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Session Objectives

e By the end of the session, participants on the
conference call will be able to:

— Explain the rationale for the Credit CARD Act of 2009.

— Describe the timeline for implementation of the major
provisions of the act.

— Explain major provisions of the Act to participants in the
context of financial education training or individual
counseling/coaching sessions.




Session Rationale

 Most provisions became effective on February 22nd.

* Many people you serve have credit cards and should
know about these changes.

e Core piece of keeping our knowledge about
Consumer Rights and Responsibilities current.



Trends in the Credit Card Industry
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Trends in Credit Card Use

 Transactions volume as a
share of total outstanding
loans has been rising,
suggesting more households
are using their cards for

convenience.

e |n addition, consumers have
recently begun paying off a
smaller share of their
balances, but this share is
still high by historical

standards.

Source: Board of Governors
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Credit Quality Has Deteriorated

Delinguencies at Commercial Banks

Percent
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Source. Call Repaort.

Charge-Offs at Commercial Banks
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The fraction of credit card
loans that are more than 30
days past due is higher than
In recent years.

The fraction of credit card
loans that were charged off
has risen to pre-bankruptcy-
reform levels.

Source: Board of Governors
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Trends in Credit Card Profitability

The sources of revenues and
expenses have not changed
significantly over the past
five years.

Expenses are roughly
equally distributed among
the cost of funds, charge-
offs and operations.

The bulk of revenues come
from interest payments.

Source: Board of Governors
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Credit Availability has Declined

Tightening Standards in Credit Cards
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A large fraction of banks
continue to report
tightening credit card
standards.

Roughly 45 percent reported
having lowered credit limits
for credit card customers.

Source: Board of Governors
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The Relation Between the Credit CARD
Act and Regulation Z

Regulation Z operationalizes the Credit CARD Act.

Regulation Z, however, broader than the Credit CARD
Act.

Final rulings on Regulation Z and implementation of
the Credit CARD Act were released on January 12,
20009.

This session will focus on the Credit CARD Act.



Credit CARD Act of 2009

e Official title is: Credit Card Accountability
Responsibility and Disclosure Act of 2009

 Provisions of the act fall into the following
categories:
— Consumer Protection
— Protection of Young Consumers
— Miscellaneous Provisions
— Enhanced Consumer Disclosures




Timeline for Implementation

May 22, 2009—Credit Card Act of 2009 (H.R. 627)
signed into law by President Obama.

August 20, 2009— Provisions of the act that require
consumers to received 45 days’ advance notice of
interest rate increases or any significant changes in
terms became effective.

February 22, 2010—Most provisions of the act
became effective.

August 22, 2010—Two provisions that deal with
addressing the “reasonableness and proportionality
of penalty fees and charges” and re-evaluation of rate

increases will become effective.




Provisions Effective August 20, 2009

Credit card bills must be sent 21 days
before the due date.

Credit card issuers must provide 45 day
advance notice of changes to interest
rates, other fees or any other terms of
significance in writing.



Provisions Effective August 20, 2009

e Credit card issuers do not have to
provide 45 day advance notice for:

— Introductory rates that have expired and reverted
to the previously disclosed “go to” rate

— Variable rates that are tied to indices

— Rate increases that result from a workout
agreement and payments have not been made as
agreed




Provisions Effective February 22, 2010

e Consumer Protection
e Miscellaneous Provisions

e Protection of Young Consumers

e Enhanced Consumer Disclosures



Consumer Protections

 Credit card issuers may not change interest rates

during first 12 months with four exceptions:

— Variable rate tied to an index
— 60 days late in paying bill
— Workout agreement not being followed

— Introductory rate previously disclosed to change after
introductory period

e Promotional APRs (annual percentage rates)
must be at least 6 months long unless the
Federal Reserve identifies exceptions




Consumer Protections

* Credit card issuers may not increase the interest rate
on pre-existing balances.

e Payments made by the consumer above the
minimum payment must be applied to the balance
with the highest rate of interest.

