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regarding rate increases into TILA and Regulation Z, there Board believes that it is not 

necessary to repeat the examples under § 226.9.   

9(h) Consumer Rejection of Certain Significant Changes in Terms 

 In the July 2009 Regulation Z Interim Final Rule, the Board adopted § 226.9(h), 

which provided that, in certain circumstances, a consumer may reject significant changes 

to account terms and increases in annual percentage rates.  See 74 FR 36087-36091, 

36096, 36099-36101.  Section 226.9(h) implemented new TILA Section 127(i)(3) 

and (4), which – like the other provisions of the Credit Card Act implemented in the July 

2009 Regulation Z Interim Final Rule – went into effect on August 20, 2009.  See Credit 

Card Act § 101(a) (new TILA Section 127(i)(3)-(4)).  However, several aspects of 

§ 226.9(h) were based on revised TILA Section 171, which – like the other statutory 

provisions addressed in this final rule – goes into effect on February 22, 2010.  

Accordingly, because the Board is now implementing revised TILA Section 171 in 

§ 226.55, the Board has modified § 226.9(h) for clarity and consistency. 

Application of Right to Reject to Increases in Annual Percentage Rate   

Because revised TILA Section 171 renders the right to reject redundant in the 

context of rate increases, the Board has amended § 226.9(h) to apply that right only to 

other significant changes to an account term.  Currently, § 226.9(h) provides that, if a 

consumer rejects an increase in an annual percentage rate prior to the effective date stated 

in the § 226.9(c) or (g) notice, the creditor cannot apply the increased rate to transactions 

that occurred within fourteen days after provision of the notice.  See § 226.9(h)(2)(i), 

(h)(3)(ii).  However, under revised TILA Section 171 (as implemented in proposed 

§ 226.55), a creditor is generally prohibited from applying an increased rate to 
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transactions that occurred within fourteen days after provision of a § 226.9(c) or (g) 

notice regardless of whether the consumer rejects that increase.  Similarly, although the 

exceptions in § 226.9(h)(3)(i) and revised TILA Section 171(b)(4) permit a creditor to 

apply an increased rate to an existing balance when an account becomes more than 

60 days delinquent, revised TILA Section 171(b)(4)(B) (as implemented in proposed 

§ 226.55(b)(4)(ii)) provides that the creditor must terminate the increase if the consumer 

makes the next six payments on or before the payment due date.  Thus, with respect to 

rate increases, the right to reject does not provide consumers with any meaningful 

protections beyond those provided by revised TILA Section 171 and § 226.55.  

Accordingly, the Board believes that, on or after February 22, 2010, the right to reject 

will be unnecessary for rate increases.  Indeed, once revised TILA Section 171 becomes 

effective, notifying consumers that they have a right to reject a rate increase could be 

misleading insofar as it could imply that a consumer who does so will receive some 

additional degree of protection (such as protection against increases in the rate that 

applies to future transactions).   

Industry commenters strongly opposed the Board’s establishment of a right to 

reject in the July 2009 Regulation Z Interim Final Rule but supported the revisions in the 

October 2009 Regulation Z Proposal.  Consumer group commenters took the opposite 

position.  In particular, along with a federal banking regulator, consumer group 

commenters argued that the Board should interpret the “right to cancel” in revised TILA 

Section 127(i)(3) as providing consumers with the right to reject increases in rates that 

apply to new transactions.  However, the Board does not believe this interpretation would 

be consistent with the Credit Card Act’s provisions regarding rate increases.  
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As discussed in detail below with respect to § 226.55, the Credit Card Act generally 

prohibits card issuers from applying increased rates to existing balances while generally 

permitting card issuers to increase the rates that apply to new transactions after providing 

45 days’ advance notice.  Furthermore, by prohibiting card issuers from applying an 

increased rate to transactions that occur during a 14-day period following provision of the 

notice of the increase, the Credit Card Act ensures that consumers can generally avoid 

application of increased rates to new transactions by ceasing to use their accounts after 

receiving the notice of the increase.     

Accordingly, the final rule removes references to rate increases from § 226.9(h) 

and its commentary.  Similarly, because the exception in § 226.9(h)(3)(ii) for transactions 

that occurred more than fourteen days after provision of the notice was based on revised 

TILA Section 171(d),29 that exception has been removed from § 226.9(h) and 

incorporated into § 226.55.  Finally, the Board has redesignated comment 9(h)(3)-1 as 

comment 9(h)-1 and amended it to clarify that § 226.9(h) does not apply to increases in 

an annual percentage rate. 

