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Section 205.10(b) states that preauthorized transfers from a 
consumer’s account may only be authorized by the consumer 
in writing, signed or similarly authenticated by the consumer. 
Written authorizations include electronic authorizations 
(such as via a home banking system) which are similarly 
authenticated by the consumer as long as there are means to 
identify the consumer (such as a security code) and to make 
available a paper copy of the authorization (automatically 
or upon request). In all cases, the party that obtains the 
authorization from the consumer must provide a copy to the 
consumer.

Section 205.10(c) gives the consumer the right to stop 
payment of a preauthorized transfer from an account. The 
consumer must notify the institution orally or in writing at any 
time up to three business days before the scheduled date of the 
transfer. The institution may require written confirmation of 
an oral stop payment order to be made within 14 days of the 
consumer’s oral notification. However, the institution may only 
impose the written confirmation requirement if, at the time the 
consumer made the oral stop payment order, the institution 
informed the consumer that written confirmation is required 
and told the consumer the address to which the confirmation 
should be sent. If the consumer fails to provide the written 
confirmation, the oral stop payment order ceases to be binding 
after 14 days.

Section 205.10(d) deals with a preauthorized transfer from a 
consumer’s account that varies in amount from the previous 
transfer under the same authorization or the preauthorized 
amount. In the event such a transfer is scheduled to occur, 
the institution or designated payee must mail or deliver to 
the consumer a written notice, at least 10 days before the 
scheduled transfer date, containing the amount and scheduled 
date of the transfer. However, if the institution or the payee 
informs the consumer of the right to receive advance notice 
of varying transfers, the consumer may elect to receive notice 
only when the amount varies from the most recent transfer by 
more than an agreed upon amount or when it falls outside a 
specified range.

Section 205.10(e) prohibits the institution from conditioning 
an extension of credit on the condition of repayment by 
means of preauthorized EFT, except for credit extended under 
an overdraft credit plan or extended to maintain a specified 
minimum balance in the consumer’s account. The section 
also prohibits anyone from requiring the establishment of an 
account for receipt of EFTs with a particular institution either 
as a condition of employment or the receipt of a government 
benefit.

Procedures for Resolving Errors – §205.11
Section 205.11 sets forth the definition of “error”, the steps 
the consumer must take when alleging an error in order to 

receive the protection of the EFTA and Regulation E, and the 
procedures that an institution must follow to resolve an alleged 
error.

Section 205.11(a), defines the term “error” to mean:

•	 an unauthorized EFT;

•	 an incorrect EFT to or from the consumer’s account;

•	 the omission from a periodic statement of an EFT to 
or from the consumer’s account that should have been 
included;

•	 a computational or bookkeeping error made by the 
institution relating to an EFT;

•	 the consumer’s receipt of an incorrect amount of money 
from an electronic terminal;

•	 an EFT not identified in accordance with the requirements 
of Sections 205.9 or 205.10(a); or

•	 a consumer’s request for any documentation required by 
Sections 205.9 or 205.10(a), or for additional information 
or clarification concerning an EFT.

The term “error” does not include a routine inquiry about the 
balance in the consumer’s account or a request for duplicate 
copies of documentation or other information that is made 
only for tax or other record-keeping purposes.

A notice of error is an oral or written notice indicating why 
the consumer believes an error exists that is received by the 
institution not later than 60 days after a periodic statement or 
other documentation which first reflects the alleged error is 
provided. The notice of error must also enable the institution 
to identify the consumer’s name and account number, and, 
to the extent possible, the type, date and amount of the 
error. An institution may require a consumer to give written 
confirmation of an error within 10 business days of giving 
oral notice. The institution shall provide the address where 
confirmation must be sent. If written confirmation is not 
received, the institution must still comply with the error 
resolution procedures, but it need not provisionally credit the 
account if it takes longer than 10 business days to resolve the 
matter.

After receiving a notice of error, the institution is required to 
promptly investigate the alleged error and transmit the results 
to the consumer within 10 business days. As an alternative to 
this, the institution may take up 45 calendar days to complete 
its investigation provided it:

•	 provisionally credits the funds (including interest, where 
applicable) to the consumer’s account within the 10 
business-day period;

•	 advises the consumer within 2 business days of the 
provisional crediting; and
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•	 gives the consumer full use of the funds during the 
investigation.

