
EXECUTIVE OFFICE OF THE PRESIDENT

06-Aug-1996 08:21am

TO: Carol H. Rasco

FROM: Jeremy D. Benami 
Domestic Policy Council

CC: Diana M. Fortuna
CC: Dorothy K. Craft

SUBJECT: fyi re ebt

Diana is 
it.

looking into EBT and will



EXECUTIVE OFFICE OF THE PRESIDENT

05-Aug-1996 03:37pm

TO:
TO:

FROM:

Jeremy D. Benami 
Dorothy K. Craft

Diana M. Fortuna 
Domestic Policy Council

SUBJECT: ebt

i am trying to puzzle out where welfare reform leaves us on EBT, 
but haven't figured it out yet. I think food stamps will still be 
subject to Reg E, but not other programs.



EXECUTIVE OFFICE OF THE PRESIDENT

05-Aug-1996 03:17pm

TO:

FROM:

Diana M. Fortuna

Dorothy K. Craft 
Domestic Policy Council

SUBJECT: fyi

a woman who works w/EBT called to discuss w/ jeremy her concerns 
re: how EBT is affected by Welare Bill ... I listened and said I'd 
forward her name/# to anyone else who might be interested (but 
didn't give your name).

Barbara Leyser 301-585-2513

she consults the natl consumer law center, but works mostly from 
her home (above #).



EXECUTIVE OFFICE OF THE PRESIDENT

05-Aug-1996 10:58am

TO: (See Below)

FROM: Thomas P. Stack

SUBJECT: Re: ebt and welfare reform

Message Creation Date was at 5-AUG-1996 10:56:00

According to the bill welfare reform bill as passed, the rules of the Federal 
Reserve do not apply to States. However, the bill also states that Federal, 
State and local consumer protection laws are not changed or modified. This 
means that for Food Stamps we can regulate. Most of the principles relating 
to lost or stolen cards, e.g. no client liabiltiy after client notification, 
that we preferred to elimination of Regulation E, are contained in USDA regs.

The consumer groups are dissappointed in the outcome, but appeciate our 
efforts. We will need their help in that retailers are stepping up the 
pressure to allow for surcharging at ATMs for EBT benefits.

Distribution:

TO: F0RTUNA_D

CC: RADZIKOWSKJ
CC: APFEL_K
CC: DESEVE_G
CC: BESSIN_J
CC: Alan B. Rhinesmith



EXECUTIVE OFFICE 0 F THE PRESIDENT

26-JU1-1996 04:49pm

TO:

FROM:

CC
CC
CC

SUBJECT:

Diana M. Fortuna 

Thomas P. Stack
Office of Mgmt and Budget, GGF

Kenneth S. Apfel 
G. Edward DeSeve 
John S. Radzikowski

RE: Is Reg E stuff in welfare reform??

The Reg E provision in the House and Senate Welfare Reform bill 
would amend the Electronic Funds Transfer Act to prohibit the 
Federal Reserve Board from making any rules governing States on 
the use of EBT. The bill also provides that Federal, States, and 
local government laws to protect consumers is not affected.

The the provision does not meet the principles of a compromise 
that we had worked out with the consumers and a few of the states.

We are working with Ed Barron, Senate Ag Comm, staff minority, to 
fix in conference. It's going to be tough. The consumer groups 
have developed some fairly simple language to fix and gave it to 
him today.



COMMITTEE ON HUMAN RESOURCES 
HR-34
Exemption of State and Local Electronic Benefits Transfer Systems From Regulation E

Proposal:
HR-34 is a new NGA proposal which would exempt state and local Electronic Benefit Transfer (EBT) 
systems fi'om Regulation E. Under Reg E, states and localities would be required to replace lost and 
stolen EBT benefits even when the benefit is fully federally financed. These systems were placed under 
Reg E by a recent Federal Reserve Board decision which equates states and localities with financial 
institutions and public assistance recipients with debit-card holders. NGA argues that this is an 
unnecessary and unfunded federal mandate and that states will not implement EBT unless exempted.

Administration Position:
• AGREES that states and localities should not be equated with commercial banks.

States and localities do not have the means available to commercial banks to raise revenue to cover the 
cost of compensation for lost/stolen benefits. Further, unlike financial institutions, states and localities 
cannot deny EBT services to negligent consumers unless they have an alternate means of distributing 
benefits.

• HOWEVER, states should still have some responsibility to protect individual consumers.
While the relationship between states/localities and EBT recipients does not parallel that of financial 
institutions and debit card holders, EBT recipients must be afforded adequate protection against no-fault 
loss of benefits (e.g., forced withdrawal, system errors, transactions which occur after a card has been 
reported lost/stolen).

• CONCLUDES that the administrative costs of Reg E compliance would be much lower than initially 
estimated.
While an initial study by the Department of the Treasury predicted liability and administrative costs as 
high as $800 million annually, a more thorough empirical review by the Department of Agriculture 
estimates compliance costs to be S25-S75 million.

• BELIEVES common ground can be found by sharing responsibility between consumers, the states, and 
federal government.
After working closely with some states and consumer groups, the Administration believes that-rather 
than a complete exemption from Reg E-legislation can be designed to protect and address the needs of 
both states and recipients.

• STRONGLY PREFERS a compromise for sharing responsibility based on 4 principles:

1. Responsibility Standard - recipients should be liable for unauthorized transactions involving a 
valid access device, or EBT card, and PIN; recipients should not be liable for unauthorized 
transactions occurring after system error, reporting a missing card or a compromised PIN, or in 
cases of forced use when recipients agree to prosecute.

2. Addressing Recipients’ Needs - EBT systems should address the special needs of recipients by 
providing toll-free hotlines, PIN selection on demand, and other services.

3. Administrative Controls to Prevent Loss - states may want to provide an alternate method of 
accessing benefits for negligent recipients, and impose a reasonable fee on replacement cards.

4. Shared Federal and State Financing - the federal government will share responsibility for 
EBT-related administrative costs and for reimbursing recipients in cases of system errors or 
forced benefit withdrawals.



