Truth in Lending

Program

EXAMINATION OBJECTIVES

To appraise the quality of the financial institution’s compliance management system for the Truth in
Lending Act and Regulation Z.

To determine the reliance that can be placed on the financial institution’s compliance management
system, including internal controls and procedures performed by the person(s) responsible for
monitoring the financial institution’s compliance review function for the Truth In Lending Act and
Regulation Z.

To determine the financial institution’s compliance with the Truth In Lending Act and Regulation Z.

To initiate corrective action when policies or internal controls are deficient, or when violations of law
or regulation are identified.

To determine whether the institution will be required to make adjustments to consumer accounts under
the restitution provisions of the Act.

GENERAL PROCEDURES WKP. REF.

1. Obtain information pertinent to the area of examination from the financial
institution’s compliance management system program (historical examination
findings, complaint information, and significant findings from compliance review
and audit).

2. Review the Matters Requiring Board Attention and Corrective Actions from the
three or four previous ROEs to ensure that the board and management have taken
appropriate corrective action where necessary and persistent problems have not
recurred.

3. Through discussions with management and review of the following documents,
determine whether the financial institution’s internal controls are adequate to ensure
compliance in the area under review. Identify procedures used daily to detect
errors/violations promptly. Also, review the procedures used to ensure compliance
when changes occur (e.g., changes in interest rates, service charges, computation
methods, and software programs).
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e Organizational charts.

e Process flowcharts.

e DPolicies and procedures.

e Loan documentation and disclosures.

e Checklists/worksheets and review documents.

e Computer programs.

4. Review compliance review and audit work papers and determine whether:

a. The procedures used address all regulatory provisions (see Transactional Testing
section).

b. Steps are taken to follow up on previously identified deficiencies.

c. The procedures used include samples that cover all product types and decision
centers.

d. The work performed is accurate (through a review of some transactions).

e. Significant deficiencies, and the root cause of the deficiencies, are included in
reports to management/board.

f.  Corrective actions are timely and appropriate.

g. The area is reviewed at an appropriate interval.

5. Review the financial institution’s record retention practices to determine whether

evidence of compliance (for other than the advertising requirements) is retained for
at least two years after the disclosures were required to be made or other action was
required to be taken (§ 226.25).
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Program

Disclosure Forms

0. Determine if the financial institution has changed any TILA disclosure forms or if
there are forms that have not been previously reviewed for accuracy. If so:

Verity the accuracy of each disclosure by reviewing the following:

Credit card application/solicitation disclosures (§ 226.5a(b)-(e)).
HELOC disclosures (§ 226.5b(d) and (e)).

Initial disclosures (§ 226.6(a)-(d)) and, if applicable, additional HELOC
disclosures (§ 226.6(¢)).

Periodic statement disclosures (§ 226.7).
Statement of billing rights and change in terms notice (§ 226.9(a),(b),(c) or (g)).

Note and/or contract forms (including those furnished to dealers).

Notice of Right to Rescind/Cancel (§§ 226.15(b), 226.23(b)(1)) and
226.47(c)(4).

Standard closed-end credit disclosures (§§ 226.17(a) and 226.18).
ARM disclosures (§ 226.19(b)).

High cost mortgage disclosures (§ 226.32(c)).

Reverse mortgage disclosures (§ 226.33(b)).

Private education loan disclosures (§ 226.47).

Closed-End Credit Disclosure Forms Review Procedures

a.

Determine that the disclosures are clear, conspicuous, and grouped together or
segregated as required. The terms “Finance Charge” and “Annual Percentage
Rate” and corresponding rates or amounts should be more conspicuous than
other terms, except for the creditor’s identity. For private student loans, the
term “Annual Percentage Rate” and corresponding rate must be less
conspicuous than the term “finance charge” and the corresponding amount, as
well as less conspicuous than the interest rate and notice of the right to cancel
and the creditor’s identity (§§ 226.17(a), 226.47(b), and (c)).

WKP. REF.
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b. Determine the disclosures include the following as applicable (§ 226.18).

WKP. REF.

1. Identity of the creditor

2. Brief description of the finance charge

3. Brief description of the APR

4. Variable rate information (§ 226.18(f)(1) or (2))
5. Payment schedule

0. Brief description of the total of payments

7. Demand feature

8. Description of total sales price in a credit sale
9. Prepayment penalties or rebates

10. Late payment amount or percentage

11. Description for security interest

12. Insurance conditions for finance charge exclusions (§ 226.4(d))
13. Statement referring to the contract

14. Statement regarding assumption of the note
15. Statement regarding required deposits.

c. Determine all variable rate loans with a maturity greater than one year secured
by a principal dwelling are given the following disclosures at the time of
application (§ 226.19).

1. Consumer handbook on adjustable rate mortgages or substitute
2. Statement that interest rate payments and or terms can change
3. 'The index/formula and a source of information
4. Explanation of the interest rate/payment determination and margin
5. Statement that the consumer should ask for the current interest rate and
margin
6. Statement that the interest rate is discounted, if applicable
7. Frequency of interest rate and payment changes
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10.
11.
12.
13.

Rules relating to all changes

Either a historical example based on 15 years, or the initial rate and
payment with a statement that the periodic payment may substantially
increase or decrease together with a maximum interest rate and payment

Explanation of how to compute the loan payment, giving an example
Demand feature, if applicable
Statement of content and timing of adjustment notices

Statement that other variable rate loan program disclosures are available, if
applicable.

d. Determine that the disclosures required for high-cost mortgage transactions
(§ 226.32) clearly and conspicuously include the items below (§ 226.32(c), see
Form H-16 in Appendix H).

1.

The required statement “you are not required to complete this agreement
merely because you have received these disclosures or have signed a loan
application. If you obtain this loan, the lender will have a mortgage on your
home. You could lose your home, and any money you have put into it, if
you do not meet your obligations under the loan”.

APR.

Amount of the regular monthly (or other periodic) payment and the
amount of any balloon payment. The regular payment should include
amounts for voluntary items, such as credit life insurance or debt-
cancellation coverage, only if the consumer has previously agreed to the
amount [See staff commentary to 32(c)(3)].

Statement that the interest rate may increase, and the amount of the single
maximum monthly payment, based on the maximum interest rate allowed
under the contract, if applicable.

For a mortgage refinancing, the total amount borrowed, as reflected by the
face amount of the note; and where the amount borrowed includes
premiums or other charges for optional credit insurance or debt-
cancellation coverage, that fact shall be stated (grouped together with the
amount borrowed).

WKP. REF.
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c.

For any closed-end mortgage loan (credit transaction that is secured by the
principal dwelling of a consumer) that was sold or otherwise transferred or
assigned to the covered person, determine that the covered person notifies the
borrower in writing of such transfer, including (§ 226.39):

1.
2.

An identification of the loan that was acquired or transferred;

The identity, address, telephone number of the new covered person who
owns the mortgage loan;

The acquisition date recognized on the books and records of the covered
person;

How to reach an agent or party having authority to act on behalf of the
covered person;

The location of the place where the transfer of ownership of the debt to the
covered person is recorded (note, however, that if the transfer of ownership
has not been recorded in public records at the time the disclosure is
provided, the covered person complies with this paragraph by stating this
fact); and

At the option of the covered person, any other relevant information
regarding the transaction.

NOTE: This notice of sale or transfer must be provided for any consumer
credit transaction that is secured by the principal dwelling of a consumer.
This notification is required even if the loan servicer remains the same.

For private education loans subject to Subpart F, ensure that the required
disclosures are accurate (§ 226.47) and contain the following information:

1.

Application or solicitation disclosures disclose the following:

a. Interest rate, including:

i.  Rate or range, and if the rate depends in part on a determination of
the borrower’s creditworthiness or other factors, a statement to that
effect;

ii. Whether rate is fixed or variable;

ii. If rate may increase after consummation, any limitations, or lack
thereof, and if the limitation is imposed by law, that fact. Also, the
creditor must state that the consumer’s actual rate may be higher or

WKP. REF.
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lower than that disclosed, if applicable; and

iv. Whether the rate will typically be higher if the loan is not co-signed
or guaranteed.

b. Fees and default or late payment costs.
c. Repayment terms, including:

1. Term of the loan, which is the period during which regularly
scheduled payments of principal and interest will be due.

i. Deferral options, or if consumer does not have the option to defer,
that fact.

iii. For each available deferral option applicable, information as to:
1. Whether interest will accrue during deferral period;

2. If interest accrues, whether payment of interest may be deferred
and added to the principal balance; and

3. A statement that, if the consumer files bankruptcy, the consumer
may still be required to repay the loan.

d. Cost estimates, based on an example of the total cost of the loan,
calculated using:

i.  The highest interest rate and including all applicable finance charges;

ii. An amount financed of $10,000, or $5,000, if the creditor offers
loans less than $10,000; and

iii. Calculated for each payment option.
e. Eligibility (e.g. any age or school enrollment requirements);
f.  Alternatives to private education loans, including:

1. A statement that the consumer may qualify for Federal student
loans;

ii. The interest rates available for each program available under title IV
of the Higher Education Act of 1965, and whether the rate is
variable or fixed;

iii. A statement that the consumer may obtain additional information
regarding student federal financial assistance from his school or U.S.
Department of Education, including an appropriate website; and
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iv. A statement that a covered educational institution may have school
specific educational loan benefits and terms not detailed in the loan
disclosure forms.

A statement that if the loan is approved, that the loan will be available
for 30 days and the terms will not change, except for changes to the
interest rate in the case of a variable rate and other changes permitted by
law.

A statement that before consummation, the borrower must complete a
self-certification form obtained from the student’s institution of higher
education.

2. For approval disclosures the following information is required under §

WKP. REF.

226.18:
a. Interest rate, information, including:

i. Interest rate applicable to the loan;

il. Whether the interest rate is variable or fixed; and

iii. If the interest rate may increase after consummation, any limitations

on the rate adjustments, or lack thereof.
b. Fees and default or late payment costs, including:

1. Anitemization of the fees or range of fees required to obtain the

loan; and

ii. Any fees, changes to the interest rate, and adjustments to principal

based on the consumer’s defaults or late payments.
c. Repayment terms, including:

1. Principal amount;

ii.  Term of the loan;

fii. A description of the payment deferral option chosen by the
consumer, if applicable, and any other payment deferral options
that the consumer may elect at a later time;

iv. Any payments required while the student is enrolled at the
educational institution, based on the deferral option chosen by the
consumer;
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v. Amount of any unpaid interest that will accrue while the student is
enrolled in school, based upon the deferral option chosen by the
consumer;

vi. A statement that if the consumer files for bankruptcy, that the
consumer may still be required to pay back the loan;

vii. An estimate of the total amount of payments calculated based
upon:

1. The interest rate applicable to the loan (compliance with
§ 226.18(h) constitutes compliance with this requirement).

2. The maximum possible rate of interest for the loan, or, if a
maximum rate cannot be determined, a rate of 25 percent.

3. If a maximum rate cannot be determined, the estimate of the
total amount for repayment must include a statement that
there is no maximum rate and that the total amount for
repayment disclosed is an estimate.

vili. The maximum monthly payment based on the maximum rate of
interest for the loan, or, if a maximum rate of interest cannot be
determined, a rate of 25 percent. If a maximum cannot be
determined, a statement that there is no maximum rate and that the
monthly payment amount disclosed is an estimate and will be
higher if the applicable interest rate increases.

d. Alternatives to private education loans, including:

1. A statement that the consumer may qualify for Federal student
loans;

ii.  The interest rates available for each program available under title IV
of the Higher Education Act of 1965, and whether the rate is
variable or fixed; and

ii. A statement that the consumer may obtain additional information
regarding student federal financial assistance from his school or
U.S. Department of Education, including an appropriate website.

e. A statement that the consumer may accept the terms of the loan until
the acceptance period under section § 226.48(c)(1) has expired. The
statement must include:
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1.

1.

The specific date on which the acceptance period expires, based on
the date upon which the consumer receives the disclosures required
under this subsection for the loan;

The method or methods by which the consumer may communicate
the acceptance (written, oral, or by electronic means; and

A statement that except for changes to the interest rate and other
changes permitted by law, the rates and the terms of the loan may

not be changed by the creditor during the 30 day acceptance period.

3. After the consumer has accepted the loan in accordance with § 226.48(a),
final disclosures must disclose the information required under § 226.18 and
the following:

a.

Interest rate, including:

L.

1.

iil.

Interest rate applicable to the loan;
Whether the interest rate is variable or fixed; and

If the interest rate may increase after consummation, any
limitations on the rate adjustments, or lack thereof.

Fees and default or late payment costs, including:

L.

1.

An itemization of the fees or range of fees required to obtain the
loan; and

Any fees, changes to the interest rate, and adjustments to principal
based on the consumer’s defaults or late payments.

Repayment terms, including:

1.

1.

1ii.

1v.

Principal amount;
Term of the loan;

A description of the payment deferral option chosen by the
consumet, if applicable, and any other payment deferral options
that the consumer may elect at a later time;

Any payments required while the student is enrolled at the
educational institution, based on the deferral option chosen by the
consumer;

WKP. REF.
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v. Amount of any unpaid interest that will accrue while the student is
enrolled in school, based upon the deferral option chosen by the
consumer;

vi. A statement that if the consumer files for bankruptcy, that the
consumer may still be required to pay back the loan;

vil. An estimate of the total amount of payments calculated based
upon:

1. The interest rate applicable to the loan (compliance with
§ 226.18(h) constitutes compliance with this requirement);

2. The maximum possible rate of interest for the loan, or, if a
maximum rate cannot be determined, a rate of 25 percent;

3. 1If a maximum rate cannot be determined, the estimate of the
total amount for repayment must include a statement that
there is no maximum rate and that the total amount for
repayment disclosed is an estimate.

viii. The maximum monthly payment based on the maximum rate of
interest for the loan, ot, if 2 maximum rate of interest cannot be
determined, a rate of 25 percent. If a maximum cannot be
determined, a statement that there is no maximum rate and that
the monthly payment amount disclosed is an estimate and will be
higher if the applicable interest rate increases.

d. Ina text more conspicuous than any other required disclosure, except
for the finance charge, the interest rate, and the creditor’s identity, the
following disclosures:

i. A statement that the consumer has the right to cancel the loan,
without penalty, at any time before midnight of the third business
day following the date on which the consumer receives the final
loan disclosures. The statement must include the specific date on
which the cancellation period expires and that the consumer may
cancel by that date.

i. A statement that the loan proceeds will not be disbursed until the
cancellation period expires.

iii. The method or methods by which the consumer may cancel; and
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iv. If the creditor permits cancellation by mail, the statement
specifying that the consumer’s mailed request will be deemed
timely if placed in the mail not later than the cancellation date
specified on the disclosures.

Open-End Credit Forms Review Procedures

a.

Determine that the creditor made the disclosures cleatly and conspicuously

(§ 226.5(a)).

Determine that the creditor made the applicable disclosures in writing, in a form
that the consumer may keep, except (§ 226.5(a)(1)(1i)):

1.

The following disclosures need not be written: Disclosures under

§ 226.6(b)(3) of charges that are imposed as part of an open-end (not
home-secured) plan that are not required to be disclosed under §
226.6(b)(2) and related disclosures of charges under § 226.9(c)(2)(1ii) (B);
disclosures under § 226.9(c)(2)(vi); disclosures under § 226.9(d) when a
finance charge is imposed at the time of the transaction; and disclosures

under § 226.56(b)(1)().

The following disclosures need not be in a retainable form: Disclosures that
need not be written under paragraph (a)(1)(ii)(A) of this section; disclosures
for credit and charge card applications and solicitations under § 226.5a;
home-equity disclosures under § 226.5b(d); the alternative summary billing-
rights statement under § 226.9(a)(2); the credit and charge card renewal
disclosures required under § 226.9(e); and the payment requirements under

§ 226.10(b), except as provided in § 226.7(b)(13).

The disclosures required by this subpart may be provided to the consumer
in electronic form, subject to compliance with the consumer consent and
other applicable provisions of the Electronic Signatures in Global and
National Commerce Act (E-Sign Act) (15 USC 7001 et seq. ). The
disclosures required by §§ 226.5a, 226.5b, and 226.16 may be provided to
the consumer in electronic form without regard to the consumer consent or
other provisions of the E-Sign Act in the circumstances set forth in those
sections.

Determine that the terminology used in providing the disclosures required by
§ 226.5 is consistent (§ 226.5(2)(2)(i)).

WKP. REF.
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d. Determine that, for home-equity plans subject to § 226.5b, the terms finance
charge and annual percentage rate, when required to be disclosed with a
corresponding amount or percentage rate, shall be more conspicuous than any
other required disclosure. The terms need not be more conspicuous when used

for periodic statement disclosures under § 226.7(a)(4) and for advertisements
under § 226.16 (§ 226.5(a)(2)(ii)).

e. Determine that, if disclosures are required to be presented in a tabular format
pursuant to § 226.5(a)(3), that the term penalty APR shall be used, as applicable
(§ 226.5(a) (2)(ii1)).

NOTE: The term penalty APR need not be used in reference to the annual
percentage rate that applies with the loss of a promotional rate, assuming the
annual percentage rate that applies is not greater than the annual percentage rate
that would have applied at the end of the promotional period; or if the annual
percentage rate that applies with the loss of a promotional rate is a variable rate,
the annual percentage rate is calculated using the same index and margin as
would have been used to calculate the annual percentage rate that would have
applied at the end of the promotional period. If credit insurance or debt
cancellation or debt suspension coverage is required as part of the plan, the term
required shall be used and the program shall be identified by its name. If an
annual percentage rate is required to be presented in a tabular format pursuant
to paragraph (a)(3)(1) or (a)(3)(iii) of this section, the term fixed, or a similar
term, may not be used to describe such rate unless the creditor also specifies a
time period that the rate will be fixed and the rate will not increase during that
period, or if no such time period is provided, the rate will not increase while the
plan is open.

Credit and Charge Card Application and Solicitation Disclosures § 226.5a

a. Determine that the credit card solicitation or application disclosures were made
clearly and conspicuously on or with a solicitation or an application.

b. For the disclosures in §§ 226.5a(b)(1) through (5) (except for (b)(1)(iv)(B)) and
(b)(7) through (15), determine that the creditor made the disclosures required for
§§ 226.5a(c), (d)(2), (e)(1) and (f) in the form of a table with headings, content,
and format substantially similar to the applicable tables found in G-10 in
appendix G (§ 226.5a(a)(2)(1)).
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C.

