
A F S A 
American Financial Services Association 

April 14 , 2010 

Ms. Jennife r J . Johnson, Secretar y 
Board o f Governors o f the Federal Reserv e Syste m 
20th Stree t and Constitutio n Avenue , Northwest 
Washington, D.C . 2  0 5 5 1 

Re: Docket Number R - 1 3 8 4 

Dear Ms. Johnson : 

This comment letter is submitted by the American Financial Services Association ("A F S A") Foot note 1 
The American Financial Services Association is the national trade association for the consumer credit industry, 
protecting access to credit and consumer choice. The association encourages and maintains ethical business practices 
and supports financial education for consumers of all ages. end of foot note 
in 
response t o th e Propose d Rul e ("Proposal" ) publishe d o n Marc h 15 , 201 0 b y th e Boar d o f 
Governors o f the Federa l Reserv e Syste m (" F R B") i n the Federal Register. Th e Proposal woul d 
regulate certai n penalt y fee s an d mandat e certai n accoun t repricing s o n a  periodi c basis . A  F S A 
appreciates the opportunit y to provide it s comments o n the Proposal . 
Summary 
Although th e F R B i s constraine d i n many way s b y statute , A  F S A believe s tha t the Proposal wil l 
result i n continued—an d unnecessary—increase s i n th e pric e o f credi t an d reduction s i n credi t 
availability. W e ar e particularl y concerne d tha t th e provision s relatin g t o penalt y fee s wil l resul t 
in arbitrar y pric e cap s o n penalt y fees , whic h wil l forc e al l cardholder s t o pa y mor e i n the for m 
of increase d fee s o r reduce d benefits . Althoug h thi s appear s t o b e a  state d goa l o f th e F  R B, 
A F S A doe s no t believ e tha t suc h a n outcom e i s appropriat e o r beneficia l t o consumer s o r th e 
economy. Regardless , A  F S A urge s th e Boar d t o issu e a  fina l rul e a s soo n a s reasonabl y 
practicable i n light o f the upcoming effectiv e dat e o f August 22 , 2010. 
Scope of Proposal 

The Proposa l applie s onl y t o credi t car d account s tha t ar e no t home-secured . I t woul d therefor e 
not appl y t o hom e equit y loans , line s o f credit , o r open-en d persona l loans . Thi s i s consisten t 
with the F R B 's implementation o f other portions o f the CARD Act , an d A F S A strongl y urges the 
Board to retain this limited scop e in the final rule . 

Penalty Fees 

Under th e Proposal , a  card issue r ma y no t impos e a  penalty fe e unles s th e issue r ha s determine d 
that the fe e eithe r represent s a  reasonable proportio n o f the tota l cost s incurred b y the issue r a s a 
result o f tha t typ e o f violation , o r tha t th e fe e i s reasonabl y necessar y t o dete r tha t typ e o f 



violation. Page 2. The F R B wil l als o provide a  safe harbo r amoun t (although th e F R B decline d t o specif y 
such a n amoun t fo r commen t i n the Proposal) . I f the issue r intend s t o establis h th e fe e base d o n 
deterrence, th e issue r mus t us e a n empiricall y derived , demonstrabl y an d statisticall y soun d 
model tha t reasonabl y estimate s th e effec t o f th e amoun t o f th e fe e o n th e frequenc y o f th e 
violations. Regardles s o f whethe r th e issue r use s a  cost-base d approac h o r a  deterrence-base d 
approach, th e issue r mus t conduc t it s ow n analysi s an d mak e it s ow n determinations—th e fac t 
that a n issuer's penalty fees ar e comparable to fees assesse d b y othe r card issuer s doe s no t satisf y 
the requirements . 

