CHASE O
Chase Bank USA, N.A.

Andrew T. Semmelman

201 North Walnut Street, 10th floor
Wilmington, DE19801-2920
Tel 302.282.3737
Fax 302.282.8361

Senior Vice President
Assistant General Counsel
Legal Department
andrew.t.semmelman@chase.com

October 10, 2007
Jennifer J. Johnson
Secretary
Board of Governors of the Federal Reserve System
20th Street and Constitution Avenue, N.W.
Washington, DC 20551.
Re: Docket No. R-1286
Greetings:
Chase Bank USA, N.A., the consumer credit bank subsidiary of JPMorgan Chase & Co.,
appreciates the opportunity to comment on the proposed rule to amend Regulation Z, which
implements the Truth in Lending Act ("TILA") and the Staff commentary ("Commentary") to the
Regulation (the "Proposal") published in the Federal Register on June 14, 2007 by the Board of
Governors of the Federal Reserve (the "Board").
GENERAL COMMENTS
We generally support the Proposal, which is the Board's first extensive revision to the open-end
credit provisions of Regulation Z in over 20 years. We also applaud the approach used by the
Board to seek consumer input (the "Board Focus Groups") in developing revisions that may help
consumer understanding of the broad set of disclosures required by the Regulation. However, we
believe certain parts of the Proposal might be modified in a way that can enhance consumer
understanding and minimize consumer confusion. We describe those parts of the Proposal
below, and suggest alternatives based on our own experience with millions of consumers. We
also have comments about other parts of the Proposal that we believe require clarification by the
Board. We also respond below regarding various requests for comment by the Board on
particular matters contained throughout the Proposal. Our specific comments are organized by
topic, with citations to appropriate sections of the Proposal where appropriate.
The technology and operational effort to comply with the new requirements of the Final Rule will
be significant. We estimate full compliance will require a team in excess of 50 persons working
full time for one year. We will need to conduct a comprehensive testing effort before the changes
can be implemented. There will also be significant staffing and prioritization challenges to
implement these changes on top of normal work volumes. Therefore, we urge the Board to allow

