due to changes in market conditions. For more detailed information, please refer to the booklet enclosed with this statement,

These changes will impact your account as follows:
Transactions made on or after 4/8/12: As of 511012, changes to APRs described below will apply to these transactions.

Transactions made before 4/9/12: Current APRs will continue to apply to these transactions.

If you are already being charged a higher Penalty APR for purchases: In this case, changes to APRs described below will

not go into effect at this time. These changes will go into effect when the Penalty APR no longer applies to your account.

Revised Terms, as of 5/10/12
APR for Purchases 16.99%
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G-21 Change-in-Terms Sample (Increase in Fees)

Important Changes to Your Account Terms

The fallowing is a summary of changes that are being made to your account terms. These changes will take affect on
SM10M2, For more detailed information, please refer to the booklet enclosed with this statement,

You have the right to reject these changes, unless you become mare than B0 days late on your account. However, if you
do reject these changes you will not be able to use your account for new transactions. You can reject the changes by
calling us at 1-300-xxx-320x%.

Revised Terms, as of 5/10/12
Late Payment Fee Up to $35.
Returned Payment Fee Up to $35.
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G-22 Penalty Rate Increase Sample (Payment 60 or Fewer Davs Late)

Notice of Changes to Your Interest Rates

You have triggered the Penalty APR of 28.99% by making a late payment. This change will
impact your account as follows:

Transactions made on or after 4/9/12: As of 5/10/12, the Penalty APR will apply to these
transactions. We may keep the APR at this level indefinitely.

Transactions made before 4/9/12: Current rates will continue to apply to these transactions.
However, if you become more than 60 days late on your account, the Penalty APR will apply to
those transactions as well,
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G-25(A)—Consent Form for Over-the-Credit Limit Transactions

Your choice regarding over-the-credit limit coverage

Unless you tell us otherwise, we will decline any transaction that causes you to go over
your credit limit. If you want us to authorize these transactions, you can request over-

the-credit limit coverage.

If you have over-the-credit limit coverage and you go over your credit limit, we will
charge you a fee of up to $35. We may also increase your APRs to the Penalty APR of
XX.XX%. You will only pay one fee per billing cycle, even if you go over your limit

multiple times in the same cycle.

Even if you request over-the-credit limit coverage, in some cases we may still decline a
transaction that would cause you to go over your limit, such as if you are past due or

significantly over your credit limit.

If you want over-the-limit coverage and to allow us to authorize transactions that go over
your credit limit, please:

- Call us at [telephone number];

- Visit [Web site]; or

- Check or initial the box below, and return the form to us at [address].
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___ I'want over-the-limit coverage. I understand that if I go over my credit limit, my
APRs may be increased and I will be charged a fee of up to $35. [I have the right to
cancel this coverage at any time.]

[ Idonot want over-the-limit coverage. I understand that transactions that exceed my

credit limit will not be authorized.]

Printed Name:

Date:

[Account Number]:

G-25(B) — Revocation Notice for Periodic Statement Regarding Over-the-Credit Limit

Transactions

You currently have over-the-credit limit coverage on your account, which means that we
pay transactions that cause you go to over your credit limit. If you do go over your credit
limit, we will charge you a fee of up to $35. We may also increase your APRs. To
remove over-the-credit-limit coverage from your account, call us at 1-800-xxxxxxx or

visit [insert web site]. [You may also write us at: [insert address]. ]

[You may also check or initial the box below and return this form to us at: [insert

address].

___I'want to cancel over-the-limit coverage for my account.
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Printed Name:

Date:

[Account Number]: ]

8. In Supplement I to Part 226:

A. Under Section 226.5a—Credit and Charge Card Applications and

Solicitations, under 5a(a) General rules, under 5a(a)(2) Form of disclosures; tabular

format, paragraph 5.1ii. is revised.

B. Under Section 226.9—Subsequent Disclosure Requirements:

(1) Under 9(c) Change in terms, under 9(c)(2)(iv) Disclosure

requirements, paragraphs 1. through 11. are revised; and

(i1) Under 9(g) Increase in rates due to delinquency or default or as a

penalty, paragraphs 1. through 7. are revised.

C. Under Section 226.52—Limitations on Fees, 52(b) Limitations on penalty

fees is added.

D. Under Section 226.56—Requirements for over-the-limit transactions:

(1) Under 56(e) Content, paragraph 1. is revised; and

(i1) Under 56(j) Prohibited practices, paragraph 6. is added.

E. Section 226.59—Reevaluation of Rate Increases is added.

Supplement I to Part 226—Official Staff Interpretations

Aokoskokosk

Section 226.5a—Credit and Charge Card Applications and Solicitations

Hokskokosk
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Sa(a) General rules.

sk sk sk ok

S5a(a)(2) Form of disclosures: tabular format.

sk sk skook

5 skeksk

ii. Maximum limits on fees. Section 226.5a(a)(2)(iv) provides that any maximum

limits on fee amounts must be disclosed in bold text. For example, assume that,
consistent with § 226.52(b)(1)(ii), a card issuer’s late payment fee will not exceed $35.
The maximum limit of $35 for the late payment fee must be highlighted in bold.
Similarly, assume an issuer will charge a cash advance fee of $5 or 3 percent of the cash
advance transaction amount, whichever is greater, but the fee will not exceed $100. The
maximum limit of $100 for the cash advance fee must be highlighted in bold.

% sk ok sk ok

Section 226.9—Subsequent Disclosure Requirements

skoskoskokosk

9(c) Change in terms.

skoskoskokosk

9(c)(2)(iv) Disclosure requirements.

1. Changing margin for calculating a variable rate. If a creditor is changing a

margin used to calculate a variable rate, the creditor must disclose the amount of the new
rate (as calculated using the new margin) in the table described in § 226.9(c)(2)(iv), and
include a reminder that the rate is a variable rate. For example, if a creditor is changing

the margin for a variable rate that uses the prime rate as an index, the creditor must
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disclose in the table the new rate (as calculated using the new margin) and indicate that
the rate varies with the market based on the prime rate.

2. Changing index for calculating a variable rate. If a creditor is changing the

index used to calculate a variable rate, the creditor must disclose the amount of the new
rate (as calculated using the new index) and indicate that the rate varies and how the rate
is determined, as explained in § 226.6(b)(2)(i)(A). For example, if a creditor is changing
from using a prime rate to using the LIBOR in calculating a variable rate, the creditor
would disclose in the table the new rate (using the new index) and indicate that the rate
varies with the market based on the LIBOR.

3. Changing from a variable rate to a non-variable rate. If a creditor is changing

a rate applicable to a consumer’s account from a variable rate to a non-variable rate, the
creditor must provide a notice as otherwise required under § 226.9(c) even if the variable
rate at the time of the change is higher than the non-variable rate.

4. Changing from a non-variable rate to a variable rate. If a creditor is changing

a rate applicable to a consumer’s account from a non-variable rate to a variable rate, the
creditor must provide a notice as otherwise required under § 226.9(c) even if the non-
variable rate is higher than the variable rate at the time of the change.

5. Changes in the penalty rate, the triggers for the penalty rate, or how long the

penalty rate applies. If a creditor is changing the amount of the penalty rate, the creditor
must also redisclose the triggers for the penalty rate and the information about how long
the penalty rate applies even if those terms are not changing. Likewise, if a creditor is
changing the triggers for the penalty rate, the creditor must redisclose the amount of the

penalty rate and information about how long the penalty rate applies. If a creditor is
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changing how long the penalty rate applies, the creditor must redisclose the amount of the
penalty rate and the triggers for the penalty rate, even if they are not changing.

6. Changes in fees. Ifa creditor is changing part of how a fee that is disclosed in

a tabular format under § 226.6(b)(1) and (b)(2) is determined, the creditor must redisclose
all relevant information related to that fee regardless of whether this other information is
changing. For example, if a creditor currently charges a cash advance fee of “Either $5
or 3% of the transaction amount, whichever is greater. (Max: $100),” and the creditor is
only changing the minimum dollar amount from $5 to $10, the issuer must redisclose the
other information related to how the fee is determined. For example, the creditor in this
example would disclose the following: “Either $10 or 3% of the transaction amount,
whichever is greater. (Max: $100).”

7. Combining a notice described in § 226.9(¢)(2)(iv) with a notice described in

§ 226.9(g)(3). If a creditor is required to provide a notice described in § 226.9(c)(2)(iv)
and a notice described in § 226.9(g)(3) to a consumer, the creditor may combine the two
notices. This would occur if penalty pricing has been triggered, and other terms are
changing on the consumer’s account at the same time.

8. Content. Sample G-20 contains an example of how to comply with the
requirements in § 226.9(c)(2)(iv) when a variable rate is being changed to a non-variable
rate on a credit card account. The sample explains when the new rate will apply to new
transactions and to which balances the current rate will continue to apply. Sample G-21
contains an example of how to comply with the requirements in § 226.9(c)(2)(iv) when

(1) the late payment fee on a credit card account is being increased, and (ii) the returned
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payment fee is also being increased. The sample discloses the consumer’s right to reject
the changes in accordance with § 226.9(h).

