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closure grovlsions arc those contal~~cd in 
1 8  226.7(a) ( I ) ,  (2). (3 ) .  and ( 4 ) .  The 
revi~ed regulation provides that $he dis- 
closure statement accompanying the 
Wank checks may be limited to the provi- 
sions of 9 226.7m) (11, (2). (3 ) ,  nnd (4) .  
Altenmtively, the revised rcgulation 
wovides that a full statement of the re- 
quirements of !? 226.7t a )  be ~rovided 
with thc provisions of subsections (1) .  
t 2 , t 3) . ~ n d  (4 )  clearly and conspicu- 
ously refcrenccd on or nccotnpanyiilg 
that statement. For example, if the full 
slatement of tho provisions of 9 220.7(a) 
is subdivided into tcrlns covering credit 
sslc and cash advancc transactiopi, rcf- 
erence may be made in the accompany- 
ipg material to the terms covering cmh 
advance transactions. Likewise, if the 
terms covering cash advance transac- 
tions are numbered. the accompanying 
material may refer to the appropriate 
numbe~ed terms. 

The provisions of S 226.7(f) are to bc- 
colne eR ective January 1. 1976. 

c f l  Supplemenld credit dcuices for 
use in o w n - a d  credit accounts. If, sub- 
sequent to 30 days after deliveripg the 
disclosures reauircd under n n r a m ~ h  (a)  
of this aectio~i. a cr&itor df anopen-end 
credit account m$ls or ,d+livers, other 
than as a rcncwa\ or resupply, s blank 
check, payee desi.mnted check, b l ~ n k  
draft or order or other similar credit de- 
vke other than a Credit .card, to R.n ex- 
isting cust,omer or cardholder for use in 
connection with such arcomt,. such de- 
vice shall be accomp~nied by a single 
written statement setting fort-h clenrlg 
and conspicuously those disclosures of 
paragraph (n) of this sectimi whir11 spe- 
cifically relate to the use of such device. 
Such disclosure statement shall eft,her be 
limited to the disclosum of p.smgraphs 
(a) (1). ( 2 ) .  ( 3 ) .  and ( 4 )  of this seetion 
or contain all disc?osures required of' such 
pa ramph  wlth the perttnent dkdosures 
clearly and conspicuouslv referenced on 
or .accompnn.vfng t h ~ t  disclosure state- 
ment. Such disclosure stntement ehall not 
appear on any proniotionnl mnterfal 
mailed or delivered a t  t.hc same ttme. The 
requirements of this pnrawaph shnll not 
be applicable to checks to be used in con- 
junctjon with a cherktng account even 
though such cherks may also activate a 
cash advance under an open-end credit 
account. 

By order of the Board of Governors. 
September 10, 1975. 

~ = L I  THPODORE E. ALLTSON, 
Secretaty of the Board. 
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PART 226-TRUTH IN LENMNG 

Fair Credit Wing, kcript ion of 
Transactii  

On May 5. 1975. th? Board of oover- 
nors published for comment in the FED- 
ERU REGISTER (40 FR 19489) proposed 

RULES AND REGULATIONS 

reSulaUons imglementlng the Falr Credlt 3. T i m ?  for payn~cnts alter rcsolutton 
Billing Act (Tftle 111 oi Pub. L. 03-495). of a Btlltno error. Earlier drafta of the 
The comment pedod on this proposal was rcgulatlon would have required creditor& * 

initiall~ set to tCrmlnato on May 30 and to provide n free period for gaynmit 
was stlbsequently extended through Junc without thc imposlllon of fi~mncc chargcs 
20.1975 (40 F'R 23896). On Julle 24,1975, after completion of the error resolution 
the Boal'd of Governors publish~d for procedure, even when the creditor did 
comment in the FEDERAL RE~ISTER 140 FR not make an error or did not oRer n frc 
26571) proposed regulations to Imple- ride period genernlly. The regulation in 
ment scctlon 411 of Title IV of Pub. L. 1226.14(b) (3)  hns been rewritten to re- 
93-495, whicll, thougll not tcchnicnlly a r l u h  a free period only when the creditor 
tlart of tho Fair Credit Billing ~ c t ,  Is re- has made an erroneous billing on the 
lntcd to it in somc respects and ,Shares disputed item and ths terms of the crerlit 
the same eRectivc dntc. The cotntncnt pe- plnn normnlly provide a free period for 
riod on this proposal terminntcd on July Payment of such items. In all other cases 
18.' 1975. the creditor must promptly notify tho 

Following thc rcrcipt of npproxltnatelv customer of how much is owed with rc- 
300 comments on the proposal pltblished gard to n disputed item after the com- 
on May 5 and approximately 110 corn- t~letion of the error hsolution procedure. 
merits on the proposal nublfshed on June 4. Idsntfflcatfon or transactions. Mnny 
24, the Board on July 24,1975, nnnounced comments were reccived citing com~uter  
tn the FE~ERAT. REGISTER (43 m 30980) re~rograinming and other data collec- 
its intent to publish for conlment revised tion mblems which would make com- 
rcglllntio~~s imlMnentfng these same pliance with 8 226.7( b) (1) (11) impossible 
stntutory provisions and to hold informal by October 28. 1975. In order to P8cUtnte 
hcarhgs August 5 nnd 6, 1975, on these compltance the Board has provided a - 
revised proposals. gradual phase-in of the full impact of 

On Allgust 1,1975, the Bon1.d ?y~bHeh~d this sectlon. Untll July 1, 1976, creditom 
In the FEDERAL RFC~STER (40 FR 32350) will be able to identify transactions in 
t4hc revised reg~~lntions referenced in the the S3me way as is presently required. 
July 24 publicatlnn. The comment neriod BY October 28, 1977. the section will 
nn these rcvised regulations. initlnlly set be fully effective. At thnt time, the rem- 
to terminate on August 12, mns c~tendcd lation requires creditors. who bill "de- 
to AIIITUS~ 18. 1975. scriptively" on their periodic statements 

On Aumlst 5. publir heqrings held to provide a transaction date. In addi- 
rcmrdlng the rcviscd proposnl. Ten in- tion, for two-party creditors. a descrlp- 
terested prrrticls were represented wit- tion of any goods or services purchased 
nclsses rrt these hcnrings. Approximately or, for three-party creditors, the mer- 
150 written comments m r c  received and chant's name and the address where the 
nnnlned by the Rnnrd. transaction took place would be required. 

In response to the testimony and wrft- If m y  of the primarily required infotma- 
ten comments received by the Board, tion is not availhle to the creditor de- 
some changes in thr provisinns previously spite the maintenance of procedures rea- 
rmblished were made. Mnny nre of a sonably adapted to procure i t  in the first 
technical nature. An explanntion of the instance, a voucher number or identi- 
most substantive changes follows: fying symbol which appears on the docu- 

1. Transition prrfod~.  Transition pe- ment evidencing the transaction must be 
rfods for compliance with certain por- disclosed. 
tions of the regulntion have been pro- Between July 1, 1976. and October 28, 
vided in 5 !226.6(k). These portions gen- 1977. the creditor may in all cases sub- 
erally are those which require the print- stitute the date of debiting the transac- 
ing of new forms or substantial technical tion to the customer's account for the 
program or operntional changes which primarily required date if the latter date 
cannot be nccompli~hed by October 28, is unavauable. Also, the creditor may 
1975. lh most cases the transition period substitute a voucher number or other 
is 6 months. The transition section cov- identifying symbol which appears on the 
ers the new distlosure requirements for document evidencing the transaction for 
periodic statements including showing the description of goods or S N ~ C ~ S  or 
dates of payment, indicating credit bal- the merchant's name and address when 
ances, and identifying the address to they are unavailable. 
which billing errors must be sent. The 5. Inconsfstent State laws. .Section 
prohibition against disclosing inconsist- 226.6(b) (2) has been revised to provide 
ent State laws will also be delayed for 6 greater clarity and c e W n t y  for con- 
months to allow creditors to use up exht- sumers and creditors. 
ing forms. The regulation now provides that any 

2. short notice 91 rights. Many com- Stste credit bffling 1 : ~  which differs 
ments were made about the length of the from the error resolution procedure and 
notice of customer rights and creditor credit reporting prohibitions of sections 
responsibilities required bv 1 226.7 (a )  (9)  161 and 162 of the Act and their im- 
and (d). A sfiortened &on of PleDXnting provisions in the reguhoon 
notice may b? included with every pe- Is inc0nsfstent and, thus. preempted 
riodic statement as an alternative t:, the its entirety. This determination was 
twice-yearly mailing d the full notice: made because of the mnny intelnal sters 
Provided. That the creditor must supply with vadng  time limits and other te-. 
the customer with a full notice upon re- quirements which are found in the prsc- 
quest or whenever the customer submlts esses embodied in Federal and State law 
a proper written notification of a billing regardim billing error resolution pro- 
error. cedures. To do otherwise would cause 

FEDERAL RESISTER, VOL. 40, NO. 183--FCIDAY, SEPTEMBER 19, 1975 



confusion among creditom and consum- 
ers alike. especIaUy with ri28pect to in- 
forming consumers oI their rights and 
obligations regarding the resolution of 
disputes. As an  exception to thb rule, the 
regulation provides that any State law 
which allows the customer to make in- 
quiry concerning a billing error after the 
time for doing so under the Act and the 
regulation has expired is not incon- 
sistent, and thus is not preempted, to the 
extent that it allows such later inquiry. 
In those cases in which the State law 
allow8 such later inquiry, any inquiry 
submitted a f k r  the time allowed by Fefi- 
era1 law hati expired is to be handled 
under the State procedure. 

With respect to the other provisions of 
the Act and regulation, a State law is 
not inconsistent with the Faderd law if 
the creditor can comply with i t  without 
violating the Federal law. 

The regulatlon prescribes limitations 
on notiflcation to consumers of State law 
and sets up a procedure whereby a State 
may ask the Board for a determination 
that its law provides greater protection 
to consumers or fs otherwise not incon- 
sistent wlth Federal law. 

6. Dfscounts for payments in cash. The 
regulation provides that  a dicount 
offered by merchanh of up to five per 
cent of the tagged, posted, or advertised 
price of an item for payment in cash in 
lieu of use of a credit card does not con- 
stitute a flnance charge for purposes of 
B 226.4. However. if a n  amount is added 
to the tagged, posted or advertked price 
of an  item and imposed on a customer 
who Pays by use of a credlt card, such 
amount is not a discount and is to be 
treated as a flnance charge subject to 
11 226.4 and disclosed in accordance wlth 
5 226.?(e). 

The major provisions of the regulatlon 
provide: 

1. A procedure to be wed in a t tempt  
ing to correct alleged billing errors in 
open end credlt 'accounk The regulation 
imposes a forfeiture penalty on creditors 
who 'fail to comply with the procedure 
whether or not a billing error has in fact 
been made. The regulation also deflnes a 
billing error aml specifies procedures for 
customers to follow in raising bflUng 
i nquiries. 

2. For the method ,of treating mini- 
mum periodic payments and finance 
charges with respect to the dlsputed 
amount for the period during which the 
error resolution procedure is in operation. 

3. Prohibitions against threatening to 
report or in fact reporting adversely-rb- 
garding a customer's credit standing dur- 
ing the pendency of the dispute resolu- 
tion procedure; and provides for correc- 
tion or updating of adverse credit rewrts 

~ - -  - -  - made on disputed amounts, in certain 
cases, to show the fact that the amount 
is in dispute. 

4. That in those cases in which an  
open-end credit account provides a time 
period during which the customer can 
make payment without i ncmlngan  ad- 
ditional finance charge. with certain ex- 
ceptions, the periodic statement must be 

RULES AND REGI)LATlONS . 

mailed or delivered to the customer a t  
least 14 days before the date of the' 
payment is due. 

6. For crediting payments made on an 
open-end account as of the date of its 
receipt by the creditor B t  the creditor's 
deslgnated location. In certain circum- 
stances creditors who cannot meet the 
requfrementa of the regulation because 
of operational Iimitatiom must post pay- 
ments promptly (in no case more than 
6 days from receipt), until October 28, 
1976, Provision is also made for crediting 
payments received a t  a creditor's branch 
or other remote location within 6 days of 
recgiut by the creditor and for refunding 
or crediting any flnance charges imposed 
because tbe credilor failed to comply with 
the section. 

