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Office of the Staff Judge Advocate, Vandenberg AFB, California

December’s year-end issue helps to recognize that as the holiday shopping season is in full swing, credit card holders are especially vulnerable, and that the old-time adage of "buyer beware" is still the best advice for shoppers bombarded with a bewildering array of product choices and advertising blitzes.  
Consumer Credit: An Overview
Credit allows consumers to finance transactions without having to pay the full cost of the merchandise at the time of the transaction. A common form of consumer credit is a credit card account issued by a financial institution. Merchants may also provide financing products for which they sell. Also, banks may directly finance purchases through loans and mortgages. 

The law of consumer credit is primarily embodied in federal and state statutory laws. These laws protect consumers and provide guidelines for the credit industry. 

Congress passed the Consumer Protection Act in part to regulate the consumer credit industry.  It requires creditors to disclose credit terms to consumers.  The Act’s primary purpose is to protect consumers obtaining credit to finance their transactions, ensure that adequate credit is provided, and govern the credit industry in general.  The Act serves to regulate credit card companies, certain debt collectors, credit reporting agencies, and also prohibits discrimination based on sex or marital status in the extending of credit. 

Please maintain and distribute a copy of this issue for quick reference.  While the holidays can be fun, amid the frantic shopping rush consumers can become victims of bad deals, excess debt, charity scams or worse.
 


The Fair Credit Billing Act establishes procedures for disputing billing errors and the prompt correction of errors on open-end credit accounts. It also protects a consumer's credit rating while the consumer is settling a dispute, and provides a procedure for disputing billing errors and asserting claims against credit and charge card issuers for unsatisfactory products purchased from merchants.

The FCBA applies to all “open-end” credit transactions, such as credit cards, revolving charge accounts and overdraft checking accounts.  It applies also to transactions where a credit card number is used, but not the card itself.

What types of disputes are included?

· Merchandise the consumer refused to accept, returned or never received;
· Multiple charges for the same transaction;
· Payments the consumer made that were not credited to the account;
· Unauthorized charges;
· Charges that list the wrong date or amount; 
· Errors in computing a charge bill;
· Failure to send bills to consumer’s current address.
What is the procedure for disputing billing errors?

The consumer must notify the creditor by writing to the address the creditor provides for “billing inquiries” (NOT the “payment address”).  The letter must reach the creditor within 60 days after the first bill containing the error has been mailed to the consumer.  The letter must include enough information to identify the customer and explain the error.  After giving notice, the consumer is entitled to withhold payment of the disputed amount.  
What must the creditor do?

· Upon receiving notice, the creditor must conduct an investigation;

· The creditor must acknowledge the complaint, in writing, within 30 days of receipt;

· The creditor must resolve the dispute within 2 billing cycles;

· While investigating, the creditor may not take legal action to collect any disputed amount.

What if the dispute is settled in favor of the creditor?

If, after the FBCA dispute is settled, the consumer still believes the matter is in error, the consumer has 10 days after receiving the creditor’s explanation to write to the creditor.  In doing so, the consumer preserves the right to have the creditor report to the credit agency that the matter is in dispute at the same time the creditor reports that the consumer is delinquent.


The Fair Debt Collection Practices Act is designed to eliminate abusive, deceptive and unfair debt collection practices. It applies to third party debt collectors, or those who use a name other than their own, in collecting consumer debts. Very few commercial banks, savings banks, savings and loan associations, or credit unions are covered by this Act, since they usually collect only their own debts. Complaints concerning debt collection practices should generally be filed with the Federal Trade Commission.

What actions are prohibited by the Act?

1. Communications with the consumer—without the consent of the consumer, or a court order, a debt collector MAY NOT communicate with the consumer:

· At unusual, or inconvenient, times or places (0800-2100 at the consumer’s home is presumed convenient);

· If the debt collector knows the consumer is represented by an attorney;

· At the consumer’s place of employment; or

· After consumer notifies debt collector in writing that consumer refuses to pay the debt due to a dispute.

2. Oppressive acts—debt collector may not engage in any conduct that has purpose to harass, oppress or abuse any person in connection with a debt.

3. Contact with Third Parties—a debt collector may contact third parties to seek assistance in collection of a debt only if:

· The debtor has consented to such AFTER collection efforts have begun; or
· The debt collector has obtained a court order permitting such contact

When doing your holiday shopping, this question is harmless enough after the purchase is complete. 

However, the California Department of Consumer Affairs recommends that, when the question is about the method of payment, the implications of paying with plastic can last for months or even years. 

Consumers spend an average of $649 during the holidays on gifts and other seasonal items. By the time the New Year rolls around, the average household will have racked up $1,100 in credit card charges that will typically take four months or more to pay off.  Most people end up paying at least 20 percent in additional interest by the time they pay off their credit cards.

Before the next shopping trip, families are encouraged to sit down at their kitchen table and decide how much they can truly afford.

The Department of Consumer Affairs suggests three simple steps you can take to keep your holiday spending under control. 

· Sit down and make a written budget of both your gift buying and any other expenses (clothes, food, decorations, etc.) you anticipate during the holiday. Make sure the budget is realistic and affordable.
· List the people you will be shopping for and write the spending limit for each next to their names. Add up those limits to make certain you are still working within your budget. (This is the most common tip given by credit and debt counselors.)
· Before heading out to the stores, decide how you are going to pay for your purchases. Some debt counseling agencies recommend leaving your credit cards and checkbook at home and using only cash. 



The boom in e-commerce has recently shown that consumers consider the holiday season a great time of year to shop online. But the boom in sales could be a holiday bust for e-consumers if they fall prey to unfair dealers or scam artists.  Here are some tips for e-consumers to safely navigate the World Wide Web.

· Pick a Card - Just One Card
Using just one credit card when buying online lets you track your purchases. Use a card with a low credit limit to lower your risk. Don't use an ATM or debit card. 

· Know the E-business
Use only reputable e-businesses with a street address and phone number, so you can contact them directly with your questions. 

· Read the Privacy Policy 
Don't assume you're anonymous. Web sites can track your browsing activities. Read the e-business's privacy policy before you type in any personal information. Look for opportunities to "opt-out" of letting the company send you marketing communications or share your personal information with others. 

· Lock In Security
When buying online, look for an unbroken lock symbol in the status bar at the bottom of your Web browser and "https:" at the beginning of the Web site address. This means your personal information is encrypted or scrambled so no one can read it during transmission. 

· Refunds & Exchanges: Always review the company's return policy. Is proof of purchase required? Is there a time frame for returns? By law, stores don't have to offer refunds and exchanges, provided that this policy is clearly stated. Return policies must be displayed if the retailer does not give a full cash or credit refund, an equal exchange, or some combination of these, in the event the customer returns the merchandise within seven days with proof of purchase.

Consumers with online or other privacy concerns will find useful information on the Office of Privacy Protection's Web site at www.privacy.ca.gov or call 866-785-9663. The Office provides Californians with information and assistance on privacy issues.

"Click with Caution When Shopping Online" is just one wish on the "Consumers' Holiday Wish List." For more holiday tips, check the Department of Consumer Affairs' Web site at www.dca.ca.gov.

The California Department of Consumer Affairs promotes and protects consumer interests. Call 800-952-5210 or visit the Department's Web site for information on a variety of consumer issues.
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