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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

Washington, D.C. 20503-0001 

LRM NO:4GG7 

FILE NO: 2422 

617/96 
LEGISLATIVE REFERRAL MEMORANDUM Total Page(s); l 

TO: Legislative liaison fficer· See Dislrihution below: 

FROM: Jamos JUKES (for) Assistant Director for Legislative Reference 

OMB CONTACT; Timothy JOHNS N 395-7562 Legislative Assistant's Line: 395-3454 

SUBJECT: JUSTICE Proposed Report RE: HR3525, Church Ars'on Prevention Act of 1996 

DEADLINE: 1:00 TODAY Friday, June 07,1998 

In accordance with OMB Circular A·19, OMB requests the views of your agency on the above subject before 
advising on its relationship to the pro~ram of the Prcsldcnt. 

Please advise us If this Item will affect direct spending or receipts for purposes of the 
"Pay·As-You-Go" provisions of Title XIII of the Omnibus Budget Reconciliation Act of 1990. 

DISTRIBUTION LIST: 
AGENCIES: ·Executive Office of the President - EOP Review Only, See Distribution -

EOP: Elena Kagan 
SliWA Wamath 
Stl'ldft Ait\r:tm- (1, .... 121.C{ .... ~ 
John Thompson 
Jim Murr 
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F: ;\14 ROBt;KT KOBf:RT.03" 

I04,TH CONGRESS H R 
2D SESSIOS . . ---------

L~ THE HOUSE OF REPRESENTATIVES 

H.LJ', 

Mr. RA)BERTS (for himself and ,. introduced the following bill; 
which was referred to the Committee on __________ ~ 

A BILL 
To exempt from the Regulation E requirements, State ad· 

ministration of the food stamp program through elec

tronic benefit transfer systems that provide for distribu

tion of means-tested benefits. 

1 Be it enacted by the Senate and Houu of Representa-

2 tit·es of the United States of.4.meriaz in Congress assembled, 

3 SECTION 1. SHORT TITLE. 

4 This Act may be eited as the "Eneouragement of 

5 Electronic Benefit Tl-ansfer S"stems A-\ct" . . . 
6 SEC. 2. AMENDMENT. 

7 Section 7(i) of tile Food Stamp A-\ct of 1917 (i U.S.C. 

8 2016(i» is amended by adding at the end the following: 

June 17, 1996 (4:39 p.M,) 

141 002/006 
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"(7) ESCOl'RAUE ELE('TWINIC RE!\"EI-'IT TR..\.'I;SFER 
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Jutle 17, 1996 (4:39 p.m.) 

"(Al IN OENERAL.-Th(l discl\lSllrl"s. protec

tions, responsibilities, and remedies ~'1:ablished 

under section 904 of the Electronic Fund Transfer 

Act (15 U.S.C. 1693b), and an~' regulation or order 

issued by the Board of Governors of the Federal Re

serve S\'stem in accordance with such Act, shaJl not . . 
appl~' to benefits under this Act dem'ered through 

any electronic benefit transfer s~"'Stem. 

"(B) REPLACEMENT OF BE~"EFITS.-... \n.. regu

lation issued by the Secretary regarding the replace

ment of benefits under this Act. and liability for re

placement of benefits under this Act. under an elec

tronic benefit transfer system shall be similar to the 

regulations in effect for a paper food stamp issuance 

~-stem. 

"(C) DEFINITION OF ELECTRO!\lC BE!I.'"EFIT 

TR..\.."SFER SYSTEM.-:As used in this para~ph, the 

term 'electronic benent transfer S\"Stem' means a . , 

~'Stem under whieh a go'\"ernmental entitr distrib

utes benefits determined under this Act, or other 

benefits or payments (excluding payments of sala

ries, of pension, retirement, and unemployment ben

ents established by Federal, State, or local govern-

I4J 003/006 
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5 

June 17. 1996 (4:39 p.m.) 

3 

ment, and of other t'mplo~-ment-related benefits), by 

establishing aceOWlts to be acet>ssed eJeetroniealh- bv • • 

recipients of the benefits. including through the use 

of an automated teUer machine, a point-ot-sale ter

minal, or an inteUigent benefit card.". 

I4J 004/006 
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DEPARTMENT OF AGRICULTURE 
OFFICE OF THE SECRETARY 

WASHINGTON. D.C. 2D250 
(202) 7211-3631 

FAX TRANSMITTAL 

I4J 001/006 

DATE: June 18, 1996 

.,.""" Ai:l: Ail _at: .... AA:l * 'itA: * A:'" IIItA ***:I: .... J:".:A:,. It It A ........ A.'" "AI'." ."'n';' At! flA." "'". A ........ "."' •• * It A".a ..... "' .... ******** 

SENT TO: 
Elena Kagan. Rahm Emanuel 

PHONE#: 

FAX#: 

# OF PAGES SENT: 5 
(excluding cover sheet) 

FROM: 
Martha Phipps 

PHONE#: 
202-720-3631 

FAX#: 
,202-720-5437 

COMMENTS: 

Bill on EST and Reg E that Roberts will introduce tomorrow in hearing. Also; 
information sheet on Reg E for your information. 

'. 
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USDA OSEe ______ -=1iD 005/006 

TO 7202166 PDD2/003 
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i 
1 

• I 
The EJectmnic Funds Transfer Act governs the operations of commercial debit card 
networlcs. Regulation E is the ~n which implements the provisions of rlw 
Act and establishes tile framework of legal rights and respoDSibilities for card 
issuers and wd holders using elec:t:ronic traDsfer systems. 
, 

• imT systemS were pnMOWIly exempted from Regulation B. however; the Federal 
Reserve Board bas ruled that Regulation E must be.applied to EDT programs effective 

___________ ,_.¥an:b, 1997. 
I 

• One provision of Regulation E bas major cost implications to EBT systems: 
0' • ~ ~.A ~:sJi!lbility is ClIpped at $SO if the client reports the loss within two days 

" .' ~ I 'bt diSCovery. Losses in excess of $50 would be the responsibility of the card issuer. 

f\ 

In tbe case of EBT, program regulations place responsibility for liabilities with the 
State. 
i 

• CtieDt advocates support the Board's decision siDce it gives EDT householcls the same 
protections against debit card loss as persons with. bank 1CCOIlDU. 
, 

• hose opposed to applying Regulation E to EDT systemS believe that curreor program 
protections are S\ifficieut (i.e. use of personal m munbers and iuJmediate deactivation 
of lostamhtolen canis), especially when one considers that States are unable 
to'impIemcitt risk controls that ate available to banks, such 11$ revoking use of the 
Card for repeat offenders and chargiDg' fees to offset the Regulation E losses. 

• Reg B opponents, especially States, further believe that the cost of replacing benefits 
Coupled with the administrative costs of processing 8IId investigating claims would 
iIlmmetbe overall cost of EDT to die poim lbat cost neuuality would be threatened. 
SI8U:S' geDCrany support elimination of the: Regulation B requirement, or sbarlng the 
liabilitie$ with Federal agcDCie8. 
, 

• At least' two States. California and PenmylVllDia, are delaying EBT implementation 
UDIil the'R.egulaIion E issue is resolved. 

• 
• 

, 

USDA is interested in a solution that would strike a balaDce between appropriate 
c~ protections and maintaining the cost e1fectiveoess of EBT. 

USDA is cuaeudy eyabJating tbc impu:t of Regulation E in test sites In New JerSey 
aDd New Mexico for State-admjniWftCl systems, as well as Trea8U!Y's pilot of 
'Federal Direct EDT payments in Texas. An Intethu report of the liabilities and 
'adrilinistraI:i costs resultiDg from fhe tests should be available In early June. The 
final report is due to be released in tbe early fall. 
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! 
: 

, Anti Fraud PmpOl!l1s 

P003/003 

It ! Double penalties for recipient fraud from 6 months and 1 year to 1 and 2 yenrs, 
! I r=lpecti'veJ.y. 
i ' 

It I Authorize USDA to time-limit retail store authorizations. 

• 

I , 

11 ' Authorize USDA to require retail food stores to autbori2e verification of tax filing. 
, 

It i Require denied retail store applicants to sit out a waiting period (from 6 months to 
permanent) before reapplyiDg. 

--.-._-------------, 

I4J 006/006 

x ' Authoria USDA \0 set disqualification periods (inJ:illlting pennanent disqualification) 
for knowingly submitting an application with false iilformation about a substantive 

'\1"'''1 r •. ,..J.I"I":.',i~e" ... , .... r·· 

Disqualify retail store from the Pood Stamp Program for the lRIIIle length of time as WTC 
: disqualifications. 

, Authorize S1DDIDIIlY suspension during appeals of permanent disqualifieation; hold USDA 
hanDless for lost sales. 

, Requite civil and crimiDal forfeiture ofpmpeny U5ed to commit or facilitate felony 
offenses under w Act. 

Amend the Social Security Act and the IRS Code to expand the Department's authority to 
share taxpayer identification numbers-SSNs and ENs- with State investigators and law 
enforcement agencies to improve administration and enforcement of the Act. 

Mandate,use ofFeclcml Tax Refund Offset Program and Ul1CDlJ'loyment CoanpenHUon 
intercepts to collect claims: authorize allotment reciuctiOIlS for claims based OD 

ovcrissuances caused by State enors: set 25 perceut retention rate for collections from 
recipient error/fraud. amend Internal Reveque Code to conform with these requiJements. 

, , 

, Expand the definition of "c:oupon" to include au1hori7Jltion cards, cash or checks issued in 
lieu of coupons, or access devices (e.g., EDT cards and PINs). 

t, 

FSP-6 
: I 

I , , 
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becOnv, OFFicE OF fiE PREsiDENT 
OFFICE OF MANAQEMI!NT AND BUDGET 

Wuhlngton, D.C. ZOI,OMOO1 

LRMNO:4711 

TO: 

FROM: 

OMS CONTACT; 

FILE NO:1.tN 

111111. 
LEGI8LAnvE REFERRAL MEMORANDUM Total Pagee.,: --!L 

legislative Liaison Officer - See Oistribution below: 

,- (for) Assistant Director for Legislative Reference 

395-3386 LegiSlative Assistant'S Line; 395-3454 
C=US, AliT E AIL, paGOV+EOP, O"OMB, OU1 I1LRD, SIIJONES. Go:RONALD, I=E 
Jones_reG. .e p.gov 

SUBJECT: AGRICULTURE Proposed Testimony on POSSIBLE IMPACT OF REGULATION E ON 
ELECTRONIC FUNDS TRANSFER ACT 

DEADLINE: 5:00 TODAY Tuesday, June 18,1996 

In accordance with OMB Circular A-1S, OMB requests the views of your agency on the above subject before 
advising on its relationship to the program of the President. 

Please advise us If this Item will affect direct spending or receipts for purposes of the 
"Pay-As-You-Go" provisions of TItle XIII of the Omnibus Budget Reconciliation Act of 1990. 

COMMENTS: OMB testimony for this heering was previously circulated under LRM 4777. 
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LEGISLATIVE REFERRAL MEMORANDUM 
Dlltrlbutlon LIlt 

D ?; ,) 
•• .... .. \I 

LRMNO: 4711 

FILE NO: 1418 

SUBJeCT: AGRICULTURE Proposed Testimony on POSSIBLE IMPACT OF REGULATION E ON 
ELECTRONIC FUNDS TRANSFER ACT 

AGENCIES: 

47·Federal Reserve· Conald J. Wlnn • 2024523456 
52·HHS • Sondra S. Wallace· 2026907760 
110·Social Security Administration. Judy Chesser· 2024827148 
118-TREASURY· Richard S. CaITO· 2026221146 

EOP: 

Elena Kagan 
Ellen Seidman 
Ira 1=1&IIIRall 
Paul Weinstein 
Mark Mazur 
Lisa Kountoupes 
Alice Shuffield 
Steve Aitken 
Karen Kizer 
Jim Murr 
Tom Steck 
Ed Brigham 
Jim Radzikwskl 
Jim Beeson 
Tim Fain 
Alan Rhinesmith 
Harry Meyers 
Stacy Dean 
Lester Cash 
Edwin Lau 
Melinda Haskins 
Art Stigile 
Maya Bernstein 
Barry White 
Keith Fontenot 
Richard GrElen 
Laura Ollven 
Ken Apfel 
Bruce Reed 
Diana Fortuna 
Mary Cassell 

t.u. A-.... .. ? ...... , I.at: 
J;.t.- 1..4 __ '-J J 
J c() rr. G..~. 
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ttUPON8£lO 
LEGI8LATlVe REFERRAL MEMORANDUM 

LRMNO:'7" 
FILE NO: 1"" 

If your response to this request for views Is short (e.g., concur/no comment). we prefer that you respond by e·mail or 
by faxing liS this response sheet. 
If the response is short and you prefer to call, please call the branch-wide line shown below (NOT the analyst'S line) 
to leave a message with. legislative assistant. 

