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FinTech and Financial Health :
FinTech Alternatives to Payday and

Overdraft for Low- Income Working
Americans
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They Do This By Devising a Business Model

* Who they serve

* How they make it work




And by Creating
Financial

Products that
Satisfy the Need



What is the Unserved or

Poorly Served Financial Need
We're Discussing Today?




The Need: Help With Liquidity Stress

* More than 50 million Americans in low-income working families are financially stressed.

* Incomes and household wealth have stagnated at the bottom of the economic ladder
* Both income and expense volatility have increased

* The most pressing everyday issue for these Americans is managing cash flow

* They usually have the resources to pay their regular monthly bills but can’t handle
small financial shocks or timing mismatches because they lack the savings buffer the
more affluent take for granted.

* Many low-wage workers also can’t access reasonably priced and structured small loans
* Can’t stretch out larger, non-discretionary outflows—like medical, home repair &
auto expenses--over time.

e Details can be found at
https://www.hks.harvard.edu/centers/mrcbg/publications/awp/awp75
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Today, This Need is Met

Through Short-Term Small-
Dollar Credit (STSDC)




Types of Short-Term Small
Dollar Credit (STSDC)




Payday Loans

* A payday loan is a fee-based cash advance, typically two weeks in term, repaid in a single lump sum
by post-dated check or ACH authorization out of the customer’s next paycheck, or “rolled over” for

an additional fee until a subsequent paycheck.
* Emerged in the 1990s
e 20,000 payday loan storefronts, many online websites

 S38 billion lent annually (counting renewals as new loans) to 19 million payday loan customers who
pay S9 billion per year in payday loan fees

* Payday borrowers typically spend over $520 in fees to repeatedly borrow $375 over several months

* A typical two-week payday loan with a $15 per $100 fee equates to an annual percentage rate (APR)
of almost 400%

* Loss rate of approximately 60% for established payday loan businesses
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Standard Payday Loans

AACE CASH EXPRESS

Check@Go ‘ %%V%%Z@ @1.300.561.2274 emmtact Finda Store Q m

What iS a paYday loan and hOW does it WOfk’ Apply Now  What We Offer  Get Answers  Refer-a-Friend  Locations  Finance 101

At ACE, you can apply for a payday loan online or in-store, depending on your state. You are here: Home / Locations / Florida

Payday loans are short-term loans designed to help you pay for immediate expenses. The loan balance is due

in full on your next payday.

If you need quick cash and you have a steady source of income, a payday loan could be an option for you.
Payday loans can help you cover overdue utility bills, unexpected car repairs, and other emergency expenses.

Online

To apply for a payday loan online, all you need
to do is fill out a simple online application and
sign a few forms online. This easy process only
takes minutes. If you are approved, you could
pick up the money in-store or have it deposited
into your bank account the next business day.'?
On your next payday your account will be
automatically debited for the amount you owe.

In-Store : Florlda Payd ay
o e i dmlghasondd 5 Loans and Cash
find a store near you and apply in person. If you :

d, Lk ith cash i z; 3 = :
:r:n:?prove you can walk out with cash in ¢ { = v Advances

Are payday loans available in my state? How much can | i ' : : Caught short between paychecks?

borrow?

Payday loans are available online and in-store in the states below.

Minimum and maximum loan amounts vary by state. If approved, the amount you may borrow will depend
upon your income and standard underwriting criteria.

Online

California: $100 - $255
Florida: $100 - $500
Idaho: $100 - $1,000
Kansas: $200 - $500
Louisiana: $300
Minnesota: $200 - $500
Ohin- $200 - 1780

Our payday loans can help!

