CREDIT REVERSAL

Chargeback rights explained

What are your rights when an online transaction goes wrong?

T

he worldwide pandemic, and associated
lockdown, have brought about many changes
in consumer behaviour. One of which is the surge
in online shopping.
As South African consumers adapt to the new
normal, where traditional ways of shopping are
largely discouraged in favour of online shopping (in
an effort to promote social distancing), the number
of card-not-present transactions (card transactions
that occur while the buyer and seller are not in the
same place) has increased exponentially.
The Ombudsman for Banking Services, Reana
Steyn, has advised that her office is receiving
disputes on a daily basis regarding these
transactions. “These types of transactions have
become an integral part of most South African
consumers’ method of transacting. In the event
of disputes with merchants regarding such
transactions, most consumers are completely
in the dark about their rights and obligations,”
Steyn advised.
She added that the OBS notes that the process
and rules relating to disputing online transactions
are often misunderstood. “This leads to further
frustration for consumers,” says Steyn.
She adds that an important part of the mandate
of the OBS is to proactively promote consumer

awareness of banking matters. The Ombudsman
has identified that there is a significant need
to raise awareness on what a chargeback is, the
purpose thereof, and the circumstances when
a chargeback can be raised.

Chargeback’s should only be filed by a cardholder
(consumer) in extreme situations and should not
be used as a first option when seeking a refund
from the merchant. The exception to this is
instances of fraudulent transactions.
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What is a chargeback?
Chargebacks are a consumer protection
mechanism. A chargeback is a reversal of a credit
or debit card transaction that is initiated by the
bank following the request by the cardholder
(consumer).
Upon receipt of a chargeback request from the
cardholder, the cardholder’s bank will investigate
the matter. If it is established that the cardholder’s
request is valid, the funds of the transaction will be
debited from the merchant’s account and returned
to the cardholder.

“

“
“

Most consumers are
completely in the dark about
their rights and obligations

The process and rules
relating to disputing online
transactions are often
misunderstood which leads
to frustration for consumers

“

Reasons for chargebacks
The Ombudsman pointed out that the purpose of
a chargeback is to protect cardholder against abuse
by merchants. it is important to note that
chargebacks cannot be used by cardholders
to defraud merchants.
Some examples of reasons why cardholders
typically file for chargebacks include:
l P roducts or services are not as described (do not
fit the description of what was advertised):
lR
 easons for a not as described chargebacks
include damaged or defective merchandise,
counterfeit merchandise (if it was described
as genuine and turned out not to be) or
misrepresentation of the terms of the sale;
l It also includes items that are received in a
damaged state, merchandise that is missing
pieces, or tickets that arrive after an event has
already occurred. However, it is important to

note that items that products which are sold
as is (voetstoets), or the condition of the product
is clearly pointed out at point of sale, are not
eligible to be disputed;
lA
 nother reason for chargebacks when the
product is not as described is where the
merchandise is not the correct size, colour,
quantity (as stated/ordered), or the quality of
workmanship does not fit the description of the
advertised product
lA
 n example of a chargeback when the product
is not as described is where the contract terms
and conditions are not as described. For example,

the return policy or money back guarantees
were changed without the cardholder’s consent
l T he cardholder is not notified that the date of
service was unilaterally changed or postponed
l T he merchant is unable to provide the service.
This is typically when the merchant has gone out
of business or has voluntarily ceased operations
with no plan to compensate consumers
l T he ordered goods did not arrive on schedule,
or by the mutually agreed extended delivery
date. This may apply even if the situation was
beyond the merchant’s control (if the goods did
not arrive due to travel delays or quarantine)
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l T he cardholder’s flight has been cancelled and
the transaction was debited by an online travel
agent
lA
 cardholder typically requests a chargeback if
the merchant provides a reasonable alternative
instead of a monetary refund but the customer
declines and a refund is not provided in
a timeous manner. In this instance, the validity
of the chargeback will depend on the merchant’s
terms and conditions which are usually provided
at the point of sale.
Time limits and the process to be followed
for a chargeback claim
It is very important to note that if a cardholder
wishes to raise a chargeback, it needs to be filed
within 120 days from the transaction processing
date, or the delivery date of the goods or services.
Card scheme rules, of MasterCard and Visa,
require that the cardholder first lodges a dispute
directly with the merchant before approaching
the bank for a chargeback. The exception to this
pertains to cases of fraud.
The cardholder may also be expected to return/
attempt to return the goods to the merchant or
cancel the service before requesting a chargeback.
Written documentation (a letter, an email
or a dispute form) must be provided to the
cardholder’s bank. The cardholder needs to
describe the nature of the dispute, and detail all
relevant information; this includes the date of the
transaction, the amount involved, and proof of
dispute sent to the merchant.