6. A syatem for refunding or crediting 
excess payments made by customers. 

7. For prompt notiflcation of a credltor 
by a seller of credit refunds made for 
returned goods or forgiveness of debt for 
services and prompt crediting of such 
refunds by the creditor. 

8. That a discourrt for use of Cash or 
similar means of payment in lieu of use 
of a credit card of up to flve per cent of 
the tag, posted or otherwise generally 
available price offered by a merchant 
does not Constitute a finance charge. The 
discount must be available to all cus- 
tomers and be disclosed as provided in 
the regulation. Agreements or contracp 
by credit card issuers prohibiting mer- 
chants from offel ine such discounts are 
prohibited, and wlthln one month of the 
effective date of the Regulation eard is- 
suers must notify all mercharfts with 
whom they have such prohlbited agree- 
ments that they are no longer in effect. 

9. That a credlt card issuer may not 
require a merchant who honors Its card 
to maintain 'a deposit account with the 
card issuer or Procure any other service 
from the card Issuer not essential to the 
credit card plan. Any card. lssu'ers who 
do have such prohibited agreements 
must, within one month qf the regula- 
tion's effective date, inform the merchant 
that the agreement is no longer in effect. 

10. That a card issuer may not oflset 
the customer's indebtedness agalnst the 
cardholder's funds held by the card issuer 
on deposit except as a means of periodic 
payment agreed to by the customer or  
pursuant to a court order under a pro- 
cedure constitutionally avaflable to all 
creditors generally. 

11. That. with certain limitations, a 
customer may asrert against the card 
issuer claims and defenses he may have 
regarding goods or services purchased 
by use of a credit card'and for which he 
cannot obtain satisfaction from the 
seller. 

12. A method for dealing with and rec- 
onclling with the Act and the regulation 
State laws which are similar to the reg- 
ulation but different in some respects. 
A method of determining whether such 
laws are consistent with the Act and 

~ - ~ ,  
regulation is prescribed. 

13. The minimum disclosures necessary 
to identify transactions whfch are billed 
on a customer's periodic statement. 

Reeulations to implement section 409 
of Title N of Pub. L. 93-496 will be is- 
sued by the Board a t  a later date. 

In cons! eratian of the testimony and 
comments 4 eceived hnd pursuant to the 
authority granted in 15 U.S.C. 1604, Part 
226 of Chaptzr I1 of Title 12 of the Code 
of Federal Regulations Is nmended as 
follows, effective October 28. 1975. 

1. To - implement section 102. 
8 226.1'(a) is amended as follows: 

a. Section 226.1 (a )  (1 1s re,vised as set 
forth below. 

b. Section 226.1 (a )  (2)  is amended by 
inserting the tollowing sentence im- 
mediately before the last sentence to 
remd as set forth below. 
8 226.1 Au~llori~y, eeopc, purpose, c ~ c .  

4al Authority, scope, and purpose. (1) 
Tkis Part comprises the regulations 
issued by the Board of Governors of the 
Federal Reserve System pursuant to 
Title I (Truth in Lending Act) and Title 
V (General Provisions) of the Consumer 
Credit Protection Act. as amended (16 
U.S.C. 1601 e t  seq.) . Except as otherwise 
provided herein. this part, within the 
context of its related provisions, apples 
to all persons who are creditors, as de- 
fined in paragraphh) of 5 226.2. 

( 2 )  In addltlon. t h b  part is 
designed to assist the customer to resolve 
credit billing disputes in a fair and 
timely manner, to regulate certain billing 

'and credit card practices. and to 
strengthen the legal rights of consumers. * * *  

2. Certain paragraphs of p g  226.2 and 
226.13 are redesignated as ahown below. 

New section 
Old soctlon No.: No. 

226.13(8)(1) - -  -----------. 2!M.a(a) 
226.13(a)(2) --------,---,, 2 2 6 . 2 ( ~ )  
226.13(a) (3)  .------ ------ -  2%3.a(I) 
926.13(a) (4 )  - -  -----------. 226.2(m) 
226.13(8-) (6) -----.----,-- 22ea(r) 
a26.13(a) ( 7 )  -------,_---- 226.a(ii) 
226.2(a) ------------------ 226a(b) 
22ez(b) _----__------ ;,-, zaea(d) 
22R.2(c) -------------- .--- 226.2(e) 
226.ad) ------------,---, 2ae.acr) 
226.2te) ----- --  .---------- 2262(g) 
226.211) ------------------ 29 (h)  
226.211) -----...-.....-. 2 2 g ( 1 )  
226.2fh) ---- -L ----------- 2269(k) 
226.2(1) -------,---------- 2262(n) 
22szcj) ---------_-------- zzsa(o) 
azs.zck) -------,_--._---- zae.a(p) 
2262(1) --,------ .--_----- 2263(q) 
226.a(m) - - - - - - - -_-----_--  2262(s) 
226.2(n) --------------,-- 226.2(t) 
226.2to) ----------------- 226.2(u) 
2262fp) --------.-------- 226,2(v) 
22ea(q) ---,-,-----_-_.__ a a 6 . 2 ( ~ )  
226.2tr) ----- - ---------,-- 226.2(x) 
226.a(~) - - - - - - - - - - - - - - - - -~  2262(y) 
22e.act) --,------~,----,-- 220.2cz) 

2262(bbj . 
226.1(dd) 
226.9(ee) 
226.a,(ff) 
2%32ces, 
226.9( hh) swam 
ma.a(kk) 
226.2(11) 
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9. To implement sections 103 ezld 161, 
In 8 a 0 . 2 ,  rededannted \paragraphs (h) , 
(p); (q), ts),  tu),  endetx) are revised 
and. new paragraphs and k c )  am 
added ns set forth below: 
§ 226.2 ' Delinilionv hnd rulm of con- 
' . n1rucliuu. 

* :  . . . . 
(h)  "Arrangc for the extension of 

crcdit" means to provide or offer to Pro- 
vide consumer credit which is or will be 
cxtcnded by another person under a 
business or ot,hcr relationship ~ r s u a n t  
to which the person arranging such 
credit. 

t 1) Reccivcs or will receive a fec. com- 
pensntion, or othcr considcmtio~\ for 
such service. or 

( 2 )  Has knowlcdge-@f the credit tcrms 
and particlpatcs/in the preparation of 
the contract documents required in con- 
nectlon with the extension of credit. 
It does not iacludc honoring a credit cnrd 
or similar dcvice where no flnance charge 
is inlposed a t  the time of that 
t~~nsac t ion .  

* 1 . 
( j \  "Billing error" means: 
(1) A.reflection on or with R ptXiodfc 

statement of an extension of credit 
which ( i )  waq not made to the customer, 
or cii) was made to a person who did 
not have actual. implied. or apparent 
authority of the customcr to use the ac- 
count and from which use the customer 
received no Qenefit,, or (1H) if made. 
rn misidentified. insufficiently identi- 
fied. or wns not in the ninount indicated, 
or on the date spccificd on or wltll the 
penodic statement, or 

(2)  A reflection on a periodic state- 
ment of an cxtension of credit or indebt- 
edness for which the customer requests 
exlalanabon or clnrification. including re- 
quests for copies of documwtary evi- 
dence of the indebtedness reflected 
thereon, or 

( 3 )  A reflection on (I periodic state- 
nlcnt of an extension of credit for prop- 
erty or sen7icc! not accepted by the cus- 
tomer or his dtsigllee, or not delivered to 
the customer or 111s deslgnee in acoord- 
ance with any agrcenlcnt made in con- 
nection with the  transaction.' or 

( 4 )  Any failure to properly reflect on 
a periodic statement. a payment or other 
credit to the customer's account, or 

( 5 )  A computatimal error or similar 
error vf an accounting nature made by 
the creditor on a periodic statement, @- 
cluduy errors in compuLing f~nance 
charges. late pajment charges, or other 
charges, or 

( 6 )  A failure to mail or deliver a cus- 
tomer's periodic statement to his current 

1 The Wverr  of property or senlces dlfier- 
rnt from that described in any agreement. 
x!le dellvery of the wrong quantlty. late de- 
l!csry. or dellvery to the m c m g  locatlcin shall 
be considered to be a bnlfng error subject 
to thfsparagraph. but any dispute wlth re- 
spect to the qualltg of property !n the physl- 

. cal pDsseselon of the customer or semima per- 
formed for the customer shan not be con- 
sidered t o  be a bnling error under thla pars- 
graph. 

designated addrcss, lf the arcdltor hss 
received notillcation of any change of 
addreb a t  least 10 day8 prlor, to the 
closlng date of the billing cycle for  which 
the periodic statement wm incorrectly 
malled or deltvercd. 

(P) "Consumer credit" means credit 
offered or extcndcd to a natural person, 
in whlch the money. Property, or service 
whlch is the subject of thc trnnsnction 
is primarily for personal, family, house- 
hold, or agricultural purposes. "Con- 
sumer loan" is one type of "consumer 
credit." 

(q) "Credit" mcuns the right granted 
by a crcditor to n customer to defer pay- 
ment of debt, incur debt an M e r  its 
~ a y i n m t ,  or vwchcse P ~ O P ~ L &  or serv- 
ices dpd defer pnyment therefor. (See 
also pnragrapll (jj) of this sectlon.1 

(s) "Creditor" means a person who in 
the ordinary course of business regulariy 
extends or arranges for the extensioh of 
consumer credit. or offers to extend or 
arrange for the extension of such credit, 
which is payable by agmement in more 
than four instalments, or for which the 
payment of a Anance charge is or may be 
required, whether in connection with 
loans, sales of property or services, or 
otherwise. For purposes of the require- 
ments of SO226.7ta) (61, (71, (8). and 
t9);  226.?(b) (1) (1). (ii), (lii), (ix),  and 
tx):  226.7(b)(2): 226.7 tc),  ( d ) .  ( f ) ,  
(g) ,  (h ) ,  and ( i ) ;  226.13: and 226.14, the 
tenn "creditor" shall also include card 
issuers. whether or not the payment of 
a Anance charge is or may be required. 
For purposes of the requirements of 
$ 4  226.4(i) and 226.13tk) the term "cred- 
itor" shall include any person who hon- 
ors a credit card. . 

tu) "Cushucr" mealls (1) a card- 
holder or ( 2 )  r\. natural person to whom 
consumer credit is offered 0.1. to whom i t  
is or will be extended. and includes a 
comaker, endorser, guarantor, or surety 
for such nnturnl person who is or may be 
obligated to repay the extension of con- 
sumer credit. 

(x) "Open end credit" means con- 
suiner credit extended on an account 
pursuant to a plan under which ( 1 ) the 
creditor may permit the customer to 
mnke purchases or obtaln loans, from 
time to time, directly from'the creditor 
or fndrrectly by use of a credit card, 
check, or other device, as the plan may 
provide; ( 2 )  the customer has the priv- 
ilege of paying the balance in full or in 
instalments: and ( 3 )  a Anance charge 
may be computed by the creditor from 
to time on an outstanding unpaid bal- 
ance. For purposes of the requirements 
cf 55 226.7ta) (6 ) .  (7). (8). and (0); 
m . T ( b )  (1) ( i ) ,  (ii), W), (W,  m d  (x); 
226.7(b) ( 2 ) :  226.7 tc). (d).  ( f ) ,  (g), (h). 
and ( i )  : 226.13 (i).  (1). and (k) ; and 
226.14. the term includes consumer credit 
'extend* on an account by use of a credit 
card, ~ h e t h e r  or not a finance charge 
may be imposed. The term does not in- 

cludo negotlrrted advance8 under ah open, 
end renl w h b  mortgwe or a letter of 
credl t. 