Determine that the table required by § 226.5a(a)(2)(i) contains only the
information required or permitted by that section. If the creditor provides other
information, determine that such information appears outside the table

(§ 226.5a(a) (2)(i).

Determine that the disclosures required by § 226.5a(b)(1)(iv)(B) and (b)(6) are
placed directly beneath the table required by § 226.5a(2)(2)(1) (§ 225.5a(a)(2)(iii)).

When a tabular format is required, determine that the following disclosures are
disclosed in bold text (§ 226.5a(a)(2)(iv)):

L.

1i.

1v.

Annual percentage rate required to be disclosed pursuant to paragraph
(b)(1) of this section,

Introductory rate required to be disclosed pursuant to paragraph (b)(1)(ii)
of this section,

Rate that will apply after a premium initial rate expires required to be
disclosed under paragraph (b)(1)(iii) of this section, and

Fee or percentage amounts or maximum limits on fee amounts required to

be disclosed pursuant to paragraphs (b)(2), (b)(4), (b)(8) through (b)(13).

NOTE: Bold text shall not be used for the amount of any periodic fee
disclosed pursuant to paragraph (b)(2) of this section that is not an
annualized amount; and other APRs or fee amounts disclosed in the table

(§ 226.5a(2) (2)(iv)).

Determine that the card issuer discloses, on or with an solicitation or application

§ 226.5a(b):

1.

Annual percentage rate. Each periodic rate that may be used to compute the

finance charge on an outstanding balance for purchases, a cash advance, or
a balance transfer, expressed as an annual percentage rate. When more than
one rate applies for a category of transactions, determine that the range of
balances to which each rate is applicable is also disclosed (§ 226.5a(b)(1)).

NOTE: The annual percentage rate for purchases disclosed pursuant to
§ 226.5a(b)(1) shall be in at least 16-point type, except for the following:
Oral disclosures of the annual percentage rate for purchases; or a penalty

rate that may apply upon the occurrence of one or more specific events.

WKP. REF.
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1. Variable rate information. 1f a rate is a variable rate, determine that the
card issuer discloses the fact that the rate may vary and how the rate is
determined. Determine that the card issuer identifies the type of index
or formula that is used in setting the rate. Determine that the value of
the index and the amount of the margin that are used to calculate the
variable rate are not disclosed in the table. Determine further that a
disclosure of any applicable limitations on rate increases or decreases is
not included in the table (§ 226.5a(b)(1)(1)).

. Discounted initial rate. If the initial rate is an introductory rate, determine
that the card issuer discloses in the table the introductory rate, the time
period during which the introductory rate will remain in effect, and the
term “introductory” or “intro” in immediate proximity to the
introductory rate. Determine further that the card issuer discloses, as
applicable, either the variable or fixed rate that would otherwise apply
to the account (§ 226.5a(b)(1)(ii)).

il Premium initial rate. 1f the initial rate is temporary and is higher than the
rate that will apply after the temporary rate expires, determine that the
card issuer discloses the premium initial rate and the time period
during which the premium initial rate will remain in effect. Determine
that the premium initial rate for purchases is in at least 16-point type.
Determine that the issuer discloses in the table the rate that will apply
after the premium initial rate expires, in at least 16-point type
(§ 226.5a(b)(1)(1i1)).

iv.  Penalty rates. If a rate may increase as a penalty for one or more events
specified in the account agreement, such as a late payment or an
extension of credit that exceeds the credit limit, determine that the
card issuer discloses the increased rate that may apply, a brief
description of the event or events that may result in the increased rate,

and a brief description of how long the increased rate will remain in
effect (§ 226.5a(b)(1)(iv)).

v.  Introductory rate. If the issuer discloses an introductory rate in the table
or in any written or electronic promotional materials accompanying
applications or solicitations (and subject to paragraph (c) or (e) of
§ 226.52), determine that the issuer briefly discloses, directly beneath
the table, the circumstances, if any, under which the introductory rate
may be revoked, and the type of rate that will apply after the
introductory rate is revoked (§ 226.5a(b)(1)(iv)).
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vi.  Rates that depend on consumer’s creditworthiness. 1f a rate cannot be
determined at the time disclosures are given because the rate depends,
at least in part, on a later determination of the consumer’s
creditworthiness, determine that the card issuer discloses the specific
rates or the range of rates that could apply and a statement that the
rate for which the consumer may qualify at account opening will
depend on the consumer’s creditworthiness, and other factors if

applicable (§ 226.5a(b)(1)(v).

NOTE: if the rate that depends, at least in part, on a later
determination of the consumer’s creditworthiness is a penalty rate, as
described in (b)(1)(iv), the card issuer at its option may disclose the
highest rate that could apply, instead of disclosing the specific rates or
the range of rates that could apply (§ 226.5a(b)(1)(v)).

vii.  APRs that vary by state. Determine that the card issuer does not list
annual percentage rates for multiple states in the table. Note, however,
that issuers imposing annual percentage rates that vary by state may, at
the issuet’s option, disclose in the table: the specific annual percentage
rate applicable to the consumet’s account; or the range of the annual
percentage rates, if the disclosure includes a statement that the annual
percentage rate varies by state and refers the consumer to a disclosure
provided with the table where the annual percentage rate applicable to
the consumert’s account is disclosed (§ 226.5a(b)(1)(vi)).

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

(§ 226.52(b)(2)).

Fixed finance charge; minimum interest charge. Determine that the creditor
discloses any fixed finance charge that could be imposed during a billing
cycle, as well as a brief description of that charge. Determine that the
creditor discloses any minimum interest charge if it exceeds $1.00 that
could be imposed during a billing cycle, and a brief description of the
charge (§ 226.5a(b)(3)).

Transaction charge. Determine that the creditor discloses any transaction
charge imposed for the use of the card for purchases (§ 226.5a(b)(4)).

WKP. REF.
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5. Grace period. Determine that the issuer discloses the date by which or the
period within which any credit extended for purchases may be repaid
without incurring a finance charge due to a periodic interest rate and any
conditions on the availability of the grace period. If no grace period is
provided, determine that this fact is disclosed. In disclosing in the tabular
format a grace period that applies to all types of purchases, determine that
the issuer uses the phrase “How to Avoid Paying Interest on Purchases” as
the heading for the row describing the grace period. If a grace period is not
offered on all types of purchases, in disclosing this fact in the tabular
format, determine that the issuer uses the phrase “Paying Interest” as the
heading for the row describing this fact. NOTE: if the length of the grace
period varies, the card issuer may disclose the range of days, the minimum
number of days, or the average number of days in the grace period, if the
disclosure is identified as a range, minimum, or average (§ 226.5a(b)(5)).

6. Balance computation method. Determine that the creditor disclosed the name of
the balance computation method that is used to determine the balance on
which the finance charge is computed, or an explanation of the method
used if it is not listed. In determining which balance computation method
to disclose, the creditor should have assumed that the credit extended will
not be repaid within any grace period (§ 226.5a(b)(6)).

NOTE: Disclosures required by § 226.5a(b)(6) must be placed directly
beneath the table.

7. Statement on charge card payments. Determine that the creditor discloses a
statement that charges incurred by use of the charge card are due when the
periodic statement is received (§ 226.5a(b)(7)).

8. Cash advance fee. Determine that the creditor disclosed any fee imposed for
an extension of credit in the form of cash or its equivalent (§ 226.5a(b)(8)).

9. Late payment fee. Determine that the creditor disclosed any fee imposed for a
late payment (§ 226.5a(b)(9)).

10. Over-the-limit fee. Determine that the creditor disclosed any fee imposed for
exceeding the credit limit (§ 226.5a(b)(10)).

11. Balance transfer fee. Determine that the creditor disclosed any fee imposed to
transfer a balance (§ 226.5a(b)(11)).

12. Returned payment fee. Determine that the creditor disclosed any fee imposed
for a returned payment (§ 226.5a(b)(12)).
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13.

Regquired insurance, debt cancellation, or debt suspension coverage. Determine that the
fee imposed required insurance, debt cancellation or suspension coverage is
disclosed if the insurance, debt cancellation or coverage is required as part
of the plan (§ 226.5a(b)(13)).

14. Available credit. Determine whether total of required fees for the issuance or

15.

availability of credit and/or security deposit debited to the account at
account opening equal or exceed 15 percent of minimum credit limit for
the account. If so, determine that the creditor disclosed, as applicable, the
available credit remaining after the fees and/or security deposit are debited
to the account (§ 226.5a(b)(14)).

Website reference. For issuers of credit cards that are not charge cards,
determine that the creditor disclosed a reference to the website established
by the Board and a statement that the consumers may obtain on the
website information about shopping for and using credit cards (§

226.5a(b)(15)).

Requirements for Home Equity Plans § 226.5b

a.

Determine that the following home equity disclosures were made clearly and
conspicuously, at the time of application (§ 226.5b).

e A AT o

—_
=

Home equity brochure

Statement that the consumer should retain a copy of the disclosure
Statement of the time the specific terms are available

Statement that terms are subject to change before the plan opens
Statement that the consumer may receive a full refund of all fees
Statement that the consumer’s dwelling secures the credit
Statement that the consumer could lose the dwelling

Creditors right to change, freeze, or terminate the account

Statement that information about conditions for adverse action are
available upon request

. Payment terms including the length of the draw and repayment periods,

how the minimum payment is determined, the timing of payments, and an
example based on $10,000 and a recent APR

WKP. REF.
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11. A recent APR imposed under the plan and a statement that the rate does
not include costs other than interest (fixed rate plans only)
12. Itemization of all fees paid to creditor

13. Estimate of any fees payable to third parties to open the account and a
statement that the consumer may receive a good faith itemization of third

party fees
14. Statement regarding negative amortization, as applicable
15. Transaction requirements

16. Statement that the consumer should consult a tax advisor regarding the
deductibility of interest and charges under the plan

17. For variable rate home equity plans, disclose the following:
a. That the APR, payment, or term may change
b. The APR excludes costs other than interest

c. Identify the index and its source

e

How the rate will be determined

e. Statement that the consumer should request information on the current
index value, margin, discount, premium, or APR

f.  Statement that the initial rate is discounted and the duration of the
discount, if applicable

g. FPrequency of APR changes
h. Rules relating to changes in the index, APR, and payment amount

i. Lifetime rate cap and any annual caps, or a statement that there is no
annual limitation

j.  The minimum payment requirement, using the maximum APR, and
when the maximum APR may be imposed

k. A table, based on a $10,000 balance, reflecting all significant plan terms

. Statement that rate information will be provided on or with each
periodic statement.
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b. For home-equity plans subject to § 226.5b, determine that the terms finance
charge and annual percentage rate, when required to be disclosed with a
corresponding amount or percentage rate, are more conspicuous than any other
required disclosure.

a.

NOTE: the terms need not be more conspicuous when used for periodic
statement disclosures under § 226.7(a)(4) and for advertisements under § 226.16

(§ 226.5(2)(2) ii)).

Account Opening Initial Disclosures § 226.6

The following requirements apply only to home-equity plans subject to the
requirements of § 226.5b. Determine that the creditor discloses, as applicable

(§ 226.6(a)):

1.

Finance charge. The circumstances under which a finance charge will be
imposed and an explanation of how it will be determined, including: a
statement of when finance charges begin to accrue, and an explanation of
whether or not any time period exists within which any credit extended may
be repaid without incurring a finance charge; a disclosure of each periodic
rate that may be used to compute the finance charge, the range of balances
to which it is applicable, and the corresponding annual percentage rate; an
explanation of the method used to determine the balance on which the
finance charge may be computed; and, an explanation of how the amount
of any finance charge will be determined, including a description of how
any finance charge other than the periodic rate will be determined

(§ 226.6(a)(1)).

If a creditor offers a variable-rate plan, determine that the creditor discloses:
the circumstances under which the rate(s) may increase; any limitations on
the increase; and the effect(s) of an increase. When different periodic rates
apply to different types of transactions, determine that the types of
transactions to which the periodic rates shall apply shall also be disclosed

(§ 226.6(a)(1)).

Other charges. The amount of any charge other than a finance charge that
may be imposed as part of the plan, or an explanation of how the charge
will be determined (§ 226.6(2)(2)).

WKP. REF.
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3. Home-equity plan information. The following disclosures, as applicable
(§ 226.6(2)(3)):

a.

A statement of the conditions under which the creditor may take certain
action, as described in § 226.5b(d)(4)(i), such as terminating the plan or
changing the terms.

The payment information described in § 226.5b(d)(5)(i) and (if) for both
the draw period and any repayment period.

A statement that negative amortization may occur as described in

§ 226.5b(d)(9).

A statement of any transaction requirements as described in

§ 226.5b(d)(10).

A statement regarding the tax implications as described in

§ 226.5b(d)(11).

A statement that the annual percentage rate imposed under the plan
does not include costs other than interest as described in § 226.5b(d)(6)
and (d)(12)(i).

The variable-rate disclosures described in § 226.5b(d)(12)(viii),
(d)(12)(x), (d)(12)(xi), and (d)(12)(xii), as well as the disclosure described
in § 226.5b(d)(5)(iii), unless the disclosures provided with the
application were in a form the consumer could keep and included a
representative payment example for the category of payment option
chosen by the consumer.

4. Security interests. The fact that the creditor has or will acquire a security
interest in the property purchased under the plan, or in other property
identified by item or type (§ 226.6(a)(4)).

5. Statement of billing rights. A statement that outlines the consumer’s rights and
the creditor’s responsibilities under §§ 226.12(c) and 226.13 and that is
substantially similar to the statement found in Model Form G-3 or, at the
creditor’s option, G=3(A), in Appendix G to this part (§ 226.6(a)(5)).

b. For open-end (not home-secured) plans determine that the creditor provided
the account-opening disclosures specified in § 226.6 (b)(2)(1) through (b)(2)(v)
(except for § 226.6 (b)(2)()(D)(2)) and § 226.6 (b)(2)(vii) through (b)(2)(xiv) in
the form of a table with the headings, content, and format substantially similar
to any of the applicable tables in G—17 in appendix G (§ 226.6(b)(1)).

WKP. REF.
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For open-end (not home-secured) plans, determine that the following
disclosures are disclosed in bold text (§ 226.6(b)(1)(@)):

1. Any APR required to be disclosed pursuant to § 226.6 (b)(2)(1);

2. Any introductory rate permitted to be disclosed pursuant to paragraph
(b)(2)(1)(B) or required to be disclosed under paragraph (b)(2)(1)(F) of this

section;

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

4. Any fee or percentage amounts or maximum limits on fee amounts

disclosed pursuant to paragraphs (b)(2)(ii), (b)(2)(iv), (b)(2)(vii) through

(b)(2)(xi)-

Determine that bold text is not used for: The amount of any periodic fee
disclosed pursuant to paragraph (b)(2) of this section that is not an annualized
amount; and other annual percentage rates or fee amounts disclosed in the table

(§ 226.6(b)(D)(®))-

Determine that only the information required or permitted by § 226.6 (b)(2)(1)
through (b)(2)(v) (except for (b)(2)(1)(D)(2)) and (b)(2)(vii) through (b)(2)(xiv)
are provided in the table. Disclosures required by paragraphs (b)(2)H)(D)(2),
(b)(2)(vi) and (b)(2)(xv) of this section shall be placed directly below the table

required by § 226.6(b)(1) (§ 226.6(b)(1)(i).

NOTE: Disclosures required by § 226.6( b)(3) through (b)(5) that are not
otherwise required to be in the table and other information may be presented
with the account agreement or account-opening disclosure statement, provided
such information appears outside the required table.

For creditors that impose fees (referred to in § 226.6(b)(2)(vii) through (b)(2)(xi))
that vary by state and that provide the disclosures required by § 226.6(b) of this
section in person at the time the open-end (not home-secured) plan is
established in connection with financing the purchase of goods or services and,
at the creditor’s option, discloses in the account-opening table the specific fee
applicable to the consumer’s account, or the range of the fees, determine that
the disclosure includes a statement that the amount of the fee varies by state and
refers the consumer to the account agreement or other disclosure provided with
the account-opening table where the amount of the fee applicable to the
consumer’s account is disclosed. Determine that the creditor does not list fees
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for multiple states in the account-opening summary table (§ 226.6(b)(1)(iii).

NOTE: If the amount of any fee required to be disclosed under this section is
determined on the basis of a percentage of another amount, the percentage used
and the identification of the amount against which the percentage is applied may
be disclosed instead of the amount of the fee (§ 226.6(b)(1)(iv).

g. The following requirements apply to open-end (not home-secured). Determine
that the creditor discloses in the appropriate format, as applicable § 226.6(b):

1. Annual percentage rate. Each periodic rate that may be used to compute the
finance charge on an outstanding balance for purchases, a cash advance, or
a balance transfer, expressed as an annual percentage rate. When more than
one rate applies for a category of transactions, determine that the creditor
discloses the range of balances to which each rate is applicable. Ensure that
the annual percentage rate for purchases disclosed pursuant to this
paragraph is in at least 16-point type, except for a penalty rate that may
apply upon the occurrence of one or more specific events (§ 226.6(b)(2)(1)).

2. Variable rate information. 1f the rate is a variable rate, determine that the
creditor also disclosed the fact that the rate may vary and how the rate is
determined (i.e., identify the type of index or formula used in setting the

rate) (§ 226.6(b)(2)(0)(A)).

3. Discounted initial rate. If the rate is an introductory rate, determine that the
creditor disclosed that the rate would otherwise apply to the account.
Where the rate is not tied to an index or formula, determine that creditor
disclosed the rate that applies after the introductory rate expires. For a
variable rate account, determine that the creditor disclosed a rate based on
the applicable index or formula in accordance with the accuracy

requirements (§ 226.6(b)(2)(1)(B)).

4. Preminm initial rate. If the initial rate is temporary and is higher than the rate
that will apply after the temporary rate expires, determine that the creditor
disclosed the premium initial rate. Determine that the premium rate for
purchases is in at least 16-point type (§ 226.6(b)(2)(1)(C)).

5. Penalty rates. 1f the rate is a penalty rate, determine that the creditor
disclosed as part of the APR disclosure the rate that may apply and a brief
description of the event or events that may result in the increased rate, and
a brief description of how long the increased rate will remain in effect

(§ 226.6(b)2)(HD)(1)).
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0.

