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FEDERAL RESERVE COMMENTARY ON 12 CFR 226.12(b)(2)(iii)  
 

Supplement I to Part 226--Official Staff Interpretations 
 
* * * *  
  Paragraph 12(b)(2)(iii). 
  1. Means of identifying cardholder or user.  To fulfill the condition set forth in §  226.12(b)(2)(iii), the 
issuer must provide some method whereby the cardholder or the authorized user can be identified.  This could 
include, for example, signature, photograph, or fingerprint on the card, or electronic or mechanical 
confirmation. 
 2. Identification by magnetic strip.  Unless a magnetic strip (or similar device not readable without 
physical aids) must be used in conjunction with a secret code or the like, it would not constitute sufficient 
means of identification.  Sufficient identification also does not exist if a "pool" or group card, issued to a 
corporation and signed by a corporate agent who will not be a user of the card, is intended to be used by 
another employee for whom no means of identification is provided. 
 3. Transactions not involving card.  The cardholder may not be held liable under §  226.12(b) when the 
card itself (or some other sufficient means of identification of the cardholder) is not presented.  Since the 
issuer has not provided a means to identify the user under these circumstances, the issuer has not fulfilled one 
of the conditions for imposing liability.  For example, when merchandise is ordered by telephone by a person 
without authority to do so, using a credit card account number or other number only (which may be widely 
available), no liability may be imposed on the cardholder. 
 
 