* . rn rn 

tcc) "Proper written notification oi a 
billing errof' is any written notiflaation 
(other than notice on a Da~ment medium 
or other material' acchpanying the pe- 
riodic statement U the creator so stiau- 
lates in the disclosure required by 3 226.7 
(a) (91, (d). and (1) received st the 
address disclosed under 3 216.7tb) (1). (x) 
within 60 days of the Brst mailing or 
delivering to the customer's aurrent des- 
ignatcd addrcss (as reituired in 8 326.7 
(b) ) of the periadic statement on which 
t h o  disputed itemca) or amountts) L 
reflected in which the customer- 

(1) Sets forth or otherwise ennbles the 
creditor tq identlfy the name and account 
number (if a m )  of .the customer; 

(2) ~ndicates the'customer's belie? that 
the aeriodlc statement contains a bfllini? 
err& and the suspected,amount aP such 
error, and 

(3)  Sets forth the reasons for such be- 
lief to the cxtent applicable or known by 
the customer. 

* * * 
8 226.3 1 Amended I 

4. Footnote'in § 216.3 is redesignated 
ns follows: 

Footnote 1 is redesignated la, footnote 
l a  is redesighated lb, and new footnote 
1 is added ns set forth in 9 226.2 ( j  (3) 
supra. 

5. To implement section 167, 8 226.4(i) 
is added as follows: 

(i) Discounts for paymcnts tn cash. 
( 1) Notwi thstanding any other provision 
of this section, a discount which a cred- 
itor offers, allows, or otherwise makes 
avnilable for the purpose of inducing pay- 
ment for a purchase by cash, check, or 
similar means rather than by use of an 
open-end credIt card account, whether or 
not rr credit card is physically used, is 
not a flnance charge, Provided, That: 

(1) Such discount does not exceed five 
percent when computed or expressed sa 
R percentage of the tag, posted, or ad- 
vertised price of the property or services 
which are the subject of the transaction. 

(ii) Such discount is available to an  
prospective buyers, whether or not they 
are cardholders, and such fact is clearly 
and conspicuously disclosed by a sign or 
display posted a t  or near each public en- 
trance to the seller's place of business 
wherein such discount is offered, and a t  
all locations within the place of business 
where a purchase may be paid for, and 

(111) If an offer of property or services 
is advertised in any medium or if offers 
are invited or accepted through the mail, 
over the telephone, or by means other 
than personal contact between the cus- 
tomer and the creditor offering such s 
discount, and if customers are allowed 
to pay by use of a credft card or its un- 
derlying account and sueh fact is dis- 
closed in the advertisement, telephone 
contact, or in other .correspondence, the 
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availability of a discom fur pagarente 
in cash must be olearlg snd COIUW~CU- 
ously dlaclosed in any advertlrJsmenf for 
such offerings and, in any cam. before 
the traneactlon has been coPnplebd by 
used thecredit cord.os.ttr~aU- 
account. . ,  

(2) With rea-t to any au& dlscount 
for cash which is @eater thsn rive-ger 
cent, the total arhount 0% such discount 
shall constitute a finance cherge under 
# 226Ata) b be dbdosed in socordsnce 
with 9 226.74e). 

(3) The availability of any' discount 
may be limited by the creditor oflering. 
such discount to certain types of pmpertg 
or services or to certain outlets main- 
tained by that creditor provided that 
such Ilmitations are clearly and conspic- 
uously disclosed. 

(4) Notwlthetsndhg anything con- 
tained in the foregoihg pf&ragregh to the 

cation or a billing emor shall not 'be me- as to the conslsfencw or 1nconeisten6 of 
emgted as to any situation in which the a State law with Chapter 4 af the Act 
tkne perlod lor m a w  a proper wrltton or its implcmentlng provlslom In this 
notification of a billing error as ~rovlded part. 



4:12(M. 
t 

quires the dabs of payment6 and credlts, 
the creditor need not supplement or alter 
Il ls  forms; however, complying forms and 
placedares must bc in use not lnter than 
Alw11 30. 1976. 5 

7. To lmglemcnt se~tlons 127(a) (8).  
l27tb\t11), 1 2 7 ( ~ ) ,  l63,~64,169,~11d 167, 
F 226.7 is nmcnded as follo\vo : 

R. Paragraph ( a )  (9)  1s" nddcd as set 
forth below. 

b. The text followlnp the hcadltrg of 
paragraph cb) is redesignalcd ns [)ant- 
graph i l l 1  (1). 

c. Para~raphs (bl (1) tl~rouuli (9) hre 
rMe,cipnaled as pamp~nplrs (11) t 1 ) (1 ) 
tlwouqh c ix) . 

d. Paraglap11 (b l t l l (k )  Is addcd cts 
set fo1311 bclow. ' - 

e. Redesignated paragrapha cb) ( 1 ) 
(1'. (11). ttii), tv).:and cix) are revised 
as sct forth below. 

f .  Pamgml~h tb) ( 2 )  is added as sct 
forth bclow. 

a. Paragl-aplrs ( c )  t 1) w d  (2) are 
revised, and old paragraph cc) ( 3 )  Is re- 
dcsimated a.3 paragraph ( c) ( 4 )  . New 
paragraph t c) (3, isadded. 

11. Paragraphs cd) find tc) are re- 
d e ~ i ~ ~ t e d  as paragraphs te) and (f r : 
new Paragraphs cd), ( R ) ,  ch), and (1) 
are added. Redcsb~atcd paragraph (e) 
is revised as set forth below. 
$ 226.7 Opcn end  credit ~WOIIIIIS--~;~C- 

r i f ic  rlirclosnrc~. 
(a )  ' ' 
t 9' The followlna~~ot.icc : 
NOTICE See accompRn&-$nR statement for 

lrnportant lnformntlan regarding your rlghta 
in dlspute hllllng errors 
and a separate statement contalnlng sub- 
~tAntlally the follou4ng text?" %% appllmble. 
written clearly and conspicuously. shall nc- 
rxmpany the statement required by para- 
graph ( a )  of thls sectlon, or the followlng 
text without the precrdlng notlce may be 
included on the st.atemen required by para- 
p a p h  ( a )  of thls Rectlon i f  d l sc lwd clearly 
and conspicuously, or the followlng text may 
be lncluded on the reverse slde d the state- 
ment required by paragraph ( A )  of this sec- 
tlon w i ~ h  the following notice oh the  face 
of the statement: 
NOTICE Scr revrme slde for important 

lnformatlon regarding pour rlght. t o  dispute 
bllllng orrors 
IN CASE OF Ennons on I N Q ~ ~ ~ I E S  ADOVT TOVD 

BILL 
Thr F~dera l  Truth ln Lendlng Act requircs 

prnrnpt corrrctlon of billlng mlstaksa 
1 If you want to  prerervr your rights un- 

der Lhe Art. here's what to do If you think 
your bill is wrong cr lf you n2ed more in- 
formation about an ltem on gour bill 

a Ds not UTlte on the bill. On a separnte 
sheet of papcr write [Al tcmatc  Write on the 
bill or other sheet of paperr (you may tele- 
phone pour inquhrp but dmnp.ao will not pre- 
servr your raghts under this law) the follow- 
in!Z 

I Your nam: and account number (If 
any) .  

11 A description oi the  err31 and an ex- 
planation ( to  the extent you can explaln) 
w h ~  vou belleve I t  ls an error 

1i you only need more information, ex- 
plam the iLem you are nct cure about and. 
- 

*'. Wherever the word "credltor" appears or 
I, referred t o  In the statement, the creditor 
may substitute appropriate references. such 
t ~ .  "company." "bank." "we" or a specific 
nume 

.RULES AND REOULATI~NS 
1I you wlsh, ask for evldence of the obqrge 
uuclr BE 4 copy of the charge ellp. Do not aend 
In your copy of a naloe sllp or other docu- 
nwnt un lea~  you have a duplicate copy for 
your recordn. 

Il l .  The dollnr nrnoruit of thd euupeoted 
err,w. 

iv. Any other 111f(wmtion (such ns your 
address) whlch you thlnk wlll help tho 
credltor to ldentlfy you or the rcauon lor 
yow colnplalrlt or ltrqulry. 

11 Send y m r  l ) l I l I~~g error notlco to tho 
addl-eas on your blll wlllch la Ilnt8d after the 
wordn: "Send Inqulrles To:" or elmllar word- 
1111;. ( Allcrnalc . Lqcntl your bllllng error notlco 
to: (credlbr'a name and addreus) . J  

Mnll IL ns s. 011 a . 5  y w  can,,but I I I  any ciwe. 
early enough to rx ' l r  the credltor wlthln 00 
days after the h111 wns malled to you. If 
you have autlltSrl~ed your bnnk to automatl- 
rally pay from )our ~ I ~ c ~ l c l n ~  or Rnvlngn ac- 
count any credit card bills from that  bank, 
you c m  810,) (:r rwcr-e payment on nuy 
nnrouilt 3011 thlulc 19 wrong by Intrlllng your 
w t l c e  h1 the c red l l~~r  recelvea I t  wlthln 10 
(l.a>s after the bill wns sent to you. How- 
ever, yau do not Imw lo meet thla 16-day 
dcndllnc. to get thc creditor to  l~lvestlgata 
your  1~111111~ errar clslln. 

2 I l l e  crd l to r   nus st .acknowledyo all let- 
ters p,\11tlng out posslble errors wltliln 30 
dr ip  dl  recelpt. u111e.w the credltor 1s able 
to correct your blll durlng that  30 days. 
Wllhln 90 days aftcr recelvlng your letter, the 
creditor must elther correct the error or ex- 
r.laln why the credltor belleves the blll wns 
correct. Once the credltor haa cxplalned the 
blll. the credlkr hag no further obllgntlon 
t o  you ere11 though you ntlll believe tha t  
there Ls a n  errdr, except MI provldcd 111 para- 
graph 6 bclow. 

a. After the Crcdltor h m  been notlfled. 
ncltller the c rd l to r  i or an RttoPney nor a 
c.dl&tlon agcdcy may scnd you collection 
letters or take othcr ~0 l le~ t10n  action wlth 
respect to the wnount In dlapute; bu t  
perlodlc statements tnny be sent to you, and 
the dispntod amount can be applled agalnat 
your credlt limit You cmnot  be threatened 
wltlr d&nla;3e to your credlt ratlrlg or sued 

0. If the oredltor doe8 not follow them 
rules, t h e  oredltor Is not slowed to oolleot 
the Rret 460 of the dlsputeq amount and 
tlnanae charges, even I f  the blll t w n e  out  LQ 
be oorreot. 

7. If you hnve n proble~n wlth property or 
eervlcea purchwed wlth o credlt card, you 
may havo tho rlght not to pny tho remnlnlna 
amount doe on them, If you flret try In good 
falbh t o  return them or glvo the  merahant a 
cl~nnce to corroct tho problen~. There are two 
llniltatlona on thls rlght: 

n. Yon muat havo bought them In your 
home ~ t n t e  c r  If not wlthln your home atate 
wltbln 100 mllea of gour current malllr~g 
nddrcsu: and 

b. The pirrclln~e prlcc must have been inoro 
tlinn @BO. 

However. theae l lmltnt lon~ do not apply If 
the merchant lq oaned or operated by the 
credltor, or lf tho credltor malled you the 
advcrtlsemotlt for tlre property or services. 

(b) Pcrtodfc slatentents required. (1) 
Except In the cmc of nn nccount which 
the creditor deems lo be uncollectible or 
wlth respect to which delinquency col- 
lectlon procedures harc been instituted, 
the credltor of any open end credH ac- 
count shall mail or deliver to the 
customer, for each billing cycle at the 
end of whkh there b nn outstanding un- 
disputed debit or credit balance in excess 
of $1 in that account or with respect to 
whlch a finance chargc Is Imposed, a 
statement or statements which the cus- 
tomer may retaln, setting forth in ac- 
cordance with paragraph (c) of thL 
section each of the following items to the 
extent appllcahle: 

(1) The outstanding balance in the ac- 
count n t  the beginning of the billing 
cycle, using the tcrm "previous balance," 
and In the case of a credit balance, 
an appropriate identlt?cation as such. 

(ii) (A)  In cases id which an  actual 
copy of the document evidencing the 

for the a n u u n t  In qr~cstlon, nor can the dls- 
puted amount be reported to a credlt bureau 
or to othcr creditors as  dellnquont until  tho 
creditor has answcrccl your lnqulry. Howevrr, 
you rrmatn obligatrd l o  pay the parts of your 
bill not in d. ispuip .  