COMMITTEE ON HUMAN RESOURCES 
HR-34
Exemption of State and Local Electronic Benefits Transfer Systems From Regulation E 

Proposal:
HR-34 is a new NGA proposal which would exempt state and local Electronic Benefit Transfer 
(EBT) systems from Regulation E. Under Reg E, states and localities would be required to 
replace lost and stolen EBT benefits even when the benefit is fully federally financed. These 
systems were placed under Reg E by a recent Federal Reserve Board decision which equates 
states and localities with financial institutions and public assistance recipients with debit-card 
holders. NGA argues that this is an unnecessary and unfunded federal mandate and that states 
will not implement EBT unless exempted.

Administration Position:
• AGREES that states and localities should not be equated with commercial banks.

States and localities do not have the means available to commercial banks to raise revenue to 
cover the cost of compensation for lost/stolen benefits. Further, unlike financial institutions, 
states and localities cannot deny EBT services to negligent consumers unless they have an 
alternate means of distributing benefits.

• HOWEVER, states should still have some responsibility to protect individual consumers.
While the relationship between states/localities and EBT recipients does not parallel that of 
financial institutions and debit card holders, EBT recipients must be afforded adequate 
protection against no-fault loss of benefits (e.g., forced withdrawal, system errors, transactions 
which occur after a card has been reported lost/stolen).

*
• BELIEVES common ground can be found by sharing responsibility between consumers, the 

states, and federal government.
After working closely with some states and consumer groups, the Administration believes that— 
rather than a complete exemption from Reg E-legislation can be designed to protect and 
address the needs of both states and recipients.

• STRONGLY PREFERS a compromise for sharing responsibility based on 4 principles:

1. Responsibility Standard - recipients should be liable for unauthorized transactions 
involving a valid access device, or EBT card, and PESf; recipients should not be liable for 
unauthorized transactions occurring after system error, reporting a missing card or a 
compromised PIN, or in cases of forced use when recipients agree to prosecute.

2. Addressing Recipients’ Needs - EBT systems should address the special needs of 
recipients by providing toll-free hotlines, PIN selection on demand, and other services.

3. Administrative Controls to Prevent Loss - states may want to provide an alternate 
method of accessing benefits for negligent recipients, and impose a reasonable fee on 
replacement cards.

4. Shared Federal and State Financing - the federal government will share responsibility 
for EBT-related administrative costs and for reimbursing recipients in cases of system 
errors or forced benefit withdrawals.
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ETtL’DI lUh UH-ILt Ul- IHb PKfcblUbN I 
OFFICE OF MANAGEMENT AND BUDGET 

Washington, D.C. 20503-0001

6/17/96
LEGISLATIVE REFERRAL MEMORANDUM

TO; Legislative Liaison^Officer - See Distribution below;

LRM NO: 4777 

FILE NO: 1486

Total Paga(8):

FROM; James JUKES (for) Assistant Director for Legislative Reference
0MB CONTACT: Ronald JONES^ S95-3386 Legislative Assistant's Line: 395-3454

C=US. A=TELEMAIL. P=GOV+EOP. 0=OMB. OU1=LRD. S=JONES, G=RONALD l=E 
jones_re@a1 .wagov

SUBJECT; Office of Management and Budget Proposed Testinwny on POSSIBI^^MPACT OF 
REGULATION E ON ELECTRONIC FUNDS TRANSFER ACT

DEADLINE: 3:00 pm Tuesday, June 18,1996

a~dv(^*?n^^ri itl relationship to the^ ^og^’ of your agency on the above subject before

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 Om nibus Budget Reconciliation Act of 1890.

DISTRIBUTION LIST:
AGENCIES: 7-AGRICULTURE - Marvin Shapiro - 2027201516

6-AGRICULTURE. CONG AFFAIRS - Vince Ancell (all testimony) - 2027207095 
47-Federa! Reserve - Donald J. Winn - 2024523456 
52-HHS - Sondra S. Wallace - 2026907760 
110-Social Security Administration - Judy Chesser - 2024827148 
118-TREASURY - Richard S. Carro - 2026221146

EOP: Elena Kagan 
Ellen Seidman 
Ira Fishman 

“^aul Weinstein 
Mark Mazur 
Lisa Kountoupes 
Alice Shuffield 
Steve Aitken 
Karen Kizer 
Jim Murr 
Tom Stack 
Ed Brigham 
Jim RadzikwskI 
Jim Beeson 
Tim Fain 
Alan Rhinesmith 
Harry Meyers 
Stacy Dean 
Lester Cash 
Ed Lau
Melinda Haskins 
Art Stigile

Ai
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RESPONSE TO 
LEGISLATIVE REFERRAL 

MEMORANDUM

LRM NO; 

FILE NO;
4777

1486

'bPaihg Sethis comment), we prefer that you respond by e-mail or

You may also respond by;
2! Slldmg^us^'KfSS? ^2'’ 'f analyst does not answer); or

Please include the LRM number shown above, and the subject shown below.

TO; Ronald JONES 395-3386
Office of Management and Budget 
Fax Number; 395-3109
Branch-Wide Line (to reach legislative assistant); 395-3454

FROM; (Date)

(Name)

(Agency)

(Telephone)

SUBJECT: S?T^rE"c?*cW

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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********** DRAFT **********

STATEMENT OF

G. EDWARD DESEVE

CONTROLLER

OFFICE OF MANAGEMENT AND BUDGET 

OFFICE OF FEDERAL FINANCIAL MANAGEMENT

BEFORE THE
SUBCOMMITTEE ON FINANCIAL INSTITUTIONS 

AND CONSUMER CREDIT OF THE 

COMMITTEE ON BANKING AND FINANCIAL SERVICES

UNITED STATES HOUSE OF REPRESENTATIVES

REGARDING THE POSSIBLE IMPACT OF APPLYING THE 

FEDERAL RESERVE’S REGULATION E UNDER THE 

ELECTRONIC FUNDS TRANSFER ACT TO BENEFIT PROGRAMS

JUNE 19,1996
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****** DRAFT ******
Statement of G. Edward DeSeve

Controller
Office of Management and Budget 

Office of Federal Financial Management

Before the Subcommittee on Financial Institutions and Consumer Credit 

of the Committee on Banking and Financial Services

Regarding the Possible Impact of Applying the Federal Reserve’s Regulation E 

under the Electronic Funds Transfer Act To Benefit Programs

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

Management in the Office of Management and Budget (0MB), I work on Electronic 

Benefits Transfer (EBT) with other offices in 0MB 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 commercial banking, or othei^'ise do not have 

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

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

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

to prevent fi-audulent claims. Still, many provisions of current law and regulation provide 

valuable consumer rights to all bank customers and should be applied to EBT 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 Federally- 

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 Stales for three reasons: (1) States are concerned about 

unlimited 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 concerns when it established a moratorium on the application of 

Regulation E to EBT systems until March, 1997.

