GE Money Bank

4246 South Riverboat Road
Suite 200

Sak Loke City, UT 84123-2551
Ms. Jennifer J. Johnson

Secretary, Board of Governors of the Federal Reserve System

20™ Street and Constitution Avenue, NW

Washington, DC 20331

Re: Docket No. R-1286
Dear Ms. Johnson:

This comment letter is submitted on behalf of GE Money Bank (“GEMB”} in response {o the
proposed rule published by the Board of Governors of the Federal Reserve System (“Board™) fo revise
certain open-end credit provisions of Regulation Z (“Proposal™). GEMB is a federal savings bank located
in Utah. As a major private label credi card issuer, GEMB pariners with over §00 retail brands 1o provide
consumers with over 100 million private label and co-brand credit card accounts, The availability of store
credit, including credit provided by GEMB as part of its private label and co-brand programs, is a critical
driver of the economy because it provides increased purchasing power to consumers, Consumers also have
special affinity with our retail partners and receive valuable discounts and promotions in connection with
the use of private label and co-brand cards. GEMB appreciates the opportunity to provide the Board with
its comments on the Proposal, and we believe that given our retail-focused business, we are uniquely
situated to provide a perspective on many of the Board’s proposals,

L Semmary

GEMB believes the Proposal is generally a thoughtful and well reasoned approach toward
improving federally mandated credit card disclosures. We belicve the Proposal represents needed
modernization of Regulation Z. Although we offer comments on how the Proposal could be refined, we
generally support the Board's approach in the Proposal.

We do not intend to comment on many of the items in the Proposal, even though they may have a
significant impact on the industry as a whole. On these broader issues, we expect the Board will receive
comments of a broader scope from {rade associations and others. OQur letier focuses instead on those issues
of particularly critical importance to GEMB, many of which relate to the complexity of providing credit at
retailer points-of-sale. The overall points we would like to make are the following:

+« GEMB supports the Board’s approach to electronic disclosures, although we believe a
reguirement relating to the provision of § 226.5a disclosures should be revised,

= If required, the disclosure of the applicable APR in the account-opening table would be
operationally difficult 1o administer—especially in the retail point-of-sale environment,
A card issuer should continue to be permitied to disclose the applicable APR in writing
clearly and conspicuously with the § 226.6 disclosures.

= We believe # = tmportant for card Wauers (o provide the periodic disciosores under §
226.7 without strigt formeiting requirements,
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The Board correctly determines that the “effective APR” disclosures are not usefuf to
comsumers. Such disclosures should therefore not be required.

The proposed “year-to-date” cost disclosures on periodic statements reguire significant
effort to create and implement and may not provide cortesponding significant benefits to
CONSVIMETS.

The Board should not recommend statutory changes to the longstanding 14-day rule
pertaining to certain periodic statements, especially given the growth in receipt and
payment of bills online.

We believe the Board should explore options relating to the proposed 45-day timeframe
assoctated with changes in terms that may be more operationally feasible and less costly
for cardholders generally,

We do not believe that issuers should be precluded from taking timely risk-mitigation
measures when a consumer defaults on an agreement with a creditor. To the extent the
Board retains its 45-day waiting period for such actions, we have suggestions for how to
mitigate the unintended consequences of such a rule.

The Board should allow the same flexibility 1o issuers of retail cards that it allows to
issuers of general purpose cards in giving the minimum payment disclosures,

The Board should not require additional disclosures involving the purchase of specific
goods or services with an open-end credit account,

The Board should consider simplifying certain “triggered term” advertising disclosures o
make them less cumbersome for retailers and consumers.

We support the Board’s proposal for opening accounts by telephone in connection with
merchant purchase transactions but would ask for a clarification the rule apply equally to
credit grantors other than merchants who offer credit programs for the merchants.

Woe believe the definition of “open-end credit” should not be changed.

