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EXECUTIVE SUMMARY

BACKGROUND AND DESCRIPTION OF PROJECT

The Truth in Lending Act (TILA) was enacted by Congress in 1968. The primary purpose of
this act was to protect consumers by requiring that lenders disclose key pieces of information to
consumers at various points in time. The Federal Reserve Board (the “Board”) was assigned by
Congress the responsibility of implementing TILA, and currently does so through its Regulation
Z.

In 2004 the Board began the process of revisiting some portions of Regulation Z to determine
whether revisions were necessary. The rules being reviewed relate to open-end credit, of which
the primary example is general-purpose credit cards. The goal of the review is to ensure that the
regulations lead to disclosures that consumers would most likely to pay attention to, understand
and comprehend, and be able to use in their decisionmaking.

In April 2006, the Board contracted with Macro International Inc. (“Macro”) to assist the Board
in this effort. Macro is a research and evaluation company headquartered in Calverton, MD, that
has 40 years of experience working with government and non-profit clients. Their role in the
project is to work with the Board to conduct consumer testing and design improved credit card
disclosures based on the results of that research.

This project thus far has consisted of two phases. In the first phase, Macro conducted four focus
groups® (two at Macro’s headquarters in Calverton, MD and two in Birmingham, AL) and one
round of cognitive interviews? in Baltimore, MD that focused on how consumers use credit card
disclosures that they currently receive. The focus groups gathered information about the types of
information that consumers currently use for financial decisionmaking, while the one-on-one
cognitive interviews studied how they read and use specific credit card disclosure forms.

The second phase of the project, which took place between September 2006 and March 2007,
was devoted to the development and testing of revised forms. This phase consisted of four
additional rounds of one-on-one cognitive interviews with a total of 33 participants in Kansas
City, MO; Denver, CO; Boston, MA; and Dallas, TX. A set of revised model forms was
developed for each round. In the interviews, participants were asked to read and use these mock
forms just as they normally would, and data was collected on which aspects of each form were
most successful in providing information clearly and effectively. The findings from each round
of interviews led to revisions to the models for the next round.

This consumer testing informed the Board’s proposed revisions to Regulation Z, which the
Board will be releasing for public comment in May 2007. The revised disclosure forms that
were developed through the testing will be included as model forms with the proposal.

! Each focus group consisted of between eight and thirteen people that discussed issues identified by the Board staff
and raised by a moderator from Macro.
% The cogpnitive interviews consisted of one-on-one discussions with consumers.
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SUMMARY OF FINDINGS

The testing conducted by Macro focused on six different types of disclosures related to credit
card accounts:

Solicitation and Application Disclosures: These disclosures (often referred to as the
“Schumer Box” disclosures) are provided on or with direct-mail solicitations and
applications for credit cards to help consumers compare and shop for credit cards. Of the
disclosures addressed in this study, this is the only one for which a specific tabular layout
is required by the Board.

Initial or Account-Opening Disclosures: These disclosures are provided when the
credit card account is opened to inform consumers about the terms of the account. These
disclosures are mostly provided in cardholder agreements, along with other legal and
contractual information that issuers opt to include.

Periodic Statements: These disclosures are usually provided to consumers on a monthly
basis to inform them about transactions, fees, and interest charges incurred in the
previous billing cycle. These statements inform consumers of when they must make a
payment in order to avoid additional charges, as well as how large their payment must be.
Periodic statements also include the interest rates that apply to the account.

Change-in-Terms Notices: These disclosures are given to consumers whenever a
change is made to the terms of the account. They are either included as an insert with
periodic statements or sent in a separate mailing.

“Convenience Checks”: These checks (sometimes called “balance transfer checks”) are
given to consumers as additional devices to access their credit card accounts. They are
usually included with periodic statements or sent to cardholders in a separate mailing.

Solicitation Letters: Credit card offers that are sent in the mail usually include a
solicitation letter, along with a required Schumer Box. This letter is primarily for
marketing the offer to consumers, but it usually includes a description of some of the
account terms. Although these letters are not required disclosures, the Bankruptcy Act,
which was passed in 2005, requires the solicitation letter to contain certain disclosures if
the letter discloses a discounted introductory rate.

The following is a summary of key findings from consumer testing that informed the Board’s
proposed revisions to the disclosures listed above.

Findings Related to the Schumer Box

Annual Percentage Rates

Separation of “Other APRs” into Different Lines

The current Schumer Box model form lists APRs in two rows—one for the APR for Purchases,
and another for “Other APRs” (i.e., rates for other types of transactions and the Default APR).
However, the first round of testing in Baltimore demonstrated that participants had difficulty

WIACRO i



finding and distinguishing the rates in the Other APRs row. Subsequent interviews showed that
disclosing these rates in separate rows helped participants distinguish between them. It also
increased the likelihood that readers would notice and understand the significance of the Default
APR. Therefore, this design was used in the proposed Schumer Box model.

Format of Annual Percentage Rates

A variety of different formats was tested for how APRs could best be displayed in separate rows.
The format that made it easiest for consumers to quickly identify and compare APRs for
different transactions was to present the rates first in each line in bolded text, and then to indent
each subsequent line. This enabled quick scanning down the page, which is how most
participants seemed to read the Schumer Box. A similar format was used in the fees section of
the Schumer Box.

Selection of Initial APR Based on Creditworthiness

When shown a credit card offer that displayed a range of possible APRs for purchases, many
participants in the focus groups were unaware that the rate they would be offered within that
range would be determined by their credit history. To clarify this point, a notice was added
indicating that the initial rate would be selected “based on your creditworthiness.” Testing
showed that while participants did not see this disclosure when it was provided in a footnote,
they both noticed and understood it when it was located immediately following the range of
rates. Therefore, the proposed model form displays the information in this location.

Font Size of APR for Purchases

Current regulations require that the APR for purchases be printed in size 18 point font to ensure
that it is conspicuous. In our models, we varied the size of this rate to test whether or not this
larger type size is necessary. Findings showed that participants tended to identify the APR for
purchases more quickly and accurately when it was in a larger font size than other rates on the
form. However, a font size of 16 seemed to make this information sufficiently conspicuous;
there was no evidence that this APR necessarily needed to be printed in size 18 point font.

Fixed and Variable Rates

Labeling of Fixed Rates

In the first three rounds of interviews, participants were asked to indicate what the phrase “fixed
rate” meant to them. While some responded that a “fixed rate” could still change, a significant
number indicated that these rates could not change regardless of what happened (similar to a
“fixed-rate mortgage”). Because of this misconception, the word “fixed” was removed from
Schumer Box models in relation to interest rates.

Labeling of Variable Rates

Currently, if a rate disclosed in the Schumer Box is a variable rate, issuers must indicate that the
rate may vary, and disclose the index and margin used to calculate the rate. Participants in the
first three rounds of testing interpreted the meaning of “variable rate” in different ways. Some
interpreted it correctly as a rate that would vary based on changes to an index, such as a Prime
Rate. Others, however, incorrectly assumed that a variable rate would primarily change based on
cardholder behavior or creditworthiness. Other participants understood that the rate could
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change, but did not know why or how. For this reason, following the Denver interviews the label
“variable” in the Schumer Box was replaced with the phrase: “This rate will vary with the market
based on the Prime Rate.” Testing showed that following this change, participants more clearly
understood the principal reason that variable rates change over time.

Removal of Detailed Variable Rate Information from the Schumer Box

Focus groups and early rounds of interviews demonstrated that most participants do not find
valuable the details about how variable rates are calculated, including the margins that are used
in these calculations. In addition, interviews in Kansas City and Denver showed that this
information was distracting for a significant percentage of participants, since they confused the
margins with actual APRs. Therefore, detailed information about how variable rates are
calculated was removed from subsequent models of the Schumer Box.

Penalty APR and Penalty Triggers

Label of Default/Penalty APR

Some participants in early rounds of interviews believed that the Default APR would only apply
in extreme circumstances, such as when an account was closed due to delinquency. Some
assumed, incorrectly, that this APR could not be triggered by one late payment. In the Denver
interviews, the labels “Highest Possible APR” and “Penalty APR” were tested as alternatives to
“Default APR.” Of the three possibilities, the label “Penalty APR” was best understood by
participants as applying to events such as paying late or exceeding a credit limit, so in all future
models this term was used.

Location of Penalty Triggers in the Schumer Box

Participants who looked at current credit card offers had a great deal of difficulty identifying the
specific instances in which the Penalty APR would be applied. (Currently, the triggers for the
Penalty APR must be included outside the Schumer Box.) As a result, models were tested that
included these triggers in the Schumer Box. Testing in Kansas City and Denver showed that the
significance of these triggers was best understood if they were located in close proximity to the
Penalty APR itself so that readers could connect the two. The proposed model form includes the
Penalty APR and triggers together in the same row of the Schumer Box.

Information About the Balances to Which the Penalty APR Would Apply and How Long the
Penalty APR Would Apply

Some participants in later rounds of testing indicated that they thought that the Penalty APR
would only be charged on the amount by which they went over their credit limit, rather than on
their whole balance. Others thought that this rate would only apply during the month of their
transgression (e.g., the month they paid late or went over the credit limit), and their rates would
immediately return to the normal rate after that month. In actuality, however, some credit card
issuers apply the Penalty APR to all existing and future balances, and reserve the right to apply
this Penalty APR indefinitely. To correct these misconceptions, the proposed regulations would
require in the Schumer Box information about the balances to which the Penalty APR will apply
and how long the Penalty APR will apply.
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References to the Penalty APR

A significant percentage of participants in early rounds of interviews knew that penalty fees
could be charged, but did not notice in the forms tested that their APRs could also be raised in
penalty situations. As a result, models for the Boston and Dallas interviews included a
parenthetical reference next to information about penalty fees that alerted readers to the fact that
the “Penalty APR may also apply.” (A cross-reference to the Penalty APR also was added to the
models tested in the Dallas interviews.) The addition of this information increased the number of
readers who noticed the Penalty APR.

Fees

Inclusion of Fees in the Schumer Box

Participants in the focus groups indicated that annual fees, transaction fees, and penalty fees are
key factors that they consider when evaluating credit card offers. Interviews in Kansas City
confirmed that consumers can find information about fees much more easily when it is provided
inside the Schumer Box, rather than underneath the box. (Currently, card issuers are allowed to
disclose transaction fees and penalty fees inside or outside the Schumer box.) Therefore, all
subsequent models that were developed included annual fees, balance transfer fees, cash advance
fees, and penalty fees in the Schumer Box. Participants in the interviews indicated that fees for
foreign transactions were less important to them when shopping for a credit card, so these fees
are not included in the proposed Schumer Box model.

Separate Section for Fees

In Kansas City and Denver, models were tested that integrated transaction fees with APRs (e.g.,
displaying the APR and fee for balance transfers in a single row). However, participants found it
easier to find transaction fees when all fees were displayed together in a separate labeled section.

References to Transaction Fees

There were a number of participants in early rounds of testing who did not notice that fees could
be charged for balance transfers and cash advances, even when these fees were included in the
Schumer Box in the fees section. To address this problem, references were added to the “APR
for Balance Transfers” and “APR for Cash Advances” lines of the Schumer Box that alerted
consumers to these fees. Interviews in Boston and Dallas showed that these references were
effective at increasing consumer awareness of these potential charges, so they were included in
the proposed models.

Other Disclosure Notices

Disclosure of Balance Calculation Method

In the focus groups and first two rounds of interviews, participants indicated that the balance
calculation method was the piece of information in current Schumer Boxes that they found least
useful. In Denver, several models included language that attempted to explain the significance
of balance calculation methods, including one that stated that, compared to other methods, “two-
cycle” billing could lead to higher interest charges if a consumer pays his or her balance in full
some months but does not in other months. Most participants did not understand this disclosure;
they appeared to need more information about how balances are calculated. However, Macro
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and Board staff had concerns that adding sufficient detail to explain the balance calculation
methods would likely add too much text to the disclosures and detract from other information in
the Schumer Box. In addition, respondents continued to indicate that balance calculation
information was not important to them and that they would be unlikely to use it when making
credit card decisions. Therefore, information on the balance calculation method was moved
from inside the Schumer Box to directly underneath the Box.

Disclosure of Payment Allocation Method

In the first round of interviews in Baltimore, a significant portion of participants did not
understand that credit card issuers usually allocate payments to lower-APR balances first, and
that this practice leads to larger interest charges for cardholders who also carry balances at
higher-APR rates. As a result, a disclosure was added to the Schumer Box explaining this
practice. Further testing showed that this disclosure was most conspicuous when it was placed in
the APR section of the Schumer Box, since payment allocation was based on rates for different
balances. Testing in later rounds showed that after reading this disclosure, a significant
percentage of participants still did not fully understand how payment allocation could affect their
interest charges. Further testing may be needed to determine whether the payment allocation
concept can be clearly and concisely explained to consumers in the Schumer Box.

Grace Period

Credit card issuers currently must disclose in the Schumer Box any “grace period” for purchases
— which is the time period a consumer is given to pay off the entire balance each month to avoid
paying interest on purchases. Some participants in early rounds misinterpreted the phrase “grace
period” to mean the period of time after the payment due date that cardholders could make
payments without being charged a penalty fee. To counter this misconception, various models
were tested that attempted to define the grace period more clearly, with some models containing
detailed descriptions. However, these longer descriptions tended to confuse participants. As a
result, the proposed Schumer Box model uses a more concise description.

Minimum Interest Charge

Currently, credit card issuers must disclose in the Schumer Box the amount of any minimum or
fixed finance charge that could be imposed during a billing cycle. Some participants in early
rounds interpreted a “minimum finance charge” of $0.50 to mean they would pay this charge
every month. (In actuality, consumers would pay this charge only in those months where a
consumer would otherwise incur an interest charge that is less than the minimum charge.) To
address this misconception, the proposed model forms include a brief statement explaining the
minimum interest charge. In addition, the proposed model forms refer to this charge as the
“minimum interest charge” instead of the “minimum finance charge” because participants did
not appear to understand the term “finance charge” in this context.

Reduction of Available Credit Due to Fees

Subprime consumers (i.e., those with low credit scores) are often charged “account set-up” fees
at account opening that decrease the amount of credit that is available to them. When
cardholders are unaware of these set-up fees they can unknowingly go over their credit limit,
bringing about additional penalty fees. To address this concern, models tested in Boston and
Dallas included a disclosure in the fees section that alerts consumers to the impact of set-up fees
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on available credit. Nearly all participants noticed this disclosure, understood it and found it
useful, so it was included in the proposed models.

Website for Additional Information

Models that were tested in later rounds included a reference to a Board website where consumers
could get more information about what to consider when choosing a credit card. Based on initial
testing, the wording of this reference was revised to clarify what kind of information would be
available on the website and to emphasize that it was administered by the Board, not an
individual credit card issuer. Although some participants indicated they were likely not to use
the website, other participants indicated they might find the website helpful, so it was included in
the proposed model forms.

Findings Related to Periodic Statements

Interest and Fees

Use of the Term ““Finance Charge”

Findings from the first two rounds of interviews showed that consumers do not have a consistent
understanding of the phrase “finance charge”—some equated it with interest, while others
believed that transaction and/or penalty fees were also included. The more specific terms
“interest” and “fees,” on the other hand, were generally understood by participants. As a result,
subsequent models that were developed did not use the term “finance charge” on periodic
statements, and instead referred specifically to “interest” and “fees.”

Inclusion of Interest in Transaction List

When shown a sample statement and asked to identify the charges to the account in the past
month, most participants in the first two rounds of interviews did not mention interest charges.
While many were aware that interest was being charged, the fact that it was not “top-of-mind” to
cardholders indicated a need to make it more conspicuous on the statement. Because the
transaction list was a portion of the statement that most participants reviewed carefully, models
were developed for interviews in Denver that included interest charges in this list. Testing
showed that this change increased respondents’ awareness of interest charges, so all subsequent
models included interest charges in the transaction list.

Year-to-Date Totals for Interest and Fees

Early rounds of interviews led to concerns that some consumers may not appreciate the
cumulative effect of paying a small amount of interest and fees each month. With this in mind,
year-to-date totals for interest and fees were added to models tested in Boston. Participants
reacted very positively to these year-to-date totals, and indicated that this information would help
them review their spending habits and make financial decisions. Therefore, year-to-date totals
were retained in the proposed model forms.
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Annual and Periodic Interest Rates

Labeling of Annual Interest Rates

Because annual interest rates are typically called “Annual Percentage Rates” on credit card
offers, participants in the first two rounds of interviews were confused when alternative labels
(such as *“corresponding annual percentage rate”) were used on periodic statements. Therefore,
all forms in subsequent rounds of testing used the term “Annual Percentage Rate” to describe
annual interest rates.

Removal of Periodic Rate from the Statement

All rounds of interviews tested statement models that displayed a periodic rate (i.e., a daily or
monthly rate) in addition to the Annual Percentage Rate. However, findings consistently showed
that some participants did not understand what periodic rates were. In addition, most of those
who did understand them indicated that they did not find these rates useful. Therefore, the
proposed model forms do not include a periodic rate.

Effective APR

Relabeling/Removal of Effective APR

The effective APR, a figure that issuers are currently required to disclose on periodic statements,
is the rate that consumers paid in the previous month when certain fees, such as transaction fees,
are included along with interest charges. However, participants in the testing had a great deal of
difficulty interpreting this term. Regardless of the explanatory text that was provided, most
participants did not understand that the effective APRs shown on the mock periodic statements
included both interest and transaction fees, and many of those who did understand the rates
indicated that they did not provide useful information. In addition, the presence of the effective
APRs was often confusing to participants; in each round there were some who mistook these
rates for the annual interest rate. In the final round of testing in Dallas, the effective APR was
relabeled the “Fee-Inclusive APR.” There was some indication that this new label increased
participants’ understanding that the term included both interest and transaction fees. Further
testing is needed to determine whether the presentation of the “Fee-Inclusive APR” in the
proposed model is successful in explaining the term to consumers, as well as whether they find
this information useful.

Transaction List

Grouping of Transaction List by Transaction Type

Currently, most periodic statements display transactions in a single list chronologically. One of
the early models that was tested, however, categorized the transaction list by type. Evidence
from the Denver and Boston rounds of interviews showed that participants preferred this type of
list, and that respondents who saw “grouped” transaction lists more easily identified fees that
they had been charged. Therefore, this format was used in the proposed model forms.



Other Disclosures and Notices

Minimum Payment and Late Payment Disclosures

The Bankruptcy Act requires banks to include two disclosures on their periodic statements: a) a
notice that indicates the consequences of only making minimum payments each month; and b) a
warning that explicitly spells out what could happen if a consumer makes a late payment. In the
early rounds of interviews, participants appeared to understand the wording of these two
disclosures, so focus then shifted to their placement on the statement. Models were developed
that had these notices in a variety of locations, including on the payment coupon and in a
separate “Bank News” section. Testing eventually showed that the disclosures were most
noticeable when located in close proximity to payment information such as the due date and
minimum payment.

Inclusion of Summary of Key Changes to Account

Many participants in the focus groups indicated that they usually throw away any inserts that are
included with their periodic statements without reading them, including any that describe
changes to their account terms. Therefore, a summary of key changes was tested on the
statement itself. Models were developed and tested that contained this summary in a variety of
locations, but results from interviews showed that it was most noticeable when it was on the
front page and appeared before the transaction list. Later rounds of interviews also showed that
this disclosure was more noticeable when it contained a tabular summary of changes to key
terms, such as a table showing the new rate for purchases and the new amount of the late fees. A
general reference to the types of changes that were being made, such as a statement that some of
the changes affect APRs on purchases and late fees with a reference to the insert for more details,
was not as noticeable or useful to participants.

Time Payment Is Due

Testing in Baltimore found that many consumers assume that payment is due either at midnight
or by the close of business on the payment due date. Most were not able to find information on
the back of the statement that indicated that payment was due earlier in the day. Therefore, all
models that were subsequently developed included a reference on the front of the statement to
the time that payment was due. Participants who saw these models found this information
extremely helpful, so this information is in the proposed forms.

Findings Related to Solicitation Letters

Placement of Go-To Rate and Expiration Date of Introductory Offer

When participants in the interviews were given a Schumer Box to review, they were also given a
marketing solicitation letter that offered a 0% introductory rate on balance transfers. On these
letters, the zero percent APR was first mentioned in a heading at the top of the page in large type.
When the go-to rate (i.e., the APR after the introductory offer ends) and expiration date were
located in the text of the letter or in a footnote, a large percentage of readers did not notice them
in their first reading and had difficulty finding this information when asked. When this
information was displayed in the heading along with the introductory rate, however, participants
were much more likely to see it. This finding is consistent with the requirements in the
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Bankruptcy Act that require the go-to rate and the expiration date to be in a “prominent location
closely proximate” to the introductory rate.

Findings Related to Account-Opening Disclosures

Inclusion of Summary Insert with Account-Opening Disclosures

Most participants in the focus groups indicated they do not read the cardholder agreements that
they receive when they open a new credit card account because these documents are often
written with small print and dense prose. At the same time, they expressed a desire for some
way to: a) check when they receive their card to make sure that the terms of their account are
what they expected; and b) have a clear and easily readable summary of account terms to which
they could refer at a later date. Participants in the Baltimore interviews responded very
positively when shown a cardholder agreement that included a separate insert that summarized
key terms such as APRs and fees. They indicated that they would be much more likely to read
this insert than the agreement itself, and would also be more likely to save it for future reference.
In Denver, a summary of key terms in a format very similar to the Schumer Box was tested as
part of the account-opening disclosures. Participants in that round of interviews indicated that
they found this summary to be clear and understandable, and that they would be much more
likely to review it than their cardholder agreement when they received their card. For this
reason, the proposed regulations would require that issuers provide a tabular summary of key
terms at account opening similar to the Schumer Box.

Findings Related to Change-in-Terms Notices

Inclusion of Summary of Changes to Key Terms

Participants indicated in focus groups and interviews that they often do not carefully read
change-in-terms notices that they receive from their bank in the mail. Many indicated that they
are frustrated by the small type size in these notices, and that because the text is technical and
complicated they have difficulty identifying the information in the document that they consider
important. Testing showed that when a tabular summary of key changes is provided, either at the
beginning of the notice or on a separate piece of paper, consumers are more likely to read the
notice and to understand what terms are being changed. Proposed regulations, therefore, would
require that such a summary be provided by issuers in most situations.

Findings Related to Convenience Checks

Inclusion of Key Disclosures on Front of Checks

In the last two rounds of interviews, participants were shown a set of convenience checks and
asked a series of questions about the terms. Testing in Dallas showed that participants were
more aware of applicable fees and the lack of a grace period when this information was on the
front of the page containing the checks, rather than the back. The interviews also showed that
participants often did not notice disclosure text stating that the interest rate on convenience
checks would be “the current rate on cash advances” because they were looking for an APR
written in numerical form. Therefore, proposed regulations would require that issuers disclose
on the front of the page containing the check any transaction fees applicable to the checks, the
type of rate that will apply to the checks (such as the cash advance rate) and the APR that will
apply, and whether a grace period applies to use of the checks.
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SECTION |: INTRODUCTION

BACKGROUND

In 1968, the Truth in Lending Act (TILA) was enacted by Congress to protect consumers by
requiring that certain information be disclosed to them by lenders at various points in time. The
Federal Reserve Board (the “Board”) was assigned by Congress the responsibility of
implementing TILA, and currently does so through its Regulation Z.

In 2004, the Board began the process of revisiting some portions of Regulation Z to determine
whether revisions were necessary. The rules being reviewed relate to open-end credit, of which
the primary example is general-purpose credit cards. The goal of the review is to ensure that the
regulations lead to disclosures that consumers would most likely pay attention to, understand and
comprehend, and be able to use in their decisionmaking.

The Board contracted with Macro International Inc. (“Macro”) in April 2006 to assist the Board
in this effort. Macro is a research and evaluation company headquartered in Calverton, MD that
has 40 years of experience working with government and non-profit clients. For this project, the
firm has three primary roles. The first is to conduct consumer testing through focus groups and
one-on-one cognitive interviews to inform the development of the Board’s revisions to
Regulation Z. The second is to design revised model disclosure forms based on findings from
qualitative research. Macro’s third role will be to conduct quantitative testing of the revised
forms to determine whether they are more effective than the current versions. The work
conducted thus far has focused on the first two roles; the quantitative testing has not yet taken
place.

As of May 2007, Macro had conducted four focus groups and five rounds of cognitive interviews
in seven different locations in the United States. Representatives of the Board attended all of the
consumer tests, and Macro has provided interim findings multiple times since the project began.
The results of this research have had a strong influence on the proposed revisions to
Regulation Z that the Board will be releasing for public comment in May 2007, and many of the
revised disclosure forms that were developed through the testing will be included as model forms
with the proposal.

OVERVIEW OF THE PROJECT

The project thus far has consisted of two phases. In the first phase (which is covered in more
detail in Section Il of this report), Macro conducted four focus groups and one preliminary set of
cognitive interviews that were focused on gaining knowledge about how consumers use the
credit card disclosures that they currently receive. The focus groups, which took place in
Calverton, MD, and Birmingham, AL, gathered information about the types of information that
consumers currently use for financial decisionmaking. The preliminary round of interviews
(carried out in Baltimore, MD) studied how consumers read and use specific credit card
disclosure forms.
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The second phase of the project (described in Section 111) was devoted to the development and
testing of revised forms. This phase consisted of four additional rounds of one-on-one cognitive
interviews in different locations: Kansas City, MO; Denver, CO; Boston, MA; and Dallas, TX.
A set of revised models was developed for each round. Participants in the interviews were then
asked to read and use these mock forms just as they normally would, and data were collected on
which aspects of each form were most successful in providing information clearly. The findings
of each round then informed revisions to the models for the next round. This iterative process
continued until the final round, after which the proposed models to be released for public
comment were finalized.

Six different types of disclosures related to credit card accounts were examined. The following
is a list of these disclosures, along with some of the key research questions associated with each:

e Solicitation and Application Disclosures: These tabular disclosures (often referred to as
the “Schumer Box” disclosures) are provided on or with direct-mail solicitations and
applications for credit cards to help consumers compare and shop for credit cards. Of the
disclosures addressed in this study, this is the only one for which a specific layout is
currently required by the Board.

0 Key Research Questions:

= What credit terms are important to consumers as they shop for credit cards?

= What format is most effective in presenting these key credit terms to consumers?

= |Is there information that should be included in the Schumer Box because
consumers would find it useful?

= s there information that should be removed from the current Schumer Box
because consumers do not understand or use it?

= |s there information in the Schumer Box that needs to be more clearly explained
to consumers?

e Initial or Account-Opening Disclosures: These disclosures are provided when the
credit card account is opened to inform consumers about the terms of the account. These
disclosures are typically provided in cardholder agreements, along with other legal and
contractual information that issuers opt to include.

0 Key Research Questions:
= How do consumers currently use their cardholder agreements?
= What information do consumers want to have when they receive their card?
= What format is the most effective way to highlight key terms to make them more
conspicuous for consumers?

e Periodic Statements: These disclosures typically are given on a monthly basis to inform
the consumer about transactions, fees, and interest charges incurred in the previous
billing cycle. These statements inform consumers of when they must make a payment in
order to avoid additional charges, as well as how large their payment must be. Periodic
statements also include the interest rates that apply to the account.

