Consumer
Reports’

April 12, 2021

Hon.Timothy S. Grayson, Chair

Assembly Banking and Finance Committee
State Capitol, Room 6031

Sacramento, CA 95814

RE: AB 1320 - - SUPPORT
Dear Chair Grayson,

Consumer Reports writes in support of AB 1320, which requires licensed money services
businesses (MSBs) to provide a telephone number on their website and share it in written
communications with customers. CR research shows that consumers using payments services
expect to be able to access help. Providers should be required to live up to consumer
expectations of accessible help. Moreover, in requiring a point of telephone contact, AB 1320
strips scammers of an avenue of exploitation. MSBs frequently lack a point of telephone
contact, leaving a gap scammers are happy to fill, posting phone numbers and abusing people
who contact them by inducing callers to share sensitive information, and ultimately, resulting in
lost consumer funds. AB 1320’s telephone requirement can help thwart fraud.

Consumer Reports (CR) has a long history of working to improve payments protections for
consumers, and has conducted deep dives into a number of digital financial services. In 2018,
Consumer Reports rated peer-to-peer payment services, including Square’s Cash app and
Venmo." Users in CR focus groups of peer-to-peer service told CR that they expected the
company with whom they interacted — such as Square or PayPal — to fix problems and make
them whole. CR research into provider practices showed this is not necessarily the case.?
Consumers can often be left struggling to resolve issues,® and people may have difficulty in
finding help tools in mobile payments wallets or apps.* Moreover, our research found that few
service providers make telephone contact numbers publicly available, leaving consumers
frustrated. Social media is littered with pleas from users such as these: “@VenmoSupport why
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can't | talk to a real person.” @VenmoSupport’s response to that particular tweet was to provide
an email address.® (Venmo does have a customer service telephone number; a review of
consumer complaints posted on Twitter indicate that response times lag.)

The gap between consumer expectations and provider practices would not be worrying if
problems were extremely rare, or payments protections particularly robust, but they are not. The
type of consumer protections a payment type has depends on the laws and regulations that
apply to it. Payments protections applied to mobile payments made with stored value, such as
when consumers send money stored in their account to another user’s, are similar to debit
cards thanks to the Consumer Financial Protection Bureau’s Prepaid rule. (These protections
are under threat: PayPal, who owns Venmo, has sued to invalidate the Rule.”) Remittances
have more limited error resolution rights.®

Currently, the rules that give basic payments protections to stored value and remittances,
common payments made via MSBs, do not protect users from losing money due to fraud in the
inducement. Fraud in the inducement is when a scammer tricks a person into sending money.
For example, recent media reports show that scammers are posting fake telephone numbers for
licensed MSBs, and using these fake phone contacts to gather user data and thereby steal user
funds.? It is often only after sending money to a scammer that victims learn these transactions
have essentially the same level of protection as cash.' The Cash app has 36 million monthly
users," and these users transacted $2.9 billion in 2020."? Given the dollars moving, it is easy to
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see how app users would be an inviting target for scammers. Unfortunately, there is little that
consumers can do on their own to ensure their safety.

Requiring MSBs to make a phone number available to users would be a great improvement
over things as they exist. There is more to be done. We therefore offer the following suggestions
for strengthening this bill:

e In addition to requiring a licensed MSB to post a telephone contact on its website
and share it in written communications, licensed MSBs should be required to
make their phone number available and feature it prominently in any mobile
application they offer;

e Licensed MSBs should be required to reply to consumer contacts within 24 hours;
and

e Licensed MSBs should be required to display consumer remedies on their
websites and in their apps in the event of error or fraud, and warn consumers
against the risk of fraud in the inducement.

Since the pandemic, consumers are increasingly reliant on digital financial tools to manage
household funds. Loss of funds can be catastrophic to families experiencing financial hardship.
People reliant on MSBs to move money should not have to search for help, and providers
should be required to do more to prevent people from falling victim to scammers when seeking
assistance. AB 1320 is a step towards ensuring that providers live up to consumer expectations
to provide assistance in the event that users encounter difficulties. Consumer Reports urges an
AYE vote on AB 1320.

Sincerely,

Cvustine (e Ineaudd™

Christina Tetreault
Manager of Financial Policy
Consumer Reports

Cc:  Members, Assembly Banking & Finance Committee
Michael Burdick, Chief Consultant, Assembly Banking & Finance Committee



