
HOUSE BUSINESS AND INDUSTRY COMMITTEE 

March 24, 1977 

The subcommittee meeting on Sena te  B i l l  No. 170 w a s  c a l l e d  t o  o r d e r  
a t  10:OO a.m.  i n  Room 436. A 1 1  subcommittee members w e r e  p r e s e n t .  

Rep. Vincent  s t a t e d  t h e  d i sadvantapsof  t h e  EFTS. They are a s  fo l lows :  
1) l o s s  of  t h e  paper  check,  2 )  computer g e n e r i i e d  r e c o r d s ,  3)  con;- 
p u t e r  g r ro r s ,  4) consumer s a t i s f a c t i o n ,  5)  stop-payment, 6 )  a t t a c h -  
ment of bank accoun t s ,  7 )  l e t t i n g  minors  u se  t h e i r  p a r e n t ' s  accoun t ,  
8)  i n d i v i d u a l ' s  money may become d i s a g r e e i n g  w i t h  bank c r e d i t o r s ,  
9 )  u s e  o f  i n d i v i d u a l  f i n a n c i a l  d a t a  by government agenc ie s .  S t anda rds  
a r e  needed t o  a s s u r e  consumer p r o t e c t i o n .  

M r .  Roger Tippy s t a t e d  t h a t  when t h e  b i l l  had begun d r a f t i n g  p r o c e s s  
l a s t  summer, a  l a w  review w a s  composed c o n t a i n i n g  an a r t i c l e  of  an  
o f f i c e r  c r e d i t  union c o n t a i n i n g  t h e s e  p o i n t s .  I t  i s  a i r r e d u c i b l e  
f a c t  t h a t  t h e  consumer g i v e s  up a  f l o a t  and t h e  stop-payment remedy. 
The r e c e i p t  i s  admissable  a t tachment  of banks accounts .  The Supreme 
Cour t s  have r e c e n t l y  s a i d  t h a t  it would make t h e  c o n s t i t i t u t i o n a l  
t o  be r e s p o n s i b l e  of  t h e  d e b t o r .  The a c c e s s  of t h e  c a r d  t o  minors  
would be  something t h e  p a r e n t s  would have t o  d e a l  w i th .  There  are 
many p o r t i o n s  i n  t h e  b i l l  which cover  Rep. V i n c e n t ' s  problems,  b u t  
t hey  a r e  n o t  d e t a i l e d .  They need t o  be c l a r i f i e d  f u r t h e r .  

M r .  John Cadby s t a t e d  t h a t  i n  r ega rd  t o  EFTS he r e a d  one  a r t i c l e  
p e r t a i n i n g  t o  t h e  t iming  r e l a t i v e  t o  checks.  I t  w i l l  n o t  r e p l a c e  
checks.  By t h e  yea r  2000 w i t h  good customer accep tance ,  t hey  may g e t  
up t o  25 o r  30% of t h e  t o t a l  popu la t ion  us ing  EFTS i n  l i e u  of checks .  
People  are r e l u c t a n t  t o  experiment w i t h  a  new i d e a .  The younger 
g e n e r a t i o n  w i l l  a c c e p t  it f i r s t .  A t  t h e  t ime  you make a t r a n s a c t i o n ,  
you can m a i n t a i n  your own r e c o r d s  a s  you are doing  now. I t  w i l l  have 
a bank s t a t emen t .  A l l  of t h e s e  t h i n g s  a r e  p rov ided  i n  t h e  b i l l  and 
more p r o t e c t i o n  is  b u i l t  i n  w i t h  EFTS r a t h e r  t han  w i t h  checks .  

M r .  Harold P i t t s  s t a t e d  t h a t  w i t h i n  a v e r y  s h o r t  p e r i o d  of  t i m e  t h e  
community w i l l  r e a l i z e  t h a t  checks  w i l l  be o u t .  I f  w e  can  ho ld  it 
w h e r e  it i s  ( 2 5  b i l l i o n  checks)  , there i s  no way t h a t  you w i l l  g e t  
o u t  of t h e  check-cashing p o l i c y .  