Cost-Based Analysis 

With respec t t o th e cost-base d analysis , th e F  R B specificall y state s tha t losse s an d associate d 
costs, suc h a s th e cos t o f holdin g reserve s agains t potentia l losses , ar e not cost s incurre d b y a n 
issuer tha t ma y b e factore d int o a n issuer' s calculations . A  F S A strongl y disagree s wit h thi s 
approach. Th e F  R B state s i n the preambl e t o the Proposa l tha t violation s o f accoun t term s (e.g., 
late payments ) generall y d o no t resul t i n losses , an d therefor e cost s associate d wit h suc h losse s 
should no t b e considered . Whil e i t ma y b e tru e tha t mos t consumer s wh o pa y lat e wil l no t 
ultimately charg e off , i t is indisputably true that a  consumer who pays late is more likely to resul t 
in a  loss . Fo r thi s reason , suc h a  consume r impose s additiona l risk—an d therefor e costs—o n a 
card issuer . A  F S A wil l no t belabor thi s poin t becaus e i t i s no t a  concep t tha t require s significan t 
additional explicatio n t o a  safet y an d soundnes s regulator . W e believ e i t i s inappropriat e t o 
require car d issuers to ignore these cost s when determinin g appropriat e penalt y fees . 

Not onl y i s i t unwis e t o prohibi t th e consideratio n o f ris k whe n settin g penalt y fees , w e believ e 
the F R B shoul d encourage issuer s to explore ways to continually improv e ris k management. Th e 
CARD Ac t an d it s implementatio n hav e significantl y reduce d th e ris k managemen t tool s 
available t o car d issuers . Althoug h th e societa l benefit s o f these change s ar e subjec t t o debate , i t 
is indisputabl e tha t car d issuer s mus t "pric e in " ris k u p fron t t o accoun t fo r th e risk s pose d b y 
specific cardholders . Penalt y pricing , suc h a s penalt y A  P R's, ar e on e o f th e fe w option s stil l 
available to card issuers when attemptin g to manage ris k o n existing accounts , althoug h eve n thi s 
tool ha s significantl y diminishe d valu e a s a  result o f the CAR D Act . I n additio n t o using penalt y 
A P R's to contro l risk , w e believ e i t woul d b e appropriat e fo r car d issuer s t o us e penalt y fee s t o 
control risk. Foot note 2 
This may be one of the concepts supporting the use of penalty fees as a deterrent although, as we discuss below, 
the Proposal essentially precludes an issuer from using penalty fees as a deterrent to risky behavior. end of foot note 
So, while the F R B states in the preamble that card issuers do not currently price for 
the ris k o f los s throug h penalt y fees , A  F S A believe s no t onl y tha t issuer s d o pric e fo r ris k 
through penalt y fees , bu t als o tha t i t woul d b e impruden t t o preclud e th e abilit y t o d o s o i n th e 
future. 
When considerin g costs , the Proposal include s severa l example s o f costs fo r various penalty fees . 
For example , th e cost s incurre d b y a n issue r a s a  result o f lat e payments includ e cost s associate d 
with th e collectio n o f lat e payments , suc h a s notifyin g consumer s an d resolvin g delinquencies . 
We suspec t ther e ar e additiona l cost s resultin g fro m lat e payments , suc h a s the nee d t o establis h 
and maintai n accoun t managemen t procedure s fo r delinquen t accounts . AFS A als o note s that , i f 
the late payment fee s ar e truly intended t o recover the cost s o f late payments, a n issuer shoul d b e 
permitted t o includ e a s a  facto r th e likelihoo d o f actuall y receivin g th e lat e payment . Fo r 



example, i f a n issuer' s likelihoo d o f collectin g a  lat e paymen t i s 75% , th e issue r shoul d b e 
permitted t o divide the cost-base d penalt y fe e determine d assumin g a  100 % collection b y 0.7 5 t o 
allow the issue r t o recover it s cost s associate d wit h lat e payments . Page 3. For example , a  cost-based fe e 
of $1 8 assumin g 100 % collection s divide d b y 0.7 5 woul d permi t a  $2 4 fee . Whe n considerin g 
this point , we urge the F R B to keep i n mind tha t either those consumer s wh o mak e late payment s 
can cove r th e cost s o f lat e payments , o r those consumer s wh o pa y o n tim e ca n cove r th e costs . 
A F S A strongl y believes that late payers shoul d assum e the cost s o f late payments . 