0 Key Research Questions:
= What information on the periodic statement is most useful to consumers?
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= Are there pieces of information that are not currently required on statements that
consumers would find useful?

= How can warnings and notices about late payments and minimum payments
required by the Bankruptcy Act®, passed in 2005, be made conspicuous?

e Change-in-Terms Notices: These disclosures are provided to consumers when a change
is made to key terms of the account. They are either included with monthly statements or
sent in a separate mailing.

0 Key Research Questions:
= How carefully do consumers read change-in-terms notices that they currently
receive?
= What format is most effective in presenting key changes to consumers so they
notice and understand this information?

e “Convenience Checks”: These checks (sometimes called “balance transfer checks”) are
given to consumers as additional devices to access their credit card accounts. They are
usually included with monthly statements or sent to cardholders in a separate mailing.

0 Key Research Questions:
= What terms do consumers consider most important when deciding whether or not
to use convenience checks?
= What format is most effective in presenting these terms to consumers so they
notice and understand this information?

e Solicitation Letters: Credit card offers that are sent in the mail usually include a
solicitation letter, along with a required Schumer Box. This letter is primarily for
marketing the offer to consumers, but it usually includes a description of some of the
account terms. Although these letters are not required disclosures, the Bankruptcy Act
requires that the solicitation letter contain certain disclosures if the letter discloses a
discounted introductory rate.

0 Key Research Questions:
= How do consumers review solicitation letters that they get in the mail?
= Where should information be placed to make it most conspicuous to consumers?

STRUCTURE OF THIS REPORT

This report provides a summary of the work that has been carried out this far, the methodologies
that have been used, and the key findings that had a strong influence on the development of the
proposed forms that are being released for public comment. Section Il describes the initial
research on how consumers use current credit card disclosures. Section 11l details how revised
forms were developed and tested, and tracks their evolution through four rounds of cognitive
interviews. Finally, Section IV addresses some general findings related to the need for consumer
education, as well as next steps for this project.

% The Bankruptcy Abuse Prevention and Consumer Protection Act of 2005. Public Law 109-8, 119 Stat. 23.
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SECTION Il: RESEARCH ON CURRENT
DISCLOSURE FORMS

Focus GRouPs (MAY AND JUNE, 2006)

Objectives and Methodology

Before any testing was done with specific disclosure forms, it was necessary to gather more
general information about a) what information credit card consumers use in making decisions
regarding their accounts; and b) how they currently find and process this information. Macro
gathered this information through a series of four focus groups in the spring of 2006. Two
groups were held in Calverton, MD, on May 31, and two more groups were held in Birmingham,
AL, on June 13.

Participants for the groups were recruited by telephone using a structured screening instrument
(see Appendix A for a summary of participants’ demographic information). In each location,
Macro attempted to ensure that one of the two groups was made up of consumers with prime
credit cards, and that the other was made up of consumers with low credit cards. For the
purposes of recruiting, consumers with subprime credit cards were identified as consumers who
either had a credit limit of less than $1,500 on their primary credit card or had paid a set-up fee
or security deposit to initiate that card. The groups were separated in this way because subprime
consumers are frequently less knowledgeable about credit cards, so the researchers were
concerned that they might participate less actively in a mixed group. In addition, the types of
credit cards offered to prime and subprime consumers are often different; for example, subprime
cards often charge additional account set-up fees. Therefore, some topics of discussion were
only relevant for subprime cardholders.

For the most part, the focus group discussions proceeded chronologically through the life of an
account. The questions focused on four points in time: solicitation, account opening, monthly
statements, and other communication during the life of the account. At each of these four points,
participants were first asked what credit card information they find most useful. Participants
were then shown a sample of a current credit card disclosure to see if it stimulated any additional
thoughts. The samples that were used are provided in Appendix B.

Although these focus groups represented the first phase in the redesign of disclosures for credit
card accounts, participants were not shown any revised models. The goal was to get baseline
information about how consumers use current forms so that new models could then be designed
to meet their informational needs.

WIACRO 4



Key Focus Group Findings
Communication with Credit Card Companies and General Account Management

e Participants indicated that they communicate with their banks primarily by phone, rather than
by e-mail or mail. In most cases they call when there is a problem with their account, not for
routine account maintenance.

e Most participants said that they do not save the original solicitations for the credit cards for
which they apply. However, most said that they do save other documentation (e.g.,
cardholder agreements), as well as their monthly statements.

e When asked whether the interest rate on their account had ever increased, only a few
participants indicated that it had. Those that did say their rate had increased said that they
noticed the change when looking at their monthly statements. However, a significant number
of participants said that they do not track their interest rate carefully on their monthly
statements, so it was possible that their rate changed and they did not know.

Solicitation Disclosures

e When asked to list the most important account terms that they considered when shopping for
a credit card, participants mentioned the following terms most frequently:
= Interest rate on purchases
= Interest rate on balance transfers
= Credit limit
= Fees (i.e., annual fees, late fees, cash advance fees, over-the-credit limit fees)
= Incentives such as frequent flier miles or cash back

e The sample solicitation disclosure that was shown to the groups displayed three different
APRs for purchases, labeled “elite,” “premium,” and “standard.” Most participants in the
group of prime consumers recognized that the issuer would select which rate an applicant
received based on his or her credit score. Participants in the subprime group, however, did
not understand how the issuer would choose a rate.

e When asked whether there was any information in current Schumer Boxes that they did not
use and did not feel was important to include, most participants indicated that they did not
find it valuable to know the method that their bank used to calculate account balances.

e When asked how they would compare the terms of their current account with those that were
offered in a solicitation, most said that they would find the terms of their current account on
their most recent monthly statement. Some said that they would call their credit card
company to get this information, but admitted that they would not be sure what questions to
ask.
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A very small percentage of participants indicated that when deciding whether to apply for a
card they would call the credit card issuer or go online to get more information about the
offer. Most, however, said that they would make the decision based solely on the
information in the written solicitation.

Account-Opening Disclosures

Participants were asked what information they would like to have included in the envelope
when they first receive their cards. Most frequently, they indicated that they wanted to be
able to confirm that they were receiving the same terms and conditions that they had been
offered. Other pieces of information that were mentioned as important included:

= Credit limit

= Date first payment is due

= What happens if the card is lost (i.e., what to do, and who is responsible for charges)

= Whether or not a balance was successfully transferred

= Contact information for the credit card issuer

When shown a sample cardholder agreement, few of the participants said they would read the
entire document if they received it. Others said that they would skim it and look for what
they felt were the most important headings. In each group about half of participants said that
they would not look at the cardholder agreement at all.

Periodic Statements

Participants were asked which pieces of information they considered most important on their
periodic statements. The most frequent responses were:

= Minimum payment

= Balance

* Due date

= Individual transactions

= Finance charges

= Auvailable credit

= Interest rate

Those participants who said that they look at finance charges were asked whether they
focused more on their interest rate or the dollar amount of interest that was being charged.
Most said that the dollar amount was more important, since that was what they would have to

pay.

Nearly all participants said that they never look at the back of their periodic statements. A
few said that they do look at the back when they have an issue with their card, because that is
where information about problem resolution is listed.

Participants indicated that they would be unlikely to read a change-in-terms insert that was
included with their periodic statement, and would probably throw it away with other
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marketing material. One suggested that changes to terms be explained on the monthly
statement itself, since most cardholders read their statements relatively carefully.

Change-in-Terms Disclosures

e Few of the participants remembered ever having received a change-in-terms disclosure in the
mail.

e When shown a sample of a change-in-terms disclosure, most participants said that they
would be unlikely to read it at all because of its small font size and dense, complicated text.
About half said that they would keep the document for future reference, while the others said
they would throw it away.

e The most common complaint about the sample that was shown was that the font was too
small. Participants also noted that the language was difficult to follow, and that there was no
summary to which they could refer.

Convenience Checks

e Nearly all participants had received convenience checks from their banks in the past.
However, only a few said that they had ever used them.

e Of those participants that had used convenience checks, some said that they had faced
unexpected charges because they used the checks without fully understanding the terms. The
most common misunderstanding was that participants did not realize that they would be
charged the interest rate on cash advances.

e When asked what information they would want to know about convenience checks before

they used them, participants said that they would primarily want to know the interest rate that
they would be charged.
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PRELIMINARY COGNITIVE INTERVIEWS IN BALTIMORE, MARYLAND
(AUGUST 2006)

Objectives and Methodology

Following the focus groups, Macro conducted nine cognitive interviews in Baltimore, MD, on
August 16 and 17, 2006. The goal of these interviews in Baltimore was to gather data on the
usability of current credit card disclosures. While the focus groups provided valuable
information about the kinds of information that consumers use when making credit card
decisions, the focus group format did not allow for an in-depth study of how people interacted
with specific documents. For this reason, one-on-one interviews were conducted to identify any
usability problems that could be addressed through revised models.

Participants for this set of interviews were recruited by telephone using a structured screening
instrument. The recruiting process was designed to ensure the selection of a range of participants
in terms of gender, age, and ethnicity. Cardholders’ credit limits were also included as a
recruiting criterion, as a rough proxy for credit score. For a summary of participants’
background information, see Appendix A.

Each interview session lasted 90 minutes, and was divided into four sections. In each section the
participant was given an envelope containing one of the following:

1. A credit card solicitation letter, including a Schumer Box

2. An account-opening packet made up of a card carrier (holding a mock credit card) and
cardholder agreement

3. A periodic statement, along with marketing materials that are often included with
cardholders’ statements

4. A change-in-terms notice.

The four documents were given to each participant in the same order that they would receive
them in the life of an account: first solicitation, then account-opening disclosures, then periodic
statement, then change-in-terms notice.

In each section of the interview, participants were first asked to open the envelope and read the
contents just as they normally would. Participants were asked to “think aloud” as they did so—
that is, to say aloud what they were thinking and doing as they looked at the documents. The
interviewer did not ask any questions or provide any prompts during this section of the interview,
so that participants’ behavior was as much as possible an authentic reflection of what they do in
the “real world.”
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After the participants had completed their initial review of what was in the envelope, the
interviewer then asked a series of more targeted questions about that particular disclosure. In
some cases, the interviewer asked about specific terms, to see whether the participants could find
that information in the disclosures. In other cases, participants were asked to explain what a
word or phrase meant to them.

After this series of questions was completed, the interviewer handed participants the next
envelope and the interview proceeded.

Two different versions of each disclosure were used in the Baltimore interviews; each participant
was shown one version of each disclosure type. The models that were used were actual
disclosures, with information about the credit card issuer redacted. These models are provided in
Appendix B.

Key Interview Findings

Solicitation Letters and Schumer Boxes

General Reading Patterns

e When opening a credit card offer, nearly all participants first reviewed the solicitation letter
that was included in the envelope. Most looked first at the pieces of information that were
most prominent on the letter (i.e., those in headings, graphics, and bullet points), and then
went on to read the text of the letter itself. The pieces of information that they considered
most closely were the zero percent introductory APR that was offered for balance transfers,
the credit limit, the annual fee, and the length of the introductory period for any discounted
rate.

e When reading credit card solicitations, a majority of participants specifically looked for the
Schumer Box. Although they did not call it by this name, these participants understood that a
summary box of account terms would be included with the solicitation. Several commented
that they considered this box to be the most important part of a credit card offer.

e When reading Schumer Boxes, most participants focused primarily on the rate for purchases,
and then skimmed down to the bottom of the box to read the information on fees. Other than
information on fees, most did not read any smaller text that appeared underneath the box. In
several cases participants had difficulty understanding information that was located in
footnotes, either because they did not follow the footnote to the bottom of the page, or
because they read the footnote first and did not understand to which part of the box it related.

Annual Percentage Rates

e Most participants understood that when a range of possible APRs was offered in the Schumer
Box, the actual rate that an applicant received would be based on his or her creditworthiness.
However, there were some who did not understand how their rate would be selected. These
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participants did not notice that this information was provided in the solicitation (although not
in the Schumer Box itself).

Most of the participants were able to identify the APR on purchases by looking at the
Schumer Box. However, less than half were able to identify the rate that would apply to
balance transfers after the introductory rate expired (the so-called “go-to rate”). Several
assumed that the APR would be the same for purchases and balance transfers.

Fixed and Variable Rates

When asked to define what a “fixed” rate was, most participants said that it was a rate that
would not change. While some indicated correctly that credit card issuers could still change
these rates, others believed that this was not the case.

Nearly all participants said that the word “variable” meant that a rate could change. A vast
majority of participants said that variable rates could change based on changes in “prime” or
“general interest rates.” A few participants said that banks could also change these rates for
other reasons if they wished.

Default APR and Triggers

While most participants understood that their APR would change if they “messed up”
somehow (i.e., make a late payment, etc.), few were able to locate any information on the
solicitation about the specific actions that could trigger this change. Most were also unable
to identify what the new rate would be.

Fees

Most participants were able to find information about transaction and penalty fees underneath
the Schumer Box. In some cases, however, it took several minutes for them to do so.

Participants indicated that they considered penalty fees to be an important factor when
shopping for a card. Those that transfer balances and take out cash advances said the same of
fees for those transactions. None, however, said that fees for foreign transactions would be
important to them.

When asked whether credit card issuers could charge additional fees that were not disclosed
in the Schumer Box, almost all participants indicated that they could.

Other Disclosure Notices

When asked about the balance calculation method that was described in the Schumer Box, all
participants indicated that they did not understand what the “average daily balance”
calculation method was. Reviewing additional information on the solicitation that described
this method did not improve understanding because participants found both the text and
mathematics involved to be too complex. In any case, nearly all said that this was not a piece
of information that would be important to them when considering a credit card offer.
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Participants were asked whether the issuers represented in the offers would first allocate
payments towards low-introductory APR balance transfers or higher-APR purchases. About
half of participants understood that the banks would allocate any payments to balance
transfers first, either because of prior knowledge or because they found the information in the
disclosure that indicated as such. The other half either thought that banks would allocate
payments to purchases or did not understand why payment allocation would make a
difference in how much interest they paid.

Several participants incorrectly thought that the “grace period” referred to the amount of time
after the due date during which they could make a payment without being charged a late fee.

A few participants believed that the presence of a “minimum finance charge” in the Schumer
Box meant that they would have to pay that amount every month. (In actuality, this figure
refers to the amount they would be charged in those months where they would otherwise
incur a finance charge that is less than the minimum charge.)

Account-Opening Disclosures

The second envelope that each participant was given contained a cardholder agreement and a
“card carrier” that contained marketing and account information. After opening the envelope
most participants skimmed the text on the card carrier quickly, but many did not notice key
pieces of information (e.g., their APRS).

Participants paid very little attention to the cardholder agreement; only a few participants
looked at it at all, and these only skimmed it briefly. When asked, a vast majority of
participants indicated that they generally do not look at their cardholder agreements. Most
participants indicated that the reasons they do not read their agreements are that the type size
is very small and they find them difficult to understand.

When prompted, less than half of participants were able to find information in the account
agreement that described what actions might trigger the default rate.

One of the two models that were used in this round included an insert that summarized APRs
and fees, while the other model only provided this information on the card carrier and in the
cardholder agreement. When asked specific questions about their account APRs and fees,
participants who received the insert responded much more quickly and accurately than those
who did not. Those who were given a summary insert were also more likely to notice and
review APRs and fees on their own, whereas those who did not receive an insert usually only
did so after being prompted.

Periodic Statement

General Reading Patterns

None of the participants looked at the back of the statement unless they were prompted to by
the interviewer.
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Most of the participants did not read inserts that were included with the monthly statement,
but instead set them aside.

Interest and Fees

Participants had various interpretations of the phrase “finance charge.” Some thought it
referred specifically to fees, some thought it was synonymous with interest charges, and
some thought it included both. (In the mock periodic statements, the amount of the “finance
charge” included interest and transaction fees.)

Most participants understood that their interest charges were calculated through the
multiplication of a percentage and an account balance. However, most could not correctly
identify the percentage and balance that were multiplied. For example, several thought that
the APR itself was multiplied against the balance, rather than the periodic rate.

Participants who were asked to read the more detailed description provided on the back of
the statement describing how interest was calculated found it very confusing, and said that
they would not be able to do these calculations themselves. None indicated that they had
ever attempted to calculate their own interest (e.g., to check the bank’s calculations), or that
they would be likely to do so in the future. Most said that if the figures on their periodic
statement looked incorrect, they would call their credit card issuer.

Only half of participants were able to correctly identify all of the fees that were listed on the
model statements; others missed at least one fee.

Annual and Periodic Interest Rates

While most participants were able to identify the annual interest rate being charged on
purchases, others misidentified one of the other rates on the form (e.g., “effective APR,”
“periodic APR,” etc.) as the interest rate.

Several participants were confused because what had been called the “APR” on solicitation
and account-opening disclosures was called the “corresponding APR” on one of the
statement models.

Effective APR

The two models used in Baltimore provided the effective APR in two different ways; Model
A listed it as a column labeled “Annual Percentage Rate” in the “Finance Charge” box, while
Model B labeled it “Effective Annual Percentage Rate” and placed it underneath the box. In
both cases, most participants indicated that these rates seemed high but did not understand
what they signified. After reading the descriptive information provided on the forms, only
one participant understood that the effective APR was higher than the corresponding APR
because it included transaction fees in addition to interest.
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Time Payment is Due
e When asked what time on the due date a payment was due, almost all participants assumed

that it was due either at midnight or at 5:00 P.M. Only one participant was able to find a
notice on the back of the statement that payment was due earlier on that day.

Change-in-Terms Notice

e All participants said that if they got an envelope from their credit card issuer that was labeled
“Important Information about Your Account,” they would open it.

e Participants were shown two different change-in-terms notices—one which was printed in
the form of a letter on one side of an 8 ¥2” x 11” paper, and another that was in the form of a
folded booklet with smaller font. All indicated that they would be more likely to read the
larger sheet, primarily because it had larger print.

e Most participants did not understand the changes described in the notices. Both notices were
informing cardholders of an increase in the amount of penalty fees (e.g., late fees). However,
some participants thought that the notices indicated that they were being charged those fees.
Others thought the notice was simply a reminder that penalty fees existed on the account.
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KEY IMPLICATIONS FOR DEVELOPMENT OF REVISED FORMS

As noted above, the purpose of the focus groups and preliminary interviews was to learn more
about the types of information that consumers use when making credit card decisions, as well as
how they review and use current credit card disclosures. This section describes some of the
ways in which findings from this round of research were used to guide the development of
revised disclosure forms in the next phase of the study.

Schumer Box

Annual Percentage Rates

e Because many participants (particularly those who have subprime credit cards) did not
understand how a bank would select an initial APR from a range of possible rates, models
were developed and tested that explained more explicitly that the applicant’s initial APR
would be based on his or her creditworthiness.

e Since participants had some difficulty distinguishing APRs for different transactions, models
were developed for testing that separated the rates in the “Other APRs” row into separate
rows.

Default APR and Triggers

e Participants were unable to find information about default triggers when it was provided in
text outside of the Schumer Box. Therefore, models were developed for testing the
disclosure of these triggers within the box itself.

Fees

e Because fees are one of the primary factors that participants consider when shopping for
credit cards, future rounds of testing investigated the possibility of including fees in the
Schumer Box itself.

Other Disclosure Notices

e Because participants in the focus groups and Baltimore interviews indicated that the balance
calculation method is not important to them, some models were tested in later rounds that did
not include this information in the Schumer Box.

e A significant percentage of participants did not seem to understand that banks would allocate
their payments to lower-APR balances first—and in fact were not even aware that this
practice could impact their interest payments. Therefore, models tested the inclusion of a
disclosure on this topic in the Schumer Box.

e In subsequent models a description was added to the grace period disclosure in order to more
clearly define this term.
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Account-Opening Disclosures

e Both the focus groups and Baltimore interviews suggested that a summary page of key
account terms and conditions would be very helpful to consumers, because most do not find
other materials that are provided at account opening (e.g., the cardholder agreement) to be
easily readable or useful. A summary table of this type was tested in subsequent rounds.
This table was formatted much like the Schumer Box, since this box is familiar to consumers.

Periodic Statement

General Format of Statement

e Findings from the focus groups and Baltimore interviews suggest that most consumers do not
look at the back of their periodic statements. Therefore, on subsequent models that were
developed all essential account information (i.e., information that consumers need or find
important to effectively manage their accounts) was located on the front of the statement.

Interest and Fees

e Because the phrase “finance charge” was unclear to participants and was interpreted in
different ways, models were developed for the next round of interviews that used the terms
“interest charges” and “fees” in place of “finance charges.”

e Because only half of participants were able to correctly identify all fees that were charged, in
future rounds the researchers experimented with different ways of highlighting these fees
(e.g., by providing a separate fees total, or by grouping fees together in the transaction list).

Changes to Account Terms

e The Baltimore testing confirmed what participants had said during the focus groups; most did
not look at the inserts that were included with the sample periodic statements they were
shown. Therefore, model forms were developed that included a summary of key changes on
the statement itself.

Time Payment is Due

e Because participants were unable to find information easily on the back of statements
indicating the time at which payment was due on the due date, model forms were developed
that included this time on the front of the statement. Subsequent rounds tested whether this
was effective in increasing cardholders’ awareness that payment was not due at the close of
business on that day.

Change-in-Terms Notice

e Because participants’ understanding of the purpose of change-in-terms notices was poor,
model forms were developed that included a summary of key changes at the beginning of
these disclosures.
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e The Baltimore testing provided evidence that consumers find change-in-terms notices more
useful when they are printed on a single sheet of paper in larger font, rather than in a folded
booklet. However, because of the potential challenges of requiring banks to use a particular
size of paper for their disclosures, future testing focused on the development of an effective
summary of key changes that could be used with any style of notice.

Convenience Checks
e Because some participants in the focus groups said that they had used convenience checks

without fully understanding the terms, in later rounds of interviews models were tested that
listed key terms (such as applicable rates and fees) on the front of a page of checks.
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SECTION lll: DEVELOPMENT AND TESTING OF REVISED
DISCLOSURE FORMS

OBJECTIVES AND METHODOLOGY

After the interviews in Baltimore, the project entered its second phase—the development and
testing of revised disclosure forms. Testing of these forms was carried out through a series of
interviews in four locations: Kansas City, MO; Denver, CO; Boston, MA,; and Dallas, TX.

Before each round of interviews, Macro developed model disclosures for testing. In most cases,
multiple versions of each type of disclosure were developed so that the impact of varying
language or format could be studied. After each round, the findings from that round of
interviews were then used to develop new model forms to use at the next location. This process
continued through the final set of interviews in Dallas, which produced the proposed models that
are being released for public comment.

Participants in each of the four locations were recruited by telephone using a structured screening
instrument in order to ensure the selection of a range of participants in terms of gender, age, and
ethnicity. The screening criteria that were used were very similar, although there were small
variations between locations. A summary of participants’ background and demographic
information can be found in Appendix A.

Interviews for each participant in each location were 90 minutes long. The structure of these
interviews was very similar to that used in Baltimore. Participants were given envelopes
containing mock credit card disclosures (e.g., a solicitation letter and Schumer Box). They were
first asked to read the information in the envelope just as they normally would, and to “think
aloud” while doing so. When they indicated that they were finished, the interviewer asked
follow-up questions to test their understanding of the document. Each envelope contained one of
the following:

1. A solicitation letter and Schumer Box

2. An account-opening packet, including a card carrier, cardholder agreement, and summary
insert page

3. A monthly statement, along with marketing materials, a page of convenience checks, and
an insert notifying the cardholder of change in terms

4. A change-in-terms notice.

Interviews in different locations focused on different disclosure forms; all four envelopes were
not used in all cases.
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GUIDING PRINCIPLES FOR DISCLOSURE DESIGN

As noted above, the primary goal of this phase of the study was to develop revised disclosure
models that presented information to consumers in a more understandable and useful format than
current forms. Many of the revisions that were eventually made to the proposed forms were in
reaction to specific findings from consumer testing. However, the following is a list of general
principles that guided the development and revision of these forms throughout the project.

1)

2)

3)

In cases where consumers expressed familiarity with current disclosures, significant
revisions to structure or format were only made when absolutely necessary. Because
experienced credit card consumers have received disclosures in their current form for a long
period of time, many have grown accustomed to finding information in a particular location
or configuration. For example, findings from the focus group and first round of interviews in
Baltimore indicated that many consumers recognize the Schumer Box and specifically look
for it when evaluating a credit card offer. For these consumers, dramatically changing the
appearance of this document would likely have a negative effect on comprehension.
Therefore, most of the models that were tested preserved the basic two-column structure of
the Schumer Box.

Early rounds of testing also showed that there are some types of credit card disclosures, such
as those that are presented at account opening, that many consumers do not read carefully. In
these cases, more latitude was taken in developing revised forms because consumers had less
attachment to current versions.

Information was provided as efficiently, and in as few words, as possible. In the focus
groups, most participants indicated that they do not spend very much time reading credit card
disclosures. Many said that they never read their cardholder agreements or change-in-terms
notices they receive in the mail, and one of the primary reasons was that they were so long.
In cognitive interviews, even when notices were only two or three sentences long,
participants often did not read to the last sentence. Therefore, unless adding text clearly
increased comprehension of a particular term, form designers used as few words as possible
to describe a particular concept.

Whenever possible, consistency was preserved between disclosures. In most cases, the
content and purpose of the disclosures are directly related to each other. For any given card,
for example, the Schumer Box displays the terms that are offered to consumers, the account-
opening disclosure shows the actual terms on the account, and change-in-terms notices alert
cardholders when these terms are changed. When information is provided in different
formats for these disclosures (e.g., a tabular format in the Schumer Box vs. text in a
cardholder agreement at account opening), consumers may find it difficult to track their
account terms over time. As a result, the focus groups showed, many do not track their terms
at all. For this reason, the structure of revised forms was made consistent so that consumers
would find it easier to compare the information shown on different types of disclosures.
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4)

5)

6)

In most cases, the information that was emphasized on disclosures was that which
consumers indicated that they find most useful. Because the purpose of disclosures is to
provide consumers with information that they need for financial decisionmaking, the terms
that are displayed most conspicuously and clearly should be those that are most important to
consumers. For example, because participants in the focus groups indicated that fees were
one of the most important considerations to them when shopping for a card, the proposed
Schumer Box model includes fees in a separately-labeled section. On the other hand,
participants indicated that they do not review or consider margins that are used to calculate
variable interest rates, which are now required in the Schumer Box. As a result, in the
proposed form these margins have been removed from the Schumer Box.

Not all of these decisions were based solely on consumer preference in early focus groups,
however. For example, in the focus groups none of the participants indicated that the default
APR (i.e., the interest rate to which APRs can be increased if the cardholder breaks account
rules) was important to them. However, through interviews it became clear that the reason
many consumers were uninterested in the default APR was that they did not know what it
was. Once they became familiar with the term, they indicated that it was an important piece
of information that they would consider when shopping for a card. As a result it was not
only retained in the Schumer Box, but also made more conspicuous.

Plain “everyday” language was used whenever possible. When shown current
disclosures, one of the most common complaints from participants was about the complexity
of the language and vocabulary that was used. Cognitive interviews showed when many
participants encountered words or phrases that they did not understand, they simply ignored
those sections of text, rather than trying to determine their meaning. For this reason, every
attempt was made to use everyday vocabulary to explain information in the disclosures,
rather than resorting to terms that consumers were less familiar with. For example, it became
clear early in testing that many consumers did not understand the term “finance charge.” For
this reason, subsequent models used in testing did not use this phrase, but instead referred to
“fees” and “interest charges”—two terms with which consumers were more familiar.