You may also respond by: 
(1) calling the analyst/attomey's direct line (you will be connected to voice malt If the analyst does not answer); or 
(2) sending us a memo or letter. 

Please include the LRM number shown above, and the SUbject shown belOW. 

TO; Ronald JONES 39~3386 
Office Of Management and Budget 
Fax Number: 395-3109 
Branch·Wide Line (to reach legislative assistsnt): 395·3454 

FROM: _______________ (Date) 

________________ (Name) 

________________ (Agency) 

________________ (Telephone) 

SUBJECT: AGRICULTURE Proposed Testimony on POSSIBLE IMPACT OF REGULATION e ON 
ELECTRONIC FUNDS TRANSFER ACT 

The follOWing is the response of our agency to your request for views on the above-captioned subject: 

__ Concur 

__ No Objection 

__ No Comment 

__ See proposed edits on pages ___ _ 

__ Other: __________ _ 

__ FAX RETURN of _ pages, attaChed to this response sheet 
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FROM: JUKES, j. P.4/10 

--
TESTIMONY OF ELLEN I~S 

UNDBR SECRETARY FOR fo'OOD, NUTRITTON AND l"'ONSUMER SERVICES 
U.S. DEPARTMENT OF AaRJCULTmlE 

BSFORE THE 
HOUSE C~MMITTEE ON BANK!NG ANJ FINANC1J1":' SERVICES 

S:iBCOMMITTBE ON FJNANe:-AL INSTITU'l'IGNS Al\'1) C()N~1JMF:1< C:\EDl T 
JUNE 19, 19)6 

~adarne Chairtnan, Members of the CommitLp.~, it i£: my j.:llcaslIl"p. t.o join 

you toddY l.o discuss the impact of apl-'lyi.ng the !·-~derC\l Re$E'::vc' S 

Regulation E tinder the Blectrcr.iC': '::'tlllrl~ Trilllsf'H ,\('t. v) tne Peod 5ta::'.p 

Program. 

Vice President Gore, th~ Fedf.lra1 EhH~I..l:·or:ic E(;'nefits (;,~BT) Task Fon:e 

and I aR rm-Chair of the Task Force and a~1 Undf!r .';I?c~-",~.ary for Fooe., 

Nutr:ltion and ConSUHlt!r Services at the tT .. S, PeparLOIr.nt or l\grictll:'..lre, 

r.ave eh.:l.mpioned the use vi: electronic bcnctH tachnology Lo deliver 

benefits to people. The Adminla;!l'.rar.ion hac: ~·C'(,o9niz:cci the chQllenges 

invol ved in implementing thi s ~,echn(Jln9Y; ch~ II e!lgli'~\ t ha:; ;'ncl".le.c ensur ing 

that people using the technology h.lV'! ... d'_alditt.~ prnl-"'C:r..i ell1S for their 

benafits. Regulation E is an important: ",st;.e iiffac::ing t_h~ imple.m~nt&tio:'l 

of EBT and all of the stakeho:d!:rs invQ.Lved. 

has been testing EBT for food etdmp i S:SU"I:t:~ oJm:t' 1984. IT! t'.h~ last tr.rae 

years, we have been actively working with Stales on iH\pJemen~in9 EBT 

nationwide, 
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The Administration recognized carl Y '.)r. I::B'l" s ~xtraol'diJ'lclry 1Jul.t:lut ial 

for efficiently, affordably, and securp.l y oelivcril:g progr<lrn bencfi ts anc 

improving the quality of serviG~ to food :;tamp roci.piem.s undreduc'i:1g tr.e 

stigma as,"ociated with paper cot:.pot:!'I. 1\l1d, we kr:.~ ... ; tha'_ i~lli·'.4in9 !;)od 

assistance benefits electronically wO\Jld n~vDlutjnni.ze the way we £Jrot.8ct 

benefits from fraud and abuse, 

Vice President Gore's R~pt.p'",bli?r 1991 Rp.p-=-1."t ()f Lbu Nati,oui!il 

Perfc.rmance }leview, From Ree! Tapa t:t> n.e.,ul t., cDllo::cl i:.:.>l.' l.lm rut" i d 

development: of a nRt. i.onwide system to d~l' vcr 9'L~v .. rn:nent berlefi to 

electronimilly. Tntl Federal EST Task ::'orcp. was Chdl:·t:~I"f~d to meet that 

purpose, Just over two years ago, lhe TClsk Fornc n::po:'i. I Prom Paper to 

Rl.etronio.. C~ •• t~ns a senefit Delivery System Th~t Works Better and 

Co.t. L ••• , was relc~sed. 

Since then I we have tr.ade treme!ldm~n !.;t.cides ; n l:ecd j :d.n'] the vision of 

that: rCpol't: to ",ake EDT nationwide ill th~ fullel~l. nt,ll"~ _. 'J:l~ card, .:.se.: 

friendly, with IInified electronic delivery ,)t govermellL rll:J(.1~d benp.fju~ 

under a federal-lltate partnel."fIIl.lp. Ot.. r' ""~'()!J n.'uo io noteworthy, r.hanks t.c 

t:he coopel"ation of the Federal a9t~:J'.'d~1-l ill:U I .. he ;.'~r.p.ra:" E:aT 'rask Force in 

w()r.ld.nS -with our State partners. 

Today, every state in th~ country, aE( wall as Lhc commonwealth ot 

P\":'erto Rico, is planning for EET ilTlpl~mer_,:ad.on. Thirty l)f these States 

tlave received a.pproval t.o proceed wj.r.'r1 trF.':\ r EBT prograi't',s,. '[he Souther!'l 

Alliance of States, under the guida.nce nf \:he F!'!der·:ll =:B:' Ta13K. ~'o::"ce, is 
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prepared to begin imp] ement,ation of combi '1('d Ft~del'a~ and St,lte EBT by Lilt 

end of tne yea:r. 

I am particularly pr"ud of tnc r.()]~ !If t"'"" Foed Clr,"'! :C)/IIlIII!rtflT.' Service 

as the lead Federal agency for EST. The Pocd S1. .. mi.l ;:roaram hao progn,ss~d 

from havinc:r 1ust six operatior:al EBT Gitcf3 :'r. 1 "CH. to thirteen sites 

today. Five States now opera~.e stat.f-!wi (3 .... f'!B':' 9ysl'!'~s: M .. rl1and. New 

Mexico, Texas, South Car~l!:'Ia ilnd l11.i.lh. nv~:r,-\ll. EST ;>c.rtic:ipat ion has 

inCrf~a88d from roughly f:')ur p(",rce.n.t ')[ '.it ... ~.ot.al FO::ld '::t.amp ~:r.le;f!!lo .. d ill 

1993 to almost fjfteen percent today. 

This Administ.:rat:i.oll is fully c(.:mmtttcd to Sf'lf-!i ng lhe promise of EST 

b~ccme a reality in every Sta:e. Over thE"l p.:I::-lt thr.::c yc:a:ca wf'! r:ave !naci~ 

BBT a top p:riority for the Depllrtment. WI:' :~ave rn~::: O~l:- ;:)epa!'t.ment goal of 

l:aving every State pl~r.n1n9" EDT by t.hp. (.!l'(~ L'! the Y::Clr. 

Since StatEHI began plan.niIl') for EST. t:h"".T:e hi5B been Cl'''''~'''l"IJ dbuuL L~l" 

impaot of !<c:gulation I!: on EBT systell",s. 

framework of legal rights Ilnd ,relStJullI:.ibil.i I. i ~I..) f():( c~'rd iSEi',l'!I'S and ca:cd 

hoJders in electronic tund trantlCt::L" i:j)'HL 1:'.!:I:1. ~I'!t t i fl:: ~p proccdu~t"'lS for 

processing claims of lost ~unds and I lmJting a cl1H=:~'u liab:~llty f=r lcss. 

Without Reg E, clieljt~ ar~ currently liable for all h~nefiL lORs~s 

resulting from transactions made with;. "al:.d card and Psreollal 

Icie:l.tificatlon Number (PIN) up t.o the poi nr. the Client notif:Les the EST 

system of a problem, 
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In March, 199', the Federal Reserve ~card i 89ued i:!I ded aion to ext.e:.d 

coverage of Regulation! to EB'l' syst.~tns (;ftcct.jve .i.n March. 1597. The 

Board allowed three years for Statl!c' an:! Pcdc:cal agc:1cicf; t:o determine the 

impact Reg E would have on EST cperat ing CCH:1U;. u:ld 1~:) riet".F.y.min@, should 

c(')Rt-effective alternative to issuing paper r.hp.ckD and food St:i:lRll' (;()uFor,s. 

Most stak@holders agreed tha.t therp. ·.o/,'JA ""1" prH.~ugh ""mpi:ricwl d"ta III Lhi .. 

area to project the impact Reg E .... 'ot.Old :'<~Vt>, (In lIDO'. 

Administrators for State-operCilted Fectel.·Ql p:r';)<;!I:amfl 1. i k ... the Feod Sta-:1p 

Program and Aid to Familias wj t.h ue;,:p&,l:dp.w: ':'hildrt'm eX}"J1:esacd c:cmcenl t.baL 

Reg R mi!:Jht lead to an influx of cla:..:ns of '''ll"uthori.2ed trcu')sacti0113, an:' 

in turn to increased costs due to replaaed honefite Il wae impo~=on= fc: 

out in praotice. 

At the same t.ime, we heard Crom IHi\f!.)('·~1;cs who bt'!.l ieved chat recipier::. 

/lIouse would be minimal, but were c:ollc:.~rne6 that I"f~c.i.pil;'nl.l) h",ve the same 

prot-ect ions as commerc'ial debi t I.:d.!·tl r:1.11'l7.omQrs. 

In ell! t!I££ort. tc.~ learn more about. the l:.Jtely impa~~tG of Hog 10; on 

benefit replac:ementFi and adminiAtr.at j.ve crmtH, .t~:e F'ood ~nd Consumel" 

service, in collaboration with Lh~1 Dep.l.{.l.tn~!lr.r; of Ii@""'t..h and !i.uman Services 

and the Treasury, sponaored several demOf!:Jlrat ione;. 

I would like to personally t.hank New ,-;el.·A~y. N(-!w f>\!:~xico, and 
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Citibank's Direct Feder.J. Program cpe.r:'atbn in TexiJs •• for vo:u::t:.eeLi!:y to 

participate in our 12 month eVOi:"~Cltion ot Reg E. ';'hese State6, their 

participating counties, and the Texas pr()j(~CL, have greatly ~r.v .. nce.d our 

understanding ot this importar.~ issue. 

I am pleased to report that. thE;! f'oed 1'1:1d ·:ons·.lmer .t:;l!,6rvice has 

completed gatherir:.g data on l:.ow Lh~ appLnltic:'l 0:' R(!':jlllo1i!'ioll ~ will. affe ... r.: 

EBT systems. and although we r.avp. lIot cotnp1 H:-.E!!d Olll' ~na i.yRie: of the ful: 12 

months of dl!monl'l:.ration ope~s':.ions, I would li.ke u .. pl'ceent OUJ; prelifTJ;:-.ar,' 

findings this mo'riling. 
'- . 

T.n our ~valuat;'on, we took a careful look .:"It recip:i.ent cla:mt; in ESl 

Ay!!ltF.!r.'IS operating wit.h and wit.hout ltegulCl\: i;ln E to '.,xami::e L':i~ ~:nr'R:::t on 

recipients and program administrative an:1 ben~fit (,0£;';:;. 

