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REGULATION Z CREDIT CARDS RULES

Important Definitions: 1026.2

Card issuer. A person that issues a credit card or that person's agent.

Cardholder: A person to whom a credit card is issued, or a person who has agreed to pay charges originated on a
card issued to another person.

Consumer: A cardholder or natural person to whom consumer credit is offered or extended.
Credit Card.: A card or single credit device that can be used to access credit.

Credit Card Account: An open-end credit plan that is not a home equity plan or overdraft line of credit and is
accessed by a credit card.

Grace Period: A period within which any credit extended may be repaid without incurring a finance charge
due to a periodic interest rate.

Over the Limit Transaction: An extension of credit by the bank made to cover a consumer’s transaction that
results in the consumer’s balance exceeding the credit limit.

Protected Balance: The amount owed for a category of transactions to which an increased APR or an
increased fee or charge cannot be applied after the APR, fee, or charge for that category of transactions
has been increased.

Solicitation: An offer by a card issuer to open a credit or charge card account that does not require the consumer to
complete an application. A “firm offer of credit” as defined in section 603(1) of the Fair Credit Reporting Act for a credit
or charge card is a solicitation under the Regulation Z rules.

General Requirements:

All disclosures must be written and clear and conspicuous; however, not all disclosures have to be retainable. The
disclosures for credit and charge card applications and solicitations and the credit and charge card renewal
disclosures do not have to be in a retainable form. Applications and solicitations may be provided to the consumer in
electronic form without regard to the consumer consent or other provisions of the E-Sign Act.

The credit card rules in Reg. Z are found in Subpart G. There are two categories of credit card requirements. One
that generally applies to all credit cards and another that specifically relates to credit cards for people under 21 years
of age. In addition to general open-end credit requirements, there are also special regulation Z provisions related to
credit cards which fall under the open-end credit scope. It is important to note that there are often requirements
beyond the scope of Regulation Z. Just like in Regulation E, there can be specific requirements related to the


https://www.ecfr.gov/cgi-bin/text-idx?SID=63da00091d78f6e9c1c976411eab9907&mc=true&node=se12.9.1026_12&rgn=div8

branded card provider. For example, there are specific prohibitions against using credit cards to pay other loans but
those are based on contractual requirements and not regulatory requirements.

The requirements for credit cards come from the Credit Card Act and actually predate Regulation Z. There are
specific disclosures that relate to credit cards including requirements related to formatting. For example, the
requirement to have application and solicitation in a tabular format.

Credit card disclosure requirements under Regulation Z fall into five groups that track the lifecycle of a credit card:
o Disclosures that must be included in any advertisement for a credit card.
e Special disclosure requirements at the application and solicitation stage.
e Account-opening disclosures detailing the “general rules of the game” prior to the first transaction on the
account.
¢ Monthly billing statements providing specific transaction disclosures.
e Subsequent disclosures regarding renewals, changes in terms previously disclosed, and billing error rights.

Credit Card Application and Solicitation Requirements: 12 CFR 1026.60

Disclosures must be made in connection with credit card applications and solicitations. The term “solicitation” means
an offer by the bank to open a credit or charge card account that does not require the customer to complete an
application. An FCRA “firm offer of credit” is considered a solicitation. The bank must make disclosures in the form of
a table with headings, content, and format similar to those tables found in G-10 in Appendix G to Regulation Z. This
table must be located in a prominent location on or with an application or solicitation. If provided electronically, then
the table must be located in close proximity to the application or solicitation.

If the consumer accesses an application or solicitation electronically, then the disclosures may be provided
electronically without regard to the consumer consent requirements of the E-Sign Act. For telephone applications and
solicitations, the bank must orally disclose the information listed below, to the extent applicable, in any telephone
application or solicitation that the bank initiates. The disclosures must be accurate when made.

