439 10/23/75

Memorandum T6-1

Study 30 - Creditorj’ Remedies (Use of Credit Cards in Attachkment and Executicn
Sales

The Commission has requested that the staff consider the question of
whether proposed provisions of the lav regarding prejudgment sttachment and
enforcement of jJjudgments 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 Civil 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 if the creditor
specifically authorized such sales to be made. The Sheriff's Manual which set
out the Sheriff's Asscciation's interpretation of pricr law stated as follows:

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

may not wish to damage his reputation in the community 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 Procedural Manuel, Edited and
Revised 1975-]

Discugsions 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 authoriged the levying officer
to allow credit card sales to g0 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 (E;E;L a restaurant or gas station
which has 2 high percentage of credit card sales), has been permitted to conduct
business hy sredlt cards and has tendered the money received from these sales
to the levying officers after recelving the cash from the credit card issuer.
However, these have been unigue informal agreements based on the officer or the
creditor's confidence in the promise by the debtor, and there have not been pro-
visions 1n elther prior or proposed lawv specifically permitting such procedure.

Under the attachment law,as originally recommended,the Commission Section
41868.360 provided that, to attach inventory of a going business if the defendant
consented, the levying officer placed a keeper in charge of the property for a
period not to exceed 10 days. The section further provided that:

Turing such pericd, the defendant may continue to operste 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 b¥ check or a credit card issued by a person other than the

defendant shall be deemed the equivalent of & cash payment. The levy-

ing officer shall incur no liabjility for accepting payment in the form
of a cash equivalent. [Code Civ. Proc. § 488.3€0.]

The Commission received a number of comments beth from levying officers and from
the practicing bar indicating that it would be necessary to establish & 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 such legislation would be acceptable. The Com-
migsion proposed to eliminate the provision allowing credit card sales pending

implementing 1legislation.
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Inclusion of & provision permitting the levying officer to accept or permit
credit card sales ralses a number of problems which 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 the levying officer and the resuliing 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 1571 (Exhibit I attached) and the new federal
legislation, P.L. 43-455 (Exhibit IT attached), make the right of the card issuer
(ELE;L 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 defemnses which
the cardholder retains is limited to certain fact situations [{1) 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 geood faith to obtain satisfaction
from the retaller; (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 1s 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 pericd after which a claim is eliminated. If
the retailler fails to satisfy the buyer's claim or goes out of business and the
buyer has not paid the ocutstanding 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 & 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 lssuer would bhe left bearing 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 ané difiicult ceses 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 Vthe levying officer shall incur
no liability for accepting payment in the form of a cash eguivalent." As a
practical matter, it would seem yuite cumbersome and also impractical to involve
the levylng 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 regqulring the creditor to purchase & fiduclary bond which would cover such a
situation. However, the lack of a precise period when such defenses would have
to be asserted against the issuer and the desirability of terminating liability
on such a bond makes this an impractical solution.

On the other hand, it would seem unfalr 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 seles: for less than $50.
Such sales are haslcally excluded from the Song=Beverly Act and the new federal
legislation. BSuch a provision would eliminate concern that the card issuer mlght
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 credltor. The provision
would also assist small companies such as restaurants and service gtations which
often do the bulk of their business through credit card sales for small amounts.
There are, hnowever, other objections to such leglslation which would mitigate

agalnst such a recommendation.



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

it should be pointed out that, although heretofore the generic term "sale by
eredit card" has been used to describe all credit card transactions, such sales
fall within several distinguilshable catepories. 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-
sions of the particular agreement between the merchant and the card lssuer as

well as between the card holder and the card issuer. In the case of bank credit
cards, the levying officer must deal with & particular bank irn order to obtain
collection. (See Exhibit IIT 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 bte 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 allew
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 merchandise
supplied to the merchant against credit card slips. Any statute allowing 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 his merchandise is under attachment that
the card ilssuer would wani to assert his right to set off against the credit card
slips.

It seems clear that even a provision which avoids the probtlems arising as
a result of current federal and state legislation regarding credit cards by dealing
only with sales under $50 would be complex and cumbersome to administer. Dif-
ferent riles would be needed for diifferent types of cards yet the legislation

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

nrobiem is raised by the fatt that each levying officer has Jjurisdiction to

require payment only within Lis own county. Many credit card issvers do not have
disbursal offices within each county. O ccurse, 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 special provisions

would alsc 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 administration.