* Prohibition on rate increases due to late payments
unless the minimum payment is more than 60 days
late.




Consumer Protections

Credit card issuers may no longer use double cycle billing.

Ability to repay must be evaluated before opening a new
account or increasing credit limits.

Over the limit fees cannot be applied unless an individual has
“opted-in” to allow banks to process transactions that would
take the individual over his/her credit limit.

— Only one over the limit fee per billing cycle

Caps on high-fee cards (annual fees or application fees).
These cannot total more than 25% of the initial credit limit.

Credit card payments received by 5 p.m. on the date due are
on time.




Miscellaneous Provisions

 Enhance penalties for Issuer Violations.
e Limits deceptive marketing for “free” credit reports.

 Requires a number of studies, reports and
regulations.




Protections for Young Consumers

* College seniors graduated with an average of $4,100
in credit card debt. This is up from a reported
average of $2,900 four years ago.

 One out of five college seniors reported carrying
credit card balances of greater than $7,000.

Source: How Undergraduate Students Use Credit Cards: Sallie Mae’s study of usage
rates and trends, 2009



Protections for Young Consumers

e People under 21 can only open credit cards if:

— there is a co-signer over 21 or

— the consumer submits financial information showing that
he/she has the capacity to pay independently (he/she has
sufficient income)

* |ncreases in the credit limits must include
authorization from co-signer.




Protections for Young Consumers

 The Act limits prescreened offers to young people
and requires transparency and public disclosure of
affinity arrangements or contracts between

universities and credit card issuers for the purposes
of marketing credit cards.

e Credit card issuers are prohibited from offering

tangible items to induce students to apply for credit
cards.



Enhanced Consumer Disclosures

 [nternet posting of credit card agreements.

e Simplification of credit card disclosures.



Enhanced Consumer Disclosures

 Disclosures in billing statements. Billing statements
must be easier to understand and will have to
include a variety of new disclosures:

Year-to-date totals of interest and fees
Interest charged by the type of transaction
Information about the APR being used

The effect of minimum-only payments including total repayment
time.

The monthly payment amount necessary to eliminate the debt
within 36 months.

A toll free number where consumers can get information about
accessing credit counseling and debt management services.




New
Disclosure
Box
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G-17(B) Account-Opening Sample

Interest Rates and Interest Charges

Annual Percentage Rate
[(APR]} for Purchases

8.99%

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

APR for Balance Transfers

15.98%

This APR will vary with the market based on the Prime Rate

APR for Cash Advances

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

Penalty APR and When it
Applies

28.20%

Thiz APR may be applied to your acoaunt if yau

1] Make a late payment;

2} CGo over your credit limit twice in & six-menth peried,

3} Make a payment that is returmned; ar

4} Do any of the above on another account that you have with us

How Long Will the Penalty APR Apply?: IT your APRs are increased Tor any of thesa
reascns, the Penalty APR will apply until you make six consecutive minimum payments
when due,

Paying Interest

Your due date is at least 25 days after the close of each billing cycle. We will not charge
wou any interest on purchases if you DAy your entire balance by the due date each manth
We will begin charging interest an cash advances and balancea transfers on the transaction
date

Minimum Interest Charge

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

For Credit Card Tips fram
the Federal Reserve Board

To learn more about factors to consider when applying for or using a credit card, visit the
website of the Federal Resenye Board at http:liwww. federalreserve.goulereditcard .