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

consumers it wants to offer electronic funds transfer services. If there 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 offer electronic funds transfer services to a given consumer.

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

relationship with the recipient. Without a backup paper system, tliis 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 Slate owns the account, the recipient is responsible for safeguarding 

the card and PIN. States are 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 fees that are higher than necessary.

ACTION FORCING MECHANISM
Many Slates have organized in regional alliances to implement EBT, such as the 

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

of States. I have attached to my testimony a list of the EBT 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 preceding given the impending 

end of the moratorium.

COMMON GROUND
f

To address these concerns, we have been working closely witli 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 State- 

owned EBT accounts different 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 common ground of the following four 

principles;

1. 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. The recipient should 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 aecess 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 tlie 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.

'1-

Second-To accommodate the responsibility standard and the unique recipient 

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

law does not require financial institutiom to address. EBT systems should include a toll-
f

free hotline, easily accessible 24 hours a day and 7 days a week for recipients to call 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

DRAFT 1.3 Page 4
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writing down the PIN on or near 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—Administrative 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.

And finally—Shared Federal and State government financing of the cost of 

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

all of the costs associated with providing tliese consumer protections arc considered 

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

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

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

force.

The Federal government should participate in funding these replacement because 

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

paper benefit delivery systems there is a negotiable instrument, such as a check 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

DRAFT 1.3 Page 5
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general, the government will only be liable for EBl' losses that are not the fault of the 

client. This includes new situations, not the fault of the client, but for which tlierc is no 

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

CONCLUSION

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

sufficient to protect States and recipients from potential liability in EB'f systems. We 

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 Addressing 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 

prefera^e 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 Slate must now create consumer protections de novo.

We hope that many of the Stales and advocates testifying today will repeat this 

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

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

articulated. Again, thank you for this opportunity to testify before you on EBT.

DRAFT 1.3 Page 6
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342

HR^. EXEMPTION OF STATE AND LOCAL ELECTRONIC

BENEFITS TRANSFER SYSTEMS FROM REGULATION E 

PREAMBLE
STATES HAVE BEEN AT THE FOREFRONT OF USING INNOVATIVE 

TECHNOLOGY TO IMPROVE THE DELIVERY OF PUBLIC SERVICES AND 

REDUCE FRAUD AND ABUSE IN RECENT YEARS, STATES AND LOCALITIES 

HAVE PILOTED THE USE OF ELECTRONIC BENEFITS TRANSFER (EBT) AS A 

MEANS OF PROVIDING RECIPIENTS OF FOOD STAMPS AND CASH ASSISTANCE 

WITH A MORE CONVENIENT AND SECURE METHOD TO ACCESS BENEFITS.

EBT ALSO HELPS REDUCE FRAUD, IMPROVE PROGRAM MANAGEMENT, AND 

REDUCE ADMINISTRATIVE COSTS. CURRENTLY, ALMOST EVERY STATE HAS^ 

PLANS TO IMPLEMENT EBT STATEWIDE WITHIN THE NEXT THREE YEARS FOR 

A VARIETY OF PROGRAMS, INCLUDING FOOD STAMPS, CASH ASSISTANCE,
THE SPECIAL SUPPLEMENTAL FOOD PROGRAM FOR WOMEN, INFANTS, AND 

CHILDREN (WIC), GENERAL ASSISTANCE, CHILD CARE, CHILD SUPPORT, AND , 
SUPPLEMENTAL SECURITY INCOME (SSI). STATES HAVE INDICATED THATI^ 

THFV wn.T. not go forward WITH EBT, HOWEVER. IF THE DEgSION BY 

THE FEDERAL RESERVE BOARD TO APPLY REGULATION E OF THE

FT Prm?nNTC FUNDS transfer act TO STATE AND T.OCAL EBT PROGRAMS

GOES INTO EFFECT AS .SCHFDUI.ED IN MARCH 1997.

~ —REGULATION E CREATES AN UNFUNDED MANDATE
REGULATION E WOULD REQUIRE THAT STATES AND LOCALITIES 

REPLACE LOST AND STOLEN BENEFITS EVEN WHEN THE BENEFIT IS FULLY 

FEDERALLY FINANCED, SUCH AS FOOD STAMPS. REGULATION E WOULD 

CREATE A NEW ENTITLEMENT TO THE REPLACEMENT OF BENEFITS FOR EBT 

CLIENTS, AN ENTITLEMENT THAT CLIENTS WHO RECEIVE THOSE SAME 

WELFARE BENEFITS IN CASH OR COUPONS DO NOT HAVE. A U.S. 
DEPARTMENT OF TREASURY STUDY ESTIMATED THAT THE LIAlfELlTY AND 

ADMINISTRATIVE COSTS THAT WOULD RESULT FROM THIS NEW MANDATE 

TO STATE AND LOCAL GOVERNMENTS COULD BE AS HIGH AS $800 MILLION^ 

ANNUALLY.

THE GOVERNORS BELIEVE THAT THE REPLACEMENT OF BENEFITS AND ' |
LIABILITY FOR REPLACEMENT UNDER AN EBT SYSTEM SHOULD BE SIMILAR ^
TO roLiClts c’CTTcrr fqR A COUpom or PAPER ISSUANCE SYSTEM. /I

•55 -



CURRENT PROGRAM REGULATIONS HOLD RECIPIENTS ACCOUNTABLE FOR 

THEIR BENEFITS AND DO NOT REQUIRE THE REPLACEMENT OF BENEFITS 

EXCEPT UNDER LIMITED CIRCUMSTANCES.