The bank must disclose the items set forth below on or with an application or a solicitation:

Written Disclosure Phone Disclosure

Each periodic rate, expressed as an Annual APR
Percentage Rate (APR), that may be used to
compute the finance charge on an outstanding
balance for purchases, balance transfers and
cash advances.

Variable rate information Variable rate information

Discounted or premium initial rates Discounted or premium initial rates

Penalty rates — including when introductory Penalty rates — including when introductory
rates are revoked rates are revoked

APRs that vary by state APRs that vary by state

Annual fees Annual fees

One-time account opening fees One-time account opening fees

Fixed finance charge Fixed finance charge

Minimum interest charge Minimum interest charge

Transaction charges Transaction charges

Grace period Grace period




Charge card payment statements Charge card payment statements

Balance computation method Balance computation method

Cash advance fee Available credit after fees/security deposit

Late payment fee

Over-the-limit fee

Balance transfer fee

Returned-payment fee

Required insurance/debt-cancellation

Available credit after fees/security deposit

CFPB’s Website




Model Form G-10(B)

Annual Percentage Rate
(APR) for Purchases

Interest Rates and Interest Charges

8.99% t0 19.99% when you open your account, based an your creditworthiness.

After that, your APR will vary with the market based on the Prime Rate.

APR for Balance Transfers

15.99%
This APR will vary with the market basad on the Prime Rate.

APR for Gash Advances

21.99%
This APR will vary with the market based on the Prime Rate.

Penalty APR and When it
Applies

28.99%

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

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

How to Avoid Paying
Interest on Purchases

Your due date js at least 25 days after the close of each billing cycle. We will not charge
you any interest on purchases if you pay your entire balance by the due date each month.,

Minimum Interest Charge

If you are chamged interest, the charge will be no less than $1.50,

For Credit Card Tips from
the Consumer Financial
Protection Bureau

To learn more about factors to consider when applying for or using a credit card, visit
the website of the Consumer Financial Protection Bureau at
httpliwww.consumerfinance.govileammore

Fees

Annual Fee None
Transaction Fees
« Balance Transfer Either $5 or 3% of the amount of each transfer, whichever is greater (maximum fee: $100)
« Cash Advance Either §5 or 3% of the amount of each cash advance, whichever is greater.
« Foreign Transaction 2% of each transaction in U.S, dollars,
Penalty Fees
» Late Payment Upto $35.
+ Over-the-Credit Limit Upto $35.
+ Returned Payment Up to $35.

Other Fees

» Required Account
Protector Plan

$0.79 per $100 of balance at the end of each staternent period. See back for details.

How We Will Calculate Your Balance: We use a method called "average daily balance (including new purchases).”

Payments: 12 CFR 1026.10

Payments made in person must be treated as received on the date that payment is made. The bank may not set a
cut-off time for in-person payments earlier than the close of business for any branch or office that may accept
payments. However, the cut-off time may be earlier than 5:00 p.m. if the office or branch accepting payments closes
before 5:00 p.m.



The bank may not charge a fee to allow consumers to make a payment by any method unless the payment method
involves an expedited service by a customer service representative of either the bank or a third-party processor used
by the bank.

If the bank changes the address for receiving payments and that change causes a material delay in crediting
payments to consumers’ accounts during the 60-day period following the change, then the bank may not charge a
late fee during that 60-day period

Other Requirements
In addition to specific disclosures, credit card accounts have specific protections related to the terms of the loan.

Practice Protection

Periodic Cycle At least 21 days

Two-Cycle Billing Prohibited

Promotional Rates Must be stable for at least six months

Rates and Fees Must be stable for one year

Consideration of Ability to Repay Required

Policies and Procedures Must have a set debt to income/debt-to-assets ratio
or minimum amount the consumer will have after
paying debt

Allocation of Payments: 12 CFR 1026.53

When the borrower pays more than the minimum amount due, the bank is required to allocate the funds in a specific
fashion. The bank must first apply the excess funds to pay the balance with the highest APR and continue paying the
other balances in a descending order based on APR. There are of course exceptions to the rule:

1) Cards on a deferred interest program; and

2) Account with secured balances.