9. Clear and conspicuous standard. See comment 5(a)(1)-1 for the clear and

conspicuous standard applicable to disclosures required under § 226.9(c)(2)(iv)(A)(1).
10. Terminology. See § 226.5(a)(2) for terminology requirements applicable to

disclosures required under § 226.9(c)(2)(iv)(A)(1).

11. Reasons for increase. i. In general. Section 226.9(c)(2)(iv)(A)(8) requires
card issuers to disclose the principal reason(s) for increasing an annual percentage rate
applicable to a credit card account under an open-end (not home-secured) consumer
credit plan. The regulation does not mandate a minimum number of reasons that must be
disclosed. However, the specific reasons disclosed under § 226.9(c)(2)(iv)(A)(8) are
required to relate to and accurately describe the principal factors actually considered by
the card issuer in increasing the rate. A card issuer may describe the reasons for the
increase in general terms. For example, the notice of a rate increase triggered by a
decrease of 100 points in a consumer’s credit score may state that the increase is due to
“a decline in your creditworthiness” or “a decline in your credit score.” Similarly, a
notice of a rate increase triggered by a 10% increase in the card issuer’s cost of funds
may be disclosed as “a change in market conditions.” In some circumstances, it may be
appropriate for a card issuer to combine the disclosure of several reasons in one
statement. However, § 226.9(c)(2)(iv)(A)(8) requires that the notice specifically disclose
any violation of the terms of the account on which the rate is being increased, such as a
late payment or a returned payment, if such violation of the account terms is one of the

four principal reasons for the rate increase.
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ii. Example. Assume that a consumer made a late payment on the credit card
account on which the rate increase is being imposed, made a late payment on a credit
card account with another card issuer, and the consumer’s credit score decreased, in part
due to such late payments. The card issuer may disclose the reasons for the rate increase
as a decline in the consumer’s credit score and the consumer’s late payment on the
account subject to the increase. Because the late payment on the credit card account with
the other issuer also likely contributed to the decline in the consumer’s credit score, it is
not required to be separately disclosed. However, the late payment on the credit card
account on which the rate increase is being imposed must be specifically disclosed even
if that late payment also contributed to the decline in the consumer’s credit score.

9(¢)(2)(v) Notice not required.

sk sk ook

12. Temporary rates — relationship to § 226.59. 1. General. Section 226.59

requires a card issuer to review rate increases imposed due to the revocation of a
temporary rate. In some circumstances, § 226.59 may require an issuer to reinstate a
reduced temporary rate based on that review. If, based on a review required by § 226.59,
a creditor reinstates a temporary rate that had been revoked, the card issuer is not required
to provide an additional notice to the consumer when the reinstated temporary rate
expires, if the card issuer provided the disclosures required by § 226.9(c)(2)(v)(B) prior
to the original commencement of the temporary rate. See § 226.55 and the associated
commentary for guidance on the permissibility and applicability of rate increases.

ii. Example. A consumer opens a new credit card account under an open-end

(not home-secured) consumer credit plan on January 1, 2011. The annual percentage rate
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applicable to purchases is 18%. The card issuer offers the consumer a 15% rate on
purchases made between January 1, 2012 and January 1, 2014. Prior to January 1, 2012,
the card issuer discloses, in accordance with § 226.9(c)(2)(v)(B), that the rate on
purchases made during that period will increase to the standard 18% rate on January 1,
2014. In March 2012, the consumer makes a payment that is ten days late. The card
issuer, upon providing 45 days’ advance notice of the change under § 226.9(g), increases
the rate on new purchases to 18% effective as of June 1, 2012. On December 1, 2012, the
issuer performs a review of the consumer’s account in accordance with § 226.59. Based
on that review, the card issuer is required to reduce the rate to the original 15% temporary
rate as of January 15, 2013. On January 1, 2014, the card issuer may increase the rate on
purchases to 18%, as previously disclosed prior to January 1, 2012, without providing an
additional notice to the consumer.

ok sk sk ok

9(g) Increase in rates due to delinquency or default or as a penalty.

1. Relationship between § 226.9(c) and (g) and § 226.55— examples. Card issuers

subject to § 226.55 are prohibited from increasing the annual percentage rate for a
category of transactions on any consumer credit card account unless specifically
permitted by one of the exceptions in § 226.55(b). See comments 55(a)-1 and 55(b)-3
and the commentary to § 226.55(b)(4) for examples that illustrate the relationship
between the notice requirements of § 226.9(c) and (g) and § 226.55.

2. Affected consumers. If a single credit account involves multiple consumers

that may be affected by the change, the creditor should refer to § 226.5(d) to determine

the number of notices that must be given.
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3. Combining a notice described in § 226.9(g)(3) with a notice described in

§ 226.9(c)(2)(iv). If a creditor is required to provide notices pursuant to both

§ 226.9(¢c)(2)(iv) and (g)(3) to a consumer, the creditor may combine the two notices.
This would occur when penalty pricing has been triggered, and other terms are changing
on the consumer’s account at the same time.

4. Content. Sample G-22 contains an example of how to comply with the
requirements in § 226.9(g)(3)(i) when the rate on a consumer’s credit card account is
being increased to a penalty rate as described in § 226.9(g)(1)(ii), based on a late
payment that is not more than 60 days late. Sample G-23 contains an example of how to
comply with the requirements in § 226.9(g)(3)(i) when the rate increase is triggered by a

delinquency of more than 60 days.

5. Clear and conspicuous standard. See comment 5(a)(1)-1 for the clear and
conspicuous standard applicable to disclosures required under § 226.9(g).

6. Terminology. See § 226.5(a)(2) for terminology requirements applicable to
disclosures required under § 226.9(g).

7. Reasons for increase. See comment 9(c)(2)(iv)-11 for guidance on disclosure

of the reasons for a rate increase for a credit card account under an open-end (not home-

secured) consumer credit plan.

k ok ok sk sk

Section 226.52—L imitations on Fees

52(a) Limitations during first year after account opening.

k ok ok sk sk

52(b) Limitations on penalty fees.
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1. Fees for violating the account terms or other requirements. For purposes of

§ 226.52(b), a fee includes any charge imposed by a card issuer based on an act or
omission that violates the terms of the account or any other requirements imposed by the
card issuer with respect to the account, other than charges attributable to periodic interest
rates. Accordingly, for purposes of § 226.52(b), a fee does not include charges
attributable to an increase in an annual percentage rate based on an act or omission that
violates the terms or other requirements of an account.

i. The following are examples of fees that are subject to the limitations in
§ 226.52(b) or are prohibited by § 226.52(b):

A. Late payment fees and any other fees imposed by a card issuer if an account
becomes delinquent or if a payment is not received by a particular date.

B. Returned payment fees and any other fees imposed by a card issuer if a
payment received via check, automated clearing house, or other payment method is
returned.

C. Any fee or charge for an over-the-limit transaction as defined in § 226.56(a),
to the extent the imposition of such a fee or charge is permitted by § 226.56.

D. Any fee imposed by a card issuer if payment on a check that accesses a credit
card account is declined.

E. Any fee or charge for a transaction that the card issuer declines to authorize.
See § 226.52(b)(2)(1)(B).

F. Any fee imposed by a card issuer based on account inactivity (including the
consumer’s failure to use the account for a particular number or dollar amount of

transactions or a particular type of transaction). See § 226.52(b)(2)(1)(B).
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G. Any fee imposed by a card issuer based on the closure or termination of an
account. See § 226.52(b)(2)(1)(B).

ii. The following are examples of fees to which § 226.52(b) does not apply:

A. Balance transfer fees.

B. Cash advance fees.

C. Foreign transaction fees.

D. Annual fees and other fees for the issuance or availability of credit described
in § 226.5a(b)(2), except to the extent that such fees are based on account inactivity. See
§ 226.52(b)(2)(1)(B).

E. Fees for insurance described in § 226.4(b)(7) or debt cancellation or debt
suspension coverage described in § 226.4(b)(10) written in connection with a credit
transaction, provided that such fees are not imposed as a result of a violation of the
account terms or other requirements of an account.

F. Fees for making an expedited payment (to the extent permitted by
§ 226.10(e)).

G. Fees for optional services (such as travel insurance).

H. Fees for reissuing a lost or stolen card.

2. Rounding to nearest whole dollar. A card issuer may round any fee that
complies with § 226.52(b) to the nearest whole dollar. For example, if § 226.52(b)
permits a card issuer to impose a late payment fee of $21.50, the card issuer may round
that amount up to the nearest whole dollar and impose a late payment fee of $22.

However, if the late payment fee permitted by § 226.52(b) were $21.49, the card issuer
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would not be permitted to round that amount up to $22, although the card issuer could
round that amount down and impose a late payment fee of $21.

52(b)(1) General rule.

1. Relationship between § 226.52(b)(1)(i), (b)(1)(ii), and (b)(2).

i. Relationship between § 226.52(b)(1)(i) and (b)(1)(ii). A card issuer may

impose a fee for violating the terms or other requirements of an account pursuant to either
§ 226.52(b)(1)(i) or (b)(1)(i1).