THE FEDERAL RESERVE BOARD DECISION EQUATES STATES AND 

LOCALITIES WITH FINANCIAL INSTITUTIONS, AND PUBLIC ASSISTANCE 

RECIPIENTS WITH DEBIT-CARD HOLDERS. UNLIKE BANKS, HOWEVER, STATES 

CANNOT LEVY FEES, SERVICE CHARGES, OR INTEREST TO OFFSET THE 

INCREASED LOSSES BECAUSE OF REGULATION E. STATES ALSO CANNOT 

DENY BENEFITS TO ELIGIBLE INDIVIDUALS, THOUGH BANKS CAN DENY 

SERVICES TO ANYONE FOR ANY REASON.

STATES AND LOCALITIES THAT HAVE IMPLEMENTED EBT WITHOUT 

REGULATION E PROVIDE RECIPIENTS WITH MANY CONSUMER PROTECTIONS. 
FOR EXAMPLE, PERSONAL IDENTIHCATION NUMBERS (PIN) PREVENT THE 

UNAUTHORIZED USE OF CARDS, AND TWENTY-FOUR-HOUR HOTLINES ARE 

AVAILABLE TO REPORT LOST OR STOLEN CARDS IMMEDIATELY. THESE 

APPROACHES BALANCE CONSUMER PROTECTIONS WITH PERSONAL 

RESPONSIBILITY WITHOUT IMPOSING AN UNDUE FINANCIAL BURDEN ON 

STATES OR RECIPIENTS.

RECOMMENDATION
THE GOVERNORS OPPOSE THE UNFUNDED MANDATE THAT IS CREATED 

BY THE LIABILITY PROVISIONS OF REGULATION E BECAUSE CONGRESS HAS 

NOT DEMONSTRATED A WILLINGNESS TO FUND THIS MANDATE, THE 

GOVERNORS STRONGLY RECOMMEND THAT CONGRESS AND THE 

ADMINISTRATION MOVE QUICKLY TO ADOPT LEGISLATION THAT WOULD 

EXEMPT STATE AND LOCAL EBT PROGRAMS FROM REGULATION E OF THE 

ELECTRONIC FUNDS TRANSFER ACT. THE GOVERNORS ARE EAGER TO 

IMPLEMENT EBT IN THEIR STATES, BUT WITHOUT THIS EXEMPTION, STATES 

WILL NOT BE ABLE TO MOVE FORWARD WITH EBT.

Interim Policy adopted by the NGA Executive Committee, June 7, 1996.
Time limited (effective Annual Meeting 1996-Annual Meeting 1998).
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EXECUTIVE OFFICE OF THE PRESIDENT

08-JU1-1996 01:30pm

TO: (See Below)

FROM: Jeremy D. Benami
Domestic Policy Council

SUBJECT: NGA Policies

As mentioned at this morning's staff meeting, we need to do a 
quick analysis of the NGA policies to be considered at the 
upcoming NGA summer meeting.

For those of you who have done these in the past, it is easiest to 
use a common format - laid out below. For those of you not at the 
meeting this morning, the analyses we do help our administration 
representatives at the Committee meetings to understand what 
issues we may have with the proposal being considered.

You do not need to do a detailed analysis of the proposal in its 
entirely. What you need to focus on are what the main problems we 
might have with the policies are - i.e., any proposals that are in 
direct conflict with administration policy. Staff of the various 
governors will be looking to our reps at the meeting for guidance 
on where the administration is - and these sheets that you prepare 
may be the only information our people have (Marcia, John Emerson, 
etc.).

If there is no problem with the policy from our perspective, then 
your sheets can be extremely brief!! However, if there is a 
serious issue, please devote the appropriate amount of space to 
describing the issue.

FORMAT:

COMMITTEE
RESOLUTION NUMBER (e.g. HR-4) 
RESOLUTION NAME

Brief Description of Proposal:

(try to limit this to one sentence or one 
paragraph describing what the policy is)



Brief Description of Change:

(what is the change that is proposed to 
current NGA policy - i.e., is this a radical 
reversal, reaffirmation, amendment, etc.) \

Administration Position:

(can be brief, i.e., administration in full / support or longer if there are significant / 
issues) /

This entire format does not need to be more than a page /in most 
cases. j

i

DENNIS: Let's talk this afternoon about how to get tl>ik done while 
you are out of town. I have an idea.
Please call with questions. With Dorothy o^, Micafi will be 
calling to track these down. -----------

Thanks.

Distribution:

TO: Michael Cohen
TO: Dennis Burke
TO: Jeanine D. Smartt
TO: Lyndell Hogan
TO: Diana M. Fortuna
TO: Diane Regas
TO: Christopher C. Jennings
TO: Jennifer L. Klein

CC: Carol H. Rasco
CC: Elizabeth E. Drye



Yvette Jackson: request from task force formed 1 1/2 eyars 
ago'report to VP re feas of national EBT . Still exists, chaired 
by 0MB Ken A; (also Ellen, Betty James)

1. lEI controversy: state initiated ebt systems with rfps that 
they approved; share costs 50-50; thru task force, 9 southern 
states alliance to do not just state but also federal; Treasury 
taken position that federal benefits can only be thru lEI (invit 
for express of interest), not RFP, can apply; basis for lawsuit 
we expect decision today

2. Letter to Sen. Lugar (Haas, Apfel, James on behalf of TF); 
same letter to Leahy, Cong. Roberts, de la Garza on House 
Agriculture; and to state work group members of EBT task force

Letter says Reg E should apply to EBT; they are afraid they will 
have to pay the cost if clients lose their cards; Reg E says that 
consumer protections; who is the card issuer? state? contractor? 
whoever it is must pay anything over $50 liability; applies to 
food stamps, AFDC; report loss within 24 hours

Proposed legis to exempt EBT from Reg E; was in HR4

Federal Reserve Board issued a ruling 1 1/2 years ago saying that 
EBT is no different; won't implement till 97; VP asked that it be 
delayed; now testing impact of Reg E; does it increase exposure?

consumers say: why should poor people get less protection? we've 
touted we will use the existing financial structure

compromise on additional admin controls: under what circs states 
could refuse to replace benefits; restrict use in certain 
locations

letter says right thing to do
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FEDERAL ELECTRONIC BENEFITS TRANSFER TASK FORCE
300 7tta Stmt, S.W^ Suite 801 

Washln8ton,D.C 20024

JUil' 1995

i> i

The Honoiable Richard 0. Lvgar 
The United States Senate 
Washington, D. C. 20510-1401

Dear Senator Lngan

Enclosed is a copy of the May 1994. Federal EBT Task Force Report, 'Creating a Benefit 
System That Works Better and Costs Less" outlining a strategy for nationwide EBT, Two 
key points of that strategy are that EBT be built on the existing commercial systems and that 
states have the flexibility and choice to pursue their own implementatloni of BBT based on 
their needs.