Fees

Annual Fee

None

Transaction Fees
= Balance Transfer
+« Cash Advance

= Foreign Transastion

Either 5 or 3% of the amount of each transfer, whichewver is greater {maximum fee: $100)
Either 86 or 3% of the armount of each cash advance, whichaver is greater

2% af each transadction in LS, dollars

Penalty Fees

= Late Payrment

= Qwer-the-Credit Limit

o Returned Payment

$29 if balance s less than or equal ta 1,000
335 If balance iz more than $1,000

329
335

Other Fees

« Required Account
Frotectar Flan

$0.79 par $100 of balance at the and of each statermant period  Seea back for dalails

How We Will Caleulate Your Balance: We use a method called "average daily balanze (including new purchaszes) "
See your aceount agree ment Tar morne details

Billing Rights: Intarrmatian an yaur fghts ta dispote transactinns and himw In evemiaes thnee aghts = peesdcie o in yalr

account agreement



XXX Bank Credit Card Account Statement
Besaunt Mumbar X000 X00E XEXE XXKX
February 21, 2012 to March 22, 2042

Prindciss Balanca =EE5OT New Balsnoe

Paymants 45000 Minimum BT Bua

Ciher Credis -513.45 Payrrosnst Cium Dt

Purchases +523 57 =

Balance Transfers +5TE5.00 Labey Payment Warningx [ we donol recsse your minimum
Cash Advanees +~£318 00 el Bry The dalé Bt aEra | s iy Pulivia 10 Py & 35
Past Due Amount +50.00 Ime fes and your AFRE may b ncneesed up to e Panalty
Faas Crar gad 305 | | APR 12895

It Civargud Minkmum Payment Waminge # you make only the minimum

How Balance

Credit lrmet I o mrakon e “ou wall pay of the
Mymiable cradi wchetional changes il hacmrs e
Staternant clasing date 4 using this cam and this staterment in
° ° Daysin biling cycie SR TN YOU Dy [1E< T/
QUESTIONS? e e i 10 yunrs
Cail Cuslomer Senvica phe el
Lol o Stodan Creadit Cand 2232
L 3 ywre (Banaaga=d 1 053]

I you would ke information abost crodit counseing sorvces,
cll =B 00 R

a I I l I e Please send biling inquines and correspondence la
PO o XXXK Apy

T ANEREN OO

ni Changes io Yo

The falcwing i= & summssry of dhanges lhel ares being made o your account bems. For mone detaied niormebon, plesss
FRRar LN BOnkSE SN S Wil NS Stateman

Thase changes will impact your account as follows:

Tniactians mads on of Slleg 4002 A of SN2, any changes 1o APRS s cibed balos will &nply 10 B Inen sedions
Transactions mads belore 402 Curent APRS will corbirusa o apply o thds ransacions

¥ I i fii v B P i WS case, &y ching s o APRts descibe d balos

H v e aire ac being chargad 3 hidtver Pan sty APR for ourchaies:
p a g E 1 will not go into affact a this tma. Thasa changes wil ga into efect whan e Fenally APR no longer apphas b your account

Revised Terms, as of 510012
APR for Purchases | 18 ogte

Rafaranca Numbar Dascription of Transaction or Cracit Ampund
S5881AEESOREIWEY M Siors #1 0205
054 34 0000 Z0WT WL Hlona 82 s12n
S5541 86070 5R 0¥ DoX Slore #3 453
554 3 TR0 CANGONM] Eilora ©i4 F1495
O5AIOTIE L YMREPTAL Slors #5 &7 35
54 JI0TF 3BOA0TS Pymi Thank You $450.00-

[iransachion s continuad on nex pagsl

NOTICE: SEE REWERZE SIDE FOR INPORTANT [NFORMATION

P e e o e i e . 0 i e et

Arccount Numbsr: EXXK KXEX XEXK XXX
Now Balance §1.784.53

Minimum Faymant Dus 3300

Faymant Dus Datn anmoAz

- e —

XEX Bark
FO Box XERX
A regbovn, Anyatabe XX

A0 Do Do 00 Dol s Lol Diai i) )
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Periodic Statement
Sample

page 2
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Reforancs Number
54891561 B45HOEHD
LR =T L E L e
BE58408551551B84KOH
16T 1558180a 585 ANKL
15 THI 20T 4 TV ik d
SOGA4B0ANENIAELEDFID
A AT RATEEHDHLID &
TO4TSE0 D0 564
25845810231 841003315
3554 1ETIIRASDIN
ZENIAITMASDSATH
IFE10341TE4 1043788
ST EATI4S1RBTEETA
B4561 521561815054
312891 5205648805
085184784136 153450
OSITHIOMEH0BT15AF
0554894 13216B480F
SBEA SE1 S5 4 RSOV
S54897 4591 ADSE15E