Apply Now

In-Store

California: $100 - $255
Florida: $100 - $500
Indiana: $50-$605
Kansas: $100 - $500
Louisiana: $100 - $300 You should be enioving Florida life with the peonle who matter most - not
Minnesota: $100 - $500

Miceaniri- §100 - S500

Font size T
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Auto Title Loans

* A small loan secured by the title to a car, truck, or motorcycle that the borrower already
owns. The lender holds the legal title to the vehicle in exchange for a loan amount. If the
loan is repaid, the title is returned to the borrower. If it is not repaid, the vehicle may be
repossessed and sold.

» 8,000 auto title loan storefronts, many websites
* 51,000 average loan size
* Single payment or short installment term

* S3 billion in fees annually for S2+billion in auto title loans extended to more than 2 million
customers

* Typical APR of 300%
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Pawn Loans

* Small loans collateralized by personal items such as jewelry, watches,
cameras etc.

* S6 billion in revenues annually

« 10,000 pawn stores Y $150 average pawn loan size, 1-4-month term, 20-
25% per month, 15% default rate

* 7.4% of population has used pawn loans
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Bank Deposit Advances

* An advance paid directly into a bank account and repaid in a lump sum
from the customer’s next direct deposit.

* Linked to bank account

* 150% to 450% APR

* 5343 median daily balance

* Volumes are low as fewer banks offered product due to regulatory issues

* Recent regulatory “small dollar credit” guidance from regulators has
increased bank involvement (see Appendix)
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Bank Overdraft Protection 1/2

A bank charges a fee (typically S35 per occurrence) to cover each incident of non-
sufficient funds on each item (check, debit, ACH) drawn against a checking account. Most
banks provide this service to checking customers, but customers must “opt-in” to gain
coverage for non-recurring debit card transactions and ATM withdrawals.

Bank overdraft protection fees make up over 2/3 total bank deposit account fees,
averaging $250 per year for customers using service

Forty-Two percent of customers incur over S300 per year in fees

Eight percent of bank customers incur nearly 75 percent of all bank overdraft protection
fees

70% of heavy overdrafters are employed and the average heavy overdrafter paid nearly a
full week’s worth of annual household income in bank overdraft protection fees in the

past year, and most people who expended a week of pay made less than $25,000 annually
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Bank Overdraft Protection 2/2

* Ten percent of millennials overdraft more than 10 times a year

* Banks with over S1 billion in assets charged customers $11.16 billion in bank overdraft
protection fees in 2015, accounting for 8.0% of profits.

* Small banks also offer these products so the banking industry total is considerably larger.
* Total fees typically make up 2% or more of total bank revenue.

* Bank practices frequently maximize incidence of fees in the daily settlement process by
reordering transactions from large to small (thereby triggering an initial overdraft with one of
the larger checks and adding additional fees from the smaller checks rather than paying most
of the small checks before the overdraft occurs), by charging individual fees for each overdraft
and by charging the same fee for all overdrafts regardless of size.

* Putin lending terms, if a bank customer “borrows” $24 through an overdraft for three days
and pays an overdraft fee of $34, the theoretical APR on the “loan” would be 17,000%.
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Drill Down: Overdraft Fees

Overdraft Fees Compared To DISTRIBUTION OF OD/NSF FEES ACROSS

Common Household Expenditures ALL INSTITUTION TYPES AND SIZES

9% T T r T i T
$30 Billion
8%
Fresh OD Fees
Vegetables 7%
$23 Billion v e, Y
Postage

6%
0,
$15 Billion i
4%

$8 Billion 3%

PERCENT OF INSTITUTIONS

2%

‘ ' L : 1%
Total Annual Expenditures 0%
By American Households $0.00 $5.00 $10.00 $15.00 $20.00 $25.00 $30.00 $35.00 $40.00 $45.00 $50.00




Drill Down: Overdraft Fees

Figure 1

Half of Heavy Overdrafters Paid 6 or More Overdraft Fees in the
Past Year
Percentage of respondents, by number of fees paid

Checking Account $100.00

20%

Groceries -$70.00

! 16 Gym Membership Monthly Payment -$50.00
13 Gas -$25.00
£ o 12% :
. 10% Morning Latte -$5.00
9% =
515 OVERDRAFT FEE $105.00

Number of overdraft fees paid in the past year

Note: Results are based on 304 survey participants who reported paying more than $100 in overdraft fees in the past year. Respondents were
asked, “Within the past year, have you been charged an overdraft fee, an insufficient funds fee, or any other fees for having a negative balance
in your checking account?” and “How many of these fees have you paid in the past year?”