()'I.lr preliminary data show Reg r::: had .: ii·.t: I.e. if any, impact: on the ra·.:e 

of. claims submissions. Thi8:i B tho CCIOC ~1C:L'Od:i tLt--l t.hrF.!'e ma:or ·:ategories 

of claim eypes, ir.cluding unauthorized ~r';1I.lsactior_s, !.hf;~ '\'e.r'j diffF.reBt 

der.1onatration settings, 3.1'l.d all !)J()~rHlnll. 

Consequentl)', our pre11:"!1inary fS nd:'n:;lB (,;Ug9AAI.. that Reg E had little 

to no effecL 011 Lhe CC.)rst associated w1th l:<':pl ilced b"~,lll-lfi tE:; in ti'~ 

dF.!rnonstration sites_ Most claim~ for be;'1~fi.rs loot thrcugr. the 

unauthorized use of EST wen denied, Pm' approved claims, the resulting 

lialJ!] i r.y for replac:ed benefits aVEH'aoed jU:'lt $0. (l2 pto!;::. ('aae ~':'\o:-:;:h tor cash 

benefits and less than $0.01 per case month for :ood slamp benctita jn tl:e 
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At th~.8 point, the preliminary ~videllep. !ot\JggeBte that:, alc.hough 

Regulation E may not impose much addiUoni11 :::ost tc gover!1.m~r:t'.o'Il ng'P.IWj es 

and their EBT vendors in the form of replaced :Oen!!~:'ts. L~lt'! ;dded 

administ::,ative coste of Reg B operations mt.y hp. mn',p ..;"r,:;,l.cH::':"al. o·.l~ 

evaluation found that adminietrativc ("oats VAl·' .. P.1'l r.nnsi ~eral:;:y across s;.-:ali 

For direot Pederal paym~nt programs, s"ch as t he one we studie.d in 

Texas, thA i!lnminist:nttive costD of :<\":9' E nq,JRllled f,:O.19 per CllDC month, 

compared to costs of from $0.64 to SO.94 pel' tJ<JH<:l month for claim!> of lost 

each DonQfit9 111 sLI!lt.e-loidmini",tered J:'ederal pro~r"l",;l. 

For elaimc involving foou ",tamp benefi r.~, whi:'::l were fewer in number 

and did not involve automatlc teller machine (ATM) "~:sdl~p~ase~," the 

:ldministrat.lve costs of Reg E operatic."JnCl r .. bowcu li~'_~~ '10/'.;",:.':'0:: ~!'ound cm 

average of $0.26 per CMGe month. 

In contl:ast, Lll~ .. dmlIli8trative costs ot invest.i~at.:Lng ,':1 a i.ms i:1 tl:e 

comparison site, which did not :'mplel1\ent Rt;>9 E, avc~(l9'cct only o.oou::. $0.02 

per C(1!;1e month for AFDC claims a:ld $(1.01 DE'll: CaRp. month for food stamp 

claims, 

Later this year, when our [imll :-epo:n. js ava:l:'able, we ,:'.ay se.e a 

Romewhat. different picture of t:he demonst):ation IJj1.(~R· (~'x.peri.ence wit.h 
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dl:lims and admjnilltrative costs. The (inal report. will be:! based Ul: data 

from the tull 12 months of Reg B opero\:iOl1o at. 'each sit<:- "nd will .i.nc]ud!" 

some administrative cost compn~~n':s not yel. co;npEcd. such ilR r.n!ileworker 

time, and coste associated wit.h fair hea2'inljr3 ar:d n:-coupmenl: proc:f;!d\lres, 

'!'::e final report will also aSS'!!B8 cost-!'; that] j.kely would not be 

incurred ir. a non-demonstra::.io::. fj:~t.U "9. ;w .... el:. as e:sl.; m~L~ ':he :i.ikely 

impact of Req Eon t.he cost-neutrAlit·y I)f EST, 

of special intar~!'It, will be the sit-e,:' own a8SeElc:mcn:: 0: how stllffir:!I 

and operational procedures can b~ modified ~:\") i",~h:t;lI*" ..,ven greater 

effic:'f'!ncies in providing the client protections t:rJvi.sioned by th~ Fedel'a:' 

Resc)-ve' J;J Soard of Governors whc;:~ t.he:! BO;ll'.'d ruled !.hnt. He:guL'l.L.ion E Ghoulj 

apply to all EBT systems. 

Madame ChaiTmcm, this concludes !':'Iy prl?pi'lrfHi remarks, I \\'ould be happy 

to answer any CJlHu!lt.ioIl8 you or the Mc;~nlit;nl Ed ght hd.Y~, 
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INTRODUCTION 

'Thank you Madam Chairwoman. As Controller of the Office of Federal Financial 

Management in the Office of Management and Budget (OMS), I work on Electronic 

Benefits Transfer (EBT) with other offices in OMs and with program and financial 

management officials in the Departments of Agriculture. Health and Human Services. and 

the Treasury, as well as the Social Security Administration. The Administration 

appreciates the opportunity to testify before you today on the impact of applying the 

Electronic Funds Transfer Act, and its implementing regulation, Regulation E, to benefit 

programs operating EBT systems. Our goal is to build a nationwide EBT systems by 

1999 that uses one card, is user friendly, and provides recipients with dignity, security, 

and access. We propose to do this by promoting individual responsibility to minimize 

fraud and abuse in EBT systems. 

CUSTOMIZING CURRENT LEGISLATION 

Recently, I testified before the Committee on implementing a single-card EBT 

system, partnering with States and using the commercial infrastructure. EBT is a 

payment method similar to Direct Deposit except that it serves those recipients who 

DRAFT 1.3 Page 1 
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receive in-kind benefits, cannot afford commercia) banking, or otherwise do not have 

bank accounts. However, due to the unique characteristics of EDT systems and the 

populations they serve, existing consumer protection legislation does not adequately meet 

the needs of participants in EDT systems, nor does it provide States the needed authority 

to prevent fraudulent claims. Still, many provisions of current Jaw and regulation provide 

valuable consumer rights to all bank customers and should be applied to EDT systems. 

As such, we would propose that existing consumer protection legislation can be 

customized for those EBT accounts that are not owned by the recipient, to strengthen the 

relationship between the State and the benefit recipient. For EBT accounts in Federa\ly

administered EBT programs, where an account is in fact owned by the benefit recipient, 

existing legislation is adequate. 

WHY CHANGE IS NEEDED 

The current provision of law for unauthorized funds transfers is not adequate for 

EBT accounts owned by States for three reasons: . (1) States are concemed about 

unlimlted liability arising from repeated losses, fraudulent or otherwise, in accounts that 

they cannot close, (2) if there is a problem of unauthorized withdrawals from the EBT 

account, the State currently is obligated to reimburse and continue its relationship with 

the recipient, and (3) recipients of means-tested programs generally cannot afford the $50 

co-insurance payment provided for under current law. The Federal Reserve Board 

recognized these con cents when it esta~Jished a moratorium on the application of 

Regulation E to EST systems until March, 19?7. 

Under current law, a financial institution has the discretion to determine to which 

consumers it wants to oIler electronic funds transfer services. .J fthere is a problem of 

DRAFT 1.3 Page 2 
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unauthorized withdrawals with a commercial account. a financial institution may simply 

no longer otTer electronic funds transfer services to a given consumer. 

If there is a problem with an State EBT account. the State must continue its 

relationship with the recipient. Without a backup paper system, this means recipients of 

in-kind benefits, such as food and nutrition assistance. will continue to participate in EBT. 

In these State-administered programs, a monthly fee is paid for by the State pays for the 

account. While the State owns the account. the recipient is responsible for safeguarding 

the card and PIN. States arc concerned that current legislation does not provide recipients 

with sufficient incentive to prevent losses. As a result, States fear they will be stuck 

paying monthly fce~ that arc higher than necessary. 

ACTION FORCING MECHANISM 

Many States have organized in regional alliances to implement EDT, such as the 

Southern Alliance of States, the Northeast Coalition of States, and the Western Coalition 

of States. I have attached to my testimony a list of the EDT alliances and their member 

States. States in the three coalitions I have mentioned are scheduled to begin rolling-out 

their EBT systems next March, provided, that there is a solution to the problem of 

consumer protections. The alliances are concerned about proceding given the impending 

end of the moratorium. 

COMMON GROUND 

To address these concerns, we have been working closely with States in these 

alliances and with consumer groups to find common ground that encompasses those 

rights that should be applied to EBT while addressing those factors that make Statew 

owned EBT accounts diffe~nt from consumer owned accounts. We believe that many 

DRAFT 1.3 Page 3 
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States and consumer groups can agree on the c~mmon ground of the following four 

principle!!: 

I. A Responsibility Standard; 

2. Addressing Recipients Needs; 

3. Administrative Controls to Prevent Losses; and 

4. Shared Federal and State Financing. 

First--a responsibility standard. To avoid the potential for unlimited liability. in 

general, the recipient should be liable for unauthorized transactions involving a valid 

access device, or EBT card. and PIN. Thc recipient !!hould not, however be responsible 

for those losses that occur after the recipient has reported the EBT card is missing. the 

PIN compromised, or that continued access is denied to a person previously authorized to 

use the EBT card. The responsibility standard should not apply in· cases of forced 

initiation. that is, when force is used prior or incident to the withdrawal, if the recipient is 

willing to cooperate in the prosecution of the person who used the EBT card. In such. 

case. the recipient should be reimbursed in full. The responsibility standard should not 

apply in cases where a valid access device and PIN were not used, such as systems errors. 

Second--To accommodate the responsibility .o;tandard and the unique recipient 

population, EBT systems should be designed to respond to recipient needs that current 

law does not require jinanciallnstitutions to address. EBT systems should include a toll

free hotline. easily accessible 24 hours a day and 7 days a week for recipients to caJl and 

request that account access from their access devices be blocked. States should provide 

recipients with adequate notice, and training as needed on-demand, of how the system 

works. States should also allow PIN selection on-demand to discourage recipients from 
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writing down the: PIN on or ncar the access device. States should conduct an 

investigation before denying any claim. And claim denials should be: subject to fair 

hearing review, at the request of the recipient, to ensure proper procedures-were followed 

in the investigation and determination. 

Third~~Adminjstrative cost controls to prevent unauthorized funds transfers and 

claims. Based on a State's experience with a given recipient, the State, or its agent, "may 

want to provide a recipient with an alternative method of accessing benefits. As an 

incentive to safeguard access devices and PINs, a State: may want to impose a fee on 

replacement cards that reflects the reasonable cost of producing and distributing the card. 

Andftnally--Shared Federal and State governmentftnancing of the cost of 

providing these consumer protections for State-administered Federal programs. Almost 

all of the costs associated with providing these consumer protections are considered 

administrative costs for the purposes of Federal reimbursement, generally at 50 cents on 

the dollar. Ihe remaining costs involve replacing benefit losses only as described above, 

such as in some cases of systems crror or when the withdrawal was initiated through 

force. 

lbe Federal government should participate in funding these replacement because 

the electronic EBT environment is much more secure than the paper environment. In 

paper bcnefit del~very systems there is a negotiable instrument, such as a cheek or food 

coupon, which can be lost or stolen after it is in the reCipient's possession .. EBT is like a 

vault with two keys: the card and PIN. Because the card arid the PIN must be used 

together to withdrawal funds, many losses that could have occurred in the paper 

environment, after the recipient is in possession of the funds, are prevented with EBT. In 
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general, the government will only be liable for EBT losses that are not the fault of the 

client. This includes new situations, not the fault oft~e client, but for which there is no 

analogue in the paper environment, such as forced initiation ofa withdrawal. 

CONCLUSION 

States and recipient advocates have expressed concerns that current law is not 

sufficient to protcct States Bnd recipients from potential liability in EBT systems. Wc 

believe that customizing current legislation to reflect four principles will address the 

needs of both States and recipients alike. These principles are: 

o a responsibility standard; 

o Addrcssing recipients needs; 

o administrative controls to prevent losses; and 

o shared financing. 