Reevaluation of Rate Increases: 12 CFR 1026.59

The credit card rules also require that if the bank increases an APR on a credit card account on or after January 1,
2009, it must reevaluate whether the reasons for the increase have changed and if appropriate, reduce the APR. This
reevaluation must be done at least once every six months. This review requirement does not apply to a rate increase
in an APR that was previously lowered because of an SCRA interest rate reduction request once the rate reduction
no longer applies. The review requirements also do not apply to charged off accounts.

Limitations on Fees: 12 CFR 1026.52

In addition, during the first year after a credit card account is opened, the total amount of fees imposed by the bank
may not be greater than 25 percent of the credit limit in place at account opening. An account is considered to be
open no earlier than the date the consumer may first use the account for transactions. Also, there is a prohibition
against penalty fees that exceed the dollar amount associated with a violation. Furthermore, multiple penalty fees
may not be imposed for violations based on a single event or transaction (for example, a returned payment also
results in a late payment). The bank may, at its option, comply with this limitation by imposing no more than one
penalty fee per billing cycle. This limitation does not apply to late payment fees, over-the-limit fees, returned payment
fees, and fees that the consumer is not required to pay under the plan.

Requirements for Over-the-Limit Transactions: 12 CFR 1026.56

An over-the-limit transaction is an extension of credit by the bank made to cover a consumer’s transaction that results
in the consumer’s balance exceeding the credit limit. Banks are required to allow a consumer to opt-in for over-the-
limit fees. The bank may use Model Forms G-25(A) of Appendix G of the regulation as a safe harbor for the over-the-
credit limit opt-in requirement.




G-25(A) Model Form for Credit Card Consent 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].

_ I want over-the-limit coverage. | understand that if | go over my credit limit, my APRs may be increased,
and | will be charged a fee of up to $35. [I have the right to cancel this coverage at any time.]

[_ I'do not want over-the-limit coverage. | understand that transactions that exceed my credit limit will not be
authorized.]

Printed Name:
Date:

[Account Number]:


https://www.consumerfinance.gov/eregulations/1026-2/2018-09243#1026-2-a-4
https://www.consumerfinance.gov/eregulations/1026-2/2018-09243#1026-2-a-4
https://www.consumerfinance.gov/eregulations/1026-2/2018-09243#1026-2-a-4

Credit Card Account Periodic Statements
Credit card account periodic statements include the same information as regular open-end credit but add information
about the cost of credit should the borrower only make the minimum payment.

Credit Card Periodic Statement Content
Previous Balance

Transaction Activity

Credits

Periodic Rates

Balances used to determine rate

Finance Charges — “Interest Charges” -
Grouped

Finance Charges - “Interest Charges” -
Itemized

Finance Charges — Interest Charges — type of
transaction total

Other Charges - “Fees’ - Grouped

Other Charges - “Fees” - Itemized

“Fees” — Period Total

“Fees- Calendar Year total

Grace Period

Billing Error Address

Closing Date of Cycle

New Balance Total
Due Date
Late Fees/Late Payment charge

Deferred Interest Information

Repayment Disclosure — Minimum Payment
warning
Minimum Repayment Estimate and statement




Model Form G-18(F)

YO Bank Credit Card Account Statement
Account Number XXXX XXXKX XXXK XXXX
February 21, 2012 to March 22, 2012

