§1666i

§1666i. Assertion by cardholder against card is-
suer of claims and defenses arising out of
credit card transaction; prerequisites; limita-
tion on amount of claims or defenses

(a) Claims and defenses assertible

Subject to the limitation contained in sub-
section (b) of this section, a card issuer who has
issued a credit card to a cardholder pursuant to
an open end consumer credit plan shall be sub-
ject to all claims (other than tort claims) and
defenses arising out of any transaction in which
the credit card is used as a method of payment
or extension of credit if (1) the obligor has made
a good faith attempt to obtain satisfactory reso-
lution of a disagreement or problem relative to
the transaction from the person honoring the
credit card; (2) the amount of the initial trans-
action exceeds $50; and (3) the place where the
initial transaction occurred was in the same
State as the mailing address previously provided
by the cardholder or was within 100 miles from
such address, except that the limitations set
forth in clauses (2) and (3) with respect to an ob-
ligor’s right to assert claims and defenses
against a card issuer shall not be applicable to
any transaction in which the person honoring
the credit card (A) is the same person as the
card issuer, (B) is controlled by the card issuer,
(C) is under direct or indirect common control
with the card issuer, (D) is a franchised dealer in
the card issuer’s products or services, or (E) has
obtained the order for such transaction through
a mail solicitation made by or participated in by
the card issuer in which the cardholder is solic-
ited to enter into such transaction by using the
credit card issued by the card issuer.

(b) Amount of claims and defenses assertible

The amount of claims or defenses asserted by
the cardholder may not exceed the amount of
credit outstanding with respect to such trans-
action at the time the cardholder first notifies
the card issuer or the person honoring the credit
card of such claim or defense. For the purpose of
determining the amount of credit outstanding in
the preceding sentence, payments and credits to
the cardholder’s account are deemed to have
been applied, in the order indicated, to the pay-
ment of: (1) late charges in the order of their
entry to the account; (2) finance charges in
order of their entry to the account; and (3) deb-
its to the account other than those set forth
above, in the order in which each debit entry to
the account was made.

(Pub. L. 90-321, title I, §170, as added Pub. L.
93-495, title III, §306, Oct. 28, 1974, 88 Stat. 1515.)

§ 1666i-1. Limits on interest rate, fee, and finance
charge increases applicable to outstanding
balances

(a) In general

In the case of any credit card account under
an open end consumer credit plan, no creditor
may increase any annual percentage rate, fee, or
finance charge applicable to any outstanding
balance, except as permitted under subsection

(b).

(b) Exceptions

The prohibition under subsection (a) shall not
apply to—
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(1) an increase in an annual percentage rate
upon the expiration of a specified period of
time, provided that—

(A) prior to commencement of that period,
the creditor disclosed to the consumer, in a
clear and conspicuous manner, the length of
the period and the annual percentage rate
that would apply after expiration of the pe-
riod;

(B) the increased annual percentage rate
does not exceed the rate disclosed pursuant
to subparagraph (A); and

(C) the increased annual percentage rate is
not applied to transactions that occurred
prior to commencement of the period;

(2) an increase in a variable annual percent-
age rate in accordance with a credit card
agreement that provides for changes in the
rate according to operation of an index that is
not under the control of the creditor and is
available to the general public;

(3) an increase due to the completion of a
workout or temporary hardship arrangement
by the obligor or the failure of the obligor to
comply with the terms of a workout or tem-
porary hardship arrangement, provided that—

(A) the annual percentage rate, fee, or fi-
nance charge applicable to a category of
transactions following any such increase
does not exceed the rate, fee, or finance
charge that applied to that category of
transactions prior to commencement of the
arrangement; and

(B) the creditor has provided the obligor,
prior to the commencement of such arrange-
ment, with clear and conspicuous disclosure
of the terms of the arrangement (including
any increases due to such completion or fail-
ure); or

(4) an increase due solely to the fact that a
minimum payment by the obligor has not been
received by the creditor within 60 days after
the due date for such payment, provided that
the creditor shall—

(A) include, together with the notice of
such increase required under section 1637(i)
of this title, a clear and conspicuous written
statement of the reason for the increase and
that the increase will terminate not later
than 6 months after the date on which it is
imposed, if the creditor receives the required
minimum payments on time from the obli-
gor during that period; and

(B) terminate such increase not later than
6 months after the date on which it is im-
posed, if the creditor receives the required
minimum payments on time during that pe-
riod.

(c) Repayment of outstanding balance
(1) In general

The creditor shall not change the terms gov-
erning the repayment of any outstanding bal-
ance, except that the creditor may provide the
obligor with one of the methods described in
paragraph (2) of repaying any outstanding bal-
ance, or a method that is no less beneficial to
the obligor than one of those methods.

(2) Methods

The methods described in this paragraph
are—
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