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A Note from the 
Attorney General 
Dear Consumer,

Credit, whether in the form of a credit card or a loan, 

can be a valuable tool that permits consumers to obtain 

goods and services that they might not otherwise be 

able to afford, such as a home or new car.

Unforeseen circumstances, poor choices by debtors and 

unfair practices by some creditors can cause financial 

difficulties and emotional stress. There are many laws 

protecting consumers in the area of credit, including 

those that govern truth in lending, billing rights, fair 

credit reporting, and debt collection.

The information in this booklet addresses these credit 

concerns, as well as what is often referred to as the 

“hidden price of plastic.”   I hope that you find this 

material helpful in understanding the laws surrounding 

credit. 

Our office cannot offer legal advice to individuals, 

however, if you believe that a creditor is violating one or 

more provisions of these laws or if you have additional 

questions, please contact our Consumer Advocacy & 

Response Division at (617) 727-8400.

Cordially,

Maura Healey

Massachusetts Attorney General
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Truth In Lending
Both state and federal truth in lending laws require 

creditors to inform consumers about the costs of the 

credit transactions they are entering. By examining these 

costs and comparing offers from more than one creditor 

on any proposed credit transaction, consumers can shop 

around for the best credit deal, just as they shop around 

for the best price on the purchase they are contemplating.

The Dodd-Frank Act of 2010 is a comprehensive bill 

designed to regulate loans, credit and mortgages in 

order to protect the consumer and oversee Wall Street 

activity. The Act regulates credit fees and keeps banks from 

using abusive lending. It created the Consumer Financial 

Protection Bureau to protect consumers from predatory 

mortgage practices and make the banking world more 

transparent.”

There are two types of credit transactions: closed end 

and open end. Regulation Z is the federal truth in lending 

statute governing disclosures for both closed end and 

open end credit transactions. In a closed end transaction 

credit is extended just once; for instance, in the form of a 

car loan. In an open end transaction, credit is extended in 

an ongoing way. A credit card agreement is a form of open 

end credit.

Closed End Credit.  A creditor offering closed end credit 

must make certain disclosures before the transaction is 

completed, clearly and conspicuously, in writing, and in 

a form the consumer may keep. The disclosures must 

appear in a table, and the table may not contain other 

information not directly related to the required disclosures. 

Disclosures required include:

• the identity of the creditor;
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• the dollar amount being financed (the principal of 

the loan);

• the finance charge (the dollar amount that the 

credit will cost you);

• the annual percentage rate (the interest rate);

• the payment schedule (the number, amounts, and 

timing of payments);

• the total of payments (the dollar amount you 

will have paid when all payments are made);

• the total sale price (down payment, plus 

amount being financed, plus finance charge);

• any prepayment penalty (a fee charged if you 

pay off the loan early); and

• any charge for late payments.

If the annual percentage rate may increase, the creditor 

must also disclose the circumstances under which 

the rate may increase, any limitations on the increase, 

the effect of an increase, and an example of the 

payment terms that would result from an increase. If 

the creditor reserves the right to demand repayment 

of the loan under certain circumstances, that must also 

be disclosed. The creditor’s disclosures must include a 

statement that directs the consumer to the appropriate 

contract document for certain other information about 

the terms of the credit being extended.

The creditor must give you a written itemization of the 

amount financed, including: the amount of any funds 

being distributed directly to you; any amount credited 

to your account with the creditor; and any amounts 

being distributed to other persons (or creditors) on the 

consumer’s behalf.  These persons must be identified, 

either by name, or by such descriptions as public officials 

or government agencies, credit reporting agencies, 

appraisers, or insurance companies.
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Open End Credit.  An open end credit transaction is one 

in which there will likely be repeated transactions (like 

a credit card) where the creditor may impose a finance 

charge on an outstanding balance and the amount of 

credit (the credit limit), less any amount owed, is generally 

available to the borrower at any time during the term.

In an open end credit transaction, the creditor must also 

make certain disclosures, clearly and conspicuously, in 

writing, in a form the consumer may keep. One type of 

open end transaction is a home equity line of credit. 

Another type of open end transaction is a credit card. 

Required disclosures for a credit card solicitation or 

application to open a credit card account, must be made 

with the application or solicitation,  and in a table format.