10.

11.

Introductory rates. 1f the creditor discloses in the table an introductory rate, as
that term is defined in § 226.16(g)(2)(ii), determine that the creditor briefly
disclosed directly beneath the table the circumstances under which the
introductory rate may be revoked, and the rate that will apply after the
introductory rate is revoked (§ 226.6(b)(2)(1)(D)(2)).

Point of sale where APRs vary by state or based on creditworthiness. 1f the creditor
imposes an APR that varies by state or based on the consumer’s
creditworthiness and provides required disclosures in person at the time the
open-end (not home-secured) plan is established in connection with
financing the purchase of goods or services, determine that the creditor
discloses either (§ 226.6(b)(2)(1)(E)):

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

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

Credit card accounts under an open-end (not home-secured) consumer credit plan.

Determine that the issuer discloses in the table (§ 226.6(b)(2)(1)(F)):
i.  Any introductory rate, and
. Any rate that would apply upon expiration of a premium initial rate.

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

fee (§ 226.6(b)(2)(i).

Fixed finance charge (minimum interest charge). Determine that the creditor
disclosed any fixed finance charge, any minimum interest charge if it
exceeds $1.00 that could be imposed during a billing cycle, and a brief
description of the charge (§ 226.6(b)(2)(iii)).

Transaction charges. Determine that the creditor discloses any transaction
charge imposed by the creditor for use of the open-end plan for purchases

(§ 226.6(b)(2)(iv)).
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12.

13.

14.

15.

16.

17.

18.

Grace period. The date by which or the period within which any credit
extended may be repaid without incurring a finance charge due to a periodic
interest rate and any conditions on the availability of the grace period. If no
grace period is provided, that fact must be disclosed. If the length of the
grace period varies, the creditor may disclose the range of days, the
minimum number of days, or the average number of the days in the grace
period, if the disclosure is identified as a range, minimum, or average. In
disclosing in the tabular format a grace period that applies to all features on
the account, the phrase “How to Avoid Paying Interest” shall be used as
the heading for the row describing the grace period. If a grace period is not
offered on all features of the account, in disclosing this fact in the tabular
format, the phrase “Paying Interest” shall be used as the heading for the
row describing this fact (§ 226.6(b)(2)(v)).

Balance computation method. Determine that the creditor disclosed in the
account opening disclosures the name of the balance computation method
that is used to determine the balance on which the finance charge is
computed for each feature, or an explanation of the method used if it is not
listed, along with a statement that an explanation of the methods required
by § 226.6(b)(4)(1))(D). In determining which balance computation method
to disclose, the creditor should have assumed that the credit extended will
not be repaid within any grace period (§ 226.6(b)(2)(v1)).

Cash adpance fee. Determine that the creditor disclosed any fee imposed for
an extension of credit in the form of cash or its equivalent

(§ 226.6(b)(2) (vii)).

Late payment fee. Determine that the creditor disclosed any fee imposed for a
late payment (§ 226.6(b)(2)(viii)).

Ouver-the-limit fee. Determine that the creditor disclosed any fee imposed for
exceeding the credit limit (§ 226.6(b)(2)(ix)).

Balance transfer fee. Determine that the creditor disclosed any fee imposed to
transfer a balance (§ 226.6(b)(2)(x)).

Returned payment fee. Determine that the creditor disclosed any fee imposed
for a returned payment (§ 226.6(b)(2)(x1)).

WKP. REF.
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19.

20.

21.

22.

23.

24,

Regquired insurance, debt cancellation, or debt suspension coverage. Determine that the
fee imposed required insurance, debt cancellation or suspension coverage is
disclosed if the insurance, debt cancellation or coverage is required as part
of the plan (§ 226.6(b)(2)(xii)).

Available credit. Determine whether total of required fees for the issuance or
availability of credit and/or security deposit debited to the account at
account opening equal or exceed 15 percent of the credit limit for the
account. If so, determine that the creditor disclosed, as applicable, the
available credit remaining after the fees and/or security deposit are debited
to the account (§ 226.6(b)(2) (xiii)).

Website reference. For issuers of credit cards that are not charge cards,
determine that the creditor disclosed a reference to the website established
by the Board and a statement that the consumers may obtain on the website
information about shopping for and using credit cards (§ 226.6(b)(2)(xiv)).

Billing error rights reference. Determine that the creditor disclosed a statement
that information about consumers’ right to dispute transactions is included
in the account-opening disclosures.

Charges and finance charges. For charges imposed as part of open-end (not
home-secured) plan, the circumstances under which the charge may be
imposed, including the amount of the charge or explanation of how the
charge is determined. For finance charges, a statement of when finance
charges begin to accrue, including an explanation of whether or not any
time period exists within which any credit extended may be repaid without
incurring a finance charge. If such a time period is provided, a creditor may,
at its option and without disclosure, impose no finance charge when
payment is received after the time period’s expiration (§ 226.6(b)(3)(1)).

Disclosure of rates for open-end (not home-secured) plans. Determine that the
creditor disclosed, as applicable, for each periodic rate that may be used to
calculate interest (§ 226.6(b)(4)(i)):

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

iv. An explanation of the method used to determine the balance to which
the rate is applied.
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25. Variable-rate Accounts. For interest rate changes that are tied to increases in
an index or formula (variable-rate accounts) determine that the following
are specifically set forth in the account agreement § 226.6(b)(4)(i1):

i
il.
i,
1v.
V.
vi.

Vil.

The fact that the annual percentage rate may increase.
How the rate is determined, including the margin.
The circumstances under which the rate may increase.
The frequency with which the rate may increase.

Any limitation on the amount the rate may change.
The effect(s) of an increase.

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

26. Rate changes not dne to index or formula. For interest rate changes that are
specifically set forth in the account agreement and not tied to increases in
an index or formula, determine that the creditor discloses (§ 226.6(b)(4)(iii)):

1.

1.

iil.

1v.

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

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

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

The balances to which the new rate will apply.

The balances to which the current rate at the time of the change will

apply.

27. Violuntary credit insurance, debt cancellation, or debt suspension. Determine that the
creditor disclosed the applicable disclosures if the creditor offers optional
credit insurance, or debt cancellation or dept suspension coverage

(§ 226.6(b)(5)(®))-

28. Security interests. Determine that the creditor disclosed the fact that the
creditor has or will acquire a security interest in the property purchased
under the plan, or in other property identified by item or type

(§ 226.6(b)(5)(i1)).
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29. Statement of billing rights. Determine that the creditor disclosed a statement
that outlines the consumer’s rights and the creditor’s responsibilities

(§ 226.6(b)(5)(iii)).

Periodic Statement Disclosures § 226.7

a.

Rules affecting home-equity plans. For home-equity plans subject to the requirements
of § 226.5b, determine that the creditor disclosed on the periodic statement
items 1 through 10 below (§ 226.7(a)):

NOTE: The requirements of § 226.7(a) apply only to home-equity plans subject
to the requirements of § 226.5b. Additionally, a creditor may, at its option,
comply with any of the requirements of paragraph § 226.7(b); however, any
creditor that chooses to replace the disclosures required under paragraph (a)(7)
with paragraph (b)(7) must also disclose the information required under

paragraph (b)(6).

1.

Previous balance. The account balance outstanding at the beginning of the

billing cycle (§ 226.7(a)(1)).

Identification of transactions. An identification of each credit transaction in
accordance with § 226.8 (§ 226.7(2)(2)).

Credjts. Any credit to the account during the billing cycle, including the
amount and the date of crediting. The date need not be provided if a delay
in accounting does not result in any finance or other charge (§ 226.7(a)(3)).

Periodic rates. Bach periodic rate that may be used to compute the finance

charge, the range of balances to which it is applicable, and the

corresponding annual percentage rate. If different periodic rates apply to
different types of transactions, the types of transactions to which the
periodic rates apply shall also be disclosed. For variable-rate plans, the fact
that the periodic rate(s) may vary (§ 226.7(a)(4)).

i.  Note that: If no finance charge is imposed when the outstanding
balance is less than a certain amount, the creditor is not required to
disclose that fact, or the balance below which no finance charge will be

imposed

ii.  Note further that: An annual percentage rate that differs from the rate
that would otherwise apply and is offered only for a promotional
period need not be disclosed except in periods in which the offered

rate is actually applied.
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5. Balance on which finance charge computed. The amount of the balance to which a
periodic rate was applied and an explanation of how that balance was
determined. When a balance is determined without first deducting all credits
and payments made during the billing cycle, the fact and the amount of the
credits and payments shall be disclosed (§ 226.7(a)(5)).

6. Amount of finance charge and other charges (§ 226.7(a)(6)).

a.  Finance charges. The amount of any finance charge debited or added to the
account during the billing cycle, using the term finance charge.
Determine that the components of the finance charge are individually
itemized and identified to show the amount(s) due to the application of
any periodic rates and the amounts(s) of any other type of finance
charge. Note that if there is more than one periodic rate, the amount of
the finance charge attributable to each rate need not be separately

itemized and identified (§ 226.7()(6)(1)).

b.  Other charges. The amounts, itemized and identified by type, of any
charges other than finance charges debited to the account during the
billing cycle (§ 226.7(a)(6)(ii)).

NOTE: Creditors may comply with paragraphs (a)(6) of § 226.7, or with

paragraph (b)(6) of § 226.7, at their option.

7. Annnal percentage rate. At a creditor’s option, when a finance charge is
imposed during the billing cycle, the annual percentage rate(s) determined
under § 226.14(c) using the term annual percentage rate (§ 226.7(a)(7)).

8. Grace period. The date by which or the time period within which the new
balance or any portion of the new balance must be paid to avoid additional

finance charges (§ 226.7(a)(8)).

9. Address for notice of billing errors. The address to be used for notice of billing
errors. Alternatively, the address may be provided on the billing rights
statement permitted by § 226.9(a)(2) (§ 226.7(a)(9)).

10. Closing date of billing cycle; new balance. The closing date of the billing cycle and
the account balance outstanding on that date (§ 226.7(a)(10)).

b.  Rules affecting open-end (not home-secured) plans. The requirements of paragraph (b) of
this section (1 through 14 below) apply only to plans other than home-equity
plans subject to the requirements of § 226.5b. For applicable plans, determine
that the creditor discloses on the periodic statement (§ 226.7(b)):
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Previous balance. The account balance outstanding at the beginning of the

billing cycle (§ 226.7(b)(1)).

Identification of transactions. An identification of each credit transaction in
accordance with § 226.8 (§ 226.7(b)(2)).

Credjts. Any credit to the account during the billing cycle, including the
amount and the date of crediting. The date need not be provided if a delay
in crediting does not result in any finance or other charge (§ 226.7(b)(3)).

Periodic rates. Bach periodic rate that may be used to compute the interest
charge expressed as an annual percentage rate and using the term Annual
Percentage Rate, along with the range of balances to which it is applicable

(§ 226.7(b)(4)).

1. Note, however: If no interest charge is imposed when the outstanding
balance is less than a certain amount, the creditor is not required to
disclose that fact, or the balance below which no interest charge will be
imposed. The types of transactions to which the periodic rates apply
shall also be disclosed. For variable-rate plans, the fact that the APR

may vary; and,

i. A promotional rate, as that term is defined in § 226.16(g)(2)(@i), is
required to be disclosed only in periods in which the offered rate is

actually applied.

Balance on which finance charge computed. The amount of the balance to which a
periodic rate was applied and an explanation of how that balance was
determined, using the term Balance Subject to Interest Rate (§ 226.7(b)(5)).

Charges imposed. The amounts of any charges imposed as part of a plan as
stated in § 226.6(b)(3), grouped together, in proximity to transactions
identified under paragraph (b)(2) of this section, substantially similar to

Sample G-18(A) in appendix G to this part (§ 226.7(b)(06)).

1. Interest. Finance charges attributable to periodic interest rates, using the
term Interest Charge, must be grouped together under the heading
Interest Charged, itemized and totaled by type of transaction, and a
total of finance charges attributable to periodic interest rates, using the
term Total Interest, must be disclosed for the statement period and
calendar year to date, using a format substantially similar to Sample G—

18(A).
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fi.  Fees. Charges imposed as part of the plan other than charges
attributable to periodic interest rates must be grouped together under
the heading Fees, identified consistent with the feature or type, and
itemized, and a total of charges, using the term Fees, must be disclosed
for the statement period and calendar year to date, using a format
substantially similar to Sample G—18(A).

7. Change-in-terms and increased penalty rate summary for open-end (not home-secured)
plans. Creditors that provide a change-in-terms notice required by § 226.9(c),
or a rate increase notice required by § 226.9(g), on or with the periodic
statement, must disclose the information in § 226.9(c)(2)(iv)(A) and
(©)(2)(iv)(B) (if applicable) or § 226.9(g)(3)(i) on the periodic statement in
accordance with the format requirements in § 226.9(c)(2)(iv)(D), and §
226.9(2)(3)(i1). See Forms G—-18(F) and G-18(G) (§ 226.7(b)(7)).

8. Grace period. The date by which or the time period within which the new
balance or any portion of the new balance must be paid to avoid additional
finance charges. If such a time period is provided, a creditor may, at its
option and without disclosure, impose no finance charge if payment is

received after the time period’s expiration (§ 226.7(b)(8)).

9. _Address for notice of billing errors. The address to be used for notice of billing
errors. Alternatively, the address may be provided on the billing rights
statement permitted by § 226.9(a)(2) (§ 226.7(b)(9)).

10. Closing date of billing cycle; new balance. The closing date of the billing cycle and
the account balance outstanding on that date disclosed in accordance with

§ 226.7(b)(13) (§ 226.7(b)(10)).

11. Due date; late payment costs. With the exception of periodic statements
provided solely for charge cards and periodic statements provided for a
charged-off account where payment of the entire account balance is due
immediately, determine that the creditor disclosed (in accordance with
§ 226.7(b)(13)) for a credit card account under an open-end (not home-

secured) consumer credit plan:

a. 'The due date for a payment (the due date must be the same day of the
month for each billing cycle) (§ 226.7(b)(11)(1)(A))

b. The amount of any late payment fee and any increased periodic rate(s)
(expressed as an annual percentage rate(s)) that may be imposed on the
account as a result of a late payment. If a range of late payment fees may
be assessed, verify that the card issuer either states a range of fees or the
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highest fee and an indication that the fee imposed could be lower
(§ 226.7(b)(11) (1) (B)).

NOTE: If the rate may be increased for more than one feature or
balance, the card issuer may state the range of rates or the highest rate
that could apply and at the issuetr’s option an indication that the rate
imposed could be lower.

Note further that: With the exception of the negative or no amortization
disclosures required by § 226.7(b)(12)(ii), the repayment disclosures in
§ 226.7(b)(12) (as listed in step 12 below) are not required for:

1. Charge card accounts that require payment of outstanding balances
in full at the end of each billing cycle;

i. A billing cycle immediately following two consecutive billing cycles
in which the consumer paid the entire balance in full, had a zero
outstanding balance or had a credit balance; and

ii. A billing cycle where paying the minimum payment due for that
billing cycle will pay the entire outstanding balance on the account
for that billing cycle.

12. Given those exceptions above, determine that the card issuer disclosed on
the periodic statement § 226.7(b)(12):

a.

The following statement with a bold heading: “Minimum Payment
Warning: If you make only the minimum payment each period, you will
pay more in interest and it will take you longer to pay off your balance.”

(§226.7(b)(12)H(A))

The minimum payment repayment estimate, as described in Appendix
M1 to this part. Note, if the minimum payment repayment estimate is
less than 2 years, determine that the card issuer disclosed the estimate in
months. Otherwise, the estimate must be disclosed in years and rounded
to the nearest whole year (§ 226.7(b)(12)(1)(B));

The minimum payment total cost estimate, as described in Appendix M1
to this part, rounded to the nearest whole dollar (§ 226.7(b)(12) (1) (C);

The minimum payment repayment estimate and the minimum payment
total cost estimate are based on the current outstanding balance shown
on the periodic statement. A statement that the minimum payment
repayment estimate and the minimum payment total cost estimate are
based on the assumption that only minimum payments are made and no

WKP. REF.
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other amounts are added to the balance (§ 226.7(b)(12)(1)(D);

e. A toll-free telephone number where the consumer may obtain from the
card issuer information about credit counseling services

(§ 226.7()(12)()(E)); and
. The disclosures required for § 226.7(b)(12)(1) (F)(1):

L

1.

1i.

1v.

The estimated monthly payment for repayment in 36 months, as
described in Appendix M1 to this part. The estimated monthly
payment for repayment in 36 months must be rounded to the
nearest whole dollar (§ 226.7(b)(12)(1)(F)(1)(1));

A statement that the card issuer estimates that the consumer will
repay the outstanding balance shown on the periodic statement in
3 years if the consumer pays the estimated monthly payment for 3
years;

The total cost estimate for repayment in 36 months, as described
in Appendix M1 to this part. The total cost estimate for repayment
in 36 months must be rounded to the nearest whole dollar; and

The savings estimate for repayment in 36 months, as described in
Appendix M1 to this part. The savings estimate for repayment in
36 months must be rounded to the nearest whole dollar.

NOTE: The disclosures (i through iv above) required for
§ 226.7(b)(12)(3)(F)(1) do not apply to a periodic statement in any of the

following circumstances:

1.

The minimum payment repayment estimate that is disclosed on the
periodic statement pursuant to paragraph (b)(12)(i)(B) of this
section after rounding is three years or less;

The estimated monthly payment for repayment in 36 months, as
described in Appendix M1 to this part, rounded to the nearest
whole dollar that is calculated for a particular billing cycle is less
than the minimum payment required for the plan for that billing
cycle; and

A billing cycle where an account has both a balance in a revolving
feature where the required minimum payments for this feature will
not amortize that balance in a fixed amount of time specified in the
account agreement and a balance in a fixed repayment feature
where the required minimum payment for this fixed repayment
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feature will amortize that balance in a fixed amount of time
specified in the account agreement which is less than 36 months.

