
HOUSE BUSINESS AND INDUSTRY COMMITTEE 

March 29 ,  1977 

The subcommittee meeting on Senate B i l l  No. 170 was c a l l e d  t o  o r d e r  
a t  10:40 a.m. with a l l  members p resen t .  

M r .  P i t t s  s t a t e d  t h a t  t h e  w r i t t e n  r e c e i p t s  do n o t  demand t h a t  a  
w r i t t e n  answer would be needed. 

M r .  Tippy s a i d  t h a t  one of t h e  R e t a i l e r  Associat ion amendments would 
exclude g l o r i f i e d  charge account systems wi th  e l e c t r o n i c  a c c r e d i t i n g  
of t h e  account on a  n a t i o n a l  b a s i s .  

Rep. Vincent s t a t e d  he was concerned about t h e  point-of-sale  t e rmina l s  
i n  a  s t o r e  which i s  n o t  i h  c i t y  l i m i t s .  

M r .  P i t t s  s t a t e d  t h a t  t h e  r e t a i l e r  has t o  s ign  t h e  r e c e i p t  j u s t  a s  
one would s i g n  a  Bank Americard r e c e i p t .  Some of t h e  l a r g e  grocery  
s t o r e s  w i l l  go t o  t h i s  point-of-sale  te rminal .  Page 18 g i v e s  t h e  
customer t h e  s a t i s f a c t i o n  of t h e  copy. 

Rep. Vincent s t a t e d  t h a t  one of h i s  concerns i s  t h a t  of a mistake 
being made. When a  mistake i s  made i n  t h e  computer system one way o r  
another  and t h e  man does not  have any knowledge of t h e  computer system, 
what kind of s a t i s f a c t i o n  can he expect  when he i s  t a l k i n g  about  a 
computer opera t ion  r a t h e r  than a  paper opera t ion .  

M r .  P i t t s  s t a t e d  t h a t  t h i s  i s  provided on page 1 4 ,  s e c t i o n  1 2 ( 2 ) ,  
l i n e s  13 through 15. 

Rep. Vincent made a  summarization of t h e  f e a r s  he had of t h e  b i l l .  
H e  proposed amendments which would c l a r i f y  c e r t a i n  s e c t i o n s .  On page 
17, l i n e  4 .  Th i s  comes o u t  of the  Nat ional  Commission on EFTS. He 
s t a t e d  t h a t  he saw no reason why they would need t o  w a i t  f o r  t h e  comple- 
t i o n  of t h e  r e p o r t .  Fraudulent  s i t u a t i o n s  a r e  covered, but  erroneous 
ones a r e  n o t  covered. Therefore,  fol lowing "unauthorized" on page 
17,  l i n e  4 ,  i n s e r t  " o r  erroneous." 

M r .  Tippy s a i d  t h a t  "erroneous" means computer e r r o r .  

Rep. Vincent s a i d  t h a t  he d i d  n o t  plan on t h e  subcommittee t ak ing  
a c t i o n  on t h e  amendments a t  t h i s  time. 

M r .  P i t t s  s a i d  " f i n a n c i a l  i n s t i t u t i o n s "  should be i n s e r t e d  r a t h e r  
than t h e  word "bank. " 

M r .  Cadby s a i d  t h a t  4 t o  4 1 / 2 %  i n t e r e s t  i s  t h e  i m p l i c i t  i n t e r e s t .  

M r .  Tippy s a i d  t h e  i n t e r p r e t a t i o n  of ex t rao rd ina ry  means over  and 
above t h e  ord inary .  I t  i s  something t h a t  i s  p u n i t i v e  t o  design t h e  
over c o s t .  
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Rep. Fabrega s t a t e d  t h a t  t h e  bank should be e n t i t l e d  t o  some p r o f i t  
as w e l l ,  b u t  n o t  t o  make it s o  h igh  t h a t  it would d i s c o u r a g e  t h e  u se  
of checks.  

Rep. Vincent  submi t ted  ano the r  amendment on page 12 ,  l i n e  11, fo l lowing  
" c o u r t  o f  r e c o r d " ,  i n s e r t  "wi th  n o t i c e  t o  t h e  customer of  such subpoena 
f u r n i s h e d  t o  t h e  i n s t i t u t i o n . "  

- 

, M r .  P i t t s  s a i d  t h a t  would h u r t  t h e  f i n a n c i a l  i n s t i t u t i o n .  . 

