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In mid-July, the Consumer Financial Protection Bureau issued its first public enforcement action by requiring Capital One 
Bank to refund $140 million in fees to consumers and pay $25 million into a Civil Penalty Fund.  During Capital One’s 
exam, the CFPB uncovered issues with the marketing of credit card “add-on products” – including payment protection and 
credit monitoring. According to CFPB Director Cordray’s speech, Capital One’s promotion and selling of these products 
used misleading and deceptive tactics.  Here is a summary of the CFPB’s analysis of the improper marketing:

“The marketing of these products was misleading and deceptive in at least four ways. First, many consumers were 
wrongly encouraged to believe they had to purchase these products to activate their cards. Second, some consumers 
were either deceived into thinking these products were free or were simply enrolled without their full consent and 
automatically billed. Third, some consumers were wrongly led to believe that these products would improve their 
credit score or help them build good credit. Fourth, some consumers were sold the product even though they were 
disabled or unemployed and thereby ineligible for some of the benefits being touted. Furthermore, once customers 
became aware of these problems or no longer wanted to pay for the product, they were given the runaround or 
further misled as a means of keeping them enrolled. Capital One’s compliance mechanisms failed to pre-
vent, identify, and correct the practices.”  (Emphasis added.)   
 

Capital One agreed to refund $140 million in fees to 2 million customers who were charged for these products using the 
deceptive sales practices.  To help inform consumers, the CFPB issued a blog post for Capital One customers explaining the 
announcement and the refund process.  The CFPB also posted a general blog post to all consumers informing them how 
they can “Stop Mystery Credit Card Fees” from their card issuers. 

CFPB Compliance Bulletin
Of course, the CFPB took the sins of Capital One and increased the compliance requirements for every other credit card 
issuer – including credit unions.  The agency issued a compliance bulletin – CFPB Bulletin 2012-06 – which overviews the 
CFPB’s expectations for institutions offering these add-on products.  These expectations include having the card issuer 
evaluate their marketing materials; employee incentive or compensation programs; scripts and manuals for telemarketing 
and handling of cancellation requests.

Additionally, the CFPB expects card issuers who offer credit card add-on products to have compliance management pro-
grams that include:

•	 Written policies and procedures to prevent deceptive acts or practices;

•	 A system of periodic quality assurance reviews and independent audits;

•	 Oversight of any affiliates or third-party service providers that perform marketing or other functions related to 
credit card add-on products;

•	 Appropriate complaint resolution procedures; and

•	 Comprehensive training for employees involved in the marketing, sale or operation of credit card add-on prod-
ucts.

Importantly, credit unions who offer these credit card add-on products directly, or indirectly, need to review their current 
practices and determine if they are meeting the CFPB’s expectations.  Of course, NCUA will be the entity examining the ma-
jority of credit unions – but NCUA is likely to refer back to the CFPB’s expectations if they have concerns with credit union 
products.  And, credit unions need to oversee any third-parties who offer these add-on products on their behalf as the credit 
union is still responsible for the actions taken by those third-parties.  If your credit union offers “payment protection” or 
“credit monitoring” as add-on products for credit card accounts, this CFPB Compliance Bulletin is a must read.

                - Steve Van Beek
          Director of Regulatory Compliance 
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September 2012Did You Know?
You too can become a NAFCU Certified 
Compliance Officer (NCCO)!  Learn how 
here.
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