The card issuer must disclose:

• the annual percentage rate of interest (If more than 

one rate may apply, the range of balances to which 

each rate is applicable must also be disclosed. If the 

account has a variable rate, the card issuer must 

also disclose the fact that the rate may vary, and 

how the rate is determined.);

• any annual or other periodic fee for the card, 

including any fee based on account activity or 

inactivity;

• any minimum or fixed finance charge that could be 

imposed during a billing cycle;

• any transaction charges imposed for the use of the 

card for purchases;

• any cash advance fee;

• any late payment fee;

• any fee for charging over one’s credit limit; and

• any “grace period” during which any credit used 

for purchases may be repaid without incurring a 

finance charge. If the length of the grace period 
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varies, the card issuer must disclose the range of 

days, the minimum number of days, or the average 

number of days in the grace period.

The card issuer must identify the method used to calculate 

the outstanding balance on the card. 

• discounted or initial premium rates, 

• the time period after which they will change, and

• security risks or possible actions by the creditor.

Your Billing Statement.  A credit card issuer must send 

you a statement each billing cycle, which must state:

• the previous balance, if any, outstanding at 

the beginning of the billing cycle;

• each credit transaction;

• the date of the transaction;

• credits to the account during the billing cycle, 

including the amount and date of crediting;

• each interest rate used to compute the 

finance charge;

• the balance on which each part of the finance 

charge is computed;

• the amount of the finance charge and any 

other charges;

• the closing date of the billing cycle;

• the account balance outstanding on the closing 

date of the billing cycle; and

• a warning advising consumers that making only 

the minimum payment will increase the amount of 

interest you pay and the time it takes to pay off you 

balance.

The card issuer must include an address to be used for 

notice of billing errors, and any grace period during which 

payment must be received to avoid additional finance 

charges.

Please see pages 20-23 
for a sample credit 
card statement.
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Billing Rights
If you believe that there is an error on your credit card 

statement, or you otherwise wish to dispute information 

on your credit card bill, you have 60 days to send the 

creditor a written notice.

This written notice must include:

• your name and account number;

• your belief that the statement contains a billing 

error;

• the amount of the error; and

• the reasons you believe that the statement contains 

a billing error.

While you do not have to pay the disputed amount on 

the bill, you do have to pay any undisputed amount on 

the bill.

The creditor has 30 days to send a written 

acknowledgement of your notice, and may not take 

action to collect the disputed amount or close your 

account during that time. The creditor has two complete 

billing cycles after the receipt of your written notice to 

investigate your dispute and send you a written response, 

either correcting the bill and crediting your account, or 

explaining to you why there is no error in the bill.

If the creditor determines that there is no mistake in 

the bill, you may request copies of the creditor’s written 

evidence of the debt, such as a copy of a signed charge 

slip for a purchase you do not believe you made.  If you 

claim that you have been billed for goods that were not 

delivered, the creditor must determine that the goods 

actually were delivered, and provide you with a written 

statement to that effect.

Once the creditor has investigated your claim of a 

billing error and notified you of its belief that you 
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still owe all or part of the disputed amount, it has no 

further obligation to investigate. The creditor must 

notify you of the amount of time you have to pay the 

amount due without incurring further charges.

If you notify a creditor that you believe there are billing 

errors in your statement, the creditor may neither 

report nor threaten to report your failure to pay the 

disputed amount to any credit reporting agency until 

the creditor has investigated your claim of a billing 

error and notified you of the amount of time you 

have to pay the amount due before incurring further 

charges. If you still do not pay the bill, the creditor 

may report you to a credit reporting agency, but must 

inform you of the agency to which it has sent this 

information. Also, if you continue to dispute the bill, 

the creditor must report that fact to the agency, and 

must correct any information given to the agency if the 

bill is subsequently resolved.

If you lose your card, or it is stolen, and someone 

makes use of your credit card number without your 

permission, you will owe $50 or the actual amount the 

unauthorized person has spent with it prior to your 

alerting your credit card issuer, whichever is less. 

If you have authorized someone to use your card in the 

past, you may not be able to convince your credit card 

company that the person no longer has permission to use 

the card.