Decisions related to the placement of information on disclosures were driven by how
consumers read the forms. Early interviews showed that there were consistent patterns in
how consumers interacted with different types of disclosures. When this was the case, these
patterns were taken into consideration when revised models were developed. For example,
cognitive interviews showed that participants did not usually follow footnotes when reading
Schumer Boxes. Therefore, footnotes were removed and all subsequent forms displayed key
information within the box itself. Interviews also showed that when reading periodic
statements, participants tended to focus on only a few pieces of information—usually
information about payments, a summary of account activity over the past period, and the list
of specific transactions. This finding drove subsequent revisions—for example, the proposed
model includes totals of fees and interest within the transaction list, and several disclosure
notices are located in close proximity to information about payments in order to increase
their conspicuousness.
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STRUCTURE OF SECTION llI

The remainder of this section of the report describes each of the four individual rounds of
interviews. For each location, three different kinds of information are provided. The
“Objectives and Methodology” section describes the specific goals for that set of interviews, as
well as the specific types of forms that were tested. It also identifies the models that were used
in testing, which can be found in Appendix B. The “Key Interview Findings” section
summarizes the most important results of the cognitive interviews. The last section, labeled
“Subsequent Design Decisions,” details the specific decisions that were made following that
round of interviews regarding the development of forms for the next round. These three sections
should allow the reader to follow the logic of form development over the course of the four
rounds.
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INTERVIEWS IN KANSAS CITY, MiISSOURI (NOVEMBER 2006)

Objectives and Methodology

Nine cognitive interviews were conducted in Kansas City on November 28 and 29, 2006. These
interviews represented the first opportunity to develop revised disclosure forms and test the
extent to which they were clearer and more helpful to consumers. This round of testing focused
on four types of forms: solicitation letters, Schumer Boxes, periodic statements, and change-in-
terms notices. Because this was the first round of interviews, the variation between different
versions of the forms was fairly wide; for example, on different forms the Schumer Box
contained one, two, or three separate sections. With each subsequent round of interviews, the
variation between forms decreased as it became clearer what types of language and formats
worked best for consumers.

The following model forms were shown to participants in this round and can be found in
Appendix B:

e Solicitation Letter: SL-1, SL-2, SL-3

e Schumer Box: SB-1, SB-2, SB-3, SB-4

e Periodic Statement: PS-1, PS-2, PS-3, PS-4

e Change-in-Terms Notice: CT-1, CT-2, CT-3, CT-4

Key Interview Findings

Credit Card Solicitation Letters and Schumer Boxes

Solicitation Letters

e As in Baltimore, most participants read the solicitation letter fairly carefully. Again, they
focused first on information that was printed most prominently (e.g., in color and in the
largest font size), and then often went back to read the text of the letter itself.

e Putting the go-to rate and introductory period for the balance transfer rate at the top of the
letter next to the introductory balance transfer rate made it much more likely that participants
would be able to find this information. When these terms were provided in the body of the
solicitation letter, or in a footnote, participants were much less likely to notice them.

Schumer Boxes: Consumer Reading Patterns
e This round of interviews confirmed the finding in Baltimore that the Schumer Box does have
recognition among consumers, and is seen by them as containing important information.

e Participants consistently read from the top of the Schumer Box to the bottom, but then
stopped and did not continue to the text underneath.
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As in Baltimore, most participants did not read footnotes when they encountered them. In at
least three cases, participants did not understand that a footnote meant they should look
below for more information.

Annual Percentage Rates

Almost all participants understood that their “APR” related to how much interest they would
be charged. However, very few were able to correctly describe the calculation that would be
used to determine their interest charges.

Participants found it easier to identify the balance transfer and cash advance APRs when
these percentages were provided on separate rows, rather than combined in a single “Other
APRs” row. Creating a separate row for the default APR also made it more likely that
participants would notice it when they initially reviewed the Schumer Box.

When the purchase APR was displayed in the same font size as other APRs, participants had
more difficulty correctly identifying this rate. This was particularly true when balance
transfer, cash advance, and default APRs were provided on different rows.

Fixed and Variable Rates

Most participants said that since the zero percent introductory rate was labeled “fixed,” the
bank could not change it during the introductory period. Three of the nine correctly indicated
that this rate could increase if the cardholder went into default, while the other six said that it
could not change under any circumstances.

While they understood that variable rates could change, most participants could not find
information in the Schumer Boxes that indicated how or why these rates would change. This
was true even for those who were shown a form that provided detailed variable rate
information within the box (as is currently required by Regulation Z).

Of the three participants who did find information in the Schumer Box about the margins that
were used to determine variable APRs, two incorrectly thought that the margins themselves
were the interest rates.

Understanding of Default Rates and Triggers

The term “default rate” was misunderstood by some participants. A few said that the word
“default” implied that either the account was being closed due to delinquency, or that the
cardholder was no longer able to make payments. Others indicated that the word “default”
sounded like the “normal” rate, not something that would be applied when the cardholder did
something wrong.

The Schumer Boxes that participants were shown in Kansas City all contained information
about default triggers. Two contained this information in a separate section in the box
labeled “How Your Actions May Affect Your Rates,” while two others provided the triggers
underneath the box. Regardless of which form participants were shown, however, most were
unable to find this information when asked.
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Fees

When fees were listed within the Schumer Box (as opposed to underneath it) participants
were more likely to notice fees when they initially reviewed the document, and were able to
find them more quickly and easily when asked.

One of the Schumer Box models that was tested in Kansas City (SB-4) grouped account
terms by transaction type, combining APRs and fees for a particular transaction in a single
row. While a few participants seemed to prefer this format, more were confused by it
because they assumed that all fees for the card would be listed together.

As in Baltimore, participants indicated that penalty fees and fees for balance transfers and
cash advances were important to them when shopping for a card, but that fees on foreign
transactions were not.

Other Disclosure Notices

As in the Baltimore round, participants did not consider the method that a bank used to
calculate their balance to be an important piece of information in credit card offers. This was
in part because they did not understand the “average daily balance” method, and also because
they considered this term less significant than others in the Schumer Box when shopping for
a card.

Unlike in Baltimore, most participants in this round of testing were able to find a disclosure
about the way in which their payments would be allocated to different balances—particularly
when viewing models in which this disclosure was clearly labeled. However, the majority
did not fully understand what this disclosure meant. For example, several indicated that their
interest charges would not be affected by how their payment was allocated, and two did not
realize that their balances for different transaction types were tracked separately.

Some of the Schumer Box models that were used in this round of testing displayed the
minimum and maximum credit limits that would be offered to consumers initially. The
impact of this row on participants’ understanding was minimal; most learned the maximum
credit limit from the solicitation letter, and did not feel that the minimum credit limit was a
factor they would consider when shopping for a card.

As in Baltimore, there were a few participants that incorrectly thought the term *grace
period” referred to the period of time after the due date during which they would be allowed
to pay without being charged a late fee.
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Periodic Statements

General Reading Patterns

After opening the statement, nearly all participants looked first at information in the Account
Activity and Account Summary sections (i.e., payment due date, new balance, etc.), and then
at the transaction list. Participants were less likely to look carefully at other portions of the
statement, including the “Finance Charges” box that described how interest charges were
calculated. Very few participants looked at the payment coupon portion of the statement.

Only one of the nine participants noticed the change-in-terms insert that was included with
the statement. The other participants indicated that they would throw that insert away along
with the marketing material in the envelope.

Interest and Fees

Some of the statement forms that were tested used the phrase “finance charges,” while others
referred to “interest” and “fees.” As in the Baltimore interviews, participants often
misunderstood the term *“finance charge” (which most participants in this round assumed
would always be synonymous with “interest.”)

When asked to identify the “charges” shown on the statement, participants usually identified
transactions and fees but not interest. This is an indication that while most consumers
understand that they are charged interest, this cost is not “top-of-mind” when they are
reviewing their statement.

Annual and Periodic Interest Rates

Participants did not understand the term “% Periodic Rate,” which was used as a label for
monthly interest rates in the Finance Charges section of one of the models. The term
“Monthly Interest Rates” was clearer to most, although some participants still did not
understand what this percentage represented. Most of the participants indicated that they
would not find these rates valuable on their own statements.

As in Baltimore, participants were confused when they were shown a model that identified
the interest rate as the “corresponding APR.” Most assumed that the interest rate would be
labeled the “Annual Percentage Rate,” as it is on credit card offers.

Effective APR

Two of the statements used in Kansas City included the effective APR. Only two
participants who read these statements were able to explain that the effective APR included
both interest and transaction fees; others noticed that it was higher than the annual interest
rate but did not understand why. Both participants who understood that the effective APR
included both interest and transaction fees and was higher than the annual interest rate as a
result indicated that they would not find this term useful; both thought it should not be
included on the form because it could be misleading to consumers.
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Several participants thought the effective APR represented the annual interest rate on the
account, particularly those who were shown a model in which the effective APR was labeled
“Annual Percentage Rate.”

Transaction List

When looking at the transaction list, most participants were able to correctly identify the fees
that were charged, the credit for payment, and the cash advances on the statement. However,
those who were given a form in which the list was grouped by transaction type were able to
find this information more quickly and easily. All participants who were shown both a list
grouped by transaction type and a chronological list found the former easier to read; one
participant, for example, said that it looked “bolder” and “better spaced.”

Late Payment and Minimum Payment Disclosures

The models used in Kansas City included two notices on the front—one about the impact of
making only the minimum payment on the amount of time it would take to pay off a balance,
and one about the consequences of late payment. When prompted to read these disclosures,
nearly all participants understood them clearly. However, most did not notice the disclosures
when first reading the statement, regardless of whether they were located at the top of the
form, on the payment coupon, or in a section labeled “Bank News.”

Changes to Account Terms

All four statement models included a notice that account terms were changing in a section of
the statement labeled “Bank News.” However, the majority of participants neither noticed
this section nor read the contents. When asked, some indicated that they rarely read similar
sections on their own statements because they contain primarily marketing content.

Time Payment is Due

As in Baltimore, participants did not notice information about the time that a payment was
due when it was located on the back of the statement. When shown models that included the
“time due” immediately next to the due date, they did see this time and understood its
significance.

Change-in-Terms Notice

Two of the three change-in-terms notices that were tested in this round contained a summary
of key account changes—one in the form of a bulleted list, and the other in a tabular format
similar to that of the Schumer Box. Regardless of whether or not a summary was included,
however, few participants understood the changes that were being made to their account.
The primary reason seemed to be that the changes described in the models related to default
triggers and default rates, two topics with which they had little familiarity.
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Subsequent Design Decisions

Solicitation Letter

= Because participants were unlikely to notice the end date of the period for an introductory
rate and the go-to rate when they were provided in the text of a solicitation letter or in a
footnote, the letters that were used in subsequent rounds of testing included this information
at the top immediately following the introductory rate that was being offered.

Schumer Box

General Design

e Results from the Baltimore and Kansas City interviews showed that the Schumer Box is
familiar to credit card consumers, and that many already see it as the most important piece of
a credit card offer. As a result, subsequent forms that were tested retained the current
structure of the table. For example, all Schumer Box models that were developed for later
rounds used the same two-column format as current Boxes, in which headings are provided
in the first column and account terms are listed in the second column.

e Interviews in the Baltimore and Kansas City rounds showed that most participants did not
read footnotes, and that in some cases the presence of footnotes had the effect of distracting
readers away from important information. Most participants also did not read text below the
Schumer Box, particularly when this text was in a smaller font. For these reasons,
subsequent models were designed such that the terms and conditions considered by
consumers to be most important were located within the Schumer Box itself, rather than in
footnotes or below the box.

Annual Percentage Rates
= Based on the results of this round, all subsequent forms listed the default APR in its own row
so that consumers would be more likely to notice it.

= Findings from Kansas City showed that listing APRs for balance transfers and cash advances
in separate rows helped participants distinguish between rates for different transactions.
However, it was determined that this change should be tested further to ensure that increasing
the number of rows containing APRs did not decrease the conspicuousness of the rate for
purchases.

Fixed and Variable Rates

= Because variable rate margins were so frequently confused with interest rates, model forms
were developed in which detailed information about how variable rates are calculated
(including margins) was removed from the Schumer Box itself. Later rounds tested the
effectiveness of providing this information as a footnote or as text underneath the box.
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Default APR and Default Triggers

= Model forms were developed using the alternative label “penalty APR” instead of “default
APR” to see whether this term might be more intuitive and might facilitate consumer
understanding.

= Because participants in this round had difficulty finding information about default triggers,
model forms were developed for the next round that displayed these triggers within the box
in one of two ways—either in the same row as the default APR, or in a separate box clearly
linked to the default APR.

Fees

= Because the inclusion of fees in the Schumer Box improved participants’ ability to quickly
identify them, all subsequent models tested included fees within the box. Forms for the next
round tested two different ways of presenting fees: a) providing all fees in their own, labeled
section; and b) presenting transaction fees in the same row as their corresponding APRs.

Other Disclosure Notices

= Because many participants did not seem to understand how their issuers’ balance calculation
method could affect the interest charges they might pay, some of the models for the next
round provided more detail on this topic.

= Models were developed for the next round of interviews that explained more clearly how
payment allocation could impact cardholders’ interest charges, since participants in Kansas
City did not fully understand the language used in this round.

= Because participants did not have difficulty finding the credit limit being offered in the
solicitation letter, and because all understood that if they were offered “up to” a certain
amount they were not guaranteed to receive that amount, minimum and maximum credit
limits were not included in the Schumer Box in subsequent rounds.

= Because some participants in the Baltimore and Kansas City rounds did not understand the
phrase “grace period,” models were developed for the next set of interviews that explained
the term in greater detail.

Periodic Statement

Interest and Fees

= Because interviews in Kansas City confirmed that consumers do not have a consistent
understanding of the phrase “finance charge,” all subsequent models used the words
“interest” and “fees” in place of “finance charge.”

Annual and Periodic Interest Rates

= Because participants clearly expected annual interest rates to be labeled “Annual Percentage
Rates,” this term was used in all subsequent models.
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= Because participants appeared to understand periodic rates better when the label used to
describe them included the period to which they applied (e.g., “Monthly Interest Rates” or
“Daily Interest Rates,” rather than “% Periodic Rate”), subsequent models used these labels.

Effective APR

= While labeling the rates that includes interest and transaction fees as the “effective APRs”
did not improve consumer understanding of what that rate meant, it did decrease the number
of participants that confused the effective APRs with the annual interest rates on the account.
Therefore, models for the next two rounds used this label.

Transaction List

= Because interest charges did not appear to be “top-of-mind” to participants as they were
reviewing their statements, models for the next round included interest charges in the
transaction list to make them more conspicuous.

Late Payment and Minimum Payment Disclosures

= Participants did not notice disclosures about the consequences of late payments and of
making only the minimum payment, regardless of where they were placed on the form. For
this reason, subsequent models continued to test a variety of locations and formats for these
notices to determine which made them most conspicuous.

Changes to Account Terms

= As with the late payment and minimum payment disclosures, participants did not notice text
about changes to account terms that was located in “Bank News” section. Therefore, one of
the goals of future rounds was to find a more conspicuous location for this disclosure on the
statement.

Time Payment is Due

= As in the Baltimore round, in the absence of information to the contrary participants in the
Kansas City rounds assumed that payment was due either at close of business or at midnight
on the due date. For this reason, all subsequent models provided the time that payment was
due in close proximity to every reference to the due date.

Change-in-Terms Notice

= Attempts to test whether summaries of account changes were effective were hindered by the
fact that the changes impacted two account terms—default rates and default triggers—with
which participants in this round were unfamiliar. Because participants had difficulty
understanding default rates and triggers themselves, it was difficult to study whether they
correctly interpreted changes in these terms. Therefore, the change-in-terms notices that
were developed for the next round focused on terms that consumers were more likely to
understand—annual fees and transaction fees.
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INTERVIEWS IN DENVER, COLORADO (JANUARY 2007)

Objectives and Methodology

Following the Kansas City interviews, new disclosure models were developed that reflected the
findings of that round. These models were then tested through 7 cognitive interviews in Denver
on January 9 and 10, 2007. This round of testing focused on four types of forms: Schumer
Boxes, summaries of key terms to be provided at account opening, periodic statements, and
change-in-terms notices. Because findings related to the placement of information on the
solicitation letter had been conclusive in Kansas City, this document was not a focus in this
round and the same model was used with all participants.

This was the only round that tested a summary page of key terms similar to the Schumer Box
that would be provided at account opening. Although multiple versions of the form were used in
testing, the goal was not to determine which would be most effective, but to study the extent to
which consumers would find a summary page helpful. The focus group and Baltimore
interviews had shown that consumers rarely read their cardholder agreements, and the hope was
that a summary would make it easier for them to review their terms when they first receive their
card. These summary pages were formatted exactly like the Schumer Boxes being tested, with
the thought that these two documents should mirror each other (see “Guiding Principles for
Disclosure Design”).

The following model forms were shown to participants in this round and can be found in
Appendix B:

Solicitation Letter: SL-4

Schumer Box: SB-5, SB-6, SB-7, SB-8

Account-Opening Summary Pages: AO-1, AO-2, AO-3, AO-4
Periodic Statement: PS-5, PS-6, PS-7, PS-8

Change-in-Terms Notice: CT-5, CT-6, CT-7

Key Interview Findings

Schumer Box

Annual Percentage Rates
e As in Kansas City, participants who were shown models that displayed cash advance and
balance transfer APRs in separate rows were better able to find and identify these rates.

e The models used in this round provided a range of possible APRs for purchases and indicated
that the initial rate the applicant received would be selected from this range based on his or
her creditworthiness. The placement of information about how the initial rate would be
selected had a large impact on the conspicuousness of the disclosure; participants were much
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more likely to notice it when it was provided in the APR for Purchases row, rather than in a
footnote.  Participants had no difficulty understanding the word “creditworthiness”; they
associated it with the quality of their credit history or their credit score.

Participants were less likely to confuse rates for different transactions (e.g., assume that the
APRs for purchases and balance transfers were the same) when the rate for purchases was
printed in larger font than other text.

Fixed and Variable Rates

When asked what it meant if a rate was labeled “fixed,” most participants responded that
these rates would not change for any reason.

About half of participants understood that rates labeled as “variable” would change based on
the Prime Rate; others assumed that these rates varied based on consumers’ creditworthiness,
or on their credit card behavior. Although the forms directed readers to more information
underneath the box about variable rates, few read the additional text. As in Kansas City,
several of those participants who did notice the detailed information about variable rates
initially confused the margins with actual APRs.

Default APR and Default Triggers

As in previous rounds, several participants said that “default” sounded as if it would only
apply when the account was closed due to delinquent payments. Most thought, incorrectly,
that a “default APR” would not apply after a single late payment. Participants in this round
were also shown two alternative labels for the default APR. The term “highest possible
APR” was not effective; some participants misinterpreted it to mean the highest level to
which variable rates could increase. The term “penalty APR,” however, was correctly
understood by the majority of participants as applying to events such as paying late or
exceeding a credit limit.

Participants were much more likely to notice and understand the significance of the default
APR when this rate was provided in the same row as the default triggers. When the default
APR and triggers were listed in separate sections of the Schumer Box, participants were
more likely to overlook both of them.

Fees

Participants were able to identify transaction fees more quickly and accurately if they were
listed in a separate section, rather than integrated with APRs (as was done in one of the
models for this round). Participants who were shown both formats indicated that they found
more useful having all the fees listed together in a single section.

Because of concerns that consumers do not notice minimum transaction fees, two different
wordings were tested for cash advance fees in these models: “3% of the amount of each cash
advance, but not less than $5” versus “Either $5 or 3% of the amount of each cash advance,
whichever is greater.” Participants who read the second version were significantly more
likely to notice the $5 minimum fee.
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Other Disclosure Notices

The models contained several different versions of a disclosure about how balances are
calculated on the card, ranging from a very simple notice that simply named the method to a
more detailed disclosure that explained that “two-cycle” billing might be more expensive
than the “average daily balance” method under certain circumstances. Regardless of which
wording they were shown, however, most participants did not understand how or why “two-
cycle” billing would impact interest charges, and nearly all indicated that they did not find
this information important or useful.

The disclosure on payment allocation continued to be problematic for participants; when
prompted, just under half were able to correctly identify the bank’s policy towards payment
allocation. Less than half understood why interest charges would be higher if the issuer paid
off balance transfers made on the card before purchases.

Within the disclosure about grace periods, some of the models used in this round noted that
there is no grace period for cash advances or balance transfers. However, most participants
did not notice this information and could not find it when asked.

Three participants were shown a notice that relabeled the grace period an “interest-free
period”; they seemed to prefer the “interest-free” label by a small margin because they felt it
was more descriptive. However, there was no evidence that this new label increased
consumer comprehension.

As in Baltimore, there were a few participants that incorrectly indicated that they would have
to pay the “minimum finance charge” every month.

Account-Opening Disclosures

Participants in this round of testing were given an envelope containing a card carrier (with a
mock credit card), a cardholder agreement, and a summary insert of terms and conditions that
was nearly identical to the Schumer Box. While very few looked at the cardholder
agreement, all noticed and read the summary insert. Several participants specifically noted
that they found this summary useful, and said that in its absence they would probably have
activated the card without reviewing the terms.

Periodic Statement

Interest and Fees

When asked how much interest they were charged, participants first looked to the
transactions list. If their model did not provide information about interest in the transaction
list, most then looked in the Account Summary box.

When asked to identify the total amount of fees that they had been charged, nearly all
participants calculated the total by adding up the fees in the transaction list—even when a
figure for total fees was included in the Account Summary box on the statement.
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Annual and Periodic Interest Rates

e Most participants were able to find the annual interest rates they were being charged on
purchases and cash advances on the statement. Most participants also understood what the
“Monthly Interest Rate” shown on the statement signified. However, most also indicated that
this periodic rate would not be important to them.

Effective APR

e After reading the description provided on the statement, less than half of participants could
explain why the effective APR for balance transfers was higher than the annual interest rate
(i.e., because it included transaction fees). Of those that understood that the effective APR
included transaction fees, only one indicated that he would find this information useful.

e As in Kansas City, some participants confused the effective APR with the annual interest
rate. However, this seemed to be less of a problem when the effective APR was provided in
its own separate table, rather than as a column in the table related to interest calculation.

Transaction List

e When shown two statements and asked whether they found it more useful to have the
transactions listed chronologically or grouped by transaction, just over half indicated that
they preferred the grouped list.

Late Payment and Minimum Payment Disclosures

e Just over half of participants noticed the disclosures about the impact of paying just the
minimum payment and the consequences of late payment. The different forms for this round
provided these disclosures in a variety of locations and in a variety of formats (e.g., with or
without a surrounding box). However, there did not appear to be any patterns as to which
locations or formats were most effective.

e Most participants indicated that the minimum payment warning was important information to
have on the disclosure, and that including this statement on the form would increase the
percentage of consumers that pay more than the minimum amount. However, they felt that
the warning would be more effective if it listed information about the cardholder’s own
account, rather than a hypothetical example.

Changes to Account Terms

e None of the participants noticed the change-in-terms notice that was included with the
periodic statement; all immediately set this notice aside along with promotional inserts. This
behavior was consistent with findings from previous rounds of interviews.

e Most participants noticed the change-in-terms summary on the statement, although only one

saw it in his first reading of the statement. Participants were significantly more likely to find
the notice when it was printed on the first page, rather than the second page.
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Change-in-Terms Notice

Of those participants who were shown a change-in-terms notice that contained a summary of
key changes, all but one noticed the summary and read it carefully. The tabular format of the
summary appeared to make it more conspicuous, since the rest of the notice consisted
primarily of dense text.

Participants who were given notices with summaries were more likely to correctly identify
the changes being made to their account. When no summary was given participants
attempted to scan the notices to determine which changes in terms were most important to
them, but had great difficulty doing so.

There was no clear evidence that providing the summary on a separate page was more
effective than displaying it on the first page of the notice itself.

Subsequent Design Decisions

Schumer Box

Annual Percentage Rates

Based on findings from the Kansas City and Denver interviews, models tested in future
rounds provided APRs for different types of transactions in different rows.

Because participants were much less likely to notice the disclosure of how initial APRs were
selected if it was in a footnote, all subsequent models provided this information in the “APR
for Purchases” row immediately following the range itself.

Because findings from Kansas City and Denver showed that consumers were less likely to
confuse the APR for purchases with rates for other transactions when it was displayed in a
larger font size, all subsequent models disclosed the purchase APR in larger font type than
the rest of the information in the Schumer Box.

Fixed and Variable Rates

Because findings from the first three rounds of interviews showed that participants frequently
assume that a rate that is labeled “fixed” cannot be changed for any reason, this label was
removed from models in later rounds.

Like those in earlier rounds, participants in Denver confused variable rate margins with
APRs. Participants also indicated that detailed information about how variable rates are
calculated is not important to them. For these reasons, all subsequent models of the Schumer
Box did not include variable rate margins.
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To improve consumer awareness of how variable rates change over time, models tested in the
next round replaced the term “variable rate” in the APR rows with the phrase “This rate will
vary with the market based on the Prime Rate.”

Default APR and Default Triggers

Since most participants were more likely to read information about penalty fees than
information about the default APR, for the next round references were added next to each
penalty fee informing the reader that the default APR might also apply.

Results from this round led to the use of the phrase “penalty APR” rather than “default APR”
in later models, because the label appeared to be clearer and more descriptive to participants
as applying to events such as paying late or exceeding a credit limit. The remainder of the
report reflects this change, and refers to the “penalty APR” and “penalty triggers.”

Participants were most likely to find and understand both the penalty APR and the actions
that triggered this rate when they were located in the same row. Therefore, all subsequent
models displayed both pieces of information in a row labeled “Penalty APR and When It
Applies.”

Fees

Because participants were able to identify fees much more easily when they were located in a
separate labeled section, rather than integrated into the APR rows, all subsequent models
included a separate section labeled “Fees.”

Because participants generally were better able to find the APRs for balance transfers and
cash advances than the fees for these transactions, models for the next round included a
reference to transaction fees in the transaction APR rows (e.g., “Balance transfer fees will
apply.”). The goal of these references was to increase consumers’ awareness of the existence
of these fees by directing their attention to this section of the Schumer Box.

Because participants were more likely to notice a minimum fee if it were listed first, all
subsequent models did so (e.g., the cash advance fee is “Either $5 or 3% of the amount of
each cash advance, whichever is greater.”)

Other Disclosure Notices

When detailed information was provided in the Schumer Box about the potential impact of
the balance calculation method on interest charges, most participants neither understood
these disclosures nor indicated that they would use the information when deciding whether or
not to apply for the card. As a result, information on balance calculation was moved from
inside the Schumer Box to directly below the box.

