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Federal Reserve System § 235.7 

(c) Exemption for certain reloadable 
prepaid cards—(1) In general. Except as 
provided in paragraph (d) of this sec-
tion, §§ 235.3, 235.4, and 235.6 do not 
apply to an interchange transaction fee 
received or charged by an issuer with 
respect to an electronic debit trans-
action using a general-use prepaid card 
that is— 

(i) Not issued or approved for use to 
access or debit any account held by or 
for the benefit of the cardholder (other 
than a subaccount or other method of 
recording or tracking funds purchased 
or loaded on the card on a prepaid 
basis); 

(ii) Reloadable and not marketed or 
labeled as a gift card or gift certificate; 
and 

(iii) The only means of access to the 
underlying funds, except when all re-
maining funds are provided to the card-
holder in a single transaction. 

(2) Temporary cards. For purposes of 
this paragraph (c), the term 
‘‘reloadable’’ includes a temporary 
non-reloadable card issued solely in 
connection with a reloadable general- 
use prepaid card. 

(d) Exception. The exemptions in 
paragraphs (b) and (c) of this section do 
not apply to any interchange trans-
action fee received or charged by an 
issuer on or after July 21, 2012, with re-
spect to an electronic debit transaction 
if any of the following fees may be 
charged to a cardholder with respect to 
the card: 

(1) A fee or charge for an overdraft, 
including a shortage of funds or a 
transaction processed for an amount 
exceeding the account balance, unless 
the fee or charge is imposed for trans-
ferring funds from another asset ac-
count to cover a shortfall in the ac-
count accessed by the card; or 

(2) A fee imposed by the issuer for the 
first withdrawal per calendar month 
from an ATM that is part of the 
issuer’s designated ATM network. 

§ 235.6 Prohibition on circumvention, 
evasion, and net compensation. 

(a) Prohibition of circumvention or eva-
sion. No person shall circumvent or 
evade the interchange transaction fee 
restrictions in §§ 235.3 and 235.4. 

(b) Prohibition of net compensation. An 
issuer may not receive net compensa-

tion from a payment card network 
with respect to electronic debit trans-
actions or debit card-related activities 
within a calendar year. Net compensa-
tion occurs when the total amount of 
payments or incentives received by an 
issuer from a payment card network 
with respect to electronic debit trans-
actions or debit card-related activities, 
other than interchange transaction 
fees passed through to the issuer by the 
network, during a calendar year ex-
ceeds the total amount of all fees paid 
by the issuer to the network with re-
spect to electronic debit transactions 
or debit card-related activities during 
that calendar year. Payments and in-
centives paid by a network to an 
issuer, and fees paid by an issuer to a 
network, with respect to electronic 
debit transactions or debit card related 
activities are not limited to volume- 
based or transaction-specific pay-
ments, incentives, or fees, but also in-
clude other payments, incentives or 
fees related to an issuer’s provision of 
debit card services. 

§ 235.7 Limitations on payment card 
restrictions. 

(a) Prohibition on network exclusivity— 
(1) In general. An issuer or payment 
card network shall not directly or 
through any agent, processor, or li-
censed member of a payment card net-
work, by contract, requirement, condi-
tion, penalty, or otherwise, restrict the 
number of payment card networks on 
which an electronic debit transaction 
may be processed to less than two un-
affiliated networks. 

(2) Permitted arrangements. An issuer 
satisfies the requirements of paragraph 
(a)(1) of this section only if the issuer 
allows an electronic debit transaction 
to be processed on at least two unaffili-
ated payment card networks, each of 
which does not, by rule or policy, re-
strict the operation of the network to 
a limited geographic area, specific mer-
chant, or particular type of merchant 
or transaction, and each of which has 
taken steps reasonably designed to en-
able the network to process the elec-
tronic debit transactions that the net-
work would reasonably expect will be 
routed to it, based on expected trans-
action volume. 
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