VII. Abusive Practices — Federal Trade Commission Act

Examiners should use servicing and collection policies,
telephone scripts, training and compliance manuals, as well
as periodic statements and payment histories, in addition to
discussions with appropriate bank personnel, to determine:

1. Does the bank charge customers for products or services
they did not bargain for, like various credit protection
programs or insurance?

2. Are the amounts due stated and any associated fees or
charges on the periodic billing statements accurately and
clearly disclosed?

3. Does the bank ensure that the institution and its third party
servicers have and follow procedures to credit consumer
payments in a timely manner? Consumers should be clearly
told when and if monthly payments are applied to fees,
penalties, or other charges before being applied to regular
principal and interest.

4. Does the bank promptly post payments upon receipt?

5. Does the bank mail periodic statements in a manner
calculated to increase late payments?

6. Does the bank structure the product to trigger multiple
charges or fees for late payment or exceeding the credit
limit?

7. If the bank uses an automated call answering service for
billing questions, is there a mechanism to obtain a human
representative for questions that are unanswered or have
not been resolved?

8. Does the bank continue to contact consumers at work after
being advised not to do so?

9. Does the bank disclose the consumers’ debt to third-parties
without the consumer’s consent? Does the bank discontinue
calls to third-parties once they have notified the institution
that they do not have any location information about the
consumer?

10.Does the bank make repeated telephone calls to consumers
and/or third parties with the intent to annoy, abuse, or
harass any person at the number called?

Monitoring the Conduct of Employees and Third-Parties

Banks should have procedures in place to assure that their
employees and third-party contractors, as well as other
individuals and entities with whom they do business, avoid
engaging in unfair or deceptive acts or practices. Examiners
should evaluate how the bank monitors the activities of third-
party contractors, vendors and service providers to ensure that
they comply with the FTC’s prohibition on unfair or deceptive
acts.

Examiners should use training and policy manuals, scripts,
oversight and compliance policies, and discussions with
appropriate bank personnel, to respond to the following
questions:

1. Does the bank ensure that employees and third parties
who market or promote bank products, or service loans, are
adequately trained to avoid making statements or taking
actions that might be unfair or deceptive?

2. Does the bank review compensation arrangements for
bank employees as well as third-party contractors and

service providers to ensure that they do not create unintended
incentives to engage in unfair or deceptive practices,
particularly with respect to loan originations and collections?

3. Has the bank implemented and maintained effective risk
and supervisory controls to select and manage third-party
contractors or service providers?
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