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This document and any attachments are superseded by Comptroller's
Handbook - Consumer Compliance - Depository Services.

Truth in Savings Act

Regulation DD (12 CFR part 230), which implements the Truth in Savings Act (TISA), became
effective in June 1993. An official staff commentary interprets the requirements of Regulation DD (12
CFR 230 (Supplement I)). Since then, several amendments have been made to Regulation DD and the
Staff Commentary, including changes effective January 1, 2010, concerning disclosures of aggregate
overdraft and returned item fees on periodic statements and balance disclosures provided to consumers
through automated systems. In addition, effective July 6, 2010, clarifications were made to the
provisions related to overdraft services (NOTE: The effective date for the clarification to section
230.11(a)(1)(1), requiring the term “Total Overdraft Fees” to be used, is October 1, 2010) (75 FR
31673).

The purpose of Regulation DD is to enable consumers to make informed
LINKS decisions about their accounts at depository institutions through the use of

uniform disclosures. The disclosures aid comparison shopping by informing

= Program . .
consumers about the fees, annual percentage yield, interest rate, and other terms

P~ Questionnaire for deposit accounts. A consumer is entitled to receive disclosures under all of the

following circumstances:

e When an account is opened.

e Upon request.

e When the terms of the account are changed.

e When a periodic statement is sent.

e For most time accounts, before the account matures.

The regulation also includes requirements on the payment of interest, the methods of calculating the
balance on which interest is paid, the calculation of the annual-percentage yield, and advertising.

Approved — FFIEC
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Consumer Affairs Laws Section 1365
and Regulations

COVERAGE (§ 230.1)

Regulation DD applies to all depository institutions, except credit unions, that offer deposit accounts to
residents of any state. Branches of foreign institutions located in the United States are subject to
Regulation DD if they offer deposit accounts to consumers. Edge Act and agreement corporations, and
agencies of foreign institutions, are not depository institutions for purposes of Regulation DD.

In addition, persons who advertise accounts are subject to the advertising rules. For example, if a
deposit broker places anfadvertisement offering consumers an account at a depository institution, the
advertising rules dpply to the advertisement, whether the account is to be held by the broker or directly
by the consumef.

DEFINITIONS (§ 230.2)

Section 230.2 defines key terms(used'th Regulation DD. Among those definitions are the following:

Account (§ 230.2(a))

An account is a deposit account at a depesitoryfistitution that is held by or offered to a consumer. It
includes time, demand, savings, and negotiablé”ordér of withdrawal accounts. Regulation DD covers
interest-bearing as well as noninterest-bearing accgunts.

Advertisement (§ 230.2(b))

An advertisement is a commercial message, appearing‘in.afly médium, that promotes directly or
indirectly (a) the availability or terms of, or a deposit in, a new acceuntjand (b) for purposes of sections
230.8(a) (misleading or inaccurate advertisements) and 230.11 (additional dis€lesure requirements for
institutions advertising the payment of overdrafts), the terms of, @t a deposit 1, a new or existing
account. An advertisement includes a commercial message in visual, ogdl, or print media that invites,
offers, or otherwise announces generally to prospective customers the ‘awailability or terms of, or a
deposit in, a consumer account. Examples of advertisements include telephone solicitations and
messages on automated teller machine screens.

Annual Percentage Yield (§ 230.2(c))

An annual percentage yield is a percentage rate reflecting the total amount of interest paid on an
account, based on the interest rate and the frequency of compounding for a 365-day period, or 366-day
period during leap years, and calculated according to the rules in Appendix A of Regulation DD.
Interest or other earnings are not to be included in the annual percentage yield if the circumstances for
determining the interest and other earnings may or may not occur in the future (see Appendix A,
footnote 1).
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Average Daily Balance Method (§ 230.2(d))

The average daily balance method is the application of a periodic rate to the average daily balance
in the account for the period. The average daily balance is determined by adding the full amount of
principal in the account for each day of the period and dividing that figure by the number of days in the
period.

Board (§ 230.2(e))

The Board meads theBoard of Governors of the Federal Reserve System.

Bonus (§ 230.2(f))

A bonus is a premium, gift, awardj or ogher consideration worth more than $10 (whether in the form
of cash, credit, merchandise, ¢f any equivalent) given or offered to a consumer during a year in
exchange for opening, maintaifiing, fénewings or increasing an account balance. The term does not
include interest, other consideration™wogth $10 of less given during a year, the waiver or reduction of a
fee, or the absorption of expenses.

Business Day (§ 230.2(g))

A business day is a calendar day other than a Saturdayg@ Susday, or any of the legal public holidays
specified in 5 USC § 6103(a).

Consumer (§ 230.2(h))

A consumer is a natural person who holds an account primaxily forfpersonal, family, or household
purposes, or to whom such an account is offered. The term does n@g includefaccéunts held by a natural
person on behalf of another in a professional capacity or accountsdheld by jindividuals as sole
proprietors.

Daily Balance Method (§ 230.2(i))

The daily balance method is the application of a daily periodic rate to the full amount of principal
in the account each day.

Depository Institution (§ 230.2(j))

The terms, depository institution and institution are defined in section 19(b)(1)(A)()-(vi) of the
Federal Reserve Act (12 USC 461). Credit unions are defined in section 19(b)(1)(A)(iv). Branches of
foreign institutions located in the United States are subject to the regulation if they offer deposit
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accounts to consumers. Edge Act and agreement corporations, and agencies of foreign institutions, are
not depository institutions for purposes of this regulation.

Deposit Broker (§ 230.2(k))

A deposit broker is a person who is in the business of placing or facilitating the placement of
deposits in an institution, as defined by section 29(g) of the Federal Deposit Insurance Act (12 USC

§ 1831£(0).

Fixed-rate Account (§230.2(1))

A fixed-rate account s an account for which the institution contracts to give at least 30 calendar
days’ advance written nogice of'decreases in the interest rate.

Grace Period (§ 230.2(m))

A grace period is a period followingghe matugity of an automatically renewing time account during
which the consumer may withdraw funds without beig assessed a penalty.

Interest (§ 230.2(n))

Interest is any payment to a consumer or to an accountffor theyuse of funds in an account, calculated
by applying a periodic rate to the balance. Interest d@es nef'include the payment of a bonus or other
consideration worth $10 or less during a year, the waivét or reduction of a fee, or the absorption of
expenses.

Interest Rate (§ 230.2(0))

An interest rate is the annual rate of interest paid on an account anddoes not geflect compounding.
For purposes of the account disclosures in section 230.4(b)(1)(i), the inter€st ratefmay, but need not, be
referred to as the “annual percentage rate” in addition to being referred to as the “interest rate.”

Passbook Savings Account (§ 230.2(p))

A passbook savings account is a savings account in which the consumer retains a book or other
document in which the institution records transactions on the account. Passbook savings accounts
include accounts accessed by preauthorized electronic fund transfers to the account. As defined in
Regulation E, a preauthorized electronic fund transfer is an electronic fund transfer authorized in
advance to recur at substantially regular intervals. Examples include an account that receives direct
deposit of Social Security payments. Accounts permitting access by other electronic means are not
passbook savings accounts and must comply with the requirements of section 230.6 if statements are
sent four or more times a year.
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Periodic Statement (§ 230.2(q))

A periodic statement is a statement setting forth information about an account (other than a time
account or passbook savings account) that is provided to a consumer on a regular basis four or more
times a year.

