SELF-DISCIPLINARY RULES FOR CREDIT CARD BUSINESS

(the "Rules")
Approved and Acknowledged by

the Ministry of Finance ("MOF")

on April 13, 2001
Preface:
The Credit card business involves five major parties (brand owners, such as Visa, MasterCard, JCB, AMEX, Diners, NCCC, etc.), issuers, acquirers, merchants and cardholders).   [Credit cards are] an international product, and Credit Card transactions include local and foreign transactions.  In order to establish market order, to integrate the local market with the international market, to effectively protect the interests of consumers and to make up for the insufficiency of laws, regulations and agreement provisions, after consulting with, and taking into account the opinions of all parties concerned the Credit Card Business Committee of Bankers Association (the "Association") hereby establishes the Rule [for all members] to be bound by.



These Rules shall become effective after approval of a Credit Card Business committee meeting or joint meeting, report to a board of directors meeting of the Association and approval and acknowledgment from the MOF.  The same procedure shall apply when these Rules are amended.

CHAPTER I CARD ISSUING BUSINESS
I. Promotion/Marketing.
1. To reduce disputes, in a gift promotion, a card issuer shall specify the conditions for such gift giving (for example, such gift will be given at the time of [card] application, approval or issuance) and the date of delivery, etc.  Gifts which have been delivered may not be retrieved.
2. Prior to retaining a card business representative [i.e. card sales agent], a card issuer shall check in advance whether such person has a record of misbehavior in the industry.  After taking action against a misbehaving card sales agent, a card issuer shall report same to other card issuers for reference.
3. Before a card sales agent starts promoting cards, a card issuer shall provide training courses which courses shall include an introduction to relevant laws and regulations.
4. When a card sales agent promotes cards, such representative shall pay attention to his/her dress and looks and wear a name badge, which shall bear the name of the card issuer.
5. A card issuer shall not intentionally damage or destroy a Take-One stand(s) and/or advertising materials of other card issuers, or send blank application forms back to the relevant issuer for purposes of disturbing card issuers.

6. In the course of promoting a card, a card issuer shall not attack or defame other card issuers.

7. A card issuer shall ensure that its advertisements are true and disclose to consumers their obligations to pay fees and taxes and other matters.
II. Credit Review.

1. A card issuer shall check with the Joint Credit Information Center ("JCIC") database when conducting a credit checking.  In the event that the applicant has a compulsory card suspension record, a card issuer shall, when necessary to check the applicant’s credit, confirm same with the institution which submitted the suspension record.  Such record shall not be used as the sole basis for approving or denying on application.

2. In the event that a card issuer refuses a card application based on a mandatory card cancellation record submitted by another issuer, such card issuer may not disclose the reason for rejection [of such card application].  If necessary, the applicant may directly apply to JCIC for a personal credit report for himself/herself.
3. In the event that a card issuer discovers in any credit investigation process or from the report of a victim(s) that someone has assumed another’s name to apply for a card(s), the card issuer shall, whether or not any losses have occurred, report same to JCIC within three days for files and monitoring so as to avoid any further damages.
4. A card issuer shall strictly implement the Bureau of Monetary Affairs ("BOMA") requirements of reporting basic credit information and credit lines to the JCIC.

5. When conducting a credit-checking, if the applicant applies in person, a card issuer shall carefully verify the original Identification Card of the applicant.  If the applicant applies by mail or fax, a card issuer shall adopt the alternative checking procedures set out in the Association's letter to card issuers, dated November 2, 2000 (Ref. No. Chuen-Shin-Tzu-No 1643) ("Procedures") (which has been approved by the Ministry of Finance) to confirm the identification of the applicant in order to prevent use of false identification.  If false identification is used due to the card issuer's failure to carefully handle credit checking procedures, the card issuer shall be responsible for the damages arising from such use of false identification.
III. Card Issuing.

1. When issuing a card to a person under twenty years of age, a card issuer shall obtain the consent of such person's statutory representative and provide required explanations/disclosures for the use of the credit card in writing.  Such application may be accepted only after the applicant and the statutory representative understand the above explanations/disclosures and sign the explanation/disclosure document.
2. The statutory representative or the parent of a cardholder who is under twenty years of age shall be entitled, by written notice to the card issuer, to review monthly statements on such cardholder's card account and to terminate any agreement.
3. When issuing student cards (i.e. when the applicant inserted “student” in the column of profession cannot provide proof of independent economic resources, such as salary documents or bank deposits), the card issuer shall notify the applicant’s parents in writing with regard to the card issuance and ask them to be aware of the cardholder’s use of the card.
4. In order to avoid cardholders (including student cardholders) from over-expending their consumption, card issuers shall carefully review an application from an applicant who holds cards issued by more than three card issuers.

5. The level of consumer protection reflected in a card issuer’s standard agreement shall not be less than the standard reflected in the model agreement issued by the competent authority.