4. ff i t  is deternllccd that  the credltor has 
made a mlstnke cn your blll, you will not 
have to pay nny dnmco charges on any dls- 
puted amount. Ii i t  turnn out  t h a t  the 
credltor has not made on error, you may have 
to pay finance charges on the amount ln  dis- 
pute, and you will have to make up  any 
missed mlnlmum or required payments' on 
the  disputed funount. Unless you have agreed 
t h a t  your blll was c..rrect. the credltor must 
sent you a wr1tte:l nctlflcatlon of what you 
owe; sud  If i t  1s detcrmlned that  the credltor 
dld make n mistake in  bllling the dlsputed 
amount. you must be given the time to pay 
whlch you nornlally me given to pay un- 
disputed iunounts before any more finance 
charges or late pnyment charges on the  dls- 
puted amount can b? charged to you. 

5. If the cmd.ltnr's explanatJon does not  
satisfy you and you notlfy the credltor fn 
writing wlthln 10 days after you receive his 
exrdanation that  you still refuse to pay the 

credit trnnsaction t whlch does not In- 
clude a so-cnlled "facsimile draft") ac- 
companies the periodic statement on 
which the transaction is A r s t  reflected. 
the amount of the transaction and either 
the date of the transaction or the date 
the transaction is debited to the cus- 
tomer's account: or 
(B) In cases in which an actual copy 

of the document  evidencing the credit 
transaction does not accompany the 
periodlc statement, then on or wlth the 
periodic statement on .which the credit 
transaction Is flrst reflected a t  least:. 

( 1 ) The date on which the transaction 
took place ' and the amount of the trans- 
action; and 

(2) A brief identification of the 
7 ~ 1 t h  respect t o  trnnsectlons whlch are 

not bllled In full on any slngle statement b u t  
for whlch precomputed lnstalmenta are 
billed perlodlcally, the  date the  transactlon 
takes place for purposes of thle paragraph 
shall be deemed to be the  date on whlch the 
amount h deblted to the customer's account. - - 

disputed amount. the creditor may report ''For PWJoses of this Paragraph. desfg- 
, yoc to credit and other md natlons such as "merchandise" or "miscel- 

laneous" shall not be considered eufficient purrme regular collectbn pmced-s. But identlflcatlon of property or services, but  a 
the credltor must also repoa tha t  YOU t u n k  reference to a department ln a sales estab- 
you do not owe the money, and the credltor lishment whlch accurately convey8 the 
must let you know t o  <horn such reports identacatlon of t h e  type(si of property or 
were m a .  Once the matter been settled & ~ ~ ~ ~ ~ ~ s , " ~ C ~ , " t i l ~ ~ r ~ & u O ~ ~ ~ <  
between ycu and tbe creditor, the  creditor Identmficatlon may be made on an ac- 
must notily tboae to whom the creditor re- comDanvlne  ID or  bv svmbol relatlnn to - .  -.- - - - -  - ~ -  ~ I ported you as delinquent of the  subsequent an t d e h t k d o n - -  ll& printed on  "the 
resolution. statement. 
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~ r o p e r b  or services p u r c h ~ e d  h cases 
in which the credltor and the eellor are 
the same pereon or related permne, or 
the seller's name tee disclosed on the 
document evidencing the transaction 
provlded to the oustorner) and the ad- 
dress (city and stnte or foreign country, 
uslng underatandable and generally sc- 
cepted abbrevlatlone If the aredltor .so 
desi-) where the trafisaction took place 
In cases in which the credltor and the 
seller, are riot the ,same person or relatcd 
persons. 

( C )  ~otwlthstandlng the vrovisions of 
8 8  'd26.7(b) (1) (ii) (A)  and aM.7(b? (1) 
(11) (B) , in cases in which a transaction 
involving nonsale credit, such as a cash 
advan& or an  overdraft or other check- 
ing plan trnnsactlon, is reflected on the 
periodlc statement, a t  lenst: 

( 1 )  An actual copy of the document 
evidencing the transaction whlch show6 
the dollar amount of the transactlon and 
either the date of the trmsaction, the 
date the transactlon wns debited to the 
customer's account, or the date placed 
on the document or instrument by the 
customer (11 tho customer signed the 
document or instrument) ; or 

(2) An ldentiflcation of the transac- 
tlon. whlch characterlees i t  as a cash ad- 
vance, loan, 0verdr~ft  loan, or other des- 
lgnatlon as appropriate. and which ln- 
cludes the amount and the date of the 
transaction lb or the date which appears 
on the document evidencing the trans- 
action (if the customer dgned the docu- 
ment or  instrument). 

RULES AND R6GULATIONS 43205 
perdbna," the crodltor mdy rely upon and 
dlacloso the informakisn eupplied by tho 
seller wlth respect to the date and 
amount of the trqnsactlon. 

(2) Notwlthstnndiri@ tho provleians of 
paraeraph (b) c 1) (11) (D) of th@ motion, 
from July 1. 1070, to Octobor aB. 1077. 
tho datc of debiting tho amount 09 the 
traneaotion to the customer's account 
may be substituted for -the dnte of the 
transactlon or the d a b  placed on the 
document evtdmclng a credit trenaactlon 
when either such date is unavaitrtble to 
the creditor; and an ldentlfying number 
or symbol which appears on the docu- 
ment evidencing the credlt transaction 
given to or used by the oustomer a t  the 
tlme of or In connection wlth the trans- 
actlon may be substituted for the seller's 
name and addreus or descrlption of the 
property or services purchased when such 
information is unavailable to thc credi- 
tor. 

(3)  The effective date of tip228,7(b) 

annual ~>orccntago rnto dctonnlncd bY ' 

multiplyln~ the pcriodlc rate by the num- ., ber of pcriods In a your. The words "COP 
responding annual porcentege rate," 
"uorrespondlng nominal annual per- 
centage rate," "nominnl annual percent- 
age rate." or "annual percentage rate" 
(or "rates") m y  be used to describe the 
corresponding annual percentago rate. 
Tho requlrements of A 228.6ta) with re- 
spect to disclosing the term "annual per- 
centage rate" morc conspicuously than 
other requlred tcrmlnology shall not be 
appllcable to the disclosure made under 
this paragraph, although auch t e rn  (or 
words Incorporating such term) may, a t  
the creditor's optlon, be shown as con- 
spicuoualy as  the termlnoloey required 
under paragraph (b) (1 ) tvl) of thls sec- 
tlon. Where a mlnlmum charge may be 
appiicablc to the occount, the amount 
of such minimum charge shall be dis- 
closed."" 

ID) Xn a case in which any of the in; 
formation wlth regard to the date of the 
transaction, the date placed on a docu- 
ment signed by the customer, the des~rlp- 
tlon of the property and servlces pur- 
chased, or the aeller's name and address 
as rewired by 80  226.7(b) (1) (ii) (B) and 
226.?(b) (1) (ill (C, is not available to the 
creditor, an  identifying number or sym- 
bol which appears on the document evi- 
dencing the credit transaction given to 
or used by the customer a t  the tlme of or 
in connection with the transaction. The 
provlsiona of the flrst sentence of this 
paragraph shall not relieve the credltor 
of responsibility for malntaining proce- 
dures reasonably adapted to enable the 
creditor to obtain the primarily required 
Information st the time the amount of 
the transaction is transmitted to the 
creditor for debiting to the customer's 
account. 
(El In  complying wlth the dlsclosure 

requirements of paragraphs (b) t 1) (li) 
(A), (B) , CC) . and (D) of this section: 

( 1 )  In cases in which the creditor and 

(1) (it) (A) through 226.7tb) (1) ( H )  (El 
(3, inclusive. is July 1, 1076. Until July 
1, 1970: the creditor shall dleclose the 
date of each extcnslon of credlt or the 
date. such extcnslon of credit la debited 
to the account during the billing cyclc, 
the amount of such extenelon of credit 
and, unless previously furnished. a brlef 
identification '" of any goods or services 
purchased or othcr cxtenslon of credit. 

(ill) The amounts and dates of crcdit- 
lng to the account during the billing cycle 
for paymenb, ming the term "pay- 
ments." and for other credits including 

the seller are not the same or related 

7b In caaee in whlch an amount le aeblted 
to a customer% open end credit account un- 
der an overdraft checking plan, the data of 
debltlng the open end crsdlt ~ccaunt ahell be 
consldmed the date of thb transsctfon for 
purposes of WB paragraph. 

returns, rebates of flnance charges, and 
adfustmenb, using the term "credlts," 
and unless greviously furnished a brief 
ldentiflcation' of each of the items in- 
cludkd In such othcr credits. 

tv) Each periodic rate, ueing the term 
"perlodlc rate" (or "rates"). that may be 
used to compute the h n c e  charge 
(whether or not a ~ ~ l i e d  during the blll- 
lng cycle), the range of bahhces to which 
it ts appllcable, and the corresponding 

l r  For purposes of thls pasagraph, a person 
is not related to the credltor olmply because 
he and the credltor have an agreement or 
contract pursuant to whlch he l a  authorbed 
to honor the Credltor'r ~ m d i t  card under the 
terms specifled In the agreement or contract. 
Franchised or llcellred sellers of a credltar'a 
product shall be comldered to be relstaa to 
the creditor for purpom of thls paragraph. 
Sellers who asslgn or sell open end eustomer 
sales acwunta to a credltor or arrange for 
such credlt under an open end credlt plan 
whlch allows the customer to w e  the credit 
only In transactions w l t h  that $ e l k  shsll be 
considered related to the credltor for pur- 
poees of thin paragraph. 

~Identiflcatlon map be made on an sc- 
companplng sllp or by symbol relating to an 
LdentUkatlon lbt printed on the rtatement. 

0 Identltlcatlon may be made on an accom- 
penylng 8llp or by symbol relating to an 
ldentlflcatfon llst prlnted on the statement. 

(1x1 Tho closln~ date of the billlng 
cycle and the oqtstanding balance in tho 
account on that date, u h g  the term 
"new balance." and In the case of a credlt 
bnlsnce, appropriately ldentlfled an such, 
acbompanied by the ~taternent 'of the 
data by which, or the qerlod withh 
whlch. if any, payment munt be made to 
avoid additional flnance charges. except 
that the creditor may, a t  hls option and 
with0u.t dlsclosure. impose no such addi- 
tlonnl flnancc charges I f  payment is re- 
Ceived after such qate or termlnatiot.1 of 
such nerloa. - - - - - . - - - - 

cx) An address to be used by ths 
crcdltor for the purpose of receiving blll- 
fng Inqufries from customers. Such ad- 
dress shall. be preceded by the mption 
"Send Inquiries To:", or other similar 
language indicating that the addrms ts 
the proper location to send such 
inquirte.lr. 

(2) If tho of the Open end 
credlt plan provide a time period wlthin 
whlch the customer may r p a y  any por- 
tion of the new balance w i t h h t  tncur- 
ring an additional flnance charge, late 
payment charge, or other charge. no 
such c h a m  may be imposed with ream3 
to any portion of such new balance unless 
the periodic statement disclosing the new 
balance is mailed or delivered to the cus- 
tomer at least 14 days prior to the date 
specifled In the statement as  being th? 
date by which payment of the new bal- 
ance must be made in order to avotd the 
imposition of that flnance charge or late 
payment chstge, except that  such tlme 
limitation shall not apply in any case 
where the creditor has been ~ m e n t e d .  
delayed. or hindered In mailing or  de- 
llverlng the perfodic statement within 
such time llmit because of an  act of God. 
wbr. civil disorder. ,natural disaster, or 
trtrike. 

(c) 
(1) Thb Snformation required to be- 

disclosed under paragraph (b) (U UF) of 
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this section and itemization of the 
@mounts and dates required to be die- 
closed under paragraph (b) (1) (iii) of 
this section Bnd of the amount of any 
flnance cfiargg required to. be disclosed 
under paragraph (b) (1) (iv) of thls sec- 
tion may be made on the reverse side of 
the periodic statement or on a separate 

\ &accompanying statementts) : Provided, 
That the totals of debits and credits are 
disclosed on the face of the periodic 
statement: and 

(2)  The disclosdres required unQr 
paragraphs (b) (1) tv) and (b) (1) (viii) 
of this section, except the disclosure of 
the balance on which the flnance charge 
was computed, may be made on the 
reverse side of the periodic statement or 
on the face of a single ppplemental 
statement which shall accompany the 
periodic statement. 