A. A card issuer that complies with the safe harbors in § 226.52(b)(1)(ii) is not
required to determine that its fees represent a reasonable proportion of the total costs
incurred by the card issuer as a result of a type of violation under § 226.52(b)(1)(1).

B. A card issuer may impose a fee for one type of violation pursuant to
§ 226.52(b)(1)(1) and may impose a fee for a different type of violation pursuant to
§ 226.52(b)(1)(ii). For example, a card issuer may impose a late payment fee of $30
based on a cost determination pursuant to § 226.52(b)(1)(i) but impose returned payment
and over-the-limit fees of $25 or $35 pursuant to the safe harbors in § 226.52(b)(1)(ii).

C. A card issuer that previously based the amount of a penalty fee for a particular
type of violation on a cost determination pursuant to § 226.52(b)(1)(i) may begin to
impose a penalty fee for that type of violation that is consistent with § 226.52(b)(1)(ii) at
any time (subject to the notice requirements in § 226.9), provided that the first fee
imposed pursuant to § 226.52(b)(1)(ii) is consistent with § 226.52(b)(1)(i1)(A). For
example, assume that a late payment occurs on January 15 and that, based on a cost
determination pursuant to § 226.52(b)(1)(i), the card issuer imposes a $30 late payment

fee. Another late payment occurs on July 15. The card issuer may impose another $30
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late payment fee pursuant to § 226.52(b)(1)(i) or may impose a $25 late payment fee
pursuant to § 226.52(b)(1)(ii)(A). However, the card issuer may not impose a $35 late
payment fee pursuant to § 226.52(b)(1)(ii)(B). If the card issuer imposes a $25 fee
pursuant to § 226.52(b)(1)(ii)(A) for the July 15 late payment and another late payment
occurs on September 15, the card issuer may impose a $35 fee for the September 15 late
payment pursuant to § 226.52(b)(1)(ii)(B).

ii. Relationship between § 226.52(b)(1) and (b)(2). Section 226.52(b)(1) does not

permit a card issuer to impose a fee that is inconsistent with the prohibitions in

§ 226.52(b)(2). For example, if § 226.52(b)(2)(1) prohibits the card issuer from imposing
a late payment fee that exceeds $15, § 226.52(b)(1)(ii) does not permit the card issuer to
impose a higher late payment fee.

52(b)(1)(1) Fees based on costs.

1. Costs incurred as a result of violations. Section 226.52(b)(1)(i) does not

require a card issuer to base a fee on the costs incurred as a result of a specific violation
of the terms or other requirements of an account. Instead, for purposes of
§ 226.52(b)(1)(1), a card issuer must have determined that a fee for violating the terms or
other requirements of an account represents a reasonable proportion of the costs incurred
by the card issuer as a result of that type of violation. A card issuer may make a single
determination for all of its credit card portfolios or may make separate determinations for
each portfolio. The factors relevant to this determination include:

A. The number of violations of a particular type experienced by the card issuer

during a prior period of reasonable length (for example, a period of twelve months).

218



B. The costs incurred by the card issuer during that period as a result of those
violations.

C. At the card issuer’s option, the number of fees imposed by the card issuer as a
result of those violations during that period that the card issuer reasonably estimates it
will be unable to collect. See comment 52(b)(1)(1)-5.

D. At the card issuer’s option, reasonable estimates for an upcoming period of
changes in the number of violations of that type, the resulting costs, and the number of
fees that the card issuer will be unable to collect. See illustrative examples in comments
52(b)(1)(i)-6 through -9.

2. Amounts excluded from cost analysis. The following amounts are not costs

incurred by a card issuer as a result of violations of the terms or other requirements of an
account for purposes of § 226.52(b)(1)(1):

i. Losses and associated costs (including the cost of holding reserves against
potential losses and the cost of funding delinquent accounts).

ii. Costs associated with evaluating whether consumers who have not violated the
terms or other requirements of an account are likely to do so in the future (such as the
costs associated with underwriting new accounts). However, once a violation of the
terms or other requirements of an account has occurred, the costs associated with
preventing additional violations for a reasonable period of time are costs incurred by a
card issuer as a result of violations of the terms or other requirements of an account for
purposes of § 226.52(b)(1)(1).

3. Third party charges. As a general matter, amounts charged to the card issuer

by a third party as a result of a violation of the terms or other requirements of an account
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are costs incurred by the card issuer for purposes of § 226.52(b)(1)(i). For example, if a
card issuer is charged a specific amount by a third party for each returned payment, that
amount is a cost incurred by the card issuer as a result of returned payments. However, if
the amount is charged to the card issuer by an affiliate or subsidiary of the card issuer, the
card issuer must have determined that the charge represents a reasonable proportion of
the costs incurred by the affiliate or subsidiary as a result of the type of violation. For
example, if an affiliate of a card issuer provides collection services to the card issuer on
delinquent accounts, the card issuer must have determined that the amounts charged to
the card issuer by the affiliate for such services represent a reasonable proportion of the
costs incurred by the affiliate as a result of late payments.

4. Amounts charged by other card issuers. The fact that a card issuer’s fees for

violating the terms or other requirements of an account are comparable to fees assessed
by other card issuers does not satisfy the requirements of § 226.52(b)(1)(1).

5. Uncollected fees. For purposes of § 226.52(b)(1)(i), a card issuer may

consider fees that it is unable to collect when determining the appropriate fee amount.
Fees that the card issuer is unable to collect include fees imposed on accounts that have
been charged off by the card issuer, fees that have been discharged in bankruptcy, and
fees that the card issuer is required to waive in order to comply with a legal requirement
(such as a requirement imposed by 12 CFR Part 226 or 50 U.S.C. app. 527). However,
fees that the card issuer chooses not to impose or chooses not to collect (such as fees the
card issuer chooses to waive at the request of the consumer or under a workout or
temporary hardship arrangement) are not relevant for purposes of this determination.

See illustrative examples in comments 52(b)(2)(i)-6 through -9.
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6. Late payment fees.

i. Costs incurred as a result of late payments. For purposes of § 226.52(b)(1)(i),

the costs incurred by a card issuer as a result of late payments include the costs associated
with the collection of late payments, such as the costs associated with notifying
consumers of delinquencies and resolving delinquencies (including the establishment of
workout and temporary hardship arrangements).

ii. Examples.

A. Late payment fee based on past delinquencies and costs. Assume that, during

year one, a card issuer experienced 1 million delinquencies and incurred $26 million in
costs as a result of those delinquencies. For purposes of § 226.52(b)(1)(i), a $26 late
payment fee would represent a reasonable proportion of the total costs incurred by the
card issuer as a result of late payments during year two.

B. Adjustment based on fees card issuer is unable to collect. Same facts as above

except that the card issuer imposed a late payment fee for each of the 1 million
delinquencies experienced during year one but was unable to collect 25% of those fees
(in other words, the card issuer was unable to collect 250,000 fees, leaving a total of
750,000 late payments for which the card issuer did collect or could have collected a fee).
For purposes of § 226.52(b)(2)(i), a late payment fee of $35 would represent a reasonable
proportion of the total costs incurred by the card issuer as a result of late payments during
year two.

C. Adjustment based on reasonable estimate of future changes. Same facts as

paragraphs A. and B. above except the card issuer reasonably estimates that — based on

past delinquency rates and other factors relevant to potential delinquency rates for year
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two — it will experience a 2% decrease in delinquencies during year two (in other words,
20,000 fewer delinquencies for a total of 980,000). The card issuer also reasonably
estimates that it will be unable to collect the same percentage of fees (25%) during year
two as during year one (in other words, the card issuer will be unable to collect 245,000
fees, leaving a total of 735,000 late payments for which the card issuer will be able to
collect a fee). The card issuer also reasonably estimates that — based on past changes in
costs incurred as a result of delinquencies and other factors relevant to potential costs for
year two — it will experience a 5% increase in costs during year two (in other words, $1.3
million in additional costs for a total of $27.3 million). For purposes of § 226.52(b)(1)(i),
a $37 late payment fee would represent a reasonable proportion of the total costs incurred
by the card issuer as a result of late payments during year two.

7. Returned payment fees.

i. Costs incurred as a result of returned payments. For purposes of

§ 226.52(b)(1)(1), the costs incurred by a card issuer as a result of returned payments
include:

A. Costs associated with processing returned payments and reconciling the card
issuer’s systems and accounts to reflect returned payments;

B. Costs associated with investigating potential fraud with respect to returned
payments; and

C. Costs associated with notifying the consumer of the returned payment and

arranging for a new payment.
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ii. Examples.

A. Returned payment fee based on past returns and costs. Assume that, during

year one, a card issuer experienced 150,000 returned payments and incurred $3.1 million
in costs as a result of those returned payments. For purposes of § 226.52(b)(1)(i), a $21
returned payment fee would represent a reasonable proportion of the total costs incurred
by the card issuer as a result of returned payments during year two.

