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27 A creditor shall not accelerate any part 
of the consumer’s indebtedness or restrict or 
close a consumer’s account solely because 
the consumer has exercised in good faith 
rights provided by this section. A creditor 
may be subject to the forfeiture penalty 

under section 161(e) of the Act for failure to 
comply with any of the requirements of this 
section. 

28 The creditor need not comply with the 
requirements of paragraphs (c) through (g) of 
this section if the consumer concludes that 
no billing error occurred and voluntarily 
withdraws the billing error notice. 

29 The creditor may require that the writ-
ten notice not be made on the payment me-
dium or other material accompanying the 
periodic statement if the creditor so stipu-
lates in the billing rights statement required 
by §§ 226.6(d) and 226.9(a). 

than the card issuer accepts the return of 
property or forgives a debt for services that 
is to be reflected as a credit to the con-
sumer’s credit card account, that creditor 
shall, within 7 business days from accepting 
the return or forgiving the debt, transmit a 
credit statement to the card issuer through 
the card issuer’s normal channels for credit 
statements. 

(2) The card issuer shall, within 3 business 
days from receipt of a credit statement, 
credit the consumer’s account with the 
amount of the refund. 

(3) If a creditor other than a card issuer 
routinely gives cash refunds to consumers 
paying in cash, the creditor shall also give 
credit or cash refunds to consumers using 
credit cards, unless it discloses at the time 
the transaction is consummated that credit 
or cash refunds for returns are not given. 
This section does not require refunds for re-
turns nor does it prohibit refunds in kind. 

(f) Discounts; tie-in arrangements. No card 
issuer may, by contract or otherwise: 

(1) Prohibit any person who honors a credit 
card from offering a discount to a consumer 
to induce the consumer to pay by cash, 
check, or similar means rather than by use 
of a credit card or its underlying account for 
the purchase of property or services; or 

(2) Require any person who honors the card 
issuer’s credit card to open or maintain any 
account or obtain any other service not es-
sential to the operation of the credit card 
plan from the card issuer or any other per-
son, as a condition of participation in a cred-
it card plan. If maintenance of an account 
for clearing purposes is determined to be es-
sential to the operation of the credit card 
plan, it may be required only if no service 
charges or minimum balance requirements 
are imposed. 

(g) Relation to Electronic Fund Transfer Act 
and Regulation E. For guidance on whether 
Regulation Z (12 CFR part 226) or Regulation 
E (12 CFR part 205) applies in instances in-
volving both credit and electronic fund 
transfer aspects, refer to Regulation E, 12 
CFR 205.12(a) regarding issuance and liabil-
ity for unauthorized use. On matters other 
than issuance and liability, this section ap-
plies to the credit aspects of combined cred-
it/electronic fund transfer transactions, as 
applicable. 

§ 226.13 Billing error resolution. 27 
(a) Definition of billing error. For pur-

poses of this section, the term billing 
error means: 

(1) A reflection on or with a periodic 
statement of an extension of credit 
that is not made to the consumer or to 
a person who has actual, implied, or 
apparent authority to use the con-
sumer’s credit card or open-end credit 
plan. 

(2) A reflection on or with a periodic 
statement of an extension of credit 
that is not identified in accordance 
with the requirements of §§ 226.7(b) and 
226.8. 

(3) A reflection on or with a periodic 
statement of an extension of credit for 
property or services not accepted by 
the consumer or the consumer’s des-
ignee, or not delivered to the consumer 
or the consumer’s designee as agreed. 

(4) A reflection on a periodic state-
ment of the creditor’s failure to credit 
properly a payment or other credit 
issued to the consumer’s account. 

(5) A reflection on a periodic state-
ment of a computational or similar 
error of an accounting nature that is 
made by the creditor. 

(6) A reflection on a periodic state-
ment of an extension of credit for 
which the consumer requests addi-
tional clarification, including docu-
mentary evidence. 

(7) The creditor’s failure to mail or 
deliver a periodic statement to the 
consumer’s last known address if that 
address was received by the creditor, in 
writing, at least 20 days before the end 
of the billing cycle for which the state-
ment was required. 