(3)  The disclosure required by para- 
graph (b) (1) (x) of this section may be 
made on the reverse side of the periodic 
statement. 

(4) I f  the creditor exercises any of the 
options provlded under thh paragraph, 
the face of the periodic statement shall 
contain one of the following notices, as  
applicable: "NOTICE: See reverse aide 
for important information" or "NOTZCE: 
See &co~mpaming statementfs) for Im- 
.~ortant~information" or "NOTICE: 'See 
reverse side and accompanying state- 
ment (s) for important information," 
and the disclosures shall not be separated 
so as to confuse or mislead the customer 
or to obscure or detract attention from 
the information required to be disclosed. 

(d) Semiannual statement. required. 
( 1) The creditor shall mail or- deliver 
durlng two billing cycles per year to each 
customer entitled to receive a periodic 
statement under B 226.7(b) for such bill- 
ing cycle. the statement required by 
S 226.7ta) (91, written clearly and con'- 
spicuously either on one or both sides of 
a separate page or on one or both sides 
of the periodic. statement required by 
Paragraph (b) of this section. 

(2) The timfng'of the mailing or de- 
livery of such semiannual statements 
shall be not less than 5 nor more than 7 
months after t h e b o n t h  in which the 
last preceding such statement was mailed 
or delivered: Prouided, That: 

(i) The creditor shall select a t  least 2 
billing 'cyclb in any 12 month calendar 
period for the mailing or delivery of such 
statements; and 

tii) The first semiannual statement to 
any new customer may be mailed or de- 
livered to that customer during the next 
regularly scheduled mailing or delivery 
of semiannual statements in which he is 
entitled to receive a semiannual state- 
ment under paragraph (d! (1) of this 
section. 

(3 )  If the creditor chooses to alter the 
cycle of mailing or delivering semiannual 
statements, the creditor may mail or de- 
liver the semiannual statement less than 
5 months after +e last preceding such 
statement was ailed or delivered: 
Provided, That &e oreditor mails or 
deltvers a t  least 3 such statements in the 
next twelve months computed from the 
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month In which the last preceding serni- 
annual statement was mailed or de- 
livered. 

(4) Nothlng in this section shall be 
construed to prohibit a creditor from 
mailing or delivering the statement re- 
quired by this section more frequently 
than semiannually. 

(6) As an alternative to the require- 
ments of paragraph (d) (1) of this sec- 
tion, the creditor may 'mafl or cikliver, orl, 
or wlth each perlodic statement required 
under paragraph (b) (1) of this section, 
substantially the following statement 
and, if applicable, the perlodic statement 
must contain one of the notices provided 
for In paragraph tc) (4) of thls section, 
provided that the creditor must promptly 
but in no event later than 30 days, mail 
or deliver to a customer the statement 
required by 0 226.7ta) (9) a t  any time 
upon a customer's request and also upon 
receipt of each billing error notice mailed 
or delivered to the creditor by a cus- 
tomer: 

Send your lnqulry ln wrltlng \at creditor's 
option: on a separate sheet] so that the 
creditor recelves It wlthln 60 days after the 
bill was mailed to you. Your wrltten inquiry 
must 1-nclude : 

1. Your name and account number (if 
any ) : 

2. A descrlptlon of the error and why '(to 
the extsnt you can explaln) you belleve It 1s 
an error; and 
3. The dollns amount of the suspected 

error. 
If you have authorized your credltor to au- 

tomatlcelly pay your blll from your check- 
ing or savlngs account, you can stop or re- 
verse payment on any amount you think is 
wrong by mafling your notlce so that the 
credltor receives it  wlthln 16.days after the 
bill waa sent to you. 

You remain obllgated tq pay the parts of 
your blll not In dlspute, but you do not have 
to pay any amount 1s dlspute during the 
tlme the credltor is resolrrfng the dlspute. 
Durlng that same tlme, the credltor may not 
take any actlon to eollect. dlsputed amounta 
or report disputed amounts aa dellnquent. 

If you have a problem with property or 
services purchased wlth a credlt card, you 
may have the right not to pay the remaining 
amount due on them If you Brst try ln good 
faith to return them or glve the merchant 
a chance to correct the problem. There are 
two llmltatlons on thls rlght: 

1, You must have bought them In, your 
home state or, if not wlthln your home state. 
wlthln 100 mlles of your current malllng ad- 
dress: and . a. The purchnse prlce must have been more 
than $50. 

However. these limitations do not a ~ ~ l v  

of honoring a customer's credit card, 
shall make the disclosures required under 
paragraphs (b) (2) and (d) of 8 226.8 
Credit other than open encLspedllc 
dtsclosures, at the time of that transac- 
tion, and the annual percentage rate to 
be disclosed shall be determined by dl- 
vldlng the amount of the flnance charge 
by the amount flnanced and multiplyine 
the quotient (expressed as a percentage) 
by 12. 

(2) The creditor of the open end credit 
account shall not separately consider 
any charge imposed under this para- 
graph for purposes of the disclosure re- 
quirements of paragraphs (a) and tb) 
of this section. 

I I * 
( g )  Prompt crediting of pavments. Re- 

gardless of the date of actual posting of 
a payment to an  account, such payment 
shall be credited to the customer's ac- 
count as of the date such payment is re- 
ceived by the oreditor, and no flnance 
charge, late payment charge. or other 
charge shall be imposed with respect to 
the amount of such payment which is 
properly received bv the creditor on or 
before the time indicated by the creditor 
as neomary to avoid imposition thereof: 
Provided. That: 

(1) If a creditor fails to post the cus- 
tomer's payment in time to avoid the 
imposition of flnance charges, late pay- 
ment charges, or other charges, the cred- 
itor shall adjust the customer's account 
so that the flnance charges, late payment 
charges, or other charges are credited to 
the account during the customer's next 
billing cycle. 

(2) For the purposes of paragraph (13) 
of this section the creditor may specify 
on the periodic statement or on accom- 
panying material that need not be re- 
tained by the customer, reasonable re- 
quirements with respect to the form, 
amount, manner. location, and time for 
receipt of payments, except that: 

(i) I f  no particular hour of the day 
has been clearly swcifled by the creditor 
as the time by which payment must be 
received by the creditor in order to ob- 
tain crediting to the customer's account 
as of that date, payments received prior 
to the close of business on that day must 
be credited as d that date; 

(ii) I f  no location(s) has been clearly 
specified as the locationts) a t  which pay- 
ment may be made, then payment at any 
location where the creditor conducts 
business shall be credited as of the date 
such ~ayrment is presented: and 

if the merchant is owned or operatea byihL (iiij 1f no particular manner of pay- 
credltor, or If the. credltor mailed you the ment has beon clearly specified, then 
advertlsement. for the property or Berrrfces. payment by check. cash, money order, 

This Is a summary of your rights: a full bank draft  or similar instrument 
statement of your rlqhts and the creditor's 
responslbllltles under the Federal Fair Credit in negO'otiable 
Bllllng Act will be'sent to you both upon re- tute proper manner of payment. 
quest and in response to a bllllng error (3 )  If the creditor f lcce~ts  Payment a t  
nntlce. locations othor than those stmifled un- - - - - - - - . 

der paraiqpph ( g )  (2) (ii) of this section, te) Finance charge fmpOsed at the the creditor shall credit the customefs 
time creditor* account promptly (in no case later than than the creditor Of the Open end 5 days from the date of receipt): Pro- credit account* imp0ses a finance vided. That the possibflits of such delay 
charge not expected by 8 226.4(1) Dis- is clearly disclosed to the customer on the 
counts for ~ayments tn cash, at the time periodic statement or on accompanying 
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mt&al that nwd not be retained by the with respeot to credit other than open (2) Shall recompute the Comparative 
cuutomer, end which is extended on an account Index of Credit Cost in accordance with 

(4) Paymwtg need not be credited a~ by w e  of a credit card, 98 226.8 tn) and paragraph (b) of this section based upon 
(0) (6) are revised and 0 226.8W is any new open end credit account terms 
added as follows: to be adopted and shall disclose the new 

of the date of receipt (but in any case 
muat be' credited promptly) if a delay in 
crediting does not result ln the imposi- 
.tion of m y  flnance charges, late payment 
chargea, or other charges for that billing 
cycle or  a later billing cycle. 

(5) If, because of operatiooal limita- 
tions, the creator is unaMe to credit, a 
payment made on an average daily bal- 
ance or dally balance account .as of the 
date of receipt and there was a "previous 
balance" hi the account for the billing 
cycle in which such payment was re- 
ceived, or the account is one in which 
the terms do not provide a time period 
wlthin which the customer may repay 
any portion of the new balance without 
incurrfng an additional flnance charge. 
late payment charge, or other charge, a 
creditor may credit such payment 
promptly (in no case later than 5 days 
from the date of receipt) until October 
28.1978. 

(h) Crediting and refunding excess 
pavments. (1 ) Whenever a customer 
mails or delivers payment to the creditor 
In excess of the new balance tss provided 
in O 226.7cb) (1) (ix) to which the pay- 
ment is to be applied, the creditor shall: 

ti) Credit the customer's account with 
the total amount of. the payment as specl- 
fled in paragraph (g) of this section. or 

(ii) Credit the custorner:s account 

226.8 Credit other than open cnd- 
mpofiiic dincloeures. 

' *  * . . 
tn) Periodic statements. (1) If a cred- 

.itor transmits a periodic bllling shte- 
ment other than a delinuuency notlce, 
payment coupon book, or payment pass- 
book, or transmits a sWtement, bflliqg, 
or advice relating exc)usively to amounts 
to be pald by the customer as escrows 
for payment of talres, insurance, and 
water, sewer, and land rents, it shall be 
in a form which the customer may retain 
and shall set forth : 

(1) The annual percentage rate or 
rates unless exempted by 0 226.8(b) (2) ; 
and 

(ii) The date by which, or the period, 
if any, within which payment must be 
made in order to avoid late payment or 
delinquency charges. 

(2) If the creditor is requlred to send 
a periodie statement under paragraph 
(q) of this section, the requfrements of 
08 226.7(b) (1) (i),  (ii), (fli), tix), and 
(XI, and 0 226.Wb) (2) shall be met, as 
applicable, to the disclosures required by 
this paragraph. 

(0) - 
with an  amount equal to the total new 
balance as speciAed in paragraph (g) of 
thie section and .promptly (in no case 
later than 6 business days from the cred- 
itor's receipt of the payment) refund the 
excess amount. 

(2)  Notwithstanding the provisions of 
paragraph (h) (1) of this section, i! the 
customer requests in writing a refund of 
any excefs payments, a creditor shall 
refund any such excess payments. of $1 
or more, promptly (in no case later than 
6 business .days from receipt of the cur- 
tomer's request). 

(3) After' crediting a custqmer's ac- 
count with the total amount of a payment 
under paragraph (h) (1) (1) of this sec- 

(6) If a transaction subject to 0 226.8 
(0) is debited to an open end credit 

tion. a creditor may refund any excess 
Payment of any amount, whether or not 
requested by th customer. 

(i) Open end rea t  accounts existfnp 
on October 28, 5. In the case of any 
open end credi & account in existence and 
in which a balance of more than $1 is 
outstanding aB or after the clo4ng date 
of the creditor's first fuU billing cycle 
after October 28.1975, and which account 
is deemed to be collectible and with re- 
spect to which delinquency collection 
procedures have not been instituted, the 
items described in paragraph (a) of this 
section, to the extent applicable and not 
previously recluired to be disclosed to the 
customer, shall be disclosed in the form 
prescribed in paragraph (a) of this sec- 
tion, and mailed or delivered to the cus- 
tomer not later than the time of mailing 
or delivery of the periodic statement re- 
quired under paragraph (b) of this sec- 
tian for that billing cycle. 