B. Adjustment based on fees card issuer is unable to collect. Same facts as above

except that the card issuer imposed a returned payment fee for each of the

150,000 returned payments experienced during year one but was unable to collect 15% of
those fees (in other words, the card issuer was unable to collect 22,500 fees, leaving a
total of 127,500 returned payments for which the card issuer did collect or could have
collected a fee). For purposes of § 226.52(b)(2)(i), a returned payment fee of $24 would
represent a reasonable proportion of the total costs incurred by the card issuer as a result
of returned payments during year two.

C. Adjustment based on reasonable estimate of future changes. Same facts as

paragraphs A. and B. above except the card issuer reasonably estimates that — based on
past returned payment rates and other factors relevant to potential returned payment rates
for year two — it will experience a 2% increase in returned payments during year two

(in other words, 3,000 additional returned payments for a total of 153,000). The card
issuer also reasonably estimates that it will be unable to collect 25% of returned payment
fees during year two (in other words, the card issuer will be unable to collect 38,250 fees,
leaving a total of 114,750 returned payments for which the card issuer will be able to

collect a fee). The card issuer also reasonably estimates that — based on past changes in
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costs incurred as a result of returned payments and other factors relevant to potential
costs for year two — it will experience a 1% decrease in costs during year two (in other
words, a $31,000 reduction in costs for a total of $3.069 million). For purposes of

§ 226.52(b)(1)(i), a $27 returned payment fee would represent a reasonable proportion of
the total costs incurred by the card issuer as a result of returned payments during year
two.

8. Over-the-limit fees.

i. Costs incurred as a result of over-the-limit transactions. For purposes of

§ 226.52(b)(1)(1), the costs incurred by a card issuer as a result of over-the-limit
transactions include:

A. Costs associated with determining whether to authorize over-the-limit
transactions; and

B. Costs associated with notifying the consumer that the credit limit has been
exceeded and arranging for payments to reduce the balance below the credit limit.

ii. Costs not incurred as a result of over-the-limit transactions. For purposes of

§ 226.52(b)(1)(1), costs associated with obtaining the affirmative consent of consumers to
the card issuer’s payment of transactions that exceed the credit limit consistent with

§ 226.56 are not costs incurred by a card issuer as a result of over-the-limit transactions.

iii. Examples.

A. Over-the-limit fee based on past fees and costs. Assume that, during year one,
a card issuer authorized 600,000 over-the-limit transactions and incurred $4.5 million in
costs as a result of those over-the-limit transactions. However, because of the affirmative

consent requirements in § 226.56, the card issuer was only permitted to impose 200,000
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over-the-limit fees during year one. For purposes of § 226.52(b)(1)(i), a $23 over-the-
limit fee would represent a reasonable proportion of the total costs incurred by the card
issuer as a result of over-the-limit transactions during year two.

B. Adjustment based on fees card issuer is unable to collect. Same facts as above

except that the card issuer was unable to collect 30% of the 200,000 over-the-limit fees
imposed during year one (in other words, the card issuer was unable to collect 60,000
fees, leaving a total of 140,000 over-the-limit transactions for which the card issuer did
collect or could have collected a fee). For purposes of § 226.52(b)(2)(i), an over-the-
limit fee of $32 would represent a reasonable proportion of the total costs incurred by the
card issuer as a result of over-the-limit transactions during year two.

C. Adjustment based on reasonable estimate of future changes. Same facts as

paragraphs A. and B. above except the card issuer reasonably estimates that — based on
past over-the-limit transaction rates, the percentages of over-the-limit transactions that
resulted in an over-the-limit fee in the past (consistent with § 226.56), and factors
relevant to potential changes in those rates and percentages for year two — it will
authorize approximately the same number of over-the-limit transactions during year two
(600,000) and impose approximately the same number of over-the-limit fees (200,000).
The card issuer also reasonably estimates that it will be unable to collect the same
percentage of fees (30%) during year two as during year one (in other words, the card
issuer was unable to collect 60,000 fees, leaving a total of 140,000 over-the-limit
transactions for which the card issuer will be able to collect a fee). The card issuer also
reasonably estimates that — based on past changes in costs incurred as a result of over-

the-limit transactions and other factors relevant to potential costs for year two — it will
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experience a 6% decrease in costs during year two (in other words, a $270,000 reduction
in costs for a total of $4.23 million). For purposes of § 226.52(b)(1)(i), a $30 over-the-
limit fee would represent a reasonable proportion of the total costs incurred by the card
issuer as a result of over-the-limit transactions during year two.

9. Declined access check fees.

i. Costs incurred as a result of declined access checks. For purposes of

§ 226.52(b)(1)(1), the costs incurred by a card issuer as a result of declining payment on a
check that accesses a credit card account include:

A. Costs associated with determining whether to decline payment on access
checks;

B. Costs associated with processing declined access checks and reconciling the
card issuer’s systems and accounts to reflect declined access checks;

C. Costs associated with investigating potential fraud with respect to declined
access checks; and

D. Costs associated with notifying the consumer and the merchant or other party
that accepted the access check that payment on the check has been declined.

ii. Example. Assume that, during year one, a card issuer declined 100,000 access
checks and incurred $2 million in costs as a result of those declined checks. The card
issuer imposed a fee for each declined access check but was unable to collect 10% of
those fees (in other words, the card issuer was unable to collect 10,000 fees, leaving a
total of 90,000 declined access checks for which the card issuer did collect or could have

collected a fee). For purposes of § 226.52(b)(1)(i), a $22 declined access check fee
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would represent a reasonable proportion of the total costs incurred by the card issuer as a
result of declined access checks during year two.

52(b)(1)(i1) Safe harbors.

1. Multiple violations of same type. Section 226.52(b)(1)(i1)(A) permits a card

issuer to impose a fee that does not exceed $25 for the first violation of a particular type.
For a subsequent violation of the same type during the next six billing cycles,
§ 226.52(b)(1)(ii)(B) permits the card issuer to impose a fee that does not exceed $35.

1. Next six billing cycles. A fee may be imposed pursuant to

§ 226.52(b)(1)(i1)(B) if, during the six billing cycles following the billing cycle in which
a violation occurred, another violation of the same type occurs.

A. Late payments. For purposes of § 226.52(b)(1)(ii), a late payment occurs
during the billing cycle in which the payment may first be treated as late consistent with
the requirements of 12 CFR Part 226 and the terms or other requirements of the account.

B. Returned payments. For purposes of § 226.52(b)(1)(ii), a returned payment

occurs during the billing cycle in which the payment is returned to the card issuer.

C. Transactions that exceed the credit limit. For purposes of § 226.52(b)(1)(ii),

a transaction that exceeds the credit limit for an account occurs during the billing cycle in
which the transaction occurs or is authorized by the card issuer.

D. Declined access checks. For purposes of § 226.52(b)(1)(ii), a check that

accesses a credit card account is declined during the billing cycle in which the card issuer
declines payment on the check.

ii. Relationship to §§ 226.52(b)(2)(ii) and 226.56(3)(1)(i). If multiple violations

are based on the same event or transaction such that § 226.52(b)(2)(ii) prohibits the card
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issuer from imposing more than one fee, the event or transaction constitutes a single
violation for purposes of § 226.52(b)(1)(ii). Furthermore, consistent with
§ 226.56(j)(1)(1), no more than one violation for exceeding an account’s credit limit can
occur during a single billing cycle for purposes of § 226.52(b)(1)(ii).

iii. Examples: The following examples illustrate the application of
§ 226.52(b)(1)(i1)(A) and (b)(1)(i1)(B) with respect to credit card accounts under an open-
end (not home-secured) consumer credit plan that are not charge card accounts. For
purposes of these examples, assume that the billing cycles for the account begin on the
first day of the month and end on the last day of the month and that the payment due date
for the account is the twenty-fifth day of the month.

A. Violations of same type (late payments). A required minimum periodic

payment of $50 is due on March 25. On March 26, a late payment has occurred because
no payment has been received. Accordingly, consistent with § 226.52(b)(1)(ii)(A),
the card issuer imposes a $25 late payment fee on March 26. In order for the card issuer
to impose a $35 late payment fee pursuant to § 226.52(b)(1)(ii)(B), a second late payment
must occur during the April, May, June, July, August, or September billing cycles.

(1) The card issuer does not receive any payment during the March billing cycle.
A required minimum periodic payment of $100 is due on April 25. On April 20, the card
issuer receives a $50 payment. No further payment is received during the April billing
cycle. Accordingly, consistent with § 226.52(b)(1)(i1)(B), the card issuer may impose a
$35 late payment fee on April 26. Furthermore, the card issuer may impose a $35 late
payment fee for any late payment that occurs during the May, June, July, August,

September, or October billing cycles.
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(2) Same facts as in paragraph A. above. On March 30, the card issuer receives a
$50 payment and the required minimum periodic payments for the April, May, June,
July, August, and September billing cycles are received on or before the payment due
date. A required minimum periodic payment of $60 is due on October 25. On
October 26, a late payment has occurred because the required minimum periodic payment
due on October 25 has not been received. However, because this late payment did not
occur during the six billing cycles following the March billing cycle, § 226.52(b)(1)(i1)
only permits the card issuer to impose a late payment fee of $25.

B. Violations of different types (late payment and over the credit limit).

The credit limit for an account is $1,000. Consistent with § 226.56, the consumer has
affirmatively consented to the payment of transactions that exceed the credit limit.