State (§ 230.2(r))

A state is a stategthe District of Columbia, the commonwealth of Puerto Rico, and any territory or
possession of theé'United States.

Stepped-rate Account (§ 230.2(s))

A stepped-rate account is anfaccount that has two or more interest rates that take effect in
succeeding periods and are known when ghe account is opened.

Tiered-rate Account (§ 230.2(t))

A tiered-rate account is an accountythat hasftwo,or more interest rates that are applicable to
specified balance levels. A requirement to maingdtn agninimum balance to earn interest does not make
an account a tiered-rate account.

Time Account (§ 230.2(u))

A time account is an account with a maturity of at leastisevenddaysdngyvhich the consumer generally
does not have a right to make withdrawals for six days after the accgunt is @pened, unless the deposit is
subject to an early withdrawal penalty of at least seven days’ interést on'the amount withdrawn.

Variable-rate Account (§ 230.2(v))

A variable-rate account is an account in which the interest rate may change after the account is
opened, unless the institution contracts to give at least 30 calendar days’ advance written notice of rate
decreases.

GENERAL REQUIREMENTS (§ 230.3(A) AND (B))

Section 230.3 outlines the general requirements for account disclosures and periodic-statement
disclosures. Such disclosures are required to be:

e C(Clear and conspicuous;
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e In writing;
e In aform the consumer may keep;
e C(learly identifiable for different accounts, if disclosures for different accounts are combined;

e Reflective of the terms of the legal obligation of the account agreement between the consumer
and the depositoggiastitution;

e Available infEnglishyapon request if the disclosures are made in languages other than English;
and

e Consistent in termin@logy when describing terms or features that are required to be disclosed.

Payment of Interest

The “interest rate” is the annual rafe of interest paid on an account which does not reflect
compounding. In general, an institution pays “interest”’ through the application of a periodic rate to an
account balance. Interest does not includéath@ absérptien of expenses, forbearance in charging fees, or
the payment of bonuses. Regulation DD doesfiot téquire an institution to pay consumers interest for
the use of funds in an account. However, if an ins@itution doés pay interest on an account, the following
rules apply:

e Interest must be paid on the full principal balance id the account each day. A daily rate of at
least 1/365 (or 1/366 in a leap year) of the interest ragec_mdst bé applied to the balance. An
institution may apply a daily periodic rate that is greater thapf1A3656f the interest rate (for
example, a daily petiodic rate of 1/360) as long as it is appliedi365 days a year.

e Fither the daily balance method or the average daily balance methodfmust be used to calculate
the balance on which interest is paid. The “daily balance method” applies a ddily periodic rate to
the entire principal balance every day. The “average daily balance method” applies a daily
periodic rate to the average principal balance. The average principal balance is the sum of the
entire principal balance for each day of the period, divided by the number of days in the period.

e Consumers may be required to maintain a minimum balance to earn interest. An institution
using the daily balance method may choose not to pay interest for those days balances drop
below the required daily minimum balance. An institution using the average daily balance
method may choose not to pay interest if the average balance for the period falls below the
minimum. If an institution imposes a minimum balance, it must use the same method to
calculate whether the minimum balance is met as it uses to calculate interest. If it would benefit
consumers unequivocally, an additional method can be used to determine if the minimum
balance requirement is met.
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e An institution may choose how often it will credit interest to interest-bearing accounts. It may
also choose whether to compound interest, and if so, how often the compounding will occur. If
a consumer closes an account between crediting dates, an institution may choose not to pay
accrued but uncredited interest.

e Interest must begin to accrue no later than when the institution must begin accruing interest for
interest-bearing accounts under section 606 of the Expedited Funds Availability Act (12 USC
4005 et seq.) anddRegulation CC (12 CFR 229.14). In addition, once interest starts to accrue, it
must continugfto acctue until funds are withdrawn. However, an institution need not pay
interest dusing a|geac¢e period for automatically renewable time accounts if the consumer
decides during the gracegperiod not to renew the account or after a nonautomatically renewable
time account matgres

Electronic Disclosures

Regulation DD disclosures may be provided®eythe consumer in electronic form, subject to compliance
with the consumer consent and other applicable|provisions of the Electronic Signatures in Global and
National Commerce Act (E-Sign Act) (15 USC 7001 et seq.).

The E-Sign Act does not mandate that institutions @f/consumers use or accept electronic records or
signatures. It does, however, permit institution's tofsatisfy ang statutory or regulatory requirements that
information, such as Regulation DD disclosures, be provided infwriting to a consumer by providing the
information electronically after obtaining the consumer’s affifmativie consent. But before the consumer
can give consent, the institution must provide the consuffier with/a clear and conspicuous statement,
informing the consumer of:

e Any right or option to have the information provided in papef or nonelectrenic form.

e The right to withdraw the consent to receive information electrofiically and the consequences,
including fees, of doing so.

e The scope of the consent (whether the consent applies only to a particular transaction or to
identified categories of records that may be provided during the course of the parties’
relationship).

e The procedures to withdraw consent and to update information needed to contact the
consumer electronically.

e The methods by which a consumer may obtain, upon request, a paper copy of an electronic
record after having given consent to receive the information electronically and whether any fee
will be charged.

Office of Thrift Supervision September 2010 Examination Handbook 1365.7



Consumer Affairs Laws Section 1365
and Regulations

Prior to consenting, the institution must provide the consumer with a statement of the hardware and
software requirements for access to and retention of the electronic information. The consumer must
consent electronically or confirm consent electronically in a manner that “reasonably demonstrates that
the consumer can access information in the electronic form that will be used to provide the
information that is the subject of the consent.”

After the consent, if an institution changes the hardware or software requirements such that a
consumer may be préyented from accessing and retaining information electronically, the institution
must notify the comSumetyof the new requirements and must allow the consumer to withdraw consent
without charge.

Under section 230.10(c), the disclesures required by sections 230.4(a)(2) (Disclosures Upon Request)
and 230.8 (Advertising)fmay be provided to the consumer in electronic form without regard to the
consumer consent or otheg provisiéns @f the E-Sign Act, as set forth in those sections of Regulation
DD. For example, under scetigh 230.4(a)(2) (Disclosures Upon Request), if a consumer who is not
present at the institution makesjia request fog disclosures, the institution may provide the disclosures

electronically if the consumer agreés®without regard to the consumer consent or other provisions of the
E-Sign Act.

Relation to Regulation E (§ 230.3(¢€))

Disclosures required by and provided in accordance withgthe Electronic Fund Transfer Act (15 USC
§ 1693 et seq.) and its implementing Regulation Ef@2 CER “part 205), that are also required by
Regulation DD, may be substituted for the disclosures géquired by this regulation. Compliance with
Regulation E is deemed to satisfy the disclosure requirements of Régulaion DD, such as when:

e An institution changes a term that triggers a notice under Reg@latiofn, E, and uses the timing and
disclosure rules of Regulation E for sending change-in-term notices.

e Consumers add an ATM access feature to an account, and the institution provides disclosures
pursuant to Regulation E, including disclosure of fees (see 12 CFR 205 %)

e An institution, complying with the timing rules of Regulation E, discloses at the same time fees
for electronic services (such as for balance inquiry fees at ATMs) required to be disclosed by
this regulation but not by Regulation E.

e An institution relies on Regulation E’s rules regarding disclosure of limitations on the frequency
and amount of electronic fund transfers, including security-related exceptions. But any
limitations on intra-institutional transfers to or from the consumer’s other accounts during a
given time period must be disclosed, even though intra-institutional transfers are exempt from
Regulation E.
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OTHER REQUIREMENTS (§ 230.3(D) - (F))

Other general disclosure requirements include the following:

Multiple Consumers (§ 230.3(d))

If an account is held By more than one consumer, the institution may make disclosures to any one of
the consumers.