Provdous Balanos $535.07 Mew Balance $1.784.83
z:':r";:d“ 's:?gsg MEnimum Paymant Dug £53.00
Purchases +§520.57 Paymant D Dhits ar20i2
Balance Transfars +§785.00 | Late Payment Wamning: i wa do not receiva your manimum
Cash Advences +$318.00 paymant by the date listad above, you may have 1o pay a lale
Past Due Amouant +50,00 fes of up to £35 and your APRs may be ncreased up (o he
Faas Chargaed +FE0.45 Pagalty APR of 18.80%.
Interast Charged +$10.89 Mindmum Payment Warning: If you make onty the minimum
paymiant each period, you will pay mors in interest and @ will
Nenw Balances E1.704.53 take you langer ko pay off your balance, For sxarmple:
Crodit Hmit $2,000.00 il i A : e ;
Meailable cradit 21547
Stalement closing date 22
i Day= in billing cycla ao
QUESTIONS? Culy b BT
Call Customar Service 1- 300K KK O, it el
Lost or Stalen Credit Card A= - PO - 20 §2232
562 3 yaars (Soving—31,052)
i you would ke nformation about credit counseling services,
call 1-B00-200- 2000

Plaase sand billing inguiries and corhe Sponcon o bod
PO Boa 30000 Anytown, Amystate X000

Impoertant Changes to Your Account Terms 1

The fallowing is 8 summary of changes thal are being made to your account terms. Changas to APRS describad balow ane
dua ta ehangas In market condifions. For more detalled information, pleasa rafer to the bockbat enclosad with this state-
mant.

Thesa changes will impact your account as follows:
Transactions made on o after 4212 As of 51012, changes to APRS describad balow will apply to thasa Iransactions.
Transactkns made bafore 4802 Currant APRs will continue o apply 1o thesa ransactions.

higher Pai A s In this case, changes o APRS describad balow will
rvok g; mba -ﬂ'm:l. ol I.hvis Ilmnu- Theu changes wll gnln!o iﬂad wh-n the Penalty APR no longer applies o your account,

R Revised Terms,asof /10112
A.PR For Purthnsﬂ 16.99%

Transactions

Ratarance Numbar Trarns Dale  Poal Date Dascription of Transaction or Credi Amous
58841 86PS0388WEYM 22 2123 Shora #1 $2.05
05444 00060ZLWT 2V 224 225 Sore #2 g12n1
55541 860705R 0V DOX 2124 225 Siora 83 $4.63
55432 8508008WE0M0 224 225 Stora B4 $114.95
0548307090 MRPTAL 224 225 Stora #5 §7.33
A54338200FS8000ZS 5 225 Pymt Thank iou $450.00-

{transactions continued on next paga)

MNOTICE: SEE REVERSE SIDE FOR IMPORTANT INFORMATION
Pags 1 W2

P duinch T gt B T sl R 5 Faais DS el Meiwin upper parinn e g e di

Account Mumber: OO0 MM KKK KKK

New Balance $1,784.53

Mindmum Payment Dus $53.00

Paymart Dus Date Arron
'“'"“‘,‘,:q:::ﬂ'tmrfy‘ AMOUNT ENCLOSED: !S l

XXX Bank
PO, Box XXXX
Arnytowmn, Anystate 00K

A e A e R e
bl b D Dl DDl Dol embel il bbbl



Internet Posting and Submission of Credit Card Agreements: 12 CFR 1026.58

There is also a requirement to send the Consumer Financial Protection Bureau credit card agreements at the end of
every quarter. The bank must also post the agreement on the bank’s website. However, the bank is not required to
submit its credit card agreements quarterly to CFPB if it has fewer than 10,000 open credit card accounts and the
bank must be required to submit to the CFPB to be required to post its agreements on the bank’s website. Thus, for
banks that have less than 10,000 open credit card accounts, they are not required to either submit or post. One
caveat to this exception is that the bank is still required to give the original agreement to a borrower who requests it.
The bank can accomplish that by either providing the agreement upon request or posting it on its website.

Credit Card Rules Affecting Young Consumers: Subpart G, 12 CFR 1026.51

A bank is prohibited from opening a credit card account for a consumer under 21 years old, unless the bank received
a written application and the bank has ensured that the consumer has the ability to repay. For credit card approvals
the bank needs to ensure it has documentation that the consumer has an independent ability to repay or it must have
a signed agreement of a co-signor, guarantor, or joint applicant who is at least 21 years old and will be secondarily or
jointly liable on the account for any debt incurred by the consumer before the consumer reaches the age of 21.