(b) Billing error notice.28 A billing 
error notice is a written notice 29 from 
a consumer that: 

(1) Is received by a creditor at the ad-
dress disclosed under § 226.7(k) no later 
than 60 days after the creditor trans-
mitted the first periodic statement 
that reflects the alleged billing error; 
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30 A creditor is not prohibited from taking 
action to collect any undisputed portion of 
the item or bill; from deducting any disputed 
amount and related finance or other charges 
from the consumer’s credit limit on the ac-
count; or from reflecting a disputed amount 
and related finance or other charges on a 
periodic statement, provided that the cred-
itor indicates on or with the periodic state-
ment that payment of any disputed amount 
and related finance or other charges is not 
required pending the creditor’s compliance 
with this section. 

31 If a consumer submits a billing error no-
tice alleging either the nondelivery of prop-
erty or services under paragraph (a)(3) of this 
section or that information appearing on a 
periodic statement is incorrect because a 
person honoring the consumer’s credit card 
has made an incorrect report to the card 
issuer, the creditor shall not deny the asser-
tion unless it conducts a reasonable inves-
tigation and determines that the property or 
services were actually delivered, mailed, or 
sent as agreed or that the information was 
correct. 

(2) Enables the creditor to identify 
the consumer’s name and account num-
ber; and 

(3) To the extent possible, indicates 
the consumer’s belief and the reasons 
for the belief that a billing error exists, 
and the type, date, and amount of the 
error. 

(c) Time for resolution; general proce-
dures. (1) The creditor shall mail or de-
liver written acknowledgment to the 
consumer within 30 days of receiving a 
billing error notice, unless the creditor 
has complied with the appropriate res-
olution procedures of paragraphs (e) 
and (f) of this section, as applicable, 
within the 30-day period; and 

(2) The creditor shall comply with 
the appropriate resolution procedures 
of paragraphs (e) and (f) of this section, 
as applicable, within 2 complete billing 
cycles (but in no event later than 90 
days) after receiving a billing error no-
tice. 

(d) Rules pending resolution. Until a 
billing error is resolved under para-
graph (e) or (f) of this section, the fol-
lowing rules apply: 

(1) Consumer’s right to withhold dis-
puted amount; collection action prohib-
ited. The consumer need not pay (and 
the creditor may not try to collect) 
any portion of any required payment 
that the consumer believes is related 
to the disputed amount (including re-
lated finance or other charges). 30 If the 
cardholder maintains a deposit account 
with the card issuer and has agreed to 
pay the credit card indebtedness by 
periodic deductions from the card-
holder’s deposit account, the card 
issuer shall not deduct any part of the 
disputed amount or related finance or 
other charges if a billing error notice is 
received any time up to 3 business days 
before the scheduled payment date. 

(2) Adverse credit reports prohibited. 
The creditor or its agent shall not (di-
rectly or indirectly) make or threaten 
to make an adverse report to any per-
son about the consumer’s credit stand-
ing, or report that an amount or ac-
count is delinquent, because the con-
sumer failed to pay the disputed 
amount or related finance or other 
charges. 

(e) Procedures if billing error occurred 
as asserted. If a creditor determines 
that a billing error occurred as as-
serted, it shall within the time limits 
in paragraph (c)(2) of this section: 

(1) Correct the billing error and cred-
it the consumer’s account with any dis-
puted amount and related finance or 
other charges, as applicable; and 

(2) Mail or deliver a correction notice 
to the consumer. 

(f) Procedures if different billing error 
or no billing error occurred. If, after con-
ducting a reasonable investigation, 31 a 
creditor determines that no billing 
error occurred or that a different bill-
ing error occurred from that asserted, 
the creditor shall within the time lim-
its in paragraph (c)(2) of this section: 

(1) Mail or deliver to the consumer an 
explanation that sets forth the reasons 
for the creditor’s belief that the billing 
error alleged by the consumer is incor-
rect in whole or in part; 

(2) Furnish copies of documentary 
evidence of the consumer’s indebted-
ness, if the consumer so requests; and 

(3) If a different billing error oc-
curred, correct the billing error and 
credit the consumer’s account with any 
disputed amount and related finance or 
other charges, as applicable. 