Oral Response to Inquiries (§ 230.3(e))

If an institution chooses{to progide rate information orally, it must state the annual percentage yield and
may state the interest ratcpHowevel, théyinstitution may not state any other rate. The advertising rules
do not cover an oral response tgha rate inquiry.

Rounding and Accuracy Rules for Rates and Yields (§ 230.3(f))

The rounding and accuracy requirementsjare as follows:

¢ Rounding — The annual percentage yieldj thednnual pescentage yield earned, and the interest
rate must be rounded to the nearest one‘hundfedth” ofgone percentage point (.01%) and
expressed to two decimal places. (For account dis¢lgsuresfthetinterest rate may be expressed to
more than two decimal places.) For example, if an"anatal percefitage yield is calculated at 5.644
percent, it must be rounded down and disclosed as 5.64, percedt, ogfif annual percentage yield is
calculated at 5.645 percent, it must be rounded up and diselosedds 5.654percent.

e Accuracy — The annual percentage yield (and the annual percentagedyicld earned) will be
considered accurate if it is not more that one-twentieth of one percefitage point (.05 percent)
above or below the annual percentage yield (and the annual percehtage yield earned) that are
calculated in accordance with Appendix A of Regulation DD.

ACCOUNT DISCLOSURES (§ 230.4)

Section 230.4 covers the delivery and content of account disclosures both at the time an account is
open and when requested by a consumer.
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Delivery of Account Disclosures (§ 230.4(a))

Disclosures at Account Opening (§ 230.4(a)(1))

A depository institution must provide account disclosures to a consumer before an account is opened
or a service is provided, whichever is earlier. (An institution is deemed to have provided a service when
a fee, required to be disclosed, is assessed.) An institution must mail or deliver the account opening
disclosures no later than ten business days after the account is opened or the service is provided,
whichever is earlietif theleonsumer:

e Is not present when the aéeount is opened or the service is provided, and

e Has not received thé disclosures.

If a consumer who is not presént at the institution uses electronic means (for example, an Internet
website) to apply to open anfaccouht ot to request a service, the institutions must provide the
disclosures before opening the accéufit of providing the service.

Disclosures Upon Request (§ 230.4(a)(2))

A depository institution must provide full acédunggisclosures, including complete fee schedules, to a
consumer upon request. Institutions must compl§with all #€quests for this information, whether or not
the requester is an existing customer or a prospectivefcustgmety, A response to an oral inquiry (by
telephone or in person) about rates and yields or fees d@es not tfigger the duty to provide account
disclosures. However, when consumers ask for writtefiianformagion about an account (whether by
telephone, in person, or by other means), the institution mustspfovidé disclesures, unless the account is
no longer offered to the public.

If the consumer makes the request in person, the institution must ptevidefthe diselosures at that time.
If a consumer is not present when the request is made, the institufion must mail or deliver the
disclosures within a reasonable time after it receives the request. Ten Dbusiness days is considered a
reasonable time for responding to requests for account information that a consumer does not make in
person, including requests made by electronic means (such as by electronic mail).

If a consumer who is not present at the institution makes a request for account disclosures, including a
request made by telephone, e-mail, or via the institution’s website, the institution may send the
disclosures in paper form, or if the consumer agrees, may provide the disclosures electronically, such as
to an e-mail address that the consumer provides for that purpose, or on the institution’s website,
without regard to the consumer consent or other provisions of the E-Sign Act. The institution is not
required to provide, nor is the consumer required to agree to receive, the disclosures required by
section 230.4(a)(2) in electronic form.
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When providing disclosures upon the request of a consumer, the institution has several choices of how
to specify the interest rate and annual percentage yield. The institution may disclose the rate and yield
offered:

e Within the most recent seven calendar days,
e As of an identified date, or

e Currently by pgovidingia telephone number for consumers to call.

Further, when providing dis€lesures upon the request of a consumer, the institution may state the
maturity of a time acgountfas,a terfn rather than a date. Describing the maturity of a time account as “1
year” or “6 months,” fof example, illustrates a statement of the maturity as a term rather than a date
(“January 10, 20107).

Content of Account Disclosures(§ 230.4(b))

Account disclosures must include, as applicable,‘information on the following (see Appendix A and B
of Regulation DD for information on théyanaual pércentage yield calculation and for model clauses for
account disclosures and sample forms):

Rate Information (§ 230.4(b)(1))

An institution must disclose both the “annual percentag€yield” and the “interest rate,” using those
terms.

For fixed-rate accounts, an institution must disclose the period of time,that the interest rate will be in
effect.

For variable-rate accounts, an institution must disclose all of the following:
e The fact that the interest rate and annual percentage yield may change.
e How the interest rate is determined.

e The frequency with which the interest rate may change.

e Any limitation on the amount the interest rate may change.
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Compounding and Crediting (§ 230.4(b)(2))

An institution must disclose the frequency with which interest is compounded and credited. In cases
where consumers will forfeit interest if they close an account before accrued interest is credited, an
institution must state that interest will not be paid.

Balance Information (§ 230.4(b)(3))
An institution mustdisclese the following information about account balances:

¢ Minimum balanceé'requirements — An institution must disclose any minimum balance
requirement to:

— Open the accounty
— Avoid the imposition ofia feejor
— Obtain the annual percentage yield discloged.

In addition, the institution must disclosé®howgthe balance is determined to avoid the imposition of a
fee or to obtain the annual percentage yields

e Balance computation method — An explanation of the balance-computation method,
specified in section 230.7 of Regulation DD, thatifs yséd to calculate interest on the account.
An institution may use different methods or periods to calculate minimum balances for
purposes of imposing a fee and accruing interest. TheWnstifutiofi” must disclose each method
and corresponding period.

e When interest begins to accrue — An institution must statéfwhendhterestibegins to accrue
on noncash deposits.

Fees (§ 230.4(b)(4))

An institution must disclose the amount of any fee that may be imposed in connection with the account
(or an explanation of how the fee will be determined) and the conditions under which the fee may be
imposed. Examples of fees that must be disclosed are:

e Maintenance fees, such as monthly service fees.

e Feesto open ot to close an account.

e TFees related to deposits or withdrawals, such as fees for use of the institution’s ATMs.
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e Fees for special services, such as stop-payment fees.

Institutions must state if fees that may be assessed against an account are tied to other accounts at the
institution. For example, if an institution ties the fees payable on a NOW account to balances held in
the NOW account and a savings account, the NOW account disclosures must state that fact and
explain how the fee is determined.

An institution must specify the categories of transactions for which an overdraft fee may be imposed.
For example, it isgufficiént to state that the fee applies to overdrafts “created by check, in-person

withdrawal, ATM withdrawal, ot other electronic means.” However, it is insufficient to state that a fee
applies “for overdraftiitems.’

Transaction Limitations (§ 230.4(b)(5))

An institution must discloseé afty limitations on the number or dollar amount of withdrawals or
deposits. Examples of such limitationsinclude:

e Limits on the number of checks that may be ayritten on an account within a given time period.
e Limits on withdrawals or deposits during theffermédf a time account.
e Limits under Regulation D (Reserve Requiréments ondDepesitory Institutions) on the number

of withdrawals permitted from money market dep@sit ageounts by check to third parties each
month.