Deterrence-Based Analysis 

With respec t t o establishin g fee s base d o n deterrence , A  F S A agree s tha t car d issuer s shoul d b e 
permitted t o se t fee s a t a  sufficien t leve l t o dete r accoun t violations . Indeed , thi s optio n i s 
specifically include d i n the statute . We fear , however , tha t the Proposa l doe s no t provid e issuer s 
with an y practica l abilit y t o actuall y se t penalt y fee s base d o n th e concep t o f deterrence . A  F S A 
believes i t woul d b e relativel y simpl e t o determin e th e fe e level s tha t woul d dete r variou s 
consumers fro m makin g lat e payment s (e.g. , a  "one-fee-fits-all " approach , segmente d b y car d 
type, segmente d b y credi t score , segmente d b y accoun t history , etc.) . Thi s coul d b e don e b y a 
third part y fo r th e industr y a s a  whole o r o n a n issuer-by-issue r basis . Th e Proposal , however , 
would requir e eac h issuer—n o matte r ho w bi g o r small—t o amas s significan t amount s o f dat a 
and buil d a  mode l t o determin e wit h relativ e precisio n th e exactl y optima l fe e fo r deterrin g 
account violation s wit h tha t car d issuer . Th e F  R B provide s n o rea l guidanc e a s to ho w a n issue r 
could conceivabl y mee t the standar d i n the Proposal, an d we suspec t suc h guidanc e i s unlikely t o 
be forthcoming . A  F S A urges the F R B to reconsider it s approach t o how a n issue r coul d establis h 
penalty fee s base d o n deterrenc e s o tha t issuer s ma y hav e a  legitimat e opportunit y t o tak e a n 
approach that is specifically describe d i n the statute . 

At th e ver y least , w e believ e th e F  R B shoul d clarif y tha t a n issue r nee d onl y sho w tha t som e 
correlation existin g betwee n th e amoun t o f th e fe e an d behavio r deterrence . Th e Proposa l 
currently suggest s tha t correlatio n betwee n thes e tw o factor s woul d no t b e enoug h t o suppor t a 
fee determination . Statistica l models , however , canno t necessarily prov e causation . 

Re-evaluation 

Regardless o f whethe r a n issue r use s a  cost-base d analysi s o r deterrence-base d analysis , th e 
Proposal require s th e issue r t o reevaluate it s determination s n o les s than ever y twelve months . I f 
the re-evaluation  indicate s tha t a  lowe r fe e i s consisten t wit h th e cost - o r deterrence-base d 
approach, th e issue r woul d nee d t o rese t t o a  lowe r fe e withi n 3 0 day s afte r completin g th e 
re-evaluation. I f a  fee coul d b e increase d a s a  resul t o f th e re-evaluation,  th e issue r mus t compl y 
with the applicable requirement s o f §  226.9. 

A F S A doe s not believe i t is unreasonable t o ask issuers to continually evaluat e their penalty fees , 
but w e d o hav e som e concern s wit h respec t t o actua l effect s o f th e Proposal . A s a  practica l 
matter, absen t mor e flexibilit y tha n i s currentl y i n th e Proposal , i t i s no t clea r ho w a n issue r 
could engag e i n a  ful l re-evaluation  o f deterrence-base d fee s sinc e th e issue r mus t hav e dat a 
relating t o highe r fee s tha n currentl y necessar y t o dete r conduct . No t onl y woul d imposin g a 
higher fee than previously justifie d b y the issuer violate the Proposal, bu t eve n testing higher fee s 



would requir e significan t effor t t o comply with C  I T notice requirements when raisin g the fees fo r 
testing purposes. Foot note 3 
We also believe that issuers who engage in such testing will likely face significant reputational, political, and 
customer service harm as the testing of fee levels could garner unwanted criticism. end of foot note 
Page 4. Issuers would therefore need relief from those regulatory requirements to 
engage in any such evaluation. It also appears to us that the re-evaluation is a one-way path to 
lower fee s whe n evidenc e support s a  decrease , wit h significan t limitation s o n th e abilit y t o 
increase fee s whe n evidenc e support s a n increase . Specifically , sinc e the Proposa l woul d requir e 
an issue r t o provid e th e consume r wit h th e abilit y t o op t ou t o f a n increase d penalt y fee , A  F S A 
believes man y cardholder s ma y op t ou t o f fee increases . Thi s artificiall y limit s a n issuer' s abilit y 
to recove r cost s o r dete r penalt y behaviors—despit e th e clea r statutor y inten t t o permi t suc h 
capabilities. Althoug h cardholder s shoul d receiv e a  notic e i f a  penalt y fe e increases , w e d o no t 
believe i t i s necessary o r appropriat e t o allo w the m t o op t ou t o f suc h a n increase i f the increas e 
is appropriat e base d o n the require d re-evaluation.  W e as k the F  R B to gran t suc h a n exceptio n t o 
the requirements o f §  226.9(h). 
We als o as k the F  R B t o gran t issuer s additiona l tim e to reduc e the relevan t penalt y fe e resultin g 
from th e re-evaluation.  No t onl y wil l suc h a  reduction requir e system s an d busines s changes , bu t 
issuers woul d als o b e require d t o updat e thei r disclosur e tables . Thi s ca n b e a  time consumin g 
process, especiall y fo r disclosure s provide d a t the poin t o f sale . W e believ e issuer s shoul d hav e 
at least 60 days to implement suc h changes . 