(g) Creditor’s rights and duties after 
resolution. If a creditor, after com-
plying with all of the requirements of 
this section, determines that a con-
sumer owes all or part of the disputed 
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27 [Reserved] 
28 [Reserved] 
29 [Reserved] 

amount and related finance or other 
charges, the creditor: 

(1) Shall promptly notify the con-
sumer in writing of the time when pay-
ment is due and the portion of the dis-
puted amount and related finance or 
other charges that the consumer still 
owes; 

(2) Shall allow any time period dis-
closed under §§ 226.6(a)(1) and 226.7(j), 
during which the consumer can pay the 
amount due under paragraph (g)(1) of 
this section without incurring addi-
tional finance or other charges; 

(3) May report an account or amount 
as delinquent because the amount due 
under paragraph (g)(1) of this section 
remains unpaid after the creditor has 
allowed any time period disclosed 
under §§ 226.6(a)(1) and 266.7(j) or 10 days 
(whichever is longer) during which the 
consumer can pay the amount; but 

(4) May not report that an amount or 
account is delinquent because the 
amount due under paragraph (g)(1) of 
the section remains unpaid, if the cred-
itor receives (within the time allowed 
for payment in paragraph (g)(3) of this 
section) further written notice from 
the consumer that any portion of the 
billing error is still in dispute, unless 
the creditor also: 

(i) Promptly reports that the amount 
or account is in dispute; 

(ii) Mails or delivers to the consumer 
(at the same time the report is made) a 
written notice of the name and address 
of each person to whom the creditor 
makes a report; and 

(iii) Promptly reports any subsequent 
resolution of the reported delinquency 
to all persons to whom the creditor has 
made a report. 

(h) Reassertion of billing error. A cred-
itor that has fully complied with the 
requirements of this section has no fur-
ther responsibilities under this section 
(other than as provided in paragraph 
(g)(4) of this section) if a consumer re-
asserts substantially the same billing 
error. 

(i) Relation to Electronic Fund Transfer 
Act and Regulation E. If an extension of 
credit is incident to an electronic fund 
transfer, under an agreement between 
a consumer and a financial institution 
to extend credit when the consumer’s 
account is overdrawn or to maintain a 
specified minimum balance in the con-

sumer’s account, the creditor shall 
comply with the requirements of Regu-
lation E, 12 CFR 205.11 governing error 
resolution rather than those of para-
graphs (a), (b), (c), (e), (f), and (h) of 
this section. 

EFFECTIVE DATE NOTE: At 74 FR 5417, Jan. 
29, 2009, § 226.13 was revised, effective July 1, 
2010. For the convenience of the user, the re-
vised text is set forth as follows: 

§ 226.13 Billing error resolution. 27 
(a) Definition of billing error. For purposes 

of this section, the term billing error means: 
(1) A reflection on or with a periodic state-

ment of an extension of credit that is not 
made to the consumer or to a person who has 
actual, implied, or apparent authority to use 
the consumer’s credit card or open-end credit 
plan. 

(2) A reflection on or with a periodic state-
ment of an extension of credit that is not 
identified in accordance with the require-
ments of § 226.7(a)(2) or (b)(2), as applicable, 
and § 226.8. 

(3) A reflection on or with a periodic state-
ment of an extension of credit for property 
or services not accepted by the consumer or 
the consumer’s designee, or not delivered to 
the consumer or the consumer’s designee as 
agreed. 

(4) A reflection on a periodic statement of 
the creditor’s failure to credit properly a 
payment or other credit issued to the con-
sumer’s account. 

(5) A reflection on a periodic statement of 
a computational or similar error of an ac-
counting nature that is made by the cred-
itor. 

(6) A reflection on a periodic statement of 
an extension of credit for which the con-
sumer requests additional clarification, in-
cluding documentary evidence. 

(7) The creditor’s failure to mail or deliver 
a periodic statement to the consumer’s last 
known address if that address was received 
by the creditor, in writing, at least 20 days 
before the end of the billing cycle for which 
the statement was required. 

(b) Billing error notice. 28 A billing error no-
tice is a written notice 29 from a consumer 
that: 

(1) Is received by a creditor at the address 
disclosed under § 226.7(a)(9) or (b)(9), as appli-
cable, no later than 60 days after the creditor 
transmitted the first periodic statement that 
reflects the alleged billing error; 

(2) Enables the creditor to identify the con-
sumer’s name and account number; and 
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30 [Reserved] 31 [Reserved] 

(3) To the extent possible, indicates the 
consumer’s belief and the reasons for the be-
lief that a billing error exists, and the type, 
date, and amount of the error. 

(c) Time for resolution; general procedures. (1) 
The creditor shall mail or deliver written ac-
knowledgment to the consumer within 30 
days of receiving a billing error notice, un-
less the creditor has complied with the ap-
propriate resolution procedures of para-
graphs (e) and (f) of this section, as applica-
ble, within the 30-day period; and 

(2) The creditor shall comply with the ap-
propriate resolution procedures of para-
graphs (e) and (f) of this section, as applica-
ble, within 2 complete billing cycles (but in 
no event later than 90 days) after receiving a 
billing error notice. 