For non-amortizing or negatively amortizing credit card accounts under
an open-end (not home-secured) consumer credit plan, determine that

the card issuer provides the following disclosures on each periodic
statement (§ 226.7(b)(12)(ii)):

1. “Minimum Payment Warning: Even if you make no more charges
using this card, if you make only the minimum payment each
month we estimate you will never pay off the balance shown on
this statement because your payment will be less than the interest
charged each month” (§ 226.7(b)(12)(ii) (A));

i.  “If you make more than the minimum payment each period, you
will pay less in interest and pay off your balance sooner”

(§ 226.7(b) (12)(ii) (B));

ii.  The estimated monthly payment for repayment in 36 months
rounded to the nearest whole dollar (§ 226.7(b)(12)(ii)(C));

iv. A statement that the card issuer estimates that the consumer will
repay the outstanding balance shown on the periodic statement in
3 years if the consumer pays the estimated monthly payment each
month for 3 years (§ 226.7(b)(12)(ii)(D)); and

v. A toll-free telephone number where the consumer may obtain
from the card issuer information about credit counseling services

(§ 226.7(b)(12) (i) (E)).
Verify that the items required to be disclosed, as addressed in the
procedures above in step 12 (and required by § 226.(7)(b)(12)) are
disclosed in accordance with the format requirements of § 226.7(b)(13)
and are similar to the samples provided in Appendix G to Regulation Z

Determine that a card issuer provides (to the extent available from the
United States Trustee or a bankruptcy administrator) through the
disclosed toll-free telephone number the name, street address, telephone
number, and website address for at least three organizations that have
been approved by the United States Trustee or a bankruptcy
administrator to provide credit counseling services in either the state in
which the billing address for the account is located or the state specified
by the consumer (§ 226.7(b)(12)(iv)(A)).

WKP. REF.
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13.

14.

j.  Determine that the card issuer at least annually updates the credit
counseling information it discloses for consistency with the information
available from the United States Trustee or a bankruptcy administrator

(§ 226.7(b)(12)(iv) (B)).-

Determine that the card issuer provided periodic statement disclosures
according to the following format requirements (§ 226.7(b)(13)):

a. The due date is disclosed on the front of the first page of the periodic
statement and that the amount of the late payment fee and the annual
percentage rate(s) are stated in close proximity thereto.

b. The ending balance and the repayment disclosures (required by
paragraph (b)(12) of § 226.7) are disclosed closely proximate to the
minimum payment due.

c. 'The due date, late payment fee and annual percentage rate, ending
balance, minimum payment due, and repayment disclosures are grouped
together.

Note that sample G-18(D) in Appendix G of Regulation Z sets forth an
example of how these terms may be grouped.

For accounts with an outstanding balance subject to a deferred interest or
similar program, the date by which that outstanding balance must be paid in
full in order to avoid the obligation to pay finance charges on such balance
must be disclosed on the front of each periodic statement issued during the
deferred interest period beginning with the first periodic statement issued
during the deferred interest period that reflects the deferred interest or
similar transaction. The disclosure provided pursuant to this paragraph
must be substantially similar to Sample G—18(H) in Appendix G to this part

(§ 226.7(b)(14)).

Subsequent Disclosure Requirements § 226.9

a.

Determine whether the creditor mailed or delivered the billing rights statement
at least once per calendar year, at intervals of not less than 6 months or more
than 18 months, to customers and whether the institution used the short form
notice with each periodic statement (§ 226.9(a)(1)).

NOTE: As an alternative to the annual billing rights statement (§ 226.9(a)(1)),
the creditor may mail or deliver, on or with each periodic statement, a statement

substantially similar to Model Form G—4 or Model Form G—4(A) in appendix G
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to this part, as applicable. Creditors offering home-equity plans subject to the
requirements of § 226.5b may use either Model Form, at their option

(§ 226.9(2)(2)).

b. If, 30 days after mailing or delivering the account-opening disclosures under
§ 226.6(a)(1) or (b)(3)(ii)(A), the creditor adds a credit feature or furnishes a
credit access device (other than as a renewal, resupply, or the original issuance of
a credit card, or except with regard to checks that access a credit card account)
on the same finance charge terms, determine that the creditor discloses, before
the consumer uses the feature or device for the first time, that it is for use in
obtaining credit under the terms previously disclosed (§ 226.9(b)(1).

c. Determine that, except with regard to checks that access a credit card account,
whenever a credit feature is added or a credit access device is mailed or delivered
to the consumer, and the finance charge terms for the feature or device differ
from disclosures previously given, the disclosures required by § 226.6(a)(1) or
(b)(3)(ii)(A) that are applicable to the added feature or device are given before
the consumer uses the feature or device for the first time (§ 226.9(b)(2)).

d. Checks that access a credit card account. For open-end plans not subject to the
requirements of § 226.5b, if checks that can be used to access a credit card
account are provided more than 30 days after account-opening disclosures
under § 226.6(b) are mailed or delivered, or are provided within 30 days of the
account-opening disclosures and the finance charge terms for the checks differ
from the finance charge terms previously disclosed, determine that the creditor
discloses on the front of the page containing the checks the following terms in
the form of a table with the headings, content, and form substantially similar to
Sample G-19 in appendix G to this part (§ 226.9(b)(3)).

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

a. 'The promotional rate and the time period during which the promotional
rate will remain in effect (§ 226.9(b)(3)(1)(A)(1);

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

(§226.9(b)(3)(H)(A)(2); and
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c. 'The date, if any, by which the consumer must use the checks in order to
qualify for the promotional rate. If the creditor will honor checks used
after such date but will apply an annual percentage rate other than the
promotional rate, the creditor must disclose this fact and the type of
annual percentage rate that will apply if the consumer uses the checks

after such date (§ 226.9()(3)()(A)(3).

2. If no promotional rate applies to the checks, determine that the creditor
discloses:

a. The type of rate that will apply to the checks and the applicable annual
percentage rate. For a variable-rate account, a creditor must disclose an
annual percentage rate based on the applicable index or formula in
accordance with the accuracy requirements set forth in § 226.9(b)(3)(ii).

(§226.9(b)(3)HB)(1))-

3. Determine that the creditor discloses:

a. Any transaction fees applicable to the checks disclosed under
§ 226.6(b)2)()- ((§ 226.9(b)3)DH(C))-

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

226.9(b)(3)(HMD)) (§ 226.9(b)3) H(D))-

NOTE: The disclosures in § 226.9 (b)(3)(1) must be accurate as of the
time the disclosures are mailed or delivered. A variable annual
percentage rate is accurate if it was in effect within 60 days of when the
disclosures are mailed or delivered.

e. Determine, for home-equity plans subject to the requirements of § 226.5(b):

1. Whenever any term required to be disclosed under section § 226.6(a) is
changed or the required minimum periodic payment is increased, the
creditor mailed or delivered written notice of the change at least 15 days
prior to the effective date of the change. If the consumer agreed to the
change, determine that notice was provided before the change went into
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f.

effect (§ 226.9(c)(1)(0)).

2. If the creditor prohibits additional extensions of credit or reduces the credit
limit, that the creditor mailed or delivered notice of the action not later than
three business days after the action is taken. The notice must contain the
specific reasons for the action § 226.9(c)(1)(iti)).

NOTE: Notice is not required when the change involves a reduction of any
component of a finance charge or other charge or when the change results
from an agreement involving a court proceeding (§ 226.9(c)(1)(ii)).

For plans other than home-equity plans subject to the requirements of § 226.5b,
except as provided in §§ 226.9(c)(2)(@)(B), (c)(2)(iii) and (c)(2)(v), when a
significant change in account terms as described in § 226.9(c)(2)(ii) is made to a
term required to be disclosed under § 226.6(b)(3), (b)(4) or (b)(5) or the required
minimum periodic payment is increased, determine that the creditor provides a
written notice of the change at least 45 days prior to the effective date of the
change to each consumer who may be affected (§ 226.9(c)(2)(1)(A)).

For open-end (not home-secured) plans, determine that increases in the rate
applicable to a consumer’s account due to delinquency, default or as a penalty
described in § 226.9(g) that are not due to a change in the contractual terms of
the consumer’s account are disclosed pursuant to § 226.9(g) instead of

§ 226.90)(2) (§ 226.9(c)(2) () (A).

When a notice of change in terms is required, determine that it is mailed or
delivered no later than the effective date of the change, if the consumer agrees
to the particular change. Section 226.9(c)(2)(1)(B) applies only when a consumer
substitutes collateral or when the creditor can advance additional credit only if a
change relatively unique to that consumer is made, such as the consumer’s
providing additional security or paying an increased minimum payment amount

§ 226.9(c)(2)())(B).

NOTE: The 45-day timing requirements discussed in step f above does not
apply in certain narrow circumstances, as described in § 226.9(c)(2)(1)(B). The
following are not considered agreements between the consumer and the creditor

for purposes of § 226.9(c)(2)(1)(B):

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

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

WKP. REF.

Exam Date:

Prepared By:

Reviewed By:

Docket #:

1305P.38

Examination Handbook April 2011 Office of Thrift Supervision



Truth in Lending
Program

WKP. REF.

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

4. 'The consumet’s request to reopen a closed account or to upgrade an
existing account to another account offered by the creditor with different
credit or other features § 226.9(c)(2)())(B).

1. The 45-day advance notice requirement applies to changes to the following
terms (§ 226.9(c)(2)(ii)):

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

a. Variable-rate information;
b. Discounted or premium initial rates; and
c. Penalty rates.

2. Tees for issuance or availability, including any fee based upon account
activity or inactivity;

Fixed finance charge or minimum interest charge, if it exceeds $1.00;
Transaction charge for purchases;

Grace period;

3
4
5
6. Balance computation method;
7. Cash advance fee;

8. Late payment fee;

9. Over-the-limit fee;

10. Balance transfer fee;

11. Returned payment fee;

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

13. Increase in required minimum periodic payment, or the acquisition of a
security interest.
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Except as provided in § 226.9(c)(2)(vi), if a creditor increases any component of
a charge, or introduces a new charge, required to be disclosed under

§ 226.6(b)(3) that is not a significant change in account terms as described in
paragraph (c)(2)(ii) of this section, determine that the creditor either

(§ 226.9(c)(2)(iii)):

1.
2.

Complies with the requirements of § 226.9(c)(2)(1), or

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

Ensure that the written change-in-terms notice contains the following
disclosures (§ 226.9(c)(2)(iv)(A)):

1.

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

A statement that changes are being made to the account.

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

The date the changes will become effective.

If applicable, a statement that the consumer may find additional information
about the summarized changes, and other changes, in the notice.

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

If the change in terms being disclosed is an increase in the APR, the
balances to which the increased rate will apply. If applicable, creditors
should disclose a statement indentifying the balances to which the current
rate will apply as of the effective date of the change.
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8. If the change in terms being disclosed is an increase in an annual percentage
rate for a credit card account under an open-end (not home-secured)
consumer credit plan, a statement of no more than four principal reasons for
the rate increase, listed in their order of importance.

. In addition to the disclosures in § 226.9(c)(2)(iv)(A), if a card issuer makes a
significant change in account terms on a credit card account under an open-end
(not home-secured) consumer credit plan, determine that the creditor provides
the following information on the notice provided pursuant to § 226.9(c)(2)(i)

(§ 226.9(0) 2)¥)(B)):

(NOTE: This information is not required to be provided in the case of an
increase in the required minimum periodic payment, an increase in a fee as a
result of a reevaluation of a determination made under § 226.52(b)(1)(i) or an
adjustment to the safe harbors in § 226.52(b)(1)(ii) to reflect changes in the
Consumer Price Index, a change in an annual percentage rate applicable to a
consumer’s account, a change in the balance computation method applicable to
consumer’s account necessary to comply with § 226.54, or when the change
results from the creditor not receiving the consumer’s required minimum
periodic payment within 60 days after the due date for that payment).

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

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

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

m. Changes resulting from failure to mafke minimum periodic payment within 60 days from due
date for credit card accounts under an open-end (not home-secured) consumer credit plan. For a
credit card account under an open-end (not home-secured) consumer credit plan

(§226.9(0)(2) () (C)):
1. If the significant change required to be disclosed pursuant to § 226.9(c)(2)(i)
of this section is an increase in an annual percentage rate or a fee or charge

required to be disclosed under §§ 226.6(b)(2)(ii), (b)(2)(ii), or (b)(2)(xii)

based on the consumer’s failure to make a minimum periodic payment
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within 60 days from the due date for that payment, determine that the notice
provided pursuant to paragraph (c)(2)(1) of this section states that the
increase will cease to apply to transactions that occurred prior to or within
14 days of provision of the notice, if the creditor receives six consecutive
required minimum periodic payments on or before the payment due date,
beginning with the first payment due following the effective date of the
increase.

2. If the significant change required to be disclosed pursuant to § 226.9(c)(2)(1)
is an increase in a fee or charge required to be disclosed under
§§ 226.6(b)(2)(1i), (b)(2)(ii), or (b)(2)(xii) based on the consumer’s failure to
make a minimum periodic payment within 60 days from the due date for
that payment, determine that the notice provided pursuant to § 226.9(c)(2)(i)
also states the reason for the increase.

n. Determine that the summary of changes described in § 226.9(c)(2)(iv)(A)(1) is in
a tabular format (except for a summary of any increase in the required minimum
periodic payment), with headings and format substantially similar to any of the
account-opening tables found in G-17 in Appendix G. Determine that the table
discloses the changed term and information relevant to the change, if that
relevant information is required by § 226.6(b)(1) and (b)(2). Determine that the
new terms are described in the same level of detail as required when disclosing
the terms under § 226.6(b)(2) (Account opening) (§ 226.9(c)(2)iv)(D)(1)).

o. Ifanotice required by § 226.9 (c)(2)(i) (change in terms) is included on or with a
periodic statement, determine that the information described in
§ 226.9(c)(2)(iv)(A)(1) is disclosed on the front of any page of the statement.
Determine that the summary of changes described in § 226.9(c)(2)(iv)(A)(1)
immediately follows the information described in paragraph
§§ 226.9(c)(2)(iv)(A)(2) through § 226.9(c)(2)(iv)(A)(7) and, if applicable,
paragraphs § 226.9(c)(2)(iv)(A)(8), § 226.9(c)(2)(iv)(B) and § 226.9(c)(2)(iv)(C),
and is substantially similar to the format shown in Sample G-20 or G-21 in

appendix G to this part (§ 226.9(c)(2)(iv)(D)(2)).

p. If a notice required by § 226.9(c)(2)(i) (change in terms) is not included on or
with a periodic statement, determine that the information described in

§ 226.9(c)(2)(iv)(A)(1) is disclosed on the front of the first page of the notice or
segregated on a separate page from other information given with the notice.

NOTE: The summary of changes required to be in a table pursuant to
(©)(2)(iv)(A)(1) of this section may be on more than one page, and may use both
the front and reverse sides, so long as the table begins on the front of the first
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page of the notice and there is a reference on the first page indicating that the
table continues on the following page.

q. Determine that the summary of changes described in § 226.9(c)(2)(1v)(A)(1)
immediately follows the information described in § 226.9(c)(2)(iv)(A)(2) through
(©)(2)(v)(A)(7) and, if applicable, paragraphs § 226.9(c)(2)(iv)(A)(8), (c)(2)({iv)(B)
and (c)(2)(iv)(C) of this section and is substantially similar to the format shown
in Sample G-20 or G-21 in appendix G to this part (§ 226.9(c)(2)(iv)(D)(3)).

r. For open-end plans (other than home equity plans subject to the requirements

of § 226.5b), note that a creditor is not required to provide notice under this
section if (§ 226.9(c)(2)(v)):

1. The change involves:

1.
1.

1.

1v.

V1.

Charges for documentary evidence;
A reduction of any component of a finance or other charge;

A suspension of future credit privileges (except as provided in
§ 226.9(c)(2)(vi) of this section) or termination of an account or plan;

When the change results from an agreement involving a court
proceeding;

When the change is an extension of the grace period; or

The change is applicable only to checks that access a credit card account
and the changed terms are disclosed on or with the checks in accordance

with § 226.9(b)(3) (§ 226.9(c)(2)(v)(A));

2. The change is an increase in an APR upon the expiration of a specified

period of time, provided that (§ 226.9(c)(2)(v)(B)):

1.

1.

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

The disclosure of the length of the period and the annual percentage rate
that would apply after expiration of the period are set forth in close
proximity and in equal prominence to the first listing of the disclosure of
the rate that applies during the specified period of time; and
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iii. The annual percentage rate that applies after that period does not exceed
the rate disclosed pursuant to § 226.9(c)(2)(v)(B)(1), if the rate disclosed
pursuant to § 226.9(c)(2)(v)(B)(1) was a variable rate, the rate following
any such increase is a variable rate determined by the same formula
(index and margin) that was used to calculate the variable rate disclosed

pursuant to § 226.9(c)(2)(v)(B)(1);

3. The change is an increase in a variable annual percentage rate in accordance

with a credit card agreement that provides for changes in the rate according
to operation of an index that is not under the control of the creditor and is
available to the general public (§ 226.9(c)(2)(v)(C)); or

4. 'The change is an increase in an APR, a fee or charge required to be

disclosed under §§ 226.6(b)(2)(i), (b)(2)(iii), or (b)(2)(xii), or the required
minimum periodic payment due to the completion of a workout or
temporary hardship arrangement by the consumer or the consumer’s failure

to comply with the terms of such an arrangement, provided that (§
226.9(c)2)(v)(D)):

i. The APR or fee or charge applicable to a category of transactions or the
required minimum periodic payment following any such increase does
not exceed the rate or fee or charge or required minimum periodic
payment that applied to that category of transactions prior to
commencement of the arrangement or, if the rate that applied to a
category of transactions prior to the commencement of the workout or
temporary hardship arrangement was a variable rate, the rate following
any such increase is a variable rate determined by the same formula
(index and margin) that applied to the category of transactions prior to
commencement of the workout or temporary hardship arrangement; and

ii. The creditor has provided the consumer, prior to the commencement of
such arrangement, with a clear and conspicuous disclosure of the terms
of the arrangement (including any increases due to such completion or
failure). This disclosure must generally be provided in writing. However,
a creditor may provide the disclosure of the terms of the arrangement
orally by telephone, provided that the creditor mails or delivers a written
disclosure of the terms of the arrangement to the consumer as soon as
reasonably practicable after the oral disclosure is provided.
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s. For open-end plans that are not subject to the requirements of § 226.5b, if a
creditor decreases the credit limit on the account, determine that advance notice
of the decrease is provided before an over-the-limit fee or a penalty rate can be
imposed solely as a result of the consumer exceeding the newly decreased credit
limit. Determine that notice is provided in writing or orally at least 45 days prior
to imposing the over-the-limit fee or penalty rate and that it states that the credit
limit on the account has been or will be decreased (§ 226.9(c)(2)(vi)).

t.  Determine that disclosure the disclosures contained in § 226.5a(b)(1) through
(b)(7) are provided if the account is renewed and (1) the card issuer imposes an
annual or other periodic fee for the renewal or (2) the card issuer has changed or
amended any term of the account required to be disclosed under § 226.6(b)(1)
and (b)(2) that has not previously been disclosed to the consumer. Additionally,
the disclosure provided upon renewal must disclose how and when the
cardholder may terminate the credit to avoid paying the renewal fee, if any

(§ 226.9(¢)).

u. For plans other than home-equity plans subject to the requirements of § 226.5b
(except as provided in § 226.9(2)(4)), determine that the creditor provides a
written notice to each consumer who may be affected when (§ 226.9(g)(1)):

1. A rate is increased due to the consumer’s delinquency or default; or

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

v. Whenever any notice is required to be given pursuant to paragraph (g)(1) of this
section, determine that the creditor provided written notice of the increase in
rates at least 45 days prior to the effective date of the increase. The notice must
be provided after the occurrence of the events described in § 226.9(g)(1)(1) and
(2 (1)(i1) that trigger the imposition of the rate increase (§ 226.9(g)(2)).

w. If a creditor is increasing the rate due to delinquency or default or as a penalty,
determine that the creditor provided the following information on the notice

sent pursuant to § 226.9(g)(1) (§ 226.9(g)(3) 1) (A)):

1. A statement that the delinquency or default rate or penalty rate, as

applicable, has been triggered;

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

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

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

6. Tor a credit card account under an open-end (not home-secured) consumer
credit plan, a statement of no more than four principal reasons for the rate
increase, listed in their order of importance.