Prohibited Fees 
The Proposa l prohibit s a n issue r fro m chargin g certai n penalt y fees . Specifically , a n issue r ma y 
not charg e a  penalt y fe e tha t exceed s th e dolla r amoun t associate d wit h th e violation . A  car d 
issuer also may not charge a  fee i n connection with decline d authorizations , accoun t inactivity , o r 
the closur e o r terminatio n o f a n account . Th e Proposa l als o prohibit s a n issue r fro m imposin g 
more tha n on e penalty fe e base d o n a  singl e even t o r transaction . A  F S A strongl y urge s th e F  R B 
to delet e these prohibitions in the final rule , and we discus s eac h o f these separat e issues below . 

A F S A doe s no t believ e i t i s appropriat e t o limi t a  penalt y fe e t o th e dolla r amoun t associate d 
with th e violation . I f a n issue r ha s determine d tha t a  particula r violatio n cost s $20 , o r tha t 
deterring suc h a  violation require s a  fee o f $25 , it i s no t clea r why th e issue r shoul d b e restricte d 
by a n arbitrar y standar d tha t wil l resul t i n a  fe e tha t neithe r cover s cost s no r deter s consume r 
behavior. Indeed , suc h a  requiremen t woul d appea r t o conflic t wit h th e provision s drafte d b y 
Congress that direct the F R B to consider costs and deterrence. Foot note 4 
The statute also allows the FRB to consider "other factors," but it strains credulity to suggest that such other factors 
could override those provided for by Congress. Such an interpretation would render the specifically enumerated 
factors as essentially meaningless, violating a canon of statutory construction. end of foot note 
We also note that an issuer may 
not be able to reliably determine the dollar amount associated with a violation. Although the 
F R B provide s relativel y basi c example s (e.g. , a  lat e paymen t fe e canno t excee d th e minimu m 
payment amount) , complianc e ma y oftentime s b e muc h mor e complicated . Fo r example , i f a 
consumer misse s severa l payments , an d the n make s onl y a  partia l paymen t o n th e require d 
minimum payment , i t is not clea r how the Proposal woul d apply . 



Page 5. We ar e als o concerne d tha t the F  R B i s attemptin g t o outla w a  variety o f fees , non e o f which ar e 
considered penalt y fee s o r fee s impose d fo r omissions/violation s o f a n agreement . Th e F  R B 
simply canno t rel y o n the statut e t o suppor t these prohibitions . No t onl y ar e these pric e control s 
not supporte d by the statute , but the price controls ar e also patently inappropriate . For example , i t 
is perfectl y appropriat e fo r a n issue r t o infor m a  consume r tha t th e consume r wil l pa y a  fee fo r 
the accoun t unles s th e consume r use s th e car d (i.e., otherwis e generate s revenu e fo r th e car d 
issuer, suc h a s through interchange) . Thi s i s neither a  penalty no r a n omissio n wit h respec t t o th e 
agreement—certainly n o mor e tha n chargin g a  fe e fo r othe r behaviors , suc h a s a  cas h advanc e 
fee, a  per transaction fee , o r an internationa l transactio n fe e i s a  fee fo r a  violation o r omission o f 
the agreement . W e fea r thi s portio n o f th e Proposa l wil l no t onl y requir e issuer s t o incu r cost s 
associated wit h maintainin g unuse d accounts , bu t i t may als o resul t i n issuer s cancelin g inactiv e 
accounts tha t cardholder s woul d prefe r t o hav e th e optio n o f retainin g fo r a  smal l fe e (e.g., 
emergency cards) . 