As noted above, the Board has also revised § 226.9(c)(2)(iv)(B) to clarify that the 

right to reject does not apply to changes in an annual percentage rate that do not result in 

an immediate increase in rate (such as changes in the method used to calculate a variable 

rate or conversion of a variable rate to an equivalent fixed rate).  As discussed below, 

consistent with the requirements in the Credit Card Act, § 226.55 generally prohibits a 

card issuer from applying any change in an annual percentage rate to an existing balance 

if that change could result in an increase in rate.  See commentary to § 226.55(b)(2).  

                                                 
29 See 74 FR 36089-36090. 
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However, because the Credit Card Act generally permits card issuers to change the rates 

that apply to new transactions, it would be inconsistent with the Act to apply the right to 

reject to such changes.  Nevertheless, as with rate increases that apply to new 

transactions, the consumer will receive 45 days’ advance notice of the change and thus 

can decide whether to continue using the account.   

Industry and consumer group commenters also requested that the Board add or 

remove several exceptions to the right to reject.  However, the Board does not believe 

that further revisions are warranted at this time.  In particular, industry commenters 

argued that the right to reject should not apply when the consumer has consented to the 

change in terms, when the change is unambiguously in the consumer’s favor, or in similar 

circumstances.  As discussed elsewhere in this final rule, the Board believes that it would 

be difficult to develop workable standards for determining when a change has been 

requested by the consumer (rather than suggested by the issuer), when a change is 

unambiguously beneficial to the consumer, and so forth.  Furthermore, an exception to 

the right to reject generally should not be necessary if the consumer has actually 

requested a change or if a change is clearly advantageous to the consumer. 

Industry commenters also argued that the Board should exempt increases in fees 

from the right to reject if the fee is increased to a pre-disclosed amount after a specified 

period of time, similar to the exception for temporary rates in § 226.9(c)(2)(v)(B).  

However, as discussed above, § 226.9(c)(2)(v)(B) implements revised TILA Section 

171(b)(1), which applies only to increases in annual percentage rates.  The fact that the 

exceptions in Section 171(b)(3) and (b)(4) expressly apply to increases in rates and fees 

indicates that Congress intentionally excluded fees from Section 171(b)(1).  Accordingly, 
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the Board does not believe it would be appropriate to exclude increases in fees from the 

right to reject. 

Consumer groups argued that the Board should remove the exception in 

§ 226.9(h)(3) for accounts that are more than 60 days’ delinquent.  However, this 

exception is based on revised TILA Section 171(b)(4), which provides that the Credit 

Card Act’s limitations on rate increases do not apply when an account is more than 

60 days’ past due.  Accordingly, the Board believes that it is consistent with the intent of 

the Credit Card Act to provide card issuers with greater flexibility to adjust the account 

terms in these circumstances. 

Consumer groups also argued that the Board should remove the exception in 

§ 226.9(c)(2)(iv) for increases in the required minimum periodic payment.  However, 

the Board believes that, as a general matter, increases in the required minimum payment 

can be advantageous for consumers insofar as they can increase repayment of the 

outstanding balance, which can reduce the cost of borrowing.  Indeed, although the Credit 

Card Act limits issuers’ ability to accelerate repayment in circumstances where the issuer 

cannot apply an increased rate to an existing balance (revised TILA Section 171(c)), 

the Act also encourages consumers to increase the repayment of credit card balances by 

requiring card issuers to disclose on the periodic statement the costs associated with 

making only the minimum payment (revised TILA Section 127(b)(11)).  Furthermore, 

although consumer groups argued that card issuers could raise minimum payments to 

unaffordable levels in order to force accounts to become more than 60 days’ past due 

(which would allow issuers to apply increased rates to existing balances), it seems 

unlikely that it would be in card issuers’ interests to do so, given the high loss rates 
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associated with accounts that become more than 60 days’ delinquent.30  Thus, the Board 

does not believe application of the right to reject to increases in the minimum payment is 

warranted at this time.   

Repayment Restrictions   

Because the repayment restrictions in § 226.9(h)(2)(iii) are based on revised TILA 

Section 171(c), the Board believes that those restrictions should be implemented with the 

rest of revised Section 171 in § 226.55.  Section 226.9(h)(2)(iii) implemented new TILA 

Section 127(i)(4), which expressly incorporated the repayment methods in revised TILA 

Section 171(c)(2).  Because the rest of revised Section 171 would not be effective until 

February 22, 2010, the July 2009 Regulation Z Interim Final Rule implemented new 

TILA Section 127(i)(4) by incorporating the repayment restrictions in Section 171(c)(2) 

into § 226.9(h)(2)(iii).  See 74 FR 36089.  However, the Board believes that – once 

revised TILA Section 171 becomes effective on February 22, 2010 – these repayment 

restrictions should be moved to § 226.55(c).  In addition to being duplicative, 

implementing revised TILA Section 171(c)’s repayment methods in both § 226.9(h) and 

§ 226.55(c) would create the risk of inconsistency.  Furthermore, because these 

restrictions will generally be of greater importance in the context of rate increases than 

other significant changes in terms, the Board believes they should be located in proposed 

§ 226.55.   

