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COMMITTEE ACTION

	
Proposed Ordinance 2023-0027, which would prohibit retail establishments in unincorporated King County from refusing to accept payment in cash, moved out of the Local Services and Land Use Committee on May 23, 2023, with no recommendation. The ordinance was amended to set regulations for cash conversion devices, lower the amount required to be accepted from $250 to $200, set the highest denomination at $20, and set an effective date six months after Council adoption. 




SUBJECT

Proposed Ordinance 2023-0027 would prohibit retail establishments in unincorporated King County from refusing to accept payment in cash.

SUMMARY

The proposed ordinance would require retailers to accept cash and would prohibit retailers from charging a higher price to customers who pay in cash. It would affect: 

· In-person transactions. Sales conducted in person of food, consumer goods, or consumer services, in which payment for purchase is received directly and in person from the purchaser. And

· In unincorporated areas. Sales conducted in unincorporated King County. And

· At retail establishments. Retail establishments are defined as including, but not limited to, a building, room, vehicle, pushcart or stand, in which food or consumer goods are sold, displayed, or offered for sale, or where consumer services are provided at retail. 

The proposed ordinance would not apply to: 

· Phone, mail, or Internet sales
· Transactions in which an employee is not present (such as an automated kiosk) 
· Rental transactions, for which a security deposit is typically required
· Situations in which the retailer suspects the cash that is offered is counterfeit
· Transactions greater than $250 (up to $250 must be accepted in cash, but for the remaining amount, the retailer could refuse to accept cash).  

The ordinance allows that anyone who is refused the opportunity to pay with cash may bring a civil action against the retailer, and may be awarded attorneys’ fees, as well as penalties of up to $100 for each $5 the customer attempted to purchase using cash. Amendment S2 would set regulations for cash conversion devices, lower the amount required to be accepted from $250 to $200, set the highest denomination at $20, and set an effective date six months after Council adoption.

BACKGROUND 

Trends in cash and credit use. Over the last decade, American consumers have increasingly begun to pay for their purchases using credit cards, debit cards, and Internet-based mobile payment apps, rather than cash. According to a study conducted in 2015, 24 percent of consumers indicated that they used cash for all or almost all their purchases in a week, while an equal 24 percent did not use cash for any of their purchases.[footnoteRef:1] By July 2022, the number using cash for most or all purchases had dropped to 14 percent, while those using no cash had increased to 41 percent.[footnoteRef:2]  [1:  In 2015, the remaining 51 percent of consumers used a mix of cash and cards. In 2022, the remaining 44 percent of consumers used a mix of cash and cards.]  [2:  Pew Research Center, Michelle Faverio, More Americans are joining the ‘cashless’ economy, October 5, 2022 (link)] 


The COVID-19 pandemic amplified this trend. Payment platform Square[footnoteRef:3] reported that as of March 1, 2020, eight percent of the American businesses it served were effectively cashless (defined as accepting 95 percent or more transactions through credit or debit card). By April 23, 2020, however, with pandemic precautions focused on limiting contact, 31 percent of Square’s business customers had become cashless.[footnoteRef:4] For consumers, the Federal Reserve Bank’s 2022 Diary of Consumer Choice reported that cash was used for 26 percent of transactions in 2019, prior to the pandemic, but had dropped to 20 percent of transactions in 2021, at least in part because consumers were shopping less in person and making fewer small-value payments.[footnoteRef:5]  [3:  Squareup.com (link)]  [4:  Square, Making Change, Chapter 2: Payments and the Pandemic, June 2020]  [5:  The Federal Reserve Financial Services, 2022 Findings from the Diary of Consumer Payment Choice, Emily Cubides and Shaun O’Brien (link)] 


Local requirements for use of cash. In recent years, in response to the trend toward cashless payments for goods and services, a number of local and state governments have passed laws requiring retail establishments to accept cash. In several cases, the stated reason for the requirement is to provide access to economic life to people who do not have access to credit or banking services. Some of these requirements include:

· New York City. Local Law 34, which was approved by the City Council in early 2020, applies to food stores and retail establishments, including pushcarts, stands, or vehicles, but not to phone, mail, or Internet transactions, or to establishments that provide a device on premises to convert cash to a cashless form of payment. The law requires that cash be accepted, except that foreign currency and bills greater than $20 need not be accepted. The law prohibits retailers from charging a higher price to a customer paying in cash. Enforcement is through private right of action, with a civil penalty of $1,000 for the first violation and $1,500 for each subsequent violation.[footnoteRef:6] [6:  New York City Local Law 34 (link)] 


· San Francisco. Article 55, which was approved by the Board of Supervisors in 2019, applies to any “brick and mortar business,” defined as any place of business operating at a fixed, permanent physical premises if the customer is physically present in the place of business, but does not include Internet stores, vehicles or temporary locations (such as food trucks or pop-ups), or professional services (such as attorneys or insurance agents). The law requires that cash be accepted, except that foreign currency, denominations larger than $20, any cash suspected of being counterfeit, and more than $5,000 in cash for a single transaction may be refused. The law prohibits retailers from charging a higher price to a customer paying in cash. The law is enforced by the County Agricultural Commissioner-Sealer of Weights and Measures, with a fine per violation starting at $50-$100, Violators are required to reimburse the City for enforcement costs and liability falls only on the business, not on its employees.[footnoteRef:7] [7:  San Francisco, Article 55: Acceptance of Cash by Brick-and-Mortar Businesses (link)] 


· Philadelphia. The cashless retail prohibition, which was approved by the City Council in 2019, applies to any “person selling or offering for sale consumer goods or services at retail.” It applies to retail transactions conducted in person, but excludes telephone, mail, or Internet transactions; parking lots and garages; transactions at wholesale clubs or other retail stores that use a membership model and require payment through a membership app; transactions for the rental of goods, services, or accommodations, for which a security deposit is typically required; and goods or services provided exclusively to employees. The law requires that US currency be accepted, and that the retailer may not charge a higher price for cash payments. The law is enforced by the Philadelphia Commission on Human Relations, with a private right of action invoked one year after filing a complaint if the commission has dismissed or not resolved the complaint. Violations carry finds of up to $2,000, with repeat offenses including up to 90 days imprisonment.[footnoteRef:8] [8:  Philadelphia Municipal Code §9-1132, Regulation of Businesses, Trades and Professions (link)] 


· Washington DC. DC Law 23-187, which was approved by the City Council in 2020 and took effect in March 2021 (but which does not apply during a declared public health emergency), applies to any retailer holding a basic business license who is engaged in retail sales. It does not apply to sales made by mail, phone, or Internet; at parking facilities that did not accept cash as of December 1, 2020; or to establishments that provide a device on premises that convert cash into a prepaid card. Retailers may not charge a higher price to consumers who pay cash. Enforcement is covered under DC Code 28-3904.[footnoteRef:9] [9:  D.C. Law 23-187. Cashless Retailers Prohibition Amendment Act of 2020 (link)] 


· Massachusetts. The state law, which was approved in 1978, applies to any retailer holding a basic business license, but does not apply to motor vehicles or insurance purchases. The law is enforced by the Commissioner of Banks, and penalties may include suspension of a business license, a fine or not more than $500, or imprisonment of not more than six months.[footnoteRef:10] [10:  Commonwealth of Massachusetts, General Laws Part III Title IV Chapter 255 D Section 10 A, Discrimination against cash buyers (link)] 


· New Jersey. The state law, which was approved in 2019, applies to any “person selling or offering for sale goods or services at retail,” but excludes phone, mail, or Internet transactions; sales at an airport (provided at least two people selling food at each terminal accept cash); any parking facility owned by a municipality or that accepts mobile payment only; or motor vehicle rental. Enforcement is through private right of action, with fines ranging from $2,500 to $5,000, and with a third offense considered an unlawful practice.[footnoteRef:11] [11:  New Jersey Assembly Bill 591, PS 2019 Chapter 50 (link)] 


