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The New Merchant Category Codes Relating to Gaming  
 

 This article was written by Ted Kitada,
1
 Senior 

Counsel with Wells Fargo Bank and Chairman of 
CBA’s Legal Affairs Committee. 

 

I. Background  

 

The Board of Governors of the Federal Reserve 

System issued Regulation GG
2
 under the 

Unlawful Internet Gambling Enforcement Act of 

2006.
3
  Under Regulation GG section 233.5, all 

participants in designated payment systems, 

including card systems, must establish and 

implement written policies and procedures 

reasonably designed to identify and block 

unlawful internet gambling transactions 

referenced as “restricted transactions.”
4
   

 

Under Regulation GG section 233.6(d)(1), the 

policies and procedures of a card issuer are 

deemed to be reasonably designed to identify and 

block restricted transactions if the policies and 

procedures provide either for methods to conduct 

due diligence
5
 or implementation of a code 

system, as follows, with emphasis: 
                                                           
1
 Mr. Kitada may be reached at 415-396-5461. 

2
 12 C.F.R. part 233. 

3
 Enacted as Title VIII of the Security and 

Accountability for Every Port Act of 2006, Pub.L. No. 

109-347, 120 Stat. 1884, and codified at 31 U.S.C. 

5361-5367. 
4
 Regulation GG section 233.2(y). 

5
 Under Regulation GG section 233.6(d)((1)(i), the 

means to conduct due diligence is detailed: 

(1) Provide for either—(i) Methods to conduct 

due diligence—(A) In establishing a 

commercial customer account or relationship 

as set out in § 233.6(b); and(B) As set out in § 

233.6(b)(2)(ii)(B) in the event that the 

(ii) Implementation of a code system, such 

as transaction codes and 

merchant/business category codes, that are 

required to accompany the authorization 

request for a transaction, including—(A) 

The operational functionality to enable the 

card system operator or the card issuer to 

reasonably identify and deny 

authorization for a transaction that the 

coding procedure indicates may be a 

restricted transaction; and(B) Procedures 

for ongoing monitoring or testing by the 

card system operator to detect potential 

restricted transactions, including—(1) 

Conducting testing to ascertain whether 

transaction authorization requests are 

coded correctly; and(2) Monitoring and 

analyzing payment patterns to detect 

suspicious payment volumes from a 

merchant customer; 

 

The term “restricted transaction” is defined as 

Regulation GG section 233.2(y), with emphasis: 

 

(y) Restricted transaction means any of 

the following transactions or transmittals 

involving any credit, funds, instrument, or 

proceeds that the Act prohibits any person 

engaged in the business of betting or 

wagering (which does not include the 

activities of a financial transaction 

provider, or any interactive computer 

                                                                                                 

participant has actual knowledge that an 

existing commercial customer of the 

participant engages in an Internet gambling 

business . . . 
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service or telecommunications service) 

from knowingly accepting, in connection 

with the participation of another person in 

unlawful Internet gambling—(1) Credit, 

or the proceeds of credit, extended to or 

on behalf of such other person (including 

credit extended through the use of a credit 

card);(2) An electronic fund transfer, or 

funds transmitted by or through a money 

transmitting business, or the proceeds of 

an electronic fund transfer or money 

transmitting service, from or on behalf of 

such other person; or(3) Any check, draft, 

or similar instrument that is drawn by or 

on behalf of such other person and is 

drawn on or payable at or through any 

financial institution. 

 
The term “unlawful Internet gambling” is defined 

at Regulation GG section 233.2(bb), with 

emphasis: 

 

(bb) Unlawful Internet gambling means to 

place, receive, or otherwise knowingly 

transmit a bet or wager by any means 

which involves the use, at least in part, of 

the Internet where such bet or wager is 

unlawful under any applicable Federal or 

State law in the State or Tribal lands in 

which the bet or wager is initiated, 

received, or otherwise made. The term 

does not include placing, receiving, or 

otherwise transmitting a bet or wager that 

is excluded from the definition of this 

term by the Act as an intrastate transaction 

or an intra-tribal transaction, and does not 

include any activity that is allowed under 

the Interstate Horseracing Act of 1978 (15 

U.S.C. 3001 et seq.; see § 233.1(a)). The 

intermediate routing of electronic data 

shall not determine the location or 

locations in which a bet or wager is 

initiated, received, or otherwise made. 

