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Bankof America. i?
October 12, 2007

Jennifer . Johnson

Secretary

Board of Governors of the Federal Rescrve System
20" Street and Constitution Avenue, NW
Washington, D.C, 20551

Re: Docket No. R-1286
Dear Ms. Johnson;

Bank of America 1s pleased to submit these comments to the Federal Reserve Board’s
proposed asmendments to Regulation Z. We applaud the Board in undertaking to rewrite
Regulation 7, and appreciate the extensive work represented by this Proposal. Like the
Board, we firmly belicve in the importance of strong disclosures. Proper disclosures lead
to informed consumers— which is good for us as a lender, and for the banking industry as
a whole.

At Bank of America, we strive to provide every customer with accurate and complete
pricing disclosures in all communications (including via telephone, internet, branches and
mail). We go beyond what would otherwise be required by Regulation Z in providing
up-to-date account pricing information, such as describing pending chanpes before they
become effective, at customer touch points like check mailings and on our Internct sites.
As a consequence, we have considerable experience in assessing the timing and content
issues associated with disclosures of pending changes,

L. The Role of Disclosures

We agree with the Board’s position that consumer credit disclosures serve the critical
purpose of informing consumers about the pertinent aspects of a credit account
relationship, Disclosure requirements are conceptually very straight forward: disclosures
henefit consutners by providing, in a clear format, key information neccssary for
consumers to make rational decisions related Lo the credit account, This not only benefits
consumers, but also promotes an cfficient credit market. However, in execution and
delivery, disclosures can prescnt a more complex balancing of competing interests, as
lenders strive to provide clear and useful consumer information about a product that is
fundamentally complex in its terms and operation. It is worthy of note that this
complexity arises in large part from the inherent flexibility in credit card aceounts;
Nexibility designed to promote consumer usage in the marketplace, and flexibility
designed to enable consumers 1o shape the terms that apply to them by the way in which
they use and repay their accounts. In this sense, the goals of consumers and lenders
align—both wanting to optimize the credit product to fit congumers’ needs.

Disclosures should focus on and be limited to material issucs and practices, for, as noted
by the Board, the impact of disclosures is diffused if too much information is provided at
once or repeated too oficn. In the extreme, this can lead w disclosures that are ignored by
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the very consumers we intend to cducate, If a disclosure requirement is likcly to drive a
change in practice by the creditor, that change in practice should be reviewed to
determine if it is more desirable than the original practice.

It is in this spirit that we provide our comments to the proposcd amendments to the
regulation,

11. Terminology

Promotional/Introductory Rate, Standard Rate, Default/Penalty Rate

Recognizing the value of consistent phraging, the Board’s Proposal sets out some phrases
that must be used by all card issuers. A later scction in this letter provides more detail,
but throughout our letter, we use the following phrases: Promotional Rate, Standard Ratc,
and Default Rate. We strangly encourage the Board to adopt these concepts as well; they
will provide clarity and a strong foundation for accomplishing the goals of the Board—
certain of the phrases proposed by the Board will otherwise create confusion, rather than
communicate information.

A “Promotional Rate’ is a ratc that1s lower than the Standard Rate for a certain type of
transaction, and is a rate that cannot be changed by amcndment because of the marketing
promigc made in its creation. A Promotional Rate is characterized by qualifications and
conditions: qualifications might include types and amounts of transactions (e.g., balance
transfers in excess of $500); conditions would include temporal and performance
restrictions (e.g., balance transfers made before June 30, 2008, with the Promotional Rate
ending December 31, 2008, or sooner if the account ig latc or overlimit at any time, or if a
purchase transaction was not made in a given hilling ¢ycle). If a Promotional Rate is
offered in connection with the opening of the account, it would be referred to as an
“Introductory Rate.” The term “Promotional Rate™ is well understood and accepted: see,
for example, the OCC Advisory Letter AL 200410, which provides guidance to national
banks on “Premational Rate Marketing” (emphasis supplicd).

