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Date of Hearing: April 21, 2014

ASSEMBLY COMMITTEE ON BANKING AND FINANCE
Roger Dickinson, Chair
AB 1927 (Frazier) — As Amended: April 10, 2014

SUBJECT: Student financial aid: debit cards.

SUMMARY: Specifies the creation of policies comtag the issuance of financial aid via

debit cards. Specifically, this bill:

1) Requires the Board of Governors of the Californeartunity Colleges and the Trustees of
the California State University and requests thgdRés of the University of California as
well as the governing bodies of private instituighenceforth be referred to as "educational
institutions") to adopt policies relating to thellirsement of financial aid via debit cards,
prepaid, or preloaded card (All further referenaékbe to "debit cards").

2)

3)

Specifies that the aforementioned policies shoeldded for negotiating contracts between
educational institutions and financial institutions

Provides that the policies adopted shall be ctersisvith federal law, and ensure that
contracts between educational institutions andkdan other financial institutions to
disburse financial aid onto debit cards shall nileetfollowing standards:

a)

b)

C)

d)

9)

Prohibit revenue sharing between educational utgiits and banks or other financial
institutions;

Prohibit the sale of private information that ttedent or the educational institution
provides the bank or other financial institution;

Prohibit the bank or other financial institutioorfin imposing fees on a student for the use
of the debit card. Any fees imposed by the banétber financial institution shall be paid
by the educational institution;

Prohibit the debit card from being cobranded, whretans including the logo of the
educational institution;

Ensure that the student does not incur any cagpéming the account or initially
receiving the debit card;

Ensure that the student has convenient accesramah office of the bank or an
automated teller machine (ATM) of the bank in whiloh account was opened or of
another bank, so that the student does not ingucast in making withdrawals from that
office or those ATMs;

The branch office or ATMs must be located on thecational institution’s campus, in an
institutionally owned or operated facility, or imtiately adjacent to and accessible from
the campus;
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h) Ensure that the debit card can be widely used; and
i) Not market or portray the account or debit cardppid card, or preloaded card as a

credit card or credit instrument, or subsequentiyvert the account or debit card to a
credit card or credit instrument.

EXISTING FEDERAL LAW

1)

2)

Pursuant to 30 CFR, Section 668.164, providesah&ducational institution may establish a
policy requiring its students to provide bank aggdanformation or open an account at a
bank of their choosing, as long as this policy doasdelay the disbursement of specified
federal loan funds to students. Requires instiigtithat open bank accounts on students’ or
parents’ behalfs, establish a process that studemarents can follow to open a bank
account, or assist students or parents in opemioguats to do all of the following:

a) Obtain written consent from the student or paremigen the account;

b) Inform the student or parent of the terms and dom associated with accepting and
using the account, before opening it;

c) Refrain from making any claims against the fundth&account without the written
permission of the student or parent, except toecb@n error in transferring the funds;

d) Ensure that the student or parent does not ingucast to open the account or initially
receive any type of debit card, stored-value carather type of ATM card, or similar
transaction device used to access the funds irattaiunt;

e) Ensure that the student has convenient accesiramah office of the bank or an ATM
of the bank in which the account was opened (0kBM of another bank), so that the
student does not incur any cost to make cash vathals from that office or those
ATMs. This branch office or these ATMs must bedliedl on the institution’s campus, in
institutionally-owned or operated facilities, orrnmediately adjacent to and accessible
from the campus;

f) Ensure that the debit card, or other device bsawidely used (e.g., the institution may
not limit the use of the card or device to paracwendors); and

g) Not market or portray the account, card, or deag@ credit card or credit instrument, or
subsequently convert the account, card, or devieecredit card or credit instrument;

Allows schools to contract with servicers for tlteranistration of any aspect of the school's
participation inTitle IV programs and specifies that a school megeat the standard contract
terms and conditions in a servicer’s proposal fivering credit balances or negotiate the terms
and conditions to meet the specific needs of theaoor its students (34 CFR § 668.25).
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EXISTING STATE LAW

1) Defines the term "debit card" as an accepted caodher means of access to a debit
cardholder's account that may be used to initigetrenic funds transfers and may be used
without unique identifying information such as agmal identification number to initiate
access to the debit cardholder's account (CivileJadV] § 1748.30).

