








Format. We are concerned that the de facto format standard for risk-based notices
likely to be created by Model Forms H-1 and H-2Z and the “safe harbor” provided for their use
in Section .73(b}2) is too rigid and will prove costly and burdensome in many contexts.
Instead, we believe creditors should have the fiexibility to provide risk-based pricing notices in
any “clear and conspicuous” manner. [n this regard, we think they should be subject to the
same formatting flexibility that applies to adverse action notices, which are comparable in
purpose and importance to the proposed risk-based pricing notices. In our case and that of
many other creditors, such notices are often provided in the form of a simple communication,
where the information is delivered effectively and powerfully to the consumer without the
burden of special formatting or challenging space requirements.

Toward these ends, we urge the Agencies to:

¢ substitute model clauses for the model forms. This would eliminate the formatting
rigidity associated with the model forms, while preserving the Agencies’ control over the
content of the risk-base pricing notices;

« eliminate the question and answer format in the model forms or least provide expressly
that “safe harbor” protection is not dependent on that format. This would save
considerable amounts of space and associated production costs;

¢ eliminate superfluous or very elementary information on the model forms, particularly
the "What is a credit report?” inquiry and associated answer, and further consolidate the
information on the model forms to the extent feasible; and

¢ if the model forms and formatting requirements are retained, at least eliminate the
multiple-boxes and columns in favor of a single text box for all of the required notice
content. This would make lay out and printing on various media and in various contexts
considerably easier and less burdensome for creditors while preserving clear and
conspicuous disclosure to consumers. '

Timing. We are also concerned with the rigidity of the timing requirement for risk-
based pricing notices provided in connection with open-end credit as set forth in proposed
Section .73(c){2). Under this provision, the notice must always be provided “before the first
transaction is made” using the credit. This would cause significant difficulties in a variety of
contexts. For example, in cases where a credit card is approved at the point of sale and
“instant credit” is provided to a consumer, it may not be feasible to provide the notice to the
consumer before his or her first transaction. Accordingly, the notice timing requirement could
result in the significant reduction if not elimination of such programs to the detriment of
consumers and card issuers alike. We think this unhappy result can be avoided by allowing
creditors to provide a risk-based pricing notice within 30 days of the date a credit card or other
open-end credit plan is opened. We believe that a 30-day cushion for the consumer's receipt
of the notice does no harm to the integrity of the proposed rule or its notice regime, while
eliminating a significant burden on the speedy approval and use of credit cards and other
forms of open-end credit.



Other Matters. We offer the following comments on various requirements for risk-
based pricing notices in response to the Agencies’ requests for specific comment on the
requirements.

We support current Section .72(b){"1)(ii)(C), which requires creditors using the credit
score proxy method to recalculate cuioff scores at least once every two years. We believe any
shorter period would be potentially burdensome for creditors and provide no material benefit to
consumers.

We support the approach to tiered pricing in current Section .72{b)}(2), which requires
creditors to provide a risk-based pricing notice to consumers who are not in the top bracket or
brackets. We believe that engrafting percentage tests and the like onto the tiered pricing
method for providing the notice would increase complexity considerably for both creditors and
consumers with no benefit for either. For creditors, this complexity would increase the burdens
of implementation and compliance. For consumers, this complexity would harm their
understanding of the risk-based pricing notice in the tiered pricing context.

We also support current Section .73(a)(1)}{3), which requires a risk-based pricing notice
to contain a statement informing the consumer that the terms offered him or her “may be less
favorable” than those offered other consumers with better credit histories. We believe this
language communicates the purpose of the notice accurately and clearly. As discussed by the
Agencies in the supplemental information, we believe that sharper language may be
inaccurate in a variety of circumstances.

Effective Date. We urge the Agencies to adopt an effective date for the rule that is at
least 18-24 months from the date that the rule is promulgated. The rule will require systems
development and operational changes by creditors, who concurrently will be confronting the
challenges of implementing the Board's pending overhaul of Regulation Z's open-end credit
rules, and the pending Regulation AA UDAP rule. An implementation period of at least 18-24
months is necessary for creditors to plan, finance and execute the changes required by these
various rules in their systems and operations.

Once again, American Express thanks the Agencies for the opportunity to comment on
this proposed rule. We would welcome the opportunity to discuss our comments further with
staff members from any of the Agencies. Toward that end, any staff member should feel free
to call me at any time at 212-640-5773.

Sincerely,
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Benjamin Parks
Senior Counsel





