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is not required to, modify the language to indicate that the penalty APR has been 

increased due to previous late payments, if applicable.  The Board proposes to retain this 

comment with technical revisions to refer to card issuers, rather than creditors, consistent 

with the proposal to limit the late payment disclosures to a “credit card account under an 

open-end (not home-secured) consumer credit plan,” as that term is defined in proposed 

§ 226.2(a)(15)(ii). 

7(b)(12)  Repayment Disclosures

The Bankruptcy Act added TILA Section 127(b)(11) to require creditors that 

extend open-end credit to provide a disclosure on the front of each periodic statement in a 

prominent location about the effects of making only minimum payments.  15 U.S.C. 

1637(b)(11).  This disclosure included:  (1) a “warning” statement indicating that making 

only the minimum payment will increase the interest the consumer pays and the time it 

takes to repay the consumer’s balance; (2) a hypothetical example of how long it would 

take to pay off a specified balance if only minimum payments are made; and (3) a toll-

free telephone number that the consumer may call to obtain an estimate of the time it 

would take to repay his or her actual account balance (“generic repayment estimate”).  In 

order to standardize the information provided to consumers through the toll-free 

telephone numbers, the Bankruptcy Act directed the Board to prepare a “table” 

illustrating the approximate number of months it would take to repay an outstanding 

balance if the consumer pays only the required minimum monthly payments and if no 

other advances are made.  The Board was directed to create the table by assuming a 

significant number of different APRs, account balances, and minimum payment amounts; 
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the Board was required to provide instructional guidance on how the information 

contained in the table should be used to respond to consumers’ requests. 

Alternatively, the Bankruptcy Act provided that a creditor may use a toll-free 

telephone number to provide the actual number of months that it will take consumers to 

repay their outstanding balances (“actual repayment disclosure”) instead of providing an 

estimate based on the Board-created table.  A creditor that does so would not need to 

include a hypothetical example on its periodic statements, but must disclose the warning 

statement and the toll-free telephone number on its periodic statements.  15 U.S.C. 

1637(b)(11)(J)-(K).

For ease of reference, this supplementary information will refer to the above 

disclosures in the Bankruptcy Act about the effects of making only the minimum 

payment as “the minimum payment disclosures.”   

In the January 2009 Regulation Z Rule, the Board implemented this section of 

TILA.  In that rulemaking, the Board limited the minimum payment disclosures required 

by the Bankruptcy Act to credit card accounts, pursuant to the Board’s authority under 

TILA Section 105(a) to make adjustments that are necessary to effectuate the purposes of 

TILA.  15 U.S.C. 1604(a).    In addition, the final rule in § 226.7(b)(12) provided that 

credit card issuers could choose one of three ways to comply with the minimum payment 

disclosure requirements set forth in the Bankruptcy Act:  (1) provide on the periodic 

statement a warning about making only minimum payments, a hypothetical example, and 

a toll-free telephone number where consumers may obtain generic repayment estimates; 

(2) provide on the periodic statement a warning about making only minimum payments, 

and a toll-free telephone number where consumers may obtain actual repayment 
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disclosures; or (3) provide on the periodic statement the actual repayment disclosure.  

The Board issued guidance in Appendix M1 to part 226 for how to calculate the generic 

repayment estimates, and guidance in Appendix M2 to part 226 for how to calculate the 

actual repayment disclosures.   Appendix M3 to part 226 provided sample calculations 

for the generic repayment estimates and the actual repayment disclosures discussed in 

Appendices M1 and M2 to part 226.

The Credit Card Act substantially revised Section 127(b)(11) of TILA.

Specifically, Section 201 of the Credit Card Act amends TILA Section 127(b)(11) to 

provide that creditors that extend open-end credit must provide the following disclosures 

on each periodic statement:  (1) a “warning” statement indicating that making only the 

minimum payment will increase the interest the consumer pays and the time it takes to 

repay the consumer’s balance; (2) the number of months that it would take to repay the 

outstanding balance if the consumer pays only the required minimum monthly payments 

and if no further advances are made; (3) the total cost to the consumer, including interest 

and principal payments, of paying that balance in full, if the consumer pays only the 

required minimum monthly payments and if no further advances are made; (4) the 

monthly payment amount that would be required for the consumer to pay off the 

outstanding balance in 36 months, if no further advances are made, and the total cost to 

the consumer, including interest and principal payments, of paying that balance in full if 

the consumer pays the balance over 36 months; and (5) a toll-free telephone number at 

which the consumer may receive information about credit counseling and debt 

management services.  For ease of reference, this supplementary information will refer to 

the above disclosures in the Credit Card Act as “the repayment disclosures.”   
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The Credit Card Act provides that the repayment disclosures discussed above 

(except for the warning statement) must be disclosed in the form and manner which the 

