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§ 535.13 Unfair or deceptive cosigner 
practices. 

(a) Prohibited deception. It is a decep-
tive act or practice for you, directly or 
indirectly in connection with the ex-
tension of credit to consumers, to mis-
represent the nature or extent of co-
signer liability to any person. 

(b) Prohibited unfairness. It is an un-
fair act or practice for you, directly or 
indirectly in connection with the ex-
tension of credit to consumers, to obli-
gate a cosigner unless the cosigner is 
informed, before becoming obligated, of 
the nature of the cosigner’s liability. 

(c) Disclosure requirement—(1) Disclo-
sure statement. A clear and conspicuous 
statement must be given in writing to 
the cosigner before becoming obli-
gated. In the case of open-end credit, 
the disclosure statement must be given 
to the cosigner before the time that 
the cosigner becomes obligated for any 
fees or transactions on the account. 
The disclosure statement must contain 
the following statement or one that is 
substantially similar: 

NOTICE OF COSIGNER 

You are being asked to guarantee this 
debt. Think carefully before you do. If the 
borrower doesn’t pay the debt, you will have 
to. Be sure you can afford to pay if you have 
to, and that you want to accept this respon-
sibility. 

You may have to pay up to the full amount 
of the debt if the borrower does not pay. You 
may also have to pay late fees or collection 
costs, which increase this amount. 

The creditor can collect this debt from you 
without first trying to collect from the bor-
rower. The creditor can use the same collec-
tion methods against you that can be used 
against the borrower, such as suing you, gar-
nishing your wages, etc. If this debt is ever 
in default, that fact may become a part of 
your credit record. 

(2) Compliance. Compliance with para-
graph (d)(1) of this section constitutes 
compliance with the consumer disclo-
sure requirement in paragraph (b) of 
this section. 

(3) Additional content limitations. If 
the notice is a separate document, 
nothing other than the following items 
may appear with the notice: 

(i) Your name and address; 

(ii) An identification of the debt to 
be cosigned (e.g., a loan identification 
number); 

(iii) The date (of the transaction); 
and 

(iv) The statement, ‘‘This notice is 
not the contract that makes you liable 
for the debt.’’ 

(d) Cosigner defined. (1) Cosigner 
means a natural person who assumes 
liability for the obligation of a con-
sumer without receiving goods, serv-
ices, or money in return for the obliga-
tion, or, in the case of an open-end 
credit obligation, without receiving 
the contractual right to obtain exten-
sions of credit under the account. 

(2) Cosigner includes any person 
whose signature is requested as a con-
dition to granting credit to a con-
sumer, or as a condition for forbear-
ance on collection of a consumer’s obli-
gation that is in default. The term does 
not include a spouse or other person 
whose signature is required on a credit 
obligation to perfect a security inter-
est pursuant to state law. 

(3) A person who meets the definition 
in this paragraph is a cosigner, whether 
or not the person is designated as such 
on a credit obligation. 

§ 535.14 Unfair late charges. 

(a) Prohibition. In connection with 
collecting a debt arising out of an ex-
tension of credit to a consumer, it is an 
unfair act or practice for you, directly 
or indirectly, to levy or collect any de-
linquency charge on a payment, when 
the only delinquency is attributable to 
late fees or ydelinquency charges as-
sessed on earlier installments and the 
payment is otherwise a full payment 
for the applicable period and is paid on 
its due date or within an applicable 
grace period. 

(b) Collecting a debt defined—Collecting 
a debt means, for the purposes of this 
section, any activity, other than the 
use of judicial process, that is intended 
to bring about or does bring about re-
payment of all or part of money due (or 
alleged to be due) from a consumer. 
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