Many stakeholders Involved In writing the report stressed the critical importance of using 
commercially compatible systems across the states because these systems have already 
addressed and dealt with major isues such as avoiding excessive costs and unnecessary 
exposure to risk. Using the existing cwnmeiclal systems will be cost efficient for the retailers 
because it will allow for a unifonn operating environment and standardized EBT transaction 
processing.

StatM have a choice and need flexibility in implementing EBT to meet ihAfa gretA 
requirements. We want to work with the states as partners to develop and implement EBT in 
the most cost-eflective and efficient way to save tax dollars and allow recipients to receive 
their benefits on-time and in a safe and accessible maimer. We believe the Membets of 
Congress and our stakeholders share these goals. However, we believe the language in HR 4 
may hinder our attlity to implement a successful nationwide EBT system.

Specifically, we are concerned with: "(B) Subject to paragraph (2), a State is authorized to 
procure and Implement an on-line electronic benefit system under the terms, conditions, and 
design that the State deems appropriate, except that each electronic benefit card shqll bear a 
photograph of the members of the household to which such card is issued."

The national EBT strategy, as outlined in the Report, features two converging paths and both 
paths are based on the existing system that supports commerolal debit and credit cards. We 
expect to save taxpayers money by delivering benefits through this already established 
infrastroctune. For this reason, we believe the language in HR 4 should be stricken.

R-99% 202 260 6910 06-07-95 02:24,PM PO02 #23
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Hoaomble Richard O. Lugar

We beUeve the language in HR 4 conoemlng the eUminatton of Regulation E covemge for 
EBT should be removed, hi the conunercial inftastmctnre Regulation E is to
^vide consumer protection for partlclpanls in electronic fluids transfer systems and sets 
limits on consumer liability for unauthorised account transfers.

While both federal and state agencies believe that EBT paiticipants be provided 
consumer protections, the controversy sunoundlng the application of Regulation E to EBT is 
in assuming liabilities of undetermined \^ue. States are wary of potertdally excessive 
liability iBsultlng from fraudulent claims. For this reason, the Administration is exploring 
options such as legislation that wlH allow states and the iF^eial government to apply 
administrative controls in order to avoid losses due to ftaudulem reporting of unauthorized 
fund transfers.

We believe that recipients should be afforded similar consumer protection as 
customers. The EBT Task Force and members of the advocate communlly have been 
working together to develop administrative controls which we believe, if properly managed by 
the Government-designated card Issuer, will provide such protection to goventment 
beneficiaries, while safeguarding the taxpayer fiom the possibility of excessive costs 
associated with Regulation B claims.

We would welcome an opportunity to meet with you to discuss these issues and other options 
more fully and determine how we can work with your Committee to eliminate the specific 
language in HR 4 on BBT.

Sincerely,

Kenneth S. Apfifl/ i 
Associate Director for 
Human Resources 
Office of Management and 
Budget
Task Force Chair

Ellen Haas 
Under Secreraiy for 
Food, Nutrition 
and Consumer Service 
Agriculture Department 
Task Force Go-Chair

%

M. J 
AssistanrAc

for Managemorn^d Budget 
Dqxuttnent oil^lth and 
Human Services 
Acting Task BCttce Co-Chair

Enclosure

R-93?i 202 260 6910 06-07-95 02:24PM P003 #23
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EXECUTIVE OFFICE 0 F THE PRESIDENT

TO:

FROM:

CC:
CC:

08-Jun-1995 10:02pm

Diana M. Fortuna

Carol H. Rasco
Economic and Domestic Policy

Jeremy D. Benami 
Bruce N. Reed

SUBJECT: RE: intelligence on ebt issue

Diana, thanks. Since I know we will hear from Walt Patterson more 
than likely on this would you call him on Friday and tell him this
latest piece about the liability and tell him. I.w.as j.ust—wondering
if he had any thoughts on it. Don't worry if you don't know 
anything yet orT~the HCFA rules, you can always say you are working 
on that, which you are!



United States 
Department of 
Agriculture

Food and 
Nutrition 
Service

3101 Park Center Drive 
Alexandria, VA 22302

TO;

FOOD STAMP PROGRAM 

DATAFAX COVER SHEET

DATE:

'i

OFFICE:

PHONE:

FROM:

OFFICE:

PHONE;

SUBJECT:

REMARKS:

NO. OF PAGES INCLUDING COVER SHEET

[rtipqt/H'h 01 wrm'u mj.s iioo^



Distribution Llatt
Senator Leahy, Hanking Minority Mowber

Committee on Agriculture Nutrition, and Forestry
Representative Pat Roberts, Chair 

Committee on Agriculture
Representative de la Garza, Ranking Minority Member 

Committee on Agricnilture
Representative Bill Emerson, Chair

Subeommittae on Department Operations,
Nutrition, and Foreign Agriculture

Representative Gary condit, Ranking Minority Member 
Subcommittee on Department Operations,
Nutrition, and Foreign Agriculture

Michelle Meier
Consumers Union
Delores smith
Federal Reserve Board
EBT Task Force Federal/State Work Group Members
Members of the Southern Allianoa of States
EBT Task Force Principals and Executive staff

R-99« 202 260 6910 06-07-95 02:24PM P004 #23
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i

TALKING POINTS ON REG E

WHAT IS THE CONTROVERSY SURROUNDING REG £ AND EBT?