1L Electronic Disclosures

The Proposal includes provisions relating to the electronic delivery of certain disclosures. With
one suggested exception, GEMB supports these portions of the Proposal and we ask the Board to retain
them i a final rule,

The one area we would ask the Board (o reconsider is the requirement that lssuers provide the
spplication and solichiation disclosure @able “in 2 manner that prevents the consumer from by-passing the
disclosures before subunitting the application or reply form™ i such Jdisclosures are nof provided

autormatically or on the same web page s the apslication or

Hoitation (Commnent SalaX M Dy, We

e vt helieve such o roquirement B necossary or consistent with B requirements for paper disclosures and
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-believe that it will detract from the overall customer experience. The regulatory requirement is only that
the disclosure be provided “on or with” the solicitation or application. A link to such disclosures would
appear to satisfy the requirement that the disclosures be provided “with” the solicitation or application.
Furthermore, we believe an issuer should be permitted to post a clear and conspicuous link to the
application and solicitation disclosures in a manner similar to which an issuer can provide a reference to the
location of the disclosures in a paper application. Por example, the Board states that an issuer can disclose
the table in paper application and solicitation materials “if the application or solicitation reply form
contains a clear and conspicuous reference (o the location of the disclosures and indicates that they contain
rate, fee, and other cost information, as applicable” We believe a similar standard would be equally
appropriate in an electronic environment.” Moreover, customers who use the Internet are accustomed to
having information organized in a manner that is offered rather than forced. Links are used to provide
customers with easy access to information in a clear, well-organized fashion. We believe that requiring the
customer to scroll through disclosures they are not interested in reading will be viewed as annoying and
low-tech by many consumers and will not provide any more meaning{ul benefits than prominent links to
the disclosures.

IH. Disclosure of APR in Account-Opening Table

The Proposal includes provisions creating an account-gpening table to be provided pursuant to §
226.6. We concur with the Board that the initial disclosures required by Regulation Z could be improved,
and we believe the account-opening table is a reasonable approach. There is one provision of the proposal
that seems to create a significant issue for point-of-sale credit—specifically, the requirement in Comment
6(b)(4)(1) (iti) to disclose in the {able the specific rate for each feature if the creditor disclosed at time of
application or solicitation a number of rates that might apply after the creditor has determined the
consumer's creditworthiness. This requirement, which appears to preclude the use of an integrated
document 1o disclose the specific rate, coupied with the omission of a comment that would allow creditors
t0 use an insert to show current variable rates (as is permitied today by Comment 6{a}(2)(3)}. could impose
significant and unnecessary costs on card issuers. especially those like GEMB that provide millions of
constuniers with private-label or co-branded general purpose credit card accounts,

The proposal to include the specific and current APR in the Schumer box section of the account-
opening disclosures creates complexity in many acguisition channels, but the administrative burdens and
reliability 1ssues are compounded significantly in the context of accounts opened at the point of sale.
GEMB has taken significant steps to minimize the complexity of its regulatory compliance program at the
point of sale. We believe we have developed compliance programs that are simple enough to ensure that
store employees have minimal difficulties while still providing consumers with important information in an
efficient and compliant manaer. For variable rate programs, the printed disclosures are accurate when
printed but may be outdated when given. In this case, we provide the updated APR to customers by various
means integrated with the specific retail partner’s point of sale system, such as by using the register 1o print
the APR on a separate document or on a temporary shopping pass. In some cases, we offer several pricing
tiers, all of which are disclosed in the Schumier box. Once the customer applies for credis, we evaluate his
ar her application and assign an APR to the customer™s aceount. We communicate the cogtomer’s specific

* The Bosrd provides tivs Hexibility for slectronic disclosures, but only ¥ the table appears on the same
with page 58 the application or solivitation, without requiring the disclosares o appear on the initis! soreen.

We do not bolieve there s 2 material distinetion between a Hnk that tkes 5 consumer to g differont web
page and ooe thaf takes & consurmer 1o a different part of the seme web page.

e
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rat¢ via one of the means described above and include that communication with the other account-opening
disclosures as pari of an integrated document for purposes of compliance with § 226.6. We have found that
providing disclosures in this manner minimizes the difficulty and complexity for store employees while
still providing consumers with disclosures in a clear and conspicuous manner. Changing the rules to
provide that the specific and current APR disclosure be provided in the account-opening Schumer box, and
not allow such disclosures to accompany the account-opening Schumer box, would be extremely
burdensome for issuers and for retail stores across the country and would likely prevent this important
disclosure from being given systematically in real-time.

If we had to provide our retail partners with a variety of account-opening tables, rely on the store
management to ensure a sufficient updated supply of each type of account-opening table at all points of sale
{or other locations where the account may be opened) at all times, and expect the employee at the point of
sale to provide the correct account-opening table, we would need to redesign our compliance program for
dozens of retail partners and incur significant costs 1o ensure compliance with the new reguirement. Such
an operation becomes extremely difficult if the APRs on variable rate accounts must be accurate within 30
days of providing them o consumers, as it takes time to print and distribute the requived disclosures 1o our
retail partners. Moreover, requiring such an operation would likely result in more instances of consumers
getting incorrect or outdated terms. We do not think these compliance costs and burdens are necessary or
appropriate since we can provide consumers with the relevant, up-to-the-minute APR information in an
effective manner without pre-printing the APR in a table.