According to the CFPB changes effective January 10, 2014, 

if consumers miss a payment, creditors must try to contact 

them no later than 36 days after the payment was due and 

inform them of alternative workout options no later than 

45 days after. If a consumer is more than 45 days late on a 

payment, the creditor must assign personnel to help the 

consumer.



8 Guide to Consumer Credit

Costs of Credit
There are a number of considerations to be aware of when 

dealing with credit cards.

Reading the Annual Disclosure Statement.  Many 

lenders offer well-advertised attractive benefits, such as 

travel discounts or extra protection if an item is lost or 

stolen, to encourage you to get their credit card. However, 

you should read your annual disclosure statement closely 

to determine if the very benefits which enticed you to get 

the card are not quietly discontinued over time. 

Linking a Credit Card with Checking or Savings 
Accounts.  If you have a checking or savings account with 

the same bank from which you have a credit card, you 

may have authorized the bank to automatically withdraw 

funds from your savings or checking account if you are 

delinquent in paying your credit card bill. If you are unsure, 

contact your bank.  To avoid automatic funds withdrawal, 

pay your bill on time, get a credit card from a different 

lender, or contact your bank and ask about de-linking the 

accounts.

Fees and Interest Rates.  Annual fees and finance 

charges can significantly increase your credit costs. 

Annual fees are set by the card issuer and interest rates 

may vary in accordance with the prime lending rate. 

To obtain lower fees and interest rates, shop around for 

lenders who don’t require an annual fee or offer lower 

annual fees and interest rates. Rates and fees may be 

particularly competitive when transferring balances.

Backdated Interest.  Generally, when you charge an item 

to your credit card, the credit card company doesn’t pay 

the merchant for several days. You will pay less interest if 
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the company doesn’t begin charging you interest until 

it pays the merchant, rather than charging you from the 

day on which you made the purchase, a practice known 

as backdating. To avoid backdating, you should pay your 

balance in full every month or find another credit card 

company which does not backdate interest.

Retroactive Hikes in an Interest Rate.  In order to 

entice you to get a card with them, or transfer existing 

balances, some lenders offer lower rates, known as 

“teasers,” which are only effective for a limited time 

period. When the teaser period expires, a significantly 

higher interest rate may be charged. If you find you have 

already signed up for such a card, you should pay your 

balance in full or transfer the balance to a lower interest 

card before the teaser rate expires. Any teaser rate must 

be valid for six months, and any offer other than a teaser 

rate must be valid for one year.

Additional Fees for Cash Advances.  In addition to 

charging purchases on your credit card, you can get cash 

advances which provide cash in the event of a perceived 

need. However, the financing costs of increasing your 

cash flow in this way are significant, because most credit 

card companies charge a transaction fee, as high as 2% of 

the advance, in addition to interest on the cash advance.  

Before taking a cash advance, even if your card advertises 

“no finance charges” on cash advances, find out if a 

transaction fee is charged. 

Monthly Minimum.  Lenders often encourage  

consumers to skip a monthly payment or make low 

minimum monthly payments without being in default. 

You may find it tempting to skip a monthly payment, or 

to pay the minimum on your monthly balance, because 

The Difference Between 

a Debit Card and a Credit 

Card.   

Payment for purchases 

made with debit cards are 

deducted directly from 

your checking account. 

Therefore, unlike credit 

cards, you are not charged 

interest for debit card 

transactions. Debit cards 

provide you the ease of 

cash-less buying without 

incurring financing costs, 

but remember, you must 

have the money in your 

checking account when 

you make the purchase. 

Unlike credit cards, you 

may not have the right to 

dispute problem purchases 

and there is no maximum 

liability for the misuse 

of your card by another 

person.
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it keeps more of your money in your pocket. However, 

making minimum payments benefits the lender only, 

because the longer it takes you to pay off your balance, 

the more money the lender makes in increased finance 

charges. If you pay only the minimum each month and 

continue to incur new charges you may soon find that 

your balance has ballooned to a burdensome amount.  

To avoid higher finance charges, and benefit yourself 

rather than the lender in the long run, pay as much as 

possible of your monthly balance. 