In addition to the ability to repay requirements, there are also specific requirements related to increasing the amount
of credit. For a credit card account opened for a consumer under 21, no increase in the credit limit can be made
unless, the consumer has the independent ability to repay on the increased limit or a co-signer, guarantor, or joint
applicant who is at least 21 years old agrees in writing to assume the liability for any debt incurred on the account.
For a credit card account opened for a consumer under 21, using a cosigner, guarantor, or joint applicant, no
increase can be made, unless the co-signer, guarantor, or joint applicant agrees (in writing) to assume liability on the
increase.

Subsequent Disclosures: 12 CFR 1026.9

The creditor may provide the annual billing rights statement, which outlines the consumer’s rights and the creditor's
responsibilities:

i. By sending it in one billing period per year to each consumer that gets a periodic statement for that period; or

ii. By sending a copy to all of its accountholders sometime during the calendar year but not necessarily all in one
billing period (for example, sending the annual notice in connection with renewal cards or when imposing annual
membership fees).

Model Form G-3(A)
G-3(A)—Long-Form Billing-Error Rights Model Form (Plans Other Than Home-Equity Plans)
Your Billing Rights: Keep This Document For Future Use
This notice tells you about your rights and our responsibilities under the Fair Credit Billing Act.
What To Do If You Find A Mistake On Your Statement
If you think there is an error on your statement, write to us at:
[Creditor Name]
[Creditor Address]

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



In your letter, give us the following information:
» Account information: Your name and account number.
* Dollar amount: The dollar amount of the suspected error.

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

You must contact us:
» Within 60 days after the error appeared on your statement.

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

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

What Will Happen After We Receive Your Letter
When we receive your letter, we must do two things:

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

2. Within 90 days of receiving your letter, we must either correct the error or explain to you why we believe the bill is correct.
While we investigate whether or not there has been an error:

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

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

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

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

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

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

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

If you receive our explanation but still believe your bill is wrong, you must write to us within 70 days telling us that you still
refuse to pay. If you do so, we cannot report you as delinquent without also reporting that you are questioning your bill. We must tell
you the name of anyone to whom we reported you as delinquent, and we must let those organizations know when the matter has
been settled between us.

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

Your Rights If You Are Dissatisfied With Your Credit Card Purchases

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



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

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

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

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

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

[Creditor Address]

[[Creditor Web or email address]]

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

Model Form G-4(A)

G-4(A)—ALTERNATIVE BILLING-ERROR RIGHTS MODEL FORM (PLANS OTHER THAN HOME-EQUITY PLANS)

What To Do If You Think You Find A Mistake On Your Statement
If you think there is an error on your statement, write to us at:
[Creditor Name]
[Creditor Address]
[You may also contact us on the Web: [Creditor Web or email address]]
In your letter, give us the following information:
» Account information: Your name and account number.
» Dollar amount: The dollar amount of the suspected error.

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

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

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

While we investigate whether or not there has been an error, the following are true:
» We cannot try to collect the amount in question, or report you as delinquent on that amount.

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



» While you do not have to pay the amount in question, you are responsible for the remainder of your balance.
* We can apply any unpaid amount against your credit limit.
Your Rights If You Are Dissatisfied With Your Credit Card Purchases

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

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

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

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

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

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

[Creditor Address]

[[Creditor Web address]]

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

The creditor must also provide an advance notice 45 day before making any significant changes to the account.
Significant changes generally include increases in certain interest rates and fees, increases to the minimum amount
due, or changes to the grace period or the way interest is calculated (basically, the information disclosed at account
opening).