‘We ask the Board 1o revise the Proposal to allow a card issuer the option of disclosing in the
account-opening table the location of the specific and current APR for the account (for example, on a card
carrier or other document provided to the consumer at the time the account disclosures are provided). This
approach will ensure that consumers receive the information they need without imposing unnecessary costs
and compliance burdens on card issuers,

v, Periodic Statement Disclosures
A. Formatting

The Proposal includes sigaificant new formatting and content requirements for the periodic
statement disclosures. We have not experienced significant complaints regarding periodic statements
provided to consumers, To the contrary, we believe that card issuers, including GEMB, take great care to
design periodic statements that are easy for consumers to read and understand. We use our periodic
statement as an opportunity 1o communicate a variety of important information {0 our consumers—
foremost of which is their transaction information-and we strive to ensure that our periodic statement
commumnicates such information efficiently and effectively. Although some of the proposed requirements
may not significantly impact the overall presentation of periodic statements, such as those requiring like
types of transactions to be grouped in a specific manner, many of the requirements would fmpose 2 “one
size fifs all” approach to a consumer communication that is and should remain inherently unique to cach
tssuer and credit program.

GEME is convgrned that the Proposal would result in everly rigid and srescriptive formatting

requirenments that gfe not necessary 1o informe consumers of key information in 2 consumer-friendly
mammer. We believe that the requirersenis ey adveriently rosult in less effoctive pertedic sistements for
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consumers by eliminating issuers’ discretion to format periodic statements 1o meet issuers’ and consumers’
specific needs and desires. We also ask the Board to consider the significant costs that issuers would incur
if they were required to completely redesign periodic statements and provide them in a manner that does
not optimize their layout.

B Year-to-Date Cost Disclosures

As an example of significant costs that the Proposal could impose on issuers, we note that the
proposed “year-to-date” cost disclosures on periodic statements would require significant effort to create
and implement. We have investigated what would be necessary for us to create such a disclosure. First, we
would need to create new fields in our system to accumulate the amount of interest and the amount of fees
from January of each vear forward. Second, we would need to create fields in our periodic statement to
display these disclosures. Third, we would need to link the system field containing the information to the
field on the statement.  This is not a irivial or simple task from a technological perspective and will require
significant design and testing> We do not believe any consumer benefits resulting from this disclosure
cutweigh these significant costs. Consumers receive regular disclosures about the costs they pay for credit
in the form of periodic statements, among other disclosures. Since there is no fack of cost information
provided to consamers, it is not clear 0 us whether any incremental benefit of the year-to-date disclosure is
sufficient to justify its significant cost.

Lo Effective APR

GEMBE commends the Board, however, for considering the elimination of the “effective APR”
disclosure. We strongly urge the Board to delete this disclosure requirement in Reguiation Z. In the
Supplementary Information the Board has provided a very worthwhile explanation of why the “effective
APR” is a counterproductive disclosure. TILA and Regulation Z are designed to ensure that consumers
receive accurate disclosures of clear information that can be used to explain the cost of credit and fo
compare the cost of similar products. The effective APR disclosure is the antithesis of these objectives.
Since the effective APR does not reflect the annual rate of interest, it confuses consumers. We field many
calls from confused consumers wanting to know what the effective APR is, why it is different from their
“normal” APR, and what the disclosure is supposed to mean. GEMB submits that the effective APR does
not provide the consumer with any useful mformation about the cost of their account, how it compares with
other accounts, or how they should handle the account in the future. The disclosure should be eliminated.

V. Timeframe for Mailing Periodic Disclosures
The Board asks whether it should recommend to Congress a change in TILA regarding the

requirement that an issuer send a periodic statement 1o a constmer no fater than 14 days prior to the
expiration of any applicable grace period on the account.” We do not believe such a recommendation is

® ¥f this provision is retained in the final rule, we ask the effective date for this provision be effective as of
the beginping of 3 calendar year, bt ooly after sufficient tme iz provided w build and wsy the felds, It
will not only take time to croate the discloswre, but it would be Bificelt o mplement in the middie of &
caleadar vour.