2) Limits a debit cardholder’s liability for unautheed use of a debit card (CIV § 1748.31).

3) Provides for a variety of student financial aidgmaims including the Cal Grant programs and
the CCC Board of Governors fee waiver program. r€hiraw requires that eligibility for a
Cal Grant and the determination of financial neectcomplished using the Free
Application for Federal Student Aid (FAFSA), anatlhis application be used for all
programs funded by the state or a public institubbpost-secondary education, as well as
all federal programs administered by an educatiorsditution. Current law makes an
exception to this requirement for the Board of Gawves fee waiver program which is
authorized to use a simplified application desigftedhat sole purpose (Education Code §
69432.9 and § 69433).

FISCAL EFFECT: Unknown

COMMENTS:
In citing the need for the bill, the author's offiprovides the following:

According to a 2012 report by the U.S. Public lesrResearch Group, Campus Debit
Card Trap, banks and financial firms are formingtp@rships with colleges and
universities to produce campus ID cards and toraffedent aid disbursements on debit
or prepaid cards. The federal government requileg schools disburse financial aid
refunds to students free of charge; however, tdebé cards can come with fees for
other services that can take away from studentls'As a result students end up bearing
some costs directly, including per-swipe fees, tinayg fees, overdraft fees, ATM fees and
more.

The report contends that debit cards for disburdungds may be good for colleges, but
argue that cash-strapped students absorb the cdsts.U.S. Public Interest Research
Group study finds that some debit cards come wih &is high as 50 cents per swipe in
transaction fees, $38.00 per overdraft and $10dd0rfactivity after six months without
use. The PIRG study also finds that students téulip realize what they are signing up
for when they elect to receive their financial awlard via debit card.

A February 2014 report by the United States GovemnAccountability Office (GAO)
identified the nonbank financial firm Higher Oneths dominant provider with 57
percent of the market share. Higher One has cotdraith a number of the California
Community Colleges and Districts, as well as aparship with California State
University Fresno to distribute financial aid, imcling CalGrants.

In August 2012, the Federal Deposit Insurance Caapon (FDIC) ordered Higher One
to pay restitution of nearly $11 million to apprmately 60,000 students for unfair and
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deceptive practices, and was obligated to pay ¥XADin civil penalties. Most recently
in November 2013, Higher One entered an agreenoesettle a class action lawsuit for
$15 million. The lawsuit was initiated by studentso claimed they were being charged
excessive fees and were misled by marketing tfeatéad Higher One’s product was the
schools’ preferred method of receiving financial.ai

The GAO also reports that many concerns have ba&sed over revenue sharing
agreements that may exist between colleges andacted third-parties. Federal

officials and consumer advocates question wheteepayments or benefits that a
college receives may encourage schools to choosataact that provides the school the
most revenue, as opposed to a contract that bestséhe needs of the students.

AB 1927 arises out of concern that college studen@alifornia that receive some form of
financial aid via debit card may not be aware efaltual costs of using this method of receiving
aid, and that the relationship between educatimsétutions and financial institutions has
created pressure to over promise and under dehedvenefits of a debit card use for financial
aid delivery. The GAO released a report in Febréx 4,College Debit Cards, Actions Needed
to Address ATM Access, Student Choice, and Traaspgihat raised several concerns that are
the subject of this legislation. The GAO repourid that the use of debit cards can be beneficial
for students and schools. The use of cards fodigltlirsement can lower the costs of issuing
paper checks, decrease chances of fraud, expaatibinality and defray costs of student ID
cards. These cards also provide revenue genexgjportunities for campuses as some
campuses and card providers have payment arran¢ebesed on card activity that can bring in
extra money to the campus. Additionally, finanei@l offices can outsource their disbursement
activities and the accompanying overhead costse@ard providers. These cards can benefit
students by providing a way to enter the mainstraarsome college students are unbanked.
When such cards are linked to the student's ID it&ah provide multipurpose convenience as a
single card can perform banking functions and itatéd access to campus buildings and library
services. Funds can be available the same dathiéyatre released to the provider, versus 2-3
business days of direct deposit, or 5-7 days fpepaheck.