© 2016 The Pew Charitable Trusts 21



Drill Down: Overdraft Fees

Overdraft fees by institution

. : Overdraft
Financial Max fees per
fere s coverage fee
institution ) day
(per item)
28 [0}
Alliant Credit $28 (or $ L
. transfer fee from Unlimited
Union K
linked account)
$0; you have six
business days to
bring your
Ally Bank balance back to N/A
positive to avoid
your account
being limited
Associated
35 4
Bank $
Bank of
. $35 4
America
$36 (or $12.50
transfer fee per
BB&T 6
day from linked
account)

Total possible
cost in a day
(excludes
extended
overdraft fees)

$0 (transfers
from linked
account) to
unlimited

$0

$140

$140

$12.50 (transfers
from linked
account) to $216

Overdraft fees as a percent of profit

First Convenience Bank 281%
Academy Bank
Woodforest National Bank
Armed Forces Bank
Arvest Bank
Gate City Bank

Regional Bank Average
Bank of America

JP Morgan

Citibank

0% 50% 100% 150% 200% 250% 300%

Source: FFIEC Central Data Repository, Uniform Bank Performance Reports Economic Studles
and Call Reports. at BROOKINGS
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Creating a Financial Product

to Satisfy the Need: Earned
Wage Access Fintech




payactiv

Your money is
on its way:

For You For Companies Insights About Us

Log In Request a Demo

Their money when they

need it

Instant Access

Users can transfer their earned wages to their
bank account, Payactiv card, or pick up cash

at Walmart. We front the money.

There is more

Pay a bill, call an Uber and get daily
necessities from Amazon with EWA funds
directly from the Payactiv app.

Low or NO Cost

Both free and low-cost options help save an
average of $200 a month in overdrafts, late

fees, and high-interest loans.

Works for everyone

Exempt, non-exempt, part-time, salaried,
everyone can use EWA from day one through

an easy opt-in enrollment process.
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How EWA helps Jake

© 2019 Branch

13th of the
Month

Car Trouble
$30 in Bank Account

Turns to $150 payday loan
to cover expenses

Uses EWA app to withdraw
up to $150 instantly

* Reviews upcoming bills
* Picks up additional shift

Charged $23 in payday
interest

Incurs overdraft fee of $35
for autopay electricity bill

Pushes out gas bill and
incurs late fee

Charged $0 for advance

Avoids overdraft fee and
pays electricity bill on time

Has enough to pay gas bill
on time

(B branch



1. Employee Requests
Funds

Qualified Advance Amount

S50

$50 $700

CASH OUT

¢ $ @

2. Employee Receives
Funds

Money in the bank!

S50 will be available to you within 5 minutes.

3. Employee is Paid
Minus Funded Amount

Advance Activity

Mon, Apr 1

'Y Fri, Feb' 15



How EWA iIs Used

Top purposes for using EWA:

20.9% ncy
12.9% Medical Care

8%

® branch



How Does it Work? The Power of the Salary

Link

WSJ  OPINION * The “Salary Link” is an agreement
Home World US. Politics Economy Business Tech Markets Opinion Books&Arts Real Estate Lifes between the employer, employee
and EWA provider to deduct EWA
advances before they reach the
employee’s bank account
This largely eliminates repayment

OPINION | COMMENTARY

A Better Alternative to Payday Loans .