95751 SE4EASFOY 54500
FHE SR OERN D
24151 SE4SADSET 45H

2HE480 561804575 16L

KXX Bank Gredit Cand Account Statement
ABecaunt Mumbar X000 30000 MK RXHK
Fabruary 21, 2012 to March Z2, 2042

Trars Data  Past Dats Dascription of Transaoon o Srodkt
g -] Efore 85
Fore) A o Hy
g 23T Some 88
A 22T Rone B3
426 1] Cash Advanca
L] -} o #11)
2 ¥ Eislmnca: Transder
i = Cash Advance
s ) an =1L ]
an Az Soe 812
E =] Soe il
az Ll Sore #14
k1] s Shon 13
k] nz Sone #15
A iz Stome @6
R ans Soe M7
W15 T Some 0d
afe anr Sone 815
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g i o #21
Fams
3 i | Lila Fag
25 226 Cash Advance Fes
227 e Balanea Transer Fag
24 238 Cash Advance Fea
TOTAL FEEE FOR THIS PERICD
Interest Chargad
Intarast Charga on Fosmhazne
Inleresd Charga on Cas S o
TOTAL INTEREST FOR THIE PERIOD
012 Totals Yaar-to-Data
Tt baaes charged in 20132 54014
Tolal interas! cheged in 2012 L4 | e

312479
1150
s3za7
sTa3.00
$196.50
51476

378
51245

$135
51345=
625 00

£7.34
S1l =4
52424

58.7d
S14.Z3
52376

83500
300
32335
3550
BHEAL

LT T
458
510.89

Intorest Charge Calculation

Wongr Auniiial Percandags Rata [APR) i€ tha annual inlarest male on o afocunt

Typa of Balanee
Purchases

Cath Afvances
Balance Transinrs

(vl = variahie Rata

Balancs Subjsct o

Anvisal Paceitage Rata [APR) Irdarast Raa
14 B9 (v £202 14
21,004 (w1 $245350
0.00% $637 50
S

Il adas Chag
.31
4.58
000
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Enhanced Consumer Disclosures

MAHA

COMMUNITY | RESEARCH
SUPERVISION | DEVELOPMENT | & DATA

BANKING

PUBLICATIONS | EDUCATION (CONSUMER
B RESOURCES | RESOURCES | PROTECTION

About the Community
Development Department

-

http://www.kansascityfed.org/creditcards/

Contact Community
Development

bResearch
b Proceedings & Presentations
pResources

Publications

b Events

Board of Governors of the Federal Reserve System

Consumer
Information

Home > Consumer information

Credit Card Repayment Calculator @ St | Exosia

Welcome to the Federal Reserve's Credit Card Repayment Calculator. Based on the information you provide. the calculator will give you an estimate of how
long it will take you to pay off your credit card balance. The calculator assumes

» you make no more charges: and
« you make only the minimum payment each month

A second calculation can help you develop a plan for paying off your balance sooner

Home »»> Community Development »>»

Other Resources »»» Credit Cards

Navigating the Credit Card Process

Credit cards are a fact of life for most consumers today. Used wisely, they offer convenience and flexibility
Managing your credit card use can help prevent soaring account balances and extra interest payments. The
Federal Reserve has prepared a list of tips and a shortvideo to help consumers get the most from their credit
cards: by paying on time, staying below the credit limit, paying maore than the minimum each month, avoiding
unnecessary fees, and watching for changes in the terms of the account

"5 Tips for Getting the Most from Your Credit Card,"
| English, PDF | Espafial, html |

=1 Watch the video (English)

Mare Helpful Infarmation about Credit and Credit Cards

Federal Reserve Consumer Help
If you have a problem with a bank or other financial institution, or for other consumer credit resources visit Federal

Reserve Consumer Help

.FEDEML RESERVE
Hll CoNsUMER HELP

Hew Credit Card Rules
What new credit card rules mean for you.