* Regulgtion 7 also seguires the periodic statoment 0y be serg at least 14 days before ceriain other charges
may be assegsed, such ss 2 ale payiment oo,
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necessary. We believe that a minimum requirement of 14 days 1s generally sufficient, and GEMB is not
aware of widespread problems with consumers not having enough time to make a timely payment.
Furthermore, we believe that consumers have increasingly more efficient options for purposes of receiving
and paying their credit card bills, such as through creditors’ web sites or through use of bill payment
services. A consumer can lterally view and pay his or her bill in a matter of minutes every month if he or
she so chooses. Especially with these technological advances making receiving and paying bills faster and
easier, it scems unnecessary {0 revisit the rule that has been in effect for over 30 years. In fact, on our
credit programs where we have paperless bills, we expect paperless bill enrollments to double this year and
next. On one of our credit programs where ontine billing and payment is most popular with our customers,
22% of our customers have opted for paperless (online) bills and more than 50% make payments online.

VL Changes in Terms

The Board proposes to make significant changes to the requirements pertaining to changes n
terms. For example, the Board would require a card issuer to provide a 45-day notice prior to changing
certain terms (including those relating to late payment fees and over-limit fees). The Proposal also includes
specific formatting requirements for change-in-terms notices (“CIT notices™), including those that may be
provided on a billing statement, {Although the Board proposes similar changes for penalty pricing, we
discuss penalty pricing separately below.)

Before commenting on the Proposal’s change-in-terms provisions, GEMB believes it is important
to discuss the need for an issuer to change terms and how such flexibility benefits all consumers. A credit
eard is open-end credit—it is underwritten af one point in time, but conswimers can generally access the
credit line at any point in the future so long as the account remains open. Unlike secured credit, a credit
card issuer has no collateral or other protection against consumer default. Because a credit card Jender
lacks this security, it must have the flexibility to adjust the terms of an account if a consumer’s account risk
deteriorates or other circumstances change.

A. 45-Day Notice

The Board intends to require an issuer to provide a 45-day notice before changing terms.
However, a regulatory requirement to provide a 45-day notice could actaally resolt in a waiting period for
an issuer that spans almost three billing cycles. We have two thoughts relating to the Board’s proposal—
one concerning the effective date of the change and the second suggesting reasonable exceptions to the
timing requirement.

As we understand it, the point of extending the CIT notice period to 43 days is to give the
customer additional time to find alternative credit sources, An assumption has been made that the notice
period and the opt out period necessarily correspond, but this is not necessarily the case.

«  For instance, assume vndet the proposal that a customer i3 sent s bill including a change in terms
notice on January 1. The customer’s next bill will be sent February 1. Under the 45 day mle, the
customer’s notice and opt out period would expire on Februssy 15, I e customer does not opt
cut by this time, i s likely that the creditor would have to imploment the change interme on Agril
£, o relfate back to the March 12380 billing cvele (o avoid having changed 2 term before the
gffective date of the change).

. i
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+  However, it would be preferable and within the sprit of the Board’s proposal for the creditor io
still provide a 45 day opt out but implement the revised terms effective at the beginning of the
cycle in which the 45* day falls (February 1 in our example). This is because the calculations for
the period from February 1-February 28 would be performed when the account next bills, on
March 1 and the creditor would know by then whether the customer had opted out,

s Accordingly, we recommend that to the extent the 45 day notice period is retained, it be revised to
decouple the opt out period from the notice period and to allow the creditor in the above example
to implement the change on March | if the costomer had not opted out, with the change relating
back to February 1. Under our proposed solution the regulation would allow an issuer to
effectuate a change in terms at the beginning of a billing cycle in which the 45™ day falls if the
consumer does not opt out of the change.

Additionally, if the Board does decide to adopt a 45-day notice period, we believe there should be
reasonable exceptions. The notice period should not be necessary if the change does not apply to an
existing balance or is prospective in nature. Two examples illustrate this point:

s First, if there is a change in terms to an APR that would not affect an existing batance, the 45-day
notification should not apply. The consumer does not necessarily need the notice to attempt to
transfer a balance to aveid the effect of the change. In fact, the consumer can simply stop using
the card or cancel the card to avoid the change.

+ The same can be said for a change in a late payment fee or over-limit fee. These are changes that
are not “automatic” and would not affect the consumer but for subsequent choices made by the
consumer about when and how much to charge andfor pay. Such prospective changes should not
require a 45-day notification requirement.