When a creditor makes these types of changes, the consumer has the right to reject the change. If the consumer
rejects the change, the creditor is permitted to terminate or suspend credit privileges, provided this right is spelled out
in the credit card agreement. The notification of this “right to reject” must be included with the change in terms
notice, again, 45 days in advance. The notice must provide the following information about the consumer’s right to
reject:

o A statement that the consumer has the right to reject the change before the effective date;

e Instructions on how the consumer can reject the change, including a toll-free number the consumer can use to
notify the creditor of the rejection; and

o A statement that if the consumer rejects the change, further advances under the plan will be terminated or
suspended, if applicable

The model language can be found in Appendix G to Regulation Z, in G-21, which states:



"You have the right to reject these changes, unless you become more than 60 days late on your account.
However, if you do reject these change, you will not be able to use your account for new transactions. You can
reject these changes by calling us at 1-800-000-0000."

Credit Card Issues

CFPB Summer 2019 Supervisory Highlights

¢ Inone or more examinations completed in 2018, CFPB examiners found that their institutions failed to clearly
and conspicuously provide disclosures required by triggering terms in online advertisements. In some instances,
the triggered disclosures were available to consumers via a hyperlink, which was not labeled in a way that
referred to the triggered disclosures. Once the consumers clicked on the hyperlink, they would have to then
navigate through an online application before arriving at triggered disclosures. In other instances, consumers
had to click on multiple hyperlinks and could only view the triggered disclosures after completing an eight-page
application.

e Inone or more examinations completed in 2018, examiners found that one or more credit card issuers misled
consumer credit card holders by sending collection letters that suggested that the issuers could repossess
consumers’ automobiles, or foreclose on homes, where the cards were secured by the autos or homes. The
issuers did not repossess any vehicles or foreclose on any mortgages in connection with delinquent credit card
accounts, and it was against the policies of the issuers to do so. The representations by the issuers in the
collection letters were likely to mislead consumers into believing that they might be subject to repossession or
foreclosure for delinquent credit card accounts if they had an automobile loan or mortgage with the issuers. The
misrepresentations were material since they were likely to induce cardholders to change their conduct with
respect to their delinquent credit card accounts.

¢ Inone or more examinations, examiners found that credit card issuers misled or were likely to mislead
consumers by representing in prescreened offers of credit that secured credit card accounts subject to an annual
fee would be “periodically” reviewed for upgrade. In fact, the issuers did not review such accounts for a year or
more but did not provide additional disclosures to accountholders or modify their marketing materials. Such
representations were reasonably likely to mislead consumers about the timing for a potential upgrade and were
material to consumers’ decisions to apply for a secured card account and to existing cardholders’ decisions to
maintain their secured card accounts.

CFPB vs Citibank — Consent Order June 2018

The settlement found that Citibank failed to reassess and adjust APRs on 1.75 million credit card accounts over an
eight-year period. Under TILA, creditors must reassess APRs at least once every six months and maintain proper
documentation, providing a written notice when APRs increase and why they rose. While the act doesn’t require
creditors to reduce consumers’ APRs during the review, it does require them to take reasonable action to ensure they
are charging consumers fair and reasonable rates. The CFPB found that Citibank was not abiding by these
regulations, hence requiring the $335 million repayment to consumers. The CFPB did not fine Citibank any civil
monetary penalties due to the fact that they had “self-identified and self-reported the violations to the Bureau, and
self-initiated remediation to affected consumers.”



https://files.consumerfinance.gov/f/documents/cfpb_supervisory-highlights_issue-19_092019.pdf
https://files.consumerfinance.gov/f/documents/cfpb_supervisory-highlights_issue-19_092019.pdf
https://www.consumerfinance.gov/policy-compliance/enforcement/actions/citibank-na-2018/

CFPB Summer Supervisory Highlights 2017

Examiners observed that one or more credit card issuers violated Regulation Z by failing to provide the requisite
tabular disclosures with the account opening materials provided to numerous cardholders. Specifically, the
account-opening disclosures were missing the table set forth in Appendix G-17 of Regulation Z, resulting in
consumers receiving incomplete disclosures. At one or more entities, this violation was attributed to an employee
entry error which caused a failure in printing the disclosure, controls that were not appropriately structured to
detect errors, and the entity’s lack of an independent disclosure review.