Respectfully submitted,

Jo Anne Friedenthal
TLegal Counsel
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{4} The cardholder zives written nolice {0 the card issuer speci-
fying the retailer, dafe of purchase, smouni thereof, the goods or
srvice purchased, the nature of the cardholder's defense with respect
theretn, and those nets, if any, that the rardhoider has talken in af«
temipting to oshlaun satistaction from e retaiior
{h) The smoeant with regpect {0 which a defonse roay be assert.
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the amount outstarding, the vaviuen s and credits (o the cardholder’s
recount are decmed to have beepn apnis?, o the order indicated, to
tho payment of:

e order of thelr entry o the account.

{2} Finanoe ¢harpes in ovder of faciv endoy to the secount,
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1o Use by the cardholier of o oredit enrd, for purpases of this
section. shall nchude orly an anithors } Lse dm} shaltf be Seemed o
=ehude boths:

{1} Purchases vwish rash obtained through use of o credit card,

{27 Payment by check, whether or not sueh o pavment. restilis in
1 eredit extension to the cardholder by the card Izsuer ond whether

1 ot & credit eavd was used to induce ahe seller 1o acoept the check,

{dy Rizhis of the cardholder under 1his soetion oan b asserted
ity a5 a matter of defense to or set off aeuinst 2 cialm by the card
ssuer under its apresment with the cacdholder. The rights provided
ire exc‘u**w with yespect to card lsster rosponsibilily for acts or
wnlssions of & retailer; & card issoer shiadl not otherwise be subject to
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3 174756 onuinATIONS DMOUSHD BY LAW Div. 3

5

vel Maoblwitheiand

g any e peovition of section, witeire g
gard Issuer knows or © [

thi
" v oreascn e kanow of wilhd or repeated un-
lawiul aots of @ retaller in connection with eedad) salos, the riphts
gpranted under thiz secfiop she!l ot be exclugive buk shall bo inaddl-
fign to ably other cenedics provided by aw,

{7}y Within 99 daye alter the elfection dode of this aet to euch
cardholder whose acenunt was attive on the effective date of this non,
and prior to the firgt use of the credit card {0 each pew cardholder
who i5 jssted a credit cavd alter the offective dete of this aet, fhe
card issusr shall send a wrikton oolies swhich cites thig act and de-
seribes the procedure i be followsd under subdiviston (8) of this sec-
tion.

(g} This section shall not apply to card issuers who operate retail
outlets where use of the crpdit card 15 liited exclusively 10 such re-
il outlets.

(Added by Ssis 1071, o, 1009, 1. 1068, § 10
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Memorandum 7&=1
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{94rd Cong. H.R. 11221.]

Bub, l.aw 93.465 - 1b - COctober 28, 1974

58 STAT. 1518
16T Use of cash discounts
15 USC 16661 “{aj With respect to eredit card which sy be used for extensions

of cradit in sales transwctions in which the seller ts a person other than
the card issuer, the card isswer may nat, by contract or otherwise,
proiiibit any such slier from effering » discount to a eardhelbdor to
clace the cardholder to pay hy cash, cherk, er shublar means rather
Ehan w n credit card.

“{h) Witk respect to any sales trensaction, any discount not in excrs-
of & per centum offered by the seller for the purpose of induecing pay-
ment by cash, check, or viber means not involvipg the nse of a credit
card shall not constitute s finance charge as determined under section
168, if such discount is offered to all prospective buyers and its aveil-
ahility is disclosed to all prospective Eﬂ erd claarly and conspicnously
in secordance with ations of the {ku.rd.