8. To Implement section 103(f) and 
to clarify certain disclosure requirements 

account, disclosures shall b made as "H specified in paragraph (1) of th section 
and also aa specifled in 8 226.7. The full 
amount of the obligation including the 
amount of the discount may be debited 
to the open end credit account. under 
0 226.h(b) (1) (11) , and the amount of 
any finance charge representing the dis- 
count need not be added to any other 
finance charge for the purpose of com- 
puting and disclosing the total ambunt 
of finance charge and the annual per- 
centage rate under d 9  226:Sta) and 
226.7.= . . 1 

Comparative Index of Credit Cost in ac- 
cordance with paragraph (c) (2) of this 
section concurrently with the notice re- - 
quired under paragraph (f 1 of 8 226.7.:. 

(3)  Shall, when maklng such dhcldl 
sure under the provisions of paragraphs 
(a) (5) and (b) (1) tvii) of 9 226.7, make 
the disclosure to all open end credit ac- 
count cytomers; and 

* * . 
10. To implement section 171, 0.226.12 

t a) and. (b) b revised aa follows : 
$ 226.12 Enamption of certain Stutc 

regulated transuctione. 
(a) Exemption for State reoulated 

transactions. In accordance with the 
provisions of Supplements 11, YX, and V 
to Regulation Z, any State may make ap- 
plication to the Board for exemption of 
any class of transactions within the State 

. from the requirements of Chapters 2 
% and 4 of the Act and the corresponding 
provisions of this part: Provided, That: 

(1) The Board determines that under 
the law of that State, that clma of trans- 
actions is subject to requirements sub- 
stantially similar to those imposed under 
Chapter 2 or Chapter 4 of the Act, or 
both, and the correepondlng provLsLons 
of this part; Or in the cme of Chapter 4, 
the consumer is afforded greater protec- 
tion than is afIorded under Chapter 4 

v 

(q) Credit card accounts. In adition 
to the requirements f this section, con- 
sumer credit other &n open end which 
is extended on an account by use of a 
credit card,shall also be subject to the 
requirements of 88 226.7ta) (6). (7). (8), 
and (9) ; 226.'l(b) (1) (I), (il), (iii), (k), 
and tx) : 226.7(b) (2) ; 226.7 ( 0 ) .  (d) .kg), 
(h). and ( i )  ; 226.13 (i) ,  ( j ) ,  and (k) ; 
and 228.14. 

9. Section 226,lla (2)  and (3) is 
revised as follows: 
5 226.11 Comparative Index of wedit 

cost for open end credit. 
( 8 )  ' *  7 

of the Act, and 
(2) -ere is adequate provision for en- 

f orcement. 
(b) Procedures and criteria. The pro- 

cedures and criteria under which any 
State may apply for the determination 
provided for in paragraph (a) of this 
section .are set forth in Supplement II 
to Regulation Z with respect to disclosure 
and resclskion requirements (sections 
121-131 of Chapter 2). Supplement IV 
with respect to the prohibition of the Is- 
suance of unsolicited credit cards and 
the liability of the cardholder for unau- 
thorized use of a credit card (sections 
132-133 of Chapter 2).  and in Supple- 
ment V which will bedssued on or before 
October 28, 1975. with respect to fair 
credit billing requirements tsectlons'l61- 
171 of Chapter 4).  - .  . ' *  * .  

11. To ,implement 09  M6, 167, i68, 169. 
and 176,0 226.13 is amended as follows: 

a. Paragraphs (a) (1) through (4). 
and (a) (6) and (7), are 'incorporated 
into 8 226.2 as shown in the redisigna-b 
tion table of 

b. Paragraph (a) (6) is dele 
c. Paragraphs (b) 

designated as gamgraphs (a) through 
(h).  ll 

d. paragkphs (a) through (h) are re- 
vised and paragraphs (1) , ( j  ) .. (k) ; and 
(1) are added as set forth below. - 
5 226.13 Credit card transaction-pe- 

cia1 requiremcnte. 
(a) Zssua e of credi$ cards. Regard- 

lea of w h e g r  a credit card is to be usecl 
for personal. family, household, agribul- 
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tural. busfncss, or commercial purposes, 
no credit cnrd span be Issued to any per- 

, : 1311 cxcept : . 
( 1 ) In resmnse to a rcqucst or npplica- 

.tion therefor, or 
, (2, As R renewal of, or In gubstltution 

for, an accepted credlt Card whether such 
cnrd is issued by the samQ or a successor 
catd issuer. & 

t.b) Conditions of tiabhitlv of card- 
Roldcr. A cardholder shall be Hnble for 
~lnauthorized usc of each credit card is- 
sued only if, 

(1) Thc credit cnrd iji an &ccptcd 
crcdlt card ; 

(2) Such linbility docs not exceed the 
lesser of $50 or the amount of money, 
property, labor. or services obtained by 
such use prior to notification of the card 
issuer pursuant to i~aragraph te) of this 

* section; 
(3) The card issuer has given adequate 

notice to the cardholder his potential 
liability on the credit c & within two 
years preceding the unautliorized use; 
and 

(4) The card issuer has provided the 
tardholder with an addressed notiflca- 
tion requiring no postsage to be paid by 
the cardholder whlch may be mailed by 
the cardholder in the event of .the loss, 
theft, or possible unauthorized use of the 
credit card. 

(c\ Othet cond om of Ziabiutr. In 
addition to the c9 t? ditlops of liability In 
paragraph tb) of- thls section. no card- 
holder shall be l i t he  for the unauthor- 
ized use of any crkdit card which was 
issued after January 24. 1971. and. re- 
gardless of the date of its issuance, after 
January 24, 1972, no cardholder shall 
be liable for the unauthorized use of any 
credit card. unless the card issuer has 
provided a method whereby the user of 
such card can be identified as the person 
authorized to use it, such as by signature. 
photograph, or fingerprint on the credit 
card or by electronic or mechanical 
conflrmation, 

(dl Nottce to cardhoZ&. The notice 
to cardholder pursuant to paragraph 
(bl (S\  of this section may be given by 
printing the notice on the credit card, 
or by any other means reasonably assur- 
!ng the receipt thereof by the cardholder. 
An acceptable fonn of notice must state 
that-li9biIity shall not exceedS0 tor any 
lesser amount) , that notice of loss, theft, 
or possible unauthorized use may be given 
orally or in writing. and the name and 
address of the party to receive the no- 
tice. It may include any additional in- 
formation which is not inconsistent with 
the provisions of this. section. An ex- 
ample of an acceptable notice is as 
follows : , 

You may be liable tor the unauthorieed 
uhe of your amt card [or other tmn whfch 
dercrfbes the credit device]. You will not be 
liable for unauthorized use whlch occurs 
alter you notify ( n m  of card Cauer Or his 
designee] at taddress] orally or in wrltlng 
of loss, theft. or possible unauthorieed use. 
In my csse limbllity ahall not exceed Ifnsert 
a50 or any lesser amount under other ap- 
plicable h n  or under an# agreement with 
I he carUh~Lber] .  
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ce) Notice to card issuer. For the pur- 
poses of thls section, a cardholder noti- 
fles a card Issuer by taking such steps 
as may be reasonably required in the 
ordinary course of business to provide 
the card issuer with the pertinent lnfor- 
mation with respect to loss, theft, or 
possible unauthorized use of any credit 
card, Whether or not any particular om- 
cer, employee, or agent of the card issuer 
does, in fact, receive such notice or in- 
formation. Irrespective of the form of 
notice provided under Paragraph (b) (4) 
of this section, nt the option of the card- 
holder, noticc may be glvcn to the card 
issuer or his designee in person or by 
telephone or by letter, telegram, radio- 
gram. cablegram, or, gthcr written com- 
munkcation which sets forth the perti- 
nent information. Notice by mail, tele- 
'gram, radlograrn, cablemam, or other 
written communication shall be consid- 
ercd given a t  the time of receipt or, 
whether or not reccived, at  the expira- 
tion of the time ordinarily requlred for 
transmission, whichever is earlier. 

(f)  Actfon to enforce Zfabflity. In any 
action by a card issuer to enforce liabil- 
ity for the use of a credit card, the bur- 
den of proof is upon the card issuer to 
show that the use was authorized or. if 
the use was unnuthorized, then the bur- 
den of proof b upon the card issuer to 
show thnt the conditions of liability for 
the unautliorized use of a credit cnrd, as 
set forth in paragraphs (b) and (c) of 
this section, hnve been met. 

(g) Effect on other app2fcabZe law or 
agreement. Nothim hl this section im- 
poses liability upon a cardholder for the 
unauthorieed use of a credit card in ex- 
cess of Ms liability for such use under 
othe? applicable law or under any agree- 
ment with the card issuer. 

(h)  Business use of credit cards. If 10 
or more credit cards are issued by one 
card issuer for use by the employees of 
rt dngle business or other organization. 
nothing in this section prohibits the card 
issuer from agreeing by contract with 
such business Or other organization as to 
liability for unauthorized use of any suqh 
credit cards without regard to the pro- 
visions of this section, but in no case 
may any business or other organization 
or card issuer impose liability on any em- 
ployee of such business or other organiza- 
tion with respect to unauthorized use of 
such credit card except in accordance 
with and subject to the other liability 
limitations of this section. 

(i) Right of cardlaolder to assert claim 
or defenses against card issuer. (1 When 
a person who provides Property or serv- 
ices fails to satisfactorily resolve a dis- 
pute as to property or services purchased 
by use of a credit card in connection 
with a consumer credit transaction. the 
cardholder may assert all claims (other 
than tort claims) and defenses arising 
out of the transaction and relating to 
such failure against the card issuer, and 
the cardholder may withhold payment 
up to the amount of credit outstanding 
with respect to the property or servlces 
whtch gave rise to the dfspute and any 
finance charges, late payment charges. 

or other charges imposed on that amount 
if: 

( I )  The cardholder has made a good 
falth attcmnt to obtain satlslactoru res- 
olution of the clleagreement or problem 
relating to the transaction from the Rer- 
son honorlng the credit card, 

(HI The amount of credit extended by 
the card ksuer to the cardholder to ob- 
tain the prope~ty or services which re- 
sulted in the assertion of the c la im(~)  
or defenseW by the cardholder exceeds 
$50, and 

(111) The initlal transaction which gave 
rise to the assertion of the claim(s) or 
defensets) by the aardholder occurred In 
the same State as the caxdholder's cw-  
rent designnted address or, if not within 
the State of the cardholder's address. 
wlthln 100 miles from such address, ex- 
cept that the limitatlonu stated in para- 
graphs (i) (1) (11) and (iil) of this sec- 
tion shall not apply when the person 
honoring the credit card: 

(A) I& the same person as the card is- 
suer. or 
(B) b controlled, directly or indirectly, 

by the card issuer, or 
(C) Is under the direct or indirect con- 

trol of 8 third person who also directly 
or indlrectly controls the card issuer, or 

(D) Controls, directly or  Indirectly, the 
card issuer, or 
(E) Is a franchised dealer fn the card 

issuer's products or services, or 
(F) Has obtained the order for the 

transaction, relntive ! to which the 
claimts) or defcnse(s) is asserted. 
through a mai1,solicitation made by or 
pzrticipated in ,by the card lasuer, in 
which t h e  cardholder is soltcited to enter 
into such transaction by using the credit 
card issued by ths card issuer. Simply 
honoring or indicatln~ that a person 
honors a particular credit card is not any 
of the relationships described in para- 
graphs ( i ) ( l )  Mi) (A) through (F) of 
this section for the purpose d removing 
the dollar and distance Hmitations. 

(2) The amount of the claim(s) or  det 
fensecs) assertable by the cardholder un- 
der this section mas not exceed the 
amount of credit outstanding with re- 
spect to the transaction which gave rise 
t o  the assertion of the claimts) o r  de- 
fense(~)  a t  the time the cardholder first 
notifies the card issuer or  the person 
honoring the credit card for such trans- 
action of the existence of such claim(s) 
or defensek). For purposes of determtn- 
ing the amount of credit outstanding 
with respect to such transactions as  pro- 
vided in the preceiVng sentence. pay- 
ments and other credils to the dardhold- 
er's account will be dekmed to  have been 
applied in the order indicated to the pay- 
ment of: 

(i) Late charges in the order of entry 
to the account. 