The GAO report examined the common complaintsragifiom the use of debit cards for
financial aid disbursement. The following are sarhéhe GAO findings:

Fees: Generally the fees charged for the use of collegetdards were similar to those fees
charged for basic checking accounts offered byonatibanks. Fees were also lower for college
debit cards than for alternative financial serviltes check cashing stores. The GAO found that
fees for transactions involving personal identifica numbers (PIN) exceeded those of
traditional bank accounts as Higher One and Cikbegpresenting 60% of the market charge
$0.50 for transactions that use PIN rather thanadige. No other basic or student checking
account reviewed by GAO charged this fee. Thecéebe avoided by authorizing a purchase
with signature, but the signature option involvheasing the "credit" option on the point of sale
device which be confusing for students as the saaddebit card, not a credit card. The use of
student debit cards can also lead to the imposttigkilT M charges if the student uses an out of
network ATM. Typically, these fees range from $2$B.00 per transaction plus the operator of
the out of network ATM may also impose a surcharfgaround $2.00. However, these out of
network ATM fees are very common across all tyddsaalitional banking accounts.
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ATM access. Out of network ATM charges may be common amdhtypes of bank accounts,
but the access to ATMs for college debit cards oragte situations where students face
surcharges that could otherwise be avoided. AT¥erage varies from school to school. Also,
at some schools, students may face lengthy linesdess free ATMs, or that ATMs are in
locations that are not available outside of norimainess hours. Federal Department of
Education (Education) regulations require that stisl have "convenient access" to ATMs or a
branch office where students will not incur anytsasaking cash withdrawals from the bank in
which the account was opened. The definition oh\@nient" is that the branch office or ATM
must be located on the institution's campus, ititutgonally owned or operated facilities, or a
location immediately adjacent to and accessiblmftioe campus.

Neutrality: Concerns have arisen that school addstry practices may influence student's
choice of the debit card option even when it matyb®the best choice. Schools can appear to
implicitly or explicitly endorse college cards \tizeir relationship with the card provider and co-
branding of the card. Many students have beenddoitelieve that the co-branding is an
endorsement and indication that the school hastiaégo the best terms. Four of eight card
providers interviewed by the GAO said that at lesashe of their agreements with schools
include exclusivity clauses that bar other finahiiatitutions from located ATMs or an office

on campus. Signing up for a college debit cattieésoption of the student, yet in some cases
schools do not provide payment options in a cleareatral fashion which appeared to
encourage the students to pick the college cardather options.

The GAO is not the only entity to report on thi®get. On March 10, 2014 the United States
Department of Education, Office of Inspector Geh@@®EOIG) released a report, "Third-Party
Servicer Use of Debit Cards to Deliver Title IV Fsi' DOE OIG performed work at schools
that outsourced credit balance delivery gave sersisignificant control over the Title IV funds
delivery process and relied on them to meet Tiledgulations. However, the schools did not
appear to routinely monitor all servicer activitretated to this contracted function, including
compliance with all Title IV regulations and stutdeomplaints.

1) Schools did not prevent their servicers from usimagketing and other strategies to persuade
students to select their debit card over otherlabis options.

2) The schools’ servicers appeared to deliver Titlduhds to students without charging fees.
However, students who chose a servicer’'s debit @atidon could incur fees after the servicer
deposited the funds into the student accountsonmescases, those fees appeared to be
unique or higher than those of the alternativerfaia service providers.

3) Schools had financial incentives in their contradth servicers that created the potential for
conflicts of interest that could influence schofflaals’ decisions and actions at the expense
of student interests.

4) Schools that contracted with Higher One had fee-A&Ms on campus, but one school that
contracted with Sallie Mae did not.

5) Schools provided, or servicers collected, stud&ierimation that was not needed to deliver
credit balances. In addition, the schools did nohitor servicer activities for compliance
with Federal requirements for handling personalniifiable information.
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Pending federal rules.

In response to a series of public hearings anckadalr efforts, Education began a negotiated rule
making process to expand the rules governing ds&looent of financial aid via debit cards. The
proposed rules are as follows:

1) The school must disclose conspicuously on its viepsr otherwise make public, the
contract arrangement in its entirety.