Grace Periods.  Most credit cards offer “grace periods” 

during which interest is not charged for new purchases, 

as long as the new unpaid balance is paid in full each 

month. However, be aware that credit card terms can be 

misleading, and not all grace periods are the same. For 

example, with many cards, consumers will not enjoy any 

grace period on new purchases if a balance is carried over 

from month to month. With such cards, you will have 

to pay the entire balance each month to avoid finance 

charges on new purchases. Some credit card companies 

offer no grace periods, regardless of whether the unpaid 

balance is paid each month. Therefore, before signing up 

for a credit card, read the grace period terms carefully. 

Make sure that you ask the credit card company for 

clarification if you do not understand the terms. If you are 

unsatisfied with the terms or do not think you can pay 

your entire balance each month, you may wish to find a 

credit card lender that does offer a bona fide grace period 

under which interest is not charged on new purchases.

Late Payment Penalties and Default Rates.  In addition 

to the interest charges incurred when you carry a balance 

on your credit card, the costs of credit include late fees and 

default rates. If you do not carefully manage your account 
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and pay it on time, many credit cards charge large late 

fees ($20, $25, $35) if they do not receive your payment 

by the due date. Also, if you make late payments you may 

be subject to an increase in the interest rate applicable to 

your account.

Fair Credit Reporting 
Your Credit Report. Private companies called “credit 

reporting agencies” collect information related to your 

access to and use of credit. They make that information 

available to others under certain circumstances, in 

the form of a “credit report.”  Your credit report is relied 

upon by lending institutions, employers, insurance 

agencies, and future creditors to make decisions about 

you. For this reason, your credit report is an important 

document, and the law gives you certain protections 

against the reporting of incorrect information. 

The federal Fair Credit Reporting Act (FCRA) under CFPB 

protects you from private companies by enforcing 

important rights involving your relationship with your 

credit and consumer reporting agencies. It permits 

a credit report to be sent to government authorities, 

creditors, employers or others only if its intended 

use is for a credit transaction, insurance coverage, 

employment, a business connection, eligibility for 

government benefits or for law enforcement purposes. 

Knowing your legal rights and remedies is the first step 

to resolving any problems associated with your credit 

report.

There are three major credit reporting agencies in the 

United States: TransUnion, Experian, and Equifax. These 

companies collect information and produce reports on 

individuals’ credit histories, which they may provide to a 

Credit Reporting 

Agencies:

Equifax 

Phone: (800) 685-1111 

www.equifax.com 

Experian 

Phone: (888) 397-3742 

www.experian.com

TransUnion 

Phone: (800) 888-4213 

www.transunion.com

To obtain your free credit 

report visit: 

Phone: (877) 322-8228

www.annualcreditreport.com
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lender who is considering advancing credit to you.

Your Credit Report is Free. Under state and federal law, 

you are entitled to one free copy of your credit report 

per calendar year from each of the three main credit 

reporting agencies. Request a copy every year to ensure 

the accuracy of your report.  As a Massachusetts resident, 

you are entitled to six free credit reports every 12 months: 

one from each of the three credit reporting agencies 

under state law (M.G.L. c. 93, § 59(d)) and one from each 

of the three under the Fair Credit Reporting Act.

If you ever apply for and are denied credit, you should 

immediately obtain a copy of your report to verify that 

all the information is correct. You have the right to know 

which credit reporting agency prepared the report that 

was used in the denial of your credit application. Under 

state law, you have the right to a free copy of your credit 

report within 60 days of being denied credit. M.G.L. c. 93, § 

56.  This inquiry is separate from your right to six free credit 

reports each year.

Correcting Your Credit Report. If you dispute the 

completeness or accuracy of any item in your credit 

report, you should notify the credit reporting agency.  The 

agency may require that your notice to them be in writing. 

