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Section 1075 of the Dodd-Frank Act amends the Electronic Funds Transfer Act to:

require that the amount of any interchange transaction fee for a debit transaction be “reasonable •	
and proportional” to the cost incurred by the issuer with respect to the transaction, and directs the 
Board of Governors to prescribe regulations within nine months of the enactment of the legislation 
to establish standards for assessing whether such fees are “reasonable and proportional” to the 
cost incurred by the issuer;

eliminate exclusive arrangements between issuers and networks for electronic debit transactions; and•	

limit restrictions on merchant discounting and minimum or maximum dollar-amount thresholds as a •	
condition for acceptance of credit cards.

This summary provides an overview of the key provisions of Section 1075 of the Act.

Interchange Fees for Electronic Debit Transactions and Board of Governors Regulations

Section 1075 requires that any interchange fees that an issuer or payment card network receives or 
charges for an electronic debit transaction be “reasonable and proportional” to the actual costs incurred 
by the issuer. The Board of Governors is directed to enact final rules, within nine months of enactment 
of the legislation, to establish the standards for assessing whether an interchange fee is “reasonable 
and proportional.”1

The Act directs that, in connection with its duty to issue rules to establish the standard for assessing 
whether an interchange fee is “reasonable and proportional,” with the sole exception of certain fraud 
prevention costs, the Board of Governors may not consider any costs that are not specific or incremental 
to the authorization, clearance and settlement of electronic debit transactions when establishing rules. 
Accordingly, the legislation establishes incremental, or marginal, costs as the key cost reference point 
for the Board’s development of the “reasonable and proportional” interchange fee standard. In addition, 
the Act authorizes the Board of Governors to require that issuers and payment card networks provide it 
with such information as may be necessary to carry out its “reasonable and proportional” fee-standard 
rulemaking responsibilities, and requires that the Board of Governors publish summary information 
biannually concerning costs and interchange transaction fees for debit transactions.  

There are several exemptions to the Act’s “reasonable and proportional” price regulation provision. 
Specifically, small issuers, which are defined as issuers that, together with their affiliates, have assets 
of less than $10 billion, are exempted from the price regulation provisions. Similarly, the interchange fee 
price regulation provision of the Act also does not apply to government-administered payment programs 
and reloadable prepaid cards.

Limitations on Exclusivity Arrangements

The Act also directs the Board of Governors to issue regulations, within one year of enactment of the 
legislation, to require that all debit transactions be processed by at least two independent networks. 
Currently, payment networks and issuers may contract that debit transactions be enabled exclusively 

1See Act § 1075(a).
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on a single network; the regulations that the Act directs the Board of Governors to issue will prohibit 
such exclusive arrangements. In addition, those regulations will prohibit issuers and payment networks 
from inhibiting the merchant’s ability to direct the routing of debit transactions over any network enabled 
to process the transaction.

Limitations on Discounting Prohibitions

The Act also provides that payment card networks may not, directly or indirectly (including through any 
licensed member of the network), limit a merchant’s ability to provide discounts, or other in-kind incen-
tives, for payments by use of cash, checks, debit cards or credit cards. However, in the case of a discount 
or in-kind incentive for use of a debit or credit card, the differentiation may not be on the basis of the 
issuer or payment network. Payment card networks, therefore, may enact rules that would prohibit 
inter-network and intra-brand discounting, i.e., rules that would prohibit merchants from offering 
discounts as a means to incentivize use of a payment card offered by one network or issuer over the 
use of a card offered by another network or issuer.

In sum, the Act’s limitations on discounting prohibitions do not significantly alter the “anti-discrimination” 
or “no-discounting” rules that currently are common features of some payment card networks.

Minimums and Maximums

The Act also limits the ability of any payment card network or issuer to prohibit a merchant from condi-
tioning acceptance of credit cards on a minimum, or maximum, transaction value. Specifically, the Act 
allows merchants to set a minimum dollar value (not to exceed $10) as a condition for acceptance of 
credit cards, and federal agencies and institutions of higher education may set a maximum dollar value 
for acceptance of credit cards. Such minimums and maximums, however, may not differentiate be-
tween issuers or payment card networks.


