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Memorandum 76-1

Study 39 - Creditors' Remedies (Use of Credit Cards in Attachment and Execution
Sales)

The Commission hgs requested that the staff consider the question of
whether proposed provisions of the law regarding prejudzment attachment and
enforcement of judgments should be modified to contain a provision permitting
sales by use of credit cards when a keeper has been placed on the premises under
an attachment pursuant to Code of Clvil Procedure Section 488,360, or when a

levying officer presides over an execution sale.

General Background With Regard to Attachment Iaw

Under prior law, the provisions setting out the procedure to be followed
when a keeper was placed on the premises contained no reference to any payment
other than by cash. Prior Code of Civil Procedure Section 542(3) permitted a
defendant to continue to operate his business with a keeper in charge for a period
of two days provided all sales were for cash. The levying officers interpreted
this provision as prohibiting them from accepting the receipts from credit
card sales but as allowing the merchant to transact such sales 1f the creditor
specifically authorized such sales to be made. The Sheriff's Manual which set
out the Sheriff's Association's interpretation of prior law stated as follows:

(1) [§15.22] Credit card Sales
The creditor may also authorize credit card sales since defendant

may not wish to damege his reputation in the comminity and would rather

close the business than let his customers know they must pay cash.

This is freguently true of some restaurants. Without express permission

from the creditor the keeper has no authority to do this on his own.

{Cal. State Sheriff's Assn., Civil Procedursl Manuel, Faited and
Revised 1975-]

Discussions by the Commission staff with representatives from several sheriff's

and marshal's offices. throughout the state indicates that,although they have
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hed situations in which creditors have specifically authorized the levying officer
to allow credit card sales to go on during an attachment, the general practice is
not to permit such sales. More significantly, even if the instructions to the
levying officer specifically permit such sales, the levying officers do not take
possession of the credit card receipts. The staff has been advised that, in some
isolated situations,there have been private agreements whereby the debtor, in
order to maintain his business in operation (ELE;L a restaurant or gas station
which has & high percentage of credit card sales), has been permitted to conduct
business by eredilt cards and has tendered the money received from these sales
to the levying officers after receiving the cash from the credit card issuer.
However, these have been unique informal agreements based on the officer or the
creditor's confidence in the promise by the debtor, and there have not been pro-
visions in either prior or proposed law specifically permitting such procedure.

Under the attachment law,as originally recommended,the Commission Section
488,360 provided that, to attach inventory of a going business if the defendant
consented, the levying officer placed = keeper in charge of the property for a
reriod not to exceed 10 days. The section further provided that:

During such period, the defendant may continue to cperate his farm or

business at his own expense provided all sales are final and are for

cash or the equivalent of cash. For the purposes of this subdivision,

payment by check or a credit card issued by a person other than the

defendant shall be deemed the equivalent of a cash payment. The levy=

Ing officer shall incur no liability for accepting payment in the form
of a cash equivalent. [Code Civ. Proc. § 488.360.]

The Commission received a number of comments both from levying officers and from
the practicing bar indicating that it would be necessary to establish a2 compre-
hensive method for dealing with sales by credit card such as the specific pro-
visions dealing with checks or other commercial paper set out in Code of Civil
Procedure Section 488.520 before suck legislation would be acceptable. The Com-
mission proposed to eliminate the provision allowing credit card sales pending

implementing lezislation.



Inclusion of & provision permitting the levying officer to accept or permit
credit card sales raises a number of probtlems whick must be examined to determine
whether such legislation would be worthwhile.

(1) Defenses. One of the major objections to permitiing receipts from

credit card sales to be collected by tne levying officer and the resulting cash
to be transmitted to the creditor is raised by the problem of defenses which the
cardholder might have and later be able to raise azainst the card issuer. The
Song-Beverly Credit Card Act of 1271 (Exhibit I attached) and the new federal
legislation, P.L. 93-455 (Exhibit II attached), make the right of the card issuer
(i.e., Mastercharge et cetera} subject to the defenses which the cardholder
{buyer) has against the retailer (the debtor in the attachment situation) from
whom the cardholder made the purchase. The right to assert the defenses which
the cardholder retains is limited to certein fact situations [(l) the purchase
price of the item must exceed $50; (2) the purchase must be within the state

(or within 100 miles under the federal bill); (3) the cardholder must first make
written demand on the retailer attempting in good faith to obtain satisfaction
from the retailer; (k) the amount with respect to which a defense may be asserted
shall not exceed the amount outstanding with respect to the purchase involved.]
However, most significant is the fact that the statute contains no specific
limitations period. As a practical matter, in situations in which the statute
is applicable there is no actual period after which a claim is eliminated. If
the retaller fails to satisfy the buyer's claim or goes out of business and the
buyer has not paid the outstanding amount of the purchase price to the card
issuer, the buyer may assert his defenses against the issuer. In the case of

the purchase of a large item such as a TV set or an appliance, this may mean
that the buyer retains a defense for as long as 72 months for an installment
contract. If the levying officer has distributed the funds received on the

credit card sale to the creditor, the issuer would be left besring the loss.