Board prescribes by regulation and in a manner that avoids duplication; and be placed in 

a conspicuous and prominent location on the billing statement.   By regulation, the Board 

must require that the disclosure of the repayment information (except for the warning 

statement) be in the form of a table that contains clear and concise headings for each item 

of information and provides a clear and concise form stating each item of information 

required to be disclosed under each such heading.  In prescribing the table, the Board 

must require that all the information in the table, and not just a reference to the table, be 

placed on the billing statement and the items required to be included in the table must be 

listed in the order in which such items are set forth above.  In prescribing the table, the 

statute states that the Board shall use terminology different from that used in the statute, 

if such terminology is more easily understood and conveys substantially the same 

meaning.  With respect to the toll-free telephone number for providing information about 

credit counseling and debt management services, the Credit Card Act provides that the 

Board must issue guidelines by rule, in consultation with the Secretary of the Treasury, 

for the establishment and maintenance by creditors of a toll-free telephone number for 

purposes of providing information about a accessing credit counseling and debt 

management services.  These guidelines must ensure that referrals provided by the toll-

free telephone number include only those nonprofit budget and credit counseling 

agencies approved by a U.S. bankruptcy trustee pursuant to 11 U.S.C. 111(a).

As discussed in more detail below, the Board proposes to revise § 226.7(b)(12) to 

implement Section 201 of the Credit Card Act.   
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Proposal to limit the repayment disclosure requirements to credit card accounts.

Under the Credit Card Act, the repayment disclosure requirements apply to all open-end 

accounts (such as credit card accounts, HELOCs, and general purpose credit lines).   As 

discussed above, in the January 2009 Regulation Z Rule, the Board limited the minimum 

payment disclosures required by the Bankruptcy Act to credit card accounts.  For similar 

reasons, the Board proposes to limit the repayment disclosures in the Credit Card Act to 

credit card accounts under open-end (not home-secured) consumer credit plans, as that 

term is defined in proposed § 226.2(a)(15)(ii).   

As discussed in more detail in the section-by-section analysis to proposed 

§ 226.2(a)(15)(ii), the term “credit card account under an open-end (not home-secured) 

consumer credit plan” means any account accessed by a credit card, except this term does 

not include HELOC accounts subject to § 226.5b that are accessed by a credit card device 

or overdraft lines of credit that are accessed by a debit card.  Thus, based on the proposed 

exemption to limit the repayment disclosures to credit card accounts under open-end (not 

home-secured) consumer credit plans, the following products would be exempt from the 

repayment disclosures in TILA Section 127(b)(11), as set forth in the Credit Card Act:

(1) HELOC accounts subject to § 226.5b even if they are accessed by a credit card 

device;  (2) overdraft lines of credit even if they are accessed by a debit card; and (3) 

open-end credit plans that are not credit card accounts, such as general purpose lines of 

credit that are not accessed by a credit card.   

The Board proposes this rule pursuant to its exception and exemption authorities 

under TILA Section 105.  Section 105(a) authorizes the Board to make exceptions to 

TILA to effectuate the statute’s purposes, which include facilitating consumers’ ability to 
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compare credit terms and helping consumers avoid the uninformed use of credit.  See 15 

U.S.C. 1601(a), 1604(a).  Section 105(f) authorizes the Board to exempt any class of 

transactions from coverage under any part of TILA if the Board determines that coverage 

under that part does not provide a meaningful benefit to consumers in the form of useful 

information or protection.  See 15 U.S.C. 1604(f)(1).  The Board must make this 

determination in light of specific factors.  See 15 U.S.C. 1604(f)(2).  These factors are (1) 

the amount of the loan and whether the disclosure provides a benefit to consumers who 

are parties to the transaction involving a loan of such amount; (2) the extent to which the 

requirement complicates, hinders, or makes more expensive the credit process; (3) the 

status of the borrower, including any related financial arrangements of the borrower, the 

financial sophistication of the borrower relative to the type of transaction, and the 

importance to the  borrower of the credit, related supporting property, and coverage under 

TILA; (4) whether the loan is secured by the principal residence of the borrower; and (5) 

whether the exemption would undermine the goal of consumer protection. 

As discussed in more detail below, the Board has considered each of these factors 

carefully, and based on that review, believes that the proposed exemption is appropriate. 

1.  HELOC accounts.  In the August 2009 Regulation Z HELOC Proposal, the 

Board proposed that the repayment disclosures required by TILA Section 127(b)(11), as 

amended by the Credit Card Act, not apply to HELOC accounts, including HELOC 

accounts that can be accessed by a credit card device.  See 74 FR 43428.  The Board 

proposed this rule pursuant to its exception and exemption authorities under TILA 

Section 105(a) and 105(f), as discussed above.  In the supplementary information to the 

August 2009 Regulation Z HELOC Proposal, the Board stated its belief that the 
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minimum payment disclosures in the Credit Card Act would be of limited benefit to 

consumers for HELOC accounts and are not necessary to effectuate the purposes of 

TILA.  First, the Board understands that most HELOCs have a fixed repayment period.  