(ii) Finance charges in the order of 
entry to the account. 

(W) Any other debits in the order In 
which each debit entry was made to the 
account. and 

(iv) When more than one item I8 in- 
cluded in a single extension of credit, 
credits are to be distributed pro rata ac- 
cording to prices and appltcable taxes. 
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(3) Thb sectlon .does not apply to 
cash advances obtained with a credit 
card when the advance ie unrelated to 
m y  .speciRc credit sale item.. 

(4) If the cardhqlder refues' to pay 
the amount of credit outstanding with 
respect to the property or services wfiich 
gave rise to the claim (6) or ,defeme(e) 
under this sectlon, the creditor may not 
report to any peraon that psrtioular 
amount aa delinquent until the dtspute 
Is settled or judsmcnt is rendered. 

(j) Prohibition of oflsets by card is- 
suer. (1) A carc! issuer may not taltb any 
action to of?set a cardholder's IndebCbd- 
ness arhing in connection with a con- 
sumer credit trans~ctlon under the rele- 
vant credit card .plan against funds of 
the cardholder held on deposit with the 
card iesuer unless a court order is ob- 
tained. 

(2) The prohibition ili paragraph ( J )  
(1) of thfs section does not appl to 
credit card plads h which the carddder  
authorizes ,the card issuer ask a method 
of payment to periodibally deduct all or 
a portlon of the cardholder credit card 
debt from his deposit accobt with the 
card issuer (subject to the l'rmltations in 
9 226.14k) : Provided, That: 

(i) Such automatic debit was previ- 
ously authorized in writing by the card- 
holder. or 

(ii) With respect to such automatic 
debit accounts in existence on October 
28, 1976, the card lssuer has given notice 
of the provisions of paragraph (j)  of thts 
section to such accounts prior to re- 
newal of the authorization (in no case 
later than October 28, 1976). , (k) Prompt notiflcation of returns. 
(1). When any creditOr other than the 
card issuer accepts the return of property 
or forgives a debt for services whlch fe 
to be reflected as a credit to the cus- 
tomer's open end credit card account, he 
shall promptly (in no case later than 
7 business days from the date the return 
is accepted) transmit a statement with 
respect thereto to the card issuer through 
the normal channels established by the 
card issuer for the transmittal of such 
statements. 

(2) Upon receipt of a credit statement, 
the card lssuer shall credit the custom- 
er's account promptly (in no case later 
than 3 business dam from receipt of the 
refund statement) with the amount of 
the refund. 

(3) If it is a creditor's (other than a 
card issuer) policy to give cash refunds 
to cash customers, he must also give 
credit or cash refunds to credit card cus- 
tomers. unless he clearly and conspicu- 
ously discloses that he does not give 
credit or cash refunds for returns a t  the 
time the transaction is consumm&ted. 
Nothing in this section shall be construed 
to require that a creditor give refunds for 
returns nor shall i t  be construed to pro- 
hibit refunds in kind. 

laThls parapph do26 not alter or affect 
the right of a card lssuer actlng under State 
law to attach or otherwise levy4upon funds 
of a cardholder held on deposit wlth the card 
h u m  If tbat remody la conetltutlonally avail- 
able to creditors generally. 

RULES AND REGULATIONS 
(1) '~ohiblted oat# at card fsruers. (1) 

No oard issuer may, by contract or other- 
wise: 

(1) Prohibit any perkn from offering 
any cssh discounts to all cuetomere of 
such person. includfirg catdholder CUB- 
tomere, to lnduce such cu&omeis to pay 
br w h .  check. or eimilar meam rather 
than by use of a credit Qard or its under- 
lying account for the purchase of prop- 
erty or services, or 

(11) Requlre any person who honors 
the Card issuer's credit card to open or 
maintain a'deposit account or prooure 
any other service not essential to the 
operation of the credit card plan from 
the card issuer, i t .  subsidiary, agent. or 
any other person, as a condition of par- 
ticipation in a credit card plan. 

(2) Within 30 days of the efIeptive 
date of these regblations, any card issuer 
with existing contracts which include 
either one or both of the restrictive 
clauses prohibitetl in paragraph (1) of 
this section shall inform all parties to 
the contract that such provisions are in- 
applicable and no longer enforceable. 

12. To'implement Bectlona 161, 162, 
and 170, 4 226.14 is added as follows: 
6 226.14 Billing errors--rceolu~fon pro- 

cedure. 
(8 )  Correction oj  MIling errors. After 

the creditor receives proper wrltten noti- 
flcation of a billing error, unless the cus- 
tomer has subsequently agreed that the 
periodic statement fs correct, the creditot 
shall: 

(1) Not later than 30 days after re- 
ceipt ofcsuch notiflcatlon, mail or deliver 
written acknowledgment thereof to the 
'customer's current designated address, 
unless the appropriate actions in para- 
graph (a) (2) of this section are taken 
within such 30 day gerlod: and 

(2) Resolve the dispute not later than 
2 complete billing, cycles (in no event 
more than'90 days) from the date of re- 
ceipt of the notice of billlng error and 
prior to any action by thg creditor to 
collect " any portion of the amountts) 
indicated by the customer as being a bill- 
ing error or any flnance charges, late 
payment charges, or other charges com- 
puted on such disputed amount(s) by: 

(i) Correcting the customer's account 
in the full amount indicated by the cus- 
tomer to have been erroneously billed in 
accorda'nce with paragraph (b) (2 of 
this section and mailing or delivering to 
the customer a written notification of 
corrections; " or 

]'If, despite the estebllshment by the 
creditor of procedures reasonably adapted to 
assure compliance wlth thia paragraph, the 
creditor or hls agent, within 2 business 'days 
after recelvlng proper written notification of 
a bflllng error pursuant to this section, in- 
advertently takes actlan to collect ln contra- 
ventlon of thls paragraph, such inadvertent 
actlon to collect will not be considered In 
violation of this paragraph. 

A notlce on a subsequent billing state- 
ment clearly ldentlfylng any amount 
credlted to the customer'e account in re- 
sponse to a proper wrltten notlflcatlon of a 
billing error is one type of B proper tram- 
mlttal of a written notification of correc- 
tiom. 

(11) Correcting the customer'e account 
by a difPering amount from that in& 
cated by the customer as being errone- 
ou8ly billed in accordance wlth para- . 
maph (b) (2) of thla sectlon an4 mailing 
or delivering to ~e customer an explana- . 
tion of the changeh), accompanied by ' 
copies of documentary evidence of the 

\customer's indebtedness lf such evidence 
is requested by the customer: or 

(ill) Mailing or delivering a written 
explanation or clariflcatlon to the cus- 
tomer, after havlng conducted s reason- 
able investlgatfon, setting forth, to the , 
extent applicable, the reasons why the . 
creditor believes the amountts) waa cor- 
rectly shown on the periodic statement . 
and. If the customer so requeah, fur- 
nishing copies of documentary evidence 
of the customer's indebtedness with re- 
spect to the alleged bllling errorts). In 
any case where the customer alleges that 
tho periodic statement reflects property 
or services not dellvered to the cus- 
tomer or hi6 designee in accordance wlth ' 

any agreement made in come-tlon wlth 
the transaction giving rise to the dls- . 
pukd amount, a credltor may not con- 
strue such amount to be correctlv shown 
on the periodic statement un1es.n the 
creditor determines, upon reasonable in- 
vestigation, that such property or s e w -  
Ices were actually delivered, mailed, or 
otherwise ~ e n t  to the customer or his dea- 
ignee and provides the customer with 
a written statement explaining such de- 
termination. In any case where the cus- . 
tomer alleges that an amount of a trans- 
action reflected on the periodlc statement 
is incorrect because the person honoring 
the credit card haa made an incorrect re- 
port to the card issuer of the amount 
which should have been charged, the card 
issuer may not construe such amount to . 
be correctly reflected on the periodic 
statement unless the creditor determine$ 
upon reasonable investigation, that the 
correct amount is shown on the periodic 
statement and provides the custgmer 
with a written statement explaining such 
determination. After complying with the 
provlsions of thk section wlth respect to 
an alleged billing error, a creditor has 
no further responsibility under thls sec- 
tion if the customer continues to make 
substantially the same allegation with 
respect to such error. 

(b) Minimum periodic payments and 
flnance charges on disputed amounts. (1 ) 
When a minimum periodic payment is - 
permitted, the customer may withhald 
that portion of the minimum periodic 
payment which the customer believes is 
related to the amount in dispute. When 
the disputed amount Is only a part of 
the total amount of an item, the cus- 
tomer remains obligated to pay the 
amount not in dispute, and any mini- 
mum periodic payment and flnsnce 
charges, late payment charges, or other 
charges may be collected on the undis- 
puted amount. I f ,  at the completion of 
the error resolution proledure, it is de- 
termined that the customer owes some 
or all of the disputed amount, the cred- 
itor may require payment of any mini- 
mum periodic payment amounts which 
the customer did not pay because of the 
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dispute. Tlx! creditor may not. howevoi-: 
accelerate the custmmer's entire debt 
solely bccsusc the austomer has exer- 
cised. rlghtti provided bu the Act or this 
Wit. 

($1 Wibh reswct to an crlsoilc?ous blll- 
Itw, the creditor must credit tlic cus- 
tomer's pccount in any amount W m  cus- 
tomer does not owe. plus m y  finance 
chn~wes, lato paymont chvgea, or other 
cliawes h ~ ~ m e d  as a rdul t  of the er- 
roneous billhg. An erroneous billing by 

-- -a crodilor includes, but i~ not limited to, 
n nilsidenURcation, insuf3lcient identlfl- 
cation, or iiicormt date of a tran~nction; 
a i m l l i n ~  of tho periodlq statenlcnt to 
otllcr Lllall the current designated nd- 
dress: i~nprupcr creditllrg of ~ ~ a y m e n l  or 
oUler credit&: cos~l)uthtion errors; or a 
bllliiw for property or services not ac- 
c e w d  or delivered hl accordanct? with 
am agreement; as  well as  mistakes 111 

. dollar amounts. 
(3)  After or upon conipletion of the 

dispute resolution procccl&-e prescribed 
by J 226.14ca) : 

ci) If the initial periodic statement is 
detcrnlincd to be without error with re- 
gard to the disputed item. the creditor 
shall prompt& nisll or deliver to the cus- 
tomer written notMcatlon of the amount 
owcd with regard to the disputed item, 
unless such notification is not required 
by paragraph (a)  of this section. or 

tii) If  the initial periodic statement is 
deternlined to be in error with regard to 
the disputed item and the creditor nor- 
nlatly allows a period for the customer to 
pay such an i tan  without incurring ad- 
ditional finance charges, late payment 
charges, or other chrtrges, tllc creditor 
shall mail or deliver to the aistomer 
written notification of the total amount 
wbicl~ the customer owes with regard to 
the disputed item and shall allow the 
customer the same rnunber of days there- 
after as he customarily or by credit 
agryxment allows, whichever is longer (in 
no case less than 10 days). for the cus- 
tomer to pay undisputed amounts in m- 
cordance with S 226.7Ib) (2) .  or 

(iii) I f  the initial periodic statement 
is determined to be la  error with regard 
to the disputed item and the creditor 
normalls does not allow a period for the 
customer to pay such an  item without in- 
curring additional finance charges. late 
payment charges, or other charges, the 
creditor shall promptly mail or deliver 
to the customer a notice of the total 
amount ahlch the customer owes ~ i t h  
regard to the disputed item. 

(41  Nothing in this section shall be 
rmstmed to prohibit the mailing or de- 
livery of penodic statements. w11ic.h in- 
clude dkputed amounts: to  thc customer: 
Provided. That the creditor indicates on 
the face of the periodic statement that 
payment of the arnmnt In dispute is not 
rcquired Ending the creditor's comrli- 
ance xith the provisions of this section. 

1 5 '  Nothing in this section shall pro- 
kblt  any xi ion kg a credihr to collect 
any amount nkich has not been indicated 
b~ the cust2mer to contain a billing error. 