B. CIT Placement

Aside from the CIT notice requirement timeframe, GEMB also asks the Board (o reconsider its
placement requirements that the CITs be embedded in the front page of the billing statement. We do not
believe it is necessary to require the CIT nolice to appear on the front page of a billing statement, though
we would agree it is reasonable to require the billing staternent to include a prominent statement message
alerting the customer that a CI'T notice is inserted into the billing statement in any month in which such a
notice is inserted. H the Board were to adopt such an approach, consumers would receive prominent
notification of a change in terms, but not necessarily in the cumbersome manner described in the Proposal,

VII.  Penalty Pricing

Many card issuers, including GEMB, reserve the right to impose penalty rates on consumers if
they engage in specific behaviors that indicate an increased credit risk, such as late paymeni. Sucha
practice allows card lssuers to modify the pricing of an scoount in specific, and prodisclosed, ways to
mitigate the risks presented by 2 cardholder. The need to reserve these specific rights in order to offer
fowet cradit priges (o conspmers i imporian for the wame reasons described shove perteiniog 1o an suer’s
ability to wpke changes in terms. The significent difference between a changs in wrms and penalty pricing
sreampements, howover, 3 the faol det the penally pricing terms are disclosed (o the consumer up front aad
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are part of the account agreement. The consumer’s agreement (o use the account includes the agreement to
the increased pricing i be or she engages in certain behavior.

A. 45-Day Notice

The Board proposes to freat penalty pricing essentially the same as a change in terms for purposes
of Regulation Z disclosure requirements except that the penalty pricing provisions must also be disclosed
under §§ 226.5a and 226.6. Specifically, the Proposal would require a card issuer to provide a consumer
with at least 2 45-day notice before implementing penally pricing provisions in the account agreement. We
do not believe this is necessary or appropriate. Furthermore, and unlike a change in terms, the penalty
pricing provisions are part of the account agreement. The consumer has already received notice of these
terms and agreed to such terms. GEMB does not believe it is necessary to provide additional notice before
implementing this portion of the contract with the consumer.

If the Board retains the 43-day notice requirement, we have some suggestions for the Board o
consider. First, we do not believe that the 45-day requirement should apply to the change in rate following
expiration of, or a consuiner’s disqualification for, a promotional APR. By way of background, it is very
common for the terms of a promotion, which are disclosed to the customer in connection with the
advertising of the promotion, to include a re-pricing provision if the customer does not pay any required
minimum payment when due. ITn such a case, the promotion ends early. The balance is no longer subject to
special treatment (e.g., 0% interest) and would become subject to the rate otherwise applicable on the
account (whether it be the standard rate, penalty rate or some other rate).  We believe clarifying that the 45
day notice period does not apply to changes in a promotional rate which result from termination or
expiration of the promotion is necessary to preserve the ability for issuers to offer consumers popular
promotional APRs in the future, We fear that we may not be able 1o offer attractive and popular
promotional APRs to consumers if we do not have the ability to make prompt adjustments in the face of
more risky consumer behaviors.

B. Timing for Notice

Further, we believe that an issuer should be permitted to provide any required notice upon the first
“trigger” of penalty pricing, even if the issuer does not necessarily reprice after that event. For example, if
two late payments would permit the issuer to reprice the account, the issuer should be permitted to provide
the penalty pricing notification after the first late payment as epposed to waiting until the second late
payment. The 45-day period would begin apon provision of the notice when the first trigger occurs, and
the issuer would be permitted to reprice any time after the later of 45 days and the second late payment.
We believe this fexibility is necessary in order to allow card issuers to provide more favorable triggers for
consumers (e.g., late twice rather than Jate once).! Purthermore, the consumer will be provided sufficient
notice to avoid certain actions in the future and to plan accordingly.