Features of Time Accounts (§ 230.4(b)(6))

For time accounts, an institution must disclose information about the followidg features:

e Time requirements — An institution must state the maturity ddte and, f@r “callable” time
accounts, the date or circumstances under which an institution may redeeft a time account at
the institution’s option.

e Early withdrawal penalties — An institution must state the following:

— If a penalty will or may be imposed for eatly withdrawal.

— How it is calculated.

— The conditions for its assessment.

An institution may, but does not need to, use the term “penalty” to describe the loss of interest that
consumers may incur for early withdrawal of funds from an account.

Office of Thrift Supervision September 2010 Examination Handbook 1365.13



Consumer Affairs Laws Section 1365
and Regulations

Examples of early withdrawal penalties include:

— Monetary penalties, such as “$10.00” or “seven days’ interest plus accrued but uncredited
y P > Yy p
interest.”

— Adverse changes to terms such as a lowering of the interest rate, annual percentage yield, or
compounding frequency for funds remaining on deposit.

— Reclamatioft of bohuses.

e Withdrawal of interest prior to maturity — An institution must disclose the following, as
applicable:

— A statement that the annual pétcentage yield assumes interest remains on deposit until
maturity and that a withdrawal will reduce earnings for accounts where

= Compounding occurs dutingfthe termy and
= Interest may be withdrawn pfier te mat@rity,.or

— A statement that interest cannot remaifl onddep@sit amd that payout of interest is mandatory
for accounts where:

= The stated maturity is greater than one year,
= Interest is not compounded on an annual or more*frequefit basis,
= Interest is required to be paid out at least annually, and

= The annual percentage yield is determined in accordance with section & of Appendix A
of Regulation DD.

e Renewal policies — An institution must state whether an account will, or will not, renew
automatically at maturity. If it will, the statement must indicate whether a grace period will be
provided and, if so, must indicate the length of that period. For accounts that do not renew
automatically, the statement must indicate whether interest will be paid after maturity if the
consumer does not renew the account.

Bonuses (§ 230.4(b)(7))

For bonuses, an institution must disclose:

e The amount or type of any bonus.
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e When the bonus will be provided.

¢ Any minimum balance and time requirements to obtain the bonus.

SUBSEQUENT DISCLOSURES (§ 230.5)

Section 230.5 coversghe required disclosures when the terms of an account change, resulting in a
negative effect on ghe cofisumer. In addition, this section covers the required disclosures for both time
accounts that aufomatically renew and have a maturity longer than one month and time accounts that
do not renew automatically agdthave a maturity of longer than one year.

Change in Terms(§ 230.5(a))

Advance Notice Required (§ 230.5(a)(1))

An institution must give advance néticefo affected consumers of any change in a term that is required
to be disclosed if the change may reduge the anAmnal percentage yield or adversely affect the consumer.
The notice must include the effective date of the&hange and must be mailed or delivered at least 30
calendar days before the effective date of the chafige.

No Notice Required (§ 230.5(a)(2))
An institution is not required to provide a notice for any of the following changes:

e For variable-rate accounts, any change in the interest rat€ anddeorresponding changes in the
annual percentage yield.

e Any changes in fees assessed for check printing.

e TFor short-term time accounts, any changes in any term for accountSWwith maturities of one
month or less.

e The imposition of account maintenance or activity fees that previously had been waived for a
consumer when the consumer was employed by the depository institution, but who is no longer
employed there.

e The expiration of a one-year period that was part of a promotion, described in the account
opening disclosures, for example, to “waive $4.00 monthly service charges for one year.”
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Notice for Time Accounts Longer Than One Month That Renew
Automatically (§ 230.5(b))

For automatically renewing time accounts with maturities longer than one month, an institution must
provide different disclosures depending on whether the maturity is longer than one year or whether the
maturity is one year or less. The institution must provide all disclosures before maturity. We summarize
the requirements in Table 1.
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Section 1365

Table 1

SUBSEQUENT NOTICE REQUIREMENTS FOR TIME ACCOUNTS

Maturity Automatically Renewable (Rollover) Non-automatically Renewable
(Non-rollover)
> One Year Timing Timing
(a)4 30 calendar days before maturity, 10 calendar days before maturity
or Content
(b) 20 calendar days before end of grace period, if | Maturity date, and whether or not interest will
a graecé period iStat least 5 calendar days be paid after maturity (§ 230.5(c))
Content
(a) Date existing\account matures.
(b) Disclosures for a'new account (§230.4(b))
If terms have not been determined, indicate
this fact, state the date'when.they will'be
determined, and provide a telephone number
to obtain the terms (§ 230.5(b)(1)).
> One Month Timing No‘subsequent notice required
and (@) 30 calendar days before maturity,
< One Year or

(b) 20 calendar days before end of grace period, if
a grace period is at least 5 calendar days

Content
(a) Disclosures required under § 230.5(b)(1),

or

(b) Date of maturities of existing and new account,
any change in terms, and a difference in terms
between new account and ones of existing
account.

If terms have not been determined, indicate
this fact, state the date when they will be
determined, and provide a telephone number
to obtain the terms (8§ 230.5(b)(2)).
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Maturities Longer Than One Year (§ 230.5(b)(1))

If the maturity is longer than one year, the institution must provide the date the existing account
matures and the required account disclosures for a new account, as described in section 230.4(b). If the
interest rate and annual percentage yield that will be paid for the new account are unknown when
disclosures are provided, the institution must state the following:

e That those rates haye not yet been determined.

e The date whefi'they will be determined.

e A telephone number fof consmmers to call to obtain the interest rate and the annual percentage
yield for the new acgbunt.

Maturities Longer Than One Month but No More Than One Year (§ 230.5(b)(2))
If the maturity is longer than one'mefith Sut lessjthan or equal to one year, the institution must either:
e Provide the disclosures required in section 230.5()(1) for accounts longer than one year; or
e Disclose to the consumer:

— The date the existing account matures and the filefv maurity date if the account is renewed;

— The interest rate and the annual percentage yield'for the néw agcount if they are known. If
the rates have not yet been determined, the institutiofimmiist disclose:

= The date when they will be determined, and

= A telephone number the consumer may call to obtain the ifiterest rage and the annual
percentage yield for the new account; and

— Any difference in the terms of the new account as compared to the terms required to be
disclosed for the existing account.

Delivery (§ 230.5(b))

The institution must mail or deliver all disclosures at least 30 calendar days before maturity of the
existing account. Alternatively, the institution may mail or deliver the disclosures at least 20 calendar
days before the end of the grace period on the existing account, provided a grace period of at least five
calendar days is allowed.
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Notice for Time Accounts Longer Than One Year That Do Not Renew
Automatically (§ 230.5(c))

For time accounts with maturity longer than one year that do not renew automatically at maturity, an
institution must disclose to consumers the maturity date and whether interest will be paid after

maturity. The institution must mail or deliver the disclosures at least 10 calendar days before maturity of
the existing account. The requirements are summarized in Table 1.

PERIODIC STATEMENT DISCLOSURES (§ 230.6)

Regulation DD does/fot géquircinstitutions to provide periodic statements. However, for institutions
that mail or deliver pesiodicistatements, section 230.6 sets forth specific information that must be
included in a periodic statement.