-
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If the issuer retains the right to trace the funds through the sheriff to the
creditor, there would be awkward and difficult cases involving parties who may

be far removed both in time and knowledge from the facts of any particular sale.
The Commission has previously approved legislation which immunizes the levying
officer when he accepts checks by proving that Uthe levying officer shall incur
no liability for accepting payment in the form of a cash equivalent.” As a
practical matter, it would seem yuite cumbersome and also impractical to involve
the levying officer in an action to recover funds by the issuer against the
third-party creditor where the issue involved is the defense which the cardholder
has against the original retailer.

It has been suggested that these matters might be dealt with by permitting
or requiring the creditor to purchase a fiduclary bond which would cover such a
situation. However, the lack of a precise perled when such defenses would have
to be asserted against the issuer and the desirability of terminating lisbility
on such a2 bond makes this an impractical seolution.

On the other hand, it would seem unfair to leave the card issuer to bear
this loss without a right to trace the funds to the party who ultimately recelves
them.

It has been suggested that a provision could be enacted permitting a levy-
ing officer or a keeper to make or authorize credit card sales: for less than $50.
Such sales are baslcally excluded from the Song-Beverly Act and the new federal
leglslation. Buch a provision would eliminate concern that the card issuer might
be unable to collect from the cardholder funds that the issuer has paid over to
the levying officer who has distributed the funds to the creditor. The provision
would also assist small companies such as restaurants and service stations which
often do the bulk of their business through credit card sales for small amounts.
There are, nowever, other objections to such leglslation which would mitigaste

against such a recommendation.



(2) Coliection of funds from issuer by levying officer. At the outset,

it should be pointed out that, although heretofore the generic term "sale by
credit card" has teen used to describe all credit card transactions, such sales
fall within several distinguishable categories. One category consists of bank
credit cards such as Mastercharge and Bankamericard. Sales slips from the use

of these cards are dealt with in much the same manner as checks. However, they
are not negotisble instruments. Thus, they are subject to the specific provi-
slons of the particular agreement between the merchant and the card lssuer as

well as between the card heolder and the card issuer. In the case of bank credit
cards, the levying officer must deal with a particular bank in order to obtaln
collection. (See Exhibit III for an example of a typical merchant agreement with
a Mastercharge bank.) The officer would, generally speaking, be acting as a merche
ant and it would be necessary for some agreement to be reached between the levying
officer and a local bank (one for each type of bank credit card) in order to allow
collection.

A second category of credit cards consist of those cards issued by companies
which are also suppliers of the merchant such as the oil companies. The suppliers
who issue these cards often retain the right to set off the cost of the merchandisze
supplied to the merchant against credit card slips. Any statute alloving the
levying officer to collect directly from the card issuer would interfere with the
issuer's contract with the merchant. Tt is precisely in those situations when the
merchant is in financial difficulty and bils merchandise is under attachment that
the card lssuer would want to assert his right to set off against the credit card
slips.

It seems clear that even a provision which avoids the problems arising as
a result of current federal and state legislation regarding credit cards by dealing
only with sales under $5C would be complex and cumbersome to administer. Dif-
ferent rules would be needed for diiferent types of cards yet the legislation

would only be useful in limited situations.
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{3) Limited territorial power of levying officers. An entirely different

problem is raised by the fatt that each levying officer has jurisdiction to

require payment only within his own county. Meny credit card issuers do not have
disbursal offices within each county. Of course, no problem arises if the issuer
voluntarily agrees to pay the levying officer upon presentation of the receipts.
Absent such an agreement, it would be necessary to provide a procedure permitting
collection from an out-of-county disbursing office. Such gpecial provisions

would also have to deal with card issuers having offices only in other states.

Once again, the limited benefits to be gained from permitting credit card sales

when there is a keeper under an attachment or in an execution sale appear to be
offset by the complexity of the necessary legislation and the incumbent difficulties

in its sdministration.

Respectfully submitted,

Jo Anne Friedenthal
Iegal Counsel
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Memorandumn 7oL

§1 ?4?3@ Fevovery by enrd favoor subhof fe dofenses of enrd-
odder

w4 Bover sysiast reiaifer

by recover apy credit exfendsd
-periit M MaRing DErohRases
¢ defenses which the eardinddey

fyorni whomn Tt ‘sf}lr‘im smade

1L CE

‘j;} The pric 5 defense is as-
sepied excneds

€2 The porchase wask Its

(3 The caréholder shal Tove rmode a wriiten demand on the ye-
tailer with respect 1o the purchase and aftempted in "*md faith to ob-
tain ressonable satisfaction fram the retailer

{4} The cardhoider gives written notice 1o the card issuer speci-
fving the rotailer, date of purch'* se, amount thereof, the goods or

rvice purchased, the natuee of thie cardholider's defense with respect
therete, and those aels, if any, that the cardhoider has taken in at-
tempting to ohiaw satls H i ine retniier,