- “§ 168 Prokibition of Lisin services
15 uS; 1686g, “Notwithstanding any sgreement to the contrary, a card issuer may
ot reqeire o seller, s & enmditiun to participating In a credit card plsn,
to open an accaunt with or procure any other service from the card
iaster or ita subsidiary or agent.
*§ 165. Prohibition of offsels
18 158 15680, “: &) A card issuer may nof teke any action to offset a cardholder’s
ind as8 ATiSIng in vonnection with a consunier credit transaction
under the relevant credit card plan aguinst funds of the cardholder
held on deposit with the card igsuer unless—
"; 1) Fach setioh wes previously authorized in writjr:fl by the
lder in aocordance with s credit pian whereby the card-
holder agrees geriodicai[y to dllny debts incurred in his open end
credit sceount by parmitting the card izsuer f:erimiically to deduct
sll ;r & pertion of such debt from the cardho
an

“¢2) such action with respect to any outstanding disputed
mmmha taken by the card issver upon request of the card-
In the case of any eredit card socount in existence on the effective date
of this section, the previcus written autlicrization referred to in elawse
{ 1} shali not be required until thie date {after such effective date) when
such secount ie renewad, but in no case Isfer than ohe year wfter sych
effective date. Such written authorization shall be deemed to exist i
the card isever has previously netified the cardholder that the use of
his credit card mocount will subject any funds which the card issuer
holds in deposit accounte of such cardbolder to offset against any
amonts due snd payshis on his credit card acconnt whicﬁ have not -
been paid in sccordance with the terms of the sagreement between the
rard 1suer and the cardhaolder.

“{4) This section does not alter or aflect the right under State law
of 8 card issuer to attach or otherwise levy upon funds of u cardhalder
hald on deponit with the cerd ismier if thiat remedy is constitutions]ly
available to creditors grnerally.

“3370. Rights of credit eard customers

15 USC 16661, “(a) Subject Lo the limitation contained i subscetion (b}, a card
issuer who hae imsued & credit card to & cardholder pursuant o an
open end consumer credit pian shall be gubject to all elaims (other
thau tort claims) and defenses arising out of any transaction in which
the eredit card is used az a method of payment or extension of credit
if {1) the obligor has made « good faith attemp te obtain satisfactory
rasolution of a disagresmeni or problem relative to the transaction
from the persor henoring the credit card; (2) the amount of the initiat

dei's deposit nevonnt,
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QOctober 28, 1974 “ 17 - Pub. Law $3-495

transaction exceeds §50; and {3} the place where the initial tewnsaction
ocrurred wes in the same State as the mailing address previcusly pro-
vided by the cerdhelder or wus within 100 miles from such ldy
carept Lhut the fimitations set forth in clawses {2) snd (3} with
respect to an ohligor's right Lo sssert claims and defenses againat »
vand issuer shail not be appliceble to uny transaction in which the
person honozing the credit eard (A} is the same parson as the eard
issuer, {B) is controlled by the card issuer, {(}) 33 under direct or
inilirect common control with the card ieeger, (D) is o f i
dealer in the cerd issuer’s products or services, or (E) has obtained
the order for such trensaction through a mait solicitation made by or
participatod in by the card issuer in which the cardhiolder i solicited
to cnter into suck tronsaction hy using the credit eard issued by the
cared issuer,

“{lr} The amoant of tJaims or defanses ssserted by the cardholder
may 1ot excesd the amount of credit aum.n.ndinﬁi reapect to euch
transection at the time the cardholder first notiflies the card issuer or
the person honoring the credit card of such elaim or defense. For the
purpose of determining the amount of eredit oul ing in the
preceding sontence, paymenits and cradits to the sardhoider’s sacount
are deemed to huve been uﬁpl teet, in the order indicsted, to the paymext
of: (1} late charges in the order of their eniry to the seoount; (%)
fimanee chatges in order of rheir entry (o the account ; and (3) debits
tu the account other than those set forth above, in the order in which
each debit entry {o the nccount was made,

“§ 171, Relation tu State laws

“{a) This chapter does not annul, siter, or affoct, or exempt Any
person subjeet ta the provisions of this cha;;;:er from complying with,
the laws of any State with respect to credit billing practices, rxespt. to
the «xtent that thoss lawsz are inconsis{ent with any provision of Jhis
chapter, and then only to the extent of (he inconsistency. The Board is
autllmrized to determine whether such incongistencies exigt. The Board
may not defermine that any Staie law is ipvonsistent with sny pro-
vision of this chapter if the Honrd determines that anch law gives
grenter protection to the comsumer,

“(h} The Board shall by regujation exempt from the requirements
of this chapter any ofasd of eredit transactions within any Siate if it
detormines that ander the Taw of that State that cless of fransartions
i suhjeet to requiresents snbstantially similer to thoss imposed under
this elinpter or thet suel law gives greater protection to the congamer,
and lml there s adequate provision for enforesment.”

