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cardholder apparently felt that he had been deceived by the card issuer. To resolve this problem,
Section 104 of S. 3252 would require card issuers who provide interest rates linked to the “prime
rate” to use only the bank prime rate published by the Federal Reserve. The proposed rule
should follow a similar course to end any deceptive use of the term “prime rate.”

Overall Debt Limit. This letter began with a Michigan case history in which the
cardholder was assessed such high interest and fee charges that he has paid four or five times his
original credit card debt, with no end in sight after 13 years of payments. Forcing a consumer to
pay four or five times his original debt is inherently unfair and predatory. The proposed rule
should impose a total debt limit that would prevent any credit card issuer from requiring a
cardholder with a closed account to pay more than three times the debt created by the

cardholder’s own purchases.
Overdraft Protections

Although the focus of this letter is unfair and deceptive credit card practices, the
proposed rule also contains provisions prohibiting unfair or deceptive acts or practices related to
overdraft services provided in connection with consumer deposit accounts. Abusive overdraft
practices injure consumers by imposing excessive, inappropriate, and duplicative fees that can
deplete savings, trigger other penalties, and cause consumers to go into debt. Related proposed
rules seek to prevent overdraft abuses by, for example, prohibiting the use of potentially
misleading balance disclosures. These important consumer protections can help end abusive
practices related to overdraft services.

Conclusion

The credit card industry today is rife with unfair, deceptive, and predatory practices. The
proposed rule would put an end to some of these abusive practices, including retroactive interest
rate hikes, some billing practices that encourage unwarranted late fees, some payment allocation
methods that unfairly disadvantage consumers, some over-the-limit fee abuses, double-cycle
billing, and fee and security deposit requirements that erase much of the credit promised by fee-
harvester cards. Unless expanded, however, the proposed rule would leave untouched some of
the most blatantly unfair credit card practices in existence today, including interest charges on
debt that is paid on time, universal default interest rate increases, interest charges on transaction
fees, duplicative and inappropriate over-the-limit fees, unreasonable pay-to-pay and currency
exchange fees, deceptive use of the term “prime rate,” and credit card excesses that force some
consumers to pay four or five times their original debt. I respectfully ask the Board to consider
expanding the proposed rule to end these unfair, deceptive, and predatory practices as well.

Thank you for the opportunity to comment.
Sincerely,

Carl Levin, Chairman
Permanent Subcommittee on Investigations