A F S A als o believes the limitation o f one penalty fe e pe r transaction, regardles s o f the number o f 
violations associate d wit h th e transaction , shoul d b e eliminated . I f a  cardholde r engage s i n a n 
activity tha t result s i n multipl e violation s wit h multipl e costs , th e issue r shoul d b e permitte d t o 
recover cost s associate d wit h eac h o f those violations . I t i s unfai r t o othe r cardholder s t o expec t 
the issuer—an d therefor e thos e othe r cardholders—t o absor b th e cost s associate d wit h thos e 
multiple violations . Furthermore , issuer s wil l hav e a  ver y difficul t tim e determinin g whe n 
multiple violation s ar e associate d wit h on e transactio n o r multipl e transactions . W e realiz e th e 
F R B ha s provide d a  safe harbo r o f one fe e pe r month , bu t thi s i s inadequate fo r purpose s o f cos t 
recovery o r deterrence . 

Safe Harbor Fee Amount 

Although th e F  R B propose s t o provid e a  saf e harbo r penalt y fe e amount , th e Proposa l di d no t 
include a  specifi c amount . A  F S A believe s th e saf e harbo r wil l likel y becom e th e de facto fe e 
amount fo r man y car d issuers . W e recogniz e tha t th e F  R B intend s t o provid e issuer s th e 
flexibility t o us e a  cost-base d o r deterrence-base d analysis , bu t w e als o believ e tha t issuer s wil l 
have a  hig h burde n o f proo f t o demonstrat e wh y a  fe e amoun t tha t exceed s th e saf e harbo r 
amount i s permissible . Thi s wil l b e especiall y tru e fo r smalle r issuer s tha t ma y no t hav e th e 
expertise o r resources to engage in a  cost-based o r deterrence-based analysis . 

It i s therefore criticall y importan t tha t th e F  R B provid e a  saf e harbo r tha t i s a  rough prox y a s a 
deterrence-based o r cost-base d amount . A  F S A understands tha t severa l issuer s inten d t o provid e 
the F  R B wit h dat a tha t support s certai n saf e harbo r levels . W e encourag e th e F  R B t o carefull y 
consider this data when establishin g a  safe harbor . 

A F S A als o urge s th e F  R B t o recogniz e tha t becaus e th e saf e harbo r amoun t wil l becom e th e 
default fo r man y issuers , i t i s i n settin g th e saf e harbo r tha t th e F  R B ma y hav e th e mos t impac t 
on cos t shift s t o consumer s wh o d o no t incu r penalt y fees . I f the F  R B set s a  saf e harbo r amoun t 
that i s significantl y lowe r tha n th e status quo o r eve n belo w a  reasonable cost-based/deterrence -
based amount , i t i s obviou s tha t car d issuer s wil l receiv e significantl y reduce d compensatio n fo r 
the ris k the y incur . W e recogniz e tha t th e F  R B appear s t o believ e that , a t leas t i n som e 
circumstances, i t i s appropriat e t o socializ e these cost s amon g al l consumer s a s opposed t o thos e 



who actuall y impos e th e increase d risk . Page 6. A F S A clearl y disagree s wit h thi s approach , an d w e as k 
the F  R B t o evaluat e th e impac t it s fina l rul e wil l hav e o n al l cardholders—includin g thos e wh o 
abide by their accoun t terms . 

Account Repricing 

If a n issue r increase s th e AP R base d o n an y "factors " (i.e., fo r an y reason) , an d suc h a n increas e 
requires th e issue r t o sen d a  notic e unde r § § 226.9(c)(2 ) o r 226.9(g) , th e issue r mus t evaluat e 
whether such factors have changed and reduce the APR as appropriate. Foot note 5 
We urge the F R B to retain the notion that the evaluation requirement does  not apply unless a notice under 
§§ 226.9(c)(2) or 226.9(g) is required. For example, as the F R B implicitly indicates, it does not make sense to 
evaluate an account for repricing if the APR increase is as a result of an expired promotion. end of foot note 
This repricing 
evaluation must occur at least every six months after the APR increase. Under the Proposal, the 
issuer i s not require d t o review the sam e factor s whic h le d to the AP R increase . Th e issue r may , 
at it s option , revie w th e factor s i t currentl y considere d whe n determinin g th e AP R applicabl e t o 
its credi t car d accounts . I f an APR reductio n i s required, th e issuer mus t reduc e the AP R n o late r 
than 3 0 days afte r th e repricing evaluation . 