The “Standard Ratc™ is the rate that would apply to all transactions of a given balance
type. Tt may b¢ changed by an amendment to (he agreement, and if the agreement so
provides, a Detfault Rate may be applied if there is a default event. However, absent
these default events (and absent any Promotional Rate), this is the rate that will apply on
an ongoing and otherwise unconditioned basis. The Standard Rate for purchases is the
rate that will be disclosed in the 16 point font in the §226.5a Summary Box. Usually,
Standard Rates are discussed without the use of the word “Standard” (e.g., “‘your APR for
purchases is 16.9%™),

A “Default Ratc” is a rate that the agreement cxpressly provides may apply in the cvent
of a clearly defined defanit event (limited by §226.9(c)(1) to instances of delinquency or
defaull, i c., late payments, overlimit events, and a returned payment check). The torm
“Penalty Rate” can be used to describe a Default Rate, though as noted below that ig not
recommended. Some agreements provide that the Default Rate will be lowered after a
pertod of no default events (i.e. the account is subject to a “curc™). In such a case, the
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rate that is lowcr than the Detauit Rate and is no longer subject to further cure would be
the account’s new Standard Rate.

III. 45 Day Notice Provision

Timing: align with billing cycle

We strongly encourage the Board to modify the proposcd 45 day advance notice of a rale
change, as set forth in §226.9(g) (when “due to delingquency or default or as a penalty™)
and §226.9(c)(2) (in connection with an amendment to the account), We recommend that
the advance notice timing requirements be shortened to align with billing cycles.
Changing this notice period to align with billing cycles would encourage lenders to usc
the billing statements to provide advance notice.

Many important notices to consumers are included in billing statements— 18 15 an efficient
and highly effective way of communic¢ating (o 4 consumer. Consumers open their
statements and pay attention to the ¢ontents. Moreover, the statement contains a clear
summary of the relevant interest rates on the account; consumers have critical account
information literally at their finpertips. Therefore, in arder Lo encourage use of the
statement as the delivery vehicle of this advance notice, we recommend the Board align
the notice with the hilling cycle, as is done with an annual fee notice (see, for examnple
§226.9(e)(1), “30 days or one billing cycle, whichever is less,” although the actual
language should be along the lines of; “mailed no later than the mailing of the periodic
statement that is delivered to the congumer prior to the first day of the billing cycle in
which the new rate will gpply; or maited no later than 30 days belore the effective date of
the new rate, whichever is less™),

Ta illustrate our proposal;

|Cvele 1 |Cycle 2 |Cycle 3
| | l | |
‘ [Default Event | INotice: (Mailing of \
I statement for cyclc 1) |
|Standard Rate—= |Standard Rate—= |Default Rate=>

This structure would reduce the likelihwod of providing confusing or misleading rate
disclosures to consumcrs during the interim period hetween the notification and the
effective date of change. Stretching the notice out 45 days goes beyond a single billing
cycle, This, coupled with the practice that most Tenders apply a single rate to a piven
balance for an entire billing ¢ycle, will result in a lengthy prior notice period of at Icast
two complete billing cycles, cxacerbating the likelihood of confusing and mislcading
disclosures during that interim period.

For example, assume a default event occurs in February, and February’s statement
contains the AP'R-increase notice. A 45 day advance notice requirement pushes the APR
increase into mid-April at its earliest. However, as a result of cycle-based APRs, neither
the March nor the April statement will show any sign of the rate increase becanse the new
rate will not be implemented until May, Two consecutive statements after the notice that
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do not reflect the action taken scem too many. Extending beyond a singlc billing cycle
dramatically increases the possibility that other required APR disclosures (¢.g., an annual
tee notice) will be mailed during the interim period, lcaving the lender with uncertainty
a$ to which APRs to disclose. It is far better to give the notice, allow a billing cycle for
reaction, and then have the April statement reflect the new rate, As proposed by the
Board, every statement will bear a reminder of the possibility of a Default Rate being
applied it the consumer is latc (§226.7(b)(11)). Given this repetitive notice, a single
notice that the default cvent has happened and that the Defaull Rate will be effective with
the next billing ¢yele is morc than adequate.

Moreover, a rational industry response to the 45 day period would be to take at least
some of the notices out of the periodic statement (e.g., if the consumer is overlimit on day
five, mail the notice on day six so that the Default Rate will he effective one billing cycle
sooner than if the notice was sent with the next statement), or adopt mid-cycle rate
changes (which will compound the complexity and resultant confusion with the perindic
statement). Otherwise, the 45 day notice would push the effective date of such rate
changes out well past the 45 days. We do not consider any of these results to be the poal
of this section. Thercfore, we urge the Board to adopt a lime period that aligns: 1) the
mailing of the periodic statement that containg the notice; 2) an intervening billing cycle;
and 3) the application of the ratc beginning the first day of the next billing cycle.