(d) Rules pending resolution. Until a billing 
error is resolved under paragraph (e) or (f) of 
this section, the following rules apply: 

(1) Consumer’s right to withhold disputed 
amount; collection action prohibited. The con-
sumer need not pay (and the creditor may 
not try to collect) any portion of any re-
quired payment that the consumer believes 
is related to the disputed amount (including 
related finance or other charges). 30 If the 
cardholder has enrolled in an automatic pay-
ment plan offered by the card issuer and has 
agreed to pay the credit card indebtedness by 
periodic deductions from the cardholder’s de-
posit account, the card issuer shall not de-
duct any part of the disputed amount or re-
lated finance or other charges if a billing 
error notice is received any time up to 3 
business days before the scheduled payment 
date. 

(2) Adverse credit reports prohibited. The 
creditor or its agent shall not (directly or in-
directly) make or threaten to make an ad-
verse report to any person about the con-
sumer’s credit standing, or report that an 
amount or account is delinquent, because 
the consumer failed to pay the disputed 
amount or related finance or other charges. 

(3) Acceleration of debt and restriction of ac-
count prohibited. A creditor shall not accel-
erate any part of the consumer’s indebted-
ness or restrict or close a consumer’s ac-
count solely because the consumer has exer-
cised in good faith rights provided by this 
section. A creditor may be subject to the for-
feiture penalty under section 161(e) of the act 
for failure to comply with any of the require-
ments of this section. 

(4) Permitted creditor actions. A creditor is 
not prohibited from taking action to collect 
any undisputed portion of the item or bill; 
from deducting any disputed amount and re-
lated finance or other charges from the con-
sumer’s credit limit on the account; or from 
reflecting a disputed amount and related fi-
nance or other charges on a periodic state-

ment, provided that the creditor indicates on 
or with the periodic statement that payment 
of any disputed amount and related finance 
or other charges is not required pending the 
creditor’s compliance with this section. 

(e) Procedures if billing error occurred as as-
serted. If a creditor determines that a billing 
error occurred as asserted, it shall within 
the time limits in paragraph (c)(2) of this 
section: 

(1) Correct the billing error and credit the 
consumer’s account with any disputed 
amount and related finance or other charges, 
as applicable; and 

(2) Mail or deliver a correction notice to 
the consumer. 

(f) Procedures if different billing error or no 
billing error occurred. If, after conducting a 
reasonable investigation, 31 a creditor deter-
mines that no billing error occurred or that 
a different billing error occurred from that 
asserted, the creditor shall within the time 
limits in paragraph (c)(2) of this section: 

(1) Mail or deliver to the consumer an ex-
planation that sets forth the reasons for the 
creditor’s belief that the billing error alleged 
by the consumer is incorrect in whole or in 
part; 

(2) Furnish copies of documentary evidence 
of the consumer’s indebtedness, if the con-
sumer so requests; and 

(3) If a different billing error occurred, cor-
rect the billing error and credit the con-
sumer’s account with any disputed amount 
and related finance or other charges, as ap-
plicable. 

(g) Creditor’s rights and duties after resolu-
tion. If a creditor, after complying with all of 
the requirements of this section, determines 
that a consumer owes all or part of the dis-
puted amount and related finance or other 
charges, the creditor: 

(1) Shall promptly notify the consumer in 
writing of the time when payment is due and 
the portion of the disputed amount and re-
lated finance or other charges that the con-
sumer still owes; 

(2) Shall allow any time period disclosed 
under § 226.6(a)(1) or (b)(3), as applicable, and 
§ 226.7(a)(8) or (b)(8), as applicable, during 
which the consumer can pay the amount due 
under paragraph (g)(1) of this section with-
out incurring additional finance or other 
charges; 

(3) May report an account or amount as de-
linquent because the amount due under para-
graph (g)(1) of this section remains unpaid 
after the creditor has allowed any time pe-
riod disclosed under § 226.6(a)(1) or (b)(3), as 
applicable, and § 226.7(a)(8) or (b)(8), as appli-
cable or 10 days (whichever is longer) during 
which the consumer can pay the amount; but 

(4) May not report that an amount or ac-
count is delinquent because the amount due 

VerDate Nov<24>2008 08:32 Mar 04, 2010 Jkt 220037 PO 00000 Frm 00424 Fmt 8010 Sfmt 8003 Q:\12\12V3 ofr150 PsN: PC150



415 

Federal Reserve System § 226.14 

31a An error in disclosure of the annual per-
centage rate or finance charge shall not, in 
itself, be considered a violation of this regu-
lation if: (1) The error resulted from a cor-
responding error in a calculation tool used in 
good faith by the creditor; and (2) upon dis-
covery of the error, the creditor promptly 
discontinues use of that calculation tool for 
disclosure purposes, and notifies the Board 
in writing of the error in the calculation 
tool. 