creditors at least 18 months from the effective date to comply with the Final Rule, particularly
with respect to all the changes required for periodic billing statements.
We also point out that creditors will likely phase in the new requirements in the Proposal
throughout the transitional period from the date when the Final Rule is enacted until the
mandatory compliance date. This phase-in approach will be necessary for various reasons, such
as varying implementation times for particular changes based on the required level of testing,
systems development and operational support. As a result of this phased-in compliance,
combined with the changes in terminology proposed by the Board (e.g. the term "penalty APR"
and "grace period" will required in the model tables, and "Finance Charge" will be replaced in
part by "Interest Charge" on billing statements), creditors will not be able to align terminology in
all its disclosures to consumers (e.g. solicitation and account-opening tables, credit terms for
account access checks, and periodic billing statements) during the transitional period on an
account-level basis. The resulting inconsistent terminology could be considered to violate the
expanded rule in the Proposal to use required terminology consistently in all Regulation Z
disclosures. See Section 226.5(a)(2)(i). Therefore, we urge the Board to make clear that there is
a safe harbor from Regulation Z violations during the transitional period if creditors provide
disclosures using either the existing Regulation Z terminology or the new terminology required
by the Proposal, or a combination of both.
SPECIFIC COMMENTS
Applications and Solicitations
Solicitation and Account Opening Tables. The Proposal at Section 226.5a(b) outlines revisions
to the tables required for solicitations and applications, with new font and format requirements.
The Board requests comment whether this guidance should be aligned with the new guidance at
Section 226.6(b)(4) for similar tables required as part of the account opening disclosures. We
believe the Board should retain the option for creditors to use the different proposed solicitations
and applications table and the account-opening table, and also retain the option for creditors to
use the account-opening table in lieu of the solicitations and application table. The tables are
very similar in content so consumer will receive generally consistent disclosures before and at
account opening.
Related Information in Close Proximity to Tables. Particularly for the account opening tables
which will be part of the contractual terms that creditors provide their customers, we believe it
will be important to disclose to consumers information that is supplemental to the disclosures
within the tables (e.g. information regarding periodic rates, variable rate indexes and margins,
and APR ceilings and floors). Further, many creditors will find it easier operationally to disclose
such variable text closer to the tables rather than in various places within an account agreement.
Therefore, we urge the Board to retain in the Final Rule the flexibility for creditors to disclose
such supplemental information either in the tables, or in close proximity to the tables.
Variable Rate Disclosure within Tables. The suggested example language used within the model
tables to describe a particular variable rate index ("This APR will vary with the market based on
the Prime Rate") is potentially misleading to consumers who often do not understand the concept
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of financial markets or the many types of commercial or consumer prime rates that can serve as
an index. Further, such general descriptions of a "prime rate" index has been a lightning rod for
lawsuits against banks over the past 2 decades, where plaintiffs have sued banks using such
descriptions on the basis that banks thereby promise consumers their "best" rate available to any
borrower. We suggest modifying the example language as follows: "This APR will vary with
the prime rate listed in [publication source for creditor]."
More Flexibility with Formats of Tables. The Proposal also outlines in Appendix G numerous
format requirements that will substantially lengthen both the solicitation and account opening
tables. In an effort to be able to provide the disclosures together in a manner that will be
understandable to consumers, we urge the Board to relax these format requirements. This is
particularly important in light of the many advertising channels used by creditors, such a print ads
in magazines, which entail strict space and location restraints. The horizontal portrayal of
segments within the tables, as an example, should be permitted to enhance flexibility. We also
believe that the Proposal should not suggest any particular font type, as there are many fonts that
are as legible and easy to read as Arial font. Alternatively, if Arial font is retained in the Final
Rule as a model, we ask for clarification that creditors have the flexibility to use similar san-serif
fonts such as Helvetica or Univers. We also believe font flexibility, including the type and color
of font, is important to many creditors that use particular font types and colors to portray a brand
image.
Risk-based Rates. The Proposal provides that where the actual interest rate for an open-end
credit plan will depend on a later determination of the consumer's creditworthiness after the
solicitation or application is offered, the creditor must disclose the possible rates that might apply
as either specific rates or a range of rates and a statement that the actual rate for which the
consumer may qualify depends on the consumer's creditworthiness. Section 226.5a(b)(l)(v) and
Comment 5a(b)(l)-5. The Board seeks comment about whether creditors should only be allowed
to disclose the highest rate instead of a range of rates. We support the options in the Proposal
because either option is a more accurate disclosure of the possible rates that may apply to a
customer account. Applicants often qualify for rates that are lower than the maximum possible
rate. Therefore, it would be inaccurate to describe that only the highest rate may apply. Since
Regulation Z is intended to give consumers accurate information about credit terms, and also
because significant percentages of applicants may qualify for rates lower than the highest rate,
consumers should be provided either specific rates or a range of rates that could apply upon
account approval.
We also point out that some creditors, particularly in the private label market, may advertise to a
consumer in the same offer multiple products with different credit terms, such as a private label
card and a creditor's own general purpose credit card. The actual card for which a consumer may
be approved may be determined by the creditor using multiple factors, including whether the
consumer is contemplating a purchase at the retailer named on the private label card, the
consumer's creditworthiness, and other factors. In this situation, it would be inaccurate to
provide a statement that implies the actual terms (including APR) for an approved account will
be determined solely based on creditworthiness. We urge the Board to clarify that in this
situation either a creditor does not need to make such a statement, or alternatively that it can