{9 The smoennt with iospect {ow hrf’ & defense may be qssert-
ed under this section shell oot eroed ine dl"']i'}u"lr outstanding with
respect io the purchase invelved, amd sny late c‘hsxgr‘a ar finance
tharges on such amount, Jete ‘n“]"ia‘u &5 o pe thns the retsiler re-

- reives the welttee demand required fvom the cardhoider pursuant to
paAge : ' f‘f {‘a‘;‘i insker receives the writ-
ten notice fron the ¢ o parairapi (43 of subdivi-
siop {a}. whdehwwnr i3 reseiy i i oy i he moaose of determining
the amount outstandibg, the vavieens snd cradits o the f‘&f“ﬂ"‘uiﬂ&‘”'&
socount are desmed to have been apbas?, in the order indieated,
Fie payment of:

{311 Imtechar i the oeler of tedr sntry to the account,

{2}

T

Finanes charges in ovder of taoir enicy {n the secount.

{3 Dchts to the acommt othor than thoege st forth above, in

Hhe arder inwhich epch debit eniry o ’LE‘{ acenunt was made

(o} Use by the cardholier of 5 oredit enrd, for purposes of this
section, shall inchule erly an authorzs } e ».s} shedl by deemed (0
suetude both:

{1} Purchases vwith rash obtal thraugh uyse of g credit card.

{27 Pavient by check. whet ?‘-c' or noi sueh a pavment resudis in
1 cteﬁﬁ patenvion to the cardholder by ihe card jssuer and whether
1 et coedit eavd was used to *ﬂciu e me seller 1o acoept the check.

{dy Fights of *he ardhoider under 1hiz meehion can b asserted
nly as a matter of defense to or set off aguinst g ciabm by the card
ssuer under its aprecment with the cardboider.  The vights provided
ire e‘w‘uﬂ*w with yespesd o o o reasponsibility for acts or
nnissicns of o retailey; 8 cadd bssuer shall not otherwise be subject to
iefenses or c‘j ving which the cardholder hias as a buver against a re-
ailer,
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3 1747.5G UBLIGATIONS IMOUsSKED BY Law

Oiv. 8

el Waiwitheiandino any o 13 sectior where g
eard Issuer knows op hiu meesan W know of willhig or repeated un-
lawful acts of @ refaier i connection with yetai) salow, the riphis
granted vinder thiz section shal) n D exelusie bt shall b
HOR 10 aiy olher cemec cvided byl

(£} Within 50 doye after the eflertive date of this sot ta cuch
cardnoider whose acenunt Was artive on the effectize dete of this Hta
and prior to the firs! use of the credit card (5 each new cardholder
who i3 issued a credit cand alter the offeetive gete af this xet, the
card issuer shall send 5 written toliee which eiteg this act and de-
seribes the procedure (o be followed under subdivision ¢a) of this EOC.
tion,

i adedi

(g} This section shall not 3pply to card issuers wh operate retajl
outlets where use of the erelit card is linited exciusively 1o such re-
tail outlets,

{Added by Sty 973, e 1019, OLBGE R
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Memorandum 75-1

83 STAT. 1515

EXHIBIT TT

{23rd Cong. H.R. 11221.]

Pub, Law 93.495 - 16 . Ccetober 28, 1974

15 USn L6661,

15 usCc 1secg,

15 158 1468,

15 use 16661,

*8 167 Use of cash discounts

“laj With respect to credit card which niay be used for extensions
of crlit in sules transsctions in which the seller iz a person other than
the card issuer, the eard issuer may not, by contract or otherwise,
probibit any such seller from offering & distount to a wrdhohler to
mducy the cardholder to pry by cash, cherk, or similar means rather
than u a credit card.

“{b) With respect to any sales trensaction, any diseount not in exces-
of 5 per contum offered by the seller for the purpose of inducing pay
ment by cash, check, or uther means not invelving the nse of a erudit
card shall not constitute & finance charge us determined under section
108, if such discount is offernd to all glmspective buyers and its sveil-
ability is disclosed to ali rospective buyers clearly and conspicuously
n eecordance with ations of the gios,rd.

“§ 168. Prokibition of tie-in services

“Notwithstanding sny sgreement to the toittrary, & card isuer may
ot require s seller, 88 & condition to participating in & credit card plan,
to open &n account with or procure auy other service from the card
issver or ity subeidiary or agent.

“§ 169. Prohibitlon of ofsets

“sa) A card issuer may not take any action to offset a cardholder’y
ind o8 sriging in eopnoction wid: 8 consutner credit branssetion
under the relevant eredit card plan against funds of the cardholder
held on deposit with the card issuer unless—

"; 1) such sction was previously authorized in writj by the
ider in accordance with g credit plan whemhy'r;ie card-
holder agrees riodieaily to pay debts incurred in his open end
erediz sccount by permitting the card issuer rericdica]]y to deduct
tl!dur & portion of such debt from the cardholder's deposit mevennt,
an
“{2} such action with respect o any outstanding disputed
l:;ln&-:umnotha taken by the card issver upon request of the card-
r.