Some participants continued to be confused by the concept of payment allocation, in part
because they didn’t understand that balances for different transactions are calculated
separately. Therefore, the models for the next round re-worded this disclosure to explain
payment allocation more clearly. The disclosure was also moved into the APR for Balance
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Transfers row to improve its conspicuousness, since one of the contexts in which payment
allocation is most important is how it relates to low introductory rate balance transfers.

e Including text in the grace period disclosure that no grace period exists for balance transfers
or cash advances did not appear to improve consumer understanding, primarily because few
participants noticed this information. Therefore, this text was removed for the next round.

e Because some consumers in Baltimore and Denver incorrectly indicated that they would have
to pay the “minimum finance charge” every month (when in fact it would only apply in
months where they would otherwise incur a finance charge that was less than the minimum
charge), explanatory text was added to this row of the Schumer Box in models for the next
round.

Account-Opening Disclosures

e Participants in the focus groups and Baltimore interviews indicated that they would be
unlikely to read their cardholder agreements. However, participants in this round who
received a summary insert in addition to their agreement did look at it and review the terms
of their card. These findings support the idea that the inclusion of a summary table along
with other account-opening disclosures would make it easier for consumers to understand the
terms of their new card.

e Based on this round of interviews, the Schumer Box format appears to be appropriate for an
account-opening summary as well, particularly since consumers are already familiar with this
format.

Periodic Statement

Transaction List

e When asked about interest charges, the tendency of most participants was to look for these
charges in the transaction list. As a result, those who were given models that included these
charges in the list found it easier to find them when asked. Therefore, all subsequent models
included interest charges in the transaction list.

e Although most participants in this round were able to identify the total amount they were
charged in fees by adding up the individual charges in the transaction list, there was a
concern that this would be difficult for consumers who were charged a larger number of fees.
In order to test whether this was true, model forms were developed for the next round that
included a larger number of fees. Some of these models also included a total of fees in the
transaction list.

Effective APR

e Because the separation of the effective APR into its own table decreased the likelihood that
participants would confuse it with other rates (such as the annual interest rates on the
account), all models for later rounds used this format.
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e The description of the effective APR used in this round of testing was not effective in
communicating to participants that the effective APR included both interest and transaction
fees. In addition, those that did understand the term indicated that they did not find it useful.
Subsequent rounds of interviews continued to test whether alternative descriptions of the
term might make it more understandable to consumers.

Changes to Account Terms

e Because participants in this round were more likely to notice a disclosure of changes to
account terms if it was on the first page of the statement, all subsequent forms located this
information on the first page.

Change-in-Terms Notice
e Based on findings from the focus groups and the first three rounds of interviews, all

subsequent change-in-terms notices that were tested included a tabular summary of changes
to key terms. Key terms were defined as any that were required in the account-opening table.
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INTERVIEWS IN BOSTON, MASSACHUSETTS (FEBRUARY 2007)

Objectives and Methodology

In early rounds of testing a wider range of possible formats for disclosures was considered. As a
result, in most cases three or four models of each type were developed for each round, and these
models differed substantially. As the project progressed, however, it became clearer what
formats and language were clearest to consumers. The objectives of later rounds, therefore, were
to a) gather data on a limited number of specific design questions that remained, and b) confirm
the effectiveness of changes that had been made based on findings from earlier rounds.

As a result, fewer model variations were needed for testing in Boston, where Macro conducted 8
interviews on February 7 and 8, 2007. For example, the two basic versions of the Schumer Box
that were used in this round (SB-10P and SB-10SP) differed only in content, not format. Model
SB-10SP included set-up and maintenance fees that are often charged to subprime cardholders,
as well as a notice that these fees might impact the amount of available credit at account opening.
Model SB-10P, on the other hand, included a charge for a “Required Payment Suspension Plan”
in the Fees section, which was intended to refer to a plan that would suspend the requirement for
minimum payments in certain situations. Other than this one difference, these two models were
identical.

All previous periodic statement models used up to this point had included an Account Activity
section in the top-left corner of the first page that provided the previous month’s and new
balances, payments received, and periodic totals for purchases, balance transfers, cash advances,
fees, and interest. Although the Board does not require that banks provide a separate section like
this on their statements, most issuers currently do. In the models used for this round, the
Account Activity section was moved from the top of the first page to the bottom of the second
page. This was not done because it was considered an improvement in formatting. The change
was made because this section was referred to most often by participants when they were asked
by the interviewer to find information on the form. By making this section more difficult to find
(and recognizing that some issuers do provide the account summary in this location), the
researchers were able to test the effectiveness of other pieces of the statement (e.g., the inclusion
of fee totals within the transaction list).

In addition to the typical procedure in which participants were handed an envelope and asked to
read it just as they would if they received it in the mail, this round also included some direct
comparisons between forms. In this portion of the interview, participants were handed a pair of
Schumer Boxes, both of which were in the same format but reflected different terms.’
Participants were asked to review the documents and identify what they considered the most
important differences. Finally, they were asked to decide which of the two sets of terms they

* Within each pair there were small variations in the formatting of the Schumer Boxes; for example, they were
printed in different fonts, and column widths in the table were varied. Since Regulation Z does not require that all
Schumer Boxes be identical, this was done to simulate variation between disclosures from different issuers.
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would prefer if they were applying for a card. Five different pairs of Schumer Boxes were used
in this segment of the interview. The goal was to determine how easy it was for potential
cardholders to quickly and accurately compare cards using the revised Schumer Boxes, since one
of the primary purposes of this disclosure is to allow consumers to shop for cards more
efficiently and knowledgeably. The primary difference within each pair was as follows:

e Pair A: Model Al offered a Purchase APR of 8.99% to 19.99%, based on
creditworthiness, and indicated that the rate would “vary with the market.” Model A2
offered a flat purchase APR of 14.99% and did not indicate that this rate would vary.

e Pair B: Model B1 had a substantially lower penalty APR than Model B2.

e Pair C: Model C2 included a number of set-up and maintenance fees that did not appear
on Model C1.

e Pair D: The two forms differed in the actions that would trigger the penalty APR. Model
D1 indicated that actions would trigger the penalty APR if they occurred “two times in
six months,” while in Model D2 a single action could trigger the penalty rate. Model D1
also did not include exceeding the credit line as a trigger, while Model D2 did.

This round of interviews was also the first round that addressed convenience checks. Two
versions of the checks were used in the testing; the primary difference between the two was that
one disclosed key terms such as APR and fees on the front, while the other displayed this
information on the back.

The following model forms were shown to participants in this round and can be found in
Appendix B:

e Solicitation Letter: SL-5

e Schumer Box: SB-10, SB-10SP, SB-10A (pair), SB-10B (pair), SB-10C (pair), SB-10D
(pair)

e Periodic Statement: PS-9, PS-10°

e Convenience Checks: CC-1, CC-2

Key Interview Findings

Schumer Box

Annual Percentage Rates

e Most participants noticed the information in the “APR for Purchases” row that indicated that
their initial rate would be selected based on their creditworthiness, and understood what it
meant.

® Several different versions of both PS-9 and PS-10 were used for testing in Boston. However, the only difference
between these versions was a reversal of the placement of the minimum payment and late payment disclosures.
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In the models for this round, the Annual Percentage Rates section was re-formatted so that in
each row the APR or fee was bolded and appeared first. The intent was that this would make
it easier for readers to identify these rates quickly and accurately. This change appeared to
be effective; participants in this round tended to identify APRs more easily than in previous
rounds.

When asked to compare different credit card offers, participants were easily able to
distinguish differences in APRs for different types of transactions.

Fixed and Variable Rates

The more explicit explanation of variable APRs that was used this round (i.e., “This rate will
vary with the market based on the Prime Rate”) was more effective in communicating that
the rate moved with an index than simply indicating that a rate was “variable” and requiring
that readers go elsewhere for more information. In the “APR for Purchases” row, however,
some participants had difficulty distinguishing between how the initial rate would be
determined (i.e., based on creditworthiness) and how it would subsequently vary (i.e., based
on the market).

Penalty APR and Penalty Triggers

Unlike in previous rounds, most participants noticed that their interest rates would be
increased for paying late of going over the credit limit. Half were able to identify the highest
rate to which their APRs would increase, in some cases because they followed the references
to the penalty APR in the penalty fees section.

Among participants that were able to identify the penalty APR, some expressed
misconceptions about how this rate would be applied. Some thought that the penalty rate
would only be charged on the amount by which they went over their credit limit, rather than
on their whole balance. Others thought that this rate would only apply during the month of
their transgression, and would immediately thereafter return to normal.

When comparing credit card offers, participants easily identified differences in the penalty
APR. However, they did not notice differences in the penalty triggers—primarily because
this required a careful reading of text, rather than a simple numerical comparison.

Fees

Most participants were able to correctly identify transaction fees for balance transfers and
cash advances. In several cases participants noticed the references to transaction fees that
had been added to the APR rows.

When asked to compare two credit card offers, participants did not have any difficulty
identifying differences between the two cards in amounts or types of fees.

Other Disclosure Notices

In the models for this round, information about the balance calculation method was moved
below the box. Most participants were able to find this information without a problem, but
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none knew what a “two-cycle average daily balance method” was. However, only one
person indicated that this information would be important to them when shopping for a card.

e More participants in this round noticed the disclosure about payment allocation method,
primarily because it had been moved to the APR for Balance Transfers row. As in previous
rounds, however, about half of the participants had difficulty understanding what the notice
was saying; some continued to believe that payment allocation would not have an impact on
their interest charges.

e While almost all participants understood the grace period disclosure used in this round, some
were confused by text that warned the grace period would be lost if the cardholder did not
pay the balance in full in each. Several participants incorrectly stated that this meant they
would lose their introductory APR if they did not make payments on time.

e Some participants were shown a Schumer Box model that used the phrase “Interest-Free
Period” instead of “Grace Period.” As in the previous round, this difference did not have a
significant difference on consumer understanding or on the usability of the disclosure.

e One of the models included a “Required Payment Suspension Plan” in the fees section. This
label was intended to refer to a plan that would suspend the requirement for minimum
payments if one of several qualifying events occurred (e.g., the cardholder lost his or her
job). However, none of the participants interpreted the label in this way. For example, one
thought that the plan would allow you to return things that you purchased, while another
thought you would be charged this amount if the bank closed your account.

e One of the models included a notice that because of fees that would be charged, the amount
of available credit at account opening would be lower than the actual credit limit. Most
participants noticed this text in their initial reading of the Schumer Box, and all who read it
understood it and found it useful.

Periodic Statement

Interest and Fees

e The models used in this round included “year-to-date” interest and fee totals. Participants
reacted positively towards the inclusion of these totals, and indicated that they would be
helpful to have on their statements. However, there were some cases in which participants
confused the year-to-date totals with the monthly totals.

Annual and Periodic Interest Rates

e Most participants who were given models that included a “Daily Periodic Rate” indicated
that they would not find this information valuable. None indicated that they would use this
rate for checking interest calculations.
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Transaction List

Participants who were shown statements with transaction lists that were grouped by
transaction type found it easier to identify the number of fees that were charged, as well as
the total amount. Those who were given “ungrouped” transaction lists had much more
difficulty with these tasks. Participants who were shown both types of lists expressed a
strong preference for the “grouped” lists.

Effective APR

Information about the effective APR was formatted differently in this round, and new text
was added that highlighted the difference between the APR and effective APR. However, as
in previous rounds of testing a large majority of participants (in this case, all but one) were
unable to effectively explain that the effective APR was higher than the annual interest rate
because the effective APR included interest and transaction fees.

Late Payment and Minimum Payment Warnings

In the models for this round the notice about the consequences of paying only the minimum
payment was located near the top of the statement, under the Account Summary section.
Most participants noticed this text while reviewing the statement.

A warning about the consequences of paying late was included on the payment coupon. Less
than half of participants noticed this warning, primarily because people did not tend to look
at the payment coupon.

Changes to Account Terms

Half of participants were shown a statement that had a notice on the first page indicating that
the terms of their account were being changed. Two different versions of this notice were
tested—one that included a table that summarized key account changes, and one that simply
stated that changes would be made and referred cardholders to an insert for more details.
Participants that were given the version that included the table were better able to understand
the changes that were being made to their account.

Convenience Check

Most participants reported having received checks from their bank similar to the ones shown
in the testing, but only one said that he had ever used these checks.

While almost all participants were able to identify the introductory APR that would be
applied, less than half were able to describe what would happen to the rate when the
introductory period ended (the “go-to” rate). The primary reason was that when answering
this question, participants scanned the text for a numeric percentage figure, but there was
none—the disclosures simply indicated that the go-to rate would be equal to “the APR on
cash advances.” Whether this disclosure was on the front or back of the document that
contained the checks did not seem to impact participants’ ability to locate this information.
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e About half of the participants were able to correctly indicate that there was no way to avoid
paying interest on payments they made with convenience checks (i.e., that there was no grace
period). Again, whether this disclosure was on the front or back of the document that
contained the checks did not seem to impact participants’ ability to locate this information.

e Information that was provided on payment allocation was not useful to participants; most
were unable to find this information, and some of those that found it did not understand what
this disclosure was saying. Whether this disclosure was on the front or back of the document
that contained the checks did not seem to impact participants’ ability to locate this
information.

Subsequent Design Decisions

Schumer Box

Annual Percentage Rates

e The disclosure that applicants’ initial rates would be based on their creditworthiness was
much more conspicuous in the APR for Purchases row than it had been in a footnote in
earlier models. Because some participants had difficulty distinguishing how their initial rate
was selected from how it would vary thereafter, the wording of this disclosure was revised
slightly for the next round of testing.

e Because the format of the models for this round appeared to increase participants’ ability to
quickly identify interest rates for different transactions, all subsequent models tested included
the rates and fees in bold type and generally listed them first in their respective rows.

Fixed and Variable Rates

e The more explicit explanation of variable rates that was used in this round did improve
participants’ understanding of why these rates would change. Therefore, this wording was
used in subsequent models.

Penalty APR and Penalty Triggers

e The addition of a reference to the penalty APR in the penalty fees section improved
participants’ understanding that their rates might increase. Because some had difficulty
finding the penalty APR in the Schumer Box, the wording “see above” was added to this
reference.

e Because some participants expressed misconceptions about how the penalty APR would be
applied, following this round, the wording of the Penalty APR row was revised to make it
clearer that this rate would be applied to the entire balance on the account, rather than just the
amount of any transgression. In addition, an explanation was added describing how long the
penalty APR would apply.
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Fees

e Because references to transaction fees in the APR rows (e.g., “Balance transfer fees will also
apply”) improved participants’ awareness of these fees, this reference was retained in future
models. In subsequent models that were developed, the words “(see below)” were added to
the reference to make it easier for consumers to find the applicable fees in the Schumer Box.

e The phrase “Required Payment Suspension Plan” was not meaningful to participants, and
there was no alternative label that seemed to effectively describe this type of account
protection plans. Therefore, subsequent models used the names of specific plans in the
Schumer Box.

e Because participants consistently indicated through multiple rounds of interviews that they
did not consider foreign transaction fees to be an important factor when shopping for a card,
these fees were removed from all subsequent models.

Other Disclosure Notices

e The notice about payment allocation was retained in the APR for Balance Transfers row,
because it was much more noticeable in that location than it had been at the bottom of the
Schumer Box. The wording was revised slightly for the next round to emphasize the fact that
the introductory APR applied only to balance transfers—a fact that several participants in
this round did not understand.

e The wording of the grace period disclosure that was used in this round tended to confuse
participants. Therefore, a simpler version of this disclosure was used in the next round.
Since the term “interest-free period” did not seem to be any more effective than “grace
period,” all future models retained the original term because of its familiarity to some
consumers.

e Because testing in Boston showed that participants tended to notice and understand the notice
about the impact of fees on available credit, the notice was retained in future models.

e The explanatory text that was added to the “minimum interest charge” row was effective; all
participants in this round correctly understood the circumstances under which they would be
charged this amount. Therefore, this text was included in all subsequent models.

Periodic Statement

Interest and Fees

e Participants reacted positively towards the year-to-date totals of interest and fees that were
included on models for this round, so these totals were retained in the final round. Because
some confused the year-to-date totals with monthly totals, the format for this information was
revised in future models.
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Transaction Lists

Interviews in Denver and Boston showed that participants who were given transaction lists
that were broken down by transaction type were able to identify information more quickly
and accurately. For this reason, transaction lists in all subsequent models were broken down
in this way.

Effective APR

As in previous rounds, the text used to describe the effective APR was not effective at
communicating to participants that the effective APR includes both interest and transaction
fees. Again, some believed that the effective APR was the annual interest rate. The effective
APR was included on models for the final round to see whether any final revisions could
make it clearer and more understandable.

Late Payment and Minimum Payment Disclosures

Results from the Boston interviews showed that disclosures that are located near the top of
the statement are much more likely to be noticed than those on the payment coupon.
Therefore, for the final round warnings relating to late payment and minimum payment were
placed at the top of the first page, just under the information about payments.

Charges to Account Terms

Because participants that were shown change-in-terms notices without a summary table were
less likely to understand what was changing about their account, all subsequent models
included a summary table describing changes to key terms on the front page of the periodic
statement.

Convenience Checks

This round of testing confirmed that information about how payments will be allocated is
very difficult for consumers to understand in the context of convenience checks—just as it is
in the context of the Schumer Box. Therefore, the next round of testing did not address
disclosures for payment allocation and focused instead on fees, APRs, and grace period.
Because some participants were unable to find these disclosures in this round, the models
used in the next round provided them in different formats—one used a clearly labeled
bulleted list, while the other used a tabular format similar to the Schumer Box.
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INTERVIEWS IN DALLAS, TEXAS (MARCH 2007)

Objectives and Methodology

The last round of nine interviews was conducted in Dallas on March 12 and 13, 2007. Variation
between models in this round was fairly minimal; for example, the two periodic statement forms
that were used in the testing only differed in the wording of several notices and the placement of
year-to-date totals of interest and fees.

As in Boston, participants in Dallas were asked to compare two Schumer Boxes, identify the
most important differences in terms, and choose which card they would prefer. Again, the goal
of this portion of the interview was to study how easily the revised format allowed consumers to
compare and shop for credit cards. Two pairs of models were used:

e Pair F: Model F1 noted that the purchase APR of 14.99% would “vary with the market
based on the Prime Rate.” Model F2 offered the same APR, but did not indicate that this
rate would vary.

e Pair G: Model G1 displayed a larger number of penalty triggers than model G2. In
addition, model G2 stated that if rates were increased to the penalty APR, the issuer
reserved the right to keep them at that level “indefinitely.” Model G1, on the other hand,
indicated that if the cardholder made six minimum payments when due and did not
exceed his or her credit limit for six consecutive months, the rates would return to
normal.

Two different Schumer Box models were used in Dallas. SB-11 reflected all revisions that had
been made over the course of the testing. SB-12, on the other hand, was designed to simulate
current Schumer Box disclosures. Each participant was shown a version of both of these models
so that the researchers could gather information on which format—current or revised—they
found easier to understand. Just as in Boston, two different versions of both SB-11 and SB-12
were created—one that included set-up and maintenance fees (SB-11SP/SB-12SP) and one that
listed a “required account protector plan” in the fees section (SB-11P/SB-12P).

The most noticeable difference between the Schumer Box and periodic statement models used in
Dallas and those used in previous rounds was their general appearance. Up to this point, the
layout of forms had been kept very generic, with minimal use of graphic elements like
highlighting and shading. The reason for this was that these types of graphic features are largely
not regulated by the Board, so by keeping the models generic the researchers were able to focus
more specifically on aspects of the forms that are covered in Regulation Z (such as the tabular
format of the Schumer Box).

However, since these documents were going to be released as model forms there was a desire to

have them reflect best design practices, which the generic versions used in prior testing did not.
Therefore, before the Dallas tests Macro’s design team revised the forms from a graphic
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perspective and added features such as shaded bars and the use of reverse (i.e., white-on-black)
text in the headings of disclosures. These “best practice” forms were used in the Dallas testing to
determine if these graphic elements negatively impacted the usability of the forms.

The following model forms were shown to participants in this round and can be found in
Appendix B:

Solicitation Letter®: SL-6, SL-7

Schumer Box: SB-11P, SB-11SP, SB-12P, SB-12SP, SB-10F (pair), SB-10G (pair)
Periodic Statement: PS-11, PS-12

Convenience Checks: CC-3, CC-4, CC-5

Key Interview Findings

Schumer Box

General Comments

Several participants commented that the revised Schumer Box was “clearer,” “easier to
understand,” or “more spaced out” than the current version.

Annual Percentage Rates

Participants were more likely to be able to identify the APRs they would be charged on
balance transfers and cash advances when looking at revised Schumer Box models,
compared to current models. They also found it easier to identify the fees that they would be
charged for these transactions.

Participants were more likely to be able to identify the interest rate on purchases on a
Schumer Box using the revised format, compared to the current format. They were also
more likely to understand how the initial rate was determined, as well as how it would then
vary.

Penalty APR and Penalty Triggers

While looking at a current Schumer Box model, none of the participants could find any
indication that their APRs could increase to the penalty APR. When looking at the revised
model, however, all found and understood this information.

When asked to compare two Schumer Boxes representing different offers that differed in
penalty triggers and how long the penalty APR would apply, participants did not notice these
differences. After being prompted to re-read that section of the Schumer Box, most did see
the difference in how long the rate would apply—»but still very few noticed the difference in
triggers.

® Participants were shown either SL-6 or SL-7 based on whether they were given SB-11 or SB-12, so that the terms
matched between the solicitation letter and the Schumer Box.
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Fees

e Participants were able to identify the fee that they would be charged if they went over their
credit limit when looking at either model. However, they were able to find this fee more
quickly when using the revised model.

Other Disclosure Notices

e Participants were significantly more likely to be able to find information about payment
allocation when looking at a revised model. However, about half had difficulty
understanding what this disclosure was saying, as well as why payment allocation would
impact their interest charges.

e Almost all participants noticed the reference on the revised Schumer Box about a website to
go to “for additional information.” However, several misunderstood the type of information
that they would find there—they indicated that the website would likely provide a
comparison of terms for specific cards. A few also assumed that the website would be run by
the credit card issuer itself, and that therefore the information it contained would not be
neutral. Participants were divided on whether they would be likely to use this website; about
two thirds said that they might, while the remainder said that they would not.

Periodic Statement

Interest and Fees
e When asked whether the interest rates on their account were shown on the statement, all but
one were able to find them in the Interest Charge Calculation section.

e All but one of the participants were able to locate year-to-date totals of interest and fees
charged. Whether these totals were displayed at the end of the transaction list or in the
Summary of Account Activity box did not seem to impact the ease with which participants
found this information. Most indicated that this information would be useful to them, and
that they would like to have it on their statement.

Annual and Periodic Interest Rates
e While nearly all participants understood what the Daily Periodic Rates that were displayed
represented, a majority indicated that they would not find these rates valuable.

Effective APR

e In the models for this round the effective APRs were renamed the “Fee-Inclusive APRs,” to
see whether this label might be more descriptive to consumers. There was some evidence
that this label might be more effective—after reading the statement about half of the
participants understood that the effective APR included both interest and fees. Half of those
who understood this term (or about a quarter of all participants) thought that this was
important information that should be included on periodic statements.

e As in previous rounds, there were a few participants that misidentified the effective APR as
the annual interest rate on their account.
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Late Payment and Minimum Payment Disclosures

Nearly all of the participants were able to find information on the statement about what
would happen if they paid late on the statement, and most noticed the late payment warning
before being prompted.

All but one of the participants were able to identify information on the statement about the
potential consequences of paying only the minimum amount each month. About half noticed
this warning on their first reading of the statement—significantly more than in previous
rounds.

Changes to Account Terms

Participants had no difficulty finding information on the statement about changes to their
account terms, and all understood these changes after reading the text provided.

Models for this round included additional text in the change-in-terms notices indicating that
if consumers were already being charged the penalty APR, the changes to their transaction
APRs would not immediately impact their account. When asked to read this text,
participants understood it.

Convenience Checks

All of the participants indicated that they had received convenience checks previously from
their credit card issuer, but only a third said that they had used them.

Regardless of which model they were shown, all participants were able to identify the fee
that they would be charged for using the checks. However, those who were given models
with this disclosure on the back only saw the fee after being prompted to look for it, while
about half whose form had it on the front noticed it during their initial reading.

Two models used for this round had a disclosure on the front indicating that there was no
grace period for purchases made with convenience checks; the third model had this
information on the back. Participants who were shown models with the disclosure on the
front were more likely to understand that there was no grace period; in fact, no one noticed
this information when it was on the back.

Only a third of participants were able to find the disclosure text that indicated that after the
introductory rate expired they would be charged the APR on cash advances. No one was
able to find this information when it was provided on the back of the form. As in Boston, the
primary reason was that participants were looking for a numeric percentage for the go-to rate,
when in fact this rate was only stated in the form of text (i.e., “your regular APR for cash
advances.”)

There was no evidence in these tests that the specific format of the disclosures (i.e., text vs.
tabular) had an impact on participants’ ability to locate the information.
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Subsequent Design Decisions

Schumer Box

Annual Percentage Rates

The text used in this round for the “APR for Purchases” row was more succinct and seemed
to be clearer regarding how an initial rate would be determined and how it would then vary.
As a result, this wording was retained in the proposed model form.

In order to help consumers distinguish between transaction fees and APRs, references were
added in this round in the transaction fees section that directed readers’ attention back up to
the APRs. However, there was no evidence that this reference improved consumer
understanding, so these references were not included in the proposed form.

Penalty APR and Penalty Triggers

This set of models included a reference in the “Penalty APR” row telling consumers that they
might also be charged a fee, and directing their attention to the penalty fees section.
However, this reference did not seem to impact consumer understanding—most participants
already understood that penalty fees could be charged. In addition, the reference distracted
them away from the penalty APR row, which was less familiar to them. Therefore, this text
was removed from the proposed form.

Because several participants did not initially notice information in the penalty APR row
indicating how long the rate would apply, the proposed form was revised to include the
heading, “How Long Will the Penalty APR Apply?”

Other Disclosure Notices

In order to make it more noticeable to consumers, in the proposed form the heading for the
payment allocation disclosure was put in bold text and changed from “NOTICE” to “Notice
Regarding Interest Charges.”

Because some participants misunderstood the type of information that would be found at the
website referenced in the Schumer Box, the wording for this disclosure was revised. The text
used in the proposed form also explicitly notes that this website is run by the Federal Reserve
Board, to reassure readers that the information they find will be unbiased.

Periodic Statement

General Formatting

The new appearance of the periodic statements used in this round (i.e., black bars with white
text identifying each section; increased use of shading, etc.) seemed to make the statement
clearer and more navigable to participants.
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Interest and Fees

e Providing the year-to-date totals of interest and fees at the end of the transaction list proved
effective, since this list is one of the few pieces of the statement that participants consistently
read carefully. Therefore, the proposed periodic statement model provides year-to-date totals
in that location.

Annual and Periodic Interest Rates

e Because participants in Dallas and in previous rounds consistently indicated that they do not
find the periodic rate that is provided on statements to be useful, and because displaying
fewer percentages would likely make it easier for consumers to identify the interest rates on
their account, the proposed statement model does not include periodic rates.

Effective APR

e There was some indication in this round that re-labeling the effective APR as the “Fee-
Inclusive APR” increased consumer comprehension of this term. However, previous rounds
had provided a great deal of evidence that this rate is not useful to consumers and might even
be counter-productive to include, given their potential confusion between the effective APR
and annual interest rates. Further testing may be needed to determine whether this change in
terminology has in fact made this term understandable and useful.