We believe that adopting a customized approach, based on these four principles is far 

preferable to a complete exemption from Regulation E. The customized approach gets 

EBT done and advances the our partnership with States, particularly in the area of 

financing. The customized approach minimizes the potential for fraud and abuse. The 

customized approach basically eliminates State liability when the card and PIN were 

used. And the customized approach encompasses many basic consumer standards that all 

consumers enjoy today. A complete exemption leaves these issues unresolved and in fact 

only adds new issues as each State must now create consumer protections de novo. 

We hope that many of the States and advocates testifYing today will repeat this 

message and provide more description of this common ground. We are available to work 

with Committee staff in developing bill language that includes the principles wc have 

articulated. Again, thank you for this opportunity to testify before you on EBT. 
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SENT BY: EXOP 10MB ; 6-18-96 ; 2:48PM ; OFfM-MIB~4049360904 

BXKCUTIVB O~~ICB O~ TBB »RB8IDBBT 
OP.IC8 OP KAHAG~ AND BODGBT 

O~.ICB O~ FBDERAL FIBAHCIAL KAKAGEKBHT 

I'AX COVD SBBB'l' 

•••••••••••••••••••••••••••••••••••••••••••••• 
lJ\UII)er or •• g... SI )( 
(EXoluding this Cover Sheet) 

TO: G..LG N 1\ 1< A' AN 
AGENCY & ROOM NO: WI-{ (~.:l s~ L 

OFFICE NO: 
FAX NO: Go - I (;&.j T 
•••••••••••••••••••••••••••••••••••••••••••••• 
FROM: :\J.A\ jSt::SSLV 

OFFICE NUMBERS: s 4f 5" ~ ~ 9' ~ ;;,.. 

Dai:e. 

Office of Federal Financial Management (395-3993) 
Financial Standards and Reporting Branch (395-3993) 
Management Integrity Branch . (395-6911) 
Federal Financial Systems Branch (395-6903) 

FAX NUMBERS: 395-4915 
395-3952 

•••••••••••••••••••••••• ********************** 
(1c;. Rt:Q 1)&~"I::1), AIT~U(~· 1.S:. TI-tE FI::~I;'~L Rf"&~i!.V~ 
\ Cfcr Y iCULIJUG-, 

L~T MG" KNoLJ l.f '10r,.) .u~~ A,.J'1 BA:C.K6~~~1). MAT"~lAL-. 

,iU,uI(S 

;# 11 7 



6-18-96 2:48PM OFFM-MIB~4049360904 ;# 21 7 

10676 . Federal Registr.r I Vol. 59, No. 44 I Monday, Mnrch 7, 1994 I Rules and Regulation:; . 

FEDERAL RESERVE SYSTEM . 

12 CFR Part 205 

(flegulaUon E; Docbt'No; R-G829) 

Electronic Fund Transfers 

AGENCY: BOllI'll or Govemol'!l of the 
Federel ReS$rve System. . 
ACTION: Final rule. 

A1M r.m:ls nnd other aIT.CSS tlt1viccs: electronic dl1livcry ofhouefits from 
di~I(JSu", of tcnnsllnd r.ond ilions o( no governmont programs, pursu~nt to n 
EFT servic:e: documentation of. rocommendalion fran. the Nation~1 . 
electronic fund transfers by moons of Performnnco Review. In IJecernher, tho 
terminal rccuipts ond account EST Task Forr,e wr!lte to th~ F9d~1'(l1 
statements; limitations on consumer . Reserve Board, exprosslng thA fedcrn!' 
lIability lor unnuthorized transCers; agencics' commitment to providinll 
procoduros for error resolu,ion;'and consulller .protoctlon for foBT rcclpinllts, 
certain rights related to prcauthori7.ed and noting at the same time thA II cod· for 
transfers.· . program integrity and 8ccouillability for 

The EFTA is nut limited to trnditional puhllc funds. The EB'l' Tusk Fo~ 8skl1d 
SUMMARY: Tho Hoard is publlshing.a finanCial in·~titution., holding' . that the BOard provide ti thrco.yellr .: 
final rule to amend RcgltlatiQn E, COnpuIners' o~:counts. FQr Err servir.(ls ~elay in .the effective date if the Bontd 
purn\lant to its outho(ity upder sections mnde. ovailable hy entities o.th(l~ thf)Jl.on shoulq ultimately d~dc tu apply 
90~(c) and (d) ofthe·Electronlc F.und lICCOunt-holding financial instit\ition, Regulation E to EBT programs. The EHT 
Transfer.Act, to coverelectronicbanefit' the.8ci .. di~ the 13oard.t~ assure, by. . Task Fo~stated that this delay was '. 

: trllIlllfor (EBT) p.J'08l1!lllSe$iblishecIby· "reglllal1on, thntthe proVISIons <;If.the !let .. nOceSSli.ry·fur imlliementing E.JOlT·in 
fedeml, state, or local govemm~nl, . . iI11! ~lIde IIpp!l~ble. The regl\lal1.~ ol~ accord8.ll.ce with Regulation E; among 
agencies. 'ElIT programs Involve tha,· '. apPfrn; to enllti!lS !hnt iSSue IICCes~ .' other things, tb~. ageill';les netldep ihe 
issuance Of access ca~s end.pei'sonal dBVICOS lind e'!tor I.nlo agreeme~ts with . time t9 eollecrand eva.luate contpar:llfvo 
idontificotion numbers to rcr.i piellts of . consumers to prov.rlll EFT serVIQ1~. loss' date: at EBT test sites. data that they 
·gove.mlllent hIlnefits so thllt tbey can C.(;!vemmimt Programs lIlVQlving could then usc as the basis rOT seekij.~ 
obteiJi their benefits through'autmnatpd Electronic IJelivery of S(!ne/its legislativa .authorization and funding to 
tellp.r machines and point-of-Gale . The f~dHral government, in pay for replacing benofits lost duo tu 
terminals .. The ftnall'lIle applies 'conjunction with s\(lte and 1nc.,1 1lI18UthOri:>Ad transfOl'!l. 
Regulnllon E to ERT programs but. SIlts I k d ( I 
forth certain limited modHit'.IItiOlls agonc es, is wor i.ng to exp<1n 2 piscusslon 

. eloctronic delivery of governmollt . . . 
under autbority" granted to the Bpard by oonafits both for dirt1Cl fedoral hellefit BocrdAuthorily . 
section 904(,,1 of the act. lJl'pailitular," prog\'&II)s and for federally funded .' Tho' Federal Reserve'Bo;rd lias a 
periodic: account stntements ara not .. progr~1II8 that arC state administered. An broad mandate under the EfTA ttl 
requirod if account balollc.e inforirietlon . electronic ba'nefit trans for (EDT) syslem determine coval'1'll.\e·wben p.lectronic 
and written account hiclonos 0\'(1 ~ade functions'much like a private-set tor lllll'Vices. ant o!1:ered by other thnn 
available to benefit recipients.by either . I'!:Fr program. nunelit recipients receive tradili~ruil financial i.nstlMions. 
spnclfied meanS. This.rulOn\.a~ng : . , plastic magnetic-stripe cnrds and . . Sedion Q04(d) P10.vldes that in th!! . 
diiet:lly nffects government IIgencioo. . JlOl'8onal' identification numbel'8 (PINs) . event Err services ore made available to 

· . that administer EBT prograro.~ ~d .. · 'lind aCCl!SS bimafit$ through eloct~nic·:' . - .consume", by a person other than II 
: indirectly ofJ~s' depQ.sI,tuty.institlftlons,· :termtnals. For cash benefits such 8S Aid." .fiiiaDclal·l~tituli~n holding II . 
· . andothor privat~tot enti~OIl;' .... ' to:Families with Dependent ChlJ~n consulr!er'Q.~ou.nt;the Board shall 

PATES: Ef!fICtive date: February 28, 1"994. (AFoe) or Supplemental $ecurity '., .enSUn) that·tha act's provisions arc . 
· Gompliantfl date. To pruvide adequate: .. Income '(SSI), the programs moy use .made applicable tu such persuns pnd 

time to propanl fOf.complillnco, the.' existing private-rector ATM networks lIS secvices.· .' . 
Bow has (lelaycd mandalory well. us .\'OS terminals to disburso ·The legiidativll"ll'istOry of tho EFTA 
compliance until March 1. lU97. 1!enefils. Fot food stamp pl1rcbases, Iho providns guidanco on the BOllrd'~ 
FOR nJRTHER INFoRMJlTION CONl'ACT:'JnnO programs use ros Ip.nninals ill grol.:ery authority to.dotermine ifpnrliculnr 
Jen~lln Gcll or Mary Jalle Scobach, StafT mOrell. In soma cases the POS . silrvlces should be covored by the act. 
Attonaeys, or John C. Wood, .&;tnior equil,ment is c1t.dkated solely to the '. b.1sM on whether tr:msfors are initifltod 
Attorney, DiVision of Consumer and 'EDT program, whilll in others it olso is aledroniealLy, wlifithAr (:mront law~ 
Community Affairs, at (202) 452~2412 used for prlvete-sector tr9l1sllctions_ provide edequate consumer safagutlrds,. 
or (202) 452-3667. For ~e heartng .. '. For manY'slato and local agencict;, and whether covcri\(,'It is neCC88ary to 
impaired oilly, contact ~rothe8. .:'... ~ may provide a way to increose achieve ·the IIct's basic' objocti \/es. 1\.' 
Thomp6un,.Telocolnmunic:nttons Devico opel'!ltlonol efficiency, to reduco costs. . Soriate Banking Committee report nollld 
for the Deaf (TOO), ilt (202).452-3544.. . and·to)mprOve service to hAMAt . .that thl! statutory dolegallun o.f 8t,1thOrity 
SUPPLrtMENTARY INFORMATION: .rocIl)lents. Federall"llislation ,hat too~ . to the Doard onablesth& ~0!lrd to . 

. ~Ff~ April 1, 199<1, provided IlAW C?'llmlnell,ew 8,E)rvices"On a case-oy.C',,'UIC . 
(1) Backgrowid Impetus for the uSe of EST, authorizing 'basls;thilroby contrihutlnt: substanlinlly 

dJFi' Act and R.""u/ation. E the states tQ lISe elee:.1ronic·delivery" of to.thellct's overall offactlveness. l1ie 
-" .food·clamp benefits in place ofp:tper... Con~lIS contemplated that, as no one 

· RogtalllliOn E impleQlents ihe . '. . coupon.<;; Statt;1s previouslY'could seek .. could 'Coresee EFT·developtnenrs in the 
.EI9(:lrunic Fwid Transfer Act (EFTA), approval to Use h"BT for f!>Dd clamp . futW'O, regulations wo.uld kllap pace 
The act lind rogulation cover apy. . benefits only on 1\ demonstration bas.is.· wttb new .8Qrvioos and asm" .... th8t tho 

· electronic fund .lral)sfer initiated· . Currently, about 30 slates ha.ve EBT . oct's- basic protEit.1iolL' contulue to 
· throufW an outomated tallAr machine pnig/'Q1lI8 in diffe",nt stages (If opellltion . apply •. ~ S. Rep. No: 91.5; S .. Rep No. 
· MIM); point-of-sale (POS) termin!!l, ' ordeve)opment. .', 1273, 95th.Cong .. 2d·SaR.~. 7.5-26 (1978). 
· automated clearinghouse, telephone . ". In November.t993, the ClilltoJ\ .... :In Pebl(Uary.199a the Bonrd pUbllshlld 

bi!l.paJment systllm; orhome:baJ~Iiglldrnlhistrati.pn ASlllhlishilc.l a Federal' .:" ·a.priip~',o am~d Regullitio!l F. to . 
' .. program and provider:u!~~a,fgo~·.'·EI~!lic ~!lnt5 Task FOJl:e .. The-·, ..... cover,Wl'rogmns, with cai1ahi ': 

.: '. ·th~e~d o.~erl!!lectronic ~,I!fers.~e '. ;group 8,ass~gnod:\8tIk,.is.to-develop ond'" .modi6ceHons.58:~ 8~14, Fel>riJBry 17 • 
. ;': 'r, . :" rell\llatloi~ get~. rulesJ~r,the ~8$.l!IlIlce~fi·l~~Iement 8 oatlonw:ule ~ystemJ~r the" .'lgg:L1hIl:,~rdliehev~a tnat a n)llJlbor 
. . ,'. ", ,. -' .. ," " ... , . " .. ' '. ' '. '.:.' . . 