§an7. Conforming amendments
ta) ‘Fhe table of chapters of the Truth in Lending Act i3 anended
by webdinyg ioanwliately under Hem 3 the following
ACREDT BICEIMA . . st e e 3BT
b} Seetion 121(d) of such Acl (15 118, 1810(d)} ie amended by
At Krag onl “snd UWP and inserting be lieg thereof 8 comma and the
foor nowritige s 1A, anad 166,
3 Heetion [21{a) of such Act {15 UL8.C. 1631 (n)) is amended—
(8} by striking ont “and upon whom a finance charge s or may
Yo impred™ s and
{2; by inserting “or chapter 47 immediately after “this
chiagm e
tedd Section 121(h) of suele Aee (10 TR 1631 (b)) i amensled by
avserting “orchapter 4% immediatel y afier “this chapter”,
fv- Section 12%(a) aof sich Aet (15 17.8.C, 16320a) } is amended by
inserting “or chapter 4™ immedintely sfter “this chapter™

B8 STAT. 151G

15 Use 16664,
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FXRIBIT IIX
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11S FARGO BANK |8

T TR BRI W el R TION

master charge participation agreement

THIS AGREEMENT, entered ints the day ond year Lelow writien by and between WELLS FARGO BANK, NATIONAL
ASSOCIATION, {("Hank") und the undersigned {“Pardicipant”}, 7

WITNESSETH:

WHEREAS, Weotern Stales Baskowrd Josoniation (the " ") and ita membeve {inchuling Bandt) have a multiple.
mmmmcm-mmnm i bave besonie afBlieted with INTERHANK Card Assscietion
{“INTER T mnd Membeii of both Assecisthon ind K und othar spsocistions affilsted with INTERBANK (as “isming
menmbers") havy isgued.(or will lsaus) charge exrds Carda™) 1o thair custemers (“cardhoiders™y; and

WHEREAS, Partivipant wishes to participsts in the TER CHARGE: Card System upon the terms xnd sonditions set forth in this

Agreement, . )

NOW, THEREFORE, IT I8 KERERBY AGREED by end batwear Lthe partion hareto ae follows:

??fiﬂ' Righs a#ma%%m n;hlyue:hib& ldvoﬁhk;dhphﬁ pplied by Bank so that the public will know that Charge

H1. Advertuing. Lo} & By | =0 paiblic w
Mwmumm.thumt’:mrmmw & shall utilize such other sdvertieing or promotions] materials that
ientify Bank, the Association or INTE K or maks vae of the MASTER CHARGE trademark ss shall be approved by Bank. in no case
MPmmt&mmmbnﬁMﬁdmmm“owmbGthm:mu ta be visible froen outeide Participant's
Pace of business or advertise aw fmmoh‘hﬁhad mmﬂandMyordvthmhtmam ¥ 1o
:umneﬂmonlyﬁmrdnsamﬁbygmkw be honoied by Parti t. This provision is not intended as & restriction upen Partidpant’s right
to sdivertisze metérials rel to other charge carde. .

1.02. Homoring Charge Cords. Part wiij honer C Carde e by wny issuing member of by sny member of s group afflisted
u&m thga Assoriation and its MASTER CHARGE Card System. proviian in ot intended s & restriction Gpan Participant's right te honor
ainer ¢ ] c&nis
1.03. Ig:mp!éance with Law. Participant shadl comply with all applicable Federsl and State laws inciuding, without limitation, the Federal
Consumer Credit Pratection &et and the-Song-Beverly Credit Card Act of 1971, as the same may be from time 1o time smenied, and any rules
and regulations promulgated thereunder,

LB e uf Sales Stip. Each Charge Card sele made by Iaﬁiﬁ';mt will be evidenced by a sales ghip drawe by Participant in arcordance
with ]paragraphs 1.05, 106 awd 1.07 hereof on o form furnizhe? 2o Participant by Bark or approved by the Association. Sales slips shall be
completed only with respeet tg t:ma ficle Lransactions. of : o7 hereof ¢ ' - a
1.06. Charge Caord Sale. Subject to the provisioog raphe 106 and 1. , m effecting & Charge Card sale Participant will:

(&) effect oo sxbes (i) through the nae of 8 Charge mthu in not yet effective (if an effective date thereon} or has expired; fii}
through the use of @ Charge Card which Particiont in odvised st the Hime of the charge authorization isguiry is not to be honored; (i)
through the use of s G Card or counterfeit csrd listed on the mos recant warning notice {iasued by the Associntion) or reatrictedenrd
lint (lsaued by INTERRBANK) furtisked o Participsnt; or (iv) notwithstanding eubparagraph fc) (1) of this paragraph 1.06, thrdugh the
use of o Charge Card when the goods to be sold wro of & ; i in or effixed {c a vehicle st the time of sale unless said

e e T N —
# no transsction when oaly & aferntion diee iapei use of & [ 1 () w
the remaindsr is padd by the purchases ok the tline o olther in canh or by check; or (i) 3 plwl.wemm

may sliow 8 customer Lo sign two separate sales stips in & deleyed deilvary sals, which i & sale tn which & deposit is tendered by cash or
somplation of  saies slip {to be lshelod “deposit™) knd payment of the bulance is tandered by completion of a second sxlens (hhhhlle‘g
“balsnce"). The Iattor sales sHp shall he completed concurrently with delivery of the contracted for goods or performante of the contracted
for services. Completion of each such sales slip eball conutilute a separste transaction with each having « zero floor limit and requiring
separate authorizsation. For ses of computing the titne allowsble under peragraph .09 hereof for delivery of such sales siips, the date
of the respective n shall be deemed the transaction date; . )

() mwlude all itama of gowda o sarviees purchased #2 4 single transaction in the total amount on & single sales alip which shall be -
compisted by filiing in the sppropriate spaces on: the slip (ineluding (i} & brief description of the gouds or services sald in sufficient detail to
identify the transaction and in comptisnce with all applicakle Isws xnd regulstions, (1) e trotor vehicle [icense number and state (or other
Jurisdiction) of issue if the tranesction cocurw at a ghesbne Riling station, provided that if ne moeter vehinle is E-eamt the worde “no exr”
shall be enterad, and (i) the date the sales slip is compieted), by imprinting the salen slip with the embosaed legend on the Cme Card
:ﬁ_ﬂn trﬁm}um;h imprintar plate {or typing or printing nuch information if an imprinter plate is not in une) and by requiring the holder

sign sales R . .

{d) if the totl 1:ml;u.ll'ii. of the sale, inchading spplicable taxes, if any, i in excess of the then current and applicabie foor limit (a8 to
which Participant shall be savised from time te tune In writing by Bank) or if there is & zere foor limit applicable to the transaction,
eomrpunicate with the Assscintion or ita designated agent and obtain sutherization for such tola} amount end write the authorization
number on the sales aliy, ) ) '



te) complete the ;ﬁﬁmﬁm anly £} if the pigratore on the sales sip appears to be the sdire g the o > writte sty
Euanel o E_‘!}sﬁrg& Card, which wiwiture sl £ jo e save Sazmam:‘)‘m st Ua:»e:aui rr ga:hf: i:f;,?; Lii;;:r?dt:;eﬂg:gg B{]ﬁ :i::
stomer resembles ihe permon depmd?m &y identificetion picture thai sppears on the Chapge Card, (0 if the identity of the customer
w to conform to sny other means of identification that is piRced un the Charie Cord, and (74) f the Charge Card appears to have been
;rn ty issued :.Irvj L be mmm_uy wakid, ot being anderstood that, exvept ar provided In paragraph 205, Papticipant shail incur no lisbility
" resﬁcdttu zalea siipa because of forged oF unauthorived signatures or hecause the cards were coutiterfeit cards, provited Prrticipant has
errFT ; reazgnable diligenes in demmmzng to the besi, of hia sbility that the Charge Card was one sec or approved for use in the
;.he A.(S:h ER CC}:?dRGE‘M' System and is currontly vaiid and that the algnatyre on the stlea chip appesrs (o be the same as the signature an
bmmh:drge and is ' the same »rnagc 1s that embosged on, Lha Charyge Card and provided ke provisions in paragraph 1.05(8) are not
mmﬂ)%&fxf‘m favor of Bank il sales alipe it which ti> purcheser by the signing thercol does not become directly obligated to the