A required minimum periodic payment of $30 is due on August 25. On August 26, a late
payment has occurred because no payment has been received. Accordingly, consistent
with § 226.52(b)(1)(i1)(A), the card issuer imposes a $25 late payment fee on August 26.
On August 30, the card issuer receives a $30 payment. On September 10, a transaction
causes the account balance to increase to $1,150, which exceeds the account’s $1,000
credit limit. On September 11, a second transaction increases the account balance to
$1,350. On September 23, the card issuer receives the $50 required minimum periodic
payment due on September 25, which reduces the account balance to $1,300.

On September 30, the card issuer imposes a $25 over-the-limit fee, consistent with

§ 226.52(b)(1)(ii)(A). On October 26, a late payment has occurred because the $60

required minimum periodic payment due on October 25 has not been received.
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Accordingly, consistent with § 226.52(b)(1)(ii)(B), the card issuer imposes a $35 late
payment fee on October 26.

C. Violations of different types (late payment and returned payment). A required

minimum periodic payment of $50 is due on July 25. On July 26, a late payment has
occurred because no payment has been received. Accordingly, consistent with

§ 226.52(b)(1)(ii)(A), the card issuer imposes a $25 late payment fee on July 26.

On July 30, the card issuer receives a $50 payment. A required minimum periodic
payment of $50 is due on August 25. On August 24, a $50 payment is received.

On August 27, the $50 payment is returned to the card issuer for insufficient funds.

In these circumstances, § 226.52(b)(2)(ii) permits the card issuer to impose either a late
payment fee or a returned payment fee but not both because the late payment and the
returned payment result from the same event or transaction. Accordingly, for purposes of
§ 226.52(b)(1)(i1), the event or transaction constitutes a single violation. However, if the
card issuer imposes a late payment fee, § 226.52(b)(1)(i1)(B) permits the issuer to impose
a fee of $35 because the late payment occurred during the six billing cycles following the
July billing cycle. In contrast, if the card issuer imposes a returned payment fee, the

amount of the fee may be no more than $25 pursuant to § 226.52(b)(1)(ii)(A).

2. Adjustments based on Consumer Price Index. For purposes of
§ 226.52(b)(1)(i1)(A) and (b)(1)(i1)(B), the Board shall calculate each year price level
adjusted amounts using the Consumer Price Index in effect on June 1 of that year. When
the cumulative change in the adjusted minimum value derived from applying the annual
Consumer Price level to the current amounts in § 226.52(b)(1)(ii)(A) and (b)(1)(i1)(B) has

risen by a whole dollar, those amounts will be increased by $1.00. Similarly, when the

230



cumulative change in the adjusted minimum value derived from applying the annual
Consumer Price level to the current amounts in § 226.52(b)(1)(ii)(A) and (b)(1)(i1)(B) has
decreased by a whole dollar, those amounts will be decreased by $1.00. The Board will
publish adjustments to the amounts in § 226.52(b)(1)(i1)(A) and (b)(1)(ii)(B).

3. Delinquent balance for charge card accounts. Section 226.52(b)(1)(ii)(C)

provides that, when a charge card issuer that requires payment of outstanding balances in
full at the end of each billing cycle has not received the required payment for two or more
consecutive billing cycles, the card issuer may impose a late payment fee that does not
exceed three percent of the delinquent balance. For purposes of § 226.52(b)(1)(ii)(C),

the delinquent balance is any previously billed amount that remains unpaid at the time

the late payment fee is imposed pursuant to § 226.52(b)(1)(ii)(C). Consistent with

§ 226.52(b)(2)(i1), a charge card issuer that imposes a fee pursuant to

§ 226.52(b)(1)(i1)(C) with respect to a late payment may not impose a fee pursuant to

§ 226.52(b)(1)(i1)(B) with respect to the same late payment. The following examples
illustrate the application of § 226.52(b)(1)(i1)(C):

1. Assume that a charge card issuer requires payment of outstanding balances in
full at the end of each billing cycle and that the billing cycles for the account begin on the
first day of the month and end on the last day of the month. At the end of the June billing
cycle, the account has a balance of $1,000. On July 5, the card issuer provides a periodic
statement disclosing the $1,000 balance consistent with § 226.7. During the July billing
cycle, the account is used for $300 in transactions, increasing the balance to $1,300. At
the end of the July billing cycle, no payment has been received and the card issuer

imposes a $25 late payment fee consistent with § 226.52(b)(1)(ii)(A). On August 5, the
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card issuer provides a periodic statement disclosing the $1,325 balance consistent with

§ 226.7. During the August billing cycle, the account is used for $200 in transactions,
increasing the balance to $1,525. At the end of the August billing cycle, no payment has
been received. Consistent with § 226.52(b)(1)(i1)(C), the card issuer may impose a late
payment fee of $40, which is 3% of the $1,325 balance that was due at the end of the
August billing cycle. Section 226.52(b)(1)(i1)(C) does not permit the card issuer to
include the $200 in transactions that occurred during the August billing cycle.

ii. Same facts as above except that, on August 25, a $100 payment is received.
Consistent with § 226.52(b)(1)(i1)(C), the card issuer may impose a late payment fee of
$37, which is 3% of the unpaid portion of the $1,325 balance that was due at the end of
the August billing cycle ($1,225).

iii. Same facts as in paragraph A. above except that, on August 25, a $200
payment is received. Consistent with § 226.52(b)(1)(ii)(C), the card issuer may impose a
late payment fee of $34, which is 3% of the unpaid portion of the $1,325 balance that was
due at the end of the August billing cycle ($1,125). In the alternative, the card issuer may
impose a late payment fee of $35 consistent with § 226.52(b)(1)(ii)(B). However,

§ 226.52(b)(2)(i1) prohibits the card issuer from imposing both fees.

52(b)(2) Prohibited fees.

1. Relationship to § 226.52(b)(1). A card issuer does not comply with

§ 226.52(b) if it imposes a fee that is inconsistent with the prohibitions in § 226.52(b)(2).
Thus, the prohibitions in § 226.52(b)(2) apply even if a fee is consistent with
§ 226.52(b)(1)(1) or (b)(1)(i1). For example, even if a card issuer has determined for

purposes of § 226.52(b)(1)(i) that a $27 fee represents a reasonable proportion of the total
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costs incurred by the card issuer as a result of a particular type of violation,

§ 226.52(b)(2)(i) prohibits the card issuer from imposing that fee if the dollar amount
associated with the violation is less than $27. Similarly, even if § 226.52(b)(1)(ii)
permits a card issuer to impose a $25 fee, § 226.52(b)(2)(i) prohibits the card issuer from
imposing that fee if the dollar amount associated with the violation is less than $25.

52(b)(2)(1) Fees that exceed dollar amount associated with violation.

1. Late payment fees. For purposes of § 226.52(b)(2)(i), the dollar amount

associated with a late payment is the amount of the required minimum periodic payment
due immediately prior to assessment of the late payment fee. Thus, § 226.52(b)(2)(1)(A)
prohibits a card issuer from imposing a late payment fee that exceeds the amount of that
required minimum periodic payment. For example:

i. Assume that a $15 required minimum periodic payment is due on
September 25. The card issuer does not receive any payment on or before September 25.
On September 26, the card issuer imposes a late payment fee. For purposes of
§ 226.52(b)(2)(1), the dollar amount associated with the late payment is the amount of the
required minimum periodic payment due on September 25 ($15). Thus, under
§ 226.52(b)(2)(i)(A), the amount of that fee cannot exceed $15 (even if a higher fee
would be permitted under § 226.52(b)(1)).

ii. Same facts as above except that, on September 25, the card issuer receives a
$10 payment. No further payments are received. On September 26, the card issuer
imposes a late payment fee. For purposes of § 226.52(b)(2)(i), the dollar amount
associated with the late payment is the full amount of the required minimum periodic

payment due on September 25 ($15), rather than the unpaid portion of that payment ($5).
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Thus, under § 226.52(b)(2)(i)(A), the amount of the late payment fee cannot exceed $15
(even if a higher fee would be permitted under § 226.52(b)(1)).

iii. Assume that a $15 required minimum periodic payment is due on October 28
and the billing cycle for the account closes on October 31. The card issuer does not
receive any payment on or before November 3. On November 3, the card issuer
determines that the required minimum periodic payment due on November 28 is $50. On
November 5, the card issuer imposes a late payment fee. For purposes of
§ 226.52(b)(2)(i), the dollar amount associated with the late payment is the amount of the
required minimum periodic payment due on October 28 ($15), rather than the amount of
the required minimum periodic payment due on November 28 ($50). Thus, under
§ 226.52(b)(2)(1)(A), the amount of that fee cannot exceed $15 (even if a higher fee
would be permitted under § 226.52(b)(1)).

