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Bill Summary:  SB 497 revises the definition of qualifying accounts that can receive 

direct deposits related to unemployment compensation, child support, and other public 
assistance payments and requires the Employment Development Department to 

additionally provide direct deposit options for recipients of disability or family temporary 
disability insurance benefits, as specified. 

Fiscal Impact:   

 

 Unknown total costs ranging in the tens to hundreds of millions of dollars for the 
Employment Development Department (EDD) to develop a direct deposit option to 

supplement its existing direct deposit feature offered by the EDD Debit Card for its 
Unemployment and Disability Insurance programs. While the bill requires this new 

direct deposit option specific to EDD’s Disability Insurance program, EDD notes that 
it would also extend this option to Unemployment Insurance claimants. The fiscal 
impact provided by EDD reflects a direct deposit for both of these benefit programs.   

 

 Minor fiscal impacts to the Department of Social Services - County Welfare 

Department and the Department of Child Support Services (DCSS) as these entities 
currently provide direct deposit options to the assistance programs they administer. 

 

 No anticipated fiscal impact to the Department of Financial Protection and 
Innovation. 

 

 Unknown potential state reimbursable costs to the extent that county offices 

providing public assistance payments and benefits under the programs included in 
the bill would have increased responsibilities or would need to change administrative 
processes to expand direct deposit options to specified qualified accounts. However, 

to the extent that county office are already providing direct deposit options for public 
assistance payments in line with the revised definition of qualified accounts in the 

bill, costs may be minor.  

Background:  The state issues various payments to qualified individuals via several 

programs, including unemployment compensation administered by EDD, California 

Work Opportunity and Responsibility to Kids (CalWORKs), and child support payments 
administered by DCSS. Recipients of such payments may choose to have the funds 
deposited directly into their personal accounts as long as those accounts meet the 

standards for a “qualified account.” To qualify, an account must either be a bank 
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account at an insured financial institution, or a prepaid card account that meets certain 
standards, including deposit insurance, compliance with rules under the federal 

Electronic Fund Transfer Act (EFTA), and lack of overdraft fees. 

These laws protect recipients of public assistance, such as CalWORKs recipients, from 
fees that can significantly reduce their benefit funds. Similar protections exist for 

accounts eligible to receive direct deposit of child support payments collected and 
distributed by the state. 

Direct deposit is available to CalWORKs recipients and parents who receive child 
support payments that are collected and distributed by the state. Rules regarding 
qualifying accounts are already in place for these programs. Unemployment benefits are 

currently administered through prepaid cards that comply with existing law. 

Proposed Law:    

 Revises the definition of “qualifying account” to mean either: 

o A demand deposit or savings account at an insured depository financial 
institution that is offered directly by the insured depository financial institution 

on its internet website or through its branches and that is in the name of the 
person entitled to receipt of child support and other public assistance 
payments including unemployment compensation, disability, or family 

temporary disability insurance benefits. 

o A prepaid account or a demand deposit or savings account offered by, or 

through, an entity other than an insured depository financial institution, that 
meets all specified requirements including that the credit or overdraft feature 
has no fee, charge, or cost. 

 Modifies other definitions: 

o “Insured depository financial institution” means a state or national bank, a 

state or federal savings and loan association, a mutual savings bank, or a 
state or federal credit union that holds deposits insured by the Federal 
Deposit Insurance Corporation or the National Credit Union Administration. 

o “Prepaid account” has the same meaning as that term is defined in 
regulations under the EFTA. 

 Requires EDD, before commencing payment, to additionally provide direct deposit 
options for recipients of disability or family temporary disability insurance benefits, as 
specified. 

 Makes technical conforming changes. 

Staff Comments: The EDD notes that by default, payments for its Unemployment and 

Disability Insurance programs are issued by debit card. Once a claimant has received 

their debit card, they may choose to transfer some or all of their benefits to their own 
checking or savings accounts, also known as a qualifying account, by performing a one-

time or recurring direct deposit transfer at no cost. The EDD’s existing debit card 
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contract includes a no overdraft/credit feature and there are no overdraft fees. The EDD 
notes that to provide a direct deposit option before payment is issued for Disability 

Insurance benefits, it must develop a direct deposit option to supplement the existing 
direct deposit feature offered by the EDD Debit Card. 

 

To facilitate direct deposits, the EDD notes that it would establish a partnership with an 
entity experienced in providing direct deposits to customers. To facilitate payments 

between the EDD and a payment provider, the EDD would need to compile and transmit 
customers’ banking information, validate bank account numbers, and track transactions. 
The EDD would also need to update all applicable publications, develop staff trainings, 

and record new messages for customers contacting the Department by phone.  
 

Specially, the EDD anticipates: 
 

 One-time costs of approximately $9.9 million to develop and implement the direct 

deposit infrastructure. 
 

 Approximately 18 to 24 months for implementation of the direct deposit option. 
 

 Unknown, ongoing costs for maintenance and for staff time and resources to resolve 
any potential payment issues.  

 

 Potential costs ranging in the tens to hundreds of millions of dollars for vendor 
transaction charges.  

 
The EDD notes that, on average, vendors who support direct deposits charge 
entities between $0.20 and $1.50 per transaction. From March 2020 to February 

2021, the EDD issued more than 145 million individual payments to Unemployment 
Insurance customers alone. The EDD estimates that disbursing 145 million 

payments via direct deposit would have required a taxpayer investment of $29 
million to $218 million.  
 

Total transaction costs may vary depending on the number of disbursements issued, 
how many customers choose a direct deposit option, and if EDD is able to secure a 

reduced fee due to the volume of potential transactions.  

-- END -- 