6. In the event that a card issuer intends to increase the cardholder's credit line, it shall, if there is a guarantee, obtain the guarantor’s written consent thereto.
7. In the event that a card issuer accepts cardholder's application to increase his/her credit line, the card issuer shall request the cardholder to apply personally and follow identification confirmation procedures.

8. In providing cash advance services, a card issuer shall comply with the following:

(1) a cardholder may request the card issuer not to mail a letter advising the pin for cash advances and to freeze the credit line for cash advances;

(2) a card issuer shall obtain the cardholder's consent in advance before increasing the credit line of the cardholder;

(3) if cash is advanced prior to registration of theft, loss or robbery of the card, and such is not an intentional act for which the cardholder is responsible, the cardholder's responsibility shall be limited to the "previous credit line".  "Previous credit line" means the fixed credit line or the adjusted credit line established by phone call with the cardholder and shall not include any credit line adjustment based on a telephone call with a person using false identification or any credit line increase by the card issuer without the cardholder's consent;

(4) the credit line for cash advances shall be agreed by the card issuer and the cardholder.  However, such credit line shall not exceed the overall credit line for such card and shall be governed by the ATM service provider's rules regarding maximum withdrawal amount per day; and

(5) in providing telephone cash advance services to cardholders, a card issuer shall, in addition to procedures for identification checking and pin input, only remit cash advances to the account of the cardholder.
IV. Billings.
1. If there is a pending billing dispute, the card issuer may not post the relevant card account with JCIC as a "bad account".
2. If there is billing dispute, the card issuer shall report to the cardholder on the situation within 14 days after receiving the dispute claim. During the above-mentioned period, interest on the amount in dispute shall not be calculated. However, the card issuer may charge back the interest accrued on the amount during the above-mentioned

period if it is ultimately determined that the  disputed amount is the card-holder's responsibility.
3. Card issuers should clearly set out in the relevant agreement the method of classification of card bills (e.g. by I.D., by account, or by card).

4. A card issuer shall not mandate any third party other than a bank as collection agent for card billings.

5. A card issuer shall establish a proper system for handling overdue payments, debts under collection and bad debts consistent with the nature of the credit card business and the principal that overdue payments should be converted to bad debts as soon as possible.

V. Customer Services.
1. Card issuers should clearly identify all possible fees [to be charged to/or incurred by cardholders] and the method of calculation thereof in the application form, the cardholder manual or other relevant documents, and explain complicated fees such as revolving interest and penalties by using drawings and examples.
2. Card issuers should establish special telephone lines to be used for customers’ complaints or customers services telephone line, and publish the number thereof in relevant publications and/or on a website.
3. In addition to the brochures for general cardholders, Card issuers should further deliver the specific brochures or written instructions to student cardholders, clearly advising how to use their credit cards, and how to avoid credit records being affected due to overuse of credit, and the possible results thereof.
4. If the cause for which a customer's credit card is compulsorily suspended or the information reported is incorrect, the relevant card issuer should immediately notify the relevant credit bureau to correct [the record of such customer] so as to avoid other institutions making a wrong decision based on such inaccurate credit information.
5. In reporting/transmitting a cardholder's information to JCIC, card issuers should set out the cause of suspension [of such customer's credit card] in detail so that other institutions may make a reasonable decision based on such information.

6. A card issuer shall make best efforts to inform consumers of special means of signing sales slips in certain circumstances.

7. The revolving interest rate for credit cards should be stated as an annual interest rate and posted at the business location of the issuer.

8. The monthly statement shall fully disclose the date of sale, the type of card, the area and countries where the sales occurred, the amount, the currency and the conversion rate into NT Dollars, and explain the calculation method used for any fees required to be paid by the cardholder.
VI. Risk Controls.

1. In the event that a card issuer discovers a suspicious transaction, it shall immediately so notify other card issuers so as to prevent misuse or malicious use and maintain the common interests of card issuers.

2. Card issuers shall cooperate with the acquirer’s written requests to provide necessary materials for investigation with respect to a cardholder’s willful fraud.
3. Card issuers shall implement security procedures when sending cards to customer by mail in accordance with the customer’s request.  Such security procedures may be removed and the card activated only after receiving the customer’s notification and identifying the customer's status.

4. Card issuers shall automatically inform the police and the prosecutor when discovering credit card misuse.

VII. Collection.
1. In collecting credit card bills, internally or through outsourcing, card issuers may not take any action, which infringes the public interest or causes injury to another person/entity; [card issuers] shall also establish claim procedures to handle collection disputes in order to protect customers' rights.
2. Before posting a customer's credit card account with the JCIC as a "bad account", card issuers should advise such customer of the reason therefor and the potential subsequent impact thereof, and give the cardholder an opportunity to raise objections thereto.
3. In reporting a compulsory card suspension, card issuers must be very cautious so as to avoid mistakes.

CHAPTER II ACQUISITION BUSINESS
I. Promotion.