During at least one examination, consumers were provided with the opportunity to pay their credit card bill by
using one of two pay-by-phone services. The first pay-by-phone service permitted consumers to make an
expedited payment for a predetermined fee, credited the same day or the following business day. The second
pay-by-phone service allowed consumers to arrange future payments options free of charge to be credited to the
consumer’s account as soon as two days after the call. Customer service representatives had scripts to read to
consumers that described both the fee-based expedited payment option and the free future payments option.
The CSRs were not following the script in its entirety and often read the script for expedited payments only.
Typically, the CSRs did not inform consumers of any free payment options until after the consumer authorized
the expedited phone payment and the customer service representatives did not inform consumers that the
payment could be paid free of charge by phone by not expediting when the payment was credited, which
resulted in consumers incurring fees for expedited payments that could have been avoided. This practice was
found to be deceptive because these customer service representatives made an implied misrepresentation to
consumers paying over the phone that all of the pay-by-phone services carried a fee.

During one or more examinations, examiners observed that institutions: (1) failed to provide consumers with a
timely written acknowledgement of receipt of a billing error notice; (2) generally failed to timely comply with the
billing error resolution procedures; (3) failed to limit the liability of cardholders for unauthorized use to the lesser
of $50 or the amount of money, property, labor or services obtained by the unauthorized use before the card
issuer is notified; (4) before a billing error was resolved, made or threatened to make an adverse credit report
concerning the consumer’s credit standing, or that the amount or account was delinquent, because the
consumer failed to pay the disputed amount or applicable related finance or other charges; (5) failed to timely
correct billing errors and credit consumers’ accounts with disputed amounts or related finance or other charges,
as applicable; (6) failed to send (or send timely), consumers a correction notice where the issuer concluded that
the billing error occurred as asserted; (7) failed to conduct (or conduct timely), a reasonable investigation before
determining that no billing error occurred; or (8) failed to provide (or provide timely), consumers with a written
explanation for its determination as to why it concluded that a billing error did not occur. At one or more
institutions, management failed to perform sufficient due diligence of a service provider hired to perform intake of
incoming phone calls from customers who reported billing errors and other disputes and ceased doing business
with the service provider because of increasing complaints about the service provider's customer service. One or
more entities failed to have sufficient documentation of its monitoring of service providers and did not audit its
oversight of service providers.

Examiners determined that one or more entities violated the FDCPA by attempting to collect a debt directly from
the authorized user of a credit card even though the authorized user was not financially responsible for the debt.
The practice of soliciting payment from a non-obligated user in @ manner that implies that the authorized user is
personally responsible for the debt constitutes a deceptive means to collect a debt in violation of the FDCPA
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In a public enforcement action, the Bureau alleged that an institution and its service provider engaged in deceptive
acts or practices when it gave delinquent credit card holders the false impression that they had to pay $14.95 to
make payment by phone when, in fact, the sole purpose of that fee was to expedite phone payments. Specifically,
the Bureau alleged that the institution or its service provider: (i) misrepresented in credit card agreements that the
fee’s purpose was to allow payment by phone, when its purpose was solely to ensure payment posted the same day
it was made; (ii) failed to disclose during collection calls that the fee’s purpose was solely to expedite payment, and in
certain circumstances misrepresented that the fee was a “processing fee”; (iii) volunteered that consumers could
make payment using a checking account and triggered the fee by setting such payments to post immediately by
default; and (iv) failed to disclose the existence of no-cost payment alternatives, including free next-day payment.