Proposed Ordinance 2023-0027. The proposed ordinance begins with findings on the use of cash, noting that people of color and low-income people are more likely to be unbanked or underbanked than the population as a whole and thus may have a greater need to use cash for purchases. The findings state that using cash can be inconvenient and pose safety risks and that King County supports the goal of connecting all residents to safe and appropriate financial services. The findings then state that people who are unbanked or underbanked, as well as those who might prefer to use cash for some purchases, might find it difficult to purchase from retailers that use a cashless model.

Section 2 states that Sections 3 through 5 are to be codified in Title 12 of the King County Code (K.C.C.).

Section 3 includes definitions, including:

· Cash means US currency, either coins or bills, but does not include foreign currency, checks or bonds, or gold or silver.

· Consumer goods means items bought or acquired for personal, family, or household consumption or use and consumer services means services offered to individuals primarily for personal, family, or household purpose.

· Retail establishment means an establishment, including, but not limited to, a building, room, vehicle, pushcart, or stand, in which food or consumer goods are sold, displayed, or offered for sale, or where consumer services are provided at retail. Retailer has the definition provided in K.C.C. 6.72.020.B.

· Retail transaction means a sale conducted in person of food, consumer goods, or consumer services at a retail establishment, in which payment is received in person from the purchaser by a retailer or a retail employee. A retail transaction does not include:

· Phone, mail, Internet, or mobile app transactions;
· Transactions for which a retailer or retail employee is not physically present (such as an automated kiosk); and
· Rental transactions, for which a security deposit is typically required.

Section 4 states that a retail establishment in unincorporated King County shall not refuse to accept cash as payment for a retail transaction and shall not charge a higher price to customers who pay cash. However, a retailer may refuse to accept cash that is suspected of being counterfeit; and, for transactions that total more than $250, the retailer must accept up to $250 in cash, but may refuse to accept cash for the remaining amount due.

Section 5 provides that an affected person may bring a civil action against a retailer for violating this ordinance. The affected person may receive attorneys’ fees and costs, as well as penalties up to $100 for each $5 of food, consumer goods, or consumer services the person attempted to purchase using cash.

Section 6 is a severability clause.

The ordinance, as drafted, does not set an effective date. This means that the standard timeline would apply unless the legislation is amended to add an effective date. In terms of the standard timeline, once the Council adopts an ordinance, the ordinance must be presented within five days to the Executive. The Executive then has 10 days to sign or veto the ordinance or let it be enacted without signature. Once either the Executive has approved the ordinance or 10 days have elapsed without veto or signature, or the Council has overridden a veto by six votes, the ordinance is enacted. An ordinance takes effect ten days after enactment unless it specifies a later date as the effective date. An ordinance adopted as an emergency is both enacted and effective on the date the council adopts it.[footnoteRef:12]  [12:  King County Charter §230.70] 


ANALYSIS

The proposed ordinance would require retailers to accept cash and would prohibit retailers from charging a higher price to customers who pay in cash. It would affect: 

· In-person transactions. Sales conducted in person of food, consumer goods, or consumer services, in which payment for purchase is received directly and in person from the purchaser. And

· In unincorporated areas. Sales conducted in unincorporated King County. And

· At retail establishments. Retail establishments are defined as including, but not limited to, a building, room, vehicle, pushcart or stand, in which food or consumer goods are sold, displayed, or offered for sale, or where consumer services are provided at retail. 

The proposed ordinance would not apply to: 

· Phone, mail, or Internet sales
· Transactions in which an employee is not present (such as an automated kiosk) 
· Rental transactions, for which a security deposit is typically required
· Situations in which the retailer suspects the cash that is offered is counterfeit
· Transactions greater than $250 (up to $250 must be accepted in cash, but for the remaining amount, the retailer could refuse to accept cash).  