1. Before signing up any merchant, its franchises or associates, acquirers must visit the business place of such entities.  Acquirers should visit and check the business place of suspicious merchants from time to time.
2. Acquirers should strictly prohibit their merchants from charging [cardholders] any additional handling fee.  If any merchant is found to do so, such merchant should be punished or stopped from conducting transactions by credit card.
3. To maintain and develop a sound acquisition market, acquirers are prohibited from predatory price competition.
II. Credit Investigation.

1. In order to fully disclose information on merchants to other acquirers, acquirers should strictly comply with JCIC's requirements to report a list of current merchants and a list of terminated merchants.
2. Before signing up any merchant, acquirers should conduct a credit check through JCIC of the file of risky merchants, and should not sign up any merchant which has been reported as a risky merchant.
3. Acquirers should strengthen credit review and monitor merchant’s creditworthiness.
III. Signing.

The agreement between an acquirer and a merchant should include the following:

1. The acquirer may require the cashier of the merchant to receive necessary training; the merchant shall not allow a cashier without training to handle any affairs related to credit card transactions.
2. In case of any change of the cashier, the merchant shall give the new cashier necessary training, or notify the acquirer to provide relevant assistance.

3. The merchant shall not pass on card handling fees payable by the merchant to the cardholder.

4. The merchant shall comply with the agreement to check the cardholder’s identification and review the cardholder’s signature on the sales slip so as the confirm that the user is the cardholder and the signature matches the signature on the back of the credit card.  The merchant shall also pay attention to whether there is any abnormal use of the card.

5. Acquirers shall strictly bind the merchant not to split a purchase into several sales slips in order to avoid acquirers' verification of cardholder’s (CALL BANK) transaction instructions.

6. In accepting the credit card and signing the sale slip, acquirers shall require that the cashier sign on the sales slip when the merchant's categorization code (MCC DODE) is 4812 or 5944.
IV. Services and Management.

1. In order to prevent credit card crimes, acquirers shall, periodically, provide merchants with necessary training and notification/explanation of applicable regulations.

2. Acquirers shall carefully check whether a merchant has violated the prohibition on passing on card handling fees to the cardholder.
V. Risk Controls.
1. Acquirers shall report any “bad”/”misbehaving” merchants to JCIC in accordance with the regulations the MOF.
2. Acquirers shall explain to merchants, using examples, how to identify fraudulent/skimmed cards.
3. In investigating suspicious transactions, in addition to promptly completing an investigation, card issuers/acquirers should also comply with the relevant requirements of the Computer Processed Personal Data Protection Law.  In connection therewith, card issuers may request, by fax, any merchant to submit relevant documents related to a card transactions and request the relevant acquirer to provide information regarding the name, address, telephone number and the responsible person of such merchant.  Acquirers may not refuse such request by card issuers.  Acquirers shall also provide necessary investigation materials (e.g. monitoring video tape in the merchant's store) upon a card issuer's written request.
4. Card issuers and acquirers should appoint an officer to [become a member of] [participant in] the credit card risk control sub-committee, and comply with applicable regulations and rules so as to prevent credit card crimes.

5. With respect to cards seized by a merchant, the standard handling fee charged by the acquirer to the issuer shall be One Thousand NT Dollars (NT$1,000).

6. In order to encourage merchants to assist the acquirer in investigation of the use of skimmed cards, a merchant cooperating with the instructions of card issuers or acquirers by arresting the criminals or by calling the police, will, based on the number of skimmed cards found at the suspect’s place (blank cards excluded), be entitled to a Two Thousand NT Dollar (NT$2,000) award from each card issuer whose skimmed card numbers were found in addition to the One Thousand NT Dollar (NT$1,000) handling fee per card for seized cards which is to be paid by each card issuer.  In the event that the number of skimmed card is huge, the maximum award payable by each card issuer shall be Ten Thousand NT Dollar (NT$10,000).
VI. Cancellation.
1. The qualification of a merchant shall be immediately canceled if such merchant engages in inappropriate or illegal activities and appropriate legal actions shall be taken immediately.

CHAPTER III MISCELLANEOUS
I. JCIC shall update its credit database from time to time.
II. In commissioning a third party to handle the matters related to credit cards, card issuers must be very cautious to avoid customer's personal data or important information being disclosed to a fraudulent card group.
III. In commissioning a third party to collect credit card bills, card issuers should select a legal  enterprise as their agent.  In collecting credit card bills, no violence or threatening act may be done.
IV. In the event that a credit card business organization outsources to other organizations the conduct of its credit card verification business, such organization should pass the electronic commerce security checking provided by the credit card organization and obtain its certificate of approval. 
V. Card issuers and acquirers should take necessary actions and cooperate with the police and the prosecutor to prevent crimes.

VI. The Association shall have the right to become involved to an appropriate degree in cases where consumption disputes are improperly handled by credit card institutions.
VII. Card issuers and acquirers should strictly comply with applicable regulations and requirements related to credit cards as stipulated by the competent authority.

VIII. Any matters not provided for in these Rules, shall be governed by applicable laws and customs.
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