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(i)  Type of coverage provided; 

(ii)  Age at which coverage terminates or becomes more restrictive; 

(iii)  Maximum insurable loan balance, maximum periodic benefit payment, 

maximum number of payments, or other term affecting the dollar amount of coverage or 

benefits provided; 

(iv)  Eligibility requirements and number and identity of persons covered; 

(v)  Definition of a key term of coverage such as disability; 

(vi)  Exclusions from or limitations on coverage; and 

(vii)  Waiting periods and whether coverage is retroactive. 

(4)  Combined notification.  The notices required by paragraph (f)(1) and (2) of 

this section may be combined provided the timing requirement of paragraph (f)(1) of this 

section is met.  The notices may be provided on or with a periodic statement. 

(g)  Increase in rates due to delinquency or default or as a penalty.  (1)  Increases 

subject to this section.  For plans other than home-equity plans subject to the 

requirements of § 226.5b, except as provided in paragraph (g)(4) of this section, a 

creditor must provide a written notice to each consumer who may be affected when:  

(i)  A rate is increased due to the consumer’s delinquency or default; or 

(ii)  A rate is increased as a penalty for one or more events specified in the 

account agreement, such as making a late payment or obtaining an extension of credit 

that exceeds the credit limit. 

(2)  Timing of written notice.  Whenever any notice is required to be given 

pursuant to paragraph (g)(1) of this section, the creditor shall provide written notice of 

the increase in rates at least 45 days prior to the effective date of the increase.  The notice 

svanbeek
Cross-Out



 

 
621

must be provided after the occurrence of the events described in paragraphs (g)(1)(i) and 

(g)(1)(ii) of this section that trigger the imposition of the rate increase. 

(3)(i)  Disclosure requirements for rate increases.  (A)  General.  If a creditor is 

increasing the rate due to delinquency or default or as a penalty, the creditor must provide 

the following information on the notice sent pursuant to paragraph (g)(1) of this section: 

(1)  A statement that the delinquency or default rate or penalty rate, as applicable, 

has been triggered; 

(2)  The date on which the delinquency or default rate or penalty rate will apply; 

(3)  The circumstances under which the delinquency or default rate or penalty 

rate, as applicable, will cease to apply to the consumer’s account, or that the delinquency 

or default rate or penalty rate will remain in effect for a potentially indefinite time period;  

(4)  A statement indicating to which balances the delinquency or default rate or 

penalty rate will be applied; and 

(5)  If applicable, a description of any balances to which the current rate will 

continue to apply as of the effective date of the rate increase, unless a consumer fails to 

make a minimum periodic payment within 60 days from the due date for that payment. 

(B)  Rate increases resulting from failure to make minimum periodic payment 

within 60 days from due date.  For a credit card account under an open-end (not home-

secured) consumer credit plan, if the rate increase required to be disclosed pursuant to 

paragraph (g)(1) of this section is an increase pursuant to § 226.55(b)(4) based on the 

consumer’s failure to make a minimum periodic payment within 60 days from the due 

date for that payment, the notice provided pursuant to paragraph (g)(1) of this section 

must also contain the following information: 
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(1)  A statement of the reason for the increase; and 

(2)  That the increase will cease to apply to transactions that occurred prior to or 

within 14 days of provision of the notice, if the creditor receives six consecutive required 

minimum periodic payments on or before the payment due date, beginning with the first 

payment due following the effective date of the increase.  

(ii)  Format requirements.  (A)  If a notice required by paragraph (g)(1) of this 

section is included on or with a periodic statement, the information described in 

paragraph (g)(3)(i) of this section must be in the form of a table and provided on the front 

of any page of the periodic statement, above the notice described in paragraph (c)(2)(iv) 

of this section if that notice is provided on the same statement. 

(B)  If a notice required by paragraph (g)(1) of this section is not included on or 

with a periodic statement, the information described in paragraph (g)(3)(i) of this section 

must be disclosed on the front of the first page of the notice.  Only information related to 

the increase in the rate to a penalty rate may be included with the notice, except that this 

notice may be combined with a notice described in paragraph (c)(2)(iv) or (g)(4) of this 

section. 

(4)  Exception for decrease in credit limit.  A creditor is not required to provide a 

notice pursuant to paragraph (g)(1) of this section prior to increasing the rate for 

obtaining an extension of credit that exceeds the credit limit, provided that: 

(i)  The creditor provides at least 45 days in advance of imposing the penalty rate 

a notice, in writing, that includes:   

(A)  A statement that the credit limit on the account has been or will be decreased. 
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(B)  A statement indicating the date on which the penalty rate will apply, if the 

outstanding balance exceeds the credit limit as of that date; 

(C)  A statement that the penalty rate will not be imposed on the date specified in 

paragraph (g)(4)(i)(B) of this section, if the outstanding balance does not exceed the 

credit limit as of that date;  

(D)  The circumstances under which the penalty rate, if applied, will cease to 

apply to the account, or that the penalty rate, if applied, will remain in effect for a 

potentially indefinite time period;  

(E)  A statement indicating to which balances the penalty rate may be applied; and 

(F)  If applicable, a description of any balances to which the current rate will 

continue to apply as of the effective date of the rate increase, unless the consumer fails to 

make a minimum periodic payment within 60 days from the due date for that payment; 

and 

(ii)  The creditor does not increase the rate applicable to the consumer’s account 

to the penalty rate if the outstanding balance does not exceed the credit limit on the date 

set forth in the notice and described in paragraph (g)(4)(i)(B) of this section. 

(iii)  (A)  If a notice provided pursuant to paragraph (g)(4)(i) of this section is 

included on or with a periodic statement, the information described in paragraph (g)(4)(i) 

of this section must be in the form of a table and provided on the front of any page of the 

periodic statement; or 

(B)  If a notice required by paragraph (g)(4)(i) of this section is not included on or 

with a periodic statement, the information described in paragraph (g)(4)(i) of this section 

must be disclosed on the front of the first page of the notice.  Only information related to 
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the reduction in credit limit may be included with the notice, except that this notice may 

be combined with a notice described in paragraph (c)(2)(iv) or (g)(1) of this section. 

(h)  Consumer rejection of certain significant changes in terms.  (1)   Right to 

reject.  If paragraph (c)(2)(iv)(B) of this section requires disclosure of the consumer’s 

right to reject a significant change to an account term, the consumer may reject that 

change by notifying the creditor of the rejection before the effective date of the change.  

(2)  Effect of rejection.  If a creditor is notified of a rejection of a significant 

change to an account term  as provided in paragraph (h)(1) of this section, the creditor 

must not: 

(i)  Apply the change to the account;  

(ii)  Impose a fee or charge or treat the account as in default solely as a result of 

the rejection; or 

(iii)  Require repayment of the balance on the account using a method that is less 

beneficial to the consumer than one of the methods listed in § 226.55(c)(2). 

(3)  Exception.  Section 226.9(h) does not apply when the creditor has not 

received the consumer’s required minimum periodic payment within 60 days after the 

due date for that payment. 

12.  Section 226.10 is revised to read as follows: 

§ 226.10  Payments. 

(a)  General rule.  A creditor shall credit a payment to the consumer’s account as 

of the date of receipt, except when a delay in crediting does not result in a finance or 

other charge or except as provided in paragraph (b) of this section. 
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