Credit and charge cards: WWhat consumers should know about the cost and terms of credit
Learn how credit card charges, finance charges, and terms of credit can change your financial status

AnnualCreditReport.com
Strengthen your finances and protect against identity theft by monitoring and reviewing your credit report. This is the only online source authorized to

provide you with a free credit report: beware of other sites that may look and sound similar.

Foreclosure Resource Center
Getinformation on fareclosure prevention and housing counseling services

Please use your most recent credit card bill. You may get a more accurate estimate from your credit card issuer's website.

How long will it take me to pay off my credit card balance if I make only the minimum payment?
My total balance $ l:lﬂ
My highest annual percentage rate (APR) with a balance % l:l (7]

Last Update: April 21, 2009

Accessibility ContactUs Linking Policy FOIA Disclaimer Privacy Espafiol

Repayment calculator
www.federalreserve.gov/creditcardcalculator
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Provisions Effective August 22, 2010

* Limits to discretion for changing fees and requires
through a review to occur every six months whether
previously increased rates should decrease due to
changes in factors.

* Penalty fees for omissions or violations with respect
to a cardholder agreement including late payments,
over-the-limit and other fees are to be limited to
amounts that are reasonable and proportionate per
Federal Reserve ruling on the Act.




Provisions Effective August 22, 2010

* Prepaid and Gift Cards

— Rules for general use prepaid cards, gift certificates and
store gift cards.

— Prohibition on fees for dormancy, inactivity or service
(except at issuance) unless there has been no activity
within the 12-month period before the fee is imposed and
no more than one fee is charged in any one month.

— Increased requirements for disclosures on terms.




Regulation E Final Rule

e Overdraft Fee Opt In

— Applies to overdrafts at ATMs and nonrecurring debit card
transactions

Board of Governors of the Federal Reserve System

— All consumers

Consumer
Information

p,  WHAT YOU NEED TO KNOW:

9@ New Overdraft Rules for Debit and ATM cards

New Federal Reserve rules give debit and ATM card users additional options regarding

L
overdrafts. Inthe coming moenths, banks, credit unions, and other financial institutions must
offer you the ability o maks decisions about overdraft senvicss for transactions mad with your Useful terms...
. debitor ATH cards.
everyday debit card transactions
hases & with i ebit card
I l l C u ‘ S Expect your bank 1o send you an explanation of its overdraft emices: hers is an example (38 KB EETCIRSES e W JOU ool arri 0 a

day-to-day basi cludes all checks and
PDF). Here are some key things you need to consider when reading the nofice: siriatic bl aymicnis)

The basic facts overdraft

an overdraft occurs when you write a
Check, make an ATH transaction, use your
) Types of overdraft services. An averdraft cccurs when you make a purchase or ATH debit card to make a purchase, or make an

item, etc.)

transaction but dont have encugh money in your account to pay for it For afee, your bank's
overdraft services will cover you when you become overdrawn. This fee can apply to each time
you overdraw your account.

