June 15 2009

Congress has passed the Credit Card Accountability, Responsibility and Disclosure (CARD) Act of 2009.
 In 2009, the Federal Reserve promulgated regulations that expanded consumer protection provisions, but those rules were not slated to take effect until 2010 and applied only to new cards.  The CARD Act takes effect in January 2010 and applies to all credit cards. There are several areas of extensive reforms.

CRED CARD SOLICITATIONS

The CARD Act substantially restricts the solicitation of  credit card accounts from those under the age of 21.  Credit card companies must have a written application in hand from those under 21 and those applications must carry the signature of a parent, guardian, or someone over the age of 21 who has the means to repay debt. The line of credit on a co-signed card for someone under the age of 21 cannot be increased without the co-signer’s permission. 

COLLEGE AND UNIVERSITY CREDIT CARD RELATIONSHIPS

 Colleges and universities are no restricted in their partnering with credit card companies in order to raise funds through the solicitation of their students.  The CARD act limits locations for college student credit card solicitations, requires colleges and universities to disclose their financial relationships with such credit card companies, and also require colleges and universities to provide debt counseling for their students. 

LATE PAYMENTS 

The CARD Act of 2009 changed substantially the law on late payments because it was seen as an area of abuse by credit card companies.  Effective August 2009 under CARD, all credit card companies must have bills in consumers’ hands not less than 21 days before the bill is due. In addition, CARD Act requires conspicuous disclosures about the amount of  late fees as well as the impact of a late payment on the consumer’s rate of interest. 

BALANCE TRANSFERS

During the 1997-2007 period there was wide availability of the balance transfer mechanism that accompanied extensive credit card solicitation..  Consumers received offers from credit card companies to  transfer their balances from existing cards to what seemed to be lower-interest-rate credit cards.  Very often, however, the real costs of the transfer were not disclosed or not disclosed in a conspicuous manner or were later modified through credit card company new terms.  The CARD Act has now changed everything from the maximum fees allowed with these transfers to how quickly credit card companies can change the advertised terms of the transfer. New disclosure requirements mandate the upfront disclosure of transfer fees as well as potential changes in the APR once the transfer has occurred.  The CARD act also places limits on how often companies can change a credit card holder’s rate.  

GIFT CARDS

Gift cards have become increasingly popular since 2002.  Some retailers estimate that their gift card revenues for holiday seasons 2007 and 2008 were nearly equaling their actual sales of merchandise.  However, many retailers imposed expiration dates on those gifts cards or charged inactivity fees that slowly decreased the value of the cards.  Under the CARD Act, a gift card cannot have an expiration date any sooner than 5 years from the time it is issued and there must be conspicuous disclosure about that expiration date.  Inactivity fees and declining value cards are now difficult to have with CARD’s limitations on those fees, when they can be charged as well as the disclosure requirements on these fees.  Gift cards are now an area of extensive consumer protection.

PAYMENT TIMING

Under the CARD Act, consumer payments on their credit cards are now regulated extensively.  First, the due date must specify that the time is 5:00 PM on that date.  This change corrected creditor abuses that resulted when they made 9:00 AM the cut-off time for payments, thus depriving the debtors of their mailed bills getting in for posting on the due date.  Second, how consumer payments are applied to existing balances is now also regulated.  When consumers make payments in excess of the minimum payment due on their credit card bills, the creditor must apply that extra amount to that portion of the account that carries the highest interest rate.

How are these changes different from existing law?  Why do you think Congress made the changes?

� HR 627; passed May 20, 2009.