" 
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fa(;tol"J support Regulation E (;o,;'e!3go' "COni;u~~1"~~t·acC:.()bnb·· '. A~iiil~iQ~ nip~~t~ o~'thlit g;;-,lip: 
iill" progroms; EDT reclpients use th~ . distinguishes thom from business-·. '.:' iucludcd th!l l)'tiBsUry..' Dcjioitm'oIit's '. 

;aJIl9 khu'ls.of access devlce$ and . . pu~ ar.cOunts, whioh a'ro hot 'Illlbject 'Financial Management ScrVic:e;·the :"', 
.9luctronic tennina!s in conduCting' . 't.o tha reRUlati.on. . . , . . ' Agrkulture Deparltn'!nl's'Food arid':' 
tranS<'1ctiuns as do consumers of E~T' Tlie EFTA'!! ~verage is not limited to Nutrition Service, the Health 'arid '. 
setvi\.,'tl1l in general.· Indeed, in EDT traditional depository in'5titutions; but' Hwnan Scrvir.cs !Jev.Jtin~nt's Sodal 

. systems that piggybaCk on existing F.l-~r m~y extend to ony {lerson (including' a Security Administration arid . . 
networKS, the tenninals usad are one' . goverriInent agency)"· ~ .• who is.~ues Administration 'for Child~ and.. . 

.' ~nd the ".mA. ThA tren8OC'tions .: an nooess deviCe and agrc~ with 'a .Families. tho' Offictl of Manogement and 
. themselves, sucb as cash withdrawals .. ' consumer to provide electronic fund Budget, and nthor'fedatal agencies that 

'. and pun;hoS9s, lite alsq slmiw. tran.,fer services." In tho rJ)!;A of EaT bave an interest'in planning for EST 
To .ohtnin henefits. recipients insert a pTogmms, ·the RQ.'1rd's action wilt affect· systAmll. ~A MAAring'r.nnnnittp.e's . 

. IIlsgllclh:'stripe CIIl'd into a tonnipal thilt primarily govemmIJnt agencie's that . . proposal primarily' differed from thn 
, re:ids thn oncoded In~~nnation, and" .' , administ"dIDT progmms and issue EDT nuard'5 proposal in that benefit 

ellter 8 PIN to vaTlfy the~jdentity;'The cards to benefit rflCipients for acceSsing . recipiel}ts would be liablo for . 
. terminal comnllmlcat~ wIth a ~tabase '1;ienefits. or'that 'anange·for such:. ..: '. 'unal.\tho~zed transfe;l'!l S¥hjOcl to certain 
'to nscertain that ft reci'pient is eligible.. . sllrvicas to be provided. 'The revis,ed rule .. cOl),ditions, and, tho error rcsoli.llir.)n . 
fot benefits. th/!t the c3rd Iia.s. not been.' wiU arred only indirectly most' , . requirements would Dot apply if lin . 
reported lost or stblen, ani:lt)1atbcJ\l:fj~s, dOpoSlfory inmtutions and othllr· agency·maif!.tained "efficielit; fair, and 
ore aVlliln!JIIJ in nn IImount sufficient, to prh1ate-sector en.lilies. , limlllYrfocadlll'9S" .for resOlving errors 
r.ove( tho mq\laslad tl'l\llsactlon., In cash BOl!Td's 1'mPo,~(I1 an'd disputes, including an appeals. 
beneOt IlnJflra'os, tbe r~ipiel!-t receives ' . procuss. ' . ' 
n cl!sh disb\1rsement; In tile Ca:;e of food ' While the Roard [lropo~ntl g01\9I'<Ii AntiCipating public opposition to 
stamp IJenafits, the recipient's allotment coveroge of EDT undar the EIT A, the Regulation E ~verage, the Board in tho 
is ChUrgAU an,) tilt! rnen;h'anfs aCCo\mt pro~sal vubll~bed In Febru~ry 1993 propos,,1 indi(;ljttld tllat commenters 
credited for the amount of the .food mo~lied.certam doc~l~,enta.t1on should offer explanations of why , 
purcbase. From Q recipient's viewpoint,' reqll.lrements, r8l;Of!mz'''1l ,;hf'{e"'''(;I;l$ . modifications in the regulatory 
an EDT system fum.iions much the,same bet~een EBT and EFT systems. A' reqIlirements were needed, together 
as if thereclpielit had an o~inary' :.' .. peri~dic ~t~tement \~ould not be, with speCifics such a~ data on costs. , 
checking accoun~ with direct depoSits of:· ,reqUIred If mfonnahon ~bmlt eccount Approximately 35 commenters induded, ' 
goyenlI,Jent benefits and With·J\ 1¥and bil,lanc-:s an~ acc.ow~t hIstories, were, '. estil;l\otes of the additioruil cost they . : 
POS seryice available tiro~ the. ;." '"..... othe~l~ made ~voll~l?le to consumers. believe,d, wouid'!Hi imposed !IY.:, . 
benltfil~. " . ',,' , ,., In additio?, mo~ficahons ware., ';' . R~lation E.lilsome Clises.thc., " 

The Board belioves that tho strong proposed ~ Jhe.~~s o~ the Issuance of . estim/ites were quite,detailed. A few. 
similarity of t:BT systcms mid other EFT 'llCC6SS deVIces, millal disclosures, and eslimatils were .baSlld on agency,' . , 
services, the act's lcgislnti1io hjstory,., . ,the notices on er:or reso.lutioll ".' experience yQth the replacement oflool 
,8Ild the language of ~e EFT A:"arid. procedures, to taIlor the ,reqUirements to or stolel) ~: in EBT programs. Most' 
Rogulotion E support cov0!3gQ of KijT EIlT progmms. ' . .' . of the. cost 'estimates wore ~sod ~n loss 
programs under thl! nct androgU}ation:' , ?e Board IOCelVedQ~prO"'lmately andfruiJd experience under existiJIg '. 
Therefore •. the Boord has dcterrruned '17" CQrnment lette,rs Ol)lts prop0lf81. paper-based !ienelit.programs (such as 
that ERT programs must comply with froJ;ll a broad range of CUIDDlent~rs.,. mailed 'AFDC checkS imd mailed food 
tho requirement~· of Regulation E as . About 125 c\lmI?el1ter5-ln~ludlll,g s~ale coupons). Nationwide, one group . 
modified by this fin;t1 rulo, pUrsuant to and local age~cles that pro~ld~ be!1~fits, estimated the projected costs due,to 
illl authority undor 004(c) nnd (d) of tho fndeml al!nn(".ICIl;.finnn~la} m~tltut,ions, Regulation E, In worst'case scenarios, to 
E,·TA. .' nnd n b.'\nk tradoll;SSOClnl!on--apposed be between $164 million and $986' 

Tllp. nMnl'~ ndinn, amp.II(!ine IhA thlt Board's proposal. Ma,w oC them milliim annually. , 
r~gulutioll, supersedes anlntllrpretation requested an exemption for EBT Mnny eommontnrs SIIAAl1stlld thnt 
ill the OmGiuJ SturrColIlIll~1I11!IY to' pl'Og~ams P"om the RegulatiDIi E liability private-sector financial institutions 
Regulatiun 'E (12 CFR partZOS; supp. II). nnd orror rcs'~lut!on rules. They o."lSe~, differ r~om governmant agencies 1.0 ~nys 
The commentary stated that an , . . that Culleppbcellon of Regulation E. that relata to how'compli.once costs r.on 
electronic payment of govomment' would inCffl9Stl the CO$ts of delivarlllG be bume. For exnml'ltl, financial 
heneHts was 1I0t 8. credit'or debit'to'a.. bene/its to the point that offering EDT Institutions' cali control !lleir cos~ by , 
'.'consumer as!:el ar,<;(lUrf~" bocouse Iho . niight not bEl economically feasible;.. selecting. the cus~omllrs to whUIR they , 
~i'.r.o,ml WAR MtAhliRhAd hy a ~'. 1,lAr.AI!SA F.fIT progrnnm may he only are willing to offer EFT services, 'whil~ 
government8gency tll~er than the: . Illarginally cost:effectiva I)von withou-t program agencies mus.t aecept.all wh'o , 
consullier IUle recipient). The Board has fa(;toring in Regl!iatiul\ "(;'''''I'Ii~",,;e qualify for the be~efit program. If a . 
'reexamined that interpretation, and has costs. They, expre.ssed. the view that the customer of a financial institution is 
concluded tl1at a sufficient basis dOes. expected adv~J1tages. of ":fiT might not suspacted of engaging in fraud, the 
not exist for eXCludingthcsc account'; be realizod if Reguiation E were to institution can tenninato tho nccount 
from Rcgulntion E's, coverage. ~pply, nnd th.at its application would relationship. In a like situotion, on 

The oct defines tbo fArm "OCCO\lnt" to hi.nder tho i~tr04uction or expanr.ion of agency could shift A I'(l(;ipient from /::ilT 
metln"a demand deposit, savings. IlRT prOP,nims. " ,lu.dc.ln Ilia paper-ooSfJd system. but 
dAposit, or olher asset account· " • as Tn place of the Board's pmpm;.,l, the cf)J'nmentets belie~ it may not be, 
dtffil;ribcd ill regulations of the Board, majority,ofllle (;Qmmeol~lrs suplX'rted fe~siu)e to uperate dual systems .. 
l'stol)lt'lhcd primarily for personal" recommendations given to the Board in Similarly, commCIiters noted, privatI)-
r~lnily. 01' household purpoSllS' • .... May 1992 by an interagency steering S6(:tor institutions h:mdlo losses rehltorl 
Reijulatlon E 'l."es substantially the sam" committee ()Stnblishcd within the to the Regulation E I:USltlOlHr-li"hilily . 
wording. ,and refers to "other consumer fodoral govllmment to coordinate EBT limitnlion~ by spreading the losses pver 
a8~R' Recount." The rofnrence'to . C)tforts among program agoncins. !hllir entire customer'baseln tlle farm ur 

',. 
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inc.nlil:i\td fees or reduced interest pllid. complilUlcc optional until Mtlrcb I, 
. A""",des canD,ot do 6U, a",llhlll; 10ll.<;llS 1997, in keepiJ111 with a requesll\lccivcd 
would hOVA to be paid 0111 of tax . in Docombcr 1993 from tho i'adcral t:BT 
revenues, or, where ptlnlliUed. by Task Porer.. As discussoo above, tho 
reducing benefits. If neither method is m3T Task Fore .. , which represents all 
available. then the EB'C program would tb~ major agencies with large individual 
be cllmlnute<r or cut back. . benefit programs: asked for ilie throo-

generaUy required to comply with IIIl 
lI(lpliC'd,hlo .sections of the rogulation . 
SHr.!inn Zllfi.15 contains 1119 modifiud 
niles for EDT programs on the isslllmcn 
of UIX:tlSS devices. periodic: slatemAllts. 
initial disrJ06Un1S; liability for . 
unlluthorized use. and IllTOr rorolution 
notices. A pproximalaly 35 commentcl'$ year delay $<'llbyl "Ilent:ies Could . 

supported tho Board'S proposal. Tbis develop and inlplement a nationwide PaT8!jJ'sph {a)-Govemmcnt AgOllt.)' 
group included ad,:,ocacy IlfOIJPt; for· system for delivering multiple'progrom Subject '\0 Regulation 
benofit recipients, fina~ci81 illstitution~, benofits In r:rnnpIiRn(;ft with Ragul .. t!on 
a b.1nk trade association, Hnd E. • .. Paragraph (al(l) 
·individuals:These commonters agread 1110 BlI~n.I'~ modified millS tor EDT . The achnd regulation define 
with the premIse ihat the same rules. programs'are limited to programs fDr coverage In blnns of. "Ci nancial 
shDuld apply to 'ooth BDt' recipients. and disb~ing wolfnre and similllJ' in$tilU\ion:' Coverage I,ppli~ to entitios 

· 1!l'T, IIsars in the genorlll·public •. and thol gOvertUpCtl\ h(m~fits. Some of the, that provide EFT.,:,!rvIQlS to (;()llsmners 
both gQvemm~rit ~d private-sector '. . military.Slll'Vic:es, as WOll.~8()8rtaln wbettiertb$e entities aM ""nb, other 
organization .• offerilllrEFJ' servi~' private:-sector,cmployets. have installed depository instltuti'ODS,.or other·typcs of 
should be 8Ubjod ~o the sa.me rul!'6. A TMstiuOugh.whir;:la salary ond other' Org8nizations enUi'ely;Th" 5ubstanC(l of 

Some commenters in this W011p called pay'ments can ~e niade in a mllllIler . . jRlragnlph (allil, wnk.h defines who" a 
for ovon gl'A8161' conllumer prolel,.'tion for . slrnllrir to f.Jlr systems. Stich system!; gowrnment 9seitey is a finalK.:ial· . 