The Board did not receive significant comment on this aspect of the proposal.  

                                                 
30 For example, data submitted to the Board during the comment period for the January 2009 FTC Act Rule 
indicated that approximately half of all accounts that become two billing cycles’ past due (which is roughly 
equivalent to 60 days’ delinquent) charge off during the subsequent twelve months.  See Federal Reserve 
Board Docket No. R-1314: Exhibit 5, Table 1a to Comment from Oliver I. Ireland, Morrison Foerster LLP 
(Aug 7,  2008) (Argus Analysis) (presenting results of analysis by Argus Information & Advisory Services, 
LLC of historical data for consumer credit card accounts believed to represent approximately 70% of all 
outstanding consumer credit card balances). 
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Accordingly, the final rule moves the provisions and commentary regarding repayment to 

§ 226.55(c)(2) and amends § 226.9(h)(2)(iii) to include a cross-reference to 

§ 226.55(c)(2).   

Furthermore, the Board has amended comment 9(h)(2)(iii)-1 to clarify the 

application of the repayment methods listed in proposed § 226.55(c)(2) in the context of a 

rejection of a significant change in terms.  As revised, this comment clarifies that, when 

applying the methods listed in § 226.55(c)(2) pursuant to § 226.9(h)(2)(iii), a creditor 

may utilize the date on which the creditor was notified of the rejection or a later date 

(such as the date on which the change would have gone into effect but for the rejection).  

For example, when a creditor increases an annual percentage rate pursuant to 

§ 226.55(b)(3), § 226.55(c)(2)(ii) permits the creditor to establish an amortization period 

for a protected balance of not less than five years, beginning no earlier than the effective 

date of the increase.  Accordingly, when a consumer rejects a significant change in terms 

pursuant to § 226.9(h)(1), § 226.9(h)(2)(iii) permits the creditor to establish an 

amortization period for the balance on the account of not less than five years, beginning 

no earlier than the date on which the creditor was notified of the rejection.  The comment 

provides an illustrative example. 

In addition, comment 9(h)(2)(iii)-2 has been revised to clarify the meaning of 

“the balance on the account” that is subject to the repayment restrictions in 

§ 226.55(c)(2).  The revised comment would clarify that, when applying the methods 

listed in § 226.55(c)(2) pursuant to § 226.9(h)(2)(iii), the provisions in § 226.55(c)(2) and 

the guidance in the commentary to § 226.55(c)(2) regarding protected balances also apply 

to a balance on the account subject to § 226.9(h)(2)(iii).  Furthermore, the revised 
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comment clarifies that, if a creditor terminates or suspends credit availability based on a 

consumer’s rejection of a significant change in terms, the balance on the account for 

purposes of § 226.9(h)(2)(iii) is the balance at the end of the day on which credit 

availability was terminated or suspended.  However, if a creditor does not terminate or 

suspend credit availability, the balance on the account for purposes of § 226.9(h)(2)(iii) is 

the balance on a date that is not earlier than the date on which the creditor was notified of 

the rejection.  An example is provided. 

Additional Revisions to Commentary 

Consistent with the revisions discussed above, the Board has made non-

substantive, technical amendments to the commentary to § 226.9(h).  In addition, for 

organizational reasons, the Board has renumbered comments 9(h)(2)(ii)-1 and -2.  

Finally, the Board has amended comment 9(h)(2)(ii)-2 to clarify the application of the 

prohibition in § 226.9(h)(2)(ii) on imposing a fee or charge solely as a result of the 

consumer’s rejection of a significant change in terms.  In particular, the revised comment 

clarifies that, if credit availability is terminated or suspended as a result of the consumer’s 

rejection, a creditor is prohibited from imposing a periodic fee that was not charged 

before the consumer rejected the change (such as a closed account fee).   

Section 226.10  Payments 

 Section 226.10, which implements TILA Section 164, currently contains rules 

regarding the prompt crediting of payments and is entitled “Prompt crediting of 

payments.”  15 U.S.C. 1666c.  In October 2009, the Board proposed to implement several 

new provisions of the Credit Card Act regarding payments in § 226.10, such as 

requirements regarding the permissibility of certain fees to make expedited payments.  
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