. &) deiver o the purchaser a tme copy «f the saiex sHp at the time of the seie (that is, when Participant has riormed all of hi
i:nﬂ;;m akob_hgatinm Lo the porchaser in connection with the transaction & & resiit of which the sgles akip iam;::zmt.edpje. o b
Car 5. S Wetkhau Charge Cond. If, st Partivipant'e opiics. the transastion wil be offected by & cardholder, without use of the Chargs
Card, dl;r;:l:lpini ahall } wiite sll irformatlon emboswed on the Charge Card on the sales alip, shail ohtain identification by & satisfactory
n;pen t meihod, shalf note such method on the sules slip and ahail ¥ with the provielons of paragraph 1.05 hereof, w:‘tﬁ the exception
gPlut e Charge Card imprinting requirement of eubp wagraph LOBE). In effecting & sale wider this pragraph or under paragraph LOT hereof
r u!;xpl.nt ehali be dc;emed o warrwsk that the purchaaer is & person authorized o use the Charge Card, that the name and weegunt number
:nﬁth N on the sales slip wre identicad to those emrmuaé an sk Charge Card, end that the prechaser is the person whose signature ja written
e signature panel on such Charge Crrd und fus Lo carse Barname 2 that emboksed on such Charge Curd. In (he evont of 3 bresch of said
rmmfog,mg?hﬂ hiwla“&ta? fxf & credit memurmsdgm within five (5 calondar diys after demand therefor and, where requested. a
Mlﬂéi; efd‘ unt of sucl s fpant ahall sbtain prior antharization from the Association or its deuignated sgent for the amount of
L7 phore (hdar, Mald Onder or Preawuthorized Grdar. M. st Participant’s option, 2 transaction wili be sffected by & teleph

i A + v i ohe ord
::l:uil p:ﬂemmll be based upon & written srder, purporiedly divected to Particivant by & eardholder in o0 vakice of&trans};'tion. it)o exa?ut: :
Cl.l':lstljim ednlfof\j.he cardholder (a preauthorized arder) and such order i by a paraon who claints be is suthorized to use the Charge

had, .E;oc urt\le‘amﬁp:ugnph 1,08 shall bofoihwadmgt that in the epace provided for the cardholder’s signature Participant shall s
amc:‘lr"t‘eof note that the order wes gwiephom (TO} or mail (80) or In & preauthorized order (PO, Participant shall be liable for the
autho:iu ﬁ;::y am:ge mm > 2 TO, WG or I":t? tht;t. » unmlﬁcﬂhlﬁ for any resson whatsoever. Participent shall obtain prior

from A . degignated agunt for the smount of sac sals effected under this paragraph i

other amounts ss t6 which Purticipant shall be sdvised from tima 1o time in writing. eh i excess of §50.30or auch

L08. Nondiecriminatony Policy, Mdpmtuhaﬂ:taﬂﬁmuwhﬂethkﬁmemtisineﬁeﬁmainﬂha iy that shali not diserimi-
oate againat mm&imwmdamcmeWWtMeMMgenﬁrewmaf,ogoshﬁxmntmmerc;mdi:e

OF pervices ed through such
g, Moo that Partiipant sl Rt present & sos thp 40 Barh Ul gh e 86 Portiapar han berB rortormasd o of
' . Y ' will rot 2 a alip aa t

hiy tioris to the purchaser in connection with the trananction io whick the sales alip was

principal obliga

1.10. Retrieval of Charge Cards. Participant wili uae his bext afforts to retrieve sach Charge Card and sach sounterfuit eard tisted on the
wuvrll;:fmﬁoeaorrenmctedcardlism(oroihermemofwtmin;mtrmybedwhed}fnrnkhadwhrﬁdpmt,ouhwﬁwhiehhrﬁdpmh
advi utheﬁmafnsahlﬁﬁhormﬁnningigyhmkmmmwaa&wdwmmwm“nmmvehmuﬁeﬁ.
P shall promptly survender to Bank, the Assoclstion or INTERBANK uthhgﬂudnrmmn‘eit card.