General Requirements (§ 230.6(a))

The statement must include the followifig disclosures:

Annual Percentage Yield Earned (§ 230.6(a)(1))

An institution must state the annual percentage yield'earned ddring the statement period, using that term,
and calculated according to Appendix A of Regulation D).

Amount of Interest (§ 230.6(a)(2))

An institution must state the dollar amount of interest earned dugifig'the statement period, whether or
not it was credited. In disclosing interest earned for the period, an thstigdfien must use the term
“interest” or terminology such as:

e “Interest paid,” to describe interest that has been credited; or

e “Interest accrued” or “interest earned,” to indicate that interest is not yet credited.

Fees Imposed (§ 230.6(a)(3))

An institution must report any fees that are required to be disclosed and that were debited to the
account during the statement period, even if assessed for an eatlier period. The fees must be itemized
by type and dollar amounts. When fees of the same type are imposed more than once in a statement
period, an institution may itemize each fee separately or group the fees together and disclose a total
dollar amount for all fees of that type. When fees of the same type are grouped together, the
description must make clear that the dollar figure represents more than a single fee, for example, “total
fees for checks written this period.” The Staff Commentary provides examples of fees that may not be
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grouped together. For example, an institution must separately identify whether a fee was for the
payment of an overdraft or for returning the item unpaid.

Total overdraft and returned item fees, if any, must also be disclosed on the periodic statement. An
institution must provide totals for fees for the payment of overdrafts and totals for items returned
unpaid, both for the statement period and for the calendar year to date. See section 230.11(a)(1) and (2).
(The institution may, however, continue to itemize overdraft and returned item fees.)

Length of Period.(§ 230.6(a)(4))

An institution must iadicategfhe total number of days in the statement period, or the beginning and
ending dates of the periodi Instititions providing the beginning and ending dates of the period must
make clear whether botll datestare included in the period.

Combined Statements (Staff Commentary § 230.6(a)-3)

Institutions may provide informatién dbout an account (for example, a Money Market Deposit
Account) on the periodic statement fof anothet account (such as a Negotiable Order of Withdrawal
account) without triggering the disclosufes requireddy this section, as long as:

e The information is limited to the account@umbér, the type of account, or balance information,
and

e The institution also provides a periodic statement complying with this section for each account.

Aggregate Fee Disclosure (§ 230.6(a)(5))

e If an institution charges a consumer overdraft and returned itef fees, it gausg disclose them on
the consumer’s periodic statement as required by section 230.11 (a)

Special Rule for Average Daily Balance Method (§ 230.6(b))

Section 230.6 has special periodic statement requirements for an institution using the average daily
balance method and calculating interest for a period other than the statement period. In these
situations, an institution must calculate and disclose the annual percentage yield earned and amount of
interest earned based on the time period used rather than the statement period. In addition, when
disclosing the length of period requirement on the periodic statement, an institution must state this
information for the statement period as well as the interest-calculation period. See Staff Commentary
for examples.
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PAYMENT OF INTEREST (§ 230.7)
Section 230.7 covers the payment of interest, including how to determine the balance on which to pay

interest, the daily periodic rate to use, and the date interest begins to accrue.

Permissible Methods to Determine Balance to Calculate Interest
(§ 230.7(a)(1))

An institution musticalculate interest on the full amount of principal in an account for each day by
using one of thedollowing/methods:

e Daily balance method, whefe, the daily periodic rate is applied to the full amount of principal
in the account eachday.

e Average daily balance methodywhere a periodic rate is applied to the average daily balance in
the account for the period. Fhe awerage.daily balance is determined by adding the full amount
of principal in the account for@aeh day of the period and dividing that figure by the number of
days in the period.

The following are prohibited calculation methodss

¢ Ending-balance method, where interest is€paid on the balance in the account at the end of
the period.

¢ Low-balance method, where interest is paid based“en the lowesgbalance in the account for
any day in that period.

e Investable-balance method, where interest is paid on a per€entage of ghejbalance, excluding
the amount set aside for reserve requirements.

Use of 365-day basis (Staff Commentary § 230.7(a)(1)-2)

Institutions may apply a daily petiodic rate greater than 1/365 of the interest rate — such as 1/360 of
the interest rate — as long as it is applied 365 days a year.

Leap Year (Staff Commentary § 230.7(a)(1)-4)

Institutions may apply a daily rate of 1/366 or 1/365 of the interest rate for 366 days in a leap year, if
the account will earn interest for February 29.

Maturity of Time Accounts (Staff Commentary § 230.7(a)(1)-5)

Institutions are not required to pay interest after time accounts mature.
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Dormant Accounts (Staff Commentary § 230.7(a)(1)-6)

Institutions must pay interest on funds in an account, even if inactivity or the infrequency of
transactions would permit the institution to consider the account to be “inactive” or “dormant” (or
similar status) as defined by state, other laws, or the account contract.

Permissible Methods to Determine Minimum Balance to Earn Interest
(§ 230.7(a)(2))

If an institutiongequites asminimum balance to earn interest, it must use the same method to determine
the required minimum) balanéetas it uses to determine the balance on which interest is calculated. For
example, if an institationgdreéquircsha $300 minimum balance that would be determined by using the
average daily balance méthod,then it must calculate interest based on the average daily balance method.
Further, an institution mayjuse an additiénal method that is unequivocally beneficial to the consumer.

Balances Below the Minimum (Staff Commentary § 230.7(a)(2)-1 and 2)

An institution that requires a minimum balance may choose not to pay interest for days or period when
the balance drops below the required minimum, gvhether they use the daily-balance method or the
average daily balance method to calculate interest

Paying on Full Balance (Staff Commentary § 230.7(a)(2)-4)

Institutions must pay interest on the full balance in“thedaccount that meets the required minimum
balance. For example, if $300 is the minimum daily balange requifed t@,carn interest, and a consumer
deposits $500, the institution must pay the stated interest rate¥efi thedull $500 and not just on $200.

Minimum Balance Not Affecting Interest (Staff Commentary § 230.7(a)(2)-7)

Institutions may use the daily balance, average daily balance, or any@ther computation method to
calculate minimum-balance requirements that do not involve the paymentiefimferest. For example, an
institution may use any computation method to compute minimum balances for assessing fees.

Compounding and Crediting Policies (§ 230.7(b))

This section does not require institutions to compound or credit interest at any particular frequency.
Institutions choosing to compound interest may compound or credit interest annually, semi-annually,
quarterly, monthly, daily, continuously, or on any other basis.

An institution may choose not to pay accrued interest if consumers close an account prior to the date
accrued interest is credited, as long as the institution has disclosed this practice in the initial account
disclosures.
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Date Interest Begins to Accrue (§ 230.7(c))

Interest shall begin to accrue not later than the business day specified for interest-bearing accounts in
section 606 of the Expedited Funds Availability Act, which states:

(13

interest shall accrue on funds deposited in an interest-bearing account at a depository
institution beginning not later than the business day on which the depository institution receives
provisional credit fer such funds.”

Interest shall acca@ieuntil the day funds are withdrawn.

ADVERTISING (§ 230:8)

Section 230.8 contains acc@unt advertistg requirements, including overall general rules and rules for
special account features. In additionj thefsection describes advertising involving certain types of media
and in-house posters that are exempt ffomgR€ulation DD’s advertising requirements.

General Advertising Rules (§230.8(a)'and (b))

Misleading or Inaccurate Advertising (§230.8(a))

An institution may not advertise in a way that is misléadifig offinaccurate or misrepresents its deposit
contract. In addition, an advertisement may not use the wotd*profit” in referring to interest paid on an
account.

