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(h) Tar year. For purposes of para-
graph (f) of this section, ‘‘tax year” has
the meaning attributed to it by the
IRS as set forth in IRS Publication 538,
which provides that a ‘‘tax year’ is an
annual accounting period for keeping
records and reporting income and ex-
penses.

[82 FR 54871, Nov. 17, 2017, as amended at 84
FR 27929, June 17, 2019]

Subpart B [Reserved]
Subpart C—Payments

§1041.7 Identification of unfair and
abusive practice.

It is an unfair and abusive practice
for a lender to make attempts to with-
draw payment from consumers’ ac-
counts in connection with a covered
loan after the lender’s second consecu-
tive attempts to withdraw payments
from the accounts from which the prior
attempts were made have failed due to
a lack of sufficient funds, unless the
lender obtains the consumers’ new and
specific authorization to make further
withdrawals from the accounts.

§1041.8 Prohibited payment transfer
attempts.

(a) Definitions. For purposes of this
section and §1041.9:

(1) Payment transfer means any lend-
er-initiated debit or withdrawal of
funds from a consumer’s account for
the purpose of collecting any amount
due or purported to be due in connec-
tion with a covered loan.

(i) Means of transfer. A debit or with-
drawal meeting the description in para-
graph (a)(1) of this section is a pay-
ment transfer regardless of the means
through which the lender initiates it,
including but not limited to a debit or
withdrawal initiated through any of
the following means:

(A) Electronic fund transfer, includ-
ing a preauthorized electronic fund
transfer as defined in Regulation E, 12
CFR 1005.2(k).

(B) Signature check, regardless of
whether the transaction is processed
through the check network or another
network, such as the automated clear-
ing house (ACH) network.

§1041.8

(C) Remotely created check as de-
fined in Regulation CC, 12 CFR
229.2(fff).

(D) Remotely created payment order
as defined in 16 CFR 310.2(cc).

(E) When the lender is also the ac-
count-holder, an account-holding insti-
tution’s transfer of funds from a con-
sumer’s account held at the same insti-
tution, other than such a transfer
meeting the description in paragraph
(a)(1)(ii) of this section.

(ii) Conditional exclusion for certain
transfers by account-holding institutions.
When the lender is also the account-
holder, an account-holding institu-
tion’s transfer of funds from a con-
sumer’s account held at the same insti-
tution is not a payment transfer if all
of the conditions in this paragraph
(a)(1)(ii) are met, notwithstanding that
the transfer otherwise meets the de-
scription in paragraph (a)(1) of this sec-
tion.

(A) The lender, pursuant to the terms
of the loan agreement or account
agreement, does not charge the con-
sumer any fee, other than a late fee
under the loan agreement, in the event
that the lender initiates a transfer of
funds from the consumer’s account in
connection with the covered loan for
an amount that the account lacks suf-
ficient funds to cover.

(B) The lender, pursuant to the terms
of the loan agreement or account
agreement, does not close the con-
sumer’s account in response to a nega-
tive balance that results from a trans-
fer of funds initiated in connection
with the covered loan.

(2) Single immediate payment transfer
at the consumer’s request means:

(i) A payment transfer initiated by a
one-time electronic fund transfer with-
in one business day after the lender ob-
tains the consumer’s authorization for
the one-time electronic fund transfer.

(ii) A payment transfer initiated by
means of processing the consumer’s
signature check through the check sys-
tem or through the ACH system within
one business day after the consumer
provides the check to the lender.

(b) Prohibition on initiating payment
transfers from a consumer’s account after
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