2) Prior to the student or parent activating a dednitidor the disbursement of funds the school
must do the following:

a) Inform the student or parent of the terms and doorh of the account, and obtain in
writing affirmative consent from the student oreuatrto open the account;

b) Review any information that is provided to the stoidor parent about the account, and
the debit card associated with the account, torertbat the information is presented to
the student in an objective and neutral manner;

c) Acquire consent from the student or parent pricgeinding a debit card, prepaid car, or
access device associated with the account;

d) The school may not offer a debit card associatél thie account that bears the
institution’s logo or mascot, or that otherwise lrep an affiliation with the institution;

e) The school may not make any claims against thesfimthe account without the written
permission of the student or parent, except forembing an error in transferring the
funds in accordance with banking protocols;

f) The school shall ensure that the student doesonot any cost in—

i) Opening the financial account or initially recegithe debit card, prepaid card, or
access device associated with the account;

i) Maintaining the account; or

iii) Using the debit card to conduct any transacticangtATM located in any State as
defined in 600.2;

g) Must ensure that the debit card associated witlatiseunt can be used nationally;
h) May not market or portray the financial accountitieard as a credit card or credit
instrument, or subsequently convert the accound, ca device to a credit card or credit

instrument;

i) May not assess the student or parent any overféetif the financial account is
overdrawn;
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j) Must ensure that:

i) The provider of the card or device provides thelstl or parent with pass-through
deposit or share insurance; and,

i) The card or device does not have an attached fioeedit or loan feature under
which repayment from the account is triggered ughendelivery of a Federal
payment, including a deposit or transfer of tite HEA program funds into the
account; and

k) The account provides the student or parent witthallconsumer protections that apply to
a payroll card account under the Electronic Fureh$fers Act; and,

[) Ensure that the financial account is in the studemtparent’'s name, or for a financial
account that is a pooled custodial account, thasdunt (or card or device) is in the
student’s or parent’s name. The custodial bankw@atcmust be established in the name
of the institution or the institution’s third parsgrvicer, and must be set up to ensure that
any title IV, HEA program funds that become the lpddunds of the custodial account
are credited immediately to the student’s or padentbaccount (or card or device).

These proposed rules are subject to ongoing neigoisaas Education has recently announced
the addition of a fourth round of meetings to odoumid-May 2014. The background
documents and comments submitted concerning thepeged rules and the rule making
process are available at
http://www?2.ed.gov/policy/highered/reg/hearulemaif012/programintegrity.html

Arguments in support.

Calpirg writes in support:

While schools are obtaining revenues and reducosiscby outsourcing certain services,
the relationships between schools and financiditunsons have raised questions when
students end up bearing some costs directly —dmtuper-swipe fees, inactivity fees,
overdraft fees and more. For example, Higher Osbulises financial aid to students at
about 520 schools across the country, but has alodut 700 ATMs in service. Without
enough ATMs to properly handle the demand of stsdehen funds are disbursed, many
will be forced to use ATMs out of Higher One’s retnand incur fees. Our researchers
interviewed one student who attends a school udigger One who reported a line of
over 50 students trying to access their financidlia the days immediately after funds
are disbursed (From U.S.PIRG’s Campus Debit CarapbTReport).

Other issues include the effect of aggressive niagkstrategies by partnering
companies on student choice. In some cases stuglengsicouraged to sign up for the
financial aid disbursement cards, even if they dbexpect financial aid disbursements,
because refunds from over-payments, such as wherdant drops a class that she
already paid for, are disbursed this way. Highere&ithools Rogers State University
and South Georgia College also have virtually idEaitpages instructing students, “You
must activate your card as soon as you receilRdtnember, even if you are not
currently expecting a refund, we may have a refiongou in the future.”
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The Student Senate for California Community Colgeglso writes in support:

The use of debit cards for the disbursement ofestufinancial aid is of great
concern to UCSA. This practice, which is curreallpwed by federal law, is
unregulated and abusive of public money. Acrossidtien, over 900
universities (totaling over 9 million students) baartnered with major financial
institutions to offer this service. While studeaitshe California State University
system have fallen victim to this practice, UCS#akéng a proactive step to
ensuring that UC students are not subjected touhregulated practice. SB 845
will request the UC Board of Regents to considéa@ishing a model contract
to be used in the event that a UC campus allowghtdisbursement of
financial aid over a debit card.