An institution’s advertisement may not refer to or describe an a€€ountas “free” or “no cost” (or
contain a similar term such as “fees waived”) if a maintenance @t activity feeanay be imposed on the

account. Examples of such maintenance or activity fees include:

e Any fee imposed when a minimum-balance requirement is not met, owhen&onsumers exceed
a specified number of transactions.

e Transaction and service fees that consumers reasonably expect to be imposed on a regular basis.
e A flat fee, such as a monthly service fee.

e TFees imposed to deposit, withdraw, or transfer funds, including per-check or per-transaction
charges (for example, 25 cents for each withdrawal, whether by check or in person).

Examples of fees that are not maintenance or activity fees include:

e TFees not required to be disclosed under section 230.4(b)(4).
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e Check-printing fees.

e Balance-inquiry fees.

e Stop-payment fees and fees associated with checks returned unpaid.
e Fees assessed against a dormant account.

e Fees for ATMdoxg electtonic transfer services (such as preauthorized transfers or home banking
services) nof requifedg6 obtain an account.

If an account (or a specific accouniy service) is free only for a limited period of time (for example, for
one year following the @gcountiopening) the account (or service) may be advertised as free if the time
period is also stated.

If an electronic advertisement (Sch 2§ anadwertisement appearing on an Internet web site) displays a
triggering term (such as a bonus of‘anndéial percentage yield), described elsewhere in section 230.8, the
advertisement must clearly refer thé consumer to the location where the additional required
information begins. For example, an adyertisemedt that includes a bonus or annual percentage yield
may be accompanied by a link that directly tdkes ghe consumer to the additional information. As
discussed in section 230.3(a), electronic advertising disclosuses may be provided to the consumer in
electronic form without regard to the consumer consent offothesyprovisions of the E-Sign Act.

The Staff Commentary provides the following examplesdot advettisements that would ordinarily be
misleading, inaccurate, or misrepresent the deposit contract:

e Representing an overdraft service as a “line of credit,” unless the service is subject to the
Board’s Regulation Z, 12 part CFR 226.

e Representing that the institution will honor all checks or authorize ‘payment oOf all transactions
that overdraw an account, with or without a specified dollar limit, whefmthe institution retains
discretion at any time not to honor checks or authorize transactions.

e Representing that consumers with an overdrawn account are allowed to maintain a negative
balance when the terms of the account’s overdraft service require consumers promptly to return
the deposit account to a positive balance.

e Describing an institution’s overdraft service solely as protection against bounced checks when
the institution also permits overdrafts for a fee for overdrawing accounts by other means, such
as ATM withdrawals, debit card transactions, ot other electronic fund transfers.
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e Advertising an account-related service for which the institution charges a fee in an
advertisement that also uses the word “free” or “no cost” (or a similar term) to describe the
account, unless the advertisement clearly and conspicuously indicates that there is a cost
associated with the service. If the fee is a maintenance or activity fee under section 230.8(2)(2),
however, an advertisement may not describe the account as “free” or “no cost” (or contain a
similar term) even if the fee is disclosed in the advertisement.

Advertising Rate Information (§ 230.8(b))

When an institufion statesé@ rate of return in an advertisement it must do the following:
e State the rate as ag “agnual pereentage yield,” using that term.

e If the advertisement uses the abbreviation “APY,” state the term “annual percentage yield” at
least once in the advertisemeént.

e If the advertisement uses the termfinterest rate,” use the term in conjunction with, but not

more conspicuously than, the related annual percentage yield.

e It may not state any other rate except “annudl peséentage yield” or “interest rate”.

e Round the annual percentage yield, the annual peteenfage gield carned, and the interest rate to
the nearest one-hundredth of one percentage poit (.04%) and express them to two decimal
places.

An advertisement for a tiered-rate account that states an annual p€tcentage yield must also state the
annual percentage yield for each tier, along with corresponding mifiimum-balange requirements.

An advertisement for a stepped-rate account that states an interest rate maist staté all the interest rates
and the time period that each rate is in effect.

Required Advertising for Special Account Features (§ 230.8(c))

If an institution advertises an annual percentage yield for a product and the product includes one of the
features listed in sections 230.8(c)(1)-(6), then the institution must clearly and conspicuously disclose
the information outlined in sections 230.8(c)(1)-(6) as noted below. However, these requirements do
not necessarily apply if the situation falls under the exemptions of section 230.8(e).

Variable Rates (§ 230.8(c)(1))

For variable-rate accounts, the advertisement must state that the rate may change after the account is
opened.
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Time Annual Percentage Yield (APY) is Offered (§ 230.8(c)(2))

The advertisement must include the period of time during which the annual percentage yield will be
offered. Alternatively, the advertisement may state that the annual percentage yield is accurate as of a
specified date. The date must be recent in relation to the publication or media broadcast used for the
advertisement, taking into account the particular circumstances or production deadlines involved. An
advertisement may refer to the annual percentage yield as being accurate as of the date of publication, if
the date is on the publication itself.

Minimum Balance(§ 230.8(c)(3))

For accounts that have agfequited minimum balance, the advertisement must state the minimum
balance required to “obfain“the advertised annual percentage yield. For tiered-rate accounts, the
advertisement must statc'the minim@m¥balance required for each tier in close proximity and with equal
prominence to the applicabléanaual percentage yield.

Minimum Opening Deposit (§ 230.8(c)(4))

For an account that requires a minimum,deposit to @pen the account, the advertisement must state the
minimum deposit required to open the acédunt, if1t is@reater than the minimum balance necessary to
obtain the advertised annual percentage yield.

Effect of Fees (§ 230.8(c)(5))

An advertisement must state that fees could reduce the e@tnings on the account. This requirement only
applies to maintenance or activity fees.

Features of Time Accounts (§ 230.8(c)(6))

For time accounts, the advertisement must include:
e Term of the account.

e Farly withdrawal penalties — a statement that a penalty will or may be imposed for early
withdrawal.

e Required interest payouts — a statement that interest cannot remain on deposit and that payout
of interest is mandatory for noncompounding time accounts with the following features:

— The stated maturity is greater than one yeat.

— Interest is not compounded on an annual or more frequent basis.
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— Interest is required to be paid out at least annually.

— The annual percentage yield is determined in accordance with section E of Appendix A of
Regulation DD.

Bonuses (§ 230.8(d))

If an institution stafe§ya bonus in an advertisement, the advertisement must state clearly and
conspicuously thedollowing information, if applicable to the advertised product:

e “Annual percentage yield;” using that term.
e Time requirement toj@btainithe beaus.
e Minimum balance required g0 obtain‘¢the bonus.

e Minimum balance required to opeft’ the acgount, if it is greater than the minimum balance
necessary to obtain the bonus.

e Time when the bonus will be provided.

However, these requirements do not necessarily apply ifi'the Situation falls under the exemptions of
section 230.8(e). In addition, general statements such'as “bénus checking” or “get a bonus when you
open a checking account” do not trigger the bonus disclostires.

Exemption for Certain Advertisements (§ 230.8(e))

Section 230.8(e) exempts certain types of media and certain indoog,signs Fom $ome of the section’s
advertising rules.

Media Exemptions (§ 230.8(e)(1))

If an institution advertises through one of the following media, the advertisement does not need to
include information required under certain section 230.8 rules, as outlined below:

e Exempted media

— Broadcast or electronic media, such as television or radio. However, the exemption does
not extend to Internet and email advertisements.