Do not apply to Promotional Rates

We urge the Board to clarify that the 45 day notice does not apply to the logs of
Promotional Rates. Comment 4 to §226.3a(b)(1), along with §226,9(g)(1)i) and (ii}, and
§226.6(b)(4)(ii)}(C) appear to apply this 45 day notice to any rate increase that is triggered
hy alatc or overlimit event, This is a net too wide, as it will capturc the loss of limited
time Promotional Rates when such promotions end becausc of late payments or overlimit
status. This result penalizes the bank and leads to disclosures that do not muke sense.

As noted by the Board in its supplementary information discussing §226.9(g), the
rationale behind prior notice is to allow time for the consumer to find alternatives beforc
a Default Rate is applied. This can be understood in the context of increasing a Standard
Rate to a Default Rate; a Standard Rate by its terms has no predetermined cnd. Such a
rationale does not, and should not, extend to the simple restoration of a Standard Rate in
place of a Promotional Rate. A bank should not be required to continue to make
available promotional rates, possibly below cost, to consumers who have not met the
terms of the offer,

In addition, if a Promotional Rate is turned off and the account is subject to the Standard
Rate, under the Board’s proposed structure, that Standard Rate i a Default Rate (of
indefinite duration), which is a very confusing way to speak of what is in fact a Standard
Rate of the account. Consider a Promotional Ratc on an account that is not utilized by
the consumer. That rate need not appear on the periodic statement under this Proposal
(8220.7(b)4)(i1}). However, if that promotion is no longer available to the consumer
because of a late payment, the periodic statement would have to provide a notice that the
Promotional Rate (that doesn’t appear on the statement) will be turned off and replaced
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by the Detault Rate (that is equal to the Standard Rate already appearing on the
statement) and that this Standard Rate, masquerading as a Default Rate, would be of
unlimited duration (except of course that, as the Standard Rate, it remains subject to the
true Default Rate).

In another example, assume that there is a Promotional Rate that 15 in use by the
consumer, but it ends only if a consumer is late, whereas a Default Rate can be triggered
by a late or overlimit event. In this cage, if the consumer is overlimit, the 45 day advance
notice will state that the Standard Rate will be incrcasing for those transactions and
balances then at the Standard Rate. Note that because the payment was not late, the
Promotional Rate will continue for the transactions and balances at the Promotional Rate.
However, if the consumer was late two months later, a second 435 day notice would he
required stating that the Promotional Rate will be increasing (unless the promotion was
going to expire naturally in less than 435 days, in which case no action would be taken, the
promotion would expire, and the Default Rate triggered by the overlimit event would
then apply).

Equally compelling examples exist regarding special workout programs for consumers
who are having financial challenges. Rates are lowered in return for the promise of
payments; such programs should not be subject to a 45 day advance notice when
payments are not received.

The advance notice requirement should not apply to the loss of Promotional Rates or
workout programs. Any contrary result raises 4 host of confusing questions (e.g., as
noted above, is a Standard Rate a Default Rate of unlimited duration if it is applied after o
Promotional Rate has ended hecanse of a late payment?), and leads to inconsistent
disclosures. Further, application of the notice period to Promotional Rates may serve to
decrease the availability of promotional offers to consumers, which will raise the overall
cost of credit.  Most ironically, with fewer offers available in the credit market,
consumers will be deprived of the very relief the notice is designed to provide.

Allow advance notice an first event to preserve two-event trigger default pricing
practices

Unlike many of our competitors, Bank of Amcrica does not reprice 4 consumer to a
Default Rate based on a single late payment or a single overlimil event (and we do not
consider a returned check a default event). At present, Bank of America will only apply a
Default Rate il a given consumer has been late and/or averlimit swice in a rolling twelve
month period. This is a significant advantage to the consumer and a practice that should
be encouraged throughout the industry. As drafted, however, the 45 day advance notice
provision penalizes lenders who utilize two-trigger default pricing. To mitipate loss,
lenders may rationally be expected to change their practices to require only a single event
trigger before implementing a Default Rate.

We think that a two-trigger default pricing practice should be preserved. This can be
accomplished by allowing the banks to give the $226.9(g) advance notice upon the
occurrence of the first trigger, and to be able to reprice on the second trigger without the
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notice and delay constituted by the §226.9(g) notice (assuming the second event occurred
after the first notice’s effective date), Consumers would have the advantage of the notice,
the ahility to react and plan, and a clear warning of the consequence of a second misstep—
all the while not being subject to a Default Rate increase based on a single event.