These cards often carry fees that prey on studehtsn are already struggling
to make ends meet. Students who use these cardsamutvenience, or
necessity because they do not have a bank acarentharged “per-swipe,”
“zero-balance,” inactivity, overdraft, and reloagds. These fees can be steep
and frequent, wasting precious financial aid do#laFinancial aid is public
money being allocated for students’ educationtadtenefit large

banks. Based on many recommended best practicescrosumer watchdog
groups, the University of California will be betterepared for this rising trend of
financial aid disbursement. Additionally, AB 192Kes into account the
importance of students private information and sdekprohibit the sale of that
sensitive information. UCSA recognizes the impagast AB 1927 and is ready
to stand in support of a stronger regulated futaféinancial aid disbursement.

Arguments in opposition.

Higher One writes:

We want to take this opportunity to express ouiceans regarding proposed bill AB
1927 related to the use of debit cards, prepaidisaor preloaded cards in the
disbursement of student financial aid refunds andghare information with you
regarding the work that Higher One does on behi#todents and educational
institutions in California and around the country...

However, AB 1927 will create additional, unnecegdaurdens on institutions in
evaluating vendors and fails to account for strimgerocurement standards already in
place. This legislation may also have the unintencsequence of limiting the number
of vendors providing disbursement services in Galif. Institutions are already
carefully examining the value proposition of thei@mas accounts offered by vendors.
Every vendor has a unique fee structure with aetgrof different types of fees; some
higher in some areas and lower in others. Institas$i select vendors that provide
students the best overall value considering allfdotors...

A prohibition on any and all fees applied only tslairsement providers creates a double
standard and arbitrarily determines the appropria¢ss and preference of a third party
bank’s business model over that of a disbursenraviger, but does not protect student
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interests or ensure students get the best valugillesIn evaluating a disbursement
provider, higher education institutions and thesspective students would be better
served by ensuring that the disbursement provislargood overall value for students
and that the fees associated with the account ai age provided in advance, are fully
transparent and always readily accessible...

Institutions should never be required or forcecttdrand a debit card, prepaid card, or
preloaded card. That determination should be madelg at the discretion of the
individual institution. Many institutions find vadun providing personalized elements to
the card and consider this an important componéeir individual program, the
overall campus environment and local community...

The California Bankers Association writes:

Although CBA shares the author's intent to redieecosts burden for students, the bill
is premature because the U.S. Department of Edutéicurrently undergoing a formal
rulemaking process relating to the specific issihesbill is attempting to address. The
adoption of this measure prior to the final apprbwafederal guidelines may result in
state laws that conflict with those guidelines.atidition, the bill inadvertently
discourages student choice by applying the bibdaaks and financial institutions that
are not parties to the contract to disburse finaheiid. Further, the bill establishes
contractual conditions for colleges that contradgthhbanks and other financial
institutions to award financial aid and other refisronto a payment card. The bill's ban
on fees for services places schools in an unteraigéion of considering contract
conditions that cannot be enforced for national ken.

Further, the bill establishes contractual conditsotihat require banks to abandon the
ability to price for services, thereby conflictingth federal law. Such state bans are not
enforceable because they conflict with federal Ispecifically 12 C.F.R. 7.4002..."A
national bank may charge it customers non-intecasirges and fees, including the
deposit account service charges." The fee bad®8id927 conflict with the NBA and
cannot be considered as a contractual obligation.

Discussion.

Pending federal regulations.

As referenced earlier, the issue of student debdshave raised a number of questions and
concerns by federal investors and Education. Dimea&rns have led to a rulemaking process that
is currently underway with Education and variowkeholders in order to finalize proposed rules
(Outlined on page 6 of this analysis) that in mamys significantly overlap with the proposed
policies of AB 1927. Typically, when these caseseain which a legislative remedy is proposed
to an issue that is subject to pending federallaggry action the committee is advised to act