M r .  Tom Waterman s t a t e d  t h a t  t h e r e  is a f u l l ,  l a r g e  r e p o r t  which 
came o u t  of t h e  Na t iona l  Commission on EFTS ( a t t a c h e d ) .  The b a s i c  
problem w i t h  t h e  b i l l  appea r s  i n  s e c t i o n  7  of  t h e  b i l l .  I t  s ta tes  
t h a t  a s a t e l l i t e  t e r m i n a l  which i s  used by a  bank must b e  made a v a i l -  
a b l e  t o  a l l  o t h e r  f i n a n c i a l  i n s t i t u t i o n s .  Tha t  means t h a t  i f  a d e b i t  
o r  c r e d i t  c a r d  i s  used by a  re ta i ler  t h a t  t e r m i n a l  must be made 
a v a i l a b l e  t o  a l l  o t h e r  banks which t o  him meant t h a t  a  r e t a i l e r  cannot  
ba rga in  t o  g e t  t h e  b e s t  d e a l .  

M r .  Frank Stock s t a t e d  t h a t  anyone who wishes  n o t  t o  have t h i s  system 
does  n o t  have t o  a c c e p t  it.   his b i l l  does  n o t  s p e c i f i c a l l y  o u t l i n e  
any c l e a r i n g  house arrangements  o r  swi tches .  The Uniform Commercial 
Code p r o v i d e s  f o r  c l e a r i n g  houses.  The swi tches  have been l e f t  a s i d e .  
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It would be  r i d i c u l o u s  t o  have 10 t e r m i n a l s  f o r  each  f i n a n c i a l  i n s t i -  
t u t i o n .  Otherwise  a s m a l l  bank would have no chance. 

M r .  Harold P i t t s  s t a t e d  t h a t  no one has  d i s a g r e e d  w i t h  t h e  au toma t i c  
te l ler  machines. The po in t -o f - sa l e  t e r m i n a l s  are t h e  problem. T h i s  
does  n o t  a f f e c t  Bank Americard, Master Charge, Penny's, etc. You 
cannot  use  a BAC a t  Penny's .  This  po in t -o f - sa l e  t e r m i n a l  would be 
used f o r  bqnk ca rds .  T h i s  b i l l  p rov ides  t h a t  t h e s e  machines can o n l y  

' b e  used w i t h i n  a 3-mile r a d i u s  w i t h i n  t h e  c i t y  l i m i t s .  \ 

M r .  Waterman s t a t e d  t h a t  t h i s  b i l .1  i s  a v e r y  good b i l l ,  h u t  t h e  f a c t  
remains t h a t  t h i s  v i o l a t e s  t h e  law. H e  s a i d  t h a t  Penny 's  does  l i k e  
cash ,  b u t  t h e y  do n o t  want t o  be f o r c e d  i n t o  accep t ing -211  d e b i t  c a r d s .  
The bankers  look  a t  t h i s  b i l l  from t h e  swi tch  s i d e .  Penny 's  does  n o t  
have t o  a c c e p t  checks  from a bank i f  t hey  do n o t  want t o .  H e  asked 
why they  should be o b l i g a t e d  t o  a c c e p t  t h e s e  c a r d s .  I f  Penny 's  does  
n o t  have t h e  r i g h t  t o  c o n t r a c t ,  then  t h e  b i l l  i s  n o t  f a i r .  

- 

M r .  P i t t s  s t a t e d  t h a t  t h e  b i l l  does  n o t  cover  BAC o r  Master  Charge. 
It  i s  p u r e l y  a d e b i t  and c r e d i t  b i l l .  

M r .  S tock  s t a t e d  t h a t  it could be a c r e d i t  account .  I t  i s  i n  t h e  
r e t a i l e r ' s  b u s i n e s s  t o  know i f  t h e  i n d i v i d u a l  i s  buying on c r e d i t  o r  
d e b i t .  

