
May 19, 2021

REPORT OF THE 
CHIEF LEGISLATIVE ANALYST 

Di\.TE: 

TO: Honorable Members of the Rules, Elections, and Intergovernmental Relations 
Committee 

FROM: Sharon M. Tso ~
Chief Legislative 'nalyst 

Council File No: 21-0002-S 108 
Assignment No: 21-05-0393 

SUBJECT: Resoiution to SUPPORT AB 1177 which would begin the process to create a 
statewide public bank. 

CLA RECOMMENDATION: Adopt Resolution (de Leon, Price-Raman) to include in the City's 
2021-2022 State Legislative Program SUPPORT for AB 1177, which would begin the process to 
create a statewide public bank. 

SUMMARY 
Resolution (de Leon, Price-Raman), introduced April 27, 2021, describes that nearly one in four 
Californians are unbanked and pay proportionally more for their financial services. The 
Resolution states that limited access to financial services is a problem that disproportionately 
impacts low-income communities and communities of color, with nearly half of Black and 
Latino California households described as unbanked. Further, workers who make just under $15 
an hour represent up to 80.7 percent of the unbanked in California. The Resolution introduces 
AB 1177, the California Public Banking Option Act, which would begin the process to create a 
statewide public bank. Citing that the bank would allow all Californians to have access to 
banking services and reduce the risk of individuals falling into catastrophic debt traps, the 
Resolution calls on the City of Los Angeles to support AB 1177. 

BACKGROUND 
According to the Federal Deposit Insurance Corporation (FDIC), 5.6 percent of California 
households were unbanked during the period 2015-2019. Unbanked households do not have 
bank accounts and instead use costly alternative financial services including payday loans, check 
cashing, or bill pay services. Unbanked households are characterized as lower income, with a 
lower educational attainment, and predominantly include Blacks and Latinos. Lack of a bank 
account holds back the opportunity for thousands of hard-working Californians to obtain credit, 
finance the purchase of a car or home, establish a business, establish household stability, and 
build long-term wealth. 

Public banking has historically emerged as a response to extreme economic uncertainty. The 
Bank of North Dakota, the only active public bank in the United States, was formed in 1919 in 
response to limited credit available to local businesses. Public banking emerged again 
periodically from the 1930s through the 1970s in response to economic uncertainty, but 
successful public banks did not result from these efforts. The issue has again experienced a 
resurgence as a potential solution to high cost alternative financial services and as a pathway to 
financial security for disadvantaged Californians. 



AB 1177 sets into motion the process to form a California public bank, BankCal. The bill creates 
the Public Banking Option Board, which is charged with conducting a market analysis before 
July i, 2023 to determine: 1) if BankCal can be implemented and 2) if program revenue will be 
sufficient to cover program costs within six years of the bank's implementation. The Board's 
determination is subject lo approval of the Legislature. The Board would also be directed to 
select a program administrator and financial services network administrator to operate BankCal. 
The bill further establishes the BankCal Fund in the State Treasury and authorizes the Board to 
accept voluntary contributions from private donors to pay for program implementation costs. AB 
1177 additionally requires an employer with at least 25 employees (including a state or local 
government but not the federal government) to maintain a payroll direct deposit arrangement that 
enables voluntary worker participation in BankCal. 

The City Council has supported previous efforts concerning public banking, namely AB 857 
(Chiu and Santiago), which became law in 2019 and permits the City to create a local public 
bank. For this reason, the City should support AB 1177. 
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RULES, ELECTIONS, INTERGOVERNMENTAL RELATIONS 

RESOLUTION 

WHEREAS, any official position of the City of Los Angeles with respect to legislation, rules, regulations, or 
policies proposed to or pending before a local, state, or federai government body or agency must have first 
been adopted In the form of a Resolution by the City Coun·cn with the concurrence of the Mayor; and 

WHEREAS, removing key barriers to financial stability is a touchstone of an equitable economic recovery 
for ~he iow-wage workers and workers of color who have been especially hard hit by the pandemic, 
historically excluded from financial services, and face greater rates of financial insecurity; and 

WHEREAS, nearly one in four Californians are unbanked, meaning they lack a bank account altogether, or 
are underbanked, meaning they have a bank account but still largely rely on alternative financial services, 
such as payday lenders, prepaid debit cards, and pawn shops; and 

WHEREAS, unbanked or underbanked households pay proportionally more for their financial services, lack 
savings accounts, have fewer opportunities to build credit, and face increased rates of loan rejection; and 

WHEREAS, limited access to financial services is a problem that disproportionately impacts low-income 
communities and communities of color, with nearly half of Black and Latino California households are 
unbanked or unbanked and workers who make just under $15 an hour make up 80.7 percent of the 
unbanked in our state; and 

WHEREAS, not only have low-income communities and communities of color suffered greater rates of 
infection and fatalities from COVID-19, but they also face disproportionately greater challenges to recover 
financially; and 

WHEREAS, providing banking services to the unbanked and underbanked is too expensive for community 
banks, credit unions, and CDFis to do efficiently; and 

WHEREAS, currently pending in the State legislature is a bill, AB 1177 (Santiago, et al.), the California 
Public Banking Option Act, which would close the financial services divide, bolster the economy and ensure 
an equitable recovery by creating a stable, accessible financial services platform with the BankCal program; 
and 

WHEREAS, BankCal builds on the success of California's other financial programs, CaiSavers and CaiKids, 
and would allow all Californians, no matter how much money they make or where they live, to create a 
BankCal account, use a BankCal debit card, access a vast network of ATMs, deposit funds, automate bill 
pay, and set up direct deposit with no fees or penalties; and 

WHEREAS, AB 1177 would reduce Californians' risk of falling into catastrophic debt traps and brings us 
closer to bridging the racial wealth gap; and 

WHEREAS, AB 1177 is sponsored by Service Employees International Union (SEIU) California, which 
represents more than 700,000 workers who work to make our state, cities, and counties safe and healthy 
places to live and raise our families and who nurse our sick, educate our children, clean our schools, and 
care for our seniors and developmentally disabled also sponsored by the California Public Banking Alliance 
and the California Reinvestment Coalition, two organizations that advocate for public banking and 
community reinvestment: 

/ 



,.,. 

NOW, THEREFORE, BE IT RESOLVED, with the concurrence of the Mayor, that by the adoption of this 
Resolution, the City of Los Angeles hereby inciudes in its 2021-2022 State Legislative Program SUPPORT 
for AB 1177 (Santiago, et al.), the California Public Banking Option Act, which would close the financial 
services divide, bolster the economy and ensure an equitable recovery by creating a stable, accessible 
financial services platform with the BankCal program and provide Californians with a zero-fee, zero-penalty 
public option for essential financial services. 
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