with caution. Often, this caution is reflected sisecommendation that the proposed legislative
solution should be held in committee until suchetias the federal regulatory landscape becomes
clear. Nevertheless, delayed action is not alwagsmmended, as each case must be evaluated
subject to the specific facts relating to the pplgsues.
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This committee, has on some occasions, allowedumes$o move forward even with pending
federal action. Several reasons may justify furdation. First, that the issue is of such
importance to the state of California that the k&ure has a duty to react to federal action to
potentially enhance and exceed federal regulati®@exond, that the proposed federal rules,
subsequent to the rule making process, may noigedkie protections that the Legislature
deems necessary for the issue at hand. Finadlyptitential state action does not create conflict,
or the potential for different sets of federal atake rules that could actually weaken the
regulation of a specific issue, rather than stieagtit. In weighing these issues staff identifies
that the issues contained in AB 1927 meet the ssstaitlined previously. Is this issue of such
importance to California that specific state actioay be needed? Yes, According to the
National Center for Education Statistics, Califaris number one in the nation with 2.6 million
students attending post-secondary institutions mgahat the issue of student debit cards
potentially harms California more than other statéll the proposed rules provide the
protection necessary? While the proposed dradrate strong, it is difficult to determine how
they will look after completion of the federal roleking process. Finally, would AB 1927
create a conflict? The proposed Education rulesA$ 1927 may overlap but staff does not
believe that the federal rules and AB 1927 creatdlict in California.

In spite of the reasons outlining why pending fedlezgulation should not delay this proposal,
the committee may want to consider that once telations are finalized that the this bill
should be called back to committee for furtheractn order to resolve any conflict that could
occur.

Preemption

Opposition to AB 1927 argues that the ban on fedke bill is prohibited under the National
Bank Act (NBA) and therefore should AB 1927 becdawe it would be preempted in relation to
its enforcement pertaining to national banks. iBge as to whether a state law is preempted is
best left to the courts to decide. Converselyinas some issues are clearer as to whether they
may be potentially preempted. In the present dasgpreemption argument is very tenuous.
The NBA and subsequent court decisions that prestaf# law typical preempt direct state
action or enforcement against national banks. AB7lrequires educational institutions to meet
the standards in the bill when negotiating congrdat student debit cards. National banks are
not required to do anything specified in AB 19Zfankly, in the post Dodd-Frank era federal
preemption doctrine is not a broad battle axe siwmgs way through state laws allowing
national banks to abandon compliance with stats.lawhat national banks, may in some way,
be indirectly effected by the outcome of AB 192t that does not equate to federal preemption.
AB 1162 (Frazier) of 2013 is telling in this regar@ihe provisions of AB 1162 were

substantially similar to the provisions of AB 192This is important because the author
requested an opinion from Legislative Counsel @ypleemption question as it related to AB
1162. Staff believes these two bills are so sintifat the Legislative Counsel Opinion on AB
1162 is analogous to AB 1927. The following armedighlights of that opinion:

In our view, merely encouraging a educationaliingibn to consider certain issues
when adopting contract negotiation policies, evighaose issues relate to banking
account fees, does not amount to regulation ofrtaener, content, or terms and
conditions of a financial transaction or relatedcacint. AB 1162 would not prohibit, or
set any condition on, the exercise of a power grdmd a national bank. Further, if a
national bank agreed to a contract with a postselewy educational institution that
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included contract provisions relating to those sped issues then the contract would not
be preempted because contractual obligations valhigtagreed to by a national bank
that are more restrictive than federal law are potempted-SeeSmith v. Wells Fargo
Bank N.A. (2005) 135 Cal.App'41463, 1483Gibson v. World Savings & Loan Assn.
(2002) 103 Cal.App21291, 1299-1300.

Even if a court were to interpret the provisionsAd&f 1162 to require postsecondary
educational institutions to include a specific gatual provision relating to fees in
certain contacts with a national bank, we thinktttiee marketplace participant doctrine
exception to federal preemption...would apply in tostext.

We believe the provisions of AB 1162, if enactedildvreflect only the state's desire to
ensure that certain postsecondary educationaltusbins of the state deliver goods and
services efficiently, and are not intended to ingpaparticular policy on a national
bank. Moreover, since AB 1162 is narrowly drawmpply only to specific types of
contracts and to provisions that best serve thalseé students, we think that the
marketplace participation doctrine would apply.