Late Payment and Minimum Payment Disclosures

e The models for this round included the notices about late payment and minimum payment
immediately following information about payment. Results from Dallas showed that
participants were much more likely to notice these disclosures in that location. Therefore,
the proposed model forms include these two disclosures in close proximity to payment
information.

Changes to Account Terms

e The text that was added to the change-in-terms summary regarding how to interpret the
changes if the cardholder was already being charged the penalty APR was clearly understood
by participants. Therefore, this text was included in proposed forms.

Convenience Checks

e Because participants found information regarding fees, the go-to rate, and the absence of a
grace period more easily when it was on the front of the checks, the Board’s proposal would
require that issuers include these disclosures on the front of the page of checks. The two
formats used in this round—a clearly labeled bulleted list and a tabular format similar to the
Schumer Box—both seemed to be effective in making these disclosures clear and
conspicuous.

e When looking for the interest rate that would be charged after the introductory period ended
participants consistently scanned the text for a numeric percentage, and when they did not
see a percentage assumed that the information was not there. Therefore, the Board’s
proposed regulations would require that issuers provide a numeric percentage on the front of
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the page of checks, rather than simply stating that the percentage will be, for example, the
APR on cash advances.
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SECTION IV: CONCLUSION AND DISCUSSION OF
NEED FOR CONSUMER EDUCATION

PROPOSED REVISIONS TO REGULATION Z

Following each round of interviews, the Board reviewed findings from the consumer testing.
These results were a key source of information as the Board developed proposed revisions to the
rules affecting open-end credit in Regulation Z. As noted above, this proposal is scheduled to be
released for public comment in May 2007; the revised disclosure forms that were developed
through the testing will be included as model forms.

NOTE ON NEED FOR CONSUMER EDUCATION

The proposed models that have been developed through this project were designed to explain
credit card terms as simply and clearly as possible so that a wide range of consumers could
understand them. However, one important finding has been that there are a number of
consumers who lack fundamental understanding of how credit card accounts work. These
participants tended to be those with lower educational levels, and were likely subprime
consumers (i.e., those with low credit scores). Unfortunately, this population is generally
charged higher fees and interest rates than other consumers, and thus has the most at stake in
understanding how these charges are calculated and how they can be avoided.

Some of the specific concepts that were misunderstood by a large number of participants
included the following:

e Calculation of Interest Charges: Most participants understood that the Annual Percentage
Rate was associated with the calculation of their interest charges, and that a lower APR
generally corresponded to lower charges. However, very few participants could accurately
describe how interest charges were actually calculated. Many did not understand the balance
that would be used in the calculation each period; some thought it was the new balance on
the card, while others thought it was the sum of new purchases. Others thought that the APR
itself was used in the monthly calculation of interest, rather than a periodic rate. Most
participants who could not describe how interest was calculated were not concerned by their
lack of understanding. They indicated that they trusted that their issuers would perform the
calculations correctly, and that they would call them if the amount looked incorrect.
However, in many cases it was unclear that these participants would be able to identify a
mistake if it appeared on their statement.

e Fees Versus Interest Rates: When shown a credit card offer and asked to consider the
potential costs of the account, there were some participants who had difficulty distinguishing
between fees and interest rates (for example, a 5% APR on balance transfers versus a 5% fee
on balance transfers). In some cases, there was a lack of understanding that fees were tied
into a specific action or occurrence, while interest rates would be applied to a balance each
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period. Internal references were added to the Schumer Box to try to direct consumers’
attention to both fees and APRs to help them distinguish between the two. However, testing
showed that while these references helped some consumers, there were others who were still
unaware of the difference between the two.

e Balances from Different Types of Transactions: Most participants understood that they
could be charged different interest rates on purchases, balance transfers, and cash advances.
However, testing showed that while they were aware of this at a conceptual level, many were
unable to apply this knowledge when making decisions. For example, while looking at
Schumer Boxes interview participants were asked to imagine a scenario in which they
transferred a balance to their card at a 0% introductory rate, then made purchases on the same
card at a higher rate, and then made a payment. They were asked whether they thought this
issuer would use their payment to pay off their balance transfer or their purchases. Although
the Schumer Box indicated that lower-APR balances would be paid off first, less than half of
participants were able to answer correctly—some, for example, thought the issuer would pay
off transactions in the order that they occurred. In order to alleviate these misunderstandings,
the proposed model includes text in the Schumer Box describing how payments will be
allocated.

This particular interview question was complex, and it is unsurprising that many consumers
were unable to answer it correctly. However, a surprising number of participants indicated
that the bank’s decision regarding payment allocation would have no impact on the amount
of interest they were charged. Others did not understand what was being asked, because they
did not realize that balances were calculated separately for purchases and balance transfers—
they assumed that all transactions were aggregated into a single balance. For participants
with these fundamental misunderstandings, even the disclosure included in the proposed
model is unlikely to be helpful.

Other misunderstandings were also revealed through the interviews, many of which led to
revisions to the formatting and language used in the disclosures. However, fundamental gaps in
consumer knowledge, such as those listed above, are difficult to address through disclosures.
Effectively explaining the difference between a 5% fee on balance transfers and a 5% APR on
balance transfers, for example, would require a great deal of text—so much, in fact, that the
consumers for whom it was intended would be unlikely to read it. In addition, adding this text
would make the disclosure much less useful to other consumers who did not need this
explanation.

To address these misunderstandings, therefore, more basic consumer education is necessary
about how credit cards work. The Board has proposed using its website to conduct some of this
work. This is a promising strategy, because a website would allow more targeted education—
users could focus on specific areas of interest, while skipping topics that they already understand.
However, a website is likely to be only part of the solution, because its effectiveness depends on
the extent to which people proactively decide to use it—and many of the participants who were
interviewed for this project were unaware of their own misconceptions. A more effective long-
term strategy might be to expand coverage of these topics in K-12 school curricula, so that
people would have a more thorough understanding of how credit cards work by the time that
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they became consumers. Obviously, addressing the problem of consumer understanding at this
level is far outside the scope of this particular project. However, the need for such a solution was
very apparent during the course of this work.
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APPENDIX A: DEMOGRAPHIC AND BACKGROUND
INFORMATION ABOUT PARTICIPANTS

As noted in Sections Il and 111 of this report, participants in focus groups and cognitive
interviews were recruited by telephone using a structured screening instrument. This instrument
was designed to ensure the selection of a range of participants in terms of gender, age, ethnicity,
and level of education. Prospective participants were also asked questions about their credit card
history and credit card behavior, such as how often they paid the full balance on their card or
whether they had opened a new account in the last 12 months. These questions made it possible
to ensure that the study encompassed a variety of credit card user populations (for example, new
versus experienced credit card users).

Other screening criteria that were used included:

- Consumers were only invited to participate in focus groups or interviews if they had one
or more general-purpose credit cards.

- Consumers were only invited to participate if they were the person in their household
who was responsible for making credit card decisions, such as choosing a new credit card
or deciding how much to pay each month.’

- Toavoid potential conflicts of interest, consumers who worked for a bank or credit card
company were excluded from participation.

While minor changes were made to the screening instrument between locations, the majority of
questions remained unchanged for all phases of the study.

On the following page, Table 1 provides some of the information collected about participants in
each location during the screening process.

" Consumers were also invited to participate if they made these decisions in cooperation with a spouse or other
partner.



Table 1: Demographic and Background Data for Focus Group and Interview Participants

NOTE: The numbers at the top of each column refer to the number of participants. Because some data were collected through a
survey, and some participants did not respond to all questions, the sum of numbers in the table does not always equal the number of

participants.

Focus Groups Plr'letlele?\]/liz\?vrsy Cognitive Interviews for Testing of Revised Forms
Calverton | Birmingham | Baltimore Kansas Denver Boston Dallas TOTAL®
(n-21) (n=23) (n=9) City (n=9) (n=7) (n=8) (n=9) (n=86)
Gender
Male 9 12 5 3 2 5 5 41 (48%)
Female 12 11 4 6 5 3 4 45 (52%)
Age
18to 25 3 1 2 2 0 1 2 11 (13%)
26 to 35 2 7 1 2 2 3 1 18 (21%)
36 to 45 5 12 3 4 4 2 4 33 (39%)
46 to 60 9 3 3 1 1 2 2 21 (25%)
61+ 2 0 0 0 0 0 0 2 (2%)
Race/Ethnicity
White 11 4 5 4 4 4 5 37 (43%)
African-American 10 19 3 3 2 4 1 42 (49%)
Hispanic/Latino 0 0 0 2 1 0 3 6 (7%)
Asian-American 0 0 1 0 0 0 0 1(1%)
Education Level
Some high school 1 0 0 0 0 0 0 1(1%)
Graduated from high school 6 8 3 4 3 4 5 33 (39%)
Some college 8 13 2 4 2 1 1 31 (36%)
Graduated from college 5 2 4 1 2 3 3 20 (24%)
How long ago did you get your first
credit card?’
Less than 5 years - - 1 2 0 2 3 8 (19%)
5 to 10 years - - 2 3 1 3 1 10 (24%)
More than 10 years - - 6 4 6 3 5 24 (57%)

& When calculating the percentages in this column, the denominator that was used was the number of respondents to each question, not the total number of
participants. These percentages may not total 100 percent due to rounding.
° This question was not asked of prospective participants for the focus groups.




Focus Groups

Preliminary

Cognitive Interviews for Testing of Revised Forms

Interviews
Calverton | Birmingham | Baltimore Kansas Denver Boston Dallas TOTAL®
(n-21) (n=23) (n=9) City (n=9) (n=7) (n=8) (n=9) (n=86)
Have you opened a new general-
purpose credit card account in the
past 12 months?
Yes 6 9 4 3 3 4 7 36 (42%)
No 14 14 5 6 4 4 2 49 (58%)
How often do you pay the full balance
on your primary credit card?
Always or almost always 6 1 0 2 2 1 2 14 (17%)
Sometimes 12 8 6 4 3 4 4 41 (49%)
Hardly ever 2 13 3 3 2 3 3 29 (35%)
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Focus Groups:
Calverton, MD (May 2006)
Birmingham, AL (June 2006)

Contents:

e Sample Credit Card Solicitation (front and back)
e Sample Cardholder Agreement (4 pages)

e Sample Periodic Statement (front and back)

e Sample Change-in-Terms Notice (front and back)
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DISCLOSURE

I these disclosures, “we,” “our” or “us” means Bank USA, National Association,
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ng addresses in [LS. erritaries, commn and posséssions, will not be approved. This offer and any resubting aceount are subject 1o Delaweare and federal lawe, You 2gree that the use of any

card or account issued in co 0 with this offer is subj -Ilnmsmciﬁu{m.mduhmm joct 1o change = in, the Cardmember Agreement mailed with your eand. The
2 QuF fig 2 jury i o i gipate {1 3 chiss a

mECtion

I ) Ringling arbiteal which vy affect vou ls I right o i o 5 3
pmceeding. Payments will be apph us innusole reticn, ke promaotional rate balances {fike redueed rale ce Trans i rd £ rate halances.
State Lws require the following noticss: California Residents: Married applicuis way spply for separate credit. New York Residents: May contact the New Yurk Stase Bunkis Departmen at
t-am-sm-m a obtain 3 comparative listing of credil cand rues, fees and grace pﬂmtﬁﬂ;!q Residents: The Ohio Jow against discrimination requires thar :JJ creditors m:li creﬂilme:mly

availzble to all creditenrthy customess, and thl credit feponing agencies maintain separate credit histories on e=ch individual upon request. The Ohio Civil Rights Cormmission administers compliance
with this I Married W_xsmn.sm Residents: mm of zny maritz] propenty agreement, unil:ueral statement or court onjer ing lo nuadtal property will adversely allen a creditor's
;:muﬁﬁmrw‘#mmcmﬂﬁ 1 nllgd‘hlf: i ;mw;imh:&wgutim |.s:|.ummemn;mﬁwhsmal gozxpmr. In addition, you must send us
name ress of your in i . | Vational Assocation, ” Wi , Delawan: 1! . 50 that i g il

e Tame i M o o0 spu.:em : iiminglon, e 50 that we can provide vour spouse with 2
FEATURES AND SERVICES SUMMARY: Some card featres and services ure provided by independent suppliers who assume full respansibility for thei ms. The wvailabiliy
muﬁmﬂm 2und suppliers of thess services wre subject to change. Cand features and Qms hl}‘: Isnma mmnwmlusimn aud Henitanions. ﬁlﬂilnltci‘;airi‘:r wulum when mjmjuu;
a pember.
1F applicable, complete Reward Progranm Tertrs and Conditians will be provided upon establishing an account, Certain restrcti I lirmitations apply:
Daily and transaction limits apply to ATMs.

BALANCE TRANSFER DISCLOSURES: You igree to allow mhmu{,wda for 15 10 ¢ response and transfer the balance(s) 1o vour © .  secounl. Please continue 1o make at
Jeast the minimum Dﬂpnmuﬂneruulilcan]:mﬁlwmmmdm1 m?:mhmm. -"i!?:iclsnmmbhhfi;arﬁ[mdnwimmdhymuprlwmw
babaice being trar L .P;mml.ofdnmmunlls}mﬂmimdhyywmuyurnmymnﬁsfymﬁj ding bul on the desi i 3. You will cuntinue s be nesponsibli for
any balances on your other credit cards. I the event thi your request{s) exceed the smount of your eredit line, the bank will fulfill Tequests in numenic order as listed in your response, may decline
1o peocess one or mere mguests and/or may complete one request In o pantial amount - .. 3l limil total transfer amounts 1o dess than your totd eredit Jine in order 1o leave pan of your line
ailible. The payment and transler of balances are contingent upon spproval by the bans and recsipd of e, Jegible balance transfer Your balunce ransfer request may noi be used 1o
ke payments oward amounts you owe Mermmmmmmwusdfmkmnemmﬁdummm , if applicable.

ITA-PLARAPPEALLL-10-04
SUMMARY OF TERMS:
Annual Percentage R:ue Preferred Pricing:' Fixed 0% introductory rate from account opening through May 2006 for Elite and Premium
(APR) for Purchases Pricing' Thereafter, Fixed 7_99% for Elite Pricing, or Fixed 1299% for Premium Pricing, For
Standard Pricing from acoount opening Fixed 19,00 %.
Other APRs* ici alance Transfers/Balance Transfer Checks:' Fixed 0% introductory rate from account
ugen' gh May 2006 for Elite and Premium Pricing,’ Thereafter, Fixed 7.99% for Elite Pricing, or Fixed
12.99% for Premium Pricing. Fixed 0% introductory rate from account opening through May 2005 for
Standard Pricing.' Thereafter, Fixed 19.99%.
Cash Advances/Cash Advance Checks: 20.99% for Elite and Premium Pricing, or 23.99% for Standard Pricing,
Non-Preferred Pricing/Default APR — For All Balances: Up to 28.99%. ) Caoa
Overdraft Advances: Fixed 13.99% (not available in some states)
Variable Rate Your APR may vary.
Information® ferred Prici| h Advan, h 4 hecks: The rate is determined monthly by adding 15.99% 10
i Elite and Premium Pricing, or not less than 23.99% for
accounts with Standard Pricing) ?
{on-| ici LAPR — : The rate is determined monthly and is up to the Prime Rate plus 23.99%.
Grace Period for Not less than 20 days Annual Fee None
Repayment of the . N ) -
Balance for Purchases Minimum Finance $1.00 (if a finance charge is
) — - - Charge for Purchases imposed)
ot of gt b e a0 | sy by
f: “Balance (including new purchases) | | Foreign Currency March 3_1rn “Egéﬁff converted
', For billing cycles ending on or afier March 1, 2005: Two Cycle Average For billn - . by
 Tyatl Rl Gl . g cvcles ending on or after April 1, 2005: 3% of the converted
Il Daily Balance (including new purchases) b o amount

Any promotional rate may change to your regular Preferred Pricing rate if any minimum payment on vour Account was past due ori_f%gm,um
was closed for any reason. Any promotional rate or regular Preferred Pricing rate may change to your Non-Preferred/Default APR rate irany loanor
account of yours with us or vour other creditors was past due, your Account was overlimit, any payment on your Account was returned unpaid or if your
Account was closed for any reason.

*You understand that the terms of your account, including the APRs, are subject to change. This means that the APRs for this offer are not guarantee:
APRs may change to higher APRs, fixed APRs may change to variable APRs; or variable APRs may change to fixed APRs. We reserve the right to char.¢
the terms [inclugd.:e'ng the APRs) at any time for any reason, in addition to APR increases that may occur for failure to comply with the terms of your
acoount. Any changes will be in accordance with your Cardmember Agreement.

* For billing cycles ending on or before March 31, 2003: the Prime Rate used to deterrnine your APR is highest rate published in 7he Wiall Sireet fournal
on the last business day of the prior month. For billing cycles ending on or after April 1, 2005: the Prime Rate used to determine your APR is highest
rate published in The Wl Street jorrnal two business days before the Closifig DAFGA the Staement for each billing period.

Overlimit Fee: §35

Transaction Fee for Cash Advances/Cash Advance Checks: 3% of each transaction ($10 minimum)

Transaction Fee for Balance Transfers/Balance Transfer Checks: No fee for balance transfers made during the introductory period.

Thereafier, 3%, $5 minimum, §75 maximum per transaction unless otherwise disclosed to you in writing,

Late Payment Fee/Late Fee: $15 for 2 Balance up to, but not including, $250.00; $39 for a Balance of $250.00 or greater (“Balance” mens

Previous Balance on statement that shows the late fee); and $39 when Non-Preferred/Defauit APR rate in effect on monthly statement.

Other fees may apply.
credit cards are issued by US4, NA
Copyright © 2004 " All rights reserved.
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for sy resson, We will cancel your enrullment if we close your Acoouni for iy reason or if the Plan is ever discontinued.

Once enrolled, you will receive an Amendivent to Cardmemiber Agreement Uhat fully explains the benefits of dvis Plan. There are eligibility requirements, conditions, and exclusivns tha could prevent
you froum receiving benedits: refer 1o Sections 3-13,

“Please note that only the Primary Cardmernber can be enrolied in the Plan. Paymenns wre deferred for 3 months for Unpaid Leave of Absence and Life Evenss, 1 manth for a Peyment Holiday, and up o 2
years for all other covered To quelify for Invotuntary Unemph and Unpaid Leave of Absence benefits, Full Time Employment is required. You must continue making manthly payments
when the henefit activation period has ended. This optional product i not required 1 obkain credit and your decision ta purchase this product & not 2 factor in =+ eredit apairoval.
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Welcome to .. Cardmembership

This document and the accompanying supplement(s) constitute your
Agreement. Please read and keep this Agreement. Abide by its terms.
When you keep, sign or use the Card issued to'you (including any
renewal or replacement Cards), or you use the account associated with
this Agreement (your “Account”), you agree to the terms of this
Agreement, The words “you,” "your” and “yours” mean the person

who applied for the Account and the person to whom we address billing

statements, as well as any person who agrees to be liable on the Account.
The “Basic Cardmenmber” is the persen who opened the Account. You
may request that we issue a Card to another person who shares your
Costco membership, and if we do, that person will be cailed an
“Additional- Cardmember”" on your Account. We may cancel such
Additiona! Cardmember’s use of your Account if he or she rio longer
shms your Costco membershjp The term “Card” refers to the /..

Zard issued to you, all othet Gards jssuéd on your Account, and
any other device (such as Account numbers and convenience checks)
with Wthh you may access your Account. “We,” “our” and “us” refer to

i ~yBank, FSB lhe issuer of your Account.

Using the Card

You may use the Card to obtain gooids and services from any person who
accepts the Card (“Purchase(s)”). You may also use the Card to obtain
loans (“Cash Advance(s)") throuigh various means we may make avail-
able (e.g., ATM machines) up to the applicable limits on your Account. At
our discretion, we may permit you totransfer balances from other
ar:counts to your Account (“Balance Transfer(s)"). At our discretion, we
may issue convenience checks that you can use to access your Account.
Each convenience check may be used only by you. You may not use
convenience checks to-pay any amount you owe under this Agreement or
to pay any other account you have with us or our affiliates. Transactions
you make in response topromotional offers from us wil be subject to the
terms of the promotion and this Agreement.

All amounts charged to your Account, including Purchases, Cash
Advances, Balance Transfers, convenience checks, annual fee(s), if any,
any amounts guaranteed by use of the Card, other fees, and any Finance

Charges, are "Charges." A convenience check that we identify as having -

been made payable 1o cash, 1o yoil, or to a bank; brokerage or similar
asset account will be treated as a Cash Advance. Any other convenience
check and/or a Balance Transfer will be treated as a Purchase, except as
stherwise noted. If you make a Purchase or a Balance Transfer, or use a
sonvenience check, that is governed by.a promotional offer from us, the
“harge will be included in a Promotional Balance, unless we notify you
stherwise. You agree to use the Account only for legitimate purchases of
j00ds and services for personal, family or household purposes.

fou agree not o let any person use 2 Card except a Cardmember whose
1aine is on it. You agree to notify.us if the Card is lost or stolen, or you
uspect that it is being used without your permission. You agree o use the
\ccount only for Purchases, Cash Advances, or Balance Trarisfers that are
awful and are permitted under this Agreement. We may issue you renewal
r replacement Cards before a previously issued Card expires.

f you or an Additional Cardmember authorize a third party-to bill
“harges on a recurring basis to your Account (“Recurring Charge(s)™),
ve may (but are not required lo) provide such third party with your
urrent Account status, Card number and/or expiration date to permit
hat third party to continue billing your Account. We may take such
teps even if your account number changes-or if we issue a renewal or
eplacement Card to you or an Additional Cardmember. To withdraw
wthorization for a Recurring Charge, you must notify the third party.

Annual Fee
"here is no annual fee for this Account.

tebate

:ach Eligible Purchase shall qualify for 2 Rebate of 1, 2, o 3 percent, 2s
dllows: 3% at restaurants, 2% for travel purchases from airline,
adging, car rental, cruise line, travel agency and tour operators; or 1%
n alf other Eligible Purchases posted to your account. Only the first
100,000 of Eligible Purchases are eligible for a Rebale in each Rebate
‘eriod. The Rebate percentage applied to a Purchase is dependent upon
1e merchants submitting the charge under the appropriate merchant
ategory code. "Eligible Purchases” include purchases of goods or
arvices, which purchases have not been returned or otherwise rescinded,
nd are not subject to a credit; it does NOT include fees, Finance

harges, Cash Advances (including the use of checks, line activators,

automaled teller machines, or other means of accessing your Account),
Balance Transfers or adjustments to your Account or the purchase of

.and Gift Cheques.
Your Rebate is awarded annually in the form of an in-store coupon
redeemable for cash or merchandise at any U.S. Costco Warehouse. The
Rebate coupon will be issued with February billing statements.

- Coupons are non-transferable and are issued to you as part of a reward

program only and have no value independent of the program. To
receive the Rebate for.a “Rebate Period” (bliling periods {rom February
through January of the following year), your Account must be active
(not cancelled) in the month the Rebate coupon is scheduled to be
issued and you must present the coupon at a U.S. Costco Warehouse
prior to-the expiration date stated o the coupon. You will not be eligible
ta receive a Rebate for any Rebate Period in which you fail to make a
timely Minimurn Payment for three consecutive billing periods. Each
time you fail to make a timely Minimum Payment for two consecutive
billing periods, the amount of the Purchases appearing on the billing
statement for the first of these two periods will not be included in your
Annual Purchases to calculate the Rebate. Annual Rebate reward
cotpons of less than §1 will be forfeited.

Credit Line

Aportion of your credit line may be available to you for Cash Advances:
up to your Cash Advance limit. We may, at any time and in our sole
discretion, increase and/or decrease your credit line and Cash Advance
“limit. We may limit Charges at an automated teller machine (“ATM")
to the lesser of (i) a total of $1,000 in any seven-day period, or (i) the
remaining amount of the Cash Advance limit on your Account; and we
may impose additional limits at our sole discretion (in addition to any
limits imposed by the ATM's ownier). Your billing statements will show
your credit line and Cash Advance limit and the unused portions of such
line and limit as of the statement date. You agree to manage your
Account so that your balance for Cash Advances (including fees and
Finance Charges) will not exceed the Cash Advance limit and your
overall balance (including fees and Finance Charges) will not exceed
your credit line. You agree to pay us, immediately upon reques!, the
amount of any balance on your Account in excess of any applicable credit
line or limit. We reserve the right to decline any attempted Charge, even
if the Charge would not cause you to exceed your credit line or limit.

We are not responsible for any losses or other consequences if a transaclion
on your Account is not approved for any reason, even if you have sufficient
credit available. Except as otherwise required by applicable law, we will not
be responsible if any merchant refuses to honor the Card or for any other
problem you may have with a merchant.

Promise to Pay )

You promise to pay all Charges, including Charges incurred by
Additional Cardmembers, on your Account. This promise includes any
Charge for which you or an Additional Cardmember indicated an intent
to incur the Charge, even if you or the Additional Cardmember have not
signed a charge form or presented the Card. You also promise to pay

" any Charge incurred by anyone that you or an Additional Cardmember

let use the Card, even though you have agreed not to let anyone else
use the Card.

Status of and Responsibility for Additional Cardmembers
Additional Cardmembers do not have accounts with us. Instead, they

are authorized users on your Account, and the Cards issued to them

may be cancelled by you or us at any time. You must notify us to revoke
an Additional Cardmember’s permission to use your Account. You are
responsible under this Agreement for all use of your Account by the
Additional Cardmembers, and by anyone else you or an Additional
Cardmember lets use the Card, and the Charges they incur will be billed
to you. You have this responsibility even if you did not intend for an
Additional Cardmember, or other person, to use the Card for any transactions.

An Additional Cardmember is not liable for Charges incurred by the
Basic Cardmember or by other Additional Cardmembers. However, by
each use of the Additional Card to incur Charges, the Additional
Cardmember indicates his or her agreement to pay us for the Charge if
you fail to or refuse to pay it, and we may, at our discretion, pursue
Additional Cardmembers for payment of Charges they incur or authorize.
You authorize us to provide Account information to Additional Cardmembers
and todiscuss the Account with them,

You agree to notify each Additional Cardmember, at the time he or she
becomes an Additional Cardmember, that we may receive, record,
exchange and use information about him or her in the same manner we
do with information about you, as described below.in the CONSUMER
REPORTS, TELEPHONE MONITORING/RECORDING, and SUSPENSION/
CANCELLATION sections of this Agreement.

Billing Statements/Minimum Amount Due

You must notify us immediately of any change in the mailing or e-mail
address to which we send billing statements or notices that a billing
staternent has been posted {“Billing Address”). If you wish a Bitling
Address change to apply to more than one account you maintain with
us, you must tell us. You agree that we may also update your Billing
Address if we receive information that your Billing Address has changed
or is incorrect.

The “New Balance” appears on your billing statement. To determine
the New Balance, we begin with the outstanding balance on your

Account at the beginning of each billing period, cailed the “Previous
Balance” on the billing statement. We add any Charges, subtract any
credits or payments credited as of that billing period, and make other

applicable adjustments.