Using a ‘salary link, employers can help low-income workers get access to credit. risk
* Another way to think about it?....this
By Todd H. Baker and Snigdha Kumar
May 13,2018 1:45 pm ET moves EWA to the top of the
employee’s payment prioritization
[l save & et pA TEXT 92
stack
More than 50 million Americans in low-income working families struggle to manage * Gross Wa ges, less
everyday cash flow. That means they have the resources to pay monthly bills but can’t e Taxes and Social Secu rity
handle small financial shocks or timing mismatches because they lack the savings buffer e EWA

the more affluent take for granted. Most lack access to reasonably priced credit and can’t

o =
stretch out medical, home and auto expenses over time. The result is a damaging cycle of Net Wages, less

reliance on high-cost payday loans, auto-title loans and bank overdrafts that often leads to * Rent
financial ruin. While interest groups squabble over whether more or less regulation is the  Qroceries
answer, people suffer. e Credit Cards

* Etcetc 2
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The 3-Dimension FinTech Framework

Business Public Policy Law & Regulation

Business Economic & Legal &

Model » Social Impact » Regulatory
Analysis Analysis Analysis
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15t Dimension: Business Model Analysis

Business Public Policy Law & Regulation

Business Economic & Legal &

Model » Social Impact » Regulatory
Analsis Analysis Analysis

32



a Tools for FinTech Business Model Analysis

1A: Canvas

The Business Model Canvas

eeeeeeeeeee

\\\\\\\\\\\\\

ooooooooooooooooo

eeeeeeeeeeee

=& | Gystomer Relationships

nnnnnnnn

ssssssssssssssss

|||||||||||||

ssssssssssssssssss

@ sStrategyzer
e

1B: Supplements

Key Product Insights
Customer Segment

Product Function

Product Value Prop

Pricing Structure

Who else pays/subsidizes?
Use of Banking Rails

Product Structure & Behavior
Data/Al

\
\ Identify Key
/ Financial

/ Drivers

1C: Risks

Financial Services Risks:

Credit risk

Market risk

Operational risk

Liquidity (Funding) risk
Reputational risk

Legal, regulatory & political
risk

Data/Al risk

Systemic risk
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The Business Model Canvas

Designed forPayACtiv i n 202 ]_Designed by:

Date: Version:

Key Partners 00

Employers

Payroll Services

Key Activities Q
Software Design
to Integrate with
Employer Payroll

Value Propositions

EB Consultants

Regulators

Providers Systems

Funding )

Provid er Key Resources ;‘l
Software
Developers

Sales & Marketing

mi’

Reduce
Employee
Financial Stress,
Turnover and
Absenteeism

Solve my
Liquidity Problem
for Free/Nominal
Fee-Avoid Payday
and Overdraft

Customer Relationships '

Digital and Call
Center for B2C

Personal for
B2B

Customer Segments

Employers

Providers of
Payroll Services

)
Sales Force B2B

Channels

Employer
Channel B2C

Wage Earners
With Liquidity
Needs

Cost Structure

IT Infrastructure

Sales & Marketing
Funding Cost (Interest)

6 Revenue Streams

Fee for Use (up to $S5/2wk pay period) if no
DD of paycheck to prepaid PayActiv Card
Interchange on Prepaid Card if DD to Card

DesigneD by: Strategyzer AG

The makers of Business Model Generation an

ttribution-Share Alike 3.0 Unported License. To view a copy of this license, visit:

@ @ This work is licensed under the Creative Commons Al
3.0/ or send a letter to Creative Commons, 171 Second Street, Suite 300, San Francisco, California, 94105, U

@G Strategyzer

strategyzer.com



The Business Model Canvas

1A: Canvas

1B: Supplements

Key Product Insights

eeeeeeeeeee

|||||||||||||

ssssssssssssssssss

@ sStrategyzer
e

Customer Segment
Product Function
Product Value Prop
Pricing Structure

Who else pays/subsidizes?