 

With the assistance of card networks (Visa and 

MasterCard), as a participant in the card system 

many card issuers elected to block merchant card 

authorization requests by employing merchant 

category codes
6
 (“MCC”) and transaction codes 

to comply with Regulation GG.  Accordingly, in 

or about 2009, for issuers so electing for credit, 

debit, and prepaid card transactions using a MCC 

7995 (gaming transaction) accompanied by a 

transaction code indicating that a cardholder is 

not present (an ecommerce or online transaction), 

such coded transactions were and continue to be 

categorically blocked by them with the support of 

the card networks.  Issuers made this decision 

because at the time of the decision MCC 7995-

coded transactions with cardholder not present 

may or may not be a lawful internet gambling 

transaction; in sum, an issuer could reasonably 

conclude that commingled within these 

transactions were and are potentially restricted 

transactions.  Thus, issuers blocked all such 

coded transactions, an option available under 

Regulation GG section 233.6(d)(1)(ii). 

 

The contractual predicate to block these internet 

gaming transactions is normally set forth in an 

issuer’s account agreement with its 

cardholder. One such agreement’s example 

follows: 

 

Illegal Activities.  You will not use your 

account to conduct transactions relating to 

unlawful internet gambling or any other 

illegal activity.  We may refuse any 

gambling transaction, whether lawful or 

not.  We may also refuse any transaction 

that we reasonably believe may involve 

illegal or suspicious activity.   

 

Some states now permit lawful government-

sponsored lottery transactions.  Approximately 12 

states permit the purchase of lottery tickets 

online.  Effective April 1, 2014, in connection 

with the sale of lottery tickets, states selling 

tickets online or in person have been using MCC 

                                                           
6
 MCC values are assigned by the International 

Organization of Standardization (“ISO”): 

http://www.iso.org/iso/home.html 
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9399 (miscellaneous) with transaction codes 

showing a cardholder is present or a cardholder is 

not present.  Issuers generally have not been 

blocking these transactions, as the issuers could 

not identify lottery sales transactions conducted 

with a cardholder not present even if an issuer 

wanted to block online gaming transactions 

(consistent with its practice with MCC 7995 

cardholder not present transactions).  This MCC 

9399 code is used by states for multiple purposes, 

including the sale of lottery tickets; therefore, an 

issuer could not identify and block internet 

gaming transactions specifically. 

 

II. The New MCCs   

 

ISO has announced its new MCCs for legal 

gambling transactions in the U.S.  Effective April 

17, 2015, the following MCCs have been 

deployed when and as merchants, including state 

governments, initiate certain debit, prepaid, and 

credit card transactions with cardholder present 

and cardholder not present, as noted: 

 

 MCC 7800 (Government-Owned 

Lotteries, both cardholder present and 

cardholder  not present transactions) 

 MCC 7801 (Government-Licensed 

Casinos, only for cardholder not present 

transactions) 

 MCC 7802 (Government-Licensed Horse 

and Dog Racing, both for cardholder 

present and cardholder not present 

transactions) 

 

An acquirer is permitted to authorize a merchant 

to use these new MCCs only upon the completion 

of certain steps.  An acquirer is required, for 

example, to provide a written legal opinion to the 

card network that a merchant is conducting its 

business in accordance with applicable laws, 

including those laws dealing with the geolocation 

and age of a cardholder.  

 

In light of the introduction of these new MCCs, 

an issuer will be forced to determine if these 

MCC designated transactions with cardholder 

present or cardholder not present will be 

permitted to post against cardholder accounts.  