In the cage of any credit card account in existence on the effective date
of this mection, the previous written authorization referred to in elavse
(1) ahall not he required unti! the date (after such effective date) when
Buch @ecount ik renewed, but in no case later than one year after such
effective date. Such written authorization shall be deemed to exist if
the card issuer has previously notified the cardholder that the use of
his credit card mecount will subject any funds which the card jssuer
holds in deposit accounts of such eardbolder to offset mgainst any
amounts dve snd payahlo on his credit card meconnt whicg have not -
been paid in nccordance with the terms of the sgreement between the

card lssuer and the cardholder.

“(b) This section does not alter or affect the right under State law
of & eard iseuer to attach or otherwise ievy upon funds of & cardholder
held on deposit with the cerd issier if that remedy is constitutionalty
availabis to creditors grnerally,

“3170. Rights of credit enrd customers

“(a) Subject to the limitation contained in subseetion (b)), & cand
issuer who hag imsued n credit card to a cardholder pursauant 1o an
open end consumer eredit pian shall he subject ta all claims {other
than tort claims} and defenses arising onut of any transaction in whicl,
the eredit card is used as a method of payment or extension of credit
it (1) the obligor has made « good frith attempi te obtein satisfactory
rasolution of & disagresinent or problem relative to the trungaction
from the persor honoring the credit card; (2) the amount of the initial
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transaction exceeds $50; ond {3) the place where the initia) transaction
occurred wes in the same State us the mailing eddress previously pro-
vided by the vardhelder or was within 100 miles from such

cxcept Lhut the limitutions set forth in clguses 2) snd {3} with
respiect to an obligor’s right lo assert claims and defenses againgt s
vard issuer shail not be appliceble to any transaction in which the
person honoring the credit eard {A) is the sams porson as the card
i~suer, {B) is controlled by the csrd issuer, {C) s under direct or
indlirect commen control with the card imuer, (D) is & franchised
dealer in the card issuer’s products or sorvices, or {E) has obtained
the order for such trunsaction through a mail solicitation made b or
participatod in by the card issuer in which the cardholder is solicited
to entey into suck tronsaction hy using the credit card issued by the
catd issuer,

“(h) The amount of claims or defenses aseerted by the cardholder
miay 1ot exceed the amount of credit numlmd'mgi reapect to euch
transaction at the time the cardholder first notiBies the card issuer or
the person hanoring the credit card of suck claim or defense. For the
purpose of determining the amount of credit outstanding in the
preceding sentenice, payiments and erodits to the cardholder's aocoart
are deemed to have been aﬁpl ied, irt the order indieated, to the payment
of: [1} Jate eharges in the order of their entry to the acoount; (%)
finence charges in order of their entry to the account ; and (3) debits
tu the account other than those set forth above, in the order in which
each debit entry to the secount was made.

“§17L. Relation tv State laws

“(a) This chapter does not anuul, witer, or affect, or exempt Any
person subject to the provisions of this chapter from complying with,
the Jaws of any State with respect to credit billing practices, except, to
the «xtent that thoss Jawe are inconsistent with any provision of hig
chapter, and then only to the extent of the inconsistency. The Board s
&l:t.gmrimd to determine whether such ineongistenvies exist. The Board
way not defermine ihat any Staie law is inconsistent with sny pro-
visioy of this chapter if the Bonrd determines that such law gives
grenter protection to the consumer,

“(b} The Board shall by reguintion exempt from the requirements
of this chapter any class of credit teansactions within any State if jt
determines that onder the Taw of that State that, cless of transactions
it subject to requiresients sabstautially similer to thoss iveposed under
this elopter or thet such law gives greater protection to the eonsumer,
and that there is adeguete provision for enforcement.”

§ 307, Conforming amendments
ta) ‘The table of chaplers of the Truth in Lending Act ia amended
by adding immwdiately ander tem 3 the following :

A Cernr Hroixg, e e e b e b e e ke e e e DL

b} Section 111(d) of such Aot (15 VLS., 16100(d)} i amended by
A iag out “aid 3P and inserting In biey thereof 8 commg and the
oo onwrieege s D50, ol 1GA™,
ST Ewectiom (210} of such Act {15 TL.8.C 1631 {n}e is amended—
{1} by striking ont “and wpon whom a Snance o nrge i¢ or may
D imnpuped™s ane
[2: by inserting “or chapter 4V immediately after this
el o™
b Nection 120(0Y of saeh Aee €15 11800 1621 {b}} is amended by
sertingg Cor chiapter £7 immediately after “this chaptes”.
fi- Seetiom 129(n) of siech Act (15 17.8.0. 163202} } is anwnded by
ingerting “or chapter 47 immediatoly aftor “his ahapter™,