M r . :  Waterman s t a t e d  t h a t  t h e  b i l l  needs  t o  cover  " c o n t r a c t i n g . "  

M r .  Stock  s t a t e d  t h a t  he d i d  n o t  b e l i e v e  t h a t  any bank would want t o  
i n t e r f e r e  w i t h  any th ing  a re ta i ler  would do i n t e r n a l l y .  T h i s  bank 
cannot  i n t e r f e r e  w i t h  t h e  s t o r e s  i n t e r n a l  c r e d i t  p o l i c i e s .  

Rep. Fabrega asked M r .  Waterman i f  he w a s  a f r a i d  t h e  bank w i l l  t e l l  
him t h a t  t h e  t e r m i n a l  i s  he re ,  it w i l l  c o s t  you 1 0  c e n t s .  M r .  
Waterman does  have t h a t  f e a r .  

M r .  Cadby s a i d  t h a t  t r a n s a c t i o n  charges  may be v e r y  high.  Competi t ion 
w i l l  want po in t -o f - sa l e  t e r m i n a l s  i n  t h e i r  s t o r e s .  T h i s  b i l l  a l s o  
p rov ides  p r o t e c t i o n  f o r  t h e  independent r e t a i l e r .  

M r .  S tock s t a t e d  t h a t  t h e  merchant i s  c e r t a i n l y  paying now due t o  
t h e  absorbency of  bad check l o s s e s .  The r e n t  of t h e  t e r m i n a l  would 
depend on t h e  bank. 

M r .  Les Alke s t a t e d  t h a t  he may be a b l e  t o  d e l a y  some of t h e  f e a r s  on 
consumer p r o t e c t i o n .  The t e r m i n a l s  must be approved by t h e  Department 
of Bus iness  Regulat ion.  There  i s  a  Consumer A f f a i r s  D iv i s ion  i n  t h e  
Department which would t a k e  c a r e  of any consumer o r i e n t e d  problem. 

M r .  Waterman s t a t e d  t h a t  i f  it i s  compet i t ion  t h i s  would be j u s t  
g r e a t .  But where you have mandatory s h a r i n g ,  it i s  n o t  f a i r  because 
you must s h a r e  on t h e  same b a s i s .  Tha t  i s  t h e  b a s i c  problem he had 
w i t h  t h e  b i l l .  
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M r .  Ray Blehrn s t a t e d  t h a t  i f  t h e  c r e d i t  union says  a he wants a 
5 c e n t  t r a n s a c t i o n  then  s o  be it. Nothing precludes him from tak ing  
h i s  machine o u t  andtkmmitti379 i n  another  point-of-sale  l o c a t i o n .  

M r .  Waterman s t a t e d  t h a t  he thought he would have t o  sha re  t h a t  
t e rmina l  wi th  anyone. He would l i k e  t o  be assured t h a t  it w i l l  s t a y  
competi t ive.  

MX. P i t t s  s t a t e d  t h a t  no two banks have t h e  same s e r v i c e  charge,  
t h e r e f o r e ,  why should they chargesthe same amount on t h e  point-of-  
s a l e  te rminals .  H e  a l s o  s t a t e d  t h a t  t h e  b i l l  provides f o r  d i f f e r e n t  
types  of ownership. I n  point-of-sale  te rminals  you a r e  n o t  speaking 
about  b i g  expensive types  of equipment. A small  s t o r e  could buy one 

- 'point-of-sale  which i s  r e l a t i v e  t o  a cash r e g i s t e r .  That i s  why i t  
is  provided t h a t  a bank can buy them. There a r e  s e v e r a l  d i f f e r e n t  
ways i n  which you can go about t h i s .  The telephone company w i l l  
probably be t h e  most l o g i c a l  l o c a t i o n  f o r  a switch.  The banks o r  
f i n a n c i a l  i n s t i t u t i o n s  can go toge the r  and form a switch,  a l s o .  

The meeting adjourned a t  1 2 : O O  noon. 




