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September 2, 2010

Dear RuFES Action Network,

KEEP IT: Making the Nasty Nine a Tad Nicer

New Credit Card Act Gives Credit Cards their Due!

In these Alerts and at RuFES events, we often detail the Nasty Nine unsavory

methods that financial predators use to strip cash from hard-working people.

With this Alert, we begin to update you on how recent changes in federal policy

are making the Nasty Nine a bit nicer - or at least, not quite as nasty! We start

here, with changes in credit cards, but look for more to come.

Credit cards are an important tool to help working families manage daily living and

financial situations. But companies have typically issued these cards laden with

hidden tricks and fees designed to impose extra costs and penalties on low-income

families that have little or no economic cushion.

Last year, the U.S. Congress and Obama Administration acted to stop some of the

most prevalent credit card company abuses by passing and signing the Credit

Card Act of 2009. Its various provisions are all in effect now. Some of these

changes may confuse consumers or simply not be well known or publicized in rural

communities. RuFES Networkers can help by spreading the news of these changes

to families where you live and work.

Some of the worst credit card practices banned by recent federal laws and

regulations include:

No More Retroactive Interest Rate Increases. Credit card companies may no

longer increase the interest rate on existing balances unless the card owner is in

default.

No More Universal Default. A credit card company may no longer place an

account holder who is in good standing on its card in default when that

cardholder enters default with some other lender or if their credit score declines.

No More Fee Harvester Cards. Credit cards companies may no longer offer

customers sub-prime cards that offer little credit and carry very high fees—fees

that often take up most of an already low credit limit.

No More Manipulating Payment Order. Credit card companies may no longer

apply customer payments to low-interest balances first. Now they must apply

payments to both high and low-interest balances in proportion to the size of

these balances.
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Mo More Targeting Young Borrowers. Credit card companies may no longer

aggressively market to young borrowers without ensuring they have the income

to pay their bills.

No More Excessive Penalty Fees. Credit card companies may no longer charge

penalties that exceed the amount of the infraction—such as charging a $35 fee

when a $5 sandwich puts the card owner over their limit, or assessing a late

payment fee larger than the payment that was missed.

Even with the new protections, credit card users need to be aware of some nasty

surprises! Look out for these:

High Interest Rates. There is still no cap on how much interest your credit card

charges. Indeed, many companies raised the rate on credit cards in anticipation

of the new rules—in some cases as high as 29.9%!

Bait and Switch. Those "low introductory interest rates" can still go up after the

initial period— if the rate increases are disclosed in the credit card offer.

Default Interest Rates. Credit card companies can still increase a card owner's

interest rates—by a whole lot—if you miss payments.

To find out more about the Credit Card Act of 2009 and educate yourself on some

of the still-active hazards in the credit card industry, see:

The Board of Governors of the Federal Reserve System—has an interactive

website that provides visitors with information on credit card use, and provisions

of the Credit Card Act of 2009.

The Center for Responsible Lending (CRL)—engages in research and advocacy on

a number of consumer issues including credit cards. CRL provides information on

the role credit cards play in helping working families make ends meet, the traps

employed by credit card companies to drain resources from working families and

some of the policy efforts employed to mitigate the damage.

We hope these Action Alerts energize your RuFES deeds and aspirations. Help us

spark more RuFES action! How? Simply contact us with any news, ideas or

opportunities that can help your RuFES colleagues across the nation.

Your RuFES Action Team,

John Molinaro, Janet Topolsky, Kelly Malone, René Bryce-Laporte, Elsa Noterman

Aspen Institute Community Strategies Group
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