By Regulation E of the Electronic Funds Transfer Act, the bank 
customer’s liability is limited to $50 prior to reporting the 
loss of an ATM card, with no liability after reporting the lost 
card.
The controversy surrounding the application of Reg E to EBT is in 
assuming liabilities of undetermined value. States worry about 
potentially excessive liability resulting from fraudulent claims.

WHAT IS THE ADMINISTRATION’S POSITION?

The goal of the Administration is to ensure that recipients are 
provided with the same basic consumer protections as commercial 
customers without opening the door to fraudulent claims of lost 
of stolen benefits that would be reimbursed under Reg E.

The Federal EBT Task Force and members of the participating 
agencies have been working with the recipient advocates to 
develop a set of administrative controls to help manage 
Regulation E liability. States have not participated in this 
effort since their position is to eliminate Reg E for EBT.

WHAT WILL THE ADMINISTRATIVE CONTROLS DO?

The administrative controls will provide basic consumer 
protections for recipients while safeguarding the taxpayer from 
the possibility of excessive costs associated with Reg E claims- 
Administrative controls include requiring that (i) claims be in 
writing, (ii) claimants give reasonable cooperation, and (iii) 
limited future access.

HAVE STATES BEEN BRIEFED ON THE ADMINISTRATIVE CONTROLS?

Yes. The Pederal/State Work Group which is comprised of 8 
officials from various states who meet with the EBT Task Force to 
discuss and vet EBT state partnership issues have received copies 
of the proposed administrative controls. The Federal/State Work 
Group met with the recipient advocates on February 8, 1995 and 
with the EBT Task Force principals on February 9, 1995 when the 
administrative controls were discussed as a strategy to help 
manage costs associated with Reg E liability.

The Work Group, and state association representatives also 
participated in regularly scheduled conference calls where the 
proposed administrative controls were discussed. The 
administrative controls were also included in the Invitation for
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Expressions of Interest (lEI) which is the vehicle issued by the 
Treasury Department on March 9, 1995 to acquire EBT services for 
the Southern Alliance of States (SAS).

IS LEGISLATXOK KECESSARY?
Yes. The Administration is developing proposed legislation which 
it believes will resolve the Reg E controversy. Unless the 
advocates and the States coit^)romise on this issue, EBT will lose 
momentum with either the States or with the advocates (who will 
say that the Federal government is unfairly discriminating 
between rich and poor).
The proposed legislation will follow the complete clearance 
procedure and input will be obtained from recipient advocates and 
states. The Administration should propose legislation dealing 
with the administrative controls within the next 30 days.
On June 7, 1995, the Task Force Chair and Co-chairs forwarded a 
letter to Senator Lugar which stated their concern with EBT- 
related language in HR 4 and requested a meeting to discuss other 
options for dealing with EBT and Reg E.
nn&T ARE THE NEXT STEPS?
1. A conference call is scheduled for Monday, June 12 at 2:00 pm 
with the EBT Task Force, state association reps, members of the 
Federal/State Work Group, SAS reps and participating agencies to 
discuss the letter to Senator Lugar and the proposed legislation.
2. Treasury and the EBT Task Force should complete bill drafing 
by June 16.
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MEMORANDUM TO JEREMY BEN-AMI

FROM: DOROTHY
SUBJECT: TREASURY EBT UPDATE
DATE: MARCH 29
I've spoken with Sandy Mancini this morning 
can tell us about the status:

This is what she

1/ March 9 
2/ April 6 
3/ October

invitations went out 
when responses are due 
awards

Sandy is calling FMS about writing the memo. She's reticent to 
write carol until she speaks with a Treasury attorney (John 
Bowman) about what Treasury can say in a regulatory matter. sne 
plans on sharing information with us but wants to be cautious.

She said a problem would arise if we tried to change their 
orocess. I explained that is not our intention; we ^ust want to 

"know what's happening. She also asked if our problem is that||gy^(7 
only banks are being elicited. I assured her that we have “
problems, but would just like to be better informed.

Sandy has place the calls into the appropriate people and is 
waiting on them to instruct her. I said we would write the memo 
if she gives us info., and I asked if we could receive a memo on 
what's not controversial while she's waiting to hear from the 
attorneys. She's not comfortable releasing any info, right now 
other than the above dates. She also said she hasn't heard about 
opportunities for the public to comment.

j

0^ .yV"



»pwi

- -'- .

iSlififiiiiliiilSiii^

'5?;-■■'-^-v'''.'^



Electronic Funds Transfer Association

To: IBT incusiry GounCii Stsfir:"!9

FrOiT-: r‘

R.?. TG

Dsts'
l> ;..t?BF»rssrtS(k-»V' ,1.V<. :•»'*»• .•■^P”~Trr«g ..* . i ^ ' ' “■

B-^iosfli^ wi* 'K^ final prcoof^ec - a- tf'c lehar(Jocupienuno the council s concerns rejjaraing 
th^'iK3uan^ V ir PS-S50 fres ?o propofsa cnangas mat you daam ny,ca^r>.

We havP !u,e di-woveraO that the IE! will be t^teasea early next week a.nc the* me opponur.iv, t:

the Department of Treajufy. If I do not hearfrorr. you, i wilt assume you suguen ms 's>6^^ ■

rsJi'm vOor to /0^i'43i-71 it.

’ ejpCC- o '

□ I supsen reiesss at
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Electronic Funds Transfer Association

li
The Honorable Robert Rubin 
Secretary
United States Department of Treasury 
1500 Pennsylvania Avenue, NW 
Washington, DC 20220

Dear Mr. Secretary:
Vice Prasiderrt Gore's National Perfor,T.snca Review recommended improving the efficiency and 
effectiveness of government service by pursuing the development of Electronic Seoeftts
Transfer (EST) for benefit payment p . mtlally, the effort to implement EBT nationally will focus 
on programs such as general asslstsntfe c stamps, and AFDC. The full range of potential programs 
could include the electronic delivery of gcivemment benefits to veterans, students, retired civil servants, 
and the unemployed that would represent over $100 billion per year. The Electronic Punas > rt aster 
Association (EFTA) and one of its working groups, the EBT Industry Council (Council) unsf: riousiy 
agree with this endeavor and wholeheartedly support the Administration's efforts to impitms; : s
nationally by 1090. However, the means being established to accomplish this worthwhile gc.^; 17 ,33 
several profound public policy questions.