For a credit card account under an open-end (not home-secured) consumer
credit plan, if the rate increase required to be disclosed pursuant to paragraph
(2)(1) of this section is an increase pursuant to § 226.55(b)(4) based on the
consumer’s failure to make a minimum periodic payment within 60 days from
the due date for that payment, determine that the notice provided pursuant to
paragraph (g)(1) of this section also states that the increase will cease to apply to
transactions that occurred prior to or within 14 days of provision of the notice,
if the creditor receives six consecutive required minimum periodic payments on
ot before the payment due date, beginning with the first payment due following
the effective date of the increase (§ 226.9(g)(3)(1)(B)).

If a notice required by § 226.9(g)(1) (Increase in rates due to delinguency or default or as
a penalty) is included on or with a periodic statement, determine that the
disclosure described in paragraph (g)(3)(1) is in the form of a table and provided
on the front of any page of the periodic statement, above the notice described in
paragraph (c)(2)(iv) of this section if that notice is provided on the same
statement (§ 226.9(2)(3) (i1) (A)).

If a notice required by § 226.9(g)(1) (increase in rates) is not included on or with
a periodic statement, determine that the information described in § 226.9()(3) (i)
is disclosed on the front of the first page of the notice. Ensure that only
information related to the increase in the rate to a penalty rate is included with
the notice.
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NOTE: This notice may be combined with a notice described in
§§ 226.9(c)(2)(iv) or (g)(4) (A statement indicating to which balances the
delinquency or default rate or penalty rate will be applied) of this section

(§226.9(9)(3) (D) (B))-

aa. Exception for Decreases in the Credit Limit — 1f a creditor does not provide the 45
day notice under § 226.9(g)(1) prior to increasing the rate for obtaining an
extension of credit that exceeds the credit limit, determine that the creditor
provides at least 45 days in advance of imposing the penalty rate a notice, in
writing, that includes (§ 226.9(g)(4)):

1. A statement that the credit limit on the account has or will be decreased.

2. The date on which the penalty rate will apply, if the outstanding balance
exceeds the credit limit as of that date;

3. A statement that the penalty rate will not be imposed on that date, if the
outstanding balance does not exceed the credit limit as of that date;

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

5. A statement indicating to which balances the penalty rate may be applied;
and

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

In addition to this notice, determine that the creditor does not increase the
applicable rate to the penalty rate if the outstanding balance does not exceed
the credit limit on the date set forth in the notice (§ 226.9(g)(4)(i)).

bb. If a notice provided pursuant to § 226.9(g)(4)(1) is included on or with a periodic
statement, determine that the information described in § 226.9(g)(4)(i) is in the
form of a table and provided on the front of any page of the periodic statement

(§ 226.9(g)(#) (D) (A)); or,

cc. If a notice required by § 226.9(g)(4)(i) is not included on or with a periodic
statement, determine that the information described in § 226.9(g)(4)(i) is
disclosed on the front of the first page of the notice. Determine that only
information related to the reduction in credit limit is included with the notice,
except that this notice may be combined with a notice described in
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8§ 226.9(c)(2)(iv) or (2)(1) (§ 226.9() (4)(iii)(B))-

dd. When the consumer is given the right to reject a significant change to an

cc.

tt.

&g

account term prior to the effective date of the change, determine whether the

consumer was given the option to reject the change by notifying the creditor of
the rejection before the effective date of the change (§ 226.9(h)(1)).

If the creditor was notified of the rejection of a significant change to an account
term, determine that the creditor did not:

1. Apply the charge to the account;

2. Impose a fee or charge or treat the account as in default solely as a result of
the rejection; or

3. Require repayment of the balance on the account using a method that is
LESS beneficial to the consumer than one of the following methods:

a. 'The method of repayment for the account on the date on which the
creditor was notified of the rejection;

b. An amortization period of not less than five years, beginning no earlier
than the date on which the creditor was notified of the rejection; or

c. A required minimum periodic payment that includes a percentage of the
balance that is equal to no more than twice the percentage required on
the date on which the creditor was notified of the rejection

(§ 226.9(h)(2)).

NOTE: These requirements do not apply if the creditor has not received the
consumer’s required minimum periodic payment within 60 days after the due
date for that payment and the creditor has provided timely change in terms
disclosures (§ 226.9(h)(3)).

Determine that a statement of the maximum interest rate that may be imposed
during the term of the obligation is made for any loan in which the APR may
increase during the plan (§ 226.30(b)).

For any open-end mortgage loan (credit transaction that is secured by the
principal dwelling of a consumer) that was sold or otherwise transferred or
assigned to the covered person, determine that the covered person notifies the
borrower in writing of such transfer, including (§ 226.39):

1. An identification of the loan that was acquired or transferred;

WKP. REF.
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2. 'The identity, address, telephone number of the new covered person who
owns the mortgage loan;

3. The acquisition date recognized on the books and records of the covered
person;

4. How to reach an agent or party having authority to act on behalf of the
covered person;

5. The location of the place where the transfer of ownership of the debt to the
covered person is recorded (note, however, that if the transfer of ownership
has not been recorded in public records at the time the disclosure is
provided, the covered person complies with this paragraph by stating this
fact); and

6. At the option of the covered person, any other relevant information
regarding the transaction.

NOTE: This notice of sale or transfer must be provided for any consumer
credit transaction that is secured by the principal dwelling of a consumer.
This notification is required even if the loan servicer remains the same.

Disclosure Requirements for Over-the-Limit Transactions § 226.56

a. Determine that the oral, written or electronic “opt-in” notice includes all of the
following applicable items (and not any information not specified in or
otherwise permitted) (§ 226.56(e)(1)):

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

2. APR(s) — Any increased periodic rate(s) (expressed as an APR(s)) that may
be imposed on the account as a result of an over-the-limit transaction.

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

b. Determine that the written notice informing the consumer of the right to revoke
consent following the assessment of an over-the-limit fee or charge describes

that right, including the method(s) by which the consumer may revoke consent
§ 226.56(¢)(2)).
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Reverse Mortgage Forms Review Procedures (Both Open and Closed-End)

a.

Determine that the disclosures required for reverse mortgage transactions are
substantially similar to the model form in Appendix K and include the items

below.

1. A statement that the consumer is not obligated to complete the reverse
mortgage transaction merely because he or she has received the disclosures

or signed an application

2. A good faith projection of the total cost of the credit expressed as a table of
“total annual loan cost rates” including payments to the consumer,
additional creditor compensation, limitations on consumer liability, assumed
annual appreciation, and the assumed loan period

3. Anitemization of loan terms, charges, the age of the youngest borrower,

and the appraised property value

4. An explanation of the table of total annual loan costs rates.

NOTE: Forms that include or involve current transactions, such as change in
terms notices, periodic billing statements, rescission notices, and billing error
communications, are verified for accuracy when the file review worksheets are

completed.

TIMING REQUIREMENTS

7. Review financial institution policies, procedures, and systems to determine, either
separately or when completing the actual file review, whether the applicable
disclosures listed below are furnished when required by Regulation Z. Take into
account products that have different features, such as closed-end loans or credit
card accounts that are fixed or variable rate.

a. Credit card application and solicitation disclosures — On or with the application
(§ 226.5a(b))
b. HELOC disclosures — At the time the application is provided or within three
business days under certain circumstances (§ 226.5b(b)).
c. Open-end credit initial disclosures — Before the first transaction is made under
the plan (§ 226.5(b)(1)).
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d. Verify that the card issuer sends to the cardholder or otherwise makes available
to the cardholder a copy of the cardholder’s agreement in electronic or paper
form no later than 30 days after the issuer receives the cardholder’s request
§ 226.58(e)(1) (i) (B). Determine that the issuer has adequate procedures for
ensuring that this requirement is met.

e. Periodic statement disclosures for open-end credit under § 226.7 — Required if
at the end of a billing cycle the account has a debit or credit balance of $1 or
more or if a finance charge has been imposed (§ 226.5(b)(2)(i)). Also, the
creditor must adopt reasonable procedures designed to ensure that periodic
statements for credit card accounts are mailed or delivered at least 21 days prior
to the payment due date and the date on which any grace period expires (§

226.5(b)(2)(ii)).
f. Statement of billing rights — At least once per year (§ 226.9(a)).

g. Supplemental credit devices — Before the first transaction under the plan
(§ 226.9(b)).

h. Open-end credit change in significant terms as a result of a change in
contractual terms -- 45 days prior to the effective change date (§ 226.9(c)(2)).

1. Open-end change in terms or rates due to delinquency or default or as a penalty
— 45 days prior to the effective change date (§ 226.9(g)).

j.  Finance charge imposed at time of transaction — Prior to imposing any fee

(§ 226.9(d)).

k. Disclosures upon renewal of credit or charge card — 30 days or one billing cycle
whichever is less before the delivery of the periodic statement on which the
renewal fee is charged, or at least 30 days prior to the scheduled renewal date if
the creditor has changed or amended any term required to be disclosed under
§ 226.6(b)(1) and (b)(2) that has not previously been disclosed to the consumer
(§ 226.9(¢)).

bl

1. Change in credit account insurance provider — Certain information 30 days
before the change in provider occurs and certain information 30 days after the
change in provider occurs. The institution may provide a combined disclosure
30 days before the change in provider occurs (§ 226.9(%)).

m. Closed-end credit disclosures — Before consummation (§ 226.17(b)).

n. For disclosures for dwelling-secured transactions subject to RESPA (other than
open-end), multiple timing requirements apply. Determine whether the creditor
provides early disclosures within three business days after receiving the
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consumer’s written application. The creditor is required to deliver or mail the
early disclosures no later than three business days after receiving the consumer’s

application and at least seven business days before consummation

(§§ 226.19(a)(1)(i) and 226.19(a)(2)(i)). If the APR stated in the early disclosures
is not considered accurate under § 226.22 when compared to the APR at
consummation, determine whether the creditor provided corrected disclosures

of all changed terms, including the APR, that the consumer received no later
than the third business day before consummation (§ 226.19(a)(2)(ii)).

Disclosures for transactions subject to § 226.32 — Three business days prior to
consummation. If such disclosures became inaccurate due to a change by the
creditor, ensure that the creditor provided new, accurate disclosures no later

than three business days prior to consummation (§ 226.31(c)(1)).

Disclosures for reverse mortgages — Three days prior to consummation of a
closed-end credit transaction or prior to the first transaction under an open-end

credit plan (§ 226.31(c)(2)).

Disclosures for adjustable-rate mortgages — At least once each year during which
an interest rate adjustment is implemented without an accompanying payment
change, and at least 25, but no more than 120 calendar days before a new
payment amount is due, or in accordance with other variable-rate subsequent-

disclosure regulations issued by a supervisory agency (§ 226.20(c)).

Notice of new creditor (§ 226.39) — On or before the 30th calendar day

following the acquisition.

For private education loans subject to Subpart I, determine that

1. Application or solicitation disclosures were provided on or with any
application or solicitation § 226.46(d)(1)(i);

2. Approval disclosures were provided before consummation on or with any
notice of approval provided to the consumer) § 226.46(d)(2); and

3. Final disclosures (determine that disclosures were provided after the
consumer accepts the loan and at least three business days prior to
disbursing the private education loan funds) § 226.48.

Determine that the issuer provides a written over-the-limit notice prior to the
assessment of any over-the-limit fee or charge on a consumer’s account

(§ 226.56(d)(1)(0)).
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u. Determine that, if a consumer consents to the card issuet’s payment of any
over-the-limit transaction by oral or electronic means, the card issuer provides
the required written notice immediately prior to obtaining that consent

(§ 226.56(d)(1)(ii)).

v. Determine that the notice confirming the consumer’s consent is provided no
later than the first periodic statement sent after the consumer has consented to
the card issuer’s payment of over-the-limit transactions. In no case may the
creditor assess an over-the-limit fee on the consumert’s account without first
providing written confirmation (§ 226.56(d)(2)).

w. Determine that the notice providing the consumer notice in writing of the right
to revoke consent following the assessment of an over-the-limit fee or charge is
provided on the front of any page of each periodic statement that reflects the
assessment of an over-the-limit fee or charge on a consumer’s account

(§ 226.56(d)(3)).

x. For home-equity plans subject to the requirements of § 226.5b, whenever any
term required to be disclosed under § 226.6(a) is changed or the required
minimum periodic payment is increased, determine that the creditor mails or
delivers written notice of the change to each consumer who may be affected.
Determine that the notice is mailed or delivered at least 15 days prior to the
effective date of the change. If the change has been agreed to by the consumer,
determine that the notice is given before the effective date of the change
(§226.9()(D®)-

y.  Notice to restrict credit. For home-equity plans subject to the requirements of
§ 2206.5b, if the creditor prohibits additional extensions of credit or reduces the
credit limit pursuant to § 226.5b(£)(3)(i) or (f)(3)(vi), determine that the creditor
mails or delivers written notice of the action to each consumer who will be
affected not later than three business days after the action is taken and contains
specific reasons for the action. If the creditor requires the consumer to request
reinstatement of credit privileges, determine that the notice states that fact

(§ 226.9(c) (1) (iii)).
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ELECTRONIC DISCLOSURES

8. Assess compliance for an institution’s electronic disclosure requirements.

E-Sign Act

a.

Disclosures may be provided to the consumer in electronic form, subject to
compliance with the consumer consent and other applicable provisions of the
Electronic Signatures in Global and National Commerce Act (E-Sign Act) (15
USC 7001 et seq.). The E-Sign Act does not mandate that institutions or
consumers use or accept electronic records or signatures. It permits institutions
to satisfy any statutory or regulatory requirements by providing the information
electronically after obtaining the consumer’s affirmative consent. Before
consent can be given, consumers must be provided with the following
information:

1. Any right or option to have the information provided in paper or non-
electronic form;

2. The right to withdraw the consent to receive information electronically and
the consequences, including fees, of doing so;

3. 'The scope of the consent (for example, whether the consent applies only to
a particular transaction or to identified categories of records that may be
provided during the course of the parties’ relationship);

4. 'The procedures to withdraw consent and to update information needed to
contact the consumer electronically; and

5. The methods by which a consumer may obtain, upon request, a paper copy
of an electronic record after consent has been given to receive the
information electronically and whether any fee will be charged.

The consumer must consent electronically or confirm consent electronically in a
manner that “reasonably demonstrates that the consumer can access
information in the electronic form that will be used to provide the information
that is the subject of the consent.” After the consent, if an institution changes
the hardware or software requirements such that a consumer may be prevented
from accessing and retaining information electronically, the institution must
notify the consumer of the new requirements and must allow the consumer to

WKP. REF.
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c. If the financial institution makes its disclosures available to consumers in
electronic form, determine that the forms comply with the appropriate sections
—§226.5(a)(1); § 226.52(a)(2)(v); § 226.5b(a)(3); § 226.15(b); § 226.16(c);
§226.17(2)(1); § 226.17(g); § 226.19(c); § 226.23(b)(1); § 226.24(d) and

§ 226.31(b).

d. Card issuers may provide credit card agreements in electronic form under
§ 226.58(d) and (e) without regard to the consumer notice and consent
requirements of section 101(c) of the E-Sign Act (§ 226.58(%)).

ANNUAL REPORT TO THE BOARD § 226.57

a. If the card issuer was a party to one or more college credit card agreements in
effect at any time during a calendar year, verify that the card issuer submits to
the Board an annual report regarding those agreements in the form and manner
prescribed by the Board (§ 226.57(d)(1)).

Note that a college credit card agreement is any business, marketing, or
promotional agreement between a card issuer and an institution of higher
education (or an affiliated alumni organization or foundation) in connection
with which credit cards are issued to college students at that institution of higher

education (§ 226.57(a)(5)).

b. The annual report to the Board must include the following (§ 226.57(d)(2)):

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

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

3. A copy of any memorandum of understanding in effect at any time during
the period covered by the report between the card issuer and an institution
of higher education or affiliated organization that directly or indirectly
relates to the college credit card agreement or that controls or directs any
obligations or distribution of benefits between any such entities;
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4. 'The total dollar amount of any payments pursuant to a college credit card
agreement from the card issuer to an institution of higher education or
affiliated organization during the period covered by the report, and the
method or formula used to determine such amounts;

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

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

If the card issuer is subject to reporting, determine if the card issuer submits its
annual report for each calendar year to the Board by the first business day on or
after March 31 of the following calendar year. (However, card issuers must
submit the first report following the effective date of this section, providing
information for the 2009 calendar year, to the Board by February 22, 2010.)

(§ 226.57(d)(3))

The Submission of Agreements to the Board § 226.58(c)

WKP. REF.