— Outdoor media, such as billboards.
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— Telephone response machines. However, solicitations for a tiered-rate account made
through telephone-response machines must provide the annual percentage yields and the
balance requirements applicable to each tier.

e Exempted advertising requirements
— Information required for special account features involving variable rates, time an annual

percentage yiéldyis offered, minimum opening deposit, effect of fees, and eatly withdrawal
penalties f@f time agcounts.

— When bonusgs are advettised, information required related to a minimum balance to open
an account (if it i§ oteater than the minimum balance necessary to obtain the bonus) and
related to when‘ajtime the boaus will be provided.

Indoor Signs (§ 230.8(e)(2))

If an institution posts account informagion on signs inside its premises (or the premises of a deposit
broker), the postings are exempt from the advertiSinggrequirements for:

e Permissible rates
e When additional disclosures are required
e Bonuses

e Certain media exemption

If a sign, falling under this exemption, states a rate of return, it must

e State the rate as an “annual percentage yield,” using that term or the termg APY.” The sign
must not state any other rate, although the related interest rate may be statéd.

e Contain a statement advising consumers to contact an employee for further information about
applicable fees and terms.

Indoor signs include advertisements displayed on computer screens, banners, preprinted posters, and
chalk or peg boards. Any advertisement inside the premises that can be retained by a consumer (such as
a brochure or a printout from a computer) is not an indoor sign.
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Additional Disclosures in Connection With the Payment of Overdrafts
(§ 230.8(f))

In addition to the general requirement that advertisements not be misleading, an institution that
promotes the payment of overdrafts in an advertisement must also include in the advertisement the
disclosures required under section 230.11(b).

RECORD RETENTION (§ 230.9(c))

Section 230.9(c) covets the téeord retention requirements in order for an institution to demonstrate
compliance with Regulatioi DDRincluding rate information, advertising, and providing disclosures to
consumers at the appropftate time (including upon a consumer’s request).

Timing

Under Regulation DD, an institution mu$t retain fecords that evidence compliance for a minimum of
two years after the date that disclosuresiare requifed te be made or an action is required to be taken. In
addition, OTS requires all savings associatioas, affiliatesgand service corporations to retain records until
the saving association has two regular examinatiéns agd has resolved any supervisory matters raised in
the examination Evidence of Required Actions

An institution may demonstrate its compliance by:
e Establishing and maintaining procedures for paying ifiterest and prowiding timely disclosures.

e Retaining sample disclosures for each type of account offered tofeonsumers such as account-
opening disclosures, copies of advertisements, and change-#h-term”noti€es; and information
regarding the interest rates and annual percentage yields offered.

Methods of Retaining Evidence

An institution must be able to reconstruct the required disclosures and other required actions, but does
not need to maintain hard copies of disclosures and other records. It may keep records evidencing
compliance in microfilm, microfiche, or other methods that reproduce records accurately (including
computer files).

Payment of Interest

An institution must retain sufficient rate and balance information to permit the verification of interest
paid on an account, including the payment of interest on the full principal balance.
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SECTION 230.10 - [RESERVED]

ADDITIONAL DISCLOSURE REQUIREMENTS FOR OVERDRAFT SERVICES
(§ 230.11)

Section 230.11 contains periodic statement and advertising requirements for certain discretionary
overdraft services. Ahe, requirements address concerns about the uniformity and adequacy of
information provided to“eonsumers when they overdraw their deposit accounts. Specifically, they
address certain €ypes Ofysérvices — sometimes referred to as “bounced-check protection” or “courtesy
overdraft protection’] = whigh Mstitutions offer to pay consumers’ checks and other items when there
are insufficient fundsin the agcount: The requirements apply to all depository institutions, regardless of
whether they promote their ovepdraftgservices.

Periodic Statement Disclosures (§ 230.11(a))

Disclosure of Total Fees (§ 230.11(a)(1))

The institution must disclose on its periodi® statéments (if it provides periodic statements) separate
totals for the statement period and for the calep@ar year to date for:

e The total dollar amount for all fees or charges impoa$ed efigthe account for paying checks or
other items when there are insufficient or unavailable funds and the account becomes
overdrawn, using the term “Total Overdraft Fees”¢{the requitement to use the term “Total
Opverdraft Fees” is effective October 1, 2010), and

e The total dollar amount for all fees or charges imposed ofithe agcounthfor returning items

unpaid.

The aggregate fee disclosures must be placed in close proximity to the diselosureot any fee(s) that may
be imposed in connection with the account and must use a substantially simifafformat as shown below:
(see Appendix B of the regulation). The table must contain lines (or similar markings such as asterisks)
inside the table to divide the columns and rows.

Total for this period Total year-to-date
Total Overdraft Fees $60.00 $150.00
Total Returned Item Fees 0.00 30.00

The total dollar amount for paying overdrafts includes per-item fees as well as interest charges, daily or
other periodic fees, or fees charged for maintaining an account in overdraft status, whether the
overdraft is by check, debit card transaction, or by other transaction type. It also includes fees charged
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when there are insufficient funds because previously deposited funds are subject to a hold or are
uncollected. It does not include fees for transferring funds from another account of the consumer to
avoid an overdraft, or fees charged under a service subject to Regulation Z, 12 CFR 226.

The total dollar amount for all fees for returning items unpaid must include all fees charged to the
account for dishonoring or returning checks or other items drawn on the account. The institution must
disclose separate totals for the statement period and for the calendar year-to-date. Fees imposed when
deposited items are reflirned are not included. Institutions may use terminology such as “returned item
fee” or “NSF fee” 46 desctibe fees for returning items unpaid.

In the case of waived/fees, anfifastitution may provide a statement for the current period reflecting that
fees imposed during [a prefious pesiod were waived and credited to the account. Institutions may, but
are not required to, reflget thetadjustment in the total for the calendar year-to-date and in the applicable
statement period. For example, iffaninstitution assesses a fee in January and refunds the fee in
February, the institution could disclase ajyear-to-date total reflecting the amount credited, but it should
not affect the total disclosed fofithe Heébruaggstatement period, because the fee was not assessed in the
February statement period. If an ifsitutiOn asscsses and then waives and credits a fee within the same
cycle, the institution may, at its option reflect the adjustment in the total disclosed for fees imposed
during the current statement period and for theftotal for the calendar year-to-date. Thus, if the
institution assesses and waives the fee in the FHebruag§ statement period, the February fee total could
reflect a total net of the waived fee.

The disclosures under this section must be included ongperio@ic$tatements provided by an institution
starting the first statement period that began after Janudry 1, 2000. For example, if a consumet’s
statement period typically closes on the 15th of each mofth, an institution must provide the disclosures
required by this section on subsequent periodic statementsmfor thiat cémsumer beginning with the
statement reflecting the period from January 16, 2010 to Februaryd5,2010.

Advertising Disclosures for Overdraft Services (§ 230.11(b))

Disclosures (§ 230.11(b)(1))

Unless an exception in section 230.11(b)(2)-(4) applies, any advertisement promoting the payment of
overdrafts must disclose in a clear and conspicuous manner all of the following:

e The fee(s) for the payment of each overdraft.
e The categories of transactions for which a fee may be imposed for paying an overdraft.
e The time period by which the consumer must repay or cover any overdraft.

e The circumstances under which the institution will not pay an overdraft. It is sufficient to state,
as applicable, “Whether your overdrafts will be paid is discretionary and we reserve the right not
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to pay. For example, we typically do not pay overdrafts if your account is not in good standing,
or you are not making regular deposits, or you have too many overdrafts.”