2. Returned payment fees. For purposes of § 226.52(b)(2)(i), the dollar amount

associated with a returned payment is the amount of the required minimum periodic
payment due immediately prior to the date on which the payment is returned to the card
issuer. Thus, § 226.52(b)(2)(1)(A) prohibits a card issuer from imposing a returned
payment fee that exceeds the amount of that required minimum periodic payment.
However, if a payment has been returned and is submitted again for payment by the card
issuer, there is no additional dollar amount associated with a subsequent return of that
payment and § 226.52(b)(2)(i)(B) prohibits the card issuer from imposing an additional
returned payment fee. For example:

1. 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 payment due date is the twenty-
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fifth day of the month. A minimum payment of $15 is due on March 25. The card issuer
receives a check for $100 on March 23, which is returned to the card issuer for
insufficient funds on March 26. For purposes of § 226.52(b)(2)(i), the dollar amount
associated with the returned payment is the amount of the required minimum periodic
payment due on March 25 ($15). Thus, § 226.52(b)(2)(i)(A) prohibits the card issuer
from imposing a returned payment fee that exceeds $15 (even if a higher fee would be
permitted under § 226.52(b)(1)). Furthermore, § 226.52(b)(2)(ii) prohibits the card issuer
from assessing both a late payment fee and a returned payment fee in these
circumstances. See comment 52(b)(2)(ii)-1.

ii. Same facts as above except that the card issuer receives the $100 check on
March 31 and the check is returned for insufficient funds on April 2. The minimum
payment due on April 25 is $30. For purposes of § 226.52(b)(2)(i), the dollar amount
associated with the returned payment is the amount of the required minimum periodic
payment due on March 25 ($15), rather than the amount of the required minimum
periodic payment due on April 25 ($30). Thus, § 226.52(b)(2)(i)(A) prohibits the card
issuer from imposing a returned payment fee that exceeds $15 (even if a higher fee would
be permitted under § 226.52(b)(1)). Furthermore, § 226.52(b)(2)(ii) prohibits the card
issuer from assessing both a late payment fee and a returned payment fee in these
circumstances. See comment 52(b)(2)(ii)-1.

iii. Same facts as paragraph i. above except that, on March 28, the card issuer
presents the $100 check for payment a second time. On April 1, the check is again
returned for insufficient funds. Section 226.52(b)(2)(i1)(B) prohibits the card issuer from

imposing a returned payment fee based on the return of the payment on April 1.
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iv. 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 payment due date is the twenty-
fifth day of the month. A minimum payment of $15 is due on August 25. The card
issuer receives a check for $15 on August 23, which is not returned. The card issuer
receives a check for $50 on September 5, which is returned to the card issuer for
insufficient funds on September 7. Section 226.52(b)(2)(1)(B) does not prohibit the card
issuer from imposing a returned payment fee in these circumstances. Instead, for
purposes of § 226.52(b)(2)(i), the dollar amount associated with the returned payment is
the amount of the required minimum periodic payment due on August 25 ($15). Thus,

§ 226.52(b)(2)(1)(A) prohibits the card issuer from imposing a returned payment fee that
exceeds $15 (even if a higher fee would be permitted under § 226.52(b)(1)).

3. Over-the-limit fees. For purposes of § 226.52(b)(2)(i), the dollar amount

associated with extensions of credit in excess of the credit limit for an account is the total
amount of credit extended by the card issuer in excess of the credit limit during the
billing cycle in which the over-the-limit fee is imposed. Thus, § 226.52(b)(2)(1)(A)
prohibits a card issuer from imposing an over-the-limit fee that exceeds that amount.
Nothing in § 226.52(b) permits a card issuer to impose an over-the-limit fee if imposition
of the fee is inconsistent with § 226.56. The following examples illustrate the application
of § 226.52(b)(2)(1)(A) to over-the-limit fees:

i. Assume that the billing cycles for a credit card account with a credit limit of
$5,000 begin on the first day of the month and end on the last day of the month. Assume
also that, consistent with § 226.56, the consumer has affirmatively consented to the

payment of transactions that exceed the credit limit. On March 1, the account has a
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$4,950 balance. On March 6, a $60 transaction is charged to the account, increasing the
balance to $5,010. On March 25, a $5 transaction is charged to the account, increasing
the balance to $5,015. On the last day of the billing cycle (March 31), the card issuer
imposes an over-the-limit fee. For purposes of § 226.52(b)(2)(i), the dollar amount
associated with the extensions of credit in excess of the credit limit is the total amount of
credit extended by the card issuer in excess of the credit limit during the March billing
cycle ($15). Thus, § 226.52(b)(2)(1)(A) prohibits the card issuer from imposing an over-
the-limit fee that exceeds $15 (even if a higher fee would be permitted under

§ 226.52(b)(1)).

ii. Same facts as above except that, on March 26, the card issuer receives a
payment of $20, reducing the balance below the credit limit to $4,995. Nevertheless, for
purposes of § 226.52(b)(2)(i), the dollar amount associated with the extensions of credit
in excess of the credit limit is the total amount of credit extended by the card issuer in
excess of the credit limit during the March billing cycle ($15). Thus, consistent with

§ 226.52(b)(2)(i)(A), the card issuer may impose an over-the-limit fee of $15.

4. Declined access check fees. For purposes of § 226.52(b)(2)(1), the dollar

amount associated with declining payment on a check that accesses a credit card account
is the amount of the check. Thus, when a check that accesses a credit card account is
declined, § 226.52(b)(2)(i)(A) prohibits a card issuer from imposing a fee that exceeds
the amount of that check. For example, assume that a check that accesses a credit card
account is used as payment for a $50 transaction, but payment on the check is declined by

the card issuer because the transaction would have exceeded the credit limit for the
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account. For purposes of § 226.52(b)(2)(i), the dollar amount associated with the
declined check is the amount of the check ($50). Thus, § 226.52(b)(2)(i)(A) prohibits the
card issuer from imposing a fee that exceeds $50. However, the amount of this fee must
also comply with § 226.52(b)(1)(i) or (b)(1)(i1).

5. Inactivity fees. Section 226.52(b)(2)(i)(B)(2) prohibits a card issuer from
imposing a fee based on account inactivity (including the consumer’s failure to use the
account for a particular number or dollar amount of transactions or a particular type of
transaction). For example, § 226.52(b)(2)(1)(B)(2) prohibits a card issuer from imposing
a $50 fee when a consumer fails to use the account for $2,000 in purchases over the
course of a year. Similarly, § 226.52(b)(2)(1)(B)(2) prohibits a card issuer from imposing
a $50 annual fee on all accounts but waiving the fee if the consumer uses the account for

$2,000 in purchases over the course of a year.

6. Closed account fees. Section 226.52(b)(2)(i)(B)(3) prohibits a card issuer

from imposing a fee based on the closure or termination of an account. For example,
226.52(b)(2)(1)(B)(3) prohibits a card issuer from:

i. Imposing a one-time fee to consumers who close their accounts.

ii. Imposing a periodic fee (such as an annual fee, a monthly maintenance fee, or
a closed account fee) after an account is closed or terminated if that fee was not imposed
prior to closure or termination. This prohibition applies even if the fee was disclosed
prior to closure or termination. See also comment 55(d)-1.

iii. Increasing a periodic fee (such as an annual fee or a monthly maintenance fee)

after an account is closed or terminated. However, a card issuer is not prohibited from
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continuing to impose a periodic fee that was imposed before the account was closed or
terminated.

52(b)(2)(1i1) Multiple fees based on single event or transaction.

1. Single event or transaction. Section 226.52(b)(2)(ii) prohibits a card issuer

from imposing more than one fee for violating the terms or other requirements of an
account based on a single event or transaction. The following examples illustrate the
application of § 226.52(b)(2)(ii). Assume for purposes of these examples that the billing
cycles for a credit card account begin on the first day of the month and end on the last
day of the month and that the payment due date for the account is the twenty-fifth day of
the month.

i. Assume that the required minimum periodic payment due on March 25 is $20.
On March 26, the card issuer has not received any payment and imposes a late payment
fee. Section 226.52(b)(2)(ii) prohibits the card issuer from imposing an additional late
payment fee if the $20 minimum payment has not been received by a subsequent date
(such as March 31). However, § 226.52(b)(2)(ii1) does not prohibit the card issuer from
imposing an additional late payment fee if the required minimum periodic payment due
on April 25 (which may include the $20 due on March 25) is not received on or before
that date.

ii. Assume that the required minimum periodic payment due on March 25 is $30.

A. On March 25, the card issuer receives a check for $50, but the check is
returned for insufficient funds on March 27. Consistent with §§ 226.52(b)(1)(i1)(A) and

(b)(2)(1)(A), the card issuer may impose a late payment fee of $25 or a returned payment
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fee of $25. However, § 226.52(b)(2)(ii) prohibits the card issuer from imposing both fees
because those fees would be based on a single event or transaction.