· JO:BT reclpient&t!l8n would bQ provided remain fully covored hy Ueg\\latlon·E; instirution'forpUlposOIl ofllie llCI and 
· by existing ~IHtionE, Fllr example, h). bringing EDT accounts wi.tb~n the i-egubitlon,ls.uncbangad from tho 
Dna advqcat.'Y J:rOup argued thllt the SCOPOOfthR EFTNs definition of . propOSal. Edllurial cbangas have been 
regulation should prohibit m.oud,atory "lIcwunl;' tho B01ml does not take a' made f()'rdarity. 
E~T programs,· Other c.nn:'monters lll'8ed pot;ition /lbout thelop,al siatus of the 
the Dourd to requim disputed ·amounts hmds for any other purpose. Por J'arllWaph (a)(2) 
to be provisionally r:~dited 10 the '. example, lep.al ownership of the funds Tbetflrm "account,·' whkh is dofi,,1id 
consumer's account within ono bU>llnas.~ in EBT nr:emmts (by the recipient· or a generally In § Z05.Z{bl, uNlefiiled for 
day (iustead of 10 b.1lsiu&.;S. days for Glate, for In stanco) is not affa<.ted by this purposes ·of. § 205 .. 15 10 mean an ar:c.nnnt 
A TM transactlolla, urZO business dllyG rulemaldng. . . eStablish1l(i by a govcmri)ent .agoncy for 
for POS tra~on~, a~ .a1lowod by . Somo comm",nters asked fot . distnDuting benefits ID n C(JI'}Sllmer .. 

· existing Regulation 'f.}. A coalition of darifice\lOll on· whether tho Board .electro. nicaH)', sucl) os Ihrough A'IMs Or 
(:onsumer·groups sucgestoo \bat the viewed ~lized types clfp~mms. POS t.em\in~, \yh~er or not the 

. ,.lImits on tiability for uo"!utboriz.ed . .. SiK:h ~c .,.tw:licaid, or progralns :\I";n8 . 1lOC01lIit# dil'lll':lly held by the ~gency 
nonsn~t!>n6 &rel00 big'll in.theEBt:. dlffenlnt technology (Specifically. smart ora:~ Or. other depository institution. 
context, ~d'thnt,ror example. tho $50· cen:l 'ProgIlIl1lS)·88 covered by 1he EFTA . For e~Je,1UJ·"8ocount·' und~{this ' 
linbiltty mal Call be imposed even iJa .and R-.1atioo E. TIle Board believos ·llediDn·wOIlld include'me of a database 
recipient pr'or!lPtly. ropol'1S a lOst:.or ... ' that ~a consumer can'access funds .. :OOotliining tbeoonsumer's Im~e and 

· .51018l'l· deDit C!Ird ,,~0uI4 .~, l'ilduced or ..... in :iln IlCCOIiJlt .uslbg electroi:lic means, .: re~wd:o/6aoefit trtlnsiors thot 1$ 
· eltm\noted. . : :.. , ... ,' RCgultrtion E fs IIpplicable. The Board 8~'fBl':verl6Cation purpOses before 
FinaJ Action OI(ProposiJl, beIi~ that Medicaid programs d<1 not . 8 partiCular.trensacti.on is appt'OVed. Por 

I __ L.... . . _... ·th· th .. ' ~urpOSos oftjits !R!CIiart, govl1mntent 
A"Arll-V1· ·ewort·-~~oDl·m' ents,·· """"v'ienat:CO .... ,W1 In amellnmg d-·.] h 

fly AV n., ~ r ;.....1 • I be fi . nefits iii ...... tlCash benefits sue 8S· 
further enalys.is; ·\llld a weighing of 0 ·R"l;~ation Eo gIVen t lat ne ts APDC and.SSllind no·ncash III'n"fit~ 

. th ---" h updtlr these programs Il11) not made . 
polic.)' considerotiims. e Bu<uu' as evailabloto the consumer in.tenns of 0 'such as biinefits under the food stamp 
odopted Q final rule pursuont to"ils dollar nrriOOllt 8v8ilable to be ncccsood prognun. 
authority Ul1der~04 (c) and (d) of the 
hTTA. The Board's action requIres EDT by tho conSUn".lf~ II~ is the case ill EBT· I'llfngraph {br-L<;SIl{lnce uf A(:ccss 

1 I w·tb th J1I'081'8ms such 85 AFDC. 881. ano food Devices 
programs 0 comp y 1 a . SlOlOp$. .... . 
requIrements ofRegulal1on'E as . Wfth I \ art rd '''''9I)\S \h Undel' §20S.5. debit cards, PINs, and 
mOdified by this fltIa\ rule. The BO;lru 11 ~, rAf'tl"l ed° 8m ca l S,r' . ..:~ ~. ·Other ecQeIIS devioes may nol be issued 

• ..._t, th . 11· oaru las ISSU a prop09-1 0 19V1,,~ t" &0 . ~, 
co!ltmlle5 10 ""Ileve at a consUID.elS It lation E, also published in ted....... '. ex~ 1Il r95po~se. Q COnS\1m~l S 
USing fFI' servkes should receive , F!f i1lI"~. . that 1 .. ts . ,;;~;... request or QPplic:ntion fer a aeVll:e. or to 
$ub!lttlntiany tho same "rolliction undor .cb· _!.:iSter~. so 11:1 f=~"" replaQl • devit.'S ·previou~ly accepted by - ,-. on e que.uon m ooYOragIJ 0 sm .. n the' . . p' 'aj • . 
the F.FTA and Rcgi11atIon E. absent.a 1 card sfunl,' 1 (bOth ubli d ~U1l1er. m~ Jnstitutlons are 
showing that rompJionce costs outweigh _ ~ s n gonl,", • p. can 'pemiitted to·\Ss;ue unsolic.iI(!d Oct.'e55 
tbe need for amsumer protections.1'ha· .pnvale 6IlC1Od .. Any d~tBnn_matlon m.ade ~elices Illliinited circumslances uodJ)r 

. noerd izes that benefit on cov~ -oJ smart t:ards m tho roVl9W § 205.5(b). The general prohll1ilion . 
&genci~ conwm~'libc;Rlt~ . coul~ly 10 F:RT smart.cord .. against wiso1ici.led issuan.ce. is InhmdAd 
operatiQnahmd ·cqst .lmpacts of·· .. . . . Pros· .' , !o pretod A,mn""mef. agallLqt th .. 
mvomge"&peclfiCIIl)y'inthe a,re~S 01-.' .:. (3) EIplanation of New § 205.15. . , lssuapce·o{an aDCeSS dClvll:e that could. 

, liabilIty for unauthoriZed ltai'lliIMS and '. . . 'be used.lO tKlCBSS tho COll$umer's fund.~ 
· orTor resolution~ but bolteves that the ~?: ~;c' JS-::-E1cctro,nBic F~:t· 4 wilhout the ~umer'5 knowledge and' 

,ran~JeroJ avcmmcll eneJ's _.' '·tho th . cost data ~tcd:to support. . '.. . , '.. ...., .. . approvlll or WI ut. e con~umor s 

. "·i 
. , 

ElxemptioIUl iiHliese are~:~om I!0t· ~. . A new section 1~ llIIilet:I to tho· _ . .'.~ ~. ~ th~· terms and ... : 
. definltivo: . :...., ;::";:"' .. ".':'- .... regwat,iOIl(O 6pecdic:aUy alkims&ihe " ; ;.·ClOndi~.ej)pUcable to Ihe dBVlCE\. . . " 

.. . .··The BoQ"!'1i~A::V1lied;a do,yad •... ··,l'IllesOllth" "llJCtrowc It!~d .traIl.$farl)f ' ,'.:.:n.eBOa.r.d" ~a1J'111e makes d~ .. ,':',ii .' . i~_~~> '~.-'" ""-~~~~-' ", ~~,~_.f~'M' .... m.! 'I 
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':: .. issuo 'au a~~ devit;e to' a redpienl,.:· ... statements ~ a Cen.lra! cornponcni' of . app~priate Ior'EBT ilYst~~':~lthougb.·· 
, :. without a ~peclfic rcqllast. A ·recipient. . ReguMion E's'dlsclosure sctieme. But ns all ligeney may of course 'choose .to ',' . 

· of govemment beneft.ts Is doomed to ' .. :. 10l)g as other meons' of ohtaining pro:vid~ "lcipienl'l.with a 24-hO\ll" linn. . 
hall!, l'1l<juested an a<:(.'II9.'I device hy , . 8t.'Count tnfonnat!on lire availahle to' . 
applying for benefits thllt Ih6 agency· benofit rcdpienb:, tbe Boi.Ird belioves CoIillh~nr.eT!i requost9<J tliat·ttie B~lrd 
disburses Dr will disbuN:e by mealls of that poi-Iodic statemants are not . . pr<!~de- ~rtaintY by ~larilYhlghow a ' 
IiliT. The BOMd believes thut it Is absolutely necessary for EBT programs wilsurner may request a written account 
unlikely thoi a govemrilent IIgo'Ut."y .' due to tbe limited types of trnn~tions' history and the time period .for' .' 
would is.'!ue 011 accclJS device without in~olved. particularly given the expense compliance. The finn! rule Clarifies that. 
the recipient's being mada t\W8re that ar l1Jutinf,lly mailing mon,thly statements . a raql.est moy be inther writlan of'Oral 
the way to a~cess benefits is by use of to alher.ipientll. MoreovOJ'. Tlktuiring thai the history should cover the SO' , 
the device and ihat to ~afeguard benefits p~riodiC statements could impede tho .calf)Jldar days preceding the requost 

~' ... tho device must beprntAf!ted. Moreover •. alfort to oliminate paper and move dete. and tliat tho history 5hould be 
given that initial di.'IC)osure~;would be' .toward·a fully electronic System. Most prOVided pronip~y upon request. hI 
provide~h!uring trai.ling.· the.rocJpient t.'Omme.nters supported the.Doard's addition. commenters lIsked fot 

,;, will be infonned. ofthe accOlmt's tcrins proposal to exempt government c1arificatioll abOut whether an ageot:y 
and conditions. ngeilcies from the roquirement If the could .charge f9r written account . 

The nUllm does nicOgn12>'l, however. IlgeUt.'Y. furnishes tho consumer with histories or ol)1er disclosUres required 
commonteril' concerns obout the need· '. other manna. of accessing account by'tho MflUlation. The Board.hillieves 
fot ag.mdes to verify.thll·ldtmtity.ofthe infcirma,tion. " that,lmposing fees in such instances 
consumer receivillg tho device before it . Uritlcr the'proposnl.l1gencin$ were to w(Juld bo contrary to public policy. 
is actlv.at.ed. As ill tho e r.asa ohho privato "rovid6 balance I'n'ormatl'on by mMns 
soctar,. en issuing agency will have to . ~r an ei'~;ic tCl'~llnal. balance ~ Tho Board hod soliclllKt comlllent 011 

vori ry the identity of the (,'onsuiner by a ' inquiry terminal. or a readily Ilvallable whather more complex EBT ~ystem8 
reasonable melll\S berorA a deviaa 18 '. . telephone line. and to makB avuilablo n developed In tho future (fOf example. 
activated. l{oa~"ablli maa.ns include 'written ;lCCOunt hlslury, upnn request.. systoms ~lIow~!! third-party puymentsJ 
methods of idontificatiOll such liS a Tho IiMI rule contains those may necessitate periodic statements or 
p"otograph ur signature I:ompilrison. altemallv!:lS with modificlltiolls that othur docu\nentation. Bnd whether the 

. Some ('.nmmentel'$ expressed COnalrn .... ..spond to tho connnents. nuard should address thiA issuo at 
about the statutory prohibition against 'to make baloncu.inforll18lion madily present. Several commentel'$ , . 
-the' cODlpt~lsory use '(If 1lF't: and its:.' aVDilahl~, the proposal 01110 would hav!! oncouraged the Board /loUO odiliess the 
.Itnplications for EBT progrnDls.SOOtion required. that the terminal receipt show iss~e ,atth'ls time, but .to delay iI .. '. 
913 of th!l F.FT A prohlhitiJ requiring ii. the b.~IQnCe available to the consumer d~lslon until performance und.er the . 

