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CARD ACT OFFERS SIGNIFICANT NEW PROTECTIONS FOR CONSUMERS

(February 11, 2010) – Consumers’ credit card statements will start looking different as many of the important provisions in the Credit Card Responsibility and Disclosure (CARD) Act of 2009 take effect on February 22, a new law designed to end unfair rate hikes, hidden fees and deceptive practices.  

With the new law, for example, billing statements will be easier to understand, to include information about interest rates being used and the result of paying minimum balances only.   “This month marks a new era in consumer protection,” said Darryl Dahlheimer, program director for LSS Financial Counseling. 

Last August, the first parts of the CARD Act required credit card issuers, such as banks and credit unions, to mail the monthly statement at least 21 days before the payment is due, and provide a 45-day written advance notice of changes to interest rates or fees.  Now, there are four new, important features of the law. 


First, credit card companies can no longer raise interest rates on any existing balance.  That means no more “universal default” jeopardy where a single mistake creates a cascade of penalty rates often in the 30% APR range.  Creditors can raise rates on future balances, or if your payment is more than 60 days late, or if you agreed to a teaser rate, such as no interest for the first year, that expires. 

“Literally thousands of people we serve have experienced being trapped in universal default, where all their credit cards went to penalty rates of interest due to a single late charge on one card,” Dahlheimer said.  “It has been a major reason people have sought Debt Management Plans through LSS to bring interest down and get a fair chance to pay back their debts within five years or less.”


A second powerful feature of the law is that credit cards cannot be issued to applicants under age 21 unless an adult over 21 co-signs, or the applicant shows proof of income and ability to pay. Further, issuers can’t offer sign-up gifts on campuses and must disclose any financial deals they have made with the college or university.  


“LSS provides budget and debt counseling on the University of Minnesota campus in Minneapolis as well as on the University of St Catherine campus in St Paul and has seen many students who signed up for credit cards to get cookies or t-shirts, and are now dealing with debt pressure.  No more under the CARD Act.”

Third, credit card companies cannot charge over-limit fees unless the consumer “opts in” to allow going over the credit limit.  Dahlheimer said that there is worry that issuers will raise other fees to recoup lost profit from the new regulations, but that consumers can “vote with their feet.” 

“All consumers need to be sure to read what comes in the mail from their credit card company, to be sure they understand what the changes are,” he added. “For example, if your card now plans to charge an annual fee, consumers may decide to cancel that card and shop for one with no fee.”


Finally, the new law mandates that any payments made in excess of the minimum owed must be applied first to the balance with the highest interest rate. “This makes the old tip of ‘pay more than minimums’ even more valuable,” explained Dahlheimer.  “Credit cards are a great tool if used wisely and the CARD Act makes a much more level playing field to promote wise use.”
LSS Financial Counseling Service, a member of the Better Business Bureau and the National Foundation for Credit Counseling, helps over 20,000 people every year with free budget and debt counseling and monthly debt management plans.   With nine offices statewide, LSS provides financial counseling in-person at nine offices statewide and also by phone and online counseling. For appointments, call 1-888-577-2227.
Editor’s Note: The National Foundation for Credit Counseling is the oldest and most respected credit counseling association in the nation. All LSS financial counselors are NFCC-certified as consumer credit and housing counselors. 