1.11, Use and Dehvery of Credit Memoranduns. Tn the eventthatnmﬁehm::imphd return or any adjustment with respeet
to a sale of goods or services is Mllowed by Partivipant, Participant shall mske oo cash refund @ ths enrdholder bat will prepare, exscute and
deliver to Bank promptly and in no event tater than seven (7) calendsr days from the date of such sdjustment ar return, & eredit memorandum
on & farm o be furni to Pxrticipant by Bank, Participant chall complete the eredit memorendum in the ncannar described in 1.06
or, st Perticipant’s option, in the manner described in peragraph 1.05 and shali deliver 1 copy of the credit memorsndurs to the er, In
either event Participant shall 5il in the date that e eopy of the cradit pemarandue s fumished to the cardholder and shall sign the credit

mematandurs. :
Section 2. Rights ang Ot igations of Bank, .

. 2.01. fmiprinters. Bank will furnish to Participant muitable iapriniers ad sn annual servics fee for each imprinter as from time te time may

- be agreed upon between Bank and Participant. Such fees shall be ron-refundable und shall be payable in advance by debit to a designated

demend deposit sccount maintained by Participani with Bank (“Participant’'s Account”s of the Sl smount thereof, All such ters shafl

remain the property of Bank and bé returned o Bank upon terinination of this Agreement in the same condition as when received,

reasonable wear s tenr excepted. )
2.02. Forms. At 4 reasonabie fee o be established by Bank, or at Bank's option without charge, Bank t-hall supply Participant with formy

for aales nlips. credit memoranda and deposit tickets to he used by Partitipant pursuant to this Agreement.
2.03. Crwdit for Sales Sltips. Upaon delivery of = sklen slip to Bank in acgordanee with 1.08 herecl, Bank will give Perticipant
eredit for the fate amount of snch slip Jess u divceunt of . % of suck:feee amownt. Such credit may, 82 Participaat's option, be given by

eredit to Purticipant’s Account. The amount of such discount may from time o time be chengad by Bauk upon thirty (30} daye written notice
given to Participant by Bank. Bank may refuse to give Partitipant inunadizte eredit for any ssken afip which doea not eonfore in every respect
to the requirements of paragraphs 1,04, 1,05, 1.06, 1.07 and 1.08 hereof,

2.4, Collection or Charge for Credit Memorandum. Upon delivery of 2 credii memorsndum to Bank unaccompanied by acash remittance -
therefor, Bank shall have the right to colleet from Purticipent or churge back to Participent's Account the amount evidenced by such credit
memorandunt, bess the apgic:khie portion of the diseount o in connection with the sates alip covering the original transaction.

2.05. Rejecied Slipa. ahall have the right to colject Participant or charge back to Participant’s Account the fuil amount of any
sales sfip {8} which i# llegible or which Eank is unablke to present to, or which is rejected by, or which is charged back to Bank pursyant to
apphicable Associntion Dperating Rules (“Rules”) by, the Associstion becuse of illegibllity, or (b) which tails to conform, oris charged back to
Bank pursuant to the Rules for failure w conform, to any of the provisions of Seetion 1 hereof, or (e} with respect to which there has been a
breach of the warranty set forth in paragraph 1.66 hereof or which iz churged hack to Bank parsuant to the Rules because of such breach, or (d)
which evidences, or iv charged back to Bank pursusnt to the Rules because it evidences, a trunapction or transsctions disputed by Lhe
cardhaider; vided, howeser, that Bank may colleet from Participant or charge back to Participant's Account, without regard to the
provigions of the Ruies, any zales alip that doea ot represent 3 bone fide transaction, reprasents & transaction completed in violation of
parsgraph 1.08 (a) {tv) hereof, or reprosents & transaction in which Particlpant or say employee or agent of Participant fraudulentiy acied in
eollustor with one prosenting & Charge Card. As used hergin the term “dispated” includes situatione in which the issutng member is ad vised in
writing by the registered Charge Card hoider (4) that he engeged in the transsetion hut for some specified resson requested a price adjustment
amd credit memarandum from Participant and was refused or {b) that die trunsaction evidenced thereby violated the law or is void or voidable
by operstion of law. Hank shall retun each such slip to Participant upon payment therefor in secordance with this parsgraph. Bank shall also
kave the right to collect from Par&c;if)mt or chergé tp Farticipant's Accpunt the amount by wiich the total on eredit memorathdum
submitied to Bank is lena than the shown on the vopy of the memorandur delivered to the purchaser &t the time of the adjustment. Each
Eeﬁ:nue in this paragraph to “tssuing member” shall, with respect to each such sales slip involving a Charge Card issued by Bank, inelude