The Council has carefully reviewed Issues such as procurement methodologies over ine last several 
months and wishes to share the conclusions that were reached. Given the diversity of corr(&®mes 
represented by the Council, broad consensus, rather then unanimity, was sought and achieved, m some 
cases there was fundamental disagreement Involving the proper roles of government, large fir.ar.cisl 
institutions, and Infomtatlon pfocessots-all of which were represented at various paints ,n 
discussions, such disagreement is reflected in this document, Nevertheless, the Ceuncii ^i, j 
analysis will be banefloial to your deliberations.

Our focus here Is on the acquisition process that the Federal EST Task Force, tn conjuna^ri ; -a 
Oapartment of Treasury, has proposed to procure EBT services from the pnvate sector, vvr- ,r; - ^
exception of large financial Institutions that support the Invitation to Express (ntersst pr.; 
maiortty of the Council !£i pfoce:v.£ ^farnaticaiiy
RFP process and 'works f^aair^si Pw&Ht wsys. 5psditr:<,:.y. 'js this levti. vr;
there are at leas* sw ■ssk's;: wry Cot^sp- U:e' itI precsss not previa- e sUiiStsfe
model or framework rer sc,Sieving the ^dmlnistratioft's goal of implementing s •'national system sy 
the end of the century. Those reasons are sum.maiixeq ss »'oiiows:

1. The lEt process wnrteeesaariiy limits for &ST ct.^^racu by breciudlng aP Put ifcfga
depoBitory firanaia; snr/Jtatlons from tscui, pni^' .£« P^v-tais, as cum&n%
being constructed, iir ‘^petition by qusH'fr >• pc>i«r-.u«f 'v^-rtsin v-hiena. Cmena Bus
essential, but in this ■- effect is mat Cf?:y- -srpa. a‘:dar»'-i>- ispsi^^Aory ir.str,u'.;y.is mseirrig
specific eeDlteihcatic'. .7 -- ri»menis can submit. * Dip v-r. E*:-t ■■ oreciuur-s s>.*h*t»er
non-deDOsitery finsnv^f.:- &np ■: EST .nfcrmstTn-n
technolocv from ects.hs s$ prime ccmr&osors 8ho is not 10 ' Ejseci-dve aao yuneressiosa;
interrf *q prerr.Qte vw-iespresd private secAor competitiofi. fes ft*;- the •-umpe«ito;'. >ri
CommtSi'’? Act. Large financial inslltutiOhS ?r.et in daostfe n-ith.h tds cc^ncsi argvigc
thi* '•$ acsrpprlete. Pssis'UhQ c-ul tr-at i'w sTiiasitfAi ^wovM&rn^fnis srso
respisfK.-:b'ni{ie5 last apply to ;.:isi:,TTT7.'')' i^v?: of protectiort to
the covemnem. Wkcrtovar. tn#^y 0 would nci ‘O tnis^tevei ct
recv'sti*- Jsr- c3t V:- Ic. rr?a;s u-;; 10 - ' V?'* Ciunckl gonereiiy

5SO UtrniOA Farkwey Suite J90 VirtiliiO
Ttitphijne TCii.iSS ,9606 ractimtie fOS 4Si .7! St'
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BiFlI!^aareed with this afgumant. noting that, In most states. Information saiviM provldars acting as prime 

contractors must secure performance bonds before EBT contacts are awarded.

4 The statutory authority cited by Treasury in support of ths procurement restrictions imposed 
t not apply in the case of EBT. because EBT is more than purejr a
kankind function Thfl lEl orocess has been used by Treasury to acquire financial and depository oS°-ba2d MneSu that ara dlraei feaaral paymers. In mesa casea. Treasury reiiea on me 
Natianfll Banli Act of 1864 for authority, and the Department now Intends to rely on the same arAhonty to 
SStend me ISI praidur. Z eTt e^uialtldns. lliasuiv nold. mat tms la* wuires It td das.9n«o 
finjinidai Institutions as depositories of public money and to use them as financial agents by the 
aovemmsnt. The Council agrees that this sort of restriction would be appropri^e if ^1 ih^ were involved 
in EBT is a pure banking or r^.scosltory function, but not when applied to broader activrtios l^oivtng the 
usfof la^^SSirinformatiJr syste The Council holds that the mere fact of transferring cenefit 
pavments^iectronlcaily does not transfonn the food stamp and other benaTii functions into oankins 
functions to be controil^ by the Trsasu'-y Department. Indeed, raguiMiens issued by USDA s Food and 
Consumer Service 0=CS) explidtly state that BBT systems are basically vOrttputer-basod data proccs^ng 
systems and that acaulaiticns shot-id se csnducted in d manner that crovidos open comoetiticii amend orovideS Tho Coundi that there is suDstantialiy mo^e -
eiectropic fund-s transfers Including a range of nort-financial services, sucn as dS'r o-..aSSSoP ^d development efforts. But mere is an oovicus midce rne
fsTpreMSS ^ouid be used to allow a state to select a concantretcr bana for its EcT cro-e^.s ^
tho sonvamional Reauest for Proposal (RFP) process to select a pr-ms contractor *u desiv,:'
:is ryifam
3 The oroaniaationt which laaua the benefits, auch a* the Departments o: Aiinc*
fenri Htaiih end Hum&n SsjvIm® (HHS)„ hav« th© statutory to ■
rules for 66T programs, net Treasury- USOA edministers lh» icvc 
-•.-M Ad of 1977, As a result of the 1990 Mickey Leiand ■
-*n„-ation« for 6BT systems. These regulations set forth comprsner-stve .mu5 ^eam the approval netessorv to obtain foc^r.i rnshois- 
;SbSq ^islation governing 68T pregnim-s in other agencie.s and dapanmanb. .v...