Use of Banking Rails

Product Structure & Behavior

Data/Al

/ Drivers

a We’'ll Use Only One Supplementary Tool

1C: Risks

Financial Services Risks:

Credit risk

Market risk
Operational risk
Liquidity (Funding) risk
Reputational risk

Legal, regulatory & political

risk
Data/Al risk
Systemic risk

\
\ Identify Key
/ Financial
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Key Product Level Insights

Customer Segment

Hourly workers

Product Function

Liquidity for timing mismatch

Product Value Prop

Save money while accessing needed liquidity
No need for payday loan or overdraft
Low or no cost

Pricing Structure

Free version when employee uses prepaid card or up to $5 per pay
period when doesn’t

Added financial health benefits

Who Pays/Subsidizes
* Free version relies on prepaid debit card interchange

* Employee pays if no DD to prepaid card (with occasional
employer subsidy)

Use of Banking Rails

* Prepaid debit card in free version

Product Structure & Behavior
* Very short maturity
* Salary Link lessens PayActiv risk significantly
* No credit analysis needed—all can use
* Structured to avoid rollover risk and high usage charges

DEYEY/Y

* Employer data on accrued wages shared with PayActiv




Financial Services Risks:
Credit risk
Market risk

ety (ntmaing) risk Business Model
Legal, regulatory and Analysis 1C: Special
S Financial Services
Systemic risk R | S k S




PayActiv Risk Canvas

* Credit risk. ...L

* Market risk. ...L

* Operational risk. ... H

* Liquidity (Funding) risk. ... M

* Reputational risk. ... H

* Legal, regulatory and political risk. ... H
* Data Management/Al Risk. ...H

e Systemic risk. ... L
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a FinTech Business Model Analysis is Complete

Canvas

1B: Supplements

The Business Model Canvas

Key Product Insights

eeeeeeeeeeee

|||||||||||||

@ sStrategyzer
e

Customer Segment
Product Function
Product Value Prop
Pricing Structure
Who e

Use of

Produ

Data/A

1C: Risks

Financial Services Risks:

Credit risk

Market risk

Opera

Liquid 7) risk
Reput

Legal, Icguialuvl y & political
risk

Data/Al risk

Systemic risk

\
\ Identify Key
/ Financial
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Now: Add Second Dimension: Public Policy

Fintech U.S. Financial Regulatory Structure, 2016
The Business Model Canvas

KeyActtios °

Regulators r State regulators 1

formed

process—,  fiem
@©

chan

effects

PUDIIC £ arairminnies

migration

-
Credit risk
EeT S | ket risk academic PO
ustomer Segment Market ris! outcome > 8 Bureau of Consumer Financial Protection
robur Functon Operational risk b Y e i
ey ntencea ! = 3 —— o Bty
reaure g Frmelioe i gl

Municpal Securites Rulemaking Board
Naticral

National Futures Associton

Offce o the Comptrler of the Curtency

— :
2l

roduct Value P esources N L) oty : :
g svcars " ?‘Tlgl‘ l) y (Funding) risk
_— 4 .
lf;u;l;:;:;/;\ﬁ:dues. P ) N 4 Reputational risk
————————

Legal, regulatory and

roduct Structure & LTV /D)

ehavior O political risk Secartes and Exchange Commission

ata/Al Crl—A = R

o Data /Al risk Regulated entities I
S Y A N A U B B 2 [ U S inancial Stabilty Oversig
‘ ‘ Systemic risk O —— —) [ i bty Overs
9
I @ | rovonuesveame Fy and derivatives Consolidated supervision or systemic risk-related oversight
Source: GAO. | GAO-16-175
Note: This figure depicts the primary regulators in the U.S. financial regulatory structure, as well as their primary oversight responsibilities. “Regulators™
generally refers to entities that have rulemaking, supervisory, and enforcement authorities over financial institutions or entities. There are additional
agencies involved in regulating the financial markets and there may be other possible regulatory connections than those depicted in this figure
©strategyzer

strategyzercom
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Public Policy Analysis



Policy Screens
for Consumer
FinTech

Utility/Scalability

e Utility: Cost/Avoidance vs. Alternatives
e Delivery at Scale Possible?