2.06, Seng-Beverly Act Claims, In addition ko those rights apecified in Seciion 2.85 above, Bank shall have the right tn colleet from
Participant ot charge gach to Purticipant’s Aecount the full amouns of any of Participant’s sales slips or portivns thereof which are readered
upcollectible from the Charge Card holder, either directly ur indivectly purstiant to the provisions of (8) the Song-Beverly Credit Card Act of
1971, as the same may be from time (o time amended, or (b} any other Federal or State statate or regulation, now or hereafter enacted or

muigated, which wives or purparts to give & Chasge Card hoider the right to sssert againgt Benk or any other iasuing member a claim or
efense (1) of & purchaser ariving out of the sale of geods o servicen pursusnt to the Charge Card or (15 arising out of any act of commission or
amiasion «r Purticipant in connection therewith. .

3.0L. Solivitation ur Aceeplance of Payment. Parucipant shalt not solicht or seeepl shy Bayment on seeoint of any seles siip which has een
delivered to Bank and which has not been returned te Participant.

3.02. Seles Authorization Calls. Seles guthorization calls may be made during such hours as are established by the Axxorciation.

3.08. Selection of Member Bank. In the event Participant has entered into an agreement with one o more othet 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 transsciion; provided, however, that ne farms supplied by Bank hereunder shall be used by Participant in

‘provessing & MASTER CHARGE Card tranasction with any other member.

3.04. Notices. Any notice required of permitted to be given may begh‘en in writing by depesiting such nolice in the United States mail,
postage id and if to Bank, wddressed ts the branch office where Participant’s Aceount is located, and if to Participant, sddressed as
i Ll')‘: w Participant's signature to this Agresment, or to suzh other place or places a8 either party hereto shall designate by written
notice to the other.

3.05. Amendments. This Agreement may be amended only by an instrument in writing executad by Participant end Bank; provided,
however, should Bank zﬁthe&mhﬁm,oreithornfﬂwm. at mny time and in their sole judgment, determine that amendmeants to the Rules
necesditate the making of an amendment or amendments to this Agreement, Bank and the Association, or either of thers, may so amend thia
Agreement by giving written notice by Mail to Participant setting forth the terms of sxid amendment or amendments. Any such smendment
shal} become ten (10} B daye lollowing the date of said notice or such later time a8 may be designated by Bank or the
As:mrm“m ls‘mmm be tarminated by either party hereta at any tim written notce given Lo the other;

. Termination: . ment may y either ereto at any time upon written n ven Lo :
provided, however, in the event that {(3) Participant shall st any time discontinue operating the typeofbuahessenpgefmutheﬁmnf
execution of this Agreement or (b} all or substantiaily all of the assety of the Prrticipant’s buninesa shall be sold, transferred or hypothecated ar
(c} there shall be & substantisl and material change in the form, mapagement, operstions or ownership of Participant's business, then this
Agreement shall immediately terminate without further notice ss of the date of such event of discontinuance, sale or change; provided further,
however, that notwithstanding any such termination, this Agreement shall remain in full force and effect with respoct to any salea aiip which is
manydeﬁveredmmbyhrﬁcipmtmnﬂtht&hﬂdh?nrﬁd&lmmmﬂmkuundingcudhthwor.m of Participant to
make sales 2 specifted in this Agresment and to use a4 splaye, seles alips, credit memorands znd other itema and materials
developed for use in the MASTER CHARGE Card System under this shall cesse upon termination of this Agreement.

3.07. sﬁmmmﬁw. Except aa provided in Section 3.06 above, this Agresment shall be binding upon the parties bereto, their
successors and gasigns. :

IN WITNESRS WHEREGF, the parties hereto have executed this Agreement on this day of N | TN
WELLS FARGO BANK, NATIONAL ASSOCIATION ' ' "
By By
Tide ) Title
Addreas . Address
Call-in-Coda No. '
DDA No.

MC-1 BT ' ) Fioor Limit



