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agrees in writing to assume liability on 
the increase. 

§ 226.52 Limitations on fees. 
(a) Limitations during first year after 

account opening. (1) General rule. Except 
as provided in paragraph (a)(2) of this 
section, if a card issuer charges any 
fees to a credit card account under an 
open-end (not home-secured) consumer 
credit plan during the first year after 
the account is opened, the total 
amount of fees the consumer is re-
quired to pay with respect to the ac-
count during that year must not ex-
ceed 25 percent of the credit limit in ef-
fect when the account is opened. 

(2) Fees not subject to limitations. Para-
graph (a) of this section does not apply 
to: 

(i) Late payment fees, over-the-limit 
fees, and returned-payment fees; or 

(ii) Fees that the consumer is not re-
quired to pay with respect to the ac-
count. 

(3) Rule of construction. This para-
graph (a) does not authorize the impo-
sition or payment of fees or charges 
otherwise prohibited by law. 

(b) Limitations on penalty fees. A card 
issuer must not impose a fee for vio-
lating the terms or other requirements 
of a credit card account under an open- 
end (not home-secured) consumer cred-
it plan unless the dollar amount of the 
fee is consistent with paragraphs (b)(1) 
and (b)(2) of this section. 

(1) General rule. Except as provided in 
paragraph (b)(2) of this section, a card 
issuer may impose a fee for violating 
the terms or other requirements of a 
credit card account under an open-end 
(not home-secured) consumer credit 
plan if the dollar amount of the fee is 
consistent with either paragraph 
(b)(1)(i) or (b)(1)(ii) of this section. 

(i) Fees based on costs. A card issuer 
may impose a fee for violating the 
terms or other requirements of an ac-
count if the card issuer has determined 
that the dollar amount of the fee rep-
resents a reasonable proportion of the 
total costs incurred by the card issuer 
as a result of that type of violation. A 
card issuer must reevaluate this deter-
mination at least once every twelve 
months. If as a result of the reevalua-
tion the card issuer determines that a 
lower fee represents a reasonable pro-

portion of the total costs incurred by 
the card issuer as a result of that type 
of violation, the card issuer must begin 
imposing the lower fee within 45 days 
after completing the reevaluation. If as 
a result of the reevaluation the card 
issuer determines that a higher fee rep-
resents a reasonable proportion of the 
total costs incurred by the card issuer 
as a result of that type of violation, 
the card issuer may begin imposing the 
higher fee after complying with the no-
tice requirements in § 226.9. 

(ii) Safe harbors. A card issuer may 
impose a fee for violating the terms or 
other requirements of an account if the 
dollar amount of the fee does not ex-
ceed: 

(A) For the first violation of a par-
ticular type, $25.00, adjusted annually 
by the Board to reflect changes in the 
Consumer Price Index; 

(B) For an additional violation of the 
same type during the next six billing 
cycles, $35.00, adjusted annually by the 
Board to reflect changes in the Con-
sumer Price Index; or 

(C) When a card issuer has not re-
ceived the required payment for two or 
more consecutive billing cycles for a 
charge card account that requires pay-
ment of outstanding balances in full at 
the end of each billing cycle, three per-
cent of the delinquent balance. 

(2) Prohibited fees—(i) Fees that exceed 
dollar amount associated with violation. 
(A) Generally. A card issuer must not 
impose a fee for violating the terms or 
other requirements of a credit card ac-
count under an open-end (not home-se-
cured) consumer credit plan that ex-
ceeds the dollar amount associated 
with the violation. 

(B) No dollar amount associated with 
violation. A card issuer must not im-
pose a fee for violating the terms or 
other requirements of a credit card ac-
count under an open-end (not home-se-
cured) consumer credit plan when there 
is no dollar amount associated with the 
violation. For purposes of paragraph 
(b)(2)(i) of this section, there is no dol-
lar amount associated with the fol-
lowing violations: 

(1) Transactions that the card issuer 
declines to authorize; 

(2) Account inactivity; and 
(3) The closure or termination of an 

account. 
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Federal Reserve System § 226.55 

(ii) Multiple fees based on a single event 
or transaction. A card issuer must not 
impose more than one fee for violating 
the terms or other requirements of a 
credit card account under an open-end 
(not home-secured) consumer credit 
plan based on a single event or trans-
action. A card issuer may, at its op-
tion, comply with this prohibition by 
imposing no more than one fee for vio-
lating the terms or other requirements 
of an account during a billing cycle. 