Notices associated with an amendment

The 45 day timing requirements associated with changing account terms via amendment
(§226.9(c)(2)) should be limited to APR amendments, and, as noted above, should align
with billing cycles. Given that these requirements are primartly tailored to provide
consumers with an opportunity to avoid a higher interest rate by moving balances to other
lenders, itg application should be limited to such changes. By conltrast, changes to
transaction-based fees, for example, which are based on account usage -within the
control of the consumer - should not be afforded a lengthy prior notice petiod.

The scope of §226.9(g) should be solely limited to rate increases arising under a lender’s
pre-discloscd default pricing program - atl trigger conditions having been clearly
identified in the agreement. By contrast, APR increases in which consumers are sclected
and mailed a notice of an amendment to their apreement, are governed by §226.9(c)(2),
not §226.9(g), even if a reason for selection was account delinquency or default. We
recommend eliminating §226.9(g)(1)(1). When an account is selected for a price change
by amendment, an adverse action notice will identify the primary rcasons for the change,
usually based on a combination of bureau and reclationship information. Such an
indication of delinquency, be it recent or more removed, should not, For example, trigger
a different notice requircment,

Some comment letlers may recommend a right to reject an APR increase via amendment
(as opposed to through default pricing) as an clement of §226.9. Most state laws,
including those states where credit card issuing banks are localed (e.g., Delaware and
South Dakota), already provide for this, Therefore, there is little need to dramatically
change the proposal to add a further substantive provision to what is a disclosure-focused
regulation. By its nature, such a change would be a dramatic expansion of the Proposal
and should be subject to a full proposal and comment period independent of this letter.

In considering such an expansion, basced on our experience with a right to reject rate
amendments, there are certain agpects that could be overlooked if such a provision were
simply inserted in the current I'roposal. First, as discussed earlier, the provision should
be limited to inereases in the Standard or in the Default Ratcs. In addition, any time
period in which to reject such amendments should be sufficicntly shorter than the 45 days
to allow processing of the opt-outs. Opt-outs should be in writing, or an other response
mechanism at the bank’s discretion, to allow for a controlled response mechanism. As
with existing state laws, there should be a “debit-ratify” provision, in which subsequent
use of the account ratifics the change even if the consumer had previously rejected the
change. If consumers want to reject the change, they may, but they cannot use the
account any longer, and are simply in a pay-out mod¢ unless and until they change their
mind. Certain state laws, such as §952 of Title V of the Delaware Code, offer considered
guidance on the sorts of issucs (e.g., is a change from a variable to a fixed ratc a change
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that requircs an opportunity to opt-out?) that need to be considered with an opt-out
mechanism. When and if the Board were to contemplate the addition of an opt-out
provision, we would refer the Board to the Delaware Code for additional guidance on
how o do so,

The lengthy advance notices called for by §226.9 are substantive changes to bank
operations and profitability. The purpose, to give consumers sufficient time to adjust
their finances before they are subject to a higher rate, can still be met by our proposed
maodifications. The notices should apply only to interest ratc increascs, and should be
able to be sent with the billing statement, with the effective date then being the first day
of the billing cycle that starts after the mailing of that periodic staternent. That will
provide ample time for consumer reaction. In addition, the provision should not apply to
the turming off of Promotional Ratcs or to work-out plans; these are not the circumstances
that the provision seeks to address. Lastly, if'a bank has a two-event trigger prior to the
application of the higher rate, then the notice should be able to be provided on the first of
these two cvents, and then the new rate applied upon second occurrence without further
notice or delay. This will encourage more banks (o adopt a two-event trigger, which is
clearly in the consumers” interest,

IV. Use of Terms and Phrases

At the beginning of this letter, we set out the definitions we think the Board should adopt,
In this section, we further comment on the contrast between Bank of America’s structure
and the terminology proposed by the Board,

Introductory Rate

The Board’s Proposal requires lenders to use the term “Introductory Rate™ in describing
any temporary rate that is lower than the Standard Rate (§226.16(c)(2)). By extension,
this requires that “Introductory Rate” e used to describe discounted rates of limited
duration that are offered well after an account has been established, which would be quite
awkward. We urge the Board to either adopt the term “Promotional Rate” to be uscd
exclusively in describing these types of rates, or clarify the section to permit the usc of
either “Introductory Rate” or “Promotional Rate™ at the lender’s discretion.