Evaluation of Factors 
A F S A believe s th e Proposa l implement s th e statut e i n a  reasonabl e manne r give n th e 
requirements o f th e statute . W e especiall y urg e th e F  R B t o retai n th e flexibilit y provide d t o 
issuers wit h respec t t o th e factor s the y mus t conside r whe n repricin g a n account . I t i s 
unreasonable t o expec t a  card issue r to track a  variety o f factors fo r severa l year s an d to evaluat e 
them meaningfull y fo r purpose s o f complianc e wit h th e Proposal . Fo r example , a n AP R ma y 
have bee n increase d fo r busines s purpose s tha t ar e no t easil y quantifiable , especiall y ove r time , 
and a n issue r canno t necessaril y evaluat e suc h a  "factor " ever y si x month s fo r th e year s 
(decades?) the account i s open. Thi s flexibility i s especially critica l wit h respec t to the reviews o f 
accounts with a n increased AP R datin g back to January 1 , 2009, when issuer s di d no t necessaril y 
record "factors " leadin g t o th e increas e i n a  manne r tha t i s easil y reviewable . Fo r eac h o f thes e 
reasons, i t i s certainl y appropriat e t o allo w a n issue r t o revie w th e accoun t usin g it s curren t 
criteria fo r account s to determine whether the accoun t i s mis priced. 
A F S A i s concerned , however , wit h th e requiremen t tha t a n issue r mus t revie w th e sam e factor s 
for account s wit h simila r feature s tha t ar e offere d fo r simila r purposes , an d ma y no t conside r 
different factor s fo r eac h o f it s individual accounts . A  F S A doe s no t believe a n issue r shoul d hav e 
different factor s fo r eac h o f its individual accounts , bu t we d o believe i t is necessary t o permit a n 
issuer t o hav e differen t score cards  fo r differen t portfolios , eve n i f th e account s hav e otherwis e 
similar features . Fo r example , a  basic , n o frill s accoun t offere d i n connectio n wit h on e agen t 
bank relationshi p ma y hav e ver y differen t underwritin g criteri a tha n a  basic , n o frill s accoun t 
offered i n connectio n wit h a  differen t agen t ban k relationship . Th e sam e coul d b e sai d fo r 
different privat e labe l programs , o r a  variety o f othe r car d offering s tha t ar e simila r i n features , 
but vastly differen t i n pricing . Th e Proposal shoul d no t requir e the car d issue r i n these o r simila r 
circumstances to artificially harmoniz e the factors i t uses when settin g the terms o f accounts . 

Circumstances When a Fee Is Actually Imposed 



Comment 226.59(a)- 2 i n the Proposed Rule s state s that the re-evaluation requirement s i n Sectio n 
226.59(a) d o no t appl y i f th e increase d rat e i s no t actuall y impose d o n th e consumer' s account . 
While A  F S A support s thi s Comment , w e as k fo r furthe r clarificatio n regardin g th e it s 
application. I t i s unclear whe n readin g th e Commen t whethe r th e credito r ma y exclud e fro m th e 
re-evaluation an y accoun t fo r whic h ther e i s n o balanc e subjec t t o a n increase d rate , o r whethe r 
the credito r mus t determin e whethe r th e accoun t ha s eve r ha d a  balance subjec t t o the increase d 
rate an d includ e an y account s tha t hav e ha d a  balance i n th e re-evaluation . I t woul d clearl y b e 
much mor e burdensome o n the credito r fro m a  tracking perspective to have to determine whethe r 
the increased rat e has eve r applie d t o the accoun t an d that seem s unnecessary i f there i s currentl y 
no balance o n the accoun t t o which th e increased rat e applies . Therefore , A  F S A requests tha t th e 
Board clarif y tha t creditor s may chec k a t the time o f each re-evaluation whethe r a n accoun t ha s a 
balance subjec t t o the increase d rate , an d i f not , exclud e them fro m th e curren t si x month revie w 
with respec t to that particular rat e increase . 