VL  Toli-Free Mumbers for Minimoum Payments

Thin fexibility is equally fmportant for an Issver that reserves e oo based on g single
default, but 25 a matter of practice or oecagional forbearance does not repries untdl 3 second defaule
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The Proposal requires that creditors make certain disclosures on periodic statements regarding the
lengih of time it will take to pay a credit card balance if only the minimum payment is made. Creditors
have an option of complying with this requirement by providing a generic message on the periodic
statement and directing customers to call a toll-free number for an estimate of the time to repay. These
estimates must be based on a minimum payment formula, Issuers of general purpose credit cards may use a
common formula for all of their cards, while issuers of retail credit cards will be required to use a separate
formuia for each of their retailer cards. This distinction seems to be based on an assumption that the terms
of retail credit cards differ more than the terms of gencral purpose cards. We respectfully disagree. In fact,
his requirement will impose a severe administrative burden on GEMB, which issues over 100 different
retail credit cards. We do not see the need to impose more costly requirements on retail credit cards than
those imposed on general purpose credit cards even though the terns of general purpose credit cards may
vary as much or more than the terms of retail credit cards. Tn order 1o reduce unnecessary costs and
administrative burdens, we ask that the proposal be amended to allow issuers of retail credit cards to use a
comumon payment formula for all of their retail credit cards, as is allowed under the proposal for issuers of
general purpose cards,

IX. Advertising

A, Disclosures Relating to Purchase of Specific Goods or Services

The Proposal includes a new proviston relating to advertising open-end credit. If an advertiserment
for credit to finance the purchase of specific goods or services states a minimum monthly payment, the
advertisement would be required also to state the total of payments and the time period to repay the
obligation, asswming thal the consumer makes only the minimum payment required for each periodic
statement. This additional disclosure would be equally prominent to the statement of the minimum
monthly payment.”

Monthly payment advertising is useful to responsible consumers on tight budgets. However,
information about repayment periods or total of payments on an open end accounl is inherently more
speculative, and may be less useful to consumers. If making monthly payment disclosures is made too
cumbersome, some creditors or retailers will stop providing this useful information to consumers who may
use it today.

We suggest that the Board not change the triggering terms section to make monthly payment a
triggering term. However, if the Board retains this disclosure trigger, we ask that the triggered disclosure
be limited to the total repayment period and not the fotal of payments, which is mere dependent on
consumer behavior and less likely to be accurate and meaningful.

Addittonally, “no payment” advertising should oot be covered by the triggering terms provision,
As the Board is aware, credit jssuers frequently offer promotional terms for specific purchases, such as “no

3 : . ¥ - B a e
7 We note that te Supplementary Information suggests thet these disciosures gre designed to mitigate
issues atising from the advertising of “spurfous opesand credlt” as deseribed by e Board, Thismey bea
reasoibls approach w addressing advertisorents for credit thay may not 128 sguarely within the definuen
of “open-end eredit.” The proposed disclosyre is not linvied 1o such forms of oredit, however, and conld
apply 10 crodit plans that are clearly opet-end, such = private label or co-brand credit card acoounts,
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payment, no interest” promotions for a particular promotional peried. The terms triggered by these
disclosures are already too lengthy (as noted below), and customers would not be helped by additional
disclosure of the time peried or amount of payments to be made if a balance remains after the promotion
expires.

B. Existing Advertising Disclosures

GEMB requests that the Board consider a specific revision to the existing advertising disclosures
in Regulation Z. Specifically, under Regulation 7, if an issuer uses a trigger term under § 226.16, it must,
ameong other things, “clearly and conspicuously set forth. . {any periodic rate that may be applied” to the
account, the fact that the rate is variable (if applicable), and certain charges, such as a minimum Charge,
that could be imposed. We interpret the regolation to require an issuer to list not only the APR applicable
at account opening, but any potentially applicable APRs, including the “go to” APR (if a promotional APR
is advertised), the default APR, the cure APR, and any other potentiaily applicable APR. Therefore, a
disclosure for a card priced on risk could read:

“As of [date], variable APRs for the cards offering the promotion are 11.15%,
17.15%, 20.15%, or 21.15%. Variable penalty APR 26.25%. Variable cure APRs
are 20.15% and 21.12%. Minimum finance charge $1.00.”

We believe this disclosure requirement in the context of risk-based pricing is overly cumbersome to
conswmers and could be made more concise. For example, we believe the disclosure could (1) simply state
that the APR varies (if applicable) and is assigned to each account when the account is opened, and (ji)
provide the highest possible standard APR. If this approach were adopted, the above example would read:

“APR varies and is assigned to each account when opened. As of {date], highest
standard APR is 21.15%.”

This is a much more concise disclosure for consumers to read and it provides them the information
necessary 1o determine whether the product advertised is of interest. GEMB does not believe that there is
marginal benefit (o disclosing potential penalty APRs, cure APRs, or minimum finance charges given that
it makes the disclosure more lengthy and less likely to be understood by consumers. We also note that the
consumer will receive the more fulsome disclosures pertaining to all applicable APRs as part of the
application itself.