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

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

2. 'The credit card agreements that the card issuer offered to the public as of
the last business day of the preceding calendar quarter that the card issuer
has not previously submitted to the Board;

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

4. Notification regarding any credit card agreement previously submitted to
the Board that the issuer is withdrawing, as described in § 226.58(c)(4) and
©0O).

b. Verify that, for the first two submissions on February 22, 2010 and August 2,
2010, quarterly submissions are sent to the Board no later than the first
business day on or after January 31, April 30, July 31, and October 31 of each
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c. Verify that the first submission is sent to the Board no later than February 22,

2010.

d. Verify that the first submission contains the credit card agreements that the card
issuer offered to the public as of December 31, 2009 § 226.58(c)(2).

e. Verify that the next submission is sent to the Board no later than August 2,

2010, and contains:

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

2. Any credit card agreement previously submitted to the Board that was
amended after December 31, 2009, and on or before June 30, 2010, as

described in § 226.58(c)(3); and

3. Notification regarding any credit card agreement previously submitted to the
Board that the issuer is withdrawing as of June 30, 2010, as described in

§ 226.58(c)(4) and (c)(5).

f. If a credit card agreement that previously has been submitted to the Board is
amended, verify that the card issuer submits the entire amended agreement to
the Board by the first quarterly submission deadline after the last day of the
calendar quarter in which the change became effective § 226.58(c.)(3).

Note that, if a credit card agreement has been submitted to the Board, the
agreement has not been amended and the card issuer continues to offer the
agreement to the public, no additional submission regarding that agreement is

required.

g. If a card issuer no longer offers to the public a credit card agreement that
previously has been submitted to the Board, ensure that the card issuer notifies
the Board by the first quarterly submission deadline after the last day of the
calendar quarter in which the issuer ceased to offer the agreement (§

226.58(c)(4)).

NOTE: A card issuer is not required to submit any credit card agreements to the
Board if the card issuer had fewer than 10,000 open credit card accounts as of
the last business day of the calendar quarter (§ 226.58(c)(5)(1)).
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If an issuer that previously qualified for the de minimis exception ceases to
qualify, determine that the card issuer begins making quarterly submissions to
the Board no later than the first quarterly submission deadline after the date as
of which the issuer ceased to qualify (§ 226.58(c)(5)(ii)).

If a card issuer that did not previously qualify for the de minimis exception
qualifies for the de minimis exception, determine that the card issuer continues
to make quarterly submissions to the Board until the issuer notifies the Board
that the card issuer is withdrawing all agreements it previously submitted to the

Board (§ 226.58(c)(5) (i)

A card issuer is not required to submit to the Board a credit card agreement if,
as of the last business day of the calendar quarter, the agreement is offered for
accounts under one or more private label credit card plans each of which has
fewer than 10,000 open accounts and is not offered to the public other than for
accounts under such a plan (§ 226.58(c)(6)(0)).

NOTE: A private label credit card is one that is usable only at a single merchant
or affiliated group of merchants. A private label credit card plan is all private
label credit card accounts issued by a particular issuer with credit cards usable at
the same single merchant or affiliated group of merchants (§ 226.58(b)(7)).

If an agreement that previously qualified for the private label credit card
exception ceases to qualify, determine that the card issuer submits the
agreement to the Board no later than the first quarterly submission deadline
after the date as of which the agreement ceased to qualify (§ 226.58(c)(0)(ii)).

If an agreement that did not previously qualify for the private label credit card
exception qualifies for the exception, determine that the card issuer continues to
make quarterly submissions to the Board with respect to that agreement until
the issuer notifies the Board that the agreement is being withdrawn

(§ 226.58(c) (6) (ii)-

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

(§ 226.58(c)(7)(1)).

WKP. REF.
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m. If an agreement that previously qualified for the product testing exception
ceases to qualify, determine that the card issuer submits the agreement to the
Board no later than the first quarterly submission deadline after the date as of
which the agreement ceased to qualify (§ 226.58(c)(7)(i1)).

n. If an agreement that did not previously qualify for the product testing exception
qualifies for the exception, determine that the card issuer continues to make
quarterly submissions to the Board with respect to that agreement until the
issuer notifies the Board that the agreement is being withdrawn

(§ 226.58(c)(7) i)

o. Verify that each agreement contains the provisions of the agreement and the
pricing information in effect as of the last business day of the preceding
calendar quarter (§ 226.58(c)(8)(1)(A)).

p. Verify that agreements do not include any personally identifiable information
relating to any cardholder, such as name, address, telephone number, or account

number (§ 226.58(c)(8) (i) (B)).

q. Verify that agreements are presented in a clear and legible font

(§ 226.58(c)(8)(H(D))-

r.  Verify that pricing information is set forth in a single addendum to the
agreement that contains only the pricing information (§ 226.58(c)(8)(ii) (A)).

Note that, with respect to information other than the pricing information that
may vary between cardholders depending on creditworthiness, state of
residence, or other factors, issuers may, but are not required to, include that
information in a single addendum (the optional variable terms addendum) to the

agreement separate from the pricing addendum.

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

ranging from 13 percent to 19 percent) (§ 226.58(c)(8)(1i)(B)).

t. If a rate included in the pricing information is a variable rate, verify that the
issuer identifies the index or formula used in setting the rate and the margin

(§ 226.58(c)(8)(ii) (C)).
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u. If rates vary from one cardholder to another, verify that the issuer discloses such
rates by providing the index and the possible margins (such as the prime rate
plus 5 percent, 8 percent, 10 percent, or 12 percent) or range of margins (such
as the prime rate plus from 5 to 12 percent) (§ 226.58(c)(8)(i1)(C)). (Note that
the value of the rate and the value of the index are not required to be disclosed

V.

(§ 226.58(c)(8)(ii) (C)).

Determine that issuers do not provide provisions of the agreement or pricing
information in the form of change-in-terms notices or riders (other than the
pricing information addendum and the optional variable terms addendum)

(§ 226.58(c)(8)(iv)).

w. Determine that changes in provisions or pricing information are integrated into
the text of the agreement, the pricing information addendum or the optional

The Posting of Agreements Offered to the Public § 226.58(d)

a.

variable terms addendum, as appropriate (§ 226.58(c)(8)(iv)).

Determine that the card issuer posts and maintains on its publicly available
website the credit card agreements that the issuer is required to submit to the
Board under § 226.58(c) (§ 226.58(d)(1)).

With respect to an agreement offered solely for accounts under one or more
private label credit card plans (and the issuer does not post and maintain the
agreements on its publicly available website), determine that the issuer posts and
maintains the agreement on the publicly available website of at least one of the
merchants where cards issued under each private label credit card plan with
10,000 or more open accounts may be used (§ 226.58(d)(1)).

Verify that agreements posted pursuant to § 226.58(d) conform to the form and
content requirements for agreements submitted to the Board specified in

§ 226.58(c)(8) (§ 226.58(d)(2)).

Determine that agreements are posted in an electronic format that is readily
usable by the general public (§ 226.58(d)(3)).

Verify that agreements are placed in a location on its website that is prominent
and readily accessible by the public and accessible without submission of
personally identifiable information (§ 226.58(d)(3)).
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f.  Determine that the card issuer updates the agreements posted on its website at
least as frequently as the quarterly schedule required for submission of
agreements to the Board under § 226.58(c) (§ 226.58(d)(4)).

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

The Posting of Agreements for “Open” Accounts § 226.58(e)

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

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

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

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

1. Using the issuer’s website (such as by clicking on a clearly identified box to
make the request); and § 226.58(e)(1)(1i) (A)

2. Calling a readily available telephone line the number for which is displayed
on the issuer’s Web site and clearly identified as to purpose

(§ 226.58(e)(1) (i) (B) and (e)(2)).
c. If an issuer does not maintain a website from which cardholders can access
specific information about their individual accounts determine that the issuer

makes agreements available upon request by providing the cardholder with the

ability to request a copy of the agreement by calling a readily available telephone
line the number for which is (§ 226.58(e)(2)):

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

2. Included on each periodic statement sent to the cardholder and cleatly
identified as to purpose.
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Verity that the card issuer sends to the cardholder or otherwise make available
to the cardholder a copy of the cardholder’s agreement in electronic or paper
form no later than 30 days after the issuer receives the cardholder’s request

(§226.58(e)(H) i) (B))-

Determine that agreements posted on the card issuer’s website or made available
upon the cardholder’s request conform to the form and content requirements
for agreements submitted to the Board specified in § 226.58(c)(8)

(§ 226.58(e)(3)(i)).

If the card issuer posts an agreement on its website or otherwise provides an
agreement to a cardholder electronically, verify that the agreement is posted or
provided in an electronic format that is readily usable by the general public and
is placed in a location that is prominent and readily accessible to the cardholder
(§ 226.58(e)(3)(i1)).

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

persons (§ 226.58(e)(3)(ii1)).

Determine that agreements posted or otherwise provided set forth the specific
provisions and pricing information applicable to the particular cardholder

(§ 226.58(e)(3)(iv)).

Determine that provisions and pricing information are complete and accurate as
of a date no more than 60 days prior to:

1. The date on which the agreement is posted on the card issuer’s website
under § 226.58(e)(1)(1);

2. The date the cardholdet’s request is received under § 226.58(e)(1)(ii) or
©2) (§ 226.58(e)(3)(iv)).
Note that card issuers may provide credit card agreements in electronic form
under § 226.58(d) and (e) without regard to the consumer notice and
consent requirements of section 101(c) of the Electronic Signatures in
Global and National Commerce Act (E-Sign Act) (15 USC 7001 et seq.) (§
226.58(t)).

WKP. REF.
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9. For open- and closed-end loans, sample advertising copy, including any electronic
advertising, since the previous examination and verify that the terms of credit are
accurate, clear, balanced, and conspicuous. If triggering terms are used, determine
that the required disclosures are made (§§ 226.16 and 226.24).

a. For advertisements for closed-end credit:

1. If a rate of finance charge was stated, determine that it was stated as an

APR.

2. If an APR will increase after consummation, verify that a statement to that

fact is made.

3. Determine whether there are deceptive or misleading statements or

practices.

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

1. On the campus of an institution of higher education;

2. Near the campus of an institution of higher education; or

3. Atan event sponsored by or related to an institution of higher education

(§ 226.57(c)).

c. Ifan open-end credit advertisement refers to an APR as “fixed” (or similar
term), determine 1) that the advertisement also specifies a time period that the
rate will be fixed and 2) that the rate will not increase during that period.

d. If an open-end credit advertisement used the word “fixed” or a similar word and
no time period is specified in which the rate will be fixed, determine that the rate
will not increase while the plan is open § 226.16 (f).

e. For any advertisement of an open-end (not home-secured) plan, if any annual
percentage rate that may be applied to the account is an introductory rate,
determine that the term introductory or intro is in immediate proximity to each
listing of the introductory rate (§ 226.16(g)(3)).
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For any advertisement of an open-end (not home-secured) plan, if any annual
percentage rate that may be applied to the account is a promotional rate,
determine that the following information is stated in a clear and conspicuous
manner in the advertisement (§ 226.16(g)(4)):

1. When the promotional rate will end; and,

ii.  The annual percentage rate that will apply after the end of the promotional
period.

NOTE: If such rate is variable, determine that the annual percentage rate
complies with the accuracy standards in §§ 226.5a(c)(2), 226.5a(d)(3),
226.5a(e)(4), or 226.16(b)(1)(ii), as applicable. If such rate cannot be
determined at the time disclosures are given because the rate depends at
least in part on a later determination of the consumer’s creditworthiness,
determine that the advertisement discloses the specific rates or the range
of rates that might apply. Further, If the rate is stated in a written or
electronic advertisement, determine that the information in §§ 226.16
(@@ (@) and (g)(4)(ii) are stated in a prominent location closely proximate
to the first listing of the promotional rate.

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

§ 226.5b, determine that the deferred interest period is stated in a clear and
conspicuous manner in the advertisement. If the phrase “no interest” or similar
term regarding the possible avoidance of interest obligations under the deferred
interest program is stated, determine that the term “if paid in full” is also stated
in a clear and conspicuous manner preceding the disclosure of the deferred
interest period in the advertisement. If the deferred interest offer is included in a
written or electronic advertisement, determine that the deferred interest period
and, if applicable, the term “if paid in full” are stated in immediate proximity to
each statement of “no interest,” “no payments,” “deferred interest,” “same as
cash,” or similar term regarding interest or payments during the deferred interest

period (§ 226.16(h)(3)).

If any deferred interest offer is advertised for an open-end account not subject
to § 226.5b, determine that the (h)(4)(i) and (h)(4)(ii) language (of § 226.16(h)(4))
is stated in the advertisement and is similar to Sample G—24 in Appendix G. If
the deferred interest offer is included in a written or electronic advertisement,
determine that this information is stated in a prominent location closely
proximate to the first statement of “no interest,” “no payments,” “deferred
interest,” “same as cash,” or similar term regarding interest or payments during

WKP. REF.
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the deferred interest period (§ 226.16(h)(4)).
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TRANSACTIONAL TESTING

NOTE: When verifying APR accuracies, use the OCC’s APR calculation model or
other calculation tool acceptable to your regulatory agency.

10.  Review the financial institution’s closed-end and open-end transactions to ensure

accuracy and completeness.

Closed-End Credit Transactional Testing Procedures

a. For each type of closed-end loan being tested, determine the accuracy of the
disclosures by comparing the disclosures to the contract and other financial

institution documents (§ 226.17).

b. Determine whether the required disclosures were made before consummation
of the transaction and ensure the presence and accuracy of the items below, as

applicable (§ 226.18).

1. Amount financed

Finance charge

2
3.
4. APR
5

dwelling or with terms of one year or less:

Effects of the increase

A P )

Circumstances which permit rate increase

Hypothetical example of new payment terms

Limitations on the increase (periodic or lifetime)

Itemization of the amount financed (RESPA GFE may substitute)

Variable rate verbiage as follows for loans not secured by a principal

10. Payment schedule including amount, timing and number of payments.

11. Total of payments.
12. Total sales price (credit sale)

13. Description of security interest
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14. Credit life insurance premium included in the finance charge unless:

15. Insurance is not required; and

16. Premium for the initial term is disclosed; and

17. Consumer signs or initials an affirmative written request for the insurance

18. Property insurance available from the creditor excluded from the finance
charge if the premium for the initial term of the insurance is disclosed

19. Required deposit.

Determine for adjustable rate mortgage loans with maturities of more than one
year that the required early and subsequent disclosures are complete, accurate,
and timely. Early disclosures required by § 226.19(a) are verified during the
closed-end credit forms review. Subsequent disclosures should include the items

below, as applicable (§ 226.20(c)).

Current and prior interest rates

Index values used to determine current and prior interest rates

1.
2
3. Extent to which the creditor has foregone an increase in the interest rate
4

Contractual effects of the adjustment (new payment and loan balance)

5. Payment required to avoid negative amortization.

NOTE: The accuracy of the adjusted interest rates and indexes should be verified by
comparing them with the contract and early disclosures. Refer to the Additional
Variable Rate Testing section of these examination procedures.

d. Determine, for each type of closed-end rescindable loan being tested, the
appropriate number of copies of the rescission notice are provided to each
person whose ownership interest is or will be subject to the security interest.

The rescission notice must disclose the items below (§ 226.23(b)(1)).
1. Security interest taken in the consumer’s principal dwelling

2. Consumer’s right to rescind the transaction

3. How to exercise the right to rescind, with a form for that purpose,

designating the address of the creditor’s place of business

4. Effects of rescission

5. Date the rescission period expires.

Exam Date:

Prepared By:

Reviewed By:

Docket #:

1305P.66

Examination Handbook

April 2011

Office of Thrift Supervision



Truth in Lending
Program

WKP. REF.

e. Ensure funding was delayed until the rescission period expired (§ 226.23(c)).

f.  Determine if the institution has waived the three-day right to rescind since the
previous examination. If applicable, test rescission waivers (§ 226.23(e)).

g. Determine whether the maximum interest rate in the contract is disclosed for
any adjustable rate consumer credit contract secured by a dwelling (§ 226.30(a)).

h. For private student loans with a right to cancel, review cancellation requests to
determine if they were properly handled (§ 226.47(c)).

Certain Home Mortgage Transactions Subject to Subpart E

a. Determine whether the financial institution originates consumer credit
transactions subject to Subpart E of Regulation Z; specifically, certain closed-
end home mortgages (high-cost mortgages (§ 226.32), reverse mortgages (§
226.33), and “higher-priced mortgage loans” (§ 226.35). (Examiners may use the
attached worksheet as an aid for identifying and reviewing high-cost mortgages.)

b. In addition to reviewing high-cost mortgages and reverse mortgages for
compliance with requirements in other subparts of Regulation Z (for example,
disclosure timing requirements under § 226.19(a)), review such mortgages to
ensure the following:

1. Required disclosures are provided to consumers in addition to, not in lieu
of, the disclosures contained in other subparts of Regulation Z

(§ 226.31(a)).

2. Disclosures are clear and conspicuous, in writing, and in a form that the
consumer may keep (§ 226.31(b)).

3. Disclosures are furnished at least three business days prior to
consummation of a mortgage transaction covered by § 226.32 or a closed-
end reverse mortgage transaction (or at least three business days prior to
the first transaction under an open-end reverse mortgage) (§ 226.31(c)).

4. Disclosures reflect the terms of the legal obligation between the parties
(§ 226.31(d)).

5. If the transaction involves more than one creditor, that only one creditor
provided the disclosures. Where the obligation involves multiple
consumers, ensure that the disclosures were provided to any consumer
who is primarily liable on the obligation. Further, for rescindable
transactions, verify that the disclosures were provided to each consumer
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C.

who has the right to rescind (§ 226.31(e)).

6. The APR is accurately calculated and disclosed in accordance with the

requirements and within the tolerances allowed in § 226.22 (§ 226.31(g)).

For high-cost mortgages (§ 226.32), ensure that, in addition to other required
disclosures, the creditor discloses the following at least three business days prior
to consummation: [See model disclosure at App. H-10]

1.
2.
3.

Notice containing the prescribed language (§ 226.32(c)(1)).
APR (§ 226.32(c)(2)).

Amount of regular loan payment and the amount of any balloon payment.
The disclosed regular payment should be treated as accurate if it is based on
an amount borrowed that is deemed accurate under § 226.32(c)(5)

(§ 226.32(c)(3)).