32 If there is no balance to which the fi-
nance charge is applicable, an annual per-
centage rate cannot be determined under 
this section. 

33 Where the finance charge imposed during 
the billing cycle is or includes a loan fee, 
points, or similar charge that relates to the 
opening of the account, the amount of such 
charge shall not be included in the calcula-
tion of the annual percentage rate. 

under paragraph (g)(1) of the section remains 
unpaid, if the creditor receives (within the 
time allowed for payment in paragraph (g)(3) 
of this section) further written notice from 
the consumer that any portion of the billing 
error is still in dispute, unless the creditor 
also: 

(i) Promptly reports that the amount or 
account is in dispute; 

(ii) Mails or delivers to the consumer (at 
the same time the report is made) a written 
notice of the name and address of each per-
son to whom the creditor makes a report; 
and 

(iii) Promptly reports any subsequent reso-
lution of the reported delinquency to all per-
sons to whom the creditor has made a report. 

(h) Reassertion of billing error. A creditor 
that has fully complied with the require-
ments of this section has no further respon-
sibilities under this section (other than as 
provided in paragraph (g)(4) of this section) 
if a consumer reasserts substantially the 
same billing error. 

(i) Relation to Electronic Fund Transfer Act 
and Regulation E. If an extension of credit is 
incident to an electronic fund transfer, under 
an agreement between a consumer and a fi-
nancial institution to extend credit when the 
consumer’s account is overdrawn or to main-
tain a specified minimum balance in the con-
sumer’s account, the creditor shall comply 
with the requirements of Regulation E, 12 
CFR 205.11 governing error resolution rather 
than those of paragraphs (a), (b), (c), (e), (f), 
and (h) of this section. 

§ 226.14 Determination of annual per-
centage rate. 

(a) General rule. The annual percent-
age rate is a measure of the cost of 
credit, expressed as a yearly rate. An 
annual percentage rate shall be consid-
ered accurate if it is not more than 1⁄8 
of 1 percentage point above or below 
the annual percentage rate determined 
in accordance with this section. 31a 

(b) Annual percentage rate for §§ 226.5a 
and 226.5b disclosures, for initial disclo-
sures and for advertising purposes. Where 
one or more periodic rates may be used 
to compute the finance charge, the an-

nual percentage rate(s) to be disclosed 
for purposes of §§ 226.5a, 226.5b, 226.6, 
and 226.16 shall be computed by multi-
plying each periodic rate by the num-
ber of periods in a year. 

(c) Annual percentage rate for periodic 
statements. The annual percentage 
rate(s) to be disclosed for purposes of 
§ 226.7(d) shall be computed by multi-
plying each periodic rate by the num-
ber of periods in a year and, for pur-
poses of § 226.7(g), shall be determined 
as follows: 

(1) If the finance charge is deter-
mined solely by applying one or more 
periodic rates, at the creditor’s option, 
either: 

(i) By multiplying each periodic rate 
by the number of periods in a year; or 

(ii) By dividing the total finance 
charge for the billing cycle by the sum 
of the balances to which the periodic 
rates were applied and multiplying the 
quotient (expressed as a percentage) by 
the number of billing cycles in a year. 

(2) If the finance charge imposed dur-
ing the billing cycle is or includes a 
minimum, fixed, or other charge not 
due to the application of a periodic 
rate, other than a charge with respect 
to any specific transaction during the 
billing cycle, by dividing the total fi-
nance charge for the billing cycle by 
the amount of the balance(s) to which 
it is applicable 32 and multiplying the 
quotient (expressed as a percentage) by 
the number of billing cycles in a 
year. 33 

(3) If the finance charge imposed dur-
ing the billing cycle is or includes a 
charge relating to a specific trans-
action during the billing cycle (even if 
the total finance charge also includes 
any other minimum, fixed, or other 
charge not due to the application of a 
periodic rate), by dividing the total fi-
nance charge imposed during the bill-
ing cycle by the total of all balances 
and other amounts on which a finance 
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