4 and Fedsnal iST Tsas Force are
aa oert of the lii precAss without the standard pueiic ;! :

Adminiutnitiva Procedures Act. As ifipicatad ssrliar. the Council cc.^vas „
s dramatic change from the cun-am RFP w-:. .i,

"r,ns!anmd. orovisic-s of l"ie Admioiislrihve Arcojdurfcs A,rr f*
:^s:;inc asenev to o«S7s^ proposed - ■

i'g§j eaT regue’Str'v sv uswA 7‘"'
iocuided commam? by :n^tnuiic*5,

A5=6ci«t;f.r .... . -
nadirs r,av- ‘-c >6

’-mutior-hRve I.;.;
O^iho IS' CfOcA'^s 7-.;i -■ '^■ ■
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Technology Asssssmem report, Mming
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The Washincton Post 

Friday, March 17.1QQ5:

' HE REGULATORS
Tnrklimr Treasury’s Approach

Battling Over Who Delivers the Benefits in the US of ATM
_______ ✓ si (TC oJr ■5lJta>CESCf^n------- r-— ----------- ------ ---------------- money to be spent from Special accounts.

By Cindy Skrzyda For financial institutions and companies in the
' Wastogton PD5<sufl Writer ^------------- busiii^ of developing such systems, the

£g to create a Mtionwide electronic system That was u^ would-be bidders realized that
to deliver sudi state and federal government only banks need apply. ^ rH'£Saswe.are.fo^stampsandS<^ I

Tl5>ystem-to replace an unwieldy government's agent in se^g up an el^tronic ^
paperid one that is prone to fraud, theft benefits transfer system “to^a^tee Ae

would keep track of transactions and allow See THE REGULATORS, F2, Co BYttnnatNoisroRT

Gov«nmenl Wants to Use ATMs to Dispense Benefits
f '

BY WITH BtNOIS rOR THE WASMlMfiTnH pr

THEJtEGULATOB&gromFl
10 other banks to handle flie rest of the uanitfry-

Ears pricked up among members of Congress 
who'feaied their constituents might be held 
ho^ge to bank-owned automated teller 
machines, forcing them to retrieve benefits far 
from their neighborhoods. Social services groups 
such as Jane Addams Hull House in Chicago 
expressed reservations. And electronic 
processing companies howled that the decision 
was anticompetitive.

“Why should we have a set of rules that says 
banks aaoaljproRide these services?* said 
Micteel;LjilfIpa,prBadeBl«flra««aetl*e 
Cerp., Whidh is running a system in Texas that 
will.deiiver about $3 billion in state welfare 
behefiUti«DMC^ “point of sale”electro(iic 
termiiials in sndi liaces as gnooerjr stores.

Treasury offidaSsand bankOT say 
‘^psocesaQa*sudiasTcansactire wiO be able . 
to act a^ aaboodactors in dsbocang the
beDe^saceiacideaistoiqgsrluckoato
exSstfiqg tednxdogf. It’s also opccted ^tat 
badksiwS‘have toc99anddMir ATM networks 
to ddseir these aenaces.

WUiaa nUHps, <firector«f fiolicy
deiclppsieslibrtfaeftamrfeasBanlns 
AiisdiatiBU, saM fliere wilbepartBexsiape 
and eomnrlB i(B3Ded with dvAparly 
propers. They aren’t Becenrily 
siAcuntractog.*

PSoboCERS OFflESH CmCKERS feJt they 
got the cdd shotdder this week wten the 
Departmont of ApforttursTsTood Safety and

iMpadka Sonin decided to ^ €0 more 
days to the asnsnent period on a rule tint 
woidd not ^ow birds frozen bdow 26 degrees 
Fahreidieit to be called fresh.

The California Poultry Industry Tederafion, 
which represents producers of fresh poultry, 
has pushed for the rule. The new standard 
would be a blow to ite competitors, who can 
freeze birds below 26 degrees, ship them 
around the country and still command the 
higher prices charged for “fresh" poultry. 
(Current policy says birds above zero and 
below 40 degree? are considered fresh.)

The Caiifocnia prochicers contend that the 
NsBonaf BraBsr Coaadi tamed iq> the heat on 
USDA to delay the rule because it feared the 
possibility that its jffoducers' birds might get 
labeled‘^irevioiBdyfi^tuaL”

MIcharfTaylar, adminwriatorofflie Food 
SafeW and Lupectioa Service, said the defay 
“was strictly a matter cf bemg sure we have a 
process that considerB all the rdevant issaes."

The Brofier Council said it needs more time 
to review aa Agriculture D^MUmeot research 
report that lonited athow vazious 
temperatures a£Eected|^“seusoFy and quality 
characteiiBtica?'of potutryL

The fresh dudcen people view ail tins as 
fishy. They pfan tojnaxch outside the 
Agricoitiire Department today decrymg the 
delay, Anaong them will be a fauraan “chickEa" 
carryinga placard that says, “USDA is 
chickening oat on the firesh podtry rule.'

WHAT MYOff OOwhenyourlmsbaadsues

your boss, especially if your boss is the 
presidertt of the United States?

It happened this week wtei Timothy 6. Oyk, 
a pa^er with Jones, Day, Roavts & Pogue, 
filed suit on behalf of theU.S. Chamber of 
CoBBMrcs and other business groups 
challenging ProsidsatCliatsa's authority in 
issuing a recent executive order that bars 
federal contractors from luring permanent 
repfaw^emeota for strikers.
‘ His wife is Sally Katzen, a high-ranking 
Clinton administration appointee who runs the 
regulatory affairs shop at the Office d 
Han^eMt aid Budget An GMB 
spokesmah said that as soon as Dyk took the 
case, he called his vrife and told her she had to 
recuse hersdf fropn the striker replacement 
issue.

“She-was not at aS iitvdlved before he took 
the case,” die spohesman saM-

As ferwheAer this creates an 
unoomfortaMepoBtkal situation for Ins wife, 
Dyk said; T don’t vrant to get into Aose 
issues."

OUT fOR COMMENT: Faderal
Treur*-*^ BMmA

Hundt was delict to get Jiis Stolen 1087 
Buick Century back after it disvpeated cot of 
Ae garage under PCC hearkioartets, but 
disrobed that be couldn't get into it The tlnef 
kept the keys and Umdt bad no spare. He had 
to take a lockamith with him to the 
impoundment lot.