· : !;Qnsumer.ll) establish flD !lccouo.t at a ., .' . aftl1r tha trtinGfor, A number uE" . linal rule can be e~sessed. .~<;conlingly. 
· parlicular institution for fllCCiving .. conUIumterS stated that this requirement th~ Board hR.'! defelftl!l t.Bking a positiOll 
Hle(,ironic fund transfers a~'a coudition .:, would be difficult-for.some t:BT systems at thlsUme. :.... . 
'of'employment or roc:eipt of govern!Ilent: to implement bcc-,mioa existlns A TM: Paragraph (d)-MOdifiod Reql,lir$mentll 
benefits. This'prohihition does not networks may not be capahle or ". 
prevent nn tItI"ncy from requirinll' provid1ng current al:t;ount balnm;es at l'a.:ngfaph (u)(1~lni.tl~1 Dfsd~res 
benefits to be delivered el~nlcally. .~ll tiffi.es. COmmenlerS suggested that 

In ImT progra1I1.~, ugencles do not giving consumers acctlSs to balailce 
require recipients to opim ·or·mainta.in information by other means (~l.ch as 
bank accounl~ at a pa~ie\llar institution telephone or b.~lant."8 inquiry tenninals) 
.r(Ir the electrunic receipt ofgoVCrill11ent· would achieve the same purpose.' 
·benefit~. This is the. cn~ even when an Accordingly, the fin8.1 "IIA d.lI's not 
· agency enters into on arrungument with require that termillal roccipt$ includo 
a $ingl<:J financinl in~ti'udon th.t then tho o,:rlOllnt balance 8S 10011 UK a 
. servllS as the agellCy's financial , conllUmer can a(,.cess balance 
·interl/lediary. r,.r.mllllquently, the a~rd information hy tha other meaIls scI forth 
believc~ thaI the prohibition agrihillt in pAJ'tlgra.ph (e) of this section. . 

· . rompulsory use is not' an iIlWodiment to 1\ numoor or t:ommenters urgnd that 
mandtIto;.y EBT·programs. Nevertheloils. aguncieS·sho,.111i not make telephone 

· pursuant to its, authority Ulider ~t1on access. the only method by which a 
Y04(C) of the EFTA, the Boarq has. ", recipient ean ohtalil ~ aecoUJlt balance. 

· . detemlinHrl that a government sglmcy. Taking·these <:<)~ent$ illto .' 
with a mandatory EBl program Mould consideration. the Board has modified 
'''"~llre that reCipients of C'.1sh benefit~ ' ... the fi(lal rule. The fill.~1 rulll reqUires, in 
'hnve au;es.~ to olher electronic option/; . addition' to a lelephone'line. at 19a~t onc 
(for example, direl:t deposit of benefits alternative method (such as a halancc . 
to an cxistiJlg hnnk aecoun"or to au ... inquiry' tlfnllinall.for acl:eSs tn balimce 
ac!.'ount ci~tablished hy the'recipient 'for inrorllliltion. 
that purpose). . CQl'nJDentern suggested that the . 

Pnmwuph (c)-·.Alternativo to Periodic 
Statement . . 

Rcguintio,\ E rcq\lires financiul 
In.~till'tjOIiS tu provide periodic 
~Int .. ments for an nccowlt to or from 
whi(:h EFTs ('.on he mada. Periodi!.' 

tolephono line he toll-froo Dnd ava.il~ble 
on a 24;hQuf basis. For EFT sy~te1l1S 
!l(lnarally, the Board Interpret. .. a readily 
t\Vailahla' telephollft line to mean at laal\t 
a local or tolHree line aVllih,blc during 
standurd business hourn. Tbe I'IO,'In.! 

bolieves tbot the somo iJ\lerprclOlion is 

SectIon 205.7 reqUires that w~itten 
disclosurcs'ortho tArms and cunditionR 
of an EFT serviaa ·be given at or before . 
the commenceJlltmt of the serviCA. Three 
disclosures have bean modified for EB'r 
progroms. Under paragraph (d)(l)(I). 
8"vemm .. l1t·agcndes must disclooo I I III 
means by which the consumer may . 
obtain account balance Infornlation, 
including 'h" telephono number for thot 

. purpose. The disclosures will explain 
tho'wliys in which balance iriformation 
will be made avallaPle. (~e mOdel . 
disclosure form A(12) below.) Under 
paragraph (d)(l)(il). agencies must 
disclose that the consumer hils the right 
to.roceive Ii written account histr:'lry, . 
upon request. and mUll! providO:/ a . 
telephono numbor for ohtaining the' 
al:t.'Ount hlstory.·TIlis disclosure 
suhsiitutes for the discl;'sunI of" 

. sunlnlary.of the con!lUmer's right to a 
periodic shltement IUlder·§ 4ro5,7(a)(6) of 
the regulution. Under paragraph . 
(d)(1 )(iii). (lgencio~ must provide an 
errOT resolution notice suostunllally 
similor to model discJQsuro form A(13) 
rathar than the notice curmntly , . 
c:nll'~inotl in § 205. 7(3)(1U). 

, 
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Pal'\lg~l'h (d)(21-AnmlAl F.rmr 
Rer.olution Notice . 

requirements. nod most other provisions lX'cspoctive ex(;ept in dN':l1mseribed 
of Regulation E wou.ld nl'lply In EBT. f'ih."Iinns. Jlut if found In be co.l· 

. Tho Board recc>gmzns 11m r.nnromr. effectIve. such measures reprosent sam!! 
Sldion 205.8(a) of the 1'eIl\IJatioll uhoul1hc potential1:')l;! hTlpn~ of possible approachAs for dealing with 

requires thot finimclallnstitutiuns wverage, especially In regard to recipients who show themselves to b" 
provide II noti09 in advance of certllin unauthorimd Ui:9 because of the irresponsible In their UllO of the EHT 
advecsc changes to·te. nn.S Ihllt were . '-;"ontial for ..... ··se through """'ud"llent - . ........ H..... uu, sy~.cm. 

disclosed in tho initial disclosures. No claims. The Doard believes, how(lver, ·In l1!gaM to reC\lrring claims fot the 
. modification blls been mlldo for EDT.. thllt tlliough the leadcmhip oftha nlplacemcnt ofbenelits, BET or,eilc!es 

programs. Ccinscquontly. agencies will Fedemll!\ec.tronlc Benefits Task Force. moy nnt MIAblish 8 presumption' that, 
bnvo to provide a noUCe for etirt.'liil whic'h bas the goal of developing. a.' beceuSe a recipient has filed·a claim in 
changes' in torms, l:U~ as in trllnsaction Ofttiom";de system for dellvcrln" tlill past, the recipIent's 8ssenion of II 
limitations. Other changas, such as a. government benefits clectrontClllly, it second claim of unauthorized 
decrense tn the amount of a consumer's Should he JlO5!dblc fOT 11Ie agencills to withdraw:als caD be. automatiCally .. 
benefits. contill11cto be governed only:" implornent cOGt~rrootl..., prOOt>dyres rojDctcd,. On the other hand. dapllnding . 
by the agencief;' ~m rules. .. thBt.wUI b91p mInimize the risk of on the"circumstances, it would not bft 

· 5ec:t1on 205,U(b) ortha regulatiC?1!- fraudulent cl.aIms and poten1jalabusc .of unreason~hle for tho OgellCY, iii maki~ . 
requlr&.! finendl\linstitu~ionll.to provi\le EDT s)'1Items. .': :. itll dete~inationllhollttl.e validity oh 
periodic ormr fOSOl~tlon notices to. '. .' Tl:!e ~ notos In particular. that· '. . claim. to gi~ weight to the fact th.,t Q . 

· co~sumol'$, altbar IqInuillly or_.with ooch Regulati~n B doos not mandate an. . particUlar mclplent wilMn II ccnnin . 
montlily accoUnt state!D!ln~ hi. .. . ButomlltlC 19p1acement when a claim of periOd bhillle has p~iously ·filEId 8. 
substitution for these nI)\lces. paragreph· lost or ~olen fund~ Is made. In the C8~ claim; or multiple claims, of stolen 
(dl(:?l requires OgonCi68 to.Pro'vige"lID of EDT"tls.ln the pnv!"c sector, ~ . fundS. 'The. Boord'beHeves that th/l~ are 
error resolution n~oe .subStant~Uy agen~ would In~tigat~ the clnlDI. . jlist some (If the ATOllS in which the 
sUniiar to model rlisdOsine form ACt3): con:n~er.the 8valla~1c,ovl?cnce, lind. Faderat EDT Task.Force can be helpful 
The notice is to be plQVldad t\nnuBUy. exel'C\se Judgment In making II. In Il(!tting operating guldQlines and 

· . _ " . '.'" detenniniltion about whAthar the procedures. . 
PlIl'IIglaph IdJ(l)-Limitations on transfer'was Ilnauthorlwd or wnun~de' RBg\lletio!lI::'Pro~ldu$lI,at II . 

Liability . ." .... . by the recipient or by someone to. whom (:o~sumer may b(llIr unlimited linbility 

. 
Soction·20S.e·t.1'the n><>~lati.·on limits . the recipiont gavo Ilt;CaflS. The Roard for faiUng to report ~.Ihin 60 days .any 

,.. • -" does not undamstilnate the dim~llie$ uns\lthocizcd transfQrtl··thet ap'p' oar. on ;l 
· II (;()1I!luJI.er's UauilUy for unauthorized,. . 
· transfers .. 1fthealnsumer"nOti.fias·tb9... thll! thosi! investigations may pose (ot. Periodic statement. Decause ~T 

h ld .... .0- liliT.program !Igencte~. But the DosnI . fl!t,ipienl/l will n01 reoelve periodic 

busaCC<?unt. dO ~n~~~mti~g~f"t"bm,-.~"!r:. also believes that pracllcal W!lYS can be" stetemen~. undenns Board's propos.'\l 
mess ays Ilnur...... ... ~ ,,""'" "-'und' 'th' . th f Re I II E' th 60 d Id h ". ..:.... th 

or thoft ofa.deblt.card, the i:OIiliUlllBr'it. . ·m. ,WI UI ".e'SC0p9 D. '. gu a on .'.. e .. '. ". BYS WOU '. a~ run uu~. 0 
l' bTl .' U . ·ted t' $5lI If aotifiCllti . lha.t wru .~blt,) EBToi:lml1l11lt~lItors to . ~f!IIIIttal ~ a written eC!:ount histoty 

.• lD I I Y ~ ~.ln'~" -'b "<(JJ1' .controlpqtenU8l10sses. :.. ...... p'1,'I>Yi~ild )lPo!l·tll~.~l:!r's r1)i:iuest. 
.!S nol",a~~unti .a~ortw? ~n~, .... . The op'!raUmfat PfQ(;ednte$' .. '.: The ~ruJe'dlm;nliIOmewhat iIi that 
days;Uabihty ~;~sean~ ~50 ,for.· de~'opiiCf to mintmiu ri,hrul heed t9'" Ilia sD-i:illi~Q.aels6can be trlggcred 
tllllU;rll(l;l1ll1de:aft~.r twO!bu~~~~~. "oddress 80me ~speCts ofEfiTthat aie·· whi!n.theootiSii'merob'tains bamnen : 
for a to~l of'SSOO,.tr.t'!'e ~n6utner does .' dlffOri.lilt ftom the commercial SlItting- infi;Il'matjon li1a~1 t8rin:inBl or telephone 
not nObfy!be in~ti~tion ~ttlmote . such os the fact that 'PrOgram tlgeiicie~,. or on a'lennin:ti1 receipt.· -
thnn 60 days. after II porIOcJiu-.lJtetemont unlib private sect'or Institutions, may . . . . .' .,' . 
Is sent shOWIng till un~o~~; not be alne tn (:a-.! 'of SllSpected fraud ParagrapiJ (d)("~.rror Resolution 
tra~sler, the consumer~ liebllity IS or abuse Simply to terminate their . Scc:tfun 205.11 o( Regulation E sets 
lInhm~(td for unauthonzod tron.~l"!:. rolotlonshlp"wilb the 1'Il(.ipient; Some of certBln' tlinelimlts within which n 
~mn~ aftcrthe '6Oth' day and bafore the measures that federalagendes havc consninar'must fill.ra notice of !Ill' 