Communications Not Subject to Additional Advertising Disclosures
(§ 230.11(b)(2))

The advertising disclosure rules for overdraft services do not apply in the following circumstances:

e An advertisemént promoting a service where the institution’s payment of overdrafts would be
agreed uponfin witting'and, subject to Regulation Z (12 CFR part 220).

e A communicatiofy bydniastitution about the payment of overdrafts in response to a consumer-
initiated inquiry abdut dep@sit aceounts or overdrafts. However, providing information about
the payment of overdrafts in re§ponse to a balance inquiry made through an automated system,
such as a telephone responge maghine, ATM, or an institution’s Internet site, is not a response
to a consumer-initiated inquity that is ex@Mpt from the advertising disclosures.

e An advertisement made through bfoadcast™or electronic media, such as television or radio.
However, this exception does not applygto advertisements posted on an institution’s Internet
site, on an ATM screen, provided on telephdne-response machines, or sent by electronic mail.

e An advertisement made on outdoor media, such as billboatds.

e An ATM receipt.

e An in-person discussion with a consumer.

e Disclosures required by federal or other applicable law.

e Information included on a periodic statement or on a notice informing a£onsumer about a
specific overdrawn item or the amount the account is overdrawn.

e A term in a deposit account agreement discussing the institution’s right to pay overdrafts.
e A notice provided to a consumer, such as at an ATM, that completing a requested transaction
may trigger a fee for overdrawing an account, or a general notice that items overdrawing an

account may trigger a fee.

e Informational or educational materials concerning the payment of overdrafts if the materials do
not specifically describe the institution’s overdraft service.
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e An opt-out or opt-in notice regarding the institution’s payment of overdrafts or provision of
discretionary overdraft services.

Exception for ATM Screens and Telephone Response Machines (§ 230.11(b)(3))

Any advertisement made on an ATM screen or using a telephone response machine is not required to
include the following:

® The categoriesgof transactions for which a fee may be imposed for paying an overdraft.

e The circumstances undegfwhich the institution will not pay an overdraft.

Exception for Indoor. Signs (§ 230.11(b)(4))

The advertising requirement tg diselosefees for the payment of each overdraft does not apply to
advertisements for the paymentief overdraftssen indoor signs, if the indoor sign contains a clear and
conspicuous statement that:

e Fees may apply, and

e Consumers should contact an employee forgfurther imformation about applicable fees and
terms.

An indoor sign covered under this exception is onefdescribed in section 230.8(¢)(2) and the
accompanying Staff Commentary. In addition to the Staff,Commientafy’s examples of advertisements
that are not considered indoor signs, an ATM screen is not considefed andindoor sign for purposes of
the overdraft disclosure requirements.

Account Balance Disclosures (§ 230.11(c))

In general, Section 230.11(c) covers how an institution displays a cems@imer’s account balance
information on automated systems, such as an ATM, when the institution will advance additional funds
to cover insufficient or unavailable funds in a consumer’s account. Specifically, if an institution
discloses balance information to a consumer through an automated system, the disclosed balance may
not include additional amounts that the institution may provide to cover an item when there are
insufficient or unavailable funds in the consumer’s account. This requirement covers additional funds
that an institution may provide under a service provided at the institution’s own discretion, a service
subject to Regulation Z (12 CFR 2206), or a service to transfer funds from another account of the
consumer. However, the institution may, at its option, disclose an additional, second account balance
that would include funds provided by the institution, if the institution prominently states that any such
second balance includes funds that the institution may provide to cover insufficient or unavailable
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funds in the consumer’s account and, if applicable, that additional funds are not available for all
transactions.

Additional amounts that may be included in balance. The balance may, but need not, include
funds that are deposited in the consumet’s account, such as from a check, that are not yet made
available for withdrawal in accordance with the funds availability rules under Regulation CC (12 CFR
229). In addition, the balance may, but need not, include funds that are held by the institution to satisfy
a prior obligation of the,consumer (for example, to cover a hold for an ATM or debit card transaction
that has been authefized But for which the bank has not settled).

Retail sweep programs. When disclosing a transaction account balance, an institution is not
required to exclude funds from theéyconsumer’s balance that may be transferred from another account
pursuant to a retail sweép account. In a retail sweep program, an institution establishes two legally
distinct subaccounts, a trafisaction subacgount and a savings subaccount. These two accounts together
make up the consumer’s accounft Retail sweep account programs typically:

e Comply with Regulation D,

e Prevent direct access by the consumer to the noafransaction subaccount that is part of the retail
sweep program, and

e Document on the consumer’s periodic statem@nts the ageount balance as the combined balance
in the subaccounts.

Disclosure of second balance. If an institution discl@ses additional balances that include funds
that may be provided to cover an overdraft, the institution Musggprominently state that the additional
balance(s) includes additional overdraft funds. The institution mayMiotisimplypstate, for instance, that
the second balance is the consumer’s “available balance,” or confains “availablefunds.” Rather, the
institution should provide enough information to convey that the seeend balance tacludes funds that
the institution may provide to cover insufficient or unavailable funds. Foffexample, the institution may
state that the balance includes “overdraft funds.” Where a consumer has fiet optéd into (or as
applicable, has opted out of) the institution’s discretionary overdraft service, any additional balance
disclosed should not include funds that otherwise might be available under that service. Where a
consumer has not opted into (or as applicable, has opted out of) the institution’s discretionary overdraft
service for some, but not all transactions (e.g., the consumer has not opted into overdraft services for
ATM and one-time debit card transactions), an institution that includes funds from its discretionary
overdraft service in the balance should convey that the overdraft funds are not available for all
transactions. For example, the institution could state that overdraft funds are not available for ATM
and one-time debit card transactions. Similarly, if funds are not available for all transactions pursuant to
a service subject to the Board’s Regulation Z (12 CFR 2206) or a service that transfers funds from
another account, a second balance that includes such funds should also indicate this fact.
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Automated systems. The balance disclosure requirement applies to any automated system through
which the consumer requests a balance, including, but not limited to, a telephone response system, the
institution’s Internet site, or an ATM. The requirement applies whether the institution discloses a
balance through an ATM owned or operated by the institution or through an ATM not owned or
operated by the institution (including an ATM operated by a non-depository institution). If the balance
is obtained at an ATM, the requirement also applies whether the balance is disclosed on the ATM
screen or on a paper receipt.

EFFECT ONSTATE LAWS (REGULATION DD - APPENDIX C)

Regulation DD preemptsgState law requirements that are inconsistent with the requirements of the
Truth in Savings Act (TISA)por Regulation DD. A state law is inconsistent if it contradicts the
definitions, disclosure reguiremends, @x interest-calculation methods outlined in the act or the
regulation. The regulation alsogprovides' that interested parties may request the Board to determine
whether a state law is inconsistefit with)the TISA.

REFERENCES

United States Code
12 USC 4301 et seq.  Truth in Savings Act

12 USC 4005 et seq.  Expedited Funds Availability Act

15 USC 7001 et seq.  Electronic Signatures in Global and National @emmesce Act (E-Sign Act)

Code of Federal Regulations
12 CFR Part 205 Electronic Fund Transfer (Regulation E)

12 CFR Part 229 Availability of Funds and Collection of Checks (Regulation CC)

12 CFR Part 230 Truth in Savings (Regulation DD)
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