Most reporting agencies request that your dispute be 

filed online.  By law, however they must provide you the 

opportunity to speak with a person at any time during the 

dispute resolution process.  You should consider the value 

of putting the dispute in writing and using certified mail, 

to be able to prove that your information was received, 

and to have proof of what you told the agency. If you file 

online, remember to note any confirmation number and/

or to print out a copy of your information.
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The credit reporting agency must investigate the dispute 

within 30 days unless the agency believes that it is, in 

the words of the statute, “frivolous or irrelevant.”   If the 

agency makes that determination, they must tell you, 

in writing, within five days.  If the investigation results 

in a determination that the negative information about 

which you have filed a dispute cannot be verified, they 

must remove it from your file within three days.   If the 

investigation does not resolve the dispute, and the 

disputed information remains on your report, then the 

credit reporting agency must inform you, within five days, 

and give you the opportunity to add a statement to your 

file disputing the accuracy or the completeness of the 

information.

Fair Debt Collection
The Massachusetts Attorney General’s Debt Collection 

Regulations, 940 CMR 7.00, prohibit many unfair debt 

collection practices by creditors. Regulations of the 

Massachusetts Division of Banks, 209 CMR 18.00, prohibit 

unfair debt collection practices by debt collection 

agencies.

Communication with Creditors and Collection 
Agencies.  When communicating directly with you, 

creditors and collection agencies may not:

• call you at home more than twice for each debt 

in any seven-day period, or more than twice for 

each debt in any 30-day period at some place 

other than your home, such as your place of 

work;

• call you at work if you have requested that they 

not call. Your oral request that a collector not 

call you at work is valid for 10 days only. Written 

requests are valid until you write to the collector 

removing the restriction;
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• call you without identifying both the name of the 

creditor and the name of the person calling. The 

caller may use a name other than his or her own, 

but the creditor or collection agency on whose 

behalf the call is being made must be identifiable 

to you;

• contact you directly, if you have told the creditor 

or collection agency you are represented by an 

attorney;

• use profane or obscene language;

• cause expense to you in the form of long 

distance calls, express mail charges, wire fees, or 

other similar charges;

• falsely threaten to take legal action that the creditor 

does not reasonably intend to take;

• tell anyone (including your friends, neighbors, 

relatives, or employers) about your debt, without 

your written consent;

• mail to you any printed or written materials that 

reveal or imply that you owe a debt (for example, 

by using a postcard to contact you or using a 

descriptive return address);

• solicit post-dated checks from you;

• visit your home at times other than your normal 

waking hours. A collector may not visit you more 

than once in any 30-day period for each debt, 

unless you give permission for additional visits; or

• call you at times other than your normal waking 

hours. If your waking hours are unknown, then 

the collector may only call between 8:00 a.m. and 

9:00 p.m.
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Additional Rights.  A creditor must allow you or your 

attorney to inspect any document on which the creditor 

is relying to prove that you owe the debt being collected, 

e.g., a credit card application, account statement, 

promissory note, ledger, account card, or similar record 

in the creditor’s possession, which reflects the date and 

amount of payments, credits and charges related to the 

debt. 

Under state and federal law, if you want all debt collection 

contact to stop, and it is a debt collection agency (as 

opposed to the creditor itself ) that is contacting you, you 

have the right to make a request in writing that all such 

contact stop. Once you have made such a written request, 

the debt collection agency may not contact you again; 

however, the agency will still be permitted to sue you to 

try and collect the debt.

Locating a Debtor. Creditors and debt collection 

agencies are permitted to try to locate a debtor by 

contacting persons other than the debtor or persons 

residing in the debtor’s household, if the creditor or debt 

collection agency reasonably believes that it no longer has 

current information on the debtor’s location. However, the 

creditor or debt collection agency may not inform anyone 

it calls about your debt.
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If You Have Debt Problems
If you are having trouble paying bills, you should contact 

your creditors immediately and see if you can set up a 

monthly payment plan.

Many creditors will try to work out a suitable payment 

schedule if they believe you are acting in good faith. Make 

sure that any payment to which you agree is one that you 

can and will make.

If you are still having serious problems after attempting 

these steps, another option is to hire a credit counseling 

service to create a debt repayment plan. In Massachusetts, 

credit counselors must be non-profit organizations. Be 

advised that fees vary widely. Shop around and avoid 

credit counselors who charge large up-front fees or large 

monthly fees.

