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in providers occurs. The notice shall
also include the following items, to the
extent applicable:

(i) Any increase in the rate that will
result from the change;

(if) Any substantial decrease in cov-
erage that will result from the change;
and

(iii) A statement that the cardholder
may discontinue the insurance.

(2) Notice when change in provider oc-
curs. If a change described in paragraph
(f)(1) of this section occurs, the card
issuer shall provide the cardholder
with a written notice no later than 30
days after the change, including the
following items, to the extent applica-
ble:

(i) The name and address of the new
insurance provider;

(ii) A copy of the new policy or group
certificate containing the basic terms
of the insurance, including the rate to
be charged; and

(iii) A statement that the cardholder
may discontinue the insurance.

(3) Substantial decrease in coverage.
For purposes of this paragraph, a sub-
stantial decrease in coverage is a de-
crease in a significant term of coverage
that might reasonably be expected to
affect the cardholder’s decision to con-
tinue the insurance. Significant terms
of coverage include, for example, the
following:

(i) Type of coverage provided;

(ii) Age at which coverage terminates
or becomes more restrictive;

(ifi) Maximum insurable loan bal-
ance, maximum periodic benefit pay-
ment, maximum number of payments,
or other term affecting the dollar
amount of coverage or benefits pro-
vided;

(iv) Eligibility requirements and
number and identity of persons cov-
ered;

(v) Definition of a key term of cov-
erage such as disability;

(vi) Exclusions from or limitations
on coverage; and

(vii) Waiting periods and whether
coverage is retroactive.

(4) Combined notification. The notices
required by paragraph (f) (1) and (2) of
this section may be combined provided
the timing requirement of paragraph
(f)(1) of this section is met. The notices
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may be provided on or with a periodic
statement.

[Reg. Z, 46 FR 20892, Apr. 7, 1981; 46 FR 29246,
June 1, 1981, as amended at 54 FR 13867, Apr.
6, 1989; 54 FR 24688, June 9, 1989; 54 FR 32954,
Aug. 11, 1989; 55 FR 38312, Sept. 18, 1990; 55 FR
42148, Oct. 17, 1990]

§226.10 Prompt crediting of payments.

(a) General rule. A creditor shall cred-
it a payment to the consumer’s ac-
count as of the date of receipt, except
when a delay in crediting does not re-
sult in a finance or other charge or ex-
cept as provided in paragraph (b) of
this section.

(b) Specific requirements for payments.
If a creditor specifies, on or with the
periodic statement, requirements for
the consumer to follow in making pay-
ments, but accepts a payment that
does not conform to the requirements,
the creditor shall credit the payment
within 5 days of receipt.

(c) Adjustment of account. If a creditor
fails to credit a payment, as required
by paragraphs (a) and (b) of this sec-
tion, in time to avoid the imposition of
finance or other charges, the creditor
shall adjust the consumer’s account so
that the charges imposed are credited
to the consumer’s account during the
next billing cycle.

§226.11 Treatment of credit balances.

When a credit balance in excess of $1
is created on a credit account (through
transmittal of funds to a creditor in ex-
cess of the total balance due on an ac-
count, through rebates of unearned fi-
nance charges or insurance premiums,
or through amounts otherwise owed to
or held for the benefit of a consumer),
the creditor shall:

(@) Credit the amount of the credit
balance to the consumer’s account;

(b) Refund any part of the remaining
credit balance within 7 business days
from receipt of a written request from
the consumer; and

(c) Make a good faith effort to refund
to the consumer by cash, check, or
money order, or credit to a deposit ac-
count of the consumer, any part of the
credit balance remaining in the ac-
count for more than 6 months. No fur-
ther action is required if the consum-
er’s current location is not known to
the creditor and cannot be traced
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through the consumer’s last known ad-
dress or telephone number.

§226.12 Special credit card provisions.

(a) Issuance of credit cards. Regardless
of the purpose for which a credit card
is to be used, including business, com-
mercial, or agricultural use, no credit
card shall be issued to any person ex-
cept:

(1) In response to an oral or written
request or application for the card; or

(2) As a renewal of, or substitute for,
an accepted credit card.2?

(b) Liability of cardholder for unau-
thorized use—(1) Limitation on amount.
The liability of a cardholder for unau-
thorized use 22 of a credit card shall not
exceed the lesser of $50 or the amount
of money, property, labor, or services
obtained by the unauthorized use be-
fore notification to the card issuer
under paragraph (b)(3) of this section.

(2) Conditions of liability. A cardholder
shall be liable for unauthorized use of a
credit card only if:

(i) The credit card is an accepted
credit card;

(ii) The card issuer has provided ade-
quate notice 23 of the cardholder’s max-
imum potential liability and of means
by which the card issuer may be noti-
fied of loss or theft of the card. The no-
tice shall state that the cardholder’s li-
ability shall not exceed $50 (or any
lesser amount) and that the cardholder
may give oral or written notification,
and shall describe a means of notifica-

21For purposes of this section, accepted
credit card means any credit card that a card-
holder has requested or applied for and re-
ceived, or has signed, used, or authorized an-
other person to use to obtain credit. Any
credit card issued as a renewal or substitute
in accordance with this paragraph becomes
an accepted credit card when received by the
cardholder.

22Unauthorized use means the use of a cred-
it card by a person, other than the card-
holder, who does not have actual, implied, or
apparent authority for such use, and from
which the cardholder receives no benefit.

23 Adequate notice means a printed notice to
a cardholder that sets forth clearly the perti-
nent facts so that the cardholder may rea-
sonably be expected to have noticed it and
understood its meaning. The notice may be
given by any means reasonably assuring re-
ceipt by the cardholder.
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tion (for example, a telephone number,
an address, or both); and

(iii) The card issuer has provided a
means to identify the cardholder on
the account or the authorized user of
the card.

(3) Notification to card issuer. Notifica-
tion to a card issuer is given when
steps have been taken as may be rea-
sonably required in the ordinary course
of business to provide the card issuer
with the pertinent information about
the loss, theft, or possible unauthorized
use of a credit card, regardless of
whether any particular officer, em-
ployee, or agent of the card issuer does,
in fact, receive the information. Notifi-
cation may be given, at the option of
the person giving it, in person, by tele-
phone, or in writing. Notification in
writing is considered given at the time
of receipt or, whether or not received,
at the expiration of the time ordinarily
required for transmission, whichever is
earlier.

(4) Effect of other applicable law or
agreement. If state law or an agreement
between a cardholder and the card
issuer imposes lesser liability than
that provided in this paragraph, the
lesser liability shall govern.

(5) Business use of credit cards. If 10 or
more credit cards are issued by one
card issuer for use by the employees of
an organization, this section does not
prohibit the card issuer and the organi-
zation from agreeing to liability for
unauthorized use without regard to
this section. However, liability for un-
authorized use may be imposed on an
employee of the organization, by either
the card issuer or the organization,
only in accordance with this section.

(c) Right of cardholder to assert claims
or defenses against card issuer 24—(1) Gen-
eral rule. When a person who honors a
credit card fails to resolve satisfac-
torily a dispute as to property or serv-
ices purchased with the credit card in a
consumer credit transaction, the card-
holder may assert against the card
issuer all claims (other than tort
claims) and defenses arising out of the
transaction and relating to the failure

24This paragraph does not apply to the use
of a check guarantee card or a debit card in
connection with an overdraft credit plan, or
to a check guarantee card used in connection
with cash advance checks.
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