Penalty Rate ‘

Similarly, the Board’s requirement to use the term “Penalty Rate” is troublesome. For
one, it creates a false impression that lenders who utilize this type of trigger-based
repricing are penalizing consumers, when we are pricing them based on a behavior
pattern that indicates greater risk, We use the phrase “Default Rate,” as that better
describes a rate triggered by an ¢vent of default (i e, late payment or overlimit on that
account). As noted, this phrase is even more problematic if it is used to describe rates
that are decisively not “penalty™ rates: a Standard Rate should not be referred to as a
Penalty Rate simply hecause that Standard Rate applies after a Promotional Rate has
turned off due to a late or overlimit event.
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Interplay Among Terminology and Rates

If adopted in its current form, the Board’s requircments on lenders to use these terms in
certain cireumstances leads to inappropriate rate labeling, which will detract from, rather
than enhance, clarity of account terms.

There is a logic to having three types of rates: (1) a Stundard Rate, which is a given
interest rate for an account or balance category: {2) a Promotional Rate, which is a rate
lower than the Standard Rate for » limited duration or circumstance, and which, upon
cxpiration/termination, returns to the Standard Rate: and (3) a Detault Rate, which
supplants the Standard Ratc when triggered by certain pre-disclosed events of default,
The interplay between terms and rates is hest exemplified in the context of default
pricing.

Al Bunk of America, our default pricing structure works as follows: If a consumer is late
and/or overlimit twice in any 12 month period on a specitic acecount, we will review that
account and may increase the applicable APRs up to a maximum disclosed Defaylt Rate
(or increase it to a rate less than that Default Rate based on the consumer’s overall risk
profile). If the consumer then goes for six months with on-time payments and stays
below his or her credit limit, rates will then be reduced by at least 200 basis points (two
percentage points) and possibly more — though not necessarily back to the pre-defiult
Standard Rate, So clearly, there is a Standard Rate, a Default Rate and, upon cure, a new
Standard Rate.

There are many aspects of this innovative default pricing structure that make it fair to
consumers, and we urge the Board to review the proposed regulation with the goal of
preserving, rather than discouraging. this type of pricing structure; these aspects include:
* the consumer must be late or overlimit on the specific account that is subject to
defanlt pricing, not another account with us, and not an account with sorne other
issucr (i.¢., we do not engage in universal default, where a default with another
issuct is a trigger for the Default Rate automatically on our account);
¢ thc consumer must be late or overlimit twice in a 12 month period;
» the consumer’s rate could be increased to something less than the maximum
Default Ratc;
s the consumer can ¢ure this rate in six months;
* il'cured, the reduction is guaranteed to be at least 200 basis points, and would be
considered the new Standard Rate;
» the Standard Rate after cure, beinp determined to be the appropriate rate for that
consumer at that time, may reduce the likelihood of tuture pricing-related actions
because the consumer will already he priced at an appropriate rate.

For many of the reasons set forth in this letter, we believe the Proposal itself, if
unchanged, will act as an incentive for lenders to more fully adopt pricing practices
which emphasize single trigger events and no right to cure, counter to consumer inlerésts,
Consider, for example, the scenario where an account has a Promotional Rate that is
subject to incrcasc to the Standard Rate in the case of a single event of default, but alse
has a Default Rate that applies only if there are two default events,



QCT-12-20687 16: 685 From:BOFA TE438387342 To:BankofAmericaRCHEAR: P.1E@<19

Under Bank of America’s rate structure, when the consumer is late the Promotional Rate
is turned off, and the Standard Rate applies. When the sccond default event oceurs, the
Default Rate will apply, with an opportunity to ¢ure. When the conditions to cure are
met, the rate is lowered to a new Standard Rate,

By contrast, under the Board’s Proposal, the fact that the Promotional Rate ends early
because of a late payment leads the lender to inappropriately label the post-promotional
Standard Rate as 1 Default Rate of unlimited duration (e.g.. Comment 4 to §226.3a(b)(1)
and §226.9(g)(3)(i)). 1f there is a second default event, that rate (having been disclosed
as 4 Default Rate) will increase to the actual Default Rate disclosed in the agreement,
though now the duration of the Defaylt Rate will be disclosed as six months if there are
no further defaults. Further, when that Default Rate is cured, and the account is adjusted
downward (o its new Standard Rate, because that adjustment may not return the
consumer to his/her pre-default Standard Rate (again, ignoring that that original Standard
Rate may have heen thought to be a Default Rate because of a Promotional Rate turn-
off), the rate resulting from curc must be inappropriately labeled as a Default Rate of
unlimited duration, If faced with this illogical result, there would be little incentive for
the bank to offcr a curc in the first place— again an example of an unintended and
migaligned incentive.