Inclusivity/Exclusivity

e Wealth/Income/Race/Ethnicity/Sex/Disability

Alignment Analysis

*The incentives imbedded in a fintech business and/or product
model and consumer interests

Data Utilization

e Source/Privacy/Control

Systemic Impact
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THE POWER OF THE SALARY LINK: ASSESSING THE BENEFITS OF
EMPLOYER-SPONSORED FINTECH LIQUIDITY AND CREDIT SOLUTIONS FOR
LOW-WAGE WORKING AMERICANS AND THEIR EMPLOYERS

EEE] HARVARD Kennedy School
THE URBANUNSTITUJE = MOSSAVAR-RAHMANI CENTER
for Business and Government

https://www.hks.harvard.edu/centers/mrcbg/publications/awp/awp88

ToDD H. BAKER SNIGDHA KUMAR
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POLICY FAILURE

= There’s agreement that financial stress is a big problem but no consensus on what to do about it

= Policy discussion polarized around “politicized” issues of personal responsibility,income distribution
and fairness that are the most divisive

= Consumer advocates say lenders could make reasonably-priced loans to consumers with mixed or
poor credit histories if they worked harder to help their customers succeed

® Then press for legal restrictions on payday, auto title and bank overdraft practices

= |enders say that the only way they can broaden the spectrum of borrowers and make a decent
capital return is to charge very high prices, even if those high prices cause more defaults

= Argue that regulation will cut off credit access to low-income consumers
= Politicians divide along tendentious pro-market or pro-regulation lines

" We desperately need a new approach B




WHAT IF THERE’S ANOTHER WAY?

= Can The Employer Sponsorship Provide an Answer?

®  The top ten employers alone employed almost 6 million people in 2016
= Stressed Employees Perform Worse & Cost More

®  Reduced Productivity

= Absenteeism

®  Increased Turnover

®  Higher Administrative Costs

®  |ncreased Medical Costs

Save money, Live better,

TARGET



CAN THE FINTECH REVOLUTION HELP?

" Hundreds of Companies Providing Mobile and Online Financial Products

@5 250 FINTECH COMPANIES TRANSFORMING FINANCIAL SERVICES
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ASSESSING EMPLOYER-SPONSORED FINTECH BENEFITS

= We gondbgted Research on two FinTech companies using employer channel:

which offers an “earned income advance” product for employees of participating employers
employees to access portion of earned salary prior to payday
®  Currently in Walmart with Even Responsible Finance

m  SalaryFinance, which provides low-cost, short-medium term installment loans to employees, which are repaid from
payroll

®  Focus is on debt consolidation
®  Currently large only in UK, although entering US market through partnership with United Way.
=  Big addressable market for employer-based FinTech solutions

" In 2014, almost 65 million Americans, or a little over 41% of wage earners, worked in jobs paying between $15,000 and
$50,00.0 Over 55 million individuals worked for companies with more than 500 employees (47 million of these worked
for companies with over 1,000 employees)

48



PAYACTIV PROVIDES
ACCESSTO EARNED
BUT UNPAID INCOME
TO LOW-INCOME
WORKING
AMERICANS




EMPLOYER-SPONSORED FINTECH BENEFITS—PAYACTIV 2018

u PayACtiV (reaches over 2.5 million employees in the US, across the 50 states)

A financial wellness service offered standalone, embedded or integrated. Includes earned income availability and multiple cost savings
features for lower income workers

Leverages the typical two-week payroll latency period by advancing earned but unpaid wages between payment dates. All employees are
eligible for the benefit and includes extensive guardrails to help employees maximize savings. No recourse to employee if advance
unrepaid.