lW
 hen a cardholder is unable to use available services
because of travel restrictions
lW
 hen a cardholder has been charged a no-show
penalty for failing to cancel a
reservation as per the merchant’s
cancellation policy
lW
 hen a cardholder missed
a flight (for any reason) and,
as a result, missed a subsequent
separate non-refundable service such
as a cruise or prepaid hotel reservation
When is a chargeback not applicable?
Instances where it is recommended that a cardholder
should not raise a chargeback includes:
lW
 hen the cardholder has buyer’s remorse
lW
 hen the return process seems too cumbersome
lW
 hen the cardholder was not patient enough to wait
for (or didn’t understand) the delivery schedule
 hen the cardholder did not act promptly and the
lW
return time limit has expired
lW
 hen a family member made the purchase and the
cardholder does not want to honour the payment
lW
 hen the cardholder forgot about or did not recognise
the transaction
lW
 hen the cardholder wants to make some extra
money and/or wants something for free.
Instances where a cardholder cannot raise
a chargeback include:
lW
 hen a service is available but the cardholder declined
the use of a purchased service due to concerns related
to Covid-19

lW
 hen the cardholder accepted a reasonable alternative for future compensation (service) from
the merchant such as a voucher or merchant-branded
gift card. In this instance, it will be deemed that the
cardholder has had a change of heart and asks for
a refund but is denied a refund.

Tips
There are basic steps that consumers can, and
should follow, when considering a chargeback.
In the event of fraud, the consumer should
immediately report the disputed transaction to
the bank without approaching the merchant.
As a cardholder, it is your responsibility to ensure
that your account is being properly used.
If you do not recognise a charge on your account,
do not assume it is fraud. You first need to consult
the individuals who have access to the card and see
if they authorised it without your knowledge.
“Consumers then need to contact the merchant
to verify any purchase that they do not recognise.
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It is possible that the cardholder simply does not
recognise the business name or may have forgotten
about the purchase,” says Steyn.
She adds that it is vital that cardholders carefully
read, and clearly understand, the terms and
conditions of the purchase before completing
the transaction. Do not click accept if you do not
understand or agree with the policies.
Before requesting a chargeback, it is important
that cardholders double check what they originally
agreed to as they are bound by those terms; even if
you did not read them.
Card holders are encouraged to cancel
subscription services long before the next billing
cycle runs. This provides the merchant with plenty
of time to terminate the agreement. This process
could take a while, so do not expect it to be
cancelled in a day or two.

In addition, cardholders
are encouraged to give
the merchant sufficient
time to offer alternative
compensation
(ie: a refund or a gift
voucher) before
assuming that fraud is
being committed.
Cardholders can
decrease their risk of
fraud by not letting
anyone borrow their
card. They are also
encouraged to keep their
personal information safe and shop on HTTPS
sites with a secure WiFi connection.
Lastly, the OBS strongly recommends that
cardholders sign up for services such as Mastercard
3D SecureCode and Verified by Visa.
How to get help from the Ombudsman for
Banking Services during the lockdown.
The OBS has taken stringent measures to protect
both our employees and complainants.
During lockdown, the OBS staff will be working
remotely from home. However, the office is fully
operational from 8am to 16:30pm, on Mondays
and Wednesdays. When the office is closed,
complainants cannot visit the OBS premises.
OBS staff are available to assist with enquiries
and we encourage complainants to log complaints
through our online and telephonic services.

Complainants can lodge a complaint in one of the
following ways:
lO
 nline submissions (https://www.obssa.co.za/
resolving-complaints/make-a-complaint/)
lB
 y email: info@obssa.co.za
lB
 y phone: 0860 800 900
lB
 y downloading an application form from the
website., (https://www.obssa.co.za/wp-content/
uploads/2018/04/Application-for-Assistanceform-FINAL.pdf)
Complainants who have already lodged a complaint
may track their complaint online by clicking on the
following link: https://www.obssa.co.za/track-acomplaint/. Alternatively, they can call the office to
speak to our staff on 0860 800 900.
How to complain
“It is important that the proper protocol is followed
when lodging a complaint. A formal, written
complaint can be lodged directly with your bank’s
dispute resolution department. During this process,
it is important to ask for a complaint reference
number from your bank. Complainants also need
to allow the bank 20 working days in to respond
to your complaint. Finally, complainants need to
obtain a written response from their bank,” says
Steyn.
Alternatively, consumers can contact the office
of the Ombudsman for Banking Services for free
assistance if they experience any banking problems
or would like us to assist them with lodging
a complaint against their bank. SR
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