Therefore, to restate our opening comment, consumers will be best served if the rate
descriptions capture the essence of the account status, and the terms used should be:

* Promotional Rate (can be an Introductory Rate if offcred upon account opening):
a conditional or qualified ratc lowcer than the Standard Rate;

e Standard Rate: an unqualified rate that applies to the balance category (other than
default-based);

» Default Rate: a rate that replaces the Standard Rate (or other lower Default Ratc)
upon the occurrence of one or more default events specified in the agreement. If
subject to a cure, the cure rate would then be disclosed as operating as the new
Standard Rate.

V. Definition Changes

Meaning of credit card

We support the Board’s disinclination to expand the §226.2(a)(15) definition of credit
cards to include checks. Like most of the industry, Bank of Amecrica pives its customers
a vehicle by which they may opt-out of recciving checks. Relatively few consumers so
elect. But to create a need to request a check before it could be sent (as is the case for a
credit card) will reduce the abilitly of @ consumer to quickly and easily access cash or pay
off other accounts that had become less attractive, In addition, by definition, the checks
would then be subject to claim or defense, an impossiblc situation, as the bank has no
relationship with the merchant accepting checks. Therefore, in our opinion, the
regulation should not include checks in the definition of “credit card,” and should be
clarified to provide that, while some disputes concerning checks are of course subject to
billing error resolution procedures (double posting, etc.), the non-delivery examplc of a
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billing error does not apply. Otherwise, banks will be exposed to easily-engineered
fraudulent claims, as discussed in the next section.

Meaning of billing error:

Non-~receipt

The mgor credit card associations have an elaborate process for handling billing
disputes, which includes an internal arbitration process between the members of the
network, cross-indemnifications, and clear and understood allocation of risks between
merchants, merchant banks, consumers, and the banks that issue the credit cards. These
parties are bound to each other by acircle of contractua relationships; the flow of the
dollars, as atransaction wends its way through the process, defines the value and purpose
of acredit card. Merchant banks stand behind their merchants, and merchants that are
scoundrels are kept out of the payment system because of that relationship. If amerchant
bank fails to identify abad merchant, that bank, having in essence vouched for that
merchant, will be responsible for that merchant's misdeeds.

Comments 2 and 3 to §8226,13(a)(3) disrupt this structure and alocation of risk by
making "purchases’ made using athird-party intermediary subject to billing errors if the
goods are not delivered as agreed. A classic example or athird-party intermediary is Fay
Pal; though the section applies to any and dl third-party intermediaries that may come
along, without any distinction. Pay Pd transactions arc more like cash advances than
purchases. They arc adirect transfer of funds from an account one person controls to an
account another person controls. One of the hallmarks of apurchase transaction with a
credit card isthe presence of an gpproved and known merchant- the knowledge that a
merchant bank has conducted a degree of due diligence and will stand behind that
merchant, and the existence of a series of contractual relationships that link the card-
issuing bank into arelationship with the merchant accepting the card. Thisis not the case
with aPay Pal transaction.

Moreover, the question of non-delivery properly relates only to whether the funds were
delivered (L&, wasthe check paid, was the Pay Pal account credited), not whether the
ultimate goods or services were delivered. As noted, there is no screening of merchants
who can accept payments by athird party intermediary and no merchant bank standing
behind the seller of the goods and services. Without the ability to conduct a due
diligence, without a trusted gatekeeper, the card issuing banks cannot be responsible for a
billing error based on the misdeeds of a merchant with whom they have no contractual
relationship (or frankly, with whom they may have no relationship whatsoever).

The following example illustrates the problem created by this change to the billing error
definition: a consumer writes the credit card bank and says, "l never got the goods | was
supposed to get when | wrote this check/transferred funds via Pay Pal. Hereisthe
address of the individual who sold me the item.” The bank's dispute system, which is
seamlessly integrated into the associations network of merchants, isuseless. The only
thing the bank can do iswrite theindividua at the address they were provided. The
individual even if otherwise good intcntioned, gets the letter, and decides to do nothing
with it- perhaps because they are not prepared to handle these letters, or perhaps because
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