Each billing statement will reflect a Minimum Amount Due. Payment
is due by the time and date shown and in the manner prescribed on the
statement. To calculate the Minimum Amount Due we will add together
Lhe following:

(1) any amount past due;

(2) the greatest of:

a) 1/50th of the New Balance on the Closing Date of the billing
staternent (the calculation of which is rounded to the nearest
whole dolfar) (for purposes of this calculation we exclude from
the New Balance any over-limit fee added to your Account
during the billing period),

b) the current billed Finance Charges, or

¢) $15 (or the New Balance if it is less than $15); and

(3) any overlimit fee added to your Account during the billing period.
If the greatest of the three calculations in section (2) above is the current
billed Finance Charges, then we will add §15 to the calculation of the
Minimum Amount Due. At our option, we may also include in the
Minimum Amount Due all or part of other fees incurred during the billing

 period and any part of the New Balance in excess of your credit line.

The Minimum Amount Due will not exceed the New Balance. You may
pay more than the Minimum Amount Due, up to the enlire outstanding
balance, at any time. .

Payments
All payments must be sent to the payment addsess shown on your billing

slatement and must include the remitlance coupon from your billing

statemnent. You must pay us in U.S. currency, with a single draft or check
drawn on 2 U.S. bank and payable in U.S. dollars, or with 2 negotiable
instrument payable in U.S. dollars and clearable through the U.S.
banking system, or through an electronic payment method clearable
through the U.S. banking system. Your Account number must be
included on or with all payments. If we decide to accept 2 payment made
in a foreign currency, you authorize us to choose a conversion rate that
is acceptable to us to convert your remittance into U.S. currency, unless
a particular rate is required by law.

Payments conforming to the above requirements that we receive no later
than the hour specified on your billing statement will be credited to your
Account as of the day received; payments conforming to the above
requirements that we receive after the hour specified on your billing
statement will be credited to your Account as of the following day.

1f payment does not conform to the requirements stated above, crediting
may be delayed. if this happens, additional Charges may be imposed.

We may accept lale payments, partial payments or any payments marked
as being payment in full or s being settlement of any dispute without
tosing any of our rights under this Agreement or under the law. Our
acceptance of any such payments does not mean we agree to change

this Agreement in any way. You agree that an acceptance of such
payments will not operate as an accord and satisfaction without our prior
express writlen approval.

Subject to applicable law, we will apply and allocate paymenis and
credils among balances and C‘/Jarg&s on. your Account in any order
and manner determined by us in our sole discretion. In most cases,
we will apply and allocate payments first to balances at lower Annual
Percentage Rates (“APRs") and then to higher APR balances,

and apply Purchase credits first to the balance from which the



reesponding debit originated. However, for servicing, administrative,
stems or other business reasons, we may apply and allocate payments
i credits among balances and to Charges on your Account in some
1er order or manner that we may deterrnine in our sole discretion.
u agree that we have the unconditional right to exercise this
liscretion in 2 way that is most favorable or convenient to us.

\uthorization for Electronic Debit to

four Checking Account '

Y reserve the right Lo process checks electronically by transmitting the
imount of the check, the routing number, account number and check
erial number to your financial institution. By submitting a check for
yayment, you authorize Us to initiate an electronic debit from your bank
it asset account. If we process your check electronically. your payment
nay be debited to your bank or asset account the same day we receive
our check. Also, if we process your check electronically, you will not
eceive that cancelled check with your bank or asset account statement.
fwe cannot collect the funds electronically, we may issue a draft against
our bank or asset account for the amount of the check.

‘inance Charges
. Finance Charges begin to accrue for each Charge as of the date it is

added to the daily balance, as described below. For Purchases
(excluding Balance Transfers-or convenience checks), however, no
Finance Charges will accrue in any billing period in which the
Previous Balance on the statement covering that billing period is zero
or a credit balance.

i. The Daily Periodic Rate ("DPR") for Purchases and the DPR for
Cash Advances are each based un an APR, which may vary. The APR
for Cash Advances is the Prime Rate plus 14.99%. A DPR is 1/365th
of the APR. Your DPRs and APRs for Purchases appear on the
accompanying supplement(s). When an APR changes, we apply it
to any existing balance subject fo that rate.

.. The “Prime Rate” is determined once with respect to each billing
period, and applies to the entire billing period. The Prime Rate for’
billing periods ending in any calendar month is the highest Prime
Rate published in the Money Rates section (or successor section) of
The Wall Sireet Journal on the 1st or 25th day (or, in each case, if
such date is not a business day, the next business day) of the prior
calendar month. }.7%e Wall Street Journal ceases publication or
does not publish the Prime Rate on either of those dates, we may
refer to the Prime Rate published in any other newspaper of general
circulation in New York, New York, or we may substitute a similar
reference rate at our sole discretion.

. Notwithstanding the foregoing, the DPR (and corresponding APR)
on all balances will increase to the Default Rate if during the Review
Period (i) payment of your Minimum Amount Due is not credited to
your Account by the Payment Due Date in any two billing periods or
(ii) a payment on your Account is not honored by your bank or
other financial institution. The “Review Period” is the period,
constituting approximately one year, of twelve consecutive billing
periods ending with the Closing Date of the current billing period,
whether or not you received a statement for each such billing period.
If the Default Rate is applied, it will apply to your Account for a
minimum of twelve consecutive billing periods, beginning with the
current billing period. The Default Rate is a DPR which corresponds
to an APR equal to the Prime Rate ptus 21.99%.

verage Daily Balance Method for Calculation

f Finance Charges

Je vise the Average Daily Balance methed to calculate Finance Charges
n your Account. Under this method, we calculate the Finance Charges
n your Account by applying the DPR Lo the Average Daily Balance (as
escribed below) separately for each balance subject to Finance Charges.
ifferent periodic rates may be used for different balances. For example,
ifferent DPRs may be applied to separate balances, such as Purchase,
ash Advance, and Promotional Balances. To get the Average Daily
alance for each balance, we (1) take the beginning balance for each
ay (including unpaid Finance Charges from previous billing periods),
2) add any new transactions, debits, or fees, (3) subtracl any payments
r credits credited as of that day, and (4) make any appropriate adjust-
wents. For each day after the first duy of the billing period, we also
dd an amount of interest equal o the previous day’s datly balunce
wltiplied by the DPR for the balance. This gives us the daily balance
r the particular balance for that day and the beginning balance for
yat balance for the next day: If this balance is negative, it is considered
+be zero. Then, we add up all the daily balances for each balance for
¢ billing period and divide the total by the number of days in the
illing period. This gives us the Average Daily Balance for that balance.

or batances except Cash Advances, the Average Daily Balance for a
Hling period witl be considered to be zero if you paid the New Balance,
any, shown on your previous billing period's staterent by the Payment
ve Date shown on that statement. If you multiply the Average Daily
alance for each balance by the number of days in the billing period

and the DPR for that balance, the result will be the Finance Charge
assessed on that balance, except for variations caused by rounding.
The totat Finance Charge for the billing period is calculated by adding
the Finance Charges assessed ori il balances of the Account. 7his
method of calculating the Average Daily Balance and Finance
Charge results in daily compounding of Finance Charges. We
may use mathematical formulas which produce equivalent resulls to
calculate the Average Daily Balance, Finance Charge, and related
amounts. For example, we may utilize computer programs or other
computational methods that are designed to produce mathematically
equivalent results while using fewer and/or simpler computational
steps than are described in this Agreement.

Atour discretion, we may exclude certain categories of debit transactions
or fees from the calculation of the daily balances. Unless we elect to use
a later date, we add a Charge to the daily balance as follows: We add a
Cash Advince or Purchase to the appropriate daily balance as of the date
of request or the transaction date on the billing statement. We add a
convenience check to the appropriate daily balance as of the date of first
deposit. We add a Balance Transfer other than through a convenience
check to the appropriate daily balance as of the date of the request. We
add periodic Finance Charges to the daily balance as described above.
We add any other Charge to the appropriate daily balance as of the date
of the transaction.

Periodic Finance Charges are added to the outstanding batance at the
end of the billing period for which Finance Charges are calculated. In
any such billing period, we will impose 4 minimum Finance Charge
of $0.50, which will be added to the balance with the highest APR
unless, for our convenience 4and in our sole discretion, we choose to add
it to a balance with a lower APR.

Late Fees

You will be assessed a Late Fee if you fail to pay us at least the
Minimurm Amount Due by the Payment Due-Date shown on each
billing statement. The Late Fee will vary based upon the amount of
your Previous Balance. The Previous Balance that we use to determine
the Late Fee is the Closing balance of your prior statement for which we
did not receive timely payment of the Minimum Amount Due:

Previous Balance Lale Fee
Less than $100 $15
$100 to $1000 $25
Greater than $1000 $30

Other Fees

We may charge the following fees to your Account, subject to applicable
law. Except as otherwise noted, these fees will be added to the

Purchase Balance.

1. Dishonored Paymenis—We may charge a fee of §38 whenever any
check, similar instrument, or electronic payment order that we receive
as payment on yor Account is not honored upon first presentment.
Ifa Card is presented in connection with cashing a check at an

Travel Service Office or other authorized location
and the check is not honored. we may charge a fee of $38. (We will
also add a Charge to the Cash Advance balance of your Account in the
amount of the check that was not honored.)

. Copfes of Staternenis—We may charge 4 fee of §5 for each billing

period for which a copy of a billing statement is requested. We will not

charge this fee for any request for a copy of any of the billing state-
ments for the three billing periods immediately prior to the request.

Account Re-opening Fee—We may charge a re-opening fee of $25 if

your Account is cancelled for any reason and you request reinstatement

and such request is honored.

. Wire Trangfers—We may charge a fee of §15 each time a wire twansfer
from your Account is initiated and authorized.

. Stop Payment Orders~We may charge a fee of $29 each time we

receive a request to slop payment on 4 convenience check deawn on

your Account.

Ouver-limit Fee—We may charge a fee of $29 in each billing period

the New Balance on your statement exceeds vour credit Jine.

. Convenience Check Usage/Balance Trangfer Transaction Fee—
Unless otherwise disclosed in 2 Promotional Offer. we will charge a
transaction fee for each Balance Transfer and each convenience check
drawn on your Account. This fee, a Finance Charge, will be 3% of
the amount of the convenience check or Balance Transfer, with a
minimum of $5 and a maximum of $50. However, no maximum will
apply to the fee for Balance Transfer or convenience checks made
payable to cash or to you, a bank, brokerage or similar asset account.
This fee will be added to the same Puichase or Cash Advance balance
as the convenience check transaction or Balance Transfer.

8. ATH Fee—We will impose 4 fee each time a Gard is used to obtain

cash or any other services from an ATM. This fee will be 3% of the
amount of the cash withdrawn or other services obtained (including
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any additional fee imposed for use of the ATM by its operator), with a

minimum of §5: This fee will be added to the Cash Advance balance.
Suspension/Cancellation
In addition to any of the actions we may take under this Agreement, we
may suspend or cancel your Account privileges at our sole option,
subject to applicable taw, at any time with or without cause and without
giving you notice, including bixt not limited to situations in which (1)
vou ceasc 1o be an Account holder in good standing with respect to any
other Accounts you may have with (2) you are in
default or (3) you are no longer a Gostco mempber. .Any such actiori on
our part will not cancel your obligation to pay us the outstanding
balance, Finance Charges and other charges due on your Account
under the terms of the Agreement ineffect at the time of the
cancellation or suspension of your Account or as subsequently
amended. You agree to pay us all such obligations despite any
suspension or cancelfation of your Account.

Default

We may consider your Account to be in default at any time if you fail to

pay us any amount when it is due, or if you bleach any other promise or
obligation under this Agreement.

Subject to applicable law, we may also consider your Account to be in
default at any time if any statement made by you to us in connection
with this Account or any othier credit program was false or misleading;
i vou breach any promise or obligation under any other agreement
tivat you may have with us orwith any of our affiliates; if we receive
information indicating that you are bankrupt, intend to file bankruptcy,
or are unable to pay your debts as they become due; or we receive
information Jeading us to conclude that you are otherwise not credit-
worthy. In evaluating your creditworthiness, you agree that we may rely
on information contained in consumer reports, and in our discretion
we may consider the amount of debt you are carrying compared to your
resottrces or any other of your credit characteristics, regardless of your
performance on this Account: We may aso consider your Account in
default in the event of your death.

In the event of your default, and subject to any limitations or requirements
of applicable law, we may require payment of a portion of your
outstanding balance greater than the Minimum Amount Due, declare
the entire amount of your obligations to us immediately due and
payable, and/or suspend or cancel your Account and/or any feature that
may be offered in coninection with the Account. You agree to pay all
reasonable costs, including reasonable attorneys’ fees, incurred by us

(1) in connection with the-collection of any amount due on your
Account, whether or not any arbitration, litigation, or similar proceedings
are initiated; and (2) in reasonably protecting ourselves from any loss,
harm, or risk relaling to any default on your Account.

Transactions Made in Foreign Cunienties

1f you incur a Charge in a foreign currency, it will be converted into U.S.
dollars on the date it is processed by us or our agents. Unless a particular
rate is required by applicable law, you authorize us to choose a conversion
rate that is acceptable to us for that date. Currently, the conversion rate
we use for a Charge in a foreign currency is no greater than (a) the
highest official conversion rate published by a government agency,

or (h) the hichest interbank conversion rate identified by us from
customary banking sources, on the conversion dale or the prior business
day, in each instance increased by 2%. This conversion rate may differ
from rates in effect on the date of your Charge. Charges converted

by establishments (such as airlines) witl be bitled at the rates such
establishments use.

Benefits and Services

Subject to applicable law, we have the right to add, modify or delete any
benelit, service, or Feature that may accompany your Account at any
time and without notice to you.

Arbitration

Puurpmse: This Arbitration Provision sets forth the circumstances and
procedures under which Claims (as defined below) may be arbitrated
instead of litigated in court.

Definitions: As used in this Arbitration Provision, the term “Claim™
means any claim, dispute or controversy between you and us arising
from or relating to your Account, this Agreement, the Electronic Funds
“Transfer Services Agreement, and any other related or prior agreement
that you may have had with us, or the relationships resulting from

any of the above agreements ("Agreements"), including the validity,
enforceability or scope of this Atbitration Provision or the Agreements.
For purposes of this Arbitration Provision, “you" and “us” also includes
any corporate parent, or wholly or majority owned subsidiaries,
affiliates. any licensees, predecessors, successors, assigns, any purchaser



any accounts, all agents, employecs directors and representatives

“any of the foregomg, arid other persons referred to below in the
finition of “Claims." “Claim"™includes claims of every kind and
ature, mcludmg but not limited to, initial claims, counterclaims,
..0ss-claims and third-party claims and claims based upon contract,
lort; fraud and other intentional torts, statutes, regulations, common law
and equity. “Claifn” 4lso includes claims by or against any third party
using or providing any product, service or benefit in connection with any
account {including; but not limited to; credit bureaus, third parties who
accepl the Card, thitd parties who use, pmvnde or participale in fee-based
of free benefit programs enrollment services and rewards programs,
“redit insuirance companies, debt collectors and all of their agents,
:mployees, directors and represemauves) if and only.if, such third party
s named as a'cg- partywnh you-oris (or files a Claim with or against
10U or.us) in connection with 2 Claim asserted by you ¢ us against the
sthet. The ferm Claim”is to be given the broadest possible meaning
hat will be enforced and-includes, by way of example and without
imitation, any claim, , dispute of controversy that arises from or relates
0.(a). any of the-accounts created under any of the Agreements, or any
alances on anysich-accounts, (b) advertisements, promotions or oral
rwritten'statements relaled to-anysuch accounts, goods or services
inanced urider any-of.the accounts of the terms of financing, (c) the
enefits and services related to Cardmembership (including fee-based or
rée benefit progras, enrollment sexvices and rewards programs), and
d)-your applicatiori for any account We'shall not efect to use arbitration
inder the Atbitration Provision for any Claim that you properly fife and
urste’in a.small claims court of your state of municipality so long as
2e Claim is Indlvndual and pendmg only in that court;

sitiation of Arbztmhon Proceedmg/Selectzon of Administrator: Any
laim shall be resolved, upon:thé election by you or us, by arbitration
ursuant to.this Arbitration Provision and the code of procedures of the
ational arhitration ‘ganization to which the Claim is referred in effect
1 the time the Clairn is filed. Claimis shall be referred to either the
ational Arbl!ratlon Forum (“NAE"), JAMS, or the American Arbitration
ﬁocnallon (“RAR"), 28 selected by the party electing to use arbitration.
"4 selection by us; of: one of these organlzauons is unacceptable to you,
»u shall have the right within 30 days after you receive notice of our
ection to select either of the other orgariizations listed to serve as arbi-
ation administrator, For 2 copy of the procedures, to file a Claim or for
her information about thése.organizations, contact them as fotlows:
“The NAF at PO: Box 50191, aneapolls MN'55404;

“website atwww.apbitration-forum.corh.

JAMS at 1920 Main Streel, Suité 300, Los Angeles, CA 92614;

-website: www.jamsadricom.. - ’

-AAA al335 Madison Avenise, NewYork NY 10017;

Websne www.adk.org,

snificance of Arbisration. TF ARBITRATION IS CHOSEN BY ANY PARTY
ITHRESPECT.TO A CLAIM, NEITHER YOU NOR WE WILL HAVE THE
‘GHTTO LITIGATE THAT CLAIM IN COURT OR HAVE A JURY TRIAL

\ THAT-CLAIM; OR TO HAVE THEIR CLAIMS RESOLVED EXCEPT AS
ROVIDED FOR IN.THE CODE OF PROCEDURES OF THE NAE, JAMS OR
A, AS APPLICABLE (THE “CODE”™). FURTHER, YOU AND WE WILL

)T HAVE THE RIGHT-TO PART[CIPATE IN A REPRESENTATIVE
PACITY OR AS AMEMBER OF ANY CLASS OF CLAIMANTS PERTAINING
) ANY CLAIM SUBJECT TO ARBITRATION. EXCEPT AS SET FORTH
'LOW, THE ARBITRATOR'S DECISION WILL BE FINAL AND BINDING.
JTE THAT OTHER RIGHTS THAT YOU OR WE WOULD HAVE IF YOU
INT TO COURT ALSO MAY NOT BE AVAILABLE IN ARBITRATION.

sirictions on Arbitration: 1f either parly elects to resolve a Claim by
Jitration, that Claim shiall be arbitrated on an individual basis. 7here
w4l be no right or authority for any Claims lo be arbitrated on a
155 action basis or on bases involving Claims brought in a
rporied representative capacity on bebalf of the general publi,

er Cardrmembers or olber persons similarly situated. The arbitrator's
thority to resolve Gtaims is limited to Claims between you and us

me, and the arbitrator's authority to make awards is limited to awards
you and us alone. Furthermore, Claims brought by you against us, or
us against you, may not be joined or consolidated in arbitration with
iims brought by or against someone other than you, unless agreed to
writing by.all parties.

vtration Procedures: This Arbitration Provision is made pursuant to
-ansaction involving interstate commerce, and shall be governed by
Federal Arbitration Act, 9 U.S.C. Sections 1-16, as it may be amended
e “FAA"). The arbitration shall be governed by the applicable Code,
ept that (lo the extent enforceable under the FAA) this Arbitration
wision shalt control if it is inconsislent with the applicable Code. The
itrator shall apply applicable substantive law consistent with the FAA
| applicable statutes of limitations arid shall honor claims of privilege
sgnized at law and, at the timely request of either party, shall provide
“Jef wrilten explanation of the basis for the decision. The arbitration
ceeding shall not be governed by any Federal or state rules of civil

procedure o rules of evidence. Either party may submit a request to the
arbitrator 1o expand the scope of discovery under the applicable Code.
The party submiting such a request must provide a copy to the other
party, who may submit objections to the arbitrator with  copy of the
objections provided to the requesting party, within fifteen (15) days of
recejving the requesting party’s notice. The granting or denial of such a
request will be in the sole discretion of the arbitrator, who shall notify the
parties of his/her decision within twenty (20) days of the objecting party's
submission. The arbitrator shall take reasonable steps to preserve the
privacy of individuals, and of business matters. Judgment upon the award
rendered by the arbitrator may be entered in any court having jurisdiction.
The arbitrator’s decision will be final and binding, except for any right of
appeal provided by the FAA. However, any party can appeal that award to a
three-arbitrator panel administered by the same arbitration organization,
which shall consider anew any aspect of the initial award objected to by
the appealing party. The appealing party shall have thirty (30) days from
the date of entry of the written arbitration award to notify the arbitration
organization that it is exercising the right of appeal. The appeal shall be
filed with the arbitration organization in the form of 2 dated writing, The
arbitration organization will then notify the other party that the award
has been appealed. The abitration organization will appoint a three-
arbitrator pane that will conduct an arbitration pursuant to its Code and
issue its decision within one hundred and twenty (120) days of the date of
the appellant’s wrilten notice. The decision of the panel shall be by
majority vote and shall be final and binding,

Location of Arbitration/Paymend of Fees: Any arbitration hearing that
you attend shall take place in the federal judicial district of your residence.
You will be responsible for paying your share, if any, of the arbitration fees
(including filing, administrative, hearing and/or other fees) provided by
the Code, to the extent that such fees do not exceed the amount of the filing
feees you would have incurred if the Claim had been brought in the state

or federal court closest to your billing address that would have jurisdiction
over the Claim. We will be responsible for paying the remainder of any
arbilratiori fees. At your writien request, we will consider in good faith
making a temporary advance of all or part of your share of the arbitration
fees for any Claim you initiate as to which-you or we seek arbitration. You

~will not be assessed any arbitration fees in excess of your share if you do

not prevail in any arbitration with us.

Continuation: This Arbitration Provision shall survive termination of
your accounts as well as voluntary payment of the Account balance in
full by you, any legal proceeding by you or us to collect a debt owed by
the other, any bankruptcy by you or us, and any sale by us of your
Account (and in the case of sale, its lerms shail apply to the buyer of
any of your Account). If any portion of this Arbitration-Provision is
deemed invalid or unenforceable under any principle or provision of
law or equity, it shall not invalidate the remaining portions of this
Arbitration Provision or the Agreemnent, each of which shall be
enforceable regardless of such invalidity.

Waiver

Our failure to exercise any of our rights under this Agreement, our delay
in enforcing any of our righis, or our waiver of our rights on any occasion,
shall not constitute @ waiver of such rights on any other occasion.

Consumer Reports

You authorize us to request consumer reports about you, to make
whatever credil investigations we deem appropriale, to obtain and
exchange any information we may receive from consumer reports and
other sources, and to use such information for any purposes, subject
to applicable Jaw.

You authorize us to fumish information concerning your Account to
consumer reporting agencies, or others, subject to applicable law. If you
believe information we have furnished about your Account to a consumer
reporling agency is inaccurate, you should write to us at:.

~ Credit Bureau Unit, PO. Box 7871, Ft. Lauderdale, I'L33329 7871
and identify the specific information you believe is inaccurate.

You are hereby notified that information about your Account that may
have a negative imipact on your credit record may be submitted to a credit
reporting agency if you fail to fulfill the terms of your credit obligations.

Telephone Monitoring/Recording

You agree that from time to time we may menitor and/or record telephone
calls between you or Additional Cardmembers and us to assure the quality
of our customer service or as required by applicable law,

Use of Card at Federal Government Agencies

has entered into contracts that enable the Card to
be accepted al certain federal government agencies and departments
(“Agencies”). As with Card transactions at commercial establishments,
when you choose to use your Card at an Agency, certain Chiarge infor-
mation is necessarily collected by us. Charge information from Card
transactions at Agencies may be used for processing Charges and payments,
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billing and collections activities and may be aggregated for reporting,
analysis and marketing activities. Additional “routine uses” of Charge
information by Agencies are published periodically in the Federal Register.

Notices

Any notice given by us shall be deemed given when deposited in the U.S.
mail, postage prepaid, addressed to you at the latest Billing Address
shown on our records.

Changing this Agreement/Assignment of this Agreement
We may change the terms of or add new terms to this Agreement at any
lime, in accordance with applicable law. We may apply any changed

or new terms to any then-existing balances on your Account as well as
to future balances. We may also sell, transfer or assign this Agreement
and the Account at any time wnlhout notice to you. You may not sell,
assign or transfer your Account or any of your obligations under

this Agreement.

Assignment of Claims

In the event you dispute a Charge and we credit your Account for all o
part of such disputed Charge, we automatically succeed to, and you are
automatically deemed to assign and transfer to us, any rights and claims
(excluding tort claims) that you have, had or may have against any
third party for an amount equal to the amount we credited to your Account.
After we make such credit, you agree that without our consent you will
not pursue any claim against or reimbursement from such third party

for the amount that we credited to your Account, and that you will

cooperate with us if we decide to pursue the third party for the
amount credited.

Applicable Law

This Agreement and your Account, and all questions about their legality,
enforceability and interpretation, are governed by the laws of the State
of Utah (without regard to internal principles of conflicts of law), and by
applicable federa! law. We are located in Utah, hold your Account in
Utah, and entered into this Agreement with you in Utah,

., FSB

TO. -CARDMEMBERS IN THE
UNITED STATES AND ITS TERRITORIES.

YOUR BILLING RIGHTS—KEEP THIS NOTICE FOR FUTURE USE.

This notice contains important information about your rights and our
responsibilities under the “Fair Credit Billing Act.”

Notify Us in Case of Errors or Questions About Your
Account Statement

If you think your statement is wrong or if you need more information
about a transaction on your statement, write us on 2 separate sheet of
paper at the address for billing inquiries listed on your statement.
Write to us as soon as possible. We must hear from you no later than
60 days after we sent you the first statement on which the error or
problem appeared. You can also telephone us, but doing so will not
preserve your rights,

Inyour letter, give us the following information:

* Your name and Accourit number.

* The doliar amount of the suspected error.

* Describe the error and explain, if you can, why you believe there is an
error. 1f you need more information, describe the itern you are not
sure about.

1f you have authorized us to pay your Account statement automatically

[rom your savings, checking or other account, you can stop the payment

on any amount you think is wrong. To stop the payment, your letter

must reach us three business days before the automatic payment is
scheduled to occur.

Your Rights and Our Responsibilities After We Receive
Your Written Notice

We must acknowledge your letter within thirty (30) days, unless we have
corrected the error by then. Within ninety (90) days, we must either
correct the error or explain why we believe the statement was correct,

After we receive your letter, we cannot try to collect any amount you
question, or report you as delinquent. We can continue to bill you for the
amount you question, including Finance Charges, and we can apply any
unpaid amount against your credit line. You do not have to pay any
questioned amount while we are investigating, but you arestill obligated
to pay the parts of your statement that are not in question.

I we find that we made a mistake on your stateinent, you will not have
lo pay any Finance Charges relaled io any questioned amount, If we did
not make a mistake, you may have to pay Finance Charges, and you will
have 1o make up any missed payments on the questioned amounts. In
either case, we will send you a statement of the amount you owe and the
dale that it is due.



you fall 0 pay the amount that we think you owe, we may report you
; delinquent, However, If our explanation does not satisfy you and you
rité to usvithin ten (10) days telllng us that you st refuse to pay, we
wst tell anyone we-report you to that you ‘have a question about your
ualemenl ﬁnd e st lellyou the mame of anyone we reporled you to.

worlhy'cuslo'mers, and !halcmdll mponlng agencues malntain separate
redit histories aiveach individual upoin request. The Ohio Civil Rights
Bommnsslon admiriisters compliance with thls law.
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ONCE YOU ENROLL AN PAY.BY COMP PUTER, PAY BY PHONE
OR ANY OTHER . .- ELECTRONIC FUNDS
I'RANSFER SERVICR (HEREA!-TER THE “PROGRAM™), YOU
WILL BE- ‘iUBJBC'l' T0 THIS BLECTRONIC FUNDS TRANSFER
AGREEMBNT {(THE kil REBMBNT‘ ).