The ordinance allows that anyone affected may bring a civil action against a retailer that refused to accept cash, and may be awarded attorneys’ fees, as well as penalties of up to $100 for each $5 of food, consumer goods, or consumer services the customer attempted to purchase using cash. The ordinance does not require or establish monitoring or enforcement by King County.

Potential impacts on consumers. The move to cashless purchasing has been unevenly distributed across society. As of July 2022, 59 percent of American consumers with annual household incomes at or above $100,000 indicated they used no cash, compared with 24 percent of consumers with an annual household income less than $30,000 who used no cash. Approximately a quarter of Black (26 percent) and Hispanic (21 percent) adults indicated they used cash for all or almost all purchases, compared with 12 percent of White adults.[footnoteRef:13] [13:  Pew Research Center, Michelle Faverio, More Americans are joining the ‘cashless’ economy, October 5, 2022 (link)] 


The choice of whether to use cash for making purchases depends on several factors, including a consumer’s access to credit and banking services, as well as preferences about what feels safe and convenient. 

In terms of access to credit and banking services, the organization Bank On Washington[footnoteRef:14] estimates that three percent of Washington residents are unbanked, meaning they do not use or do not have access to traditional financial services, including bank accounts, credit cards or personal checks; and that more than 17 percent are underbanked, meaning they may have a bank account but may often rely on alternative financial services, such as money orders, check-cashing services, or payday loans rather than on traditional loans and credit cards to fund purchases and manage their finances. If these percentages are applied to King County, approximately 67,000 people could be unbanked and more than 380,000 could be underbanked.[footnoteRef:15] [14:  Bank on Washington is a collaboration of financial institutions, community-based organizations and local governments (link)]  [15:  Based on a total countywide population of 2,252,305 from US Census Quick Facts for King County WA from July 1, 2021. ] 


A 2021 survey by the Federal Deposit Insurance Corporation found that people of color and low-income people were more likely to be unbanked or underbanked than the overall population.[footnoteRef:16] The Federal Reserve Bank of San Francisco found that while cash use had decreased during the pandemic, it had not declined among consumers with household incomes less than $25,000, who make up nearly 20 percent of the population.[footnoteRef:17]  [16:  Federal Deposit Insurance Corporation, 2021 FDIC National Survey of Unbanked and Underbanked Households, Executive Summary (link)]  [17:  The Federal Reserve Financial Services, 2022 Findings from the Diary of Consumer Payment Choice, Emily Cubides and Shaun O’Brien (link)] 


The Federal Reserve Bank also found a disparity in reliance on cash by age, noting that in 2021, cash was used for 20 percent of purchases overall, but that young adults, ages 18 to 24, used cash for 17 percent of purchases, while older adults 65 and older used cash for nearly 25 percent of purchases.[footnoteRef:18] [18:  The Federal Reserve Financial Services, 2022 Findings from the Diary of Consumer Payment Choice, Emily Cubides and Shaun O’Brien (link)] 


The proposed ordinance would apply to retail establishments in unincorporated King County. Assuming that residents in unincorporated King County are the most likely to patronize retail establishments in the unincorporated area, the ordinance would likely have the greatest impact on the 248,160 residents in unincorporated King County.[footnoteRef:19]  [19:  Washington State Office of Fiscal Management, April 1, 2022, population estimate (link)] 


Of the unincorporated area population: 

· 15 percent are 65 or older, compared with 13 percent for the county as a whole; 
· 10 percent are at or under the federal poverty level, compared with 14 percent for the county as a whole;
· 45 percent are at or under King County’s median household income, compared with 50 percent for the county as a whole;
· 64 percent are White, compared with 54 percent for the county as a whole;
· Five percent are Black, compared with seven percent for the county as a whole; and
· Nine percent are Hispanic/Latino, compared with 11 percent for the county as a whole.[footnoteRef:20] [20:  Analysis provided by the King County demographer based on 2020 American Community Survey household data.] 