PayActiv gains permissioned access to employees’ time and attendance data and applies various algorithms to adjust for schedules, partial
hours, part-time and full-time hours, exempt or salaried status, tips, overtime, etc.

Earned funds can be accessed as cash at any Walmart store, moved to any bank account, any payroll/prepaid card, biller, a Visa prepaid card
issued by PayActiv and if selected, an automated savings account. Additional cost saving wellness services include Uber rides without
having an Uber account and Amazon cash loads for online purchases. Newer services are added regularly.

A flat fee of $5 for biweekly,and $3 for weekly pay period in which the service is used (includes fund access and other wellness services)
®=  The fee is fixed and the employee can access wellness services multiple times in their pay period, up to an aggregate of $500

= According to the company, in over 30% of the cases the membership fee is borne or subsidized by the employer

Currently partnering with VWalmart as their provider for earned wage access. Over 200K Walmart users access funds every month.

PayActiv is integrated with ADP and is now directly available to over 600,000 businesses through the ADP marketplace. 20

PayActiv partners include Visa for prepaid, Uber for rides, VWalmart Direct2Cash for cash pickup, OnShift and Amazon (not yet announced).


https://www.payactiv.com/walmart-offers-new-financial-wellness-services-for-associates-nationwide/
https://www.payactiv.com/payactiv-adp-marketplace-timely-access-to-earned-wages/
https://www.payactiv.com/visa-and-payactiv-join-forces-to-offer-on-demand-access-to-earned-wages/
https://www.payactiv.com/visa-and-payactiv-join-forces-to-offer-on-demand-access-to-earned-wages/
https://www.payactiv.com/payactiv-announces-walmart-as-destination-to-pick-up-cash-based-earned-wages/
https://www.onshift.com/about/newsroom/onshift-announces-financial-wellness-software-help-employees-better-manage-expenses

METHODOLOGY AND FINDINGS

= What We Measured
®  Cost of Products vs. Market Equivalents

" Inclusivity of Products vs. Market

®  |mpact on Employers—U

Much Lower Cost for Borrowers

Much Greater Inclusivity for Damaged and Invisible Credit Profiles

Evidence of Potentially Reduced Employee Turnover Costs for Employers—Millions in Cost Reductions




COST AND INCLUSION VS. MARKET ---PAYACTIV IS FAR LEST

COSTLY AND COMPLETELY INCLUSIVE

m  Cost of PayActiv: $5 fee (often subsidized) for employee to access $200 earned wages

ccess several times without incurring additional fee

17% of the cost of Payday loan: $15/$100 advanced for Payday loan=$30 for $200 loan

®  Payday borrowers frequently roll over loan for additional and growing fee
= |4% of cost of single Overdraft: $35 for typical overdraft fee

®  Usually, several overdraft fees are charged on any day account is overdrawn

nclusion: all employees are eligible for PayActiv regardless of credit history
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WE MEASURED BENEFIT TO EMPLOYER BY IMPACT ON EMPLOYEE

TURNOVER RATE

High turnover is a problem for large, consumer-facing companies that tend to employ low-wage workers.

Annual turnover rates can be staggering

30% among bank tellers

30-45% among call center employees
100% in fast food/QSR outlets
60-300% in hotels

100% in supermarkets

59% in retail generally

Turnover costs employers:

|6 percent of annual salary for high-turnover, low-paying jobs (earning under $30,000 a year). For example, the cost to replace a
$10/hour retail employee (a typical wage at Target or Walmart at the time of the underlying study) would be $3,328

20 percent of annual salary for midrange positions (earning $30,000 to $50,000 a year). For example, the cost to replace a $40k
retail manager would be $8,000 >3



By giving employees access to
PayActiv product, employers on
an average experienced a

in turnover rates

Invite Friends Notifications

of PayActiv users are

under 40 years of age and earn
$15/hour or less

gnity | Savings



CAVEATS

Data on Turnover not statistically dispositive—only an association effect is shown
Other factors could have had greater impact

Data sets had between 9 months and 24 months of data

Impact is likely reduced as loan term lengthens

Further research is needed
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IF VALIDATED BY FURTHER RESEARCH, COULD MEAN $475MM

SAVINGS ANNUALLY FOR A LARGE EMPLOYER LIKE WALMART

Walmart

Save money. Live better.