X. Opening Accounts By Telephone

Regulation Z generally requires that the initial disclosures be provided to the consumer “before the
first transaction is made under the [credit] plan.” The Proposed Rule includes a provision that would
permit more flexibility for accounts opened over the phone with "merchants” to concurrently purchase
goods, s tong 48 coriain conditions are met. We songly agree with the Board's suggested approach but
ask that the provision be clarified 1o apply 10 scoounis opeded over the phone In conpection with a
concusrent perchase of goods, whether the socounts are opened "with the waseham” o "with 2 oredhior who
provides o credit program for customsers of the merchant™, This tekes into sooount the fact that most

Merder FOHIC



GE Money Bank

4246 South Riverboat Road
Suite 200

Salt Loke City, UT 84123-2551
merchants do not operate their own credit programs and instead maintain credit programs in partitership
with banks like ours.

XL Delinition of Open-End Credit
A, “Spurious” Open-End Credit

The Proposal includes significant revisions o the Commentary provisions pertaining to the
definition of “open-end credit” under Regulation Z. It appears that there are some who advocate that it
would be more appropriate for ceriain credit plans to have the closed-end disclosures required under
Regulation Z than the open-end disclosures provided today. The Board describes two of the circumstances
as relating to “spurious” open-end credit plans and “certain so-called multifeatured open-end plans.” By
proposing revisions to the Commentary, the Board would attempt to clarify the definition of “open-end
credit” by narrowing its scope.

GEMB does not believe it is necessary to revise the Commentary relating to the definition of
“open-gnd credit” to address the concerns outlined by the Board. It would seem that the existing regulation
and Commentary provide sufficient guidance for ereditors and the Board to determine whether a plan is an
open-end or closed-end plan based on the overall features of a particular plan and the expectation of
repeated transactions. We are particularly concerned that the proposed changes to the Commentary may
create more confusion and unintended consequences than exists today under the existing interpretations of
Regulation Z, which themselves have been heavily litigated over the years. Changing the definition of
open-end credit now will only reopen the floodgates of litigation while jeopardizing many legitimate open-
end credit plans.

B.  Sub-Accounts

The Proposal would also revise the Corunentary as it relates to “subaccounts” of an open-end
credit plan. This revision suggests that “subaccounts™ with different credit terms must have the credit ling
replenished upon repayment. While this may be true with certain features under a credit card or other
clearly open-end plan, it is not necessarily always true, A credit card account with a temporary
promotional APR, for instasce, may have its credit line replenished upon repayment, but not necessarily
with the temporary promotional terms. At a minimum, the Board should clarify that sub-accounts or plans
set up 1o facilitate the administration of promotional terms to particular balances are not of the type that
need to be replenishable as long as the amount of credit on the overall account can be re-used as balances
{including the sub-account balance) are paid down.

XH. Effective Date

GEMB requests that the effective date for the final rule provide card issuers sufficient time to
review the final rule, inventory necessary changes, effectuate such changes, and st such changes. We
believe this process would take 2t least two years—a two-vear time peried i sspecially necessary for
chaiges 1o the billing statement fields or format. It is our hope that the Board will allow card issuers two
vears after the final rule is published in the Federal Register before complianee with the fasl rile is
mandalory, but would also ask for 2 longthy voluntsry compliande perdod o sllow transitioning of new
disclosures o they are ready. Additionally, we wonld reguest thin during the voluntary complisnce period,
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solicitation and account-opening disclosures, to vary from the terminology used in statement disclosures.
This would ease the complexity of the transition.

We also ask the Board to state specifically that the changes in Regulation Z would net apply to
disclosures given, or advertisements made, prior to the mandatory effective date. Although we believe this
would be true regardless of any clarification, we ask the Board to so state as part of the final rule.

XIH. Conclusion

Apgain, GEMB appreciates the effort the Board and its staff have made in proposing thoughiful
revisions to Regulation Z. GEMB generally supports the Board™s approach o many of those key revisions,
including the general revisions to the application and solicitation disclosures and the account-opening
disclosures. We appreciate the opportunity to provide our concerns about other portions of the Proposal,
and hope the Board will consider our suggestions for improving Regulation Z for consumers and card
issuers alike. Please do not hesitate to contact ine if GEMB can be of further assistance in this matter.

Sincerely,

Ld 7 CoMun

Brent Wallace
President
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