Implementation Time Frame 

The Proposa l require s th e issue r t o implemen t a  reduce d AP R withi n 3 0 day s o f th e accoun t 
review. W e believe tha t suc h a  timeframe ma y b e to o shor t fo r som e issuers , an d as k the F R B t o 
allow issuer s a t least 6 0 days to implemen t the reduced APR . W e als o ask the F R B to clarify tha t 
an issue r ma y wai t unti l th e firs t da y i n a  billing cycl e afte r th e specifie d tim e perio d t o reduc e 
the APR . Withou t suc h flexibility , th e Proposa l ma y requir e issuer s t o implemen t th e change s 
within a  day or two depending o n the timing o f a  billing cycle . 

Termination of Obligation 

The Proposa l allow s a n issue r t o terminat e th e six-mont h accoun t revie w proces s i f th e issue r 
reduces th e A  P R t o th e A  P R applicabl e immediatel y prio r t o th e A  P R increase , o r t o a  lowe r 
A P R. Th e F R B specificall y solicite d commen t o n whether the obligatio n shoul d terminate afte r a 
specific perio d o f time . A  F S A believe s th e obligatio n shoul d terminat e tw o year s afte r a n AP R 
increase. We believe the F R B mus t balance the cost s associate d wit h thi s regulatory burde n wit h 
the benefits t o cardholders . I f an accoun t ha s not been reprice d downwar d withi n two years—an d 
the consume r ha s no t foun d a  better dea l withi n tw o years—tha t strongl y suggest s the accoun t i s 
priced appropriatel y fro m th e standpoin t o f bot h parties . Furthermore , i t i s no t a s i f th e 
cardholder i s trappe d i n a  mis priced  account . I f anothe r issue r believe s th e cardholde r present s 
less ris k tha n th e existin g issue r i s pricin g int o the account , th e cardholde r ca n obviousl y switc h 
to a  different card . 

Disclosure Revisions 

C I T and Penalty Notices 

The Proposa l implement s th e statutor y requiremen t tha t C  I T an d penalt y notice s includ e th e 
reasons fo r a n AP R increase . Th e Proposal require s a n issue r t o includ e n o mor e tha n fou r suc h 
reasons, liste d i n thei r orde r o f importance . Th e Proposa l als o provide s guidanc e a s to th e leve l 
of detai l necessar y i n connectio n wit h listin g suc h reasons . A  F S A believe s thes e provision s ar e 



appropriate an d shoul d b e retained . Page 8. Although i t appear s th e F  R B i s drawin g heavil y fro m it s 
interpretations unde r Regulatio n B  wit h respec t t o a  simila r requiremen t i n connectio n wit h 
adverse actio n notices , w e believ e i t woul d b e helpfu l fo r th e F  R B t o explicitl y referenc e suc h 
interpretations i n a  fina l rul e t o provid e issuer s wit h certaint y wit h respec t t o th e F  R B 's 
expectations. W e d o no t believ e th e F  R B intend s fo r ther e t o b e an y differenc e betwee n th e 
practical implication s o f th e requirements , an d a n explici t referenc e t o Regulatio n B  an d it s 
Official Staf f Commentar y woul d eliminat e an y ambiguity . 

Effective Date 

The statut e requires tha t these provisions becom e effectiv e Augus t 22 , 2010. I t is likely tha t car d 
issuers wil l no t kno w wha t th e regulator y requirement s ar e unti l mid-Jun e a t th e earliest . I f 
compliance wit h th e Proposa l wer e require d b y Augus t 22 , 2010 , car d issuer s woul d hav e 
approximately tw o month s t o develo p complianc e programs , revis e disclosures , an d otherwis e 
meet thei r regulator y obligations . Thi s i s simpl y unreasonable , especiall y i n ligh t o f issuers ' 
existing complianc e obligation s under the CAR D Ac t and revised Regulation Z . 

Conclusion 

A F S A appreciate s th e opportunit y t o provid e it s comment s o n th e Proposal . Pleas e d o no t 
hesitate t o contac t m e a t 2  0 2 - 2 9 6 - 5 5 4 4 i f yo u hav e an y question s abou t ou r comment s o r i f w e 
can provide furthe r assistanc e with respec t to the Proposal . 

Sincerely, signed 