For variable rate loans, a statement that the interest rate and monthly
payment may increase, and the amount of the single maximum monthly
payment allowed under the contract (§ 226.32(c)(4)).

For a mortgage refinancing, the total amount the consumer will borrow (the
face amount) and if this amount includes premiums or other charges for
optional credit insurance or debt-cancellation coverage, that fact is stated.
This disclosutre should be treated as accurate if within $100 of the actual
amount borrowed (§ 226.32(c)(5)).

A new disclosure is required if, subsequent to providing the additional
disclosure but prior to consummation, there are changes in any terms that
make the disclosures inaccurate. For example, if a consumer purchases
optional credit insurance and, as a result, the monthly payment differs from
the payment previously disclosed, re-disclosure is required and a new three-
day waiting period applies (§ 226.31(c)(1)(D)).

If a creditor provides new disclosures by telephone when the consumer
initiates a change in terms, then at consummation (§ 226.31(c)(1)(ii)):

— The creditor must provide new written disclosures and both parties
must sign a statement that these new disclosures were provided by
telephone at least three days prior to consummation.

If a consumer waives the right to a three-day waiting period to meet a bona
fide personal financial emergency, the consumer’s waiver must be a dated
written statement (not a pre-printed form) describing the emergency and

WKP. REF.
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bearing the signature of all entitled to the waiting period (a consumer can
walve only after receiving the required disclosures and prior to
consummation) (§ 226.31(c)(1)(iii)).

d. High-cost mortgage transactions (§ 226.32) do not provide for any of the
following loan terms:

1.

7.

Balloon payment (if term is less than 5 years, with exceptions)

(§ 226.32(d)(1) (i) and (ii)).
Negative amortization (§ 226.32(d)(2)).

Advance payments from the proceeds of more than 2 periodic payments

(§ 226.32(d)(3)).
Increased interest rate after default (§ 226.32(d)(4)).

A rebate of interest, arising from a loan acceleration due to default,
calculated by a method less favorable than the actuarial method

(§ 226.32(d)(5)).

Prepayment penalty, unless:
e it will not apply after the two-year period following consummation;

e it will not apply if the source of prepayment funds is a refinancing by
the creditor or an affiliate of the creditor;

e the consumer’s total monthly debt payments (including amounts owed
under mortgage), at consummation, is 50 percent or less of the

consumer’s monthly gross income (as verified in accordance with
section § 226.34(a)(4)(ii)); and

e The amount of the periodic payment of principal or interest or both
may not change during the four-year period following consummation

(§§ 226.32(d)(6) and § 226.32(d)(7)).

A due-on-demand clause permitting the creditor to terminate the loan in
advance of maturity and accelerate the balance, with certain exceptions

(§ 226.32(d)(8)).

e. 'The creditor is not engaged in the following acts and practices for high-cost
mortgages:

WKP. REF.
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Home improvement contracts — paying a contractor under a home
improvement contract from the proceeds of a mortgage unless certain
conditions are met (§ 226.34(a)(1)).

Notice to assignee — selling or otherwise assigning a high-cost mortgage
without furnishing the required statement to the purchaser or assignee

(§ 226.34(2)(2)).

Refinancing within one year of extending credit — within one year of making
a high-cost mortgage (§ 226.32), a creditor may not refinance any high-cost
mortgage to the same borrower into another high-cost mortgage that is not
in the borrower’s interest. This also applies to assignees that hold or service
the high-cost mortgage. Commentary to 34(a)(3) has examples applying the
refinancing prohibition and addressing “borrower’s interest”

(§ 226.34(2)(3)).

f.  For higher-priced mortgage loans (§ 226.35), ensure that the loan terms do not
provide for a prepayment penalty, unless:

1.
2.

The penalty is otherwise permitted by law, including § 226.32(d)(6);
The penalty will not apply after the two-year period following

consummation;

The source of prepayment funds is a refinancing by the creditor or an
affiliate of the creditor; and

The amount of the periodic payment of principal or interest or both may
not change during the four-year period following consummation

(§ 226.35(b)).

For higher-priced mortgage loans secured by a first lien on a principal dwelling
escrow accounts are established before consummation for property taxes and
premiums for mortgage-related insurance required by the creditor.

For both high-cost (§ 226.32) and higher-priced mortgages (§ 226.35), review for
the following:

1.

Ensure the subject loans are not being extended based on the consumer’s
collateral without regard to repayment ability, including the consumet’s
current and expected income, current obligations, mortgage related
obligations, assets other than collateral, and employment.

WKP. REF.
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2. Review underwriting standards to ensure the creditor bases its
determination of repayment ability on current or reasonably expected
income from employment or other sources, on assets other than the
collateral, or both.

3. Determine that a creditor verifies amounts of income or assets that it relies
on to determine repayment ability, including expected income or assets, by
the consumer’s Internal Revenue Service Form W-2, tax returns, payroll
receipts, financial institution records, or other third party documents that
provide reasonably reliable evidence of the consumer’s income or assets.

4. To establish whether a presumption of compliance applies, determine
whether a creditor verifies the consumer’s current obligations by:

1. verifying repayment ability as described above;

ii.  determining the consumer’s repayment ability by using the largest
payment of principal and interest in the first seven years following
consummation, taking into account current and mortgage-related
obligations; and

iii. assessing the consumer’s repayment ability taking into account at least
one of the following: the ratio of total debt obligations to income, or
the income the consumer will have after paying debt obligations.

5. Evasion of requirements — Ensure that the creditor does not structure a
high-cost or higher-priced mortgage loan as an open-end plan (“spurious
open-end credit”) to evade the requirements of Regulation Z. See staff
commentary to 34(b) for factors to be considered (§ 226.34(b)).

1. The following are prohibited acts or practices in connection with credit
secured by a consumet’s principal dwelling. § 226.306:

1. Coercion of Appraiser — For consumer credit secured by a
consumer’s principal dwelling, review files (and specific consumer
complaints not reflected in files) to determine if there is
misrepresentation of the value of a consumet’s principal dwelling.

i.  Ensure that the creditor or (mortgage broker), affiliate of a
creditor or mortgage broker has not directly or indirectly
coerced, influenced, or otherwise encouraged an appraiser to
misstate or misrepresent the value of a consumer’s principal

dwelling.
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ii. Determine if the creditor knew, at or before loan
consummation, of a violation of the appraiser coercion
prohibition. If so, verify that the creditor acted with reasonable
diligence to determine that the appraisal in question does not
materially misstate or misrepresent the value of the consumer’s
principal dwelling.

2. Loan Servicing Practices — For a consumer credit transaction secured
by a consumer’s principal dwelling, determine if loan servicer:

. Failed to credit a conforming payment to the consumer’s loan
account as of the date of receipt, where the delay in crediting
resulted in a charge to the consumer or in the reporting of
negative information to a credit reporting agency;

ii. Imposed on the consumer any late fee or delinquency charge in
connection with a payment, when the only delinquency was
attributable to late fees or delinquency charges assessed on an
earlier payment, and the payment is otherwise a full payment for
the applicable period and is paid on its due date or within any
applicable grace period; or

iii.  Failed to provide, within a reasonable time after receiving a
request from the consumer or person acting on behalf of the
consumet, an accurate statement of the total outstanding
balance that would be required to satisfy the consumer’s
obligations in full as of a specific date. A reasonable time under
most circumstances would be to provide the statement within 5

business days, unless refinance application volume is unusually
high.

Open-End Credit Transactional Testing Procedures

a.

For each open-end credit product tested, determine the accuracy of the
disclosures by comparing the disclosure with the contract and other financial
institution documents (§ 226.5(c)).

Review the financial institution’s policies, procedures, and practices to determine
whether it provides appropriate disclosures for creditor-initiated direct mail
applications and solicitations to open charge card accounts, telephone
applications and solicitations to open charge card accounts, and applications and
solicitations made available to the general public to open charge card accounts
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c. Determine for all home equity plans with a variable rate that the APR is based
on an independent index. Further, ensure home equity plans are terminated or
terms changed only if certain conditions exist (§ 226.5b(f)).

d. Determine that, if any consumer rejected a home equity plan because a disclosed
term changed before the plan was opened, all fees were refunded. Verify that
non-refundable fees were not imposed until three business days after the
consumer received the required disclosures and brochure (§ 226.5b(g) and (h)).

e. Review consecutive periodic billing statements for each major type of open-end
credit activity offered (overdraft and home-equity lines of credit, credit card
programs, etc.). Determine whether disclosures were calculated accurately and
are consistent with the initial disclosure statement furnished in connection with
the accounts (or any subsequent change in terms notice) and the underlying
contractual terms governing the plan(s).

f. Determine whether the consumer was given notice of the right to reject the
significant change, with the exception of:

1. Anincrease in the required minimum periodic payment,

2. A change in the APR,

3. A change in the balance computation method necessary to comply with
§ 226.54, which sets forth certain limitations on the imposition of finance
charges as a result of a loss of a grace period, or

4. When the change results from the creditor not receiving the required
minimum periodic payment within 60 days after the due date for that

payment (§ 226.9(c)(2)(iv)(B)).

g. Determine that the creditor did not increase the rate applicable to the
consumer’s account to the penalty rate if the outstanding balance did not exceed

the credit limit on the date set forth in the notice (§ 226.9(g)).

h. Determine, for each type of open-end rescindable loan being tested, the
appropriate number of copies of the rescission notice are provided to each
person whose ownership interest is or will be subject to the security interest and
perform the procedures 12, 13, and 14 under Closed-End Credit section

(§ 226.15(b), (c) and (e)).
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Additional variable rate testing - Verify that when accounts were opened or
loans were consummated that loan contract terms were recorded correctly in the
financial institution’s calculation systems (e.g., its computer). Determine the
accuracy of the following recorded information:

1. Index value,

2. Margin and method of calculating rate changes,
3. Rounding method, and

4. Adjustment caps (periodic and lifetime).

Using a sample of periodic disclosures for open-end variable rate accounts (e.g.,
home equity accounts) and closed-end rate change notices for adjustable rate
mortgage loans:

1. Compare the rate-change date and rate on the credit obligation to the
actual rate-change date and rate imposed.

2. Determine that the index disclosed and imposed is based on the terms of

the contract (example: the weekly average of one-year Treasury constant
maturities, taken as of 45 days before the change date) (§§ 226.7(g) and
226.20(c)(2)).

3. Determine that the new interest rate is correctly disclosed by adding the
correct index value with the margin stated in the note, plus or minus any

contractual fractional adjustment (§§ 226.7(g) and 226.20 (c)(1)).

4. Determine that the new payment disclosed (§ 226.20(c)(4)) was based on
an interest rate and loan balance in effect at least 25 days before the
payment change date (consistent with the contract) (§ 226.20(c)).

Crediting a Consumer’s Account § 226.10

a.

Ensure that the creditor credits payment to a consumet’s account as of the date
of receipt, except when a delay in crediting does not result in a finance charge or
other charge (§ 226.10(a)).

If a creditor specifies requirements for payments, determine that they are
reasonable and allow most consumers to make conforming payments (§

226.10(b)).

WKP. REF.
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c. Ifa creditor specifies, on or with the periodic statement, requirements for the
consumer to follow in making payments, but accepts a payment that does not
conform to the requirements, determine that the payment is credited within five
days of receipt (§ 226.10(b)(4)).

d. If the creditor sets a cut-off time for payments to be received by mail, by
electronic means, by telephone, or in person, verify that the cut-off time is 5
p.m. or later on the payment due date at the location specified by the creditor
for the receipt of such payments (§ 226.10(b)(2)(ii)).

e. For in-person payments on a credit card account under an open-end (not home-
secured) consumer credit plan at a financial institution branch or office that
accepts such payments, a card issuer shall not impose a cut-off time earlier than
the close of business for any such payments made in person at any branch or
office of the card issuer at which such payments are accepted. However, a card
issuer may impose a cut-off time earlier than 5 p.m. for such payments, if the
close of business of the branch or office is earlier than 5 p.m. (§ 226.10(b)(3)(1)).

f.  If a creditor fails to credit a payment as required and imposes a finance or other

charge, ensure that the creditor credits the charge(s) to the consumer’s account
during the next billing cycle (§ 226.10(c)).

g. If (due to a weekend or holiday, for example) a creditor does not receive or
accept payments by mail on the due date for payments, determine that the
creditor treats as timely a payment received on the next business day (§

226.10(d)(1)).

(NOTE: If a creditor accepts or receives payments made on the due date by a
method other than mail, such as electronic or telephone payments, the creditor
is not required to treat a payment made by that method on the next business day
as timely.)

h. For credit card accounts under an open-end (not home-secured) consumer
credit plan, determine that the creditor does not impose a separate fee to allow
consumers to make a payment by any method, such as mail, electronic, or
telephone payments, unless such payment method involves an expedited service
by a customer service representative of the creditor (§ 226.10(e)).

1. If a card issuer makes a material change in the address for receiving payments or
procedures for handling payments, and such change causes a material delay in
the crediting of a payment to a consumet’s account during the 60-day period
following the date on which such change took effect, ensure that the card issuer
does not impose any late fee or finance charge for a late payment on the credit
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card account during the 60-day period following the date on which the change
took effect (§ 226.10(f)).

Treatment of Credit Balances, Account Termination § 226.11

a.

Determine the institution’s treatment of credit balances. Specifically, if the

account’s credit balance is in excess of $1, the institution must take the actions
below (§ 226.11).

1. Credit the amount to the consumet’s account; and
2. Either:

1. Refund any part of the remaining credit balance within seven business
days from receiving a written request from the consumer; or

ii.  If no written request is received and the credit remains for more than
six months, make a good faith effort to refund the amount of the
credit to the consumer by cash, check, money order, or credit to a
deposit account of the consumer if the credit remains for more than
six months. No further action is required if the consumer’s current
location is not known to the creditor and cannot be traced through
the consumer’s last known address or telephone number.

Determine that institution has not terminated an account prior to its expiration
date solely because the consumer did not incur a finance charge. However, a
creditor is not prohibited from closing an account that, for three consecutive
months, no credit has been extended (such as by purchase, cash advance, or
balance transfer) and the account has had no outstanding balance (§ 226.11(b)).

Determine that, for credit card accounts under an open-end (not home-secured)
consumer credit plan, the card issuer has adopted reasonable written policies and
procedures designed to ensure that an administrator of an estate of a deceased
account holder can determine the amount of and pay any balance on the account
in a timely manner (§ 226.11(c)(1)(@)).

NOTE: This does not apply to the account of a deceased consumer if a joint
account holder remains on the account.

Ensure that, upon request by the administrator of an estate, the card issuer
provides the administrator with the amount of the balance on a deceased
consumer’s account in a timely manner (§ 226.11(c)(2)(1)).

WKP. REF.
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NOTE: Providing the amount of the balance on the account within 30 days of
receiving the request is deemed to be timely.

Verify that, after receiving a request from the administrator of an estate for the
amount of the balance on a deceased consumer’s account, the card issuer does
not impose any fees on the account (such as a late fee, annual fee, or over the-
limit fee) or increase any annual percentage rate, except as provided by
§ 226.55(b)(2) (i.e., due to the operation of an index) (§ 226.11(c)(3)(1)).

Determine that, if payment in full of the disclosed balance, pursuant to

paragraph 226.11(c)(2), is received within 30 days after disclosure, the card issuer

walves or rebates any additional finance charge due to a periodic interest rate

(§ 226.11(c)(3) (i)

WKP. REF.

Special Credit Card Provisions and Billing Error Resolution §§ 226.12 and 13)

a.

Repayment disclosures. Review a sample of billing error resolution files and a
sample of consumers who have asserted a claim or defense against the financial
institution for a credit card dispute regarding property or services. Verify the
tfollowing (§§ 226.12 and 226.13)).

1. Credit cards are issued only upon request;
. Liability for unauthorized credit card use is limited to $50;

iii.  Disputed amounts are not reported delinquent unless remaining unpaid
after the dispute has been settled;

iv.  Offsetting credit card indebtedness is prohibited; and

v.  Errors are resolved within two complete billing cycles.

Ability to Make the Required Minimum Payments § 226.51

a.

Determine that the card issuer does not open a credit card account for a
consumer under an open-end (not home-secured) consumer credit plan, or
increase any credit limit applicable to such account, unless the card issuer
considers the ability of the consumer to make the required minimum periodic
payments under the terms of the account based on the consumer’s income or
assets and current obligations (§ 226.51(a)(1)(1)).
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b. Verify that the card issuer establishes and maintains reasonable written policies
and procedures to consider a consumer’s income or assets and current
obligations. Reasonable policies and procedures to consider a consumer’s ability
to make the required payments include a consideration of at least one of the

following:

1. The ratio of debt obligations to income;

2. The ratio of debt obligations to assets; or

3. The income the consumer will have after paying debt obligations.

Confirm that the card issuer does not issue a credit card to a consumer who does
not have any income or assets, and that the creditor does not issue a credit card
without reviewing any information about a consumer’s income, assets, or current

obligations (§ 226.51(a)(1)(i).

(Note that a card issuer may consider the consumer’s income or assets based on
information provided by the consumer, in connection with the credit card
account or any other financial relationship the card issuer or its affiliates has with
the consumer, subject to any applicable information-sharing rules, and

information obtained through third parties, subject to any applicable

information-sharing rules. A card issuer may also consider information obtained
through any empirically derived, demonstrably and statistically sound model that
reasonably estimates a consumer’s income or assets. See Regulation Z

Commentary, § 226.51(a)(1-4)).

Determine that the card issuer uses a reasonable method for estimating the

minimum periodic payments the consumer would be required to pay under the
terms of the account (§ 226.51(2)(2)(1)).

A card issuet’s estimate of the minimum periodic payment is compliant (i.e.,

receives the benefit of a safe harbor) if it uses the following method

§ 226.51(2)(2)(ii)):

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

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

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

purchases; and

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

account.

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

1. submit a written application; and

2. possess an independent ability to make the required minimum periodic
payments on the proposed extension of credit in connection with the
account under § 226.51(b)(1)(1) or provide a signed agreement of a cosigner,
guarantor, or joint applicant who is at least 21 years old and who has the
ability to make the required minimum periodic payments on such debts, to
be either jointly or secondarily liable for any debt on the account incurred by
the consumer before the consumer has attained the age of 21 pursuant to

§ 226.51(b)(1)(ii)(A) and (B).

g. If a credit card account has been opened for a consumer less than 21 years old
with a cosigner, guarantor, or joint applicant pursuant to § 226.51(b)(1)(ii),
determine that the issuer does not increase the credit limit on such account
before the consumer attains the age of 21 unless the cosigner, guarantor, or joint
accountholder who assumed liability at account opening agrees in writing to

assume liability on the increase (§ 226.51(b)(2)).