(cj Antcmatic debit ol disputed 
cmounts. (1) In the case of credit card 
plans where the cardholder has agreed 
to perrmt the card issuer t o  Periodically 

a 

RULES AND REGULATIONS 
pay the cardholder's indebtedneee by de- scction, the crcditor receive8 a further 
ductimg the a ~ ~ r o ~ r l n t e  amount from the written notmcrrtipn-from th8 customor ' 
cardholder's dcposlt account held by the that any portion of a billing error rc- 
card issuer. if the card fesuer rodelves n solved under paragrwh (a)  df this sec- 
proper written trotlflcstion of 8 b1lM.n~ tion is still in dispute, the creditor may 
error within 16 davd from the date of not raport to any third party that such ; 
maillng or delivery of the periodic ~hk- disputed amount Is deltn~uenf unleas thc  
ment on which the suspected billing creditor also reports that the amount or 

the card issuer shall: account is In dispute snd, at the same i: 
butomatic debiting of time. notifies the customer in writing 

tiny dfsgutcd n~notrnk I reoeipt of such of the name and address of ewh  party : 
noUAcation precedes the automatic to whom the credltor is reporting infor- : 
debiting of the cardholder's account, or matlon concerning the diwputed amount. 2 (11) PromptlSr (in no case more than 2 I f ,  ursuant to this parnmaph. a wed- : business day8 a.ftcr mcip t  of the notice) ito$h.a reported a disputed amoont as 
iestore to the cardholder's dcpmit ac- bdng delinquent to any third perhon, the i, count any portion of the dinpuled creditor shall report promptly in writ- , 
amount which wns ~rcviouuly deducted. ing ' to any such person eubsequent res- : 
if rccclpt of such notification follows tho olutlon of the reported delinquency. 

.A. automatla debitlng of the cardholder's (3)  If a creditor has reported an " 
account for any disputed anlounts. amount n.9 being delinquent to nny third i (2 )  Nothinu In this pnramaph shall person who is in the business of collect- 
limit the cnrdholdcr's yieht to d ls~ule  an ing and dtsselninatlng Information rc- " 
amount he believes to be in error within latinw to the credit worthiness of CUR- 
60 days of the mail in^ or delivery of the tomers, and such nmount is subsenently + erroneous periodic statement, ti.!! other- disputed by tho customer in aacrordance 
wise provided in this section. with the requlrementa of fi 228.2tcc). the 

cd) Closing of accounts. A creditor creditor shall, within, one bllling cycle . tnny not. prlor to compl~ing with the re- after receipt of proper written notiflca- 
quircinenb of ~aragr :vhi  (a) and (b) tion of the billing error, mail or deliver - of thls section. restrict or closc nil nc- a written notice " to eacH such third per- s 
count with rcspcct to wllich the c~istonler son to whom the delinquency w8s re- 
has indicated a belief thdt such account ported that  the nmount is in dispute. 
contains a billing error solely be~fluse of ( f )  Forjsitrrre penalty. (1) Any cred- - 
the customer's refusal or failure to pay ltor who Pails to comply with the re- 
the amount indicated to be in error. This quircmentk of this section forfeits any ' 
parnmaph does not ~rohlbi t  the creditor' right to collect from the customer the - 
from s~plying any such amount to the amount indicated by the customer to 
customer's credit limltntioh. be a billing error, whether or not such 

(e) Credit reports on amounts fn  dis- amount is in fact in error, and any - 
putc. (1) After receiving a proper writ- finance charges, late payment charges, * 

ten notification of a billing error pursu- or other charges imposed thereon: Pro- ' 
ant to this section. neither the creditor vfded. That the amount so forfeited 
nor his agent may directly or indirectly under this section shall not exceed $50 = 
threaten to report adversely to any per- for each item or transaction on a peri- 
son on the customer's credit standing or odic statement indicated by the eu~tomer 
credit rating because of the customer's to be a billing error. In no case shall a 
failure to Pay the m o u n t  specifled in creditor forfeit any amount for an  error - 
such notlflcation as being a billing error, in a total flgure or subtotal flgure re- 
or any finance charges, late payment flected on a statement which is caused L 
charges. or other charges imposed there- solely by an  error in another item which 
on. nor shall such ?mount be reported as is the subject of a dispute, nor shall a ' 

delinquent" to any third person unless creditor suffer any forfeit more than 
such amount remains unpaid after the once for any item or transaction which - 

receiving proper u ~ i t t e n  notification of a 14. This nottce is published pursuant billing error pursunt  to this section. in- to ,,tion 553(b) of Title 5, United states 
adveMltly takes. in cOntraven- Code, and P 262.2(a) of the rules of pro- t i m  of this paragraph, such inadvertent 
action not be considered in violation cedure of the Board of Governors of the 
of tNs paragragh. Federal Reserve System (12 CFR 262.2 

(2) If, within the time limit allowed (a) ). 
for payment in paragraph t e) (1 ) of t.his 

="In wrltlng" ahall include trzmsmiffilon 
"Nnthlng In thls paragraph prohlblta a by computer comrnunlcation. 

credltor from reporting the dLsputed am0un.t a "Wrltten notice'* shall include computer ' 
or account as being in dlspute. communlcatlon. 
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By order of the Board of' Govern&, 
September 10, ,1976. 

Tltle Cdrninlat#etho ~ e & l  
CHAPTER U I Y I L  SERVICE COMWSdlON, 

PART 213-EXCEPTED SERVICE 
hpamtmt of Dstense ' ' 

Sectlon 213.3306 is amended to show 
that one positloa o? Confidential As- 
sistant to the Sgecial Asdstant to Ule 
Secretary Is excepted under SchedUk C. 

Effective on September 18.1075, g 213.- 
3300ta) (89) Is added ns set out below: 
9 21 W3O6 Dapcammt of Defense. 

(a) O m  of the Secmtaw. 
( 8 g i  One Confldentlal Assistant to the 

Special Assistant to the Secretary. - 
(6 U.8.0. 3301. 3303; EO U)E77, 9 CFR L964 
1968 Comp.. p. 918) 

PhRT 213-EXCEPTED SERVICE 
Department of Hbelth, Education, end 

Welfam 
Section 213.3318 is amended b show 

that one position of Executive Assistant 
to the Secretary and one posltion of Sec- 
retary to the Executive Assistant are ex- 
cepted under Sehedule C. 

R U E S  AND REOUtATlONS 43211 

3. On Dege 37196, Wrd column. bop of 
page, the formula should read sa follows: 
Aron of Contour = 1 . D a . s  PO. 

4. In the middle column of page.371M. 
the formula neat the bottom of the page. 
should read as  follow^: 

5. In  the third column, page 37197, the 
formula a t  the top of the column should 
read aa follows: 

CHAPTER Ill-SOCIAL SE URlTY ADMIN- 
; IOTRIIION, DEPARTMEST OF HEAAM, 

EDUCATION, AND WELFARE 
[Rogulatloas No. 6. further amended I 

PART 40%-FEDERAL HEALTH NSUR- 
A N C ~  FOR THE AGED m D  D l A m E D  
(1965 .... ..) 
State Supplementary Medical Insurance 

Coverage Agreements 
On' April 17, 1975, there was published 

in thc FEDERAL REGISTER (40 FR 17151) a 
Notice of Proposed: Rule Mahlns with 

Effective an September 19.1Q75.8 213.- proposed amendments to subpas  B of 
3316tar (34) and (35) w e  added as set Regulations NO. 5. imglementing section 
out ~ I ~ O W :  9 lS(1) of Pub. L. 93-233. This .leeislation 
# 21A3316 Drpnrtment of Health, E& 

nation, and Welfare. 
(a)  Oiftce of the Secretary. * * 
(34) One Executive Assistant to We 

Secretary., 
(35) One Secretary to the Executlve 

Assistant to the Secretary. 
(6 U.S.C. 3301. 3902; E.O. 1057T. S CPR 1064- 
88 Comp., p. 318) 

UXITED STATES CIVIL S~nv-  
ICE C ~ N I M P B S I ~ ,  

ESEIELI JAMESC SPRY. 
Exemtgve lrssistant 
to the Commfssimrs. 

[FR D0c.75-24945 Flled 8-1&76;8:46 -1 
'L 

Title 1AA~conoutics and Spec8 
CHAPTER II---CIVIC AERONAt@CS 

BOARD 
SUBCHAPTER BSROCEDURAL REWLATIOMS 

[Reg. PR-1461 

PART 3124MPLEMENTATION OF THE 
NATIONAL ENVIRONMENTAL POLICY 
ACT, INCLUDING THE PREPARATION 
OF E W V I M M A L  IMPkCT STATE- mms 

Ih FEZ Doc. 75-21846,'a&eartng at p8ge 
37184, in the issue of Monday, August 25. 
1975, make the following changes: 

amended section 1843 of the social Se- 
curity Act to provide for the continuance 
of the supplementary medical insurance 
fbuy-in) agreements after December 31, 
1973. a t  the request of the State. .subject 
to such ,modifications as the Secretary by 
regulations provides to take account of 
the terraination of the Stpte cash assist- 
ance programs and their replacement by 
$he supplemental security Income pro- 
&m. These amendments to regulations 
also give effect to section 249E of Pub. L. 
92-603. Interested persons were glwn 
until May 19. 1975. to submit comments 
and suggestions. 

Two favorable comments and one sug- 
gested change were received in response 
to the Notice. This suggestion by a State 
for the deletion of part of 8 405.223(c) (1 
was not adopted: it was based on a mis- 
taken interpretation thah the regulation 
assigns to States responsibility for ter- 
minating buy-in coverage In cases where 

EDccttae dace: Ukbber 20. 1875. 
Dated: August tl .  1075. 

J.  13: CARILDWELP, 
' Commissioner oj S&l Security. , 

Approved : September 15,1976. 
DAVID MATHPIWB, 

Secretury of Health. . 
Education. and Welfare. 

pait 405 of chapter 111 of Title 20 of 
the Code of Federal Regulationt, 1s 
amended as set forth below: 

I .  Bectlon 406.217 18 amended by revls- 
in$? 80 much of paragraph cb) %q precedttr! 
mbparaaraph ( 1 ) , by revinin& paragraph 
(c) (11, and by adding parapraph (g), 
( 11 , and ( I )  to read a8 followa : 

40Ei.217 EaroUrnrr~t pur~u~nt ta SW 
ngreemenl. 
* * 0 

(b) Subject to wrtpgrmph Qg) and fb) 
of this section. an agreement entered 
hta ~ i t h  ang State pursuant to pma- 
graph (a, of this section shall be ap- 
plicable to ether of the fokwing covet- 
age mourn: 

(c) 
(1)  An &vldual * may not, *r\ ouhjmt ~LI 

paragraphs (cl (2) and fg) (5)  of thL 
section, be a member of the coveragr! 
group spcclfled in an agreerncnt entered 
Into under paragraph ( a )  of this section 
for any month ln which he Ls enttrled to 
monthly benefits under title IT. of thn 
Social Security Act or entitlcd to recefvc? 
an annuity or pension under the Rail- 
road Retirement Act of 1937 (without re- 
gard to the retroactivity of such entitIe- 
rnent) unless the State requests before 
1970. and the agreement Is rnodlfled to 
~rovlde, that such individuak shalI be 
members of such coverage group. 1 . 

cg) EXKective January 1. 1954. an 
agreement pursuant to paragraph (a) of 
thfs section. entered hh by  an^ of the 
BfLy States or the Districk d CoLlunMa 
will a t  the request of the Stake be con- 
blnued and shall be deemed to have been 
modffied as follows: 

( 1 ) Where the State's eoverlage group 
as of December 31, 1913, eonsfst9 of Ln- 
dividuals receiving money payments un- ' 
der a plan of the State approved under 
title XVI of the Social Security Act (see 
psragraph (b) ( I )  of this section) and 
the State ha6 a plan approved under 
title XIX of the Social Security Act ln 
effect as of December 31.1973. the State's 

'coverage group shall be deemed tcr con- 
sist of individuals who (i) receive sup- 

the Social Security AdministratLon ac- plemental security income under title 
tualls has this termination r e w n -  the Social SeWIW Act or State 

.- ---. 
and are set forth below. (as-the term is &&-in 45 C* 248.1, 
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