Scopa of Agreem
This EF[‘Agneeme COVErS your partlcnpauon in the Program. In this
EFT Agreemént, The swords “you" and “your" refer to the Basic
{ardrember and.dlso Include alt Additional Cardmenmbers who have
=nrolled in lhe ogram. The wards “we," “our” and “us" refer to

: “*Travel Relaled Services Company, Inc. The words “your
" - Accouils”. referto.your card account governed by your
..ardmemberAgmemenl ("Card Account”) or any other - ©

- Accounts.thit we pémmit yoit to enroll in the Program. The words
‘yaur ‘Bank Accotint” refer to-the dcccunt held by a bank, securities firm
ot other financtal ‘institution from which payment will be made when
you make tratisactions under the Program. The words “your bank”
mean the bank, secusities firm o other financial institution that holds
your Bank Accéunt, The words “other options” refer to electronic
payment trapsfer options and/or other cash access that American Express
may make available from time to Umé, Including the oplion to pay your
Account bill electronically using a computer, phane or ofher device.
Yoiir Account Is poverned by the Cardmember Agreement that is attached
1o this EFT Agreement. That agreemem and the capitalized terms in ft
also apply here.
Payment for Cash Transacnons
Each lime.you initiate a transaction under the Program, you instruct
and authorize us or our-agent lo draw a check or initiate an aulomaed
“learing house ("ACH") debit in your narne on your Bank Account,
payable to s or to our agent, In the amount of the transaction. The
amount of the Iransactian is the amouni of the Account bill you paid or
sther funds transfer you authorized, plus any applicable fees or charges.
We may charge 4 fee of $38 for each check or AGH debit drawn by us o
aur agent in connection with the Program thal is not honored upon first
presentiment, subject lo applicable law, Your bank may also assess its
sustomary charge for such items, if any.

Dishonored Requests for Payments

If any check or ACH debit drawn by us or our agent In connection with
the Progiam is nothonored by your bank, we have the right to charge
the amount of any such transaction, and the dishonored payment fee
referred 0 above, to.the Card Account or to callect the amaunt from you.
If this happens, we may cancel your right to participate int the Program.
For certain Bank Accounts, you may have a separate agreement with us
or with a participating bank, securities firrn, or othet financial institution
that allows 2 line of credit to be accessed fn the event that your Bank
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Account contains insufficient funds to make pagment to, us. You should
refe to the appropriate agreement relating to that line of credit for the
terms and conditions that govern its use.

Liability for Unauthorized Transactions and Advnsalnllty
of Prompt Reporting

You must tell us AT ONCE if you belleve a transuction under the Program
has been made without your authorization. Telephoning is the best way

_of minimizing possible losses. 1f a transaclion was unauthorized, and
within two days after you leam about it you notify us that the transaction

was unauthorized, we will not hold you llable for thal transaction. In.any
evenl, even If you fail to notify s, your liability for any unauthorized
trangaction or serles of relaied unauthorized transactions shall not
exceed §50. If you believe that someone has teansferred ot may transfer

.. money from your Bank Account without permission, call:1-800-528-4800
: (wllhm US)orl 336~333 3211 (OUISlde U S.) anytime, or wrile:

. Phoenix, Atizona

Our Liability for Improper Transactions or Payments

" i a transaction is not-completed a5 youhave directed or if we do fiot

complete a transfer to or from your Bank Account on tire in the correct
amount, we will research and correct it a5 necessary, once you advise us.

" We will also reimburse you for your actual losses or damages, if any,

caused by our error, However, there are some exceptions, We will not be
liable to you in the following msl.mcﬁ

o if, through.no fault of ours, your Bank Account does not or did not

contaln énough money to complete the transactjon or the iransfer
-~ would exceed an established credit limit;
if the funds in your Bank Account are.or were at the tmie of the -
attempted transaction subject to legal process or other encumbrance.
restricting the iransaction;
if circumnstances beyond our control {such as fire or flood) prevent o
prevented the transaction, despite reasoriable precautions that we haye
" laken;

-if a technical matfunction known to you prevenled the lransacuon,
or any other exceptions stated in this EFT Agreement. .
Business Day
For purposes of this EFT Agreement, our business days are Monday
lhrough Friday. Holidays are not included.

Arbitration
The Card Account is governed by the Cardinember Agreement contained

- herein. The Arbitration provision contained within that agreement

applies to this EFT Agreernenl. Please refer to that provision as you réad
this EFT Agreement, ’

Privacy

* Electronic funds transfers you iniliate pursuant to this EFT Agreemiént

= Privacy Policy, a copy of which was
s 5 Card, To view our

are covered by the,
given to you fogether win your ==
Privacy Policy online, please visit - -
How to ContactUs )
1 {or any reason you wish to contact us about the Program, about your
participation in the Program, or aboul transactions relating to the
Program, write or call us as follows:

Addm
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In Cﬂse of Errors or Questions About Your Transactions
Wiite or call us at the number or address given above as soon as you can
if you think your statement o receipt is wrong or if you need more
information about 4 transaction listed on your statement or veceipt. We
musl hear from you.no fater than 60 days after we sent you the FIRST'
statement on which the problem or error appeared.

1. ‘fell us your name and Account numbgr.

2. Describe the error or the transaction you are unsure about, and
explain as clearly as you can why you believe it is an ervor or why you
need more information.

3. Tell us the dollar amount of the suspected error.

If you tell us orally, we may require that you send s your complatnt

or question in writing within 10 business days* from the date you

notified us.

We will tell you the results of our investigation within 10 business days*

after we hear from you and we will correct any error promptly. Il we need

more lime, however, we may take up to 45 calendar days to invesligate
your complaint or question. If we decide to do this we will assure that
your bank recredits your Bank Account within 10 business days* for the
amount you think is In error, so that you will have the use of the money
during the tme iL.takes us to complete our investigation. If we ask you to
put your complaint or question n writing and we do not receive it within

10 business days* following your oral notification, we may not recredit

your Bank Account.

IF notification of an error is received within 30 calendar days after your
Bank Account is opened, we will have 20 business days to provide you
with the results of our investigation and correct any ermor, and 90 days to
complete the Investigation.

1f we determine that there was no error, we will send you a wrillen
explanation within tliree business days after we finish our investigation.
Upon your request we will provide you with coples of the docuiments that
we used in our investigation, If we have provisionally recredited your
Bank Account during the investigation and determine that there was no
error, we will notify you of the date on which we will redebit your Bank
Account, and the amount to be debited. You should make certain that
your Bank Account contains sufficient funds to cover this debit. 1f it does
not, we have the right Lo charge such amount to the Accourit or o collect
the amount from you. If this happens, we may cancel your right to
participate in the Program,

Termination :
Ve, or any bank or finanicial institution participating in the Program,-
may add to or remove from the Program any or all ATMs or extend or
limit the services provided at any location without notifying you
beforehand. In addition, we may discontinue the Program at-any time.
Your right to participate In the Program will be terminated or suspended
If the Card Account is cancélled or suspended, if you cancel the
authorization you have given ypur bank 1o directly charge checks to your
Bank Account, if the Bank Account fromi which payment will be made

“when you make transactions under the Program is closed to withdrawal

transactions by us or our agents, if your participatiori in the Program is
inactive for 18 conseculive months or more, o if the Cald Account is no

. longer in good standing. .

In addition to the foregoing, we may revoke your right to participate in
the Program, at any time, -4t our sole discretion, with or without cause,
subject o applicable aw. If we do so, we will send you written notlce, but
we-may not send you the notice unu! after the revocation. We also have
the right to deny authorization for any requested transaction, at any

. time, al our sole discretion, with or without cavse, and without giving

you notice, subject to applicable law. You may terminate your -
participation in the Prageam but you st do so by writing to us at the
address disclosed in the Sectlon of this EFT Agreemenl entitled “HOW TO
"CONTACT US."
Prior Agreements and Assignments
“This EFT Agreemeni supercedes all prior.agreements you may have with .
us relating to the Program. We have the right to assign this EFT
‘Agreement to a subsidiaty or afliliate company at any time,

: 7 TRAVEL RELATED SERVICES COMPANY, INC.

. President, Consumer Cardmember Since 1984
Note for Massachusens Residents - -
General Disclosure Statement. Any documentation provided to you
which indicates that an electronic funds transfer was made shall be

. admissible as evidence of such transfer and shall constitule prima facie

proof that such ransfer was méde.

The initiation by you of certain electronic funds transfers from your Bank
Account will, except as otherwise provided in this EFT Agreement,
elfectively eliminae your ability o stop payment of the transfer.

UNLESS OTHERWISE PROVIDED IN THIS EFT AGREEMENT, YOU MAY
NOT STOP PAYMENT OF ELECTRONIC FUNDS TRANSFERS;
THEREFORE, YOU SHOULD NOT EMPLOY ELECTRONIC ACCESS FOR
PURCHASES OR SERVICES UNLESS YOU ARE SATISFIED THAT YOU
WILL NOT NEED TO STOP PAYMENT.

Disclosure of Account Information to Third Parties. if you
pive us your wrltten author{zation o disclose information about you,
your Account or the transactions that you make to any person, that
authorization shall automatically expire 45 days afier we receive it.
Optional Limit on Obtaining Cash. You have the option lo request
that we |Imit the total amount of cash that you may obtaln from ATMs in
asingle day to $50. If you elect this option we will take all reasonable
steps to comply will your request.

“For Massachuselts residents: 10 calendar days instead of business days.




Your account is lssued by

MESSAGES FROM VISA PLATINUM :
YOUR ACCOUNT is PAST DUE Please pay the minimum payment Fsted above lmmecf atety or caﬂ us at

S et

ACCOUNT NUMBER

BALANCE AS PAYMENT MINIMUM
OF 02/11/04 DUE DATE PAYMENT AMOUNT ENCLOSED
$2,756.85 | | MAR. 09, 2004 $120.00 $
D Indicate change of address on back VISA PLATINUM Make Chacks Payable to

. PROCESSING SVCS.

Natlonal Bank Tllton, NH

Please be sure
«this address appears
in the window.
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"DETACHHERE

Date

Description

TINOM mAﬁéAéﬁdnst 1

THE BLACKHOI 'F_EINN WARRENTON VA

| 01-10°
101411 -
- fo1-11
“1o1:16 { B
01-1§ )
01-17 GIANT FOOD INC #117 BALTIMORE MD
0117 EXXONMOBILE3 04700985 BALTIMOR . MD
01-18 ‘Bi : '
01-21
01:23
02-01
02-04
0208
ACCOUNT SUMMARY
Previous Balance
- Credits
- ‘Payments S ;
Purchases e 03109104
+ & Other Charges o
+ Cash Advances $5, 000 00
+ FINANCE CHARGE: . $2,243.15
= NEW BALANCE _ 1l for Cash Advances as of Statement Date $, 500 00
DH‘._nidu‘.':’ CAT EcOR’a’- h “Annaal - Da.., Tinance Giace
" Percentage Periodic Charges Terms
Rate - Rate- » _
$Standard Purchase 9.99% 0274% $22.05 Term A
Standard Cash 19.99% 0548% $.00 Term B
Balance Tran/Promo: Offer » 0.00% .0000% $.00 Term B
ANNUAL PERCENTAGE RATE this billing cycle:  9.99%
For 24-hour Automated Account Information, call ¢ ~ - -7~ or visit us at www. w.com.




R6012-GRAC-1203

)

Payments received at the address on the payment coupon by 1:00 P.M. Monday through Friday (except legal holidays) will be credited to your account as of the date received,
Your payment must be by check or money order drawn on a U.S. bank in U.S. dollars, and must be received with the payment coupon in the enclosed return envelope. If we
accept a payment in any other manner, crediting may be delayed up to 5 days. Please see your Account Agreement for information about Overlimit and Late Payment Fees.

Address

City

Home Phone

E-mail (optional)

Change your contact ififormation? Enter below or at www

Apt. No.

State Zip

Work Phone

Please use black or blue ink

¥ Detach here and return above portion with your remittance. Please retain lower portion. ¥

BILLING RIGHTS SUMMARY
IN CASE OF ERRORS OR QUESTIONS ABOUT YOUR BILL
If ﬁou think your bill is wrong,I o if you need more information about a transaction on your

bill, write us as soon as possible on a separate sheet at:
- BILLING DISPUTES, & - Pleasanton, CA 94566-9016.

We must hear from you no later than 60 days after we sent you the first bill in which the
error or problem appeared. You can telephone us, but doing so will not preserve your rights.

In your letter, give us the following information: * Your name and account number, * The dolfar
amount of the suspected eror, - Desaribe the error and explain, if you can, why you believe
there s an error. If you need more information, describe the item you are not sure about,

You do not have to pay any amount in question while we are investigating, but you are still
obligated to pay the parts of your bill that are not in question. While we investigate your ques-
tion, we cannot report you as delinquent or take any action to collect the amount youi question.

] SPECIAL RULE FOR CREDIT CARD PURCHASES

Ifyou have a problem with the ualit% of goods or services that you purchased with a credit
card, and you have tried in good faith to correct the problem with the merchant, you may
not have to pay the remaining amount due on the goods or services. You have this protec-
tion only when the purchase rrice was more than $50 and the purchase was made in your
home state or within 100 miles of your mailing address. (If we own or operate the mer-
chant, or if we mailed you the advertisement for the property or services, all purchases are
covered regardless of amount or location of purchase.)

For questions or concerns, call the Customer Service number
on your statement, write to i -0 4 Dallas,
TX 75266-0509, or visit us at www. . -

For TTY/TDD (Telecommunication for Deaf and Disabled persons) custonters only, please
alt:™~ o

New York residents may contact the New York State Banking Department at
1-800-518-8866 to obtain a comparative listing of credit card rates, fees, and grace periods.

Notice required by law: If you fail to fulfill the terms of your credit obligation, a negative
credit report reflecting on your credit record may be submitted to a credit reporting agency.
In order to dispute any information we are reporting about your account, you must write to
usat.” - - ", Adington, TX 76096-9607.

AUCHORIZATION AGREEMENT FOR DIRECT PAYMENT & CHECK TRUNCATION
You may call to ask us to pay this Account by debiting your checking account. We will first
verify your identity and eligibility for this service. You may revoke your authorization by call-
ing the Customer Service number, or writing to : DI iy Dallas, TX
75266-9581. Receipt of your check(s) will constitute your authcrization for us, at our option,
to initiate an Automated Clearinghouse ("ACH") debit entry to your checking account for the
amount of the check, as an alternative to the paper-based check clearing system. If an ACH
debit from your Account is returned or otherwise cannot be processed, we may present an
image or a paper draft as a replacement for your original check.

00 "9D3H SHONHIAOD JO QUvOd IAYISIH TvHIa3d.

BALANCE INFORMATION FOR CREDIT CARD ACCOUNTS
Your Account has various Balance types, which are explained in your Account Agreement. This
billing statement shows all Balance types in which you had an outstanding balance as of the
Statement Date. Finance Charges begin to accrue on a debit when itis induded in the daily
balance of the applicable Batance type and continue until that debit is paid. Any Balance type
designated as "Term A" has a grace period of at feast 25 days for new transactions. To avoid
finance charges on new transactions for Term A balances in the next billing cycle, pay the
entire New Balance shown on this billing statement by the Payment Due Date; otherwise,
you will be assessed finance charges on these transactions starting from the date the transac-
tions were made. There is no grace period for any Balance type designated as "Term B."
Finance charges are added to the applicable Balance types each day and are then posted on
the last day of the billing cycle. Fees are included in the Standard Purchase Balance {except
for Cash Advance fees, which are included in the Standard Cash Balance) as of the date post-
ed. Payments wifl be applied in accordance with the terms of your Account Agreement.

Average Daily Balances (including new transactions): To figure the daily finance
charge for each Balance type, we start with your previous day's balance, add all debits and
subtract all credits for the current day and multiply the net amount by the applicable daily
periodic rate. The finance charge for each Balance type is then added to and included in that
day's balance. We treat a credit balance for any day as zero. We determine the total finance
charges on balances for the billing cycle by adding together the finance charge for each
Balance type for each day within the billing cycle.

Your billing statement shows the average daily balance for each Balance type. You can multi-
ply each average daily balance that is not zero by the number of days in the billing cycle, and
then by periodic rate, fo obtain subtotals; and then add the subtotals together to determitie
your total finance charges on halances for the billing cycle. If a cash advance fee, balance
transfer fee, or other special fee is charged, that amount may also be listed as a finance charge.

If the Two-Cycle Average Daily Balance (including new transactions) method applies
to %'our Account and if you did not pay the New Balance from your previous biIIing statement
in full: In addition to the finance charges calculated for the current bitfing cycle (described
above), you may be charged finance charges on transactions from the previous bilting cycle
for which you were provisionally granted a grace period. The front of your statement will
show the amount of any previous-cycle finance charges being assessed, as well as the rates
and balances on which they were calculated. When calculating the daily balances for the
previous billing cycle, the “previous day's daily balance" for the first day of the previous
billing period is considered to be zero.

Your periodic rates and APRs mazr vary, either with changes in the Prime Rate (for rates
marked with an asterisk on the front); or as provided in your Account Agreement, in the
event of certain Account defaults, for example if your payments are late.

IMPORTANT INFORMATION
If an annual or monthly account fee is billed on this statement you may avoid paying the fee
by closing the account within 30 days from the date your statement was mailed. To close
your account please call the Customer Service number on your statement. You may continue
using your account up to the date you tell us to close your account.
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Preliminary Cognitive Interviews:
Baltimore, (August 2006)




Solicitation Letters and Solicitation and Application
Disclosures (“Schumer Boxes”) Used in
Baltimore Interviews

Contents:

e Solicitation Letter Sample A (front and back)
e Schumer Box Sample A (front and back)
e Solicitation Letter Sample B (front and back)

Note: Each interview participant was either given Letter Sample A and
Schumer Box Sample A together, or Letter Sample B (which includes a
Schumer Box on the back).



Fixed Introductory APR
O / O for balance transfer .

You'’re Inv:ted to Apply

Dear

If your “To Do” list is ‘out of control, maybe it’s time to simplify vour finances. You've been a valued

customer, and we’d like to say thanks by offering you a Visa® Platinum Card with a 0% fixed

introductory APR until July 2007,

Justgote .-, - . _.Aand enter your personal secure code:* or call us at

You’re inviied to apply and there’s no annual fee. Plus, your new card includes:

v 0% fixed introductory APR for v Overdraft Protection® — Use your card as ODP
balance transfers (not cash advances) until on your . checking account
July 2007 ./ Total Security Protection® package — {8 &mr

v No Annual Fee - zero liability for unauthorized card transactions that

v Credit Line up to $25,000 are reported prompthy?, fraud monitoring, and

privacy features

Reply by August 14, 2008 to accept this great introductory rate offer. Put it on your “To Do” list and call or go online today!

Please remember that in order to keep your low introductory APR you must keep your account open, continue to make all
payments on time, and stay within your credit limit. Otherwise, you will lose your introductory offer. Also, know that all
payments are applied to the lowest APR first. With this offer, there are NO balance transfer fees with your introductory
transfers. Once your low introductory APR expires, yoU’ll receive a variable APR for purchases and balance transfers, currently
as low as 11.74%. Reply by August 14, 2006 to accept this offer. Your new Platinum Card is waiting for You!

Sincerely,

Senior Vice President

P.8. Get an instant response in as little as 10 seconds. Log on to our secure website at : . and enter

your personal secure code:» « If you’d prefer, call “ ~ © 77 orreturn the attauxcd “certificate by
August 14, 2006 to accept tins vier.

'We have the right to change your terms, rates and fees at any time, for any reason, in accordance with the cardholder
agreement and applicable law. Please see the enclosed insert for important information concerning this offer.

2All standard cash advance fees and finance charges are imposed whenever an overdraft protection advance takes place. Please see the
Terms and Conditions on the enclosed insert for more information about Overdraft Protection. !

*Claims may be filed against posted and settled transactions subject to dollar limits and verifications, and must be reported within 60 days of
the statement. A'l'ag%%f%g

Detach hers and mail back the bottom halt. ITA-POX-1NO-0606

visa:s: | Acceptance Certificate

m‘smmm

Initial Credit: up to $25,000

Reply by: August 14, 2006
e AUTO*SCH 5-DIGIT 20813 ) o
A7869649827  COA-V70 Phone: * ; ‘
CNO0B606-008-709-659 Web:

O 10 OO IO ot O 1 O ot O O B

To help process your request without delay, please provide complete account information with your signature above.

e CNOB06-008-709-659 A7869649827



IPP-1NO-0606

- Visa® Platinum comes with
everything you expect in a premium credit card:

Great ¢ Great Low Introductory Rate

Savings * No Annual Fee
* No Balance Transfer Fee

¢ Zero Liability for unauthorized card transactions that are reported promptly*

Platinum
Services » Verified by Visa for secure online shopping using a personal password.

* Free Extra Cards for members of your family.

* Full Platinum Benefits, including Emergency Card Replacement, Travel and
Emergency Assistance Services, Rental Car Insurance, Fraud Protection and

much more**

» Worldwide Acceptance, use your Visa card everywhere Visa credit cards are accepted.

¢ Instant Cash Around the Globe at Over 800,000 ATM Locations.

* Claims may be filed against posted and settled transactions subject to dollar limits and
verification, and must be reported within 60 days of the statement.

** Certain conditions and exclusions apply to the above features. Details will be provided
when you become a cardmember.

Hel pful * Shred statements, receipts and bills before you throw them away.
Hints * Be discreet when providing confidential data in a public setting.
* Always take your ATM receipts with you.
* Never give account numbers or personal information over the phone to unknown callers.

w - me= - - - - e Don't carry your birth certificate or Social Security-card-in your wallet orpurse.

* Get more helpful information on how to guard against identity theft with Visa's Protect

Your Identity guide.

To request your ¢ NMENNEBNEEN Visa® Platinum Card:

Mail Your Call
Acceptance Certificate : 2T number printed on
front of the letter
Mini Card, U.S. Pat. 6,471,127B2
Credit subject to approval.
Credit cards issued by I . (USA).

©200€

@ Recycled Paper




IMPORTANT DISCLOSURES
Important Information About Your

IAT-R-8-0606

Credit Card Account

Annual Percentage Rate | o o

(APR) for Purchases avariable APR, currently either r11. 74/ ‘14—7 4% or 16 74%

Other APRs Non-Check Balance Transfers: 0.0% fixed introductory rate until your statement
closing date in July 2007; thereafter, a variable APR, currently either 11.74%, 14.74%
or 16.74%.
Cash Advances and Convenience Checks: A variable APR, currently 23.74%.
Penalty APR: A variable APR, currently up to31.74%.

Variable Rate All APRs (other than your introductory APRs) may vary. They are determined

Information by adding the following margins to the Prime Rate: 3.99%, 6.99% or 8.99% for
Purchases and Non-Check Balance Transfers; 15.99% for Cash Advances and

. Convenience Checks; and up to 23.99% for Penalty APRs.

Balance Calculation Average Daily Balance (including new purchases)

Method for Purchases

Annual Fee None

Grace Period for At least 20 days from the statement Billing Date.(provided you fully paid your

Purchases New Balance from the previous statement by its Payment Due Date)

Minimum Finance $1.50 (unless purchase Average Daily Balance is zero)

‘Charge for Purchases

Late Payment Fees: Based on Account balance on the fee assessment date — $15 for balances less than
or equal to $100, $29 for balances $100.01 to $250, $39 for balances greater than $250. Over the Credit
Limit Fee: Based on the highest Account balance during the Billing Cycle - $15 for balances less than or
equal to $500, $29 for balances $500.01 to $1000, $39 for balances greater than $1000. Cash Advance and
Balance Transfer Fees (including Overdraft Protection advances): 3% of each advance (mm $10).
International Transaction Fee: 3% of each foreign transaction.

Changes to the terms of your Account may be
based upon information in your credit report that
changes your credit rating, competitive or
market-related factors, and your performance
with

We apply payments to low APR balances before
higher APR balances, which means your finance
charges will increase if you miake transactions
that are subject to higher APRs.

If at any time during any rolling consecutive
twelve billing cycle period we do not receive two
Minimum Payments by your payment due date or
you exceed your credit limit twice, we may elect
to automatically increase any and all of your
standard APRs to the Penalty APRs. Your Penalty
APRs on all existing and future unpaid balances
will automatically revert to the standard APRs
disclosed above if you make six consecutive
minimum payments when due and you do not
exceed your credit limit within that same time period.

The Prime Rate.used in the APR calculations
associated with your Account is determined on
the last day of each month by taking the highest
Prime Rate published in the Money Rates section
of The Wall Street Journal in effect within the prior
three months (the “Index Date(s)”). All Prime
Rate changes will take effect on the first day of
your billing cycle that ends in the calendar month
following the Index Date. All disclosed variable
rates are based on the Prime Rate of 7.75% in
effect on May 1, 2006.

The information listed above is correct as of
May 1, 2006 and is subject to change at any time
without prior notice. To receive the most recent

information, please write to .
Phoenlx A7 85072-3137.

By applying for a credit card with (USA) (“We,”

“Us,” or “Our™), you agree to the foliowing:

(1) You authorize us to obtain credit reports in connection with (a)
your request for and our issuance of an account; (b) the collection,
review or renewal of your account; and (c) any change to your credit
limit or terms of your account. We may report our credit experience
with you to others.

(2) Youare a U.S. Citizen or a permanent resident of the U.S.

(3) You will receive a Cardholder Agreemerit with your credit card(s).
The Cardholder Agreement becomes effective and you agree to its
terms by either using your account or by not closing your account
within three days of receipt of your Cardholder Agreement.

(4) You certify that you are of Iegal contracting age and that you have
read all of the terms, authorizations and d es

herein. You understand that the information that you provide is
given to obtain credit from us and represent and warrant that it is
true and complete.

(5) Delaware and applicable Federal law will govern your agreement
with us. Disputes, claims or controversies shall, upon election by
you or us, be resolved by binding arbitration.

(6) Your initial credit line and your initial margin on purchases will be
based on information contained in your current credit report and
information you provide on your Acceptance Certificate. The
minimum credit line is $500.

(7) Ifyou are not the person to whom this offer was addressed, then you

d d, in connection with your r te our eriginal offer,

we reserve the right, in our sole discretion, to either: (1) decline

your response because the original offer was not intended for you,

or (2) treat your response as an application for an account with the

same terms described in this offer. In all instances, you agree that

we may review your credit and, if we issue credit to you, you will be
subject to all the terms contained in the offer extended to you.