If the statewide averages from Bank On Washington are applied to unincorporated King County (that three percent of residents are unbanked and 17 percent are underbanked), 7,400 unincorporated residents could potentially be unbanked and 42,000 underbanked, and might therefore be more likely to rely on cash for their purchases and to favor retailers that accept cash.

Potential impacts on retailers. The proposed ordinance would apply to all retail establishments located in unincorporated King County, with the exceptions listed above about the type of transaction. 

According to the Puget Sound Regional Council (PSRC), the 2021 estimate of retail establishments in unincorporated King County that would provide consumer goods is 210 workplaces encompassing 2,535 jobs; and the 2021 estimate of retail establishments in unincorporated King County that would provide consumer services is 1,340 workplaces encompassing 8,397 jobs.[footnoteRef:21] Tables 1 and 2 provide a summary of the types of retailers that provide consumer goods or services in unincorporated King County.  [21:  Information based on PSRC Data Catalog (link)] 


Some of the providers listed in Table 2 may be fully or partially exempt from the requirements of the ordinance because the total cost of the services may be greater than $250 or because payment would not occur in person (for example, an insurance agent that meets with a customer to develop an insurance policy, but billing is made by a national insurance company through the mail or the insurance company’s phone application).

Table 1. PSRC Covered Employment Workplace Estimates:
Retailers providing Consumer Goods in Unincorporated King County, 2021

	
	NAICS[footnoteRef:22] [22:  NAICS is the North American Industry Classification System, the standard used by Federal statistical agencies in classifying business establishments (link)] 

	Description
	Workplaces

	
	441
	Motor Vehicle and Parts Dealers
	17

	
	442
	Furniture and Home Furnishings Stores 
	2

	
	443
	Electronics and Appliance Stores 
	11

	
	444
	Building Material and Garden Equipment and Supplies Dealers 
	26

	
	445
	Food and Beverage Stores 
	42

	
	446
	Health and Personal Care Stores 
	15

	
	447
	Gasoline Stations 
	26

	
	448
	Clothing and Clothing Accessories Stores 
	7

	
	451
	Sporting Goods, Hobby, Musical Instrument, and Book Stores 
	9

	
	452
	General Merchandise Stores 
	8

	
	453
	Miscellaneous Store Retailers 
	27

	
	454
	Nonstore Retailers 
	20

	
	Total
	
	210



Table 2. PSRC Covered Employment Workplace Estimates:
Retailers providing Consumer Services in Unincorporated King County, 2021

	
	NAICS
	Description
	Workplaces

	
	524
	Insurance Carriers and Related Activities
	74

	
	541
	Professional, Scientific, and Technical Services
	729

	
	621
	Ambulatory Health Care Services
	141

	
	711
	Performing Arts, Spectator Sports, and Related Industries
	117

	
	712
	Museums, Historical Sites, and Similar Institutions
	12

	
	713
	Amusement, Gambling, and Recreation Industries
	81

	
	722
	Food Services and Drinking Places
	186

	
	Total
	
	1,340



It is not clear whether any of these providers of consumer goods or services currently operate in a cashless manner or what changes to business practices might be necessary for any currently cashless retail establishments if this ordinance takes effect.

According to a 2019 study from the Cash Product Office of the Federal Reserve System,[footnoteRef:23] there are advantages and disadvantages to retailers from a cashless model. [23:  Wang, Claire, Cash Product Office, Federal Reserve System, Cash Me if You Can: The Impacts of Cashless Businesses on Retailers, Consumers, and Cash Use, August 2019 (link)] 


In terms of advantages, the Federal Reserve study notes that going cashless can help retailers control operational costs, specifically:

· No more cash handling costs. The Square payment platform[footnoteRef:24] states that currently, an average transaction in cash costs the retailer 9.1 percent of cash received (due to the costs of safety, cash handling, reconciling, banking, etc.), compared with 3.5 percent plus 15 cents or less per cashless transaction.[footnoteRef:25] [24:  Please note that while Square has a large number of small business clients and is therefore knowledgeable in this area, it is not necessarily a neutral source of information because of its business interest in facilitating cashless transactions.]  [25:   Findling, Deborah, Square, Cash vs. Credit: Which Should You Accept for Your Small Business?, July 31, 2020 (link)] 


· Fewer opportunities for theft, either from internal (employee) or external (shoplifter) sources. The FBI reported that nationwide, in 2019,[footnoteRef:26] more than 26 percent of robberies took place at some type of retailer, with an average loss of just over $1,300 (inclusive of both cash and merchandise).  [26:  US Department of Justice, Federal Bureau of Investigation, Criminal Justice Information Services Division, 2019 Crime in the United States, Table 23, Offense Analysis (link)] 


Although crime statistics do not typically distinguish between the theft of merchandise and the theft of cash, a report by the Congressional Research Service in 2019 estimated that US businesses lose about $40 billion in employee cash thefts per year.[footnoteRef:27] Two industry organizations[footnoteRef:28] that have recently attempted to measure “cash shrink,” which is defined as the cost of theft, fraud, or other cash loss, have estimated cash shrink between 0.18[footnoteRef:29] and 6.6 percent[footnoteRef:30] of cash sales. Loss Prevention Magazine, one of these industry organizations, notes that cash handling can also result in greater threats to the safety of retail workers, but that careful cash management can help address this challenge. [27:  Congressional Research Service, Long Live Cash: The Potential Decline of Cash Usage and Related Implications, May 10, 2019 (link)]  [28:  Please note that both of these organizations are knowledgeable in this area, but, because of their business interests, are not necessarily neutral sources of information.]  [29:  Taylor, Darren, Pandemic Proof: Why Cash is Here to Stay, Loss Prevention Magazine, July 19, 2022 (link)]  [30:  Findling, Deborah, Cash vs. Credit: Which should You Accept for Your Small Business?, Square, July 31, 2020 (link)] 


Retail theft has been an increasing concern in Washington State. The Attorney General convened a Washington Organized Retail Crime Theft Task Force[footnoteRef:31] last year, following a 151 percent increase in organized retail crime between 2019 and 2020 and losses of $2.7 billion by Washington retailers in 2021. Cannabis retailers, which must rely on cash, have reported a particular challenge with retail theft. A presentation to the Council last year from the Washington State Liquor and Cannabis Board[footnoteRef:32] noted that in the first half of 2022, cannabis retailers statewide reported 70 robberies. In King County, cannabis retailers reported 40 robberies during the first half of 2022, with nine committed at locations in which the Sheriff’s Office is the primary law enforcement agency.[footnoteRef:33] [31:  Attorney General Ferguson convenes Washington Organized Retail Crime Theft Task Force (link)]  [32:  Washington State Liquor and Cannabis Board Briefing, 2022-B0116, September 7, 2022 (link)]  [33:  Staff report for Motion 16130 (link)] 


· Faster transactions and fewer opportunities for errors in making change. The Federal Reserve study noted that cash transactions can be four to five seconds slower than card transactions, with cashless retailers able to process five to 15 percent more transactions per hour.[footnoteRef:34] [34:  Wang, Claire, Cash Product Office, Federal Reserve System, Cash Me if You Can: The Impacts of Cashless Businesses on Retailers, Consumers, and Cash Use, August 2019 (link)] 


In terms of disadvantages, the Federal Reserve study notes that going cashless can have consequences for retailers and their customers, specifically:

· Some consumers may be denied goods and services. Consumers who are unbanked or underbanked may be unable to purchase at cashless retailers. While unbanked or underbanked consumers may be able to use prepaid cards at cashless retailers, the Federal Reserve cited a study indicating that only when the cost of using cash is two or more times greater than the cost of using a prepaid card is the consumer indifferent. At a lower cost differential, the consumer reports a loss of economic utility.[footnoteRef:35] [35:  Wang, Claire, Cash Product Office, Federal Reserve System, Cash Me if You Can: The Impacts of Cashless Businesses on Retailers, Consumers, and Cash Use, August 2019 (link)] 