Two other methods of dealing with debt problems are 

consolidating debt through a single loan, and filing for 

bankruptcy. There are serious consequences associated 

with both of these options, so consult with a trusted 

professional about debt consolidation or a competent 

bankruptcy attorney about bankruptcy before taking any 

action.
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Resources
Credit reporting agencies:

Experian   TransUnion  Equifax 

www.experian.com  www.transunion.com www.equifax.com 

(888) 397-3742  (800) 888-4213  (800) 685-1111

General information and complaints:

Office of the Attorney General 

www.mass.gov/ago 

Consumer Advocacy & Response Division 

(617) 727-8400 Consumer Hotline 

One Ashburton Place  |  Boston, MA 02108

Office of Consumer Affairs & Business Regulation 

www.mass.gov/orgs/office-of-consumer-affairs-and-business-regulation 

(888) 283-3757 Consumer Hotline 

10 Park Plaza, Suite 5170  |  Boston, MA 02116

Federal Trade Commission 

www.ftc.gov 

(877) 382-4357 

600 Pennsylvania Avenue, NW  |  Washington, DC 20580

Questions and complaints about banks and collection agencies:

Massachusetts Division of Banks Federal Reserve Consumer Help 

www.mass.gov/orgs/division-of-banks www.federalreserveconsumerhelp.gov/ 

(617) 956-1501 Consumer Line (888) 851-1920 

1000 Washington Street, 10th Floor Federal Reserve Consumer Help 

Boston, MA 02118-6400  PO Box 1200  |  Minneapolis, MN 55480

Consumer Financial Protection Bureau 

www.consumerfinance.gov/complaint  

(855) 411-CFPB (2372) 

TTY/TDD (855) 729-CFPB (2372) 

Español (855) 411-CFPB (2372) 

P.O. Box 4503 |  Iowa City, Iowa 52244
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Graphic courtesy of the Boad of Governors of the Federal Reserve System 
http://www.federalreserve.gov/creditcard/flash/readingyourbill.pdf
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1) Summary of account activity

A summary of the transactions on your account--your payments, credits, purchases, 

balance transfers, cash advances, fees, interest charges, and amounts past due. It will 

also show your new balance, available credit (your credit limit minus the amount you 

owe), and the last day of the billing period (payments or charges after this day will 

show up on your next bill).

2) Payment information

Your total new balance, the minimum payment amount (the least amount you should 

pay), and the date your payment is due. A payment generally is considered on time 

if received by 5 p.m. on the day it is due. If mailed payments are not accepted on a 

due date (for example, if the due date is on a weekend or holiday), the payment is 

considered on time if it arrives by 5 p.m. on the next business day.

3) Late payment warning

This section states any additional fees and the higher interest rate that may be 

charged if your payment is late.

4) Minimum payment warning

An estimate of how long it can take to pay off your credit card balance if you make 

only the minimum payment each month, and an estimate of how much you likely will 

pay, including interest, in order to pay off your current balance in three years.

5) Notice of changes to your interest rates

If you trigger the penalty rate (for example, by going over your credit limit or paying 

your bill late), your credit card company may notify you that your rates will be 

increasing. The credit card company must tell you at least 45 days before your rates 

change.

6) Other changes to your account terms

If your credit card company is going to raise interest rates or fees or make other 

significant changes to your account, it must notify you at least 45 days before the 

changes take effect.
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Graphic courtesy of the Boad of Governors of the Federal Reserve System 
http://www.federalreserve.gov/creditcard/flash/readingyourbill.pdf
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7) Transactions

A list of all the transactions that have occurred since your last statement (purchases, 

payments, credits, cash advances, and balance transfers). Some credit card companies 

group them by type of transactions. Others list them by date of transaction or by user, 

if there are different users on the account. Review the list carefully to make sure that 

you recognize all of the transactions. This is the section of your statement where you 

can check for unauthorized transactions or other problems.

8) Fees and interest charges

Credit card companies must list the fees and interest charges separately on your 

monthly bill. Interest charges must be listed by type of transaction (for example, you 

may be charged a different interest rate for purchases than for cash advances).

9) Year-to-date totals

The total that you have paid in fees and interest charges for the current year. You can 

avoid some fees, such as over-the-limit fees, by managing how much you charge, and 

by paying on time to avoid late payment fees.

10) Interest charge calculation

A summary of the interest rates on the different types of transactions, account 

balances, the amount of each, and the interest charged for each type of transaction.
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