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& 226.12

Regulation Z Commentary

and other applicable law and the terms of the
Judgment do not so prohibit, the card issuer
may offset the mdebtedness
cardholder's deposit account

against the

Paragraph 12{d}{ 3}

I, Awtomatic payvmeni plans—uscope of excep-
tion. With regard to automatc detir plans un-
der section 226.12(dX3). the following rules
apply:

*  The cardhelder's authornzation must be in
writing and signed or
cardholder.

* The authonzing language need not appear
directly above or next to the cardholder’s

mitialed by the

signature or imitials, provided it appears on
the same document and that it clearly
spells out the terms of the automatic debit
plan.

* If the cardholder has the option to accept
or reject the automatic debit feature (such
option may be required under section 913
of the Electronic Fund Transfer Act), the
fact that the option exists should be clearly
indicated.

2. Awromatic payment plany—additional ex-
ceprions. The following practices are not pro-

hibited by section 226 120dW 1)

*  Automatically deducting charges for par-
ticipation in a program of banking services
(one aspect of which may be a credit card
plan}

* Debiting the cardholder's deposit account
on the cardholder’s specific request rather
than on an awiomaric periodic basis (for
example, a cardholder might check a box

on the eredit card hill stub, requesiing the

1ssuer o debit the cardholder’s dccount to
pay that bill}

12{e} Prompt Notification of Returns and
Crediting of Refunds

Paragraph 12{e)1)

|, Normeal channels.

T'he term “normal chan-
nel” refers to any network or nterchange sys-

tem used for the processing of the original

charge slips (ur equivalent information con
cerntng the transactions).

Paragraph 12(e)f2)

L. Crediting account, The card 1ssuer need not
actually post the refund o the consumer's ac-
count within three business days after receiv

ing the credit statement, provided that it cred-

is the account as of a date within that tume
perod.
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1987 changes! The
226.12(a) make clear that cards mav be semt
to the person making the request and also to
any other person for whom
quested, except that no liability for unautho-
rized use may be imposed on persons who are

1sspuance rules in section

a card 15 re-

enly authorized users

The principal
226.12(b) about conditions of liability are as
follows: the requirement that the cardholder
be given & postage-paid, preaddressed card or
envelope for notufication of loss or theft has
been deleted (corresponding o an amendment

differences n section

to the act) the required disclosures of muxi-
mum  liability means  of
have been simplified; and the required provi-
sion of 4 ientification has
changed in that the issuer now may provide a
means (o identify either the cardholder or the
authorized user. Finally, anyone may provide

and of notificanon

means  of heen

the notification to the card issuer, not just the
cardholder

226.12(d) on offsets clarifies that
the offset prohibition does not apply to con-
sensual I'he
prompiness standard which used to apply 1n

addition to the seven-business-day and three-

Section

securily  interests sgparate

business-day standards has been deleted from
prompt notification of

226.12(5 now clarifies rules

section 226, 12{er on

returns, Section
on clearing accounts

Section 226.12(g), dealing with the relation
ship of the regulavion o Repolation E (Elec-
tromic Fund Transters), has been added.