B. Same facts as paragraph ii.A. above except that that card issuer receives the
$50 check on March 27 and the check is returned for insufficient funds on March 29.
Consistent with §§ 226.52(b)(1)(ii)(A) and (b)(2)(i)(A), the card issuer may impose a late
payment fee of $25 or a returned payment fee of $25. However, § 226.52(b)(2)(ii)
prohibits the card issuer from imposing both fees because those fees would be based on a
single event or transaction. If no payment is received on or before the next payment due
date (April 25), § 226.52(b)(2)(i1) does not prohibit the card issuer from imposing a late
payment fee.

iii. Assume that the required minimum periodic payment due on July 25 is $30.
On July 10, the card issuer receives a $50 payment, which is not returned. On July 20,
the card issuer receives a $100 payment, which is returned for insufficient funds on
July 24. Consistent with § 226.52(b)(1)(ii)(A) and (b)(2)(1)(A), the card issuer may
impose a returned payment fee of $25. Nothing in § 226.52(b)(2)(ii) prohibits the
imposition of this fee.

iv. Assume that the credit limit for an account is $1,000 and that, consistent with
§ 226.56, the consumer has affirmatively consented to the payment of transactions that
exceed the credit limit. On March 31, the balance on the account is $970 and the card
issuer has not received the $35 required minimum periodic payment due on March 25.
On that same date (March 31), a $70 transaction is charged to the account, which
increases the balance to $1,040. Consistent with § 226.52(b)(1)(ii)(A) and (b)(2)(1)(A),

the card issuer may impose a late payment fee of $25 and an over-the-limit fee of $25.
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Section 226.52(b)(2)(i1) does not prohibit the imposition of both fees because those fees

are based on different events or transactions.

% sk ok sk ok

Section 226.56—Requirements for over-the-limit transactions.

% sk ok sk ok

56(e) Content.

1. Amount of over-the-limit fee. See Model Forms G-25(A) and G-25(B) for

guidance on how to disclose the amount of the over-the-limit fee.

% sk ok sk ok

56(j) Prohibited practices.

% sk ok sk ok

6. Additional restrictions on over-the-limit fees. See § 226.52(b).

* sk ok sk ok

* %k %k ok o3k

Section 226.59—Reevaluation of Rate Increases

59(a) General rule.

59(a)(1) Evaluation of increased rate.

1. Types of rate increases covered. Section 226.59(a) applies both to increases

in annual percentage rates imposed on a consumer’s account based on that consumer’s
credit risk or other circumstances specific to that consumer and to increases in annual
percentage rates imposed based on factors that are not specific to the consumer, such as

changes in market conditions or the issuer’s cost of funds.
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2. Rate increases actually imposed. Under § 226.59(a), a card issuer must review

changes in factors only if the increased rate is actually imposed on the consumer’s
account. For example, if a card issuer increases the penalty rate for a credit card account
under an open-end (not home-secured) consumer credit plan and the consumer’s account
has no balances that are currently subject to the penalty rate, the card issuer is required to
provide a notice pursuant to § 226.9(c) of the change in terms, but the requirements of

§ 226.59 do not apply. However, if the consumer’s account later becomes subject to the
penalty rate, the card issuer is required to provide a notice pursuant to § 226.9(g) and the
requirements of § 226.59 begin to apply upon imposition of the penalty rate. Similarly, if
a card issuer raises the cash advance rate applicable to a consumer’s account but the
consumer engages in no cash advance transactions to which that increased rate is applied,
the card issuer is required to provide a notice pursuant to § 226.9(c) of the change in
terms, but the requirements of § 226.59 do not apply. If the consumer subsequently
engages in a cash advance transaction, the requirements of § 226.59 begin to apply at that
time.

3. Rate increases prior to effective date of rule. For increases in annual

percentage rates made on or after January 1, 2009 and prior to August 22, 2010,

§ 226.59(a) requires the card issuer to review the factors described in § 226.59(d) and
reduce the rate, as appropriate, if the rate increase is of a type for which 45 days’ advance
notice would currently be required under § 226.9(c)(2) or (g). For example, 45 days’
notice is not required under § 226.9(c)(2) if the rate increase results from the increase in
the index by which a properly-disclosed variable rate is determined in accordance with

§ 226.9(c)(2)(v)(C) or if the increase occurs upon expiration of a specified period of time
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and disclosures complying with § 226.9(c)(2)(v)(B) have been provided. The
requirements of § 226.59 do not apply to such rate increases.

4. Amount of rate decrease. Even in circumstances where a rate reduction is

required, § 226.59 does not require that a card issuer decrease the rate that applies to a
credit card account to the rate that was in effect prior to the rate increase subject to

§ 226.59(a). The amount of the rate decrease that is required must be determined based
upon the card issuer’s reasonable policies and procedures under § 226.59(b) for
consideration of factors described in § 226.59(a) and (d). For example, assume a
consumer’s rate on new purchases is increased from a variable rate of 15.99% to a
variable rate of 23.99% based on the consumer’s making a required minimum periodic
payment five days late. The consumer makes all of the payments required on the account
on time for the six months following the rate increase. Assume that the card issuer
evaluates the account by reviewing the factors on which the increase in an annual
percentage rate was originally based, in accordance with § 226.59(d)(1)(i). The card
issuer is not required to decrease the consumer’s rate to the 15.99% that applied prior to
the rate increase. However, the card issuer’s policies and procedures for performing the
review required by § 226.59(a) must be reasonable, as required by § 226.59(b), and must
take into account any reduction in the consumer’s credit risk based upon the consumer’s
timely payments.

59(a)(2) Rate reductions.

59(a)(2)(i1) Applicability of rate reduction.

1. Applicability of reduced rate to new transactions. Section 226.59(a)(2)(ii)

requires, in part, that any reduction in rate required pursuant to § 226.59(a)(1) must apply
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to new transactions that occur after the effective date of the rate reduction, if those
transactions would otherwise have been subject to the increased rate described in
§ 226.59(a)(1). A credit card account may have multiple types of balances, for example,
purchases, cash advances, and balance transfers, to which different rates apply. For
example, assume a new credit card account opened on January 1 of year one has a rate
applicable to purchases of 15% and a rate applicable to cash advances and balance
transfers of 20%. Effective March 1 of year two, consistent with the limitations in
§ 226.55 and upon giving notice required by § 226.9(c)(2), the card issuer raises the rate
applicable to new purchases to 18% based on market conditions. The only transaction in
which the consumer engages in year two is a $1,000 purchase made on July 1. The rate
for cash advances and balance transfers remains at 20%. Based on a subsequent review
required by § 226.59(a)(1), the card issuer determines that the rate on purchases must be
reduced to 16%. Section 226.59(a)(2)(ii) requires that the 16% rate be applied to the
$1,000 purchase made on July 1 and to all new purchases. The rate for new cash
advances and balance transfers may remain at 20%, because there was no rate increase
applicable to those types of transactions and, therefore, the requirements of § 226.59(a)
do not apply.

59(c) Timing.

1. In general. The issuer may review all of its accounts subject to § 226.59(a) at
the same time once every six months, may review each account once each six months on
a rolling basis based on the date on which the rate was increased for that account, or may

otherwise review each account not less frequently than once every six months.
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2. Example. A card issuer increases the rates applicable to one half of its credit
card accounts on June 1, 2011. The card issuer increases the rates applicable to the other
half of its credit card accounts on September 1, 2011. The card issuer may review the
rate increases for all of its credit card accounts on or before December 1, 2011, and at
least every six months thereafter. In the alternative, the card issuer may first review the
rate increases for the accounts that were repriced on June 1, 2011 on or before December
1, 2011, and may first review the rate increases for the accounts that were repriced on
September 1, 2011 on or before March 1, 2012.

3. Rate increases prior to effective date of rule. For increases in annual

percentage rates applicable to a credit card account under an open-end (not home-
secured) consumer credit plan on or after January 1, 2009 and prior to August 22, 2010,
§ 226.59(c) requires that the first review for such rate increases be conducted prior to

February 22, 2011.

59(d) Factors.

1. Change in factors. A creditor that complies with § 226.59(a) by reviewing the

factors it currently considers in determining the annual percentage rates applicable to
similar new credit card accounts may change those factors from time to time. When a
creditor changes the factors it considers in determining the annual percentage rates
applicable to similar new credit card accounts from time to time, it may comply with

§ 226.59(a) by reviewing the set of factors it considered immediately prior to the change
in factors for a brief transition period, or may consider the new factors. For example, a
creditor changes the factors it uses to determine the rates applicable to similar new credit

card accounts on January 1, 2012. The creditor reviews the rates applicable to its existing
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accounts that have been subject to a rate increase pursuant to § 226.59(a) on January 25,
2012. The creditor complies with § 226.59(a) by reviewing, at its option, either the
factors that it considered on December 31, 2011 when determining the rates applicable to
similar new credit card accounts or the factors that it considers as of January 25, 2012.
For purposes of compliance with § 226.59(d), a transition period of 60 days from the
change of factors constitutes a brief transition period.