Unlike MCC 7995 transactions with cardholder 

not present, the card networks will not 

automatically block these transactions bearing the 

new MCCs.  Therefore, absent an issuer blocking 

these MCC-coded transactions, the transactions 

will post against a cardholder’s account. 

 

A. Blocking MCC 7995 transactions with 

cardholder not present under Regulation GG.  

As discussed above, historically in compliance 

efforts under Regulation GG with a card 

network’s assistance issuers elected to block 

transactions coded MCC 7995 with cardholder 

not present because embedded within these 

transactions could be restricted 

transactions. However, effective April 17, 2015, 

with respect to transactions coded MCC 7800, 

7801, and 7802, the converse is reasonably true: 

absent a substantial showing, an issuer may 

reasonably infer that these transactions are lawful 

transactions, given the due diligence requirements 

a card network requires of acquirers prior to 

acquirers authorizing the use of these new MCCs.  

Therefore, an issuer is unlikely to satisfy 

Regulation GG’s predicate for blocking these 

transactions:  “…card issuer to reasonably 

identify and deny authorization for a transaction 

that the coding procedure indicates may be a 

restricted transaction….”  These new MCCs do 

not indicate a restricted transaction; indeed, these 

codes reasonably indicate a lawful transaction. 

Let us examine each MCC to test the validity of 

this observation.   

 

For MCC 7800, an issuer will now be able to 

identify state lottery ticket sales, both with 

cardholder present and with cardholder not 

present. Effective April 1, 2014, such sales have 

been commingled by a state using MCC 9399.  

With respect to MCC 7800-coded transactions 

where the cardholder is not present, such sales 

would appear to be lawful as the federal Wire Act 

is not implicated, even if purchase transactions 
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are routed outside a state providing the lottery 

opportunity, as “[t]he intermediate routing of 

electronic data shall not determine the location or 

locations in which a bet or wager is initiated, 

received, or otherwise made.”
7
   

 

For MCC 7801, for a government-licensed casino 

transaction with cardholder not present,
8
 only 

sport betting or wagering involving the 

intermediate routing of data outside of a casino’s 

state location implicates the Wire Act.  I 

understand that only Nevada offers online sports 

betting at this time; however, those transactions 

bear cardholder present transaction identifiers, as 

the cardholder must prefund an account with the 

casino (online sports betting or wagering is solely 

with prefunded funds previously coded 

cardholder present at the time of such funding).  

Therefore, as a practical matter, by blocking 

MCC 7801 licensed casino cardholder not present 

transactions, apparently no restricted transaction 

will be blocked, as no sport betting or wagering is 

likely involved; sport betting or wagering is not 

commingled within this MCC 7801.    

 

For MCC 7802, government-licensed horse and 

dog racing, I understand that such government-

licensed off-track racing cardholder not present 

transactions are exclusively for pari-mutuel 

gaming activities (wagering through pools).  Such 

activities are excluded under Regulation GG 

section 233.2(bb) referencing the Interstate 

Horseracing Act of 1978 under the definition of 

“unlawful Internet gambling” set forth above.  

Under an amendment to this act in 2000, pari-

mutuel wagering has been expressly allowed 

thereunder.
9
  Thus, if pari-mutuel gaming 

activities are permissible under Regulation GG, 

                                                           
7
 31 U.S.C. section 5362(10)(E).  See the 

memorandum opinion issued by the U.S. assistant 

attorney general for the criminal division, dated 

September 20, 2011. 
8
 MCC 7801 transactions may not be used for 

cardholder present transactions. 
9
 See 15 U.S.C. section 3002(3) defining “interstate 

off-track wager” to include pari-mutuel wagering. 

such activities would not implicate the Wire Act 

as unlawful sports betting or wagering. 

 

B. Account agreement.  As noted above, if an 

issuer has adopted an account agreement’s terms 

similar to the one above, an issuer’s account 

agreement may authorize an issuer to block 

internet gaming transactions: “We may refuse any 

gambling transaction, whether lawful or not.”  