3 sar, 151

15 UsC 16664,



Memorandum 761

EXHIBIT TIT

BINCE 4§

P WELLS FARGO BANK

e T L BRI WAl TSR P

master charge participation agreement

THIS AGREEMENT, entered into the day and year below written by and between WELLS FARGO BANK, NATIONAL
ASSOCIATION, (“Bank®} and the undersigned (*Participant™,

WITNESSETH:

WHEREAS, Western States Baskourd Josoaiation (1he " Awclobion™) and e mambere (including Bani) have a reultiple-
mmmm:mmm:w“hnmmmmnmx #rd Assccietion
{"INTER )} nnd membeis of both Asecistion wod K snd other secocistions efiisted with INTERBANK (as “issuing
members”) have insupd.(or will lasus} charge erds Carda”) to thair custemers (“cardhoidera™); and

WHEREAS, Purticipant wishes to participsts in th TER CHARGE Card System upon the terme and sonditions set forth in this

ment, . )
NOW, THEREFORE, IT IS KEREBY AGREED by end batweer the partion bereto ar follows:
?%“F“}u"”*""%?ﬂ;gm% u;uiy”é':m ldvorthh;dhphﬁ ppbied by Bank eo that the public will know that Charge
1. Advertiving. ‘ t Lo 5 B ] ) public w
Cards will be henhored at Participan vamrmw&' t shall wtidise such other sdvertiaing or promotional materiuls that
identify Bank, the Associstion or INTE K o maks vso of the MASTER CHARGE trademari ss shail be approved by Bank. 11 no case
MPmﬁpant&mymmmMmmm”wm&Mhmhsmu to be visibk frotn cuteide Particlpant’s
Place of businiess or advertiise aw frm'naiﬁlaant mmﬂmd:dmyordvmhmemmhtmamd rto
:umneﬂmonlyﬁmrdnismndbygmkw be honored by Parti t. This provision is not intended as a restriction upon Participant’s right
w'dlwﬂ]z:tlﬁ o E:fm t;:u‘l';:r; :’ﬁ?‘linm(: Cards fasued by ber ot b: ber of aftlisted
2. Homoring ards. uny iseting member or by sny member of x group afli
u&m thga Amriﬁgn and its MASTER CHARGE Card System provisian ianet mw %8 & restriction upon Partivipant's right to horor
aLner ¢ 2 R .
1.03. Ig:nnpiiume with Law. Participant shall comply with all applicghle Feders] and State laws inciuding, without limitation, the Federal
Consumer Credit Pratection Act snd the-Song-Beverly Credit Card Act of 1971, a8 the same may be from time to lime smened, and any rules
and repulations promulgated thereurder.

LB (79¢ of Sales SHip. Each Charge Card szle made by Im'tim’;am will be evidences] by @ sales slip drawn by Participant in accordance
with Faragraphs 1.03, 1.06 and .67 hereof on 5 form furnizhed to Purticipant by Bank or spproved by the Association. Sales slips shall be
completed only with respect to bona fide Lransactions. of : ' i
L.05. Cherge Card Sale. Subject to the provisisos raphs 1.06 knd 1.07 hereof, in effecting & Charge Card sale Participant will;

(&) effect no sales (i} through the we of 5 Charge %:xﬂm in not yet effective (if an effective date thereon) or has expired; £ii)
through the use of & Charge Card which Participrot in edvised 5t the time of the charge withorization inquiry is not tg be honoved: (i)
through the use of 5 C Card or counterfeit card tisted on the most recant warning notice (issued by the Associstion) or restricted eard
list (isawed by INTERBANK) furnished to Participant; or (iv) notwithstanding subparagraph: {c) (ii) of this parsgraph 1.06, thriugh the
uuofnChu*gedewhmthaMwbemiduﬂdnr%e ; i in or effixed o a vehicie st the time of sale unless asid
goodlmhfmimmhdinwsjﬁxaémtmwehiﬁ&éﬁmagua x &t the tire of sale;

(h) effect no Charge Card transsction when caly & the sonsideration die inpaid through use of & Charge Card sxespt (i) when
ihe remainder is pedd by tw purchaser ot the tony of Mhmﬁuhrch&;utﬁ)mwmmmupilmﬂﬂ,
may sliow 3 customer Lo sign two separaie sales slips in « delayed delivary sale, which ix & sale in which 2 depesit is tandered by eash or by
completion of & sales alip (to be lsbeied “deposit™ ind payment of the balance is tandered by completion of 2 pecond salenslin (to be inheled
“balsnce”). The lntter sales <Hp shall be completed concurrently with delivery of the contracted for goods or performance of the contracted
for services, Completion of each such sales lip ehall congtitule a separste transaction with eath having » tero floor Hmit and requiring
separate suthorisation. For ses of computing the time aliowable under puragraph 1.09 herveod for deiivery of such sales siips, the date
of the respective n shail be deemed the trarasction date; . )

(¢} include all itama of gooda oF services purchused in & single transaction in the (otsl amount on & eingle sales alip which shall be -
completed by filling in the apprupriate spacex on the slip {ineinding (i) & brief description of the yoods or serviees sold in sufficient detail to
identify the tranasction and in coenpliance with ali sppBcable isws sind regulations, (i) the motor vehicle license numtber and state (or other
Jjurisdiction} of issue if the traneacting cccurs st a ghssline filing station, provided that if no motor vehinle is present the words “no ear”
shall be entered, and (ifi) the date the salee wip Is somspicted), by imprinting the salen slip with the embossed legend on the C.ﬂe Card
:ﬁ_ﬂn un:mhmtah imprintar plate {or typing or printing such information if an imprinter plate s not in use} and by requiring the holder

SiIgn &Biﬂl J1H . .