· Some consumers may trust only cash. The Federal Reserve noted that some consumers prefer to use cash due to privacy concerns or fears of network disruptions or data integrity. That said, experts note that the increasing use of biometric technologies by retailers (including fingerprints, voice prints, facial recognition, phone tracking, or gait analysis) has led even cash use to be less anonymous than in prior years.[footnoteRef:36] [36:  Berens, Brad, Why using cash won’t protect your privacy, Center for the Digital Future, January 4, 2018 (link)] 


· Businesses become vulnerable to card company fees. As described above, both cash and credit use come with costs for retailers. Recent studies indicate that credit use can be less costly for retailers in some situations, depending on the size and number of transactions. However, an industry source raises concerns that as more businesses move toward credit, the major credit card companies may raise their fees, noting that although the European Union caps credit card fees to retailers, the United States does not.[footnoteRef:37] [37:  Wood, Meredith, Running a Cashless Business: Pros and Cons to Consider, Nerdwallet, September 3, 2020 (link)] 


Cash conversion for customers without credit. Over the last several years, as more retailers have begun operating in a cashless manner, some of them, particularly larger venues, have begun to provide cash conversion devices (also called “reverse ATMs”) at which customers without a credit or debit card can turn cash into a prepaid payment card. Local examples include:

· Lumen Field. Lumen Field only accepts cards (no cash or check) for concessions, retail, parking, and vendors/hawkers. Fans with cash who do not have a valid credit or debit card can insert their cash into a self-service kiosk and get a prepaid card back. There are 10 cash-to-card kiosks around the stadium and event center. The kiosks accept any amount of cash from $1 to $500 and will provide a prepaid card that can be used inside or outside the stadium.[footnoteRef:38] [38:  Lumen Field (link)] 


· T-Mobile Park. T-Mobile Park is cashless, accepting debit or credit cards, Google Pay, and Apple Pay.[footnoteRef:39] There are eight kiosks located around the ballpark to convert cash to prepaid cards. The kiosks are free and can be loaded with any amount up to $500. The prepaid cards never expire and can be used outside the ballpark.[footnoteRef:40] [39:  Google Pay (link) and Apple Pay (link) are smart phone applications that allow consumers to store their credit cards on their phone and pay for purchases using the phone app.]  [40:  T-Mobile Park (link)] 


· Climate Pledge Arena. The arena is a cashless facility. It features Amazon One[footnoteRef:41] and Just Walk Out[footnoteRef:42] technology, and accepts Apple Pay, Google Pay, and all major credit cards. The arena has one reverse ATM that allows guest to load a maximum of $500 to a prepaid VISA card. This VISA card can be used outside the arena but is not valid at Just Walk Out locations.[footnoteRef:43] [41:  Amazon One technology lets registered consumers pay using a (no-contact) palmprint (link)]  [42:  Just Walk Out technology by Amazon lets registered consumers enter a store, take what they want, and leave without stopping to pay (link)]  [43:  Climate Pledge Arena (link)] 


· Woodland Park Zoo. The zoo accepts cash, major credit cards, Apple Pay, Google Pay, and Samsung Pay at any ticketing or membership window. Dining options at the zoo are cashless, but the zoo states that guests without a credit card may pay with cash or use a Cash to Card Kiosk at which they can enter up to $1,000 and receive a prepaid debit card. The kiosk is free to use.[footnoteRef:44]  [44:  Woodland Park Zoo (link)] 


Cash conversion devices became popular during the pandemic as a way for retailers to switch to a low-contact, cashless model while still serving consumers who do not have or do not wish to use debit or credit cards. Conversion devices can remove the burden of cash management and accounting from the retailer, as all cash is handled by the company that owns the conversion device (though, for retailers concerned about cash theft, use of a conversion device means there would still be cash on site, it would just not be managed by or accessible to the retailer).