Under the August 2009 Regulation Z HELOC Proposal, in proposed § 226.5b(c)(9)(i), 

creditors offering HELOCs subject to § 226.5b would be required to disclose the length 

of the plan, the length of the draw period and the length of any repayment period in the 

disclosures that must be given within three business days after application (but not later 

than account opening).  In addition, this information also must be disclosed at account 

opening under proposed § 226.6(a)(2)(v)(A), as set forth in the August 2009 

Regulation Z HELOC Proposal.  Thus, for a HELOC account with a fixed repayment 

period, a consumer could learn from those disclosures the amount of time it would take to 

repay the HELOC account if the consumer only makes required minimum payments.  

The cost to creditors of providing this information a second time, including the costs to 

reprogram periodic statement systems, appears not to be justified by the limited benefit to 

consumers.   

In addition, in the supplementary information to the August 2009 Regulation Z 

HELOC Proposal, the Board stated its belief that the disclosure about total cost to the 

consumer of paying the outstanding  balance in full (if the consumer pays only the 

required minimum monthly payments and if no further advances are made) would not be 

useful to consumers for HELOC accounts because of the nature of consumers’ use of 

HELOC accounts.  The Board understands that HELOC consumers tend to use HELOC 

accounts for larger transactions that they can finance at a lower interest rate than is 

offered on unsecured credit cards, and intend to repay these transactions over the life of 
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the HELOC account.  By contrast, consumers tend to use unsecured credit cards to 

engage in a significant number of small dollar transactions per billing cycle, and may not 

intend to finance these transactions for many years.  The Board also understands that 

HELOC consumers often will not have the ability to repay the balances on the HELOC 

account at the end of each billing cycle, or even within a few years.  To illustrate, the 

Board’s 2007 Survey of Consumer Finances data indicates that the median balance on 

HELOCs (for families that had a balance at the time of the interview) was $24,000, while 

the median balance on credit cards (for families that had a balance at the time of the 

interview) was $3,000.9

As discussed in the supplementary information to the August 2009 Regulation Z 

HELOC Proposal, the nature of consumers’ use of HELOCs also underlies the Board’s 

belief that periodic disclosure of the monthly payment amount required for the consumer 

to pay off the outstanding balance in 36 months, and the total cost to the consumer of 

paying that balance in full if the consumer pays the balance over 36 months, would not 

provide useful information to consumers for HELOC accounts.   

For all these reasons, in the August 2009 Regulation Z HELOC Proposal, the 

Board proposed to exempt HELOC accounts (even when they are accessed by a credit 

card account) from the repayment disclosure requirements set forth in TILA Section 

127(b)(11), as revised by the Credit Card Act. 

2.  Overdraft lines of credit and other general purpose credit lines.  The Board 

also proposes to exempt overdraft lines of credit (even if they are accessed by a debit 

card) and general purpose credit lines that are not accessed by a credit card from the 

9 Brian Bucks, et al., Changes in U.S. Family Finances from 2004 to 2007:  Evidence from the Survey of 
Consumer Finances, Federal Reserve Bulletin (February 2009).   
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repayment disclosure requirements set forth in TILA Section 127(b)(11), as revised by 

the Credit Card Act, for several reasons. 15 U.S.C. 1637(b)(11).  First, these lines of 

credit are not in wide use.  The 2007 Survey of Consumer Finances data indicates that 

few families--1.7 percent--had a balance on lines of credit other than a home-equity line 

or credit card at the time of the interview.  (By comparison, 73 percent of families had a 

credit card, and 60.3 percent of these families had a credit card balance at the time of the 

interview.)10  Second, these lines of credit typically are neither promoted, nor used, as 

long-term credit options of the kind for which the repayment disclosures are intended.  

Third, the Board is concerned that the operational costs of requiring creditors to comply 

with the repayment disclosure requirements for overdraft lines of credit and other general 

purpose lines of credit may cause some institutions to no longer provide these products as 

accommodations to consumers, to the detriment of consumers who currently use these 

products.  For these reasons, the Board proposes to use its TILA Section 105(a) and 

105(f) authority (as discussed above) to exempt overdraft lines of credit and other general 

purpose credit lines from the repayment disclosure requirements, because in this context 

the Board believes the repayment disclosures are not necessary to effectuate the purposes 

of TILA.  15 U.S.C. 1604(a) and (f). 

7(b)(12)(i)  In General

TILA Section 127(b)(11)(A), as amended by the Credit Card Act, requires that a 

creditor that extends open-end credit must provide the following disclosures on each 

periodic statement:  (1) a “warning” statement indicating that making only the minimum 

payment will increase the interest the consumer pays and the time it takes to repay the 

10 Brian Bucks, et al., Changes in U.S. Family Finances from 2004 to 2007:  Evidence from the Survey of 
Consumer Finances, Federal Reserve Bulletin (February 2009).   