An institution need not provisionally credit the account if:

•	 the consumer fails to provide the required written 
confirmation of an oral notice of an error; or

•	 the notice of error involves an account subject to the 
margin requirements or other aspects of Regulation T (12 
CFR 220).

If, after investigating the alleged error, the institution 
determines that an error has occurred, it shall promptly 
(within one business day after such determination) correct 
the error, including the crediting of interest (if applicable). 
The institution shall provide within three business days of 
the completed investigation an oral or written report of the 
correction to the consumer and, as applicable, notify the 
consumer that the provisional credit has been made final.

If the institution determines that no error occurred or that 
an error occurred in a different manner or amount from that 
described by the consumer, the institution must mail or deliver 
a written explanation of its findings within three business 
days after concluding its investigation. The explanation 
must include a notice of the consumer’s rights to request the 
documents upon which the institution relied in making its 
determination.

Upon debiting a provisionally credited amount, the institution 
shall notify the consumer of the date and amount of the debit, 
of the fact that the institution will honor (without charge) 
checks, drafts or similar paper instruments payable to third 
parties and preauthorized debits for five business days after 
transmittal of the notice. The institution need honor only items 
that it would have paid if the provisionally credited funds 
had not been debited. Upon request from the consumer, the 
institution must promptly mail or deliver to the consumer 
copies of documents upon which it relied in making its 
determination.

If a notice involves an error that occurred within 30 days after 
the first deposit to the account was made, the time periods are 
extended from 10 and 45 days, to 20 and 90 days, respectively.

If the notice of error involves a transaction that was not 
initiated in a state or resulted from a point-of-sale debit card 
transaction, the 45-day period is extended to 90 days.

Relation to State Law – §205.12
Section 205.12 sets forth the relationship between the 
EFTA and the Truth in Lending Act (TILA) with regard 
to the issuance of access devices, consumer liability, and 
investigation of errors. This section also provides standards 
for determination and procedures for applying for state 
exemptions.

The EFTA governs:

•	 the issuance of debit cards and other access devices with 
EFT capabilities;

•	 the addition of EFT features to credit cards; and

•	 the issuance of access devices whose only credit feature is 
a pre-existing agreement to extend credit to cover account 
overdrafts or to maintain a minimum account balance.

The TILA governs:

•	 the issuance of credit cards as defined in Regulation Z, 12 
CFR 226.2(a)(15);

•	 the addition of a credit feature to a debit card or other 
access device; and

•	 the issuance of dual debit/credit cards except for access 
devices whose only credit feature is a pre-existing 
agreement to cover account overdrafts or to maintain a 
minimum account balance.

The EFTA and Regulation E preempt inconsistent state 
laws, but only to the extent of the inconsistency. The Federal 
Reserve Board is given the authority to determine whether 
or not a state law is inconsistent. An institution, state, or 
other interested party may request the Board to make such a 
determination. A state law will not be deemed inconsistent 
if it is more protective of the consumer than the EFTA or 
Regulation E. Upon application, the Board has the authority 
to exempt any state from the requirements of the Act or 
the regulation for any class of EFTs within a state with the 
exception of the civil liability provision.

Administrative Enforcement – §205.13 and §917
Section 917 specifically directs the federal financial institution 
supervisory agencies to enforce compliance with the 
provisions of the EFTA.

Institutions are required to maintain evidence of compliance 
with the EFTA and Regulation E for a period of not less 
than two years. This period may be extended by the agency 
supervising the institution. It may also be extended if the 
institution is subject to an action filed under Sections 910, 
915 or 916(a) of the EFTA which generally apply to the 
institution’s liability under the EFTA and Regulation E. 
Persons subject to the EFTA who have actual notice that they 
are being investigated or subject to an enforcement proceeding 
must retain records until disposition of the proceeding. 
Records may be stored on microfiche, microfilm, magnetic 
tape, or in any other manner capable of accurately retaining 
and reproducing the information.

Services Offered by Provider Not Holding 
Consumer’s Account – §205.14
This section applies in limited situations where the institution 
provides EFT services and issues access devices, but does 