Rental and maintenance costs to a retailer for installing and using a cash conversion device appear to vary based on the volume and type of transactions. 

In terms of potential impacts on consumers, the cash conversion device companies and prepaid card brands researched for this staff report indicate that there is no transaction cost to use a cash conversion device or to purchase goods using a prepaid card obtained from a conversion device. However, based on information provided by one brand of card used in many cash conversion devices, ReadyCARD,[footnoteRef:45] it does appear that there could be longer-term costs and possible privacy implications for consumers who use a prepaid card from a conversion device. Specifically, for cards that carry the ReadyCARD brand: [45:  ReadyCARD (link), FAQs (link), and cardholder agreements (link)] 


· A consumer can check the balance remaining on the card only at the ReadyCARD web site and only by providing identifying information linking the consumer to the card. This could prove challenging for consumers with privacy concerns or for those who are not adept at using or do not have access to the Internet.

· The card cannot be refilled, cannot be used to obtain cash, and may be declined by a retailer if there is not sufficient balance remaining on the card to cover the purchase. This means that consumers could be left with small but essentially unusable balances on prepaid cards, a situation that could, in effect, impose a cost for using a cash conversion device. That is, the initial purchase would not have a higher cost, but, over time, a prepaid card with low balance could become difficult to use, thus potentially making the cash value remaining on the card inaccessible to the consumer.

· The cards have a “dormancy” fee of between $2.95 and $3.95/month, meaning that the balance remaining on the card would decline over time, beginning after three to 12 months of no activity. This feature could also impose a cost to using a cash conversion device, not at the time of first purchase, but over time if the card is not emptied of value before dormancy charges begin to accrue.

AMENDMENT

As currently drafted, Proposed Ordinance 2023-0027 does not prohibit retailers from using cash conversion devices to provide a way for customers to convert cash into a prepaid payment card if a retailer wishes to operate in a cashless manner. However, the ordinance as currently drafted does not provide any regulatory requirements about how those devices might be used.

Striking Amendment S2 builds on Amendment S1, which was shared at the March committee briefing. 

The earlier Amendment S1 set requirements for the use of cash conversion devices. These requirements are modeled on those used by New York City, as described above in this staff report. 

Specifically, Amendment S1 stated that a retailer may refuse to accept payment in cash if the retail establishment provides a device on premises (or in a nearby, accessible location) that converts cash into a prepaid card that allows a consumer to complete a purchase, provided that: 

· The retailer must display signage about the cash conversion device.
· The cash conversion device must not charge a fee.
· The cash conversion device must not require a minimum deposit amount greater than one dollar.
· The cash conversion device must provide each consumer with a receipt indicating the amount of cash the consumer deposited onto the prepaid card.
· Cash deposits through a cash conversion device onto a prepaid card shall not be subject to an expiration date and there shall be no limit on the number of transactions that may be completed on such a prepaid card.
· If a cash conversion device malfunctions, the retailer where the device is located shall accept payment in cash from consumers throughout the time period in which the cash conversion device does not function. The retailer shall place a conspicuous sign on or immediately adjacent to the cash conversion device indicating that the retailer is required to accept cash if the cash conversion device malfunctions.

Amendment S1 also:

· Lowered the amount of cash required to be accepted during a single transaction from $250 to $200. 
· Set the level of the highest bill denomination required to be accepted at $20.
· Added serial commas throughout the legislation.[footnoteRef:46] [46:  To comply with Ordinance 19585, which adds serial commas to ordinances and motions.] 


These changes from Amendment S1 are all included in the new Striking Amendment S2. In addition, Amendment S2 would require that prepaid cards from cash conversion devices must be able to be used at locations other than at the retail location where they were purchased and would set an effective date for the legislation six months after Council adoption.
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