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make an accurate statement such as "the actual rate or product for which you may qualify
depends on various factors including your creditworthiness."
Payment Allocation. The Board proposes that creditors provide a payment allocation disclosure
in the solicitation tables. We point out that at least for creditors which are national banks, their
federal regulator, the Office of the Comptroller of the Currency (the "OCC"), has required for
several years that creditors disclose payment allocation terms on the front page of cover letters
for direct mail solicitations offering promotional rates. We believe that payment allocation
disclosure is more concise and easily understood by consumers than the disclosure proposed by
the Board. Further, payment allocation terms are contained in many creditors' contracts with
their customers. We urge the Board to consider a revised proposed payment allocation disclosure
that indicates the issuer may apply payments to the balance with the lowest interest rate, and that
interest may accrue on unpaid balances. Such a disclosure is simpler to understand and is more
broadly applicable than the language used in the Proposal because it applies to all APRs on an
open-end plan - not only to a promotional APR on a balance transfer at account opening. For
example, this disclosure also informs consumers that a balance at a standard APR will be
satisfied before a balance at a penalty APR. This suggested revision is also appropriate with
respect to the account-opening tables. Many consumers are familiar with this more allencompassing disclosure, and to change it to a more narrowly focused disclosure may confuse
them.
"Intro" Rates. We fully support the Board's slight relaxation of the 2005 Bankruptcy law
amendment to Regulation Z to permit a creditor to disclose an introductory rate in the solicitation
table using either the term "introductory" or "intro" in immediate proximity to the listing of the
initial discounted rate. Section 226.5a(b)(l)(ii). The use of the abbreviation "intro" was not
provided for in the Bankruptcy law, but we believe the abbreviation is commonly understood by
consumers and therefore appropriate. However, as noted below in the discussion of advertising,
neither the term "introductory" nor "intro" is appropriate to describe an interest rate or fee in
advertising to consumers with existing open-end accounts.
Available Credit Disclosure. The Proposal would require a new disclosure in the solicitation table
of an example of the available credit after certain identified fees are charged to the account, if
those fees equal 25% or more of the minimum credit line applicable to the card. See Section
226.5a(b)(16). The Board seeks comment whether the 25% threshold is appropriate, and if other
fees should count towards the threshold. We believe that the fees described that count towards the
threshold are appropriate. We also believe that the 25% threshold should be lowered to 10% or
15%), to better protect consumers from potentially misleading offers of credit where large
portions of the available credit on a new account are taken up by fees before the consumer has the
opportunity to use the account. We believe this new requirement will provide important
disclosures to those consumers who will be entitled to them.
Board Website. The Board solicited comments regarding the content of the proposed website to
be maintained by the Federal Reserve Board and referenced by creditors in solicitation and
account opening tables under Section 226.5a(b)(17). General information about how credit cards
work, the types of disclosures consumers should expect to receive, and an explanation of
common credit card terminology would be useful. Further, we believe it would be helpful if the
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site contained explanations and examples of how various balance calculation methods work. See
related comments below in the Account Opening Disclosures section and the Periodic Statements
section about eliminating completely a full description of the balance calculation method as part
of any disclosures required by Regulation Z. Also, if the fee-inclusive APR requirement were
retained in the Final Rule (which we oppose as described below), explanations and examples
about how those APR calculations are done would also be useful to consumers.
Account Opening Disclosures
Table Format. Many of our comments about the account opening tables are discussed above with
our comments about the solicitation tables. We also add that we fully support the Proposal's
requirement to extend a table format to key terms that are part of the account opening disclosures.
We have provided such terms in a table format for years, and agree it is a format that is easily
understood by consumers.
Interest and Fee Charges in lieu of Finance Charges and Other Charges. We generally support
the creation of a single category of "charges" imposed as part of an open-end plan, which
replaces the current requirement to categorize charges as either "finance charges" and "other
charges." The current method has lead to uncertainty on the part of creditors about how to
categorize certain fees, litigation over whether creditors disclosed certain fees correctly, and
confusion by consumers particularly about the concept of "finance charges". We also support the
change in the Proposal providing that the terms "Finance Charge" and "Annual Percentage Rate"
do not need to be more conspicuous than other terms when such terms are included in one of the
tables identified in the Proposal. Section 226.5(a)(2)(ii). The Board seeks comment about
whether there are other situations where these terms should not be more conspicuous. Since the
Board has removed the term "Finance Charge" from many of the proposed model forms and is
proposing instead to use the terms "Interest Charges" or "Fees", and further because consumers
are often confused by the term "Finance Charge", we believe that the term should no longer be
required to be more conspicuous in any of the required Regulation Z disclosures. Further, we
believe that this term may not be appropriate to use in any required Regulation Z disclosures,
because it causes confusion and other terms like "Interest Charge" are more understandable. We
urge the Board to amend Regulation Z so that this term is no longer required for any Regulation
Z disclosure. Alternatively, if the term is required at all, we ask that the Board clarify exactly
where the term "Finance Charge" must still be disclosed. Further, we suggest that the Board also
permit the option to use alternate terms such as "Interest Charge" and "Transaction Fee" in lieu
of "Finance Charge", to better align the terms required in other Regulation Z disclosures such as
the model forms and to reduce consumer confusion.
Charges Disclosed Orally. We fully support the new option in the Proposal that permits a creditor
to disclose orally charges not specifically identified in Section 226.6(b)(4) (i.e., those required in
the account opening disclosures) prior to the consumer agreeing to pay or becoming obligated to
pay the charge. Section 226.5(a)(l)(ii)(A) and (b)(l)(ii). We believe this new option is an
effective way to communicate to consumers certain fees such as service fees that may not be
charged until months or even years after the account is opened.
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