· notification.. . . . . inquired about, which may be alleged aTtar. :Under the Board's. . 
nUt Iloardbtllleves that.thll EF'J'A compatible with the special . proposal for EBT.8\1vtlmment agencies 

genetelly'malidatas'thli same dogreeof . reqUirements of EBT,lOl~te to IISpectS of wera to. comply with the error Tasolution 
protection for h!me~t J'Oi;ipients 8& for tha.relBtioru;hip that are not aodiessed PlYCGdures it!' § 20.5.1 t in I'OSpOl'lSO toan 

· the genetel public. The Board solicited.. ,by Regulation Ii 1'11.118 their' . . 0I1I1 or writtlin notiC!t 'oF error from·the . 
comment on polentia1 tJOstsaSSQdlited. ·.lmpI9Jllentatlon would. not conflict with consumUJ'lI!COlyed' nolster than tiirdilys 
~th tmplemantill8 tbl!.liilbility rules for ~latoIY ~lreIpants. Some of these aft.e~ tht:l. cC!nsunia,: obtaln~d e.terminal 
~ programs and ~y.such· .:' mcludeputting rodpie~~ 'On~l)d ~pt ora wrlttan.account hlst!1IY on 
lmplemontation wou1d ~t II greater . Issuanoe systoms-reqtllnng. for . Which the.nlleg9fJ IIrro'r was reflected. 

. burden ro, govem.ment 8~dQS .than. inStarice, durt tho recipient collin . . The t;irial f'?Ie differs Somewhat, in that 
that exp411ieqcod by fiIlBlu;illl ' . adVBIK:e for authoriZlll;i.on be.fore.oaC'.h. ~r:~utioli proceduri!:! can be . 
4lstitutions. Commonters submlned: . access to benefits, or rostricting the sitos triggered· by any Information provided. 

_ data on thD.eXp0Ct8d Q)st impa1..1 of, . at which the recipient mwd 'Obtain to the t:onsuinor Under pilragraph tcl. 
ReguI"tioQ !:: on EB1' progrdms~ ··benefits, ~ croditjng the recipient's List'.;fS hI";'; I 12 CFR Pit 205 
sp!)cincolly on costS-related to the . bellefitS in' Mi(lldy ln~monl6 rather . . _ D. I""~S n .. , a.. 
Ilmltations on COIlSUl'1larliabHity for than the full monthly amounts. Or the Consumar protection; ElectrO~lc.fund 
unauthoriiBdtnmsfers and Drror:·.. IIgMCY could lIppolnt ~ ~p'resen~ativO transfe:-" Fedemltle$etve .System. 
resOlution ~uiremonts:as d,lseussed ·payee. or piece the recplenl on a . Re~ an!i r9Cor;d~.eepm& . 
earlillr, hoWever; tliil BOOrd belle1(8:i the. badup paper-based:benefit paym~nt .. l'tIIJUlrements. :.... '. 
dala tire not ~e~;~n4or_the Mal. 1Iy~eiu.lmpostngth_()tothQl'. " . : Flitthe~~t.fortllin the 

.. nile;therefOre.ili.81iIIii1Ji()'il :tiabltity fo( .limitatio~s.il!BY'llot.~d~19fmm·':. ·.))reAl,l'lhle;·th~B~ar(lllll\$lld$ 1<1 CFR. 
UD8ulhonmd use .. "he 1m'OI'1'0601utlon .". eltber. 8Il8&6Dq"8 or the reapieri~" . ~ . plirt·.2OS"1ls.follows: . . 

.. ,' .' ; ." . ..:" ,".". " ,.:.:. .' " ~. .' ,', . .'," -,', ".' . . . . . 
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. PART-~CmoNic FUND' 
TllANSFERS (REGULATION E)" 

c~mply with the following, Sectio~ A(12~ l1y GG~_ 
, requirem8i\ts: .. · .. ' .', ' , "gena"" orfmonnatiOD,About Obc.~ 

t 11,lDitiaJ discJoslJI'US. the agency Ac:colDlllJal_ and Acaauot ~ , 
rhA authonly ~itation rot Part 205' 

. ~ised 10 read as lollow~; 
Awhoril1' ·t5 li.s.c. 1693, 

Z. Sedion 20!>.1:> is nrldad 10 read 8S 
follows: 

§ 205.' 5 ElectroniC fund b-anSfP.r of 
govemment benefits: 

(u)' CrO\ltlmment (III/mer subj~ 10 
. regulatinn. (1) A government 9gt\ncy is 

deemod to be a financial in6tllullon lor . 
plJ'J101M'S of tbe IICt ond regulation if . 
direc;t!y or'indirt!ctly il issues an aCCess 
device to D conSIJmer for usa In 
initlatin8 an eleqronic fund transfer of 
government benefits frOm an account· 
The agency shall c;ompty wlth all. .' 
opplir.llhle requirements of IhA Ar.t and. 
regulation. excepta$ proVJded.ln this 
llP.(:tiC')n .. 

(2) For j)Urpose. of thi!,; section. the . 
term oceounl means nn account 
e~toblished by a govaroment agency for 
distribu~ing gO\'Attldlent benefit~ to 8 
umsumer elccrroni('.ally. such as " ' 
through nutomated teller mor.hinA1: Or 
point~r-S811' temiinals. ' , , 

(b) IsSUance ()/(Jccess devices, For 
purposes of thJs sedion, 8 consumer.is 
doomed to requesl BIi access devlu' , 
when Ihe cons.ulnar IIp'plles for,' , " .. 

~nunent benllfits ~liat the IlgenCy 
J~ or will disburse by-,means 01 
~I~nic fund transfer; Tho agAnr.y , 

'shall verify Ihe Identity,of the consumer' 
recelvlng'\h& device by re8.<;enal"le 
menns before thedevicels 'activated;' " 
, (c) AlternotlVe to periOdic siatornent.' 

,A goVO~9!lI, 'Ilgency need not f~ 
tho periodlc'statament required by 
§ 205.9(b) irthe ageni:y makes availablll' 
to the corurumer: , 

(1) The consumcr'R Dccount balanl;O., 
IhfoUKh II i:eo~my avollabl .. tulephOn& 
!ine and at 0 ,terminal (which m~y 
mclude providing balance infOrmnllon 

sball modify tbe disclosures under, (§ 2~.t!l(dX1) Ii) an~ (UII .. " ' 
§ 2~5.7(fI) by providing: . You may obia!n infohnaiion ~bout tho ' 
, (t) .Account balance infomm,tion. The am~nt of benc*,ts you boVe rcmoinirig by 

.l)&9ns by wbich the conSumer may mlhl\811clciphonll numberl, 'tltsl infonnotlon' 
obtain inform,nlion concorning the ·Is oIS11 BvaJloble Inil the l'8C8ipt you 'CCt when 
account balance. Including a'tlliephone you make a transfer with yt;!ur ('",rd It (an' 
num~r. This disclosure inay be made, ATM)(a PUS lorminallllwhet\ you,'malce B 

hy pro.\riding a notice sub~tantlally , balance Inquiry al an ATMllwbon yt!U make ' 
!:.ImilM lu the DOtlCD contained In II h41~nce hlquiIy atspecifled,locnlitm.). , '. 
Section A(12) of appendix A of Ihls part. You also haw Ihe'"&Ill to .i'C<;eh;e· a written 
, (ii) Written (J('.count lIib'tOry. A summary of ,traosactloas &II, \hI! 60 days 
summary of the consilmer's right ,to prea:d1ng YOl1r requ&st'by"calli!,g 1tP.lephone 
recejVQ ~. written, acc;'Ounl history upo~ num!Jerl. 'IOptlooal: ~ you Illay request tho 
requllS1. In ~bstilution fOrlhe periodic ,BlI,ml1l8.ry by <:<>nlacbngyc>.UfCWicworlcer,I' . 
statement disclosure rcqulMd hy' ~mt A(13~08Iri or hI' ' 
§ 205-.7(8)(6). and 0 tolephonl! nllmber, ~MioD ~ for Go~ 
t4-.. t, aln be used to .raq\ltr..1 en. account ~ Than)" N", ~~~,c\e I'1:ritidk 
history: This di/:closure may bB medo by .SlaIemeats (§205.U(dMll(iii) aDd (d)(2)) 
prOviding II notice substantially similar ,In Caso of Errors or Questio"", /\bout Your 
to Iho notice contained in soction A(12) Illectronlc, Transf.'r.i Telophone U9 at 
of oppendix A of this pari. , Ite'"l'bone nllmoor) or Write'us at (Ydi:h'essl 

(iii) Error resolution Doriot). A notiCe as SClon RlI you'con. If you think an error has 
conctlmlng error resolution thai i~ . nr.r:umJd In your (EUT}(agency's tllunB for 
substnntially similar to Ibo noUce, pl'OlVIDll account, We must bear frOm you 110' 

contolncd in !lection 1\(13) of nppandix later than 60 daY" eliOT you learn 'of the "nor, 
1\ oflhis part. In, substitution for the You will need 10 tell UN' ' • 

. notioo reqUired by,§ 205.7(a)(10). • YOur uwu;'""d IceSe) (ftlelnumbel'. ' 
, {2) "noual-error restlJrlt;()J1 Dotire, • Why you belleyo. th~m b an'error. and 
,'}'1\e agency '$hall p'~vjd9 IIII' annual tho dollar amowit i1IV6lved. ' 
notjr,e ~ceming erl'Ol'rosolutiun that, • 'AppmiUmately ",hell tho oIror tOOl< 
is sI,Ibstanti8lJy similar to,the notice' pi",:", ' , . " .,' 
contained In sec;tion A(la) of appendix Ifynu leU' uS orally. we rittIy require thai 
A, of.thi~ part; in substitution for Ihe fOIl send WI yQUi' comp1iililt or'l";';lItioilln 
notice !B<\ulreci by § 205.1)(b}. ,writing Witbin20 bUs!tlt1811 itays. We will. 

,,(3) Unutot!ons nn, lfobWly' :Por generaUy c:ompl~'ow'lnWstlgati(>rl within" 
to b,",in'ISK days' and~t,~y IIITOf ' 

Pl!~ of § 205,6(b} (2) and)3), ~. promptly. In &omo~. an InvesligutioD 
regar to a comumer ~ reportmg wlthm. , ' may lDkolongar,but you"wlll haw the use' 

,GO days my unn~thol':lZ(ld transfer that ,of!l)e 1unds in qilestion a1lM the 10 buslaess 
app6Ilrs. on a pcnodl~,sta~ement, the 6().' dR)'lj. jf we ask YOu kI pili yow: oompl&nl or 
day pe~od shall begin Wlth the ' question In writing a1Id we,do nOI rGCIIive it 
transmIttal of A ~ttM Ilccount history within 10 business days. we may not credit 
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to ,the co.n~um(:r uoder paragraph (c:) of Fo,l:mIno iuvolving trlU)~ons al puint-
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THE PRE SID E N T 

As to whether legislation is needed to exempt EBT from regulation E: 

An ~xemption would require either legislative or administrative repeal of the 
Federal Reserve Board rule applying Reg E to EBT. That rule is quite clear; it 
has to be eliminated to render Reg E non-applicable to EBT. 

I guess the next question is whether the President could tell the Federal 
Reserve Board to get rid of one of its rules. I don't know the answer to that 
question, but would be gald to find out if you think such an action is remotely 
possible. 