When supplying financial aid to a student, theestas an interest, just as any private
party that provides financial aid would have, tsere that the financial aid is delivered
to the student in a form that is efficient and aféctive, and in a readily accessible
manner." Indeed, federal regulations require artitntion that provides federal financial
aid to a student by creating an account for thatlent at a bank, to ensure that "the
student or parent does not incur any cost in opgie account or initially receiving any
type of debit card, stored-value card, or otheretyjf automated teller machine (ATM)
card, or similar transaction device that is usedatess the funds in that account.” (34
C.F.R. 8§ 668.164.) Thus, the state requiring, capacity, specified protections for
students would appear to be consistent with thésgederal regulatory law that also
relate to the protection of students. In shortthiek that AB 1162 would not be
enforcing a particular policy on a national bankjtbinstead, would only be rationally
exercising the authority of the state to narrowdg uts proprietary powers to ensure an
effective delivery of goods and services for cartran which it is directly involved See
South Coast Air Quality Managemestipra, 498 F.3d at p. 1048ayor of City of New
York supra, 4 Misc.3d at pp. 155-156.

Amendments.

The need to potentially revisit this bill once fealeegulations are complete does not prevent the
current need for suggested amendments. The subrgemmendments are for the most part
technical clarifications and clean-up, with theepton of one additional suggestion. The GAO
and DOEOIG reports both find that some educatistitirtions did a poor job of education
students on the full range of financial aid disleanent options. Staff recommends that the
language should be added to the proposed policdaguae that addresses that issue.

The proposed amendments are the following:

SECTION 1. Section 69505.7 is added to the Education Codeatd:

69505.7.
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(a) The Board of Governors of the California Comiityi Colleges and the Trustees of the
California State University shall, and the Regeotsthe University of California and the
governing bodies of accredited private nonprofid dor-profit postsecondary educational
institutions are requested to, adopt policies toubed for negotiating contracts between their
postsecondary educational institutions and banksaher financial institutions to disburse a
student’s financial aid award and other refund® @tlebit card, prepaid card, or preloaded card
that best serves the needs of the students.

(b) The policies adopted pursuant to subdivisigrsfall, consistent with federal law, ensure that
contracts between postsecondary educational instikiand banks or other financial institutions
to disburse a student’s financial aid award ane@othfunds onto a debit card, prepaid card, or
preloaded card do at least all of the following:

(1) Prohibit revenue sharing between a postsecgraetiucational institution and banks or other
financial institutions.

(2) Prohibit the sale of—privat@ersonal information as defined in_Civil Code Section
1798.81.5(a)l that the student or the educational institutioovwles the bank or other financial
institution.

(3) Prohibit thebank or other financial institution from imposifees on a student for the use of

thedebit card, prepaid card, or preloagedd-use-from-imposing-feazard. Any fees imposé&y
the-bank-or-otherfinancial-tastitutiofor use of the card shall be paid by the post secondary

educational institution.

(4) Prohibit the debit card, prepaid card, or padled card from being cobranded, which means
including the logo of the postsecondary educatiamstitution.

(5) Ensure that the student does not incur any icogpening the account or initially receiving
the debit card, prepaid card, or preloaded card.

(6) (A) Ensure that the student has convenient sacée a branch office of the bank or an
automated teller machine of the bank in which tbeoant was opened or of another bank, so
that the student does not incur any cost in makiigpdrawals from that office or those
automated teller machines.

(B) The branch office or automated teller machimesst be located on the postsecondary
educational institution’s campus, in an instituibty owned or operated facility, or immediately
adjacent to and accessible from the campus.

(7) Ensure that the debit card, prepaid card, elopded card can be widely used.
(8) Not market or portray the account or debit cagm@paid card, or preloaded card as a credit
card or credit instrument, or subsequently contlegt account or debit card, prepaid card, or

preloaded card to a credit card or credit instrumen

(9) Disclose to students the benefits and responsibilities of all options of financial aid
disbursement that are offered by the institution.
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REGISTERED SUPPORT / OPPOSITION:

Support

California Communities United Institute

CALPIRG

The Student Senate for California Community Coléege
University of California Student Association (UCSA)

9 individuals

Opposition

California Bankers Association (CBA)
Higher One
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