However, an issuer should enforce contractual 

rights reasonably and in good faith.  By 

unilaterally electing to block apparently lawful 

gaming transactions (with cardholder not 

present), the issuer may be viewed as exercising 

its rights arbitrarily and capriciously.  This risk is 

acutely present for MCC 7800 cardholder present 

and cardholder not present as these transactions 

have been authorized under MCC 9399.  

Effective April 17, 2015, a cardholder purchasing 

online a lottery ticket lawfully, for example, 

could suffer a block of that transaction by an 

issuer (if that issuer is blocking MCC 7800 

cardholder not present transactions); heretofore, 

that cardholder has had that transaction approved, 

at least since April 1, 2014, when the state used 

MCC 9399.
10

  The exercise of this right may 

present not only legal risks but also significant 

reputational risk. 

 

Notwithstanding the foregoing considerations, 

whether an issuer should allow any or all of these 

new MCC-coded transactions to proceed to post 

may not be a simple question to address.  The 

issuer is well advised to develop sound policies 

and procedures in connection with this decision in 

the event the issuer elects to allow these 

transactions to post.  For many issuers, choosing 

to post these transactions, gaming transactions as 

such will have transactional transparency for 

perhaps the first time to the issuer, particularly in 

                                                           
10

 In contrast, under MCC 7995 cardholder not present 

transactions, on an issuer’s behalf the card networks 

have blocked online casino and pari-mutuel gaming 

activities I understand, to the extent such transactions 

are covered under MCC 7995. 
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the online payment channel.  For example, even if 

an issuer elects to permit card transactions 

identified through an MCC to be a gaming 

transaction to post, the issuer must determine if a 

debit card transaction should be authorized into 

overdraft for those debit cardholders opting in to 

overdraft services under Regulation E section 

1005.17.  Further, even if a debit card transaction 

is permitted into overdraft, an issuer may need to 

determine if regular monitoring of this cardholder 

behavior is necessary or at least recommended.  If 

a cardholder regularly engaging in gaming 

transactions using a debit card overdraws his or 

her account on more than an occasional basis, the 

card issuer may have an affirmative obligation to 

discourage or even decline these transactions.  If 

the issuer does not have a process to discourage 

or decline these transactions, the issuer may be 

viewed by a prudential regulator during the 

course of an examination as engaging in an 

unfair, deceptive, or even an abusive act or 

practice.  This result is one of the perils of an 

issuer acting as one of the key stewards of the 

payment system.  As a steward of the payment 

system, the issuer may have an obligation to 

permit apparently lawful transactions to proceed 

through the system; however, one risk in so 

permitting is that a responsibility may attach to 

guard the interest of the cardholder as the 

cardholder openly engages in such transactions.       

 

 

III. Conclusion  

 

In light of the development of these new gaming-

related MCCs, a card issuer is encouraged to 

determine whether and to what extent it should 

block MCC 7800-, 7801-, and 7802-coded 

transactions with cardholder present and 

cardholder not present.  The transactions bearing 

MCC 7800 cardholder not present identifiers 

appear to present the lowest risks, as these 

transactions are state-sponsored gaming activities.  

An issuer may incur liability for failing to 

exercise its right to block suspected online 

gaming transactions reasonably or in good faith 

under applicable agreements, as the rationale of 

blocking transactions under the cover of 

Regulation GG may no longer apply.  Further, the 

issuer’s reputation may suffer as it may be 

viewed as acting unreasonably with cardholders, 

particularly if it blocks online lottery ticket 

purchase transactions previously authorized under 

MCC 9399.  While this is ultimately a business 

risk decision, the better decision may be to permit 

these coded transactions to proceed, for the 

considerations detailed above.        

 
The information contained in this CBA Regulatory 

Compliance Bulletin is not intended to constitute, and should 

not be received as, legal advice.  Please consult with your 

counsel for more detailed information applicable to your 

institution. 

 

 
 

  