Generally, there are two types of overdraft senvices

@ Standard overdraft services. Your bank will cover your fransaction for a flat fee of about
$20-30 each time you overdraw your account. For example, if you make a purchase with

ur debit card for $150 but only have 5100 in your account, your account will be overdrawn
50 and your bank will charge you a fee. If you then make an ATH withdrawal for 550,
your account will be overdrawn by $100 and you will be charged anather fee. In this
example, ifthe fee your bank charges for overdraft senvices is 530, you will pay a tatal of
860 in fees.

i

Overdraft protection plans. Your bank may offer 3 line of credit or a link to your savings
ACCOUNt to COVEr ransactions Wen you overdraw your account Banks typically charge a
fee each fime you overdraw your account, but overdraft protection plans may be less
expensive than standard overdraft services.

The new rules

= You choose. In the past, some banks automatically enrolled you in their standard overdraft
senices for alltypes of transactions when you opened an account. Under the new ules

automatic bil payment or other ekecironic
payment for an amount greater than the
balance in your checking account

optin

giving your bank permission o include you
in a particular service

optout
deciining a particular service offersd by
your bank

Other resources...

Ba

Accounts and S

identity Thett
Leasing
Merigages
Personal Finan

Federal Agency Contacts

Fenerar Reserve Bank of Kansas City
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Resources

 Federal Reserve Bank of Kansas City’s Credit Card Resources

— http://www.kansascityfed.org/creditcards
(including link to this presentation)

e White House Fact Sheet on the Credit CARD Act of 2009

— http://www.whitehouse.gov/the press office/Fact-Sheet-Reforms-to-
Protect-American-Credit-Card-Holders/

e H.R.627: The Credit Card Act of 2009

— http://frwebgate.access.gpo.gov/cgi-
bin/getdoc.cgi?dbname=111 cong bills&docid=f:h627enr.txt.pdf

 Jones Day
— http://www.jonesday.com/pubs/pubs detail.aspx?pule:56328

g
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Facilitator Biographies

Alinda Murphy

Alinda Murphy grew up in Kansas City, MO and after high school
received a B.A. degree in liberal arts from Case Western Reserve
University in Cleveland, OH. She also received a M.A. in journalism from
Marqguette University in Milwaukee, WI.

In January 1985, Ms. Murphy accepted a position as a consumer
compliance examiner for the Federal Reserve Bank of Kansas City. In
2007, she played a key role in establishing Federal Reserve Consumer
Help, which is the consumer complaint and inquiry intake center for the
Federal Reserve System. She received the Federal Reserve System’s
2007 William Taylor Award for Excellence in Bank Supervision for her
efforts. Currently, Ms. Murphy’s roles include serving as the Reserve
Bank’s Consumer Complaints Examiner and a subject matter expert for
Federal Reserve Consumer Help.




Facilitator Biographies

Inger Giuffrida

Inger Giuffrida is a training and technical assistance consultant focusing on financial
literacy education and asset building strategies in rural and urban communities for diverse
populations. She directed a regional nonprofit microenterprise development organization
in Michigan, developed a small business development and financial education program for
a credit union in upstate New York, led the Individual Assets Team at a national
nonprofit/think tank in Washington, DC, and served in the U.S. Peace Corps in East Africa.
She has created four nationally distributed financial education curricula, developed the
national Individual Development Account Training Institute, and developed and delivered
financial education training for trainers to over 1,000 people throughout the U.S. and
Canada.

Ms. Giuffrida has served on numerous community boards and has volunteered in every
community in which she has lived. Currently, she serves on the board of the Oklahoma
JumpStart Coalition for Personal Financial Literacy, the steering committee of the
Oklahoma Asset Building Coalition, and the Family Impact Council for United Way of
Cleveland County. She holds an MBA from Western Michigan University and a BS in
Business Finance from Miami University. She lives in Norman, OK where she resides with
her spouse, two young children and a house full of pets. =\ D /7
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For additional information about this webinar and the community affairs
activities of the Federal Reserve Bank of Kansas City, please contact:

Steven Shepelwich
Senior Community Affairs Advisor
Federal Researve Bank of Kansas City, Oklahoma City Branch
(405) 270-8675 or steven.shepelwich@kc.frb.org

www.kansascityfed.org
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