Rep. Vincent  r e p l i e d  by say ing  t h i s  would a t  least make t h e  i n s t i t u -  
t i o n  c a l l  t h e  customer t o  l e t  him know. 

m. P i t t s  s a i d  you have a  c o n f l i c t  of where you a r e .  They have t h e  
power and t h e y  use  it. M r ;  Cannon s a i d  t h a t  i f  a n  I n t e r n a l  Revenue 
a g e n t  ~ubpoma's you, he does  n o t  see anyth ing  wrong w i t h  t h i s .  

Rep. Fabrega s t a t e d  t h a t  maybe t h e  reason  t h e r e  i s  t h i s  problem i s  due 
t o  copping o u t  b e f o r e  it i s  even tended t o .  A s  long  as  you a r e  
a c t i n g  on S t a t e  law, I do n o t  see how t h e  banker could  be  he ld  g u i l t y  
f o r  obeying t h e  law. 

M r .  P i t t s  s t a t e d  t h a t  F e d e r a l  l a w  pre-empts S t a t e  l a w .  Rep. Fabrega 
s a i d  t h a t  f o r  t h i s  r ea son  Montana has  a  r i g h t  t o  p u t  it i n t o  t h e i r  
own l a w .  A s t a t e  should  p a s s  a law l i k e  t h i s  r a t h e r  t h a n  s u r r e n d e r  
r i g h t  now. Montana may be a b l e  t o  i n f l u e n c e  t h e  F e d e r a l  laws.  

Rep. Vincent  s t a t e d  t h a t  one would go t o  c o u r t  and comply w i t h  t h e  
F e d e r a l  l a w s .  

M r .  Cannon s t a t e d  t h a t  t h e  customer i s  e n t i t l e d  t o  be  informed of a 
subpoena. I f  t h e  customer wants t o  under take  t h e  r e s p o n s i b i l i t y ,  - 
he is  e n t i t l e d  t o  t h a t  oppor tun i ty .  I n s t r u c t  t h e  bank t o  a t t e m p t  t o  
n o t i f y  t h a t  customer f i r s t .  

Rep. Vincent  s t a t e d  t h a t  t h e  f l o a t  and stop-payment may be abol is l led 
under t h i s  system. I t  might n o t  be a bad i d e a  t o  i n d i c a t e  t h a t  t h i s  
w i l l  be t h e  case. Page 9 ,  under  customer in format ion .  Add subsec t ion  
( 9 )  The economic s i g n i f i c a n c e  of having no f l o a t  t i m e  and no s top -  
payment a u t h o r i t y .  

Rep. Fabrega s t a t e d  t h a t  it i s  t h e  e x a c t  same t h i n g  a s  d e a l i n g  w i t h  
cash.  

Rep. Vincent  t h e n  r e f e r r e d  t o  v a l u e  d a t i n g .  On page 5 ,  l i n e  2 0 ,  h e  
i n s e r t e d  _"A merchant may s e l l  goods o r  merchandise."  

M r .  Tippy s t a t e d  t h a t  t h e  merchant may o f f e r  e l e c t r o n i c  s e r v i c e s  and 
i n  h i s  o p t i o n  as he wants t o  e n t i c e  more consumers he can  t e l l  t h e  
computer t o  d e b i t  t h r e e  days  hence o r  he may want t o  e n t e r  o p t i o n  of 
i n s t a n t a n e o u s  d e b i t  and c r e d i t .  I t  i s  t h e  same as  pos t -da t ing  a check. 
It  i s  between t h e  merchant and t h e  customer. 
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M r .  P i t t s  s t a t e d  t h a t  he thought  t h e r e  would be computer problems 
w i t h  t h i s  amendment. Rep. Vincent  s t a t e d  t h a t  it would computer 
c a p a b i l i t y .  

M r .  P i t t s  t h e n  s t a t e d  t h a t  he thought  it could be done, b u t  what 
i f  t h e  customer r a n  o u t  of  money. I t  would be  l i k e  a bad check. 

Rep. Vincent  submi t ted  ano the r  amendment on page 7 ,  l i n e  16 ,  fo l lowing ,  
"cus tomer ' s" ,  i n s e r t ,  " d e p o s i t  o r  share . "  This  amendment caused no 
problem w i t h  t h e  bankers .  

M r .  P i t t s  submi t ted  amendments proposed by M r .  Waterman. The amend- 
ments which have "NO" b e s i d e  them w e r e  n o t  a c c e p t a b l e  t o  t h e  bankers .  

M r .  Cannon submi t ted  an  amendment on page 7 ,  l i n e  16 t o  i n c l u d e  
" sha re .  " 

The meeting ad journed  a t  11:30 a.m. 

'%JJ3HN C . VINCENT, Chalrman 