To help the government fight the funding of terrorism and money laundermg activities, Federal law requires all financial institutions to
obtain, verify and record information that identifies each person who opens an account. What this means for you: When you apply for an
account, we will ask for your name, address, date of birth and other information that will allow us to ldenhfy you. We may ask you to provide

us with other identifying documents.




|IAT-R-8-0606

If you link your !
Overdraft Protection, we will automatically transfer funds in multiples of
$100 (825 if you opened your checking account in Washington or Idaho)
from your credit card account to cover any overdraft on your checking
account, as long as your credit card account has sufficient available credit
and you are not in default under your Cardholder Agreement. A fee of 3%
of the amount transferred ($10 minimum) will apply and the cash
advance will accrue interest at the APR stated in your Cardholder

checking account to your credit card for

Agreement. If thie available balance on your credit card account is
insufficient to cover the amount required by the overdraft (in the multiple
of funds stated above), we may advance the funds even if it causes your
credit card account to exceed your credit limit. In that event, an over
credit limit fee will be applied. Linking Overdraft Protection from your
Bank of America checking account to your credit card will end any
Overdraft Protection connections to your Bank of America savings
account. Please see your Cardholder Agreement for additional details.

Notice to New York State Residents: Consumer reports may be
requested in connection with the processing of your application and any
resulting account. Upon request, we will inform you of the names and
addresses of any consumer reporting agencies which have provided us
with such reports. Notice to Ohio Residents: Ohic laws against
discrimination require that all creditors make credit equally available to
all creditworthy customers, and that credit reporting agencies maintain
separate credit histories on each individual upon request. The Ohio Civil

Rights Commissi dmini with this law. Notice to
Married W in Resid No t, individual or
court order applying to marital property will adversely affect the creditor’s
interest unless the creditor, prior to the time credit is extended, is
furnished with a copy of the agreement, statement, or order, or has actual
knowledge of the adverse provision when the obligation to the creditor is
incurred. Notice to California Residents: Regardless of your marital
status, you may apply for credit in your name alone.

Notify Us in Case of Errors or Questions About Your Bill

If you think your bill is wrong, or if you need more information about a

transaction on your bill, write us in a separate letter at the “Billing

Inquiries” address on your billing statement. Write us as soon as possible.

We must hear from you no later than 60 days after we send you the first

bill on which the error or problem appeared. You can telephone us, but

doing so will not preserve your rights.

In your letter, give us the following information:

 Your name and account number.

 The dollar amount of the suspected error.

 Describe the error and explain, if you can, why you believe there is
an error. If you need more information, describe the item you are not
sure about. .

If you have authorized us to pay your credit card bill automatically from

your savings or checking account, you can stop the pay on any

questioned amount while we are investigating, but you are still obligated
to pay the parts of your bill that are not in question.

- If we find that we made a mistake on your bill, you will not have to pay any

finance charges related to any questioned amount. If we didn’t make a
mistake, you may have to pay finance charges, and you will have to make
any missed payments on the questioned amount. In either case, we will
send you a statement of the amount you owe and the date that it is due.
lf you fail to pay the amount that we think you owe, we may report you as
H if our jon does not satisfy you and you write
to us within ten days telling us that you still refuse to pay, we must tell
anyone we report you to that you have a question about your bill. And, we
must tell you the name of anyone we reported you to. We must tell anyone
we report you to that the matter has been settled between us when it
finally is.
If we don’t follow these rules, we can't collect the first $50 of the

amount you think is wrong. To stop the payment, your letter must reach us
three business days before the ic is scheduled to occur.
Your Rights and Our Responsibilities Aﬂer We Receive Your

Written Notices

We must acknowledge your letter within 30 days, unless we corrected the
error by then. Within 90 days, we must either correet the error or explain
why we believe the bill was correct.

After we receive your letter, we cannot try to collect any amount you
question, or report you as delinquent. We can continue to bill you for the
amount you question, including finance charges, and we can apply any
unpaid amount against your credit limit. You do not have to pay any

For each day in the Billing Cycle, we take your beginning balance, add any
new transactions or other debits, and subtract any payments or other
credits. This gives us that day’s Daily Balance. We multiply this Daily
Balance by the Daily Periodic Rate to get your Periodic Finance Charges
for that day. We add these Periodic Finance Charges to your Daily Balance
to get the beginning balance for the next day. To get your total Periodic
Finance Charges for that Billing Cycle, we add all the Daily Periodic

d amount, even if your bill was correct.

Specuzl Rule for Credit Card Purchases

If you have a problem with the quality of property or services that you

purchased with a credit card, and you have tried in good faith to correct the

problem with the merchant, you may not have to pay the remaining amount

due on the property or services. There are two limitations on this right:

a. You must have made the purchase in your home state or, if not within
your home state, within 100 miles of your current mailing address; and

b. The purchase price must have been more than $50.

These limitations do not apply if we own or operate the merchant, or if we

mailed you the advertisement for the property or services.

Finance Charges and round the sumto the next highest cent. This amount
is also equal to the Average Daily Balance multiplied by the Daily Periodic
Rate and then multiplied by the number of days in the Billing Cycle. To
determine the Average Daily Balance, we add all your Daily Balances and
divide by the number of days in the Billing Cycle. Periodic Finance Charges
begin to accrue from the later of the transaction date or the first day of the
Billing Cycle in which the transaction appears.

- reserves the right to decline to process any balance
transfer for any reason. If you have a dispute with a creditor and pay that
balance by transferring it to your new Visa® Platinum Card account, you
may lose certain dispute rights. By making a balance transfer, you
understand that future pay ts will be lied to pr ti

weeks to process your request. Therefore, you will still need to make
payments on your other accounts to keep them current until your request
is complete. Your Balance Transfer requests will be processed in the order
listed on the Balance Transfer form. We will make the maximum possible

offers (which are normally at a lower interest rate) prior to any
existing or new regular balances on the account. It will take 34

partial p Partial p will not be made on more than one
account. Finance charges (if and where applicable) will begin on the date
that the balance transfer posts toyour ™ -2'> ™ :* ~account.

The Cardholder Security Plan (“CSP” or “the Plan”) is an optional product
available on your Bank of America credit card account.

Whether or not you purchase CSP will not affect your application
for credit or the terms of any existing credit agreement you have
with

» Benefits: In return for a Monthly Program Fee, the Plan can credit up to
twelve (12) Monthly Benefit Amounts per unrelated Protected Event to
your credit card account if You or one (1) Authorized User become
Hospitalized, Totally Disabled, Involuntarily Unemployed, or take an
Unpaid Family Leave of Absence. In the event of your Death, the Plan
can credit a lump sum benefit amount equal to the Outstanding Balance
on the Date of Loss or $10,000, whichever is less.

“The Monthly Benefit Amount is designed to make the

i Monthly P: on your credit card account, but

may not be sufficient in all cases. Please refer to the

Addendum to the Cardholder Agr t for additional details.

 Cost: The Monthly Program Fee is 79¢ per $100 of your Monthly

Outstanding Balance up to $10,000. For your convenience, the fee is

automatically billed to your credit card account. During months when

you have no outstanding balance on your statement, there is no charge-
for the Plan.

Mini Card, U.S. Pat. 6,471,127B2.

Credit subject to approval.
Credit cards issued by ™ -.x i
©2006° ...~ E

« Eligibility Exclusions: There are eligibility requirements, conditions
and exclusions that could prevent you from receiving benefits under the
Plan. Please refer to the Addendum to the Cardholder Agreement for a
full explanation of all requi conditions and exclusions.

» Termination: If, at any time during the first thirty (30) days after the
date your protection begins, you cancel the optional Plan, all CSP fees
billed to your account will be refunded. You have the right to cancel CSP
at any time by making a written or telephonic request to the Plan
Administrator. The Plan will automatically terminate under the
following circumstances: you no longer have your credit card account
with Bank of America; your Protected Account is closed due to account
charge-off; or you owe four (4) or more previous Minimum Payments
due on the Protected Account.

* The Plan A rator is CSI Pr g, LICat! =
Omaha, NE 68134-0888; - =~ “"? Monday — Fnday,
7:00 a.m. — 10:00 p.m. Central Time.

@ Recycled Paper




Send for your ; Your Personal Invitation

Visa Platinum card today!

% FIXED APR

‘until August 1, 2007
on balances
transferred NNOW!~

o———_
No Annual Fee

Credit Line
up to $30,000"

Bl ilnnd Wl sal s L L Bl L dEd

Dear

Now there’s a crediit card designed for supporters of the : You ¢can now send Tor 2 Vi
Flatinum credit card with a 0% FIXED APR until August 1, 2007 on balances transferred now and a credit line
of up to $30,000.% Plus, every time you make a purchase you'll help support '

Lead the : and earn rewards with Premium Points™

A portion of every purchase you make with vour card will be used to

’ ' - . ‘ n addition, for avery
»1 you spend on purchases, you'll automatically collect 1 point good toward valuable rewards, including airline
tickets, brand-name merchandise, and more. Plus, there's no annual fee.

0% FIXED APR until August 1, 2007 on balances transferred now

You'll receive a low 0% FIXED APR until August 1, 2007 on balances transferred now (not on purchases o cash
advances). Keep in mind that your 0% APR may increase if you default on any account with us or are reported
as past due with another creditor. Payments are applied to balances with lower APRs before those with higher
APRs and a fee of 3% ($5 minimum/$75 maximum) per transfer will apply. Please see the back of the letter for
Terms and Conditions.

Visa Platinum—credit line up to $30,600

You can use this credit line to make purchases at any of the millions of places that accept Visa Platinum credit
cards. Send for your card now. Use your reservation number ©- =7 - " " and visit us online at
: v mail back the Personal Invitation below, orcali us at = =~ T today

Sincerely, Respond before 08/12/06
Visit VB - o

<% mail back your personal invitation,
. Development and Membership orcall & - :

P.S. Transfer a balance now to get the lowest
rate—0% AFH—on balance transfers until August 1, 2007,

*Please see the Terms and Conditions on reverse for important information about this offer, rates, the Premium
Points program (including applicable airline ticketing fees), and applicable balance transfer fees. The median credit
line received in 2005 was $3,500.

HR_IB_GA_PP_0_0807_9 23 167410 ON700% 10

HYES!

Send my no-annual-fee Visa
Platinum credit card now

Or apply at /B

Please corvect information bielow if necessary.




Terms and Conditions
The card issuer, . . (“we’/“us"/“our”), will review your credit, household income, credit relationships with us, and all other
information you provide to ensure that you meet all of our requirements when you respond to our offer. If you meet these requirements, you will receive a
Visa Platinum® account with a credit line as described below. If you do not meet these requirements, we may not extend credit to you.
Credit Line: Your initial credit line will be up to $30,000 (at least $500) and will be determined by your credit profile at the time we open your account.
The median credit line received for this offer in 2005 was $3,500.

 Annual percentage rate 0 0/ %
f (APR) for purchases 9.99 4—23 .99 /)
Promotional Balance Transfer APR: 0% through your statement date in August 2007

‘ (“Introductory Period”); after that: 9.99%-23.99% (see explanation below?)
| Other APRs Cash Advance APR: 23.99%
| Default APR:The Prime Rate! plus 23.74% (currently 31.74%) and may vary (see explanation
below")
Your APRs may vary.
I Purchase APR: Prime Rate plus 1.99%—15.99%, but not lower than the APR for Purchases
| Variable rate when your account is opened*
information Promotional Balance Transfer APR: Prime Rate plus 1.99%~15.99%, but not lower than the
non-introductory APR for Balance Transfers when your account is openeds
Cash Advance APR: 23.99% ot the Prime Rate plus 15.99%, whichever is greater

Grace period for purchases | At least 25 days if the New Balance is paid in fitll by the Payment Due Date
Balance calculation method | Two-Cycle Average Daily Balance (including new purchases)

Annual fee $0

Minimum finance charge $1

Transaction fee
for purchases

i
|
i
|

For purchases made outside the U.S. and its territories: 1% of each purchase

Cash advance fee: 3% of the advance ($10 minimum)*
Balance transfer fee: 3% of each balance transfer (§5 min./$75 max. per transfer)

Late fee: $39 if balance is $200 or greater; $19 if balance is less than $200
Overlimit fee: $35 if you exceed your credit line at any time during a billing cycle

We may change the APRs, fees, and other terms of your account at any time in accordance with applicable law and the Account Agreement, which we
will send you when your account is opened. Factors we may consider in determining whether and how to change your terms include the frequency

and severity of defaults and other indications of risk on accounts with’ and/or other creditors.

*APR for Purchases: Your APR. for Purchases (and the margin added to the Prime Rate to aetermine this APR) will depend on’ . evaluation of your
application and credit history.

Defavlt APR: Each time you default on this or auy credit card account because you fail to make at least the mintmum payment when due, exceed

1 credit line, make 2 payment to us that is not honored by vour bank, or are reported 25 delinquent on an account with any other creditor, we may increase the APRs on

ur account up to 2 maximum of the Default APR. Factors considered in determining whether and by how much to increase your APRs include the fiequency and

ty of defaults and other indications of account usage and risk on accounts with .nd/or other creditors.

ime Rate: The Prime Rate used to determine your APRs is the highest Prime Rate published in The Wall Street Journal on the first business day following the 22nd day

of the calendar month before the month in which the billing cycle began. Variable rates are current as of June 2006.

¥Balance transfer information: Your Promotional APR for Balance Transfers (and the margin added to the Prime Rate to determine this APR) will depend on
evaluation of your application and credit history. The Promotional Balance Transfer APR zbove applies to balance transfers requested within the first 90

days of account opening. Enter your balances in the order you would like them to be paid. Individual wansfers are subject to 2 $100 mininum. Depending on your assigned

dit lirait, we may transfer all or part of the amounts you request. Generally, we will transfer as much as possible, leaving some of your credi limit available for purchases

nd cash advances. Until your balance transfers are processed, you will need to make payments to vour other credit card accounts to keep them current. Balance transfers ace

not sibject to a grace period and may take up to 6 weeks to process. Balance transfers cannot be used to pay other - obligations. Balance transfer fees are

added to the purchase balance and are subject to the APR for Purchases. Depending on your credit with us and other lendets, vou may qualify for additional balance transter

offers in the future. The terms of any future offer will be disclosed to you when the offer is made.

"Purchases of Cash Bquivalents: Charges for the purchases of cash equivalents such as money orders, traveler’s checks, foreign currency, lottery tickets, casine gaming

i ke are treated as Cash Advances and are subject to the Cash Advance fee described above.

he amonnt available for cash advances will be at least 20% of your total credit line and will be shown on vour satement.

nts are applied: Payments will be applied first to firance charges and fees, then to Balance Categories (including new transactions

highest APR. This means that balances subjeci to pr

I 1 Point for each §1 of net new purchases (new purchases less returns and
! :

snotional or introductory APRs will be paid before the balances subject to higher !
1 adjustn i

Le

member brochure you will re
eting fee will apy

sciibed in th

wation about procedures for opening & nie mi: To help the
| financial institutions o obtain, verify, and record information that

v affects o 55 thy prior to the time crac

T Residents: No provision of a marital property agreement, 2 unilateral scatement, or a court decree adversely
is fiunished a copy of the agreement, statement, or deciee or has actual kaowledge of the adverse provision when the o

i ants must firnish the ap
Security number and the name and address of their spause to Card Services at : , Dallas, TX 752663

| U vou do not want future credit card offers mailed to yon from . you may inform us
3 b b ¥
! they appear on your Personal Invitation) to Card Services, - *, Dallas, TX 75266-0509. Flease allc

Three ways to reply:




Account-Opening Disclosures
Used in
Baltimore Interviews

Contents:

Card Carrier Sample A (4 pages)
Summary of Terms Sample A (1 page)
Cardholder Agreement Sample A (4 pages)
Card Carrier Sample B (4 pages)
Cardholder Agreement Sample B (4 pages)

Note: Each interview participant was either the set of samples labeled A,
or those labeled B. Cardholder Agreement Sample A included a one-
page summary of terms.

Both of the cardholder agreements were folded into brochure form.



elcome! We have enclosed your new ' o T
- Rewards card(s). WWW.  netaccess.com

RIIE

Account # | Credit Line: $5,000 | Number of Cards: 1

; (Verily name and address, and sign card(s) immediately to validate. Notily us if corrections are required.)

Thank you for your request. We are pleased to provide you with your new * 0 2P Visa®
credit card(s).

From the moment you call to activate your card, you will have immediate access to your credit line
for purchases and cash advances. Use it, and you'll enjoy exclusive benefits, including Zero Liability
Fraud Protection against unauthorized use and extra cards for others you trust—all at no additional cost.
Add to that, award-winning 24-hour Customer Satisfaction and access to your account information at -

22, and you'll see why this card consistently receives top honors from industry

experts.

Read on—you'll find up-lo-date details about your new account henefits! Important phone numbers
are also provided for quick reference. To make the most of your new card(s), please review these
materials and keep them in a sale place for [uture reference.

We look forward to serving all of your credit card needs!

P.S. — Reward yoursell with cash, travel, hotel stays, brand-name merchandise, gift certificates from top
retailers, and more! 1t's simple. You'll earn one point for every dollar in purchases charged to this credit
card. Start earning points today! Visitr. -+ SE for details.

YeLick.

VIEw BURE RS ABSOLUTE
PYRCHASES i

PAY YOUR BILL— GET INSTANT ACCESS FRAUD PROTECTION.
TO ALL YOUR ACCOUNT INFORMATION. ZERO LIABILITY AGAINST

UNAUTHORIZED USE OF YOUR CREDIT CARD.

www. etaccess.com CONTACT LJS IMMEDIATELY IF YOUR

WHY WAIT FOR THE MAIL? LOG ON. CARD Is LOST OR STOLEN.




Practical.
Powerful.

Indispensable.

Your Platinum Plus Benefits

. Global Acceptance

¢ Congratulations! You've chosen one of the world’s

- most respected credit cards. Your credit card is
welcome at millions of locations—overseas, at home, or
online—including resorts, restaurants, jewelry shops,
grocery stores, gas stations, and Internet retailers.

Customer Satisfaction**

Call us anytime, day or night—or visit us online!

Your Platinum Plus Visa card assures you a level of

priority service other credit cards don't offer. We are

standing by to assist you with the [ollowing:

¢ Additional cards for family members or others you
trust

# Quick decisions on credit line increase requests

- Quick replacement of lost or stolen cards

® Absolute protection against fraud and unauthorized
use

} o The highest possible level of online security

j ® Personal service—24 hours a day, 7 days a week

i @ Merchant dispute advocacy

| e Online account access

| e Electronic bill-payment scheduling

§ ¢ Up to $1 million in Common Carrier Travel Accident

¢ Insurance
e Up to $3,000 in Supplemental Lost Checked Luggage
Protection

¢ Supplemental Auto Rental Collision Damage
Deductible Coverage

e Travel & Emergency Assistance

o Medical Referral Assistance

® Legal Referral Assistance

¢ Pay-by-Phone service available at *

7:30 A.M.
Lic¥y.
VIEW YESTERDAY AFTERNOON'S PURCHASES.
5:42 P.M.
CLICK.
TRANSFER A BALANCE TO YOUR ACCOUN'T.
10:01 P.M.,
CLICK.
CREDIT CARD BILL PAID.
WWW. netaccess.com
WHY WAIT FOR THE MAIL? LOG ON. DO iT ALL~—~AND MORE!

Internet Access www £1a¢Cess.com

Get up-to-the-minute information about your
account—Visit our Web site for 24-hour access to your
account information in a safe, highly secure
environment.

Transaction Information

Easy-to-read monthly statements—Charges, payments,
credits, and important messages are presented clearly.
Year-End Summary of Charges—To help you with
financial planning and tax reporting, we can provide an
itemized record of billing for the previous year.

Security ,

Use your credit card with complete conlidence. Our
Zero Liability policy means you won't be responsible
for unauthorized purchases.

Enhanced Fraud Protection—State-of-the-art anti-iraud
systems protect your account against fraudulent
charges and unauthorized use, including online
purchases.

Purchase Security—You're covered if something you
bought with your Platinum Plus Visa is damaged or
stolen within 90 days of purchase.**

Warranty Manager—For qualified purchases, Warranty
Manager doubles the warranty time period up to one
additional year for U.S. manufacturers’ and 1.5
store-brand warrantes of three years or fess **




Cash Access

HAVE CASH AT YOUR FINGERTIPS, whenever and
wherever you need it!

Credit Card Access Checks—Use them like personal
checks to pay bills (except other .accounts) or to
pay ol balances on higher-interest accounts.*
‘ATMs—Use your Personal ldentification Number
(PIN) to get cash at ATMs worldwide. Your new PIN
will be arriving within the next few weeks with your
benefits package.

Financial Institutions—Access cash advances at
financial institutions all around the world!

Emergency Cash Worldwide—Emergency cash up to
your available credit line can be wired to a convenient
Western Union® office within the United States or to a
participating bank anywhere in the world!

Balance Transfers
1t’s easy to pay oll other credit card accounts. Call us
ioll-freeat -~ T, ot visit

‘We'll transfer the balances you
specity to yout P/atinum Plus Visa account, subject to
credit availability.

.. MRewards
Reward yoursell with cash, travel, merchandise, gift
certificates [rom top merchants, and more!
You'll earn one point for every $1 in purchases charged
to your credit card featuring """ . #. Whether
you are dining out, {illing up your car, »v making a trip
to the grocery store, you earn valuable = - ‘
with every purchase.
Earn unlimited cash rewards. Travel to worldwide
destinations - on major U.S. airlines with NO blackout
dates — even arrange U.S. hotel stays and car rentals.
Or choose from an impressive selection of brand-name
merchandise inciuding Sony®, Callaway®,
KitchenAid®, as well as gift certificates [rom Pottery
Barn, ). Crew, T.G.1. Friday's, and more. You can also
enjoy the convenience of °: . i 7a, & 24-hour
service that can get you hard-to.nd tickets, dinner
reservations at the hottest spots, and more.
Visit us online at - o

N, For fast service, cut out this Quick Reference Guide and keep it handy.

CUSTOMER PRIORITY CENTER

Log on today!
wWwWw, netaccess.com
lmportant Phone Numbers

Customer Satisfaction ? U
Balance Transfer
Overseas(collect) "7 -c o278
IDD il -

WHEN YOU ADD
AUTHORIZED USERS
TO YOUR ACCOUNT,
OU CAN TRACK ALL
EXPENSES ON ONE
SIMPLE STATEMENT. IT

LITERALLY PUTS EVERYONE ON THE SAME PAGE!

SIMPLIFY—CALL NOW TO SIGN UP!

Add Authorized Users to your account—at no addifional cosi!

As the Primary Cardholder, you are responsible for all account
activity incurred by Authorized Users.

CREDIT PROTECTION
cancels your minimum
imonthly payment in the
event of:

= involuntary uriemployment
* total disability

* family leave
-hospitalization, with an

¢ accidental death benefit

... ALWAYS THERE. . _

TO PROTET Yo

SIGN UP FOR CREDIT PROTECTION
WITH A BONUS CREDIT REPORT.

MYCS! Enroll me in OPTIONAL Credit Protection. | read the
Plan Summary on the reverse. | authorize $0.85 per §100 of the
Plan balance be billed monthly to each enrolled account. I may
cancel at any time; purchase is not required. to obuain credit.

Call toll-free . . .

or visit our website at
WWW. protect.com

7273




THE PLAN IS OPTIONAL.

Your purchase of the * Credit Protection Plan
(the "Plan") is optional. Whether or not you purchase
the Plan, this will not affect your application for credit
or the terms of any existing credit agreement you have
with :

ELIGIBILITY REQUIREMENTS, CONDITIONS AND
EXCLUSIONS.

There are eligibility requirements, conditions and
exclusions that could prevent you from receiving
benefits under the Plan.

ADDITIONAL INFORMATION AND PLAN
DOCUMENTS.

We will give you additional information before you are
required to pay [or the Plan, including a Plan ‘
Summary. You will also receive the complete Terms
and Conditions for the Plan upon enrollment. Read the
Plan documents carefully for a full explanation of the
terms of the Plan.

Important Information about accounts that are
enrolled in the Plan.

During any period when you are receiving benefits, use
of your account is suspended and finance charges will
cotilinue 1o accrue.

Plan Fees.

The monthly fee for the Plan is $0.85 per $100 of the
Plan balance. The Plan balance is described in the Plan
documents, which you will receive shortly.
Cancellation.

You may cancel the Plan at any time. If you cancel
within 30 days after enrollment you will receive a full
refund of any Plan fees billed.

Quick Tips

Use Your Card to

Simplify Your Life.

. ® Add additional users

to your account, and

track all your
expenses the easy
way.

- Use your card to pay
all your recurring
monthly
expenses—utilities,
cable TV, Internet,
etc.

e Consolidate your bills
so you have a single
monthly payment to
remember.

e Save time and money
by shopping online!

IMPORTANT DISCLOSURES

The current APR for purchases is 13.99%.

The current APR for cash advances is 22.99%

Transaction fee for ATM cash advances: 3.00% of the U.S. dollar
amount of each such Cash Advance (Fee: Min. $5.00)
Transaction fee for Check Cash Advances: 3.00% of the U.S. dollar
amount of each such Cash Advance (Fee: Min. $5.00)
Transaction fee for Bank Cash Advances (excluding Bank Cash
Advances resulting from any payment you make to us that is
returned to us unpaid for any reason): 3.00% of the U.S. dollar
amount of each such Cash Advance (Fee: Min. $5.00)

will allocate your payments to balances (including new transactions) with
lower APRs before balances with higher APRs.
*Cash advances and/or balance transfers may not be used to pay off or pay down
any account.
**Certain restrictions apply to these and other benefits described here and in your
Guide to Coverage.
The Privacy Notice may be found in your Credit Card Agreement and is
available at com.

America, Platinum Plus,

2etaccess.com, som and related marks are service marks or
America Bank, N.A. America Bank, N.A. is the exclusive issuer and
administrator of this credit card program.
Visa is a federally registered service mark of Visa U.S.A. Inc., and is used
pursuant to license.
©2002 America Bank, N.A.

Quantum,

2111300041237C1D 123007037861



1]

June 10,

IMPORTANT ACCOUNT INFORMATION

These charges are imposed in connection with your account.

agreement for more information.

Please refer

to

2006

the enclosed

Prime is Reviewed: Billing period U.s. Current
Calcu- Prime **Annual

Tation Rate Periodic Percentage

For Balances: Method Plus Rate Rate (APR)**
Purchase Daily 5.990 0.03833 13.990
Cash Advance Daily 14.990 0.06299 22.990
Cash Min Daily 19.990

If you default under any

- -. Card Agreement,
increase to up to 23.990% p]us the Prime Rate.
*x APR** of 31.990% and a daily periodic rate of 0.08764%.

your **APR** on all Balances may
Currently this corresponds to an

Membership Fee: $0 every 12 months

Minimum Payment: Calculation Method D

Late Fee (For each late payment, If not received by payment due date)

Due Date Balances up to $100 15.00

Due Date Balances of $100 up to $1000 $29.00

Due Date Balances of $1000 or more $39.00

Over Credit Line Fee: $35 Stop Payment Fee: $0

Returned Check Fee: $29 Returned Payment Fee: $29

Cash Advance Fee: % of

*Finance Charge* Advance Minimum Amount Maximum Amount
If obtained at an ATM 3.000% $5.00

If obtained at a bank 3.000% $5.00

If obtained by check 3.000% $5.00

If obtained by other method 3.000% $5.00

Foreign Currency Trans Fee: % of

*Finance Charge* Purchase Minimum Amount Maximum Amount
For Purchases 3.000% $0.00

This account is subject to arbitration

Please keep this letter for your records.

It is part of your agreement

with us.

Amember of
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