Potential Savings for Walmart Using PayActiv

Product
Cost of employee turnover for each low income wage worker ($10/hr.) $3328 Per employee
Average annual rate of attrition at Walmart 50%
Total number of employees in Walmart 1,500,000 In the US
Total annual attrition at Walmart 750,000
Reduction in attrition rate IS1on of financial wellnessprod 19% PayActiv number
Total annual Ton after financial wellness product 607,500
ffference in annual attrition 142,50
Total cost saved (142,500 x $3328) $474,240,000.00 (In YSD/Year

Savings for Walmart using 19% turnover reduction
ough PayActiv could be approximately $475,000,000
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NUMBERS LIKE THESE SHOULD MAKE EMPLOYERS PAY

ATTENTION—AND THEY ARE

Retailer joins financial technology startups Even and PayActiv to
launch industry-first tools for personal money management,
financial planning and on-demand access to earned wages

BENTONVILLE, Ark. — Dec. 13, 2017 — Walmart today announced a suite of new financial wellness services for more than 1.4
million associates nationwide. The new offering was created in collaboration with Silicon Valley-based financial technology
startups Even and PayActiv. Associates will access the tools through the Even app, available for both iOS and Android devices.

THE WALL STREET JOURNAL < P , Wa@ﬁ';t

A Better Alternative to Payday Loans
Using a ‘salary link,” employers can help low-income wqrkers
get access to credit. S 57


https://get.even.com/Mfje/emUd2XPnNI

@
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Now: Add Third Dimension: Law and
Regulation

Fintech
The Business Model Canvas

U.S. Financial Regulatory Structure, 2016
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Legal and Regulatory
Analysis



Today’s Story: Novel FinTech and the Square
Peg Problem in Earned Wage Access

e What is Earned Wage Early Access?
* |sit “Lending”?

E ZayZoon
PayActiv’ dallypay

Built for Contact Centers

- ©,0ON DEMAND PAY " ®.
= Even |mefiidce: [l




Assess How Many Ways PayActiv is Regulated
Directly and Indirectly?

U.S. Financial Regulatory Structure, 2016

Regulators [ State regulators I

Board of
Govern

LSfhe || Foic || occ || NCUA | |Banking | |Insurance

Reserve
System

Securities NFA

CFPB Bureau of Consumer Financial Protection
CFTC Commodity Futures Trading Commission
FDIC Federal Deposit Insurance Corporation
FHFA Federal Housing Finance Agency

Nondepository Investment

Fannie Mae,

entities that or other companies, F f Financial FINRA Financial Industry Regulatory Authority
Depository Insurance offer securities and investment reg?:ledMacl, market utilities| FTC Federal Trade Commission
institutions companies consumer derivatives advisers, ?_'n eLera and other MSRB Municipal Securities Rulemaking Board
financial markets or muncipal gy e infrastructures | NCGUA- National Credit Union Adminisiration
intermediaries advisors umine NFA  National Futures Association

OCC Office of the Comptroller of the Currency
SEC  Securities and Exchange Commission

Regulated entities

Safety and soundness oversight ® ----- Insurance oversight Eggxglar'niﬁgg'ggg:g'gm
---------- Consumer financial protection oversight - - - ---- Housing finance oversight
Securities and derivatives markets oversight Consolidated supervision or systemic risk-related oversight

Source: GAO. | GAO-16-175

Note: This figure depicts the primary regulators in the U.S. financial regulatory structure, as well as