[75 FR 7818, Feb. 22, 2010, as amended at 75 
FR 37571, June 26, 2010] 

§ 226.53 Allocation of payments. 

(a) General rule. Except as provided in 
paragraph (b) of this section, when a 
consumer makes a payment in excess 
of the required minimum periodic pay-
ment for a credit card account under 
an open-end (not home-secured) con-
sumer credit plan, the card issuer must 
allocate the excess amount first to the 
balance with the highest annual per-
centage rate and any remaining por-
tion to the other balances in descend-
ing order based on the applicable an-
nual percentage rate. 

(b) Special rule for accounts with bal-
ances subject to deferred interest or simi-
lar programs. When a balance on a cred-
it card account under an open-end (not 
home-secured) consumer credit plan is 
subject to a deferred interest or similar 
program that provides that a consumer 
will not be obligated to pay interest 
that accrues on the balance if the bal-
ance is paid in full prior to the expira-
tion of a specified period of time: 

(1) Last two billing cycles. The card 
issuer must allocate any amount paid 
by the consumer in excess of the re-
quired minimum periodic payment con-
sistent with paragraph (a) of this sec-
tion, except that, during the two bill-
ing cycles immediately preceding expi-
ration of the specified period, the ex-
cess amount must be allocated first to 
the balance subject to the deferred in-
terest or similar program and any re-
maining portion allocated to any other 
balances consistent with paragraph (a) 
of this section; or 

(2) Consumer request. The card issuer 
may at its option allocate any amount 
paid by the consumer in excess of the 
required minimum periodic payment 

among the balances on the account in 
the manner requested by the consumer. 

§ 226.54 Limitations on the imposition 
of finance charges. 

(a) Limitations on imposing finance 
charges as a result of the loss of a grace 
period. (1) General rule. Except as pro-
vided in paragraph (b) of this section, a 
card issuer must not impose finance 
charges as a result of the loss of a 
grace period on a credit card account 
under an open-end (not home-secured) 
consumer credit plan if those finance 
charges are based on: 

(i) Balances for days in billing cycles 
that precede the most recent billing 
cycle; or 

(ii) Any portion of a balance subject 
to a grace period that was repaid prior 
to the expiration of the grace period. 

(2) Definition of grace period. For pur-
poses of paragraph (a)(1) of this sec-
tion, ‘‘grace period’’ has the same mean-
ing as in § 226.5(b)(2)(ii)(B)(3). 

(b) Exceptions. Paragraph (a) of this 
section does not apply to: 

(1) Adjustments to finance charges as 
a result of the resolution of a dispute 
under § 226.12 or § 226.13; or 

(2) Adjustments to finance charges as 
a result of the return of a payment. 

§ 226.55 Limitations on increasing an-
nual percentage rates, fees, and 
charges. 

(a) General rule. Except as provided in 
paragraph (b) of this section, a card 
issuer must not increase an annual per-
centage rate or a fee or charge required 
to be disclosed under § 226.6(b)(2)(ii), 
(b)(2)(iii), or (b)(2)(xii) on a credit card 
account under an open-end (not home- 
secured) consumer credit plan. 

(b) Exceptions. A card issuer may in-
crease an annual percentage rate or a 
fee or charge required to be disclosed 
under § 226.6(b)(2)(ii), (b)(2)(iii), or 
(b)(2)(xii) pursuant to an exception set 
forth in this paragraph even if that in-
crease would not be permitted under a 
different exception. 

(1) Temporary rate exception. A card 
issuer may increase an annual percent-
age rate upon the expiration of a speci-
fied period of six months or longer, pro-
vided that: 

(i) Prior to the commencement of 
that period, the card issuer disclosed in 
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