{d) if the total amuoart of the sule, inclading spplicsbie taxes, if any, is in excess of the then current and applicable foor limit (as to
which Participant shali be sivised from time b Lme in writing by Bank} or if there s 4 zers floor limit applicable to the transaction,
communicate with the Associntion or ita designated agent knd obitain suthorization for such tots) amount snd write the suthorization
number on the sales alip; 7 , '



fe} complete the tranmnction shly (i} if the piguatvre on the sales sHp Appears te be the adime as the signature writte nats

panel on the Charge Card, whish bR e rhall b j e Shive SUIARE A5 At 0GR o1 The fL"uzf? o tne‘r?;:;l:g::‘}; Btllﬁn?:?::
customer resembles the person depicted in &ny identificetion picture that Bppears of the Charge Card, (15 if the identity of the customer
Appears to conform: to sny other means of idantification that is sikewd on the Charge Cand, and (fv) of the Charge Card appesrs to have been
i\;‘ahdly kssued wri 16 be currently vabd, it being underatood thar, eteept ae provided in paragraph 205, Pavticipant shall incur no ligbility
respect L6 zales siips bacause of forged or unauthorized signatures or because the ranis were counterfeit curds, provided Patticipant has
exerFme:d remnabi? diligence in determining to the best of hia ahility that the Charge Card was one issued or approved for use in the
ﬁ:g;I;ER CHARGE Card System and is currankly valid and thal the signature on the sitleq ehip appesrs 1o be the same a6 the signatyre an
bm&ch:dr?e Lard ahd is i the pame rurnag as thut embomsed oi Lhe Chiarye Card and provided ke Provisions in paragraph LOSE) are not
mun(fz{ :f:ir::nm favor of Bank sl galus slipe n which ta purchaser by the wigning thercaf does ot becoma directly obligated to the

. ) deliver to the purchaser x tmg cepy of the saden sHp a0 the time of the mde (thar is, when Participant has i

?nn? cbligations to the purchaser in £LOnneetion with the tranaaction us & resuk of whioh the sies akip iam;e’:zentedp:imm i of bia
Card ale Wetkhau Charge Cerd. Ig" st Partieipant'e option, the transastion will be offected by 2 cardbolder, without use of the Chargs
hri dﬁflmt ahall write i informatlon mmboafed i the Charge Card on the sales slip, shait obtain identifieation by satizfactory
n;pen t mei_]\m;. shall note such method on the sulen slin and ahsil ¥ #ith the provisions of paragraph 1.05 hereof, with the exception
aPart e Charge Card imprinting requiretsant of enbp agraph LOGiz). In effecting & sade under this paragraph or under paragraph 1.07 hepeod
nicipant ehall be deemed o warrm thet the purchaser is a peron. authorized 10 use the Charge Card, that the name anel wceount number
wntt}fen on the sales slip wre identicad to these eml;oued un sh Charge Card, end that the purchaser is the person whose signature i written
on the signature panel on such Charge Crrd wna HAR L uarne surname e that embosaed on such Charge Cird. In ihe evant of a breach of said
rmg,ﬁrtmpu;t ?haiil m u}‘:’ Bark & eredit memorardum, within five (5) calendar days after demund thervefor and, where requested. a
eachlagi?e efd‘mu!ﬁ:r !t:;:& 5 axfﬂt'mipam shall wbtsin prior suthariestion from the Agsociation or its designated sgent for the amount of
{07, phons (rrder, Mail Onder &r Preatdborized Onler. If, at Participant’s option,  transaction will be effected by s telephone order
::l:“;l prdel;l}*.zfﬂl be bsed upon & written ordar, purporiediy diracted to Psrﬁ:?:m by & cardhalder in sdvasiee of atramiction. itJ::t execurg [
Cn-j tlﬁ)em h of the cardholder (a preauthorized arder) and such order i by a person who claims he is authorized to use the Cherge

ard, procedures in paragraph 1.08 shall be followed sxce that in the epace provided for the urdhaider’saignatmhrﬁﬁpmtsm 3

nlmn;m rote thet the order was 1%- telephone (TO) or maii (G) oF is & preauthorized order (PO, Participant shall belilble_fnrsg:
lﬂ'ﬁ;;n_t any sales skip geverated by & TO, MO or PO that ia uncollectible for eny rewson whatsoever. Participent shall obtain prior
authorization from the 4aancutmg| or ita degignated uc;:ﬁr the wrnsunt of exch sale effected under this Paragraph in excess of §50.00 or auch