CFPB Encourages More Transparent Promotions

On Thursday, June 8, 2017, the CFPB announced it had sent letters to top retail credit card companies encouraging
them to use more transparent transactions, particularly when using deferred-interest promotions for credit cards.

The CFPB encouraged credit card companies to consider more straightforward promotions that are less risky for
consumers rather than the deferred interest promotions because deferred interest, with its back-end pricing, tends to
make potential costs more confusing and is less transparent.

The CFPB report raised several issues with deferred-interest promotions, including:

o Consumers paying more than the promotional balance: More than half of the people who incur deferred-
interest charges and have other purchases on the account pay more than the full amount of their
promotional balance during the promotional period. More than one third pay more than 150 percent of the
full amount of their promotional balance during the promotional period.

Many consumers may be able to meet the terms of the promotion but fail to do so within the set time period: A 2015
CFPB study found that many consumers who do not repay the promotional balance within the promotional period do
pay off the remaining amount of the balance and the deferred-interest charges shortly thereafter. This suggests that
the interest charges may have caught consumers by surprise.

CFPB vs First National Omaha — Consent Order August 2016

The CFPB charged First National Bank of Omaha of deceiving consumers into listening to their debt cancellation
sales pitches by implying that the consumer had to stay on the phone while their credit cards were being activated,
even though the activation process was nearly instantaneous. In addition, First National and its marketers allegedly
deceived consumers into enrolling in these programs without proper authorization or by implying that the program
was free.

While the products were advertised as easy to cancel, the CFPB found that the bank instructed and incentivized its
customer representatives to make this process difficult. The bank also maintained and enforced strict requirements
effectively preventing most consumers from benefiting from the debt cancellation services. For example, First
National defined "pre-existing" health conditions that would disqualify a consumer from exercising a debt cancellation
claim to include any condition that occurred up to six months after enroliment.
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With regard to the credit monitoring product, First National was required to obtain written authorization and personal
verification information before it could access a consumer's credit information and provide the service. The CFPB
noted that in many cases consumers never actually received the credit monitoring services that they paid for because
the bank either failed to properly process their authorization or could not correctly match the consumer's information
with the information on file with the credit agencies. Instead of resolving these errors, the bank allegedly continued to
bill these costumers for credit monitoring services they were not receiving.

Interesting note: The enforcement action covered activities that occurred between December 1997 and October 2012
— a period extending from soon after the CFPB's first action against deceptive add-on product practices to over a
decade before the CFPB even existed. This is a reminder that the CFPB believes its authority to prohibit deceptive
acts and practices through administrative enforcement actions extends retroactively.

The CFPB ordered First National Bank of Omaha to provide $27.75 million in relief to roughly 257,000 consumers
harmed by illegal practices with credit card add-on products. The bank used deceptive marketing to lure consumers
into debt cancellation add-on products and it charged consumers for credit monitoring services they did not receive.
First National Bank of Omaha also paid a $4.5 million civil money penalty to the CFPB.

CFPB vs Wells Fargo — Consent Order September 2016

CFPB charged Wells Fargo Bank, N.A. for the widespread illegal practice of secretly opening unauthorized deposit
and credit card accounts. Spurred by sales targets and compensation incentives, employees opened more than two
million deposit and credit card accounts that may not have been authorized by consumers. The consent order stated
that Well Fargo engaged in the following acts and practices: (1) opened unauthorized deposit accounts for existing
customers and transferred funds to those accounts from their owners’ other accounts, all without their customers’
knowledge or consent; (2) submitted applications for credit cards in consumers’ names using consumers’ information
without their knowledge or consent; (3) enrolled consumers in online banking services that they did not request; and
(4) ordered and activated debit cards using consumers’ information without their knowledge or consent.

Wells Fargo will pay full restitution to all victims and a $100 million fine to the CFPB's Civil Penalty Fund. The bank
will also pay an additional $35 million penalty to the Office of the Comptroller of the Currency, and another $50 million
to the City and County of Los Angeles.
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