Fees Charged During the First Year of a Credit Card Account and Limitations on

Fees § 226.5

a. During the first year after the opening of a credit card account under an open-
end (not home-secured) consumer credit plan, determine whether the card issuer
required the consumer to pay covered fees in excess of the 25 percent of the
credit limit at the time of the account opening (§ 226.52(a)).
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Covered fees include fees:

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

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

3. The consumer is required to pay to engage in transactions using the
account, such as:

a.

b.

Cash advance fees;

Balance transfer fees;

Foreign transaction fees;

Fees for using the account for purchases; and

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

b. Fees not covered by this limitation include:

1. Late payment fees, over-the-limit fees, and returned-payment fees; or

2. TFees that the consumer is not required to pay with respect to the account,
such as:

a.

b.

C.

d.

An expedited payment fee;
Fees for optional services like travel insurance;
Fees for reissuing a lost or stolen card; or

Statement reproduction fees.

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

Ensure that the card issuer does not impose a fee for violating the terms or
other requirements of a credit card account under an open-end (not home-
secured) consumer credit plan unless the dollar amount of the fee is consistent

with §§ 226.52(b)(1) and (b)(2) (§ 226.52(b)).

Determine that a card issuer imposes a fee for violating the terms or other
requirements of a credit card account under an open-end (not home-secured)
consumer credit plan only if the dollar amount of the fee is consistent with

either § 226.52(b)(1)(i) or § 226.52(b)(1)(ii) (§ 226.52(b)(1)).
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t.  Cost determination. A card issuer may impose a fee for a particular violation (e.g.,
late payment) if the card issuer has determined that the fee represents a
reasonable proportion of the total costs incurred by the issuer as a result of that
type of violation. If a card issuer is relying on a cost determination instead of the
safe harbors (see below), review (§ 226.52(b)(1)(1)):

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

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

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

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

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

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

NOTE: If as a result of the reevaluation the card issuer determines that a
higher fee represents a reasonable proportion of the total costs incurred by
the card issuer as a result of that type of violation, the card issuer may begin
imposing the higher fee after complying with the notice requirements in

§ 226.9 (§ 226.52(b)(1)(0).

g Safe harbors. A card issuer may impose a fee for violating the terms or other
requirements of the account if the dollar amount of the fee does not exceed

(§226.52(b)(1)(ii) (A) - (©)):
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1. For the first violation of a particular type, $25.00;
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2. For an additional violation of the same type during the next six billing cycles,

$35.00; or

3. When a card issuer has not received the required payment for two or more
consecutive billing cycles for a charge card account that requires payment of
outstanding balances in full at the end of each billing cycle, three percent of

the delinquent balance.

NOTE: The dollar amounts in paragraphs 1 and 2 above will be adjusted
annually by the Board to the extent that changes in the Consumer Price
Index warrant an increase or decrease of a whole dollar.

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

the violation § 226.52(b)(2)(1)(A).

Determine that a card issuer does not impose a fee for violating the terms or
other requirements of a credit card account under an open end (not home-
secured) consumer credit plan when there is no dollar amount associated with
the violation. For purposes of § 226.52(b)(2)(1), there is no dollar amount

associated with the following violations (§ 226.52(b)(2)(1)(B)):

1. Transactions that the card issuer declines to authorize;

2. Account inactivity; and

3. The closure or termination of an account.

Determine that the card issuer does not impose more than one fee for violating
the terms or other requirements of a credit card account under an open-end (not
home-secured) consumer credit plan based on a single event or transaction

(§ 226.52(b)(2)(i)).

Allocation of Credit Card Payments in Excess of the Minimum § 226.53

a. Determine whether, when a consumer makes a payment in excess of the

required minimum periodic payment, the card issuer allocates the excess

amount:

3. Tirst to the balance with the highest annual percentage rate, and
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4. Any remaining portion to the other balances in descending order based on
the applicable annual percentage rate.

b. For balances on a credit card account subject to a deferred interest or similar
program, determine whether the card issuer allocated any amount paid by the
consumer in excess of the required minimum periodic payment:

1. Consistent with the general requirement discussed in (a) above, except that,
during the two billing cycles immediately preceding expiration of the
deferred interest period, the excess amount must have been allocated first to
the balance subject to the deferred interest or similar program and any
remaining portion allocated to any other balances; or

2. In the manner requested by the consumer.

Loss of a Grace Period § 226.54

a. Determine whether the card issuer imposed finance charges as a result of the
loss of a grace period on a credit card account under an open-end (not home-
secured) consumer credit plan based on:

1. Balances for days in billing cycles that precede the most recent billing cycle,
a prohibited practice; or

2. Any portion of a balance subject to a grace period that was repaid prior to
the expiration of the grace period (§ 226.54).

b. With respect to the prohibition in a.2 above, issuers are not required to follow
any specific methodology, but an issuer is in compliance if it applies the
consumer’s payment to the balance subject to the grace period and calculates
interest charges on the amount of the balance that remains unpaid.

Exceptions: This rule does not apply to adjustments to the finance charge as a
result of:

1. The resolution of a dispute under § 226.12, unauthorized use, or § 226.13,
billing error; or

2. The return of a payment.

Exam Date:
Prepared By:
Reviewed By:
Docket #:

Office of Thrift Supervision April 2011 Examination Handbook 1305P.83



Truth in Lending
Program

WKP. REF.

Limitations on Increasing Annual Percentage Rates, Fees, and Charges § 226.55

a. With respect to a credit card account under an open-end (not home-secured)
consumer credit plan, determine that the card issuer did not increase an APR or
fee or charge required to be disclosed under § 226.6(b)(2)(ii) (fee for issuance or
availability (e.g., an annual fee)), (b)(2)(iii) (fixed finance charge or minimum
interest charge), or (b)(2)(xii) (fee for required insurance, debt cancellation, or
debt suspension coverage), unless as permitted by one of the six exceptions:

1. Temporary rate exception;

2. Variable rate exception;

3. Advance notice exception;

4. Delinquency exception;

5. Workout and temporary hardship arrangement; and

6. Servicemembers Civil Relief Act exception (§ 226.55(a)-(b)).

b. To assess whether the temporary rate exception applies (§ 226.55(b)(1)),
determine whether:

1. The card issuer increased the APR upon the expiration of a specified period
of six months or longer; and

2. Prior to the commencement of that period, the card issuer disclosed in
writing to the consumer, in a clear and conspicuous manner, the length of
the period and the annual percentage rate that would apply after expiration
of the period.

c. If the temporary rate exception applies, determine that the card issuer:

1. Did not apply an APR to transactions that occurred prior to the period that
exceeds the APR that applied to those transactions prior to the period;

2. Provided the required notice, but did not apply an APR (to transactions that
occurred within 14 days after provision of the notice) that exceeds the APR
that applied to that category of transactions prior to provision of the notice;
and

3. Did not apply an annual percentage rate to transactions that occurred during
the period that exceeds the increased annual percentage rate.
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d. If the variable rate exception applies (§ 226.55(b)(2)), determine that the card
issuer did not increase an annual percentage rate unless:

1. The increase in the annual percentage rate is due to an increase in the index;
and

2. The annual percentage rate varies according to an index that is not under
the card issuet’s control and is available to the general public. NOTE: For
purposes of qualifying under this exception, an index is under the card
issuer’s control if the card issuer applies a minimum rate or floor below
which the rate cannot decrease. A maximum rate or ceiling set by the issuer
would qualify for this exception.

e. If the advance notice exception applies (§ 226.55(b)(3), determine that the card

issuer:

1. Did not apply that increased APR, fee, or charge to transactions that
occurred prior to provision of the notice;

2. Did not apply the increased APR, fee, or charge to transactions that
occurred prior to or within 14 days after provision of the notice; and

3. Did not increase the APR, fee, or charge during the first year after the
account is opened.

f.  If the delinquency exception applies (§ 226.55(b)(4)), determine that the card

issuer:

1. Disclosed in a clear and conspicuous manner in the required notice a
statement of the reason for the increase, and

2. Will cease the increase if the card issuer receives six consecutive required
minimum periodic payments on or before the payment due date, beginning
with the first payment due following the effective date of the increase.

g. If the delinquency exception applies and the card issuer received six consecutive
required minimum periodic payments on or before the payment due date
beginning with the first payment due following the effective date of the increase,
determine that the card issuer reduces any APR, fee, or charge (increased
pursuant to the delinquency exception) to the original APR, fee, or charge that
applied prior to the increase with respect to transactions that occurred prior to
or within 14 days after provision of the required notice.
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h.

If the workout and temporary hardship arrangement exception applies
(§ 226.55(b)(5), determine that:

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

2. Upon the completion or failure of the arrangement, the card issuer did not
apply to any transactions that occurred prior to commencement of the
arrangement an APR, fee, or charge that exceeds the APR, fee, or charge
that applied to those transactions prior to commencement of the
arrangement.

If the Servicemembers Civil Relief Act exception applies (§ 226.55(b)(6)),
determine that the card issuer increased the APR only after 50 USC app. 527 no
longer applied. Further, determine that the issuer did not apply to any
transactions that occurred prior to the decrease an APR that exceeded the APR
that applied to those transactions prior to the decrease.

For protected balances (§ 226.55(c)), determine that the card issuer did not
require repayment using a method that is less beneficial to the consumer than
one of the following methods:

1. The method of repayment for the account before the effective date of the
increase;

2. An amortization period of not less than five years, beginning no eatlier than

the effective date of the increase; or

3. A required minimum periodic payment that includes a percentage of the

balance that is equal to no more than twice the percentage required before
the effective date of the increase.

Requirements for Over-the-Limit Transactions § 226.56

WKP. REF.

a. Determine that, if two or more consumers are jointly liable on a credit card
account under an open-end (not home-secured) consumer credit plan, the card
issuer treats the affirmative consent of any of the joint consumers as affirmative
consent for that account. Similarly, determine that the card issuer treats a
revocation of consent by any of the joint consumers as revocation of consent
for that account (§ 226.56(f)).
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b. Notwithstanding a consumer’s affirmative consent to a card issuet’s payment of
over-the-limit transactions, determine that the card issuer does not (§ 226.56())):

c. Impose more than one over-the-limit fee or charge on a consumer’s credit card
account per billing cycle, and, in any event, only if the credit limit was exceeded
during the billing cycle. In addition, the card issuer may not impose an over-the-
limit fee or charge on the consumer’s credit card account for more than three
billing cycles for the same over-the-limit transaction where the consumer has not
reduced the account balance below the credit limit by the payment due date for
either of the last two billing cycles.

1. Impose an over-the-limit fee or charge solely because of the card issuer’s
failure to promptly replenish the consumer’s available credit following the
crediting of the consumer’s payment.

2. Condition the amount of a consumet’s credit limit on the consumer
affirmatively consenting to the card issuer’s payment of over-the-limit
transactions if the card issuer assesses a fee or charge for such service.

3. Impose an over-the-limit fee or charge for a billing cycle if a consumer
exceeds a credit limit solely because of fees or interest charged by the card
issuer (defined as charges imposed as part of the plan under § 226.6(b)(3))
to the consumer’s account during that billing cycle.

Reevaluation of Rate Increases § 226.59

a. Ifa card issuer increases an APR that applies to a credit card account under an
open-end (not home-secured) consumer credit plan, based on the credit risk of
the consumer, market conditions, or other factors, or increased such a rate on
or after January 1, 2009, and 45 days’ advance notice of the rate increase is
required pursuant to § 226.9(c)(2) or (g), determine that the card issuer (§
226.59(a)(1)):

1. Evaluates the factors described in § 226.59(d); and

2. Based on its review of such factors, reduces the APR applicable to the
consumer’s account, as appropriate.

b. If a card issuer is required to reduce the rate applicable to an account pursuant
to § 226.59(a)(1), determine that the card issuer reduces the rate not later than
45 days after completion of the evaluation described in § 226.59(a)(1)

(§ 226.59(2)(2) ).
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Note that any reduction in an APR required pursuant to § 226.59(a)(1) of this
section shall apply to (§ 226.59(a) (2)(i1)):

1. Any outstanding balances to which the increased rate described in
§ 226.59(a)(1) has been applied; and

2. New transactions that occur after the effective date of the rate reduction
that would otherwise have been subject to the increased rate.

Determine that the card issuer has reasonable written policies and procedures in
place to conduct the review described in § 226.59(a) (§ 226.59(b)).

Determine that a card issuer that is subject to § 226.59(a) conducts the review
described in § 226.59(a)(1) not less frequently than once every six months after
the rate increase (§ 226.59(c)).

Except as provided in § 226.59(d)(2), determine that the card issuer reviews
either (§ 226.59(d)(1)):

1. The factors on which the increase in an APR was originally based; or

2. The factors that the card issuer currently considers when determining the
APRs applicable to similar new credit card accounts under an open-end (not
home-secured) consumer credit plan.

For rate increases imposed between January 1, 2009 and February 21, 2010,
determine that an issuer considers the factors described in § 226.59(d) (1) (ii)
when conducting the first two reviews required under § 226.59(a), unless the
rate increase subject to § 226.59(a) was based solely upon factors specific to the
consumet, such as a decline in the consumer’s credit risk, the consumer’s
delinquency or default, or a violation of the terms of the account

(§ 226.59(d)(2)).

If an issuer increases a rate applicable to a consumet’s account pursuant to

§ 226.55(b)(4) based on the card issuer not receiving the consumer’s required
minimum periodic payment within 60 days after the due date, note that the
issuer is not required to perform the review described in § 226.59(a) prior to the
sixth payment due date after the effective date of the increase. However, if the
APR applicable to the consumet’s account is not reduced pursuant to

§ 226.55(b)(4)(i1), determine that the card issuer performs the review described
in § 226.59(a). Determine that the first such review occurs no later than six
months after the sixth payment due following the effective date of the rate
increase (§ 226.59(e)).

WKP. REF.
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h. The obligation to review factors described in §§ 226.59(a) and (d) ceases to
apply (§ 226.59(f)):

1. If the issuer reduces the APR applicable to a credit card account under an
open-end (not home-secured) consumer credit plan to the rate applicable
immediately prior to the increase, of, if the rate applicable immediately prior
to the increase was a variable rate, to a variable rate determined by the same
formula (index and margin) that was used to calculate the rate applicable
immediately prior to the increase; or

2. 1If the issuer reduces the APR to a rate that is lower than the rate described
in § 226.59(f)(1) of this section.

1. Except as provided in § 226.59(g)(2), § 226.59 applies to credit card accounts
that have been acquired by the card issuer from another card issuer

(§ 226.59(g)).

j. Determine that a card issuer that complies with this section by reviewing the
factors described in § 226.59(d)(1)(1) reviews the factors considered by the card
issuer from which it acquired the accounts in connection with the rate increase

(§ 226.59(g)(1)).

k. If, not later than six months after the acquisition of such accounts, a card issuer
reviews all of the credit card accounts it acquires in accordance with the factors
that it currently considers in determining the rates applicable to its similar new
credit card accounts (§ 226.59(g)(2)):

1. Except as provided in § 226.59(g) (2)(iii), determine that the card issuer
conducts reviews described in § 226.59(a) of this section for rate increases
that are imposed as a result of its review under this paragraph.

2. Except as provided in § 226.59(g)(2)(iii), note that the card issuer is not
required to conduct reviews in accordance with § 226.59(a) of this section
for any rate increases made prior to the card issuer’s acquisition of such
accounts.

NOTE: If as a result of the card issuet’s review, an account is subject to, or
continues to be subject to, an increased rate as a penalty, or due to the
consumer’s delinquency or default, the requirements of § 226.59(a) of this
section apply.
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Servicemembers Civil Relief Act exception: Note that the requirements of § 226.59 do
not apply to increases in an APR that was previously decreased pursuant to the
Servicemembers Civil Relief Act (50 USC app. 527), provided that such a rate

increase is made in accordance with § 226.55(b)(6) (§ 226.59(h)(1)).

Charged off accounts exception: Note that the requirements of § 226.59 do not apply
to accounts that the card issuer has charged off in accordance with loan-loss

provisions (§ 226.59(h)(2)).

NOTE: Appendix G to part 226 is amended by revising Forms G-10(B), G-
10(C), G- 10(E), G-17(B), G-17(C), G-18(B), G-18(D), G-18(F), G-18(G), G-
20, G-21, G-22, G- 25(A), and G-25(B).

11.  If there is noncompliance involving understated finance charges or understated
APRs subject to reimbursement under the FFIEC Policy Guide on Reimbursement
(policy guide):

a.

Document the date on which the administrative enforcement of the TILA
policy statement would apply for reimbursement purposes by determining the

date of the preceding examination.

If the noncompliance involves indirect (third-party paper) disclosure errors and
affected consumers have not been reimbursed.

Prepare comments, discussing the need for improved internal controls to be
included in the report of examination.

Notify your supervisory office for follow up with the regulator that has primary
responsibility for the original creditor.

If the noncompliance involves direct credit:

Make an initial determination whether the violation is a pattern or practice.

b. Calculate the reimbursement for the loans or accounts in an expanded sample of
the identified population.

c. Estimate the total impact on the population based on the expanded sample.
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d. Inform management that reimbursement may be necessary under the law and
the policy guide, and discuss all substantive facts including the sample loans and
calculations.

e. Inform management of the financial institution’s options under section 130 of
the TILA for avoiding civil liability and of its option under the policy guide and
section 108 (e)(6) of the TILA for avoiding a regulatory agency’s order to
reimburse affected borrowers.

PROGRAM CONCLUSIONS

1. Summarize the findings, supervisory concerns and regulatory violations.

2. For the violations noted, determine the root cause by identifying weaknesses in
internal controls, audit and compliance reviews, training, management oversight, or
other factors. Determine whether the violation(s) are repetitive or systemic.

3. Identify action needed to correct violations and weaknesses in the institution’s
compliance system.

4, Discuss findings with the institution’s management and, if necessary, obtain a
commitment for corrective action.

5. Record violations according to agency policy in the EDS/ROE system to facilitate
analysis and reporting.
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