2. Comparison of existing account to factors used for similar new accounts.

Under § 226.59(a), if a creditor evaluates an existing account using the same factors that
it considers in determining the rates applicable to similar new accounts, the review of
factors need not result in existing accounts being subject to exactly the same rates and
rate structure as a creditor imposes on similar new accounts. For example, a creditor may
offer variable rates on similar new accounts that are computed by adding a margin that
depends on various factors to the value of the LIBOR index. The account that the
creditor is required to review pursuant to § 226.59(a) may have variable rates that were
determined by adding a different margin, depending on different factors, to a published
prime rate. In performing the review required by § 226.59(a), the creditor may review
the factors it uses to determine the rates applicable to similar new accounts. If a rate
reduction is required, however, the creditor need not base the variable rate for the existing
account on the LIBOR index but may continue to use the published prime rate. Section
226.59(a) requires, however, that the rate on the existing account after the reduction, as
determined by adding the published prime rate and margin, be comparable to the rate, as
determined by adding the margin and LIBOR, charged on a new account for which the

factors are comparable.
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3. Similar new credit card accounts. A card issuer complying with

§ 226.59(d)(1)(i1) is required to consider the factors that the card issuer currently
considers when determining the annual percentage rates applicable to similar new credit
card accounts under an open-end (not home-secured) consumer credit plan. For example,
a card issuer may review different factors in determining the annual percentage rate that
applies to credit card plans for which the consumer pays an annual fee and receives
rewards points than it reviews in determining the rates for credit card plans with no
annual fee and no rewards points. Similarly, a card issuer may review different factors in
determining the annual percentage rate that applies to private label credit cards than it
reviews in determining the rates applicable to credit cards that can be used at a wider
variety of merchants. In addition, a card issuer may review different factors in
determining the annual percentage rate that applies to private label credit cards usable
only at Merchant A than it may review for private label credit cards usable only at
Merchant B. However, § 226.59(d)(1)(i1) requires a card issuer to review the factors it
considers when determining the rates for new credit card accounts with similar features
that are offered for similar purposes.

4. No similar new credit card accounts. In some circumstances, a card issuer that

complies with § 226.59(a) by reviewing the factors that it currently considers in
determining the annual percentage rates applicable to similar new accounts may not be
able to identify a class of new accounts that are similar to the existing accounts on which
a rate increase has been imposed. For example, consumers may have existing credit card
accounts under an open-end (not home-secured) consumer credit plan but the card issuer

may no longer offer a product to new consumers with similar characteristics, such as the
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availability of rewards, size of credit line, or other features. Similarly, some consumers’
accounts may have been closed and therefore cannot be used for new transactions, while
all new accounts can be used for new transactions. In those circumstances, § 226.59
requires that the card issuer nonetheless perform a review of the rate increase on the
existing customers’ accounts. A card issuer does not comply with § 226.59 by
maintaining an increased rate without performing such an evaluation. In such
circumstances, § 226.59(d)(1)(i1) requires that the card issuer compare the existing
accounts to the most closely comparable new accounts that it offers.

5. Consideration of consumer’s conduct on existing account. A card issuer that

complies with § 226.59(a) by reviewing the factors that it currently considers in
determining the annual percentage rates applicable to similar new accounts may consider
the consumer’s payment or other account behavior on the existing account only to the
same extent and in the same manner that the issuer considers such information when one
of its current cardholders applies for a new account with the card issuer. For example, a
card issuer might obtain consumer reports for all of its applicants. The consumer reports
contain certain information regarding the applicant’s past performance on existing credit
card accounts. However, the card issuer may have additional information about an
existing cardholder’s payment history or account usage that does not appear in the
consumer report and that, accordingly, it would not generally have for all new applicants.
For example, a consumer may have made a payment that is five days late on his or her
account with the card issuer, but this information does not appear on the consumer report.

The card issuer may consider this additional information in performing its review under
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§ 226.59(a), but only to the extent and in the manner that it considers such information if
a current cardholder applies for a new account with the issuer.

59(f) Termination of obligation to review factors.

1. Revocation of temporary rates. i. In general. If an annual percentage rate is

increased due to revocation of a temporary rate, § 226.59(a) requires that the card issuer
periodically review the increased rate. In contrast, if the rate increase results from the
expiration of a temporary rate previously disclosed in accordance with

§ 226.9(¢c)(2)(v)(B), the review requirements in § 226.59(a) do not apply. If a temporary
rate is revoked such that the requirements of § 226.59(a) apply, § 226.59(f) permits an
issuer to terminate the review of the rate increase if and when the applicable rate is the
same as the rate that would have applied if the increase had not occurred.

ii. Examples. Assume that on January 1, 2011, a consumer opens a new credit
card account under an open-end (not home-secured) consumer credit plan. The annual
percentage rate applicable to purchases is 15%. The card issuer offers the consumer a
10% rate on purchases made between February 1, 2012 and August 1, 2013 and discloses
pursuant to § 226.9(c)(2)(v)(B) that on August 1, 2013 the rate on purchases will revert to
the original 15% rate. The consumer makes a payment that is five days late in July 2012.

A. Upon providing 45 days’ advance notice and to the extent permitted under
§ 226.55, the card issuer increases the rate applicable to new purchases to 15%, effective
on September 1, 2012. The card issuer must review that rate increase under § 226.59(a)
at least once each six months during the period from September 1, 2012 to August 1,
2013, unless and until the card issuer reduces the rate to 10%. The card issuer performs

reviews of the rate increase on January 1, 2013 and July 1, 2013. Based on those
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reviews, the rate applicable to purchases remains at 15%. Beginning on August 1, 2013,
the card issuer is not required to continue periodically reviewing the rate increase,
because if the temporary rate had expired in accordance with its previously disclosed
terms, the 15% rate would have applied to purchase balances as of August 1, 2013 even if
the rate increase had not occurred on September 1, 2012.

B. Same facts as above except that the review conducted on July 1, 2013
indicates that a reduction to the original temporary rate of 10% is appropriate. Section
226.59(a)(2)(i) requires that the rate be reduced no later than 45 days after completion of
the review, or no later than August 15, 2013. Because the temporary rate would have
expired prior to the date on which the rate decrease is required to take effect, the card
issuer may, at its option, reduce the rate to 10% for any portion of the period from July 1,
2013 to August 1, 2013, or may continue to impose the 15% rate for that entire period.
The card issuer is not required to conduct further reviews of the 15% rate on purchases.

C. Same facts as above except that on September 1, 2012 the card issuer
increases the rate applicable to new purchases to the penalty rate on the consumer’s
account, which is 25%. The card issuer conducts reviews of the increased rate in
accordance with § 226.59 on January 1, 2013 and July 1, 2013. Based on those reviews,
the rate applicable to purchases remains at 25%. The card issuer’s obligation to review
the rate increase continues to apply after August 1, 2013, because the 25% penalty rate
exceeds the 15% rate that would have applied if the temporary rate expired in accordance
with its previously disclosed terms. The card issuer’s obligation to review the rate
terminates if and when the annual percentage rate applicable to purchases is reduced to

the 15% rate.
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59(g) Acquired accounts.

59(g)(1) General.

1. Relationship to § 226.59(d)(2) for rate increases imposed between January 1,

2009 and February 21, 2010. Section 226.59(d)(2) applies to acquired accounts.

Accordingly, if a card issuer acquires accounts on which a rate increase was imposed
between January 1, 2009 and February 21, 2010 that was not based solely upon
consumer-specific factors, that acquiring card issuer must consider the factors that it
currently considers when determining the annual percentage rates applicable to similar
new credit card accounts, if it conducts either or both of the first two reviews of such
accounts that are required after August 22, 2010 under § 226.59(a).

59(g)(2) Review of acquired portfolio.

1. Example - general. A card issuer acquires a portfolio of accounts that

currently are subject to annual percentage rates of 12%, 15%, and 18%. Not later than
six months after the acquisition of such accounts, the card issuer reviews all of these
accounts in accordance with the factors that it currently uses in determining the rates
applicable to similar new credit card accounts. As a result of that review, the card issuer
decreases the rate on the accounts that are currently subject to a 12% annual percentage
rate to 10%, leaves the rate applicable to the accounts currently subject to a 15% annual
percentage rate at 15%, and increases the rate applicable to the accounts currently subject
to a rate of 18% to 20%. Section 226.59(g)(2) requires the card issuer to review, no less
frequently than once every six months, the accounts for which the rate has been increased

to 20%. The card issuer is not required to review the accounts subject to 10% and 15%
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rates pursuant to § 226.59(a), unless and until the card issuer makes a subsequent rate
increase applicable to those accounts.

2. Example — penalty rates. A card issuer acquires a portfolio of accounts that

currently are subject to standard annual percentage rates of 12% and 15%. In addition,
several acquired accounts are subject to a penalty rate of 24%. Not later than six months
after the acquisition of such accounts, the card issuer reviews all of these accounts in
accordance with the factors that it currently uses in determining the rates applicable to
similar new credit card accounts. As a result of that review, the card issuer leaves the
standard rates applicable to the accounts at 12% and 15%, respectively. The card issuer
decreases the rate applicable to the accounts currently at 24% to its penalty rate of 23%.
Section 226.59(g)(2) requires the card issuer to review, no less frequently than once
every six months, the accounts that are subject to a penalty rate of 23%. The card issuer
is not required to review the accounts subject to 12% and 15% rates pursuant to

§ 226.59(a), unless and until the card issuer makes a subsequent rate increase applicable

to those accounts.

By order of the Board of Governors of the Federal Reserve System, June 14, 2010.

Jennifer J. Johnson (signed)
Jennifer J. Johnson
Secretary of the Board
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