108 Nm&mmmym&cy, Mdpmtlhﬂ:taﬂﬁmuwhﬂethhmmtisinfﬁeamm: 2 iserimi
: policy that shali not diserimi-
Date against persons makin mtﬁmﬂmda{:}nmc ith respect ; ’
OF 8Ervices n&'&lnad l.hmugﬁ such purchases. ard with to the exehange of, return of, or adjustment oh merchandige
1.09. MimquuksSﬁg. Within seven {7) rﬂedesysmmahmmwmthdﬂvnmmmph
providad, Aovwver, that, micipmwillnotpmemauleulipmaankumm&usuhﬁdpmt substuntislly
prﬁnipnlobﬁ;nﬁnmmthepmhmrmmmﬂhnmhthemmmbwhkh&nnb:ﬂpwu

L10. Retrieval of Charge Cards. Participant wili use his bent afforts to retrieve sach Charge Card and sach sounterfeit card Hated ori the
wmmﬁaaaorremiaedmdlmm(ormmmwwm;mtmhhvm}mmmgmhcu'dwhichhrudpmh
advi umma;mmwhmummmmmwmmmhnmwmehmmm.
Plrtidlpmuhtll promptly surrender to Bank, the Associstion or INTERBANK any such Card or counterfeit card.

L11, Use and Delrvery of Credit Memorgnduns. In the ewnt&utnwnhmdhﬁmmd Pelurn or any adjustment with respect
waweofgnudsoraervieeshdlwedbyhmﬂpmt,Panieipmtnhﬂlmﬂummmwthemdhol&u t will prepare, execute and
deliver to Bank prompti Minmeventhterthunsevenmweﬁuhynﬂwmhudmhﬁmmnrmm.amummmm
or & form 1o be furni to Purticipant by Bank, ?nnieipmt&hnﬂwmphhhhcmﬁtmmhdhmrdmﬂhedin 105
or, &t Perticipant’s option, in the manner described in peragraph 1.06 and shall deliver x copy of the crodit memorsndum to the er, In
either event Pmidpmtahalxﬁiiinthedatethstamp;sdthecre&tmmdmhmwmuMMrmmmﬂmmﬁit

memarandurs,

Section 2. Rights and O ipations of Bank, . .
2.01. I'mprinters. Bank will furnish to Participant muitable imprinters st an annual servics fee for sxch imprinter as from tine to time may

-Bemduponhetweenﬁuﬂtmdi’mieim Suchfm:haﬂbemn-nﬂmdab{emdlhﬂlhmﬁhmadvmhydeh&thadaigmtad
demand deposit sccount maintained by Participant with Hunk {“Participant's Account”} of the full smount thersof, Al such ters ahall
retuain the property of Bank and be returned to Bank upon termination of this Agreement in the same condition as w received,

reasonable wear snd tenr excepted. ) . .
2.02. Forms. At a reasonabie fee to be established By Bank, or at Bank's cption without charge, Bank shall supply Participant with forms
for sales alips. credit memorandn and deposit tickets to he uaed by Participant pursuant to this A greement. )

2.03. Cwedit for Sates Stips. Upon delivery of & sales slip to Bank in acoordanes with parsgraph 1.09 hereof, Bank will give Participant
credit for the face amount, of such slip less a discount of . % of sick- Bhee amount. Buch eredit may, a2 Participant's
eredit to Prrtisipant's Account. The amoant of such discount may from time to time be changed by Bank upor: thirty {30} daye written notice
given to Participant by Bank. Bunk may refuse to give Participant immediete ovedit for any sslen alip which does not conform in every respect
to the requirements of paragraphs 1,04, 105, 1.06, 1,07 and 1.08 hereot, ‘

2., Cotlection or Charge for Credit Memorandium. Upon delivery of & crodii memorsadum te Bank urasccinpanied by a cash renittance -
therefor, Bank shall have the right to colleet from Purticipsnt or charge back ts Participsnt's Account the amount evidenved by such ¢redit
memorandum, keas the spplicabie portion of the discotnt ¢ in connection with the sales alip covering the original transaction.

2,05, Rejected Slips. shall have the right to collect Participant or charge back to Participant’s Account the fuil amount of any
sales sfip {8} which |s flegible or which Bank is unable to present to, or which in rejected by, or which is chirged back to Bank pursuant to
spplicuble Association Operating Rules (“Ruley™ by, the Associstion becguse of illegribility, ar (b) which fadls to conform, oris charged back to
Bank pursuant to the Rules for failure t0 conform, to any of the provisions of Seetion 1 herecf, or (e} with respect to which there has been 3

cardhoider; provided, howeser, that Bank may collect from Participant or charge baek to Participent's Account, without regard to the
provigions of the Ruies, any zales slip thet doea ot represent s bong fide trangastion, reprosents & transaction completed in violation of
paragraph .06 (a} (iv) hereof, or represents & transaction in which Participant or any employee or sgent of Participant fraudulentiy acted in
collusion with one presenting & Charge Card. As used hevein the term “dispated” includes itostions i which the issuing member s advised in
writing by the registered Charge Card hoider (53 that he eRgagedt in the transsetion hut for same apecified rexson requested a price sdjustment
and credit memorandum from Participant and waa refused or (b) that the tressetion evidenced therehy violated the law or is verl or voidable
by operstion of Isw. Bank shall return each such slip to Participant upon pryment therefor in scoordance with this parsgraph. Bank shall glsc
have the right to collect from Participant or charge to Participant's Account the amwunt by which the total on eradit memoratdum
submitted 1o Bank is less than the tqta.f‘:;:oum ofi the ropy of the memorandum delivared te the purchaser gt the time of the adjustment. Each
E’:ﬁ{f““’ in thia puragraph to “issuing member” shall, with rexpect, to each such sales slip involving a Charge Card issued by Bank, inciude



2.08. Seng-Beverly Act Claims. In addition to those rights apecified in Section 2.85 above, Bank shatll have the right to collert from
Participant or charge back to Participant’s Account the fall amoant of any of Participant’s sales stips or portions thereol which are readered
uncollectible from the Charge Caré holder, either directly ur indivectly pursuant to the provisions of () the Song-Beverly Credit Cand Act of
1971, s the sume may be from time Lo time amended, or (b) any other Federal or State siatute or regulation, now or hereafter enacted or

muigated, which yives or purperts to give & Chasge Card heider the right to sssert againgt Bank or any other issuing member a claim or
efense () of u purchaser arising out of the sale of gvods o service pursusnt to the Uharge Card or (i) arising out of any act of commission or
mniaai: -g- Purticipant in connection Lhemr:w;:h. Fart anall not sl u : hich hae

301 Solicitgtion ur Acteplance o nt. Seipant not sohictt or secept s, ment of weecint of any siled slip which has been
delivered to Bank and which has not Breen returned to Purticipant. v

3.02. Sules Authorization Calls. Sales suthorization calls may be made duritig sach hours as are estublished by the Assorition.

3.03. Selection of Member Bank. Tn the event Participant has entered into an agreement with one: or more other members upon the same
general subject matter as this Agreement, Participent shall have the right to select the member through which Participant will process each
MASTER CHARGE Card trarsaction; provided, however, that no forme supplied by Bank hersunder shall be used by Puarticipant in

‘procesaing 3« MASTER CHARGE Card trananction with any other member.

3.04. Notices. Any notice required or permitted to be given may be in writing by d iting such nolice in the United States mail,
pontage reﬁidmdi!tnsmk.nddmmdwmebnmhdl!mwhen articipant's Account is located, and if to Participant, addressed as
mdicmmlt?; o:,he Participent's signature to this Agreement, ar to such other place or places as either party hereto shall desipnate by written
netice to |

3.05. Amendments. This Agreement may be amended only by an instrument in writing executed by Participant und Bank; provided,
however, should Bank the Associstion, or efther of them, at any time and in their sole judgment, determine that amendments tn the Rules
necesgitate the making of sn amendment or amendments to this Agreement, Bank and the Association, or either of them, may so amend thia
Agreement by giving written notice by Mail to Participant sefting forth the terms of said amendment or amendments. Any such emendment
shal} become ten (10} e daye [sllowing the date of said notice or such later time a8 may be designated by Bank or the
A :;:mri"Jllili 's‘m This Agree be terminated by eith b im wrt tice the other;

. Termination: . ment may y either party hereto at any time upon written no iven to 1
provided, however, in the event that (3) Prrticipant shall uwmdimnﬁmnperathgthetypeo{bustmpgefmntheﬁmenf
execution of this Agreement or (b) all or substantially all of the assets of the Participant's businesa shall be pold, transferred or hypothecated or
tc) there shall be & substsntisl snd material change in the form, mansgement, operstions ot ownership of Participant's businesa, then thia
Agreement shall immediately terminate without further notice &1 of the date of such event of discontinuance, sale or change; provided further,
however, that notwithstanding any such termination, this Agreemant shall remain In full foree and effect with respect to any sales slin which ia
maﬂydeﬁveredtnhﬁbyhrﬁcimtuﬂmmmmﬁﬁgmmmnmkmmingcndnthwonm of Participant to
mpke sales xa specified in this Agresment and to use ad aplays, seles alips, credit memorands znd other jtema and materials
developed for use in the MASTER CHARGE Card System under this shall cense tpon termination of this Agreement.

3.07. S::;uaqn and Assigns. Except as provided in Section 3.06 above, this Agresment shall be binding upon the parties bereto, their
successors ind gasigns. :

IN WITNESS WHEREOF, the parties haretc have exseuted this Agreement on this day of N | TN
WELLS FARGO BANK, NATIONAL ASSQCIATION : ’ -
By By
Tide N Title
Address . Address
Call-in-Cods No. i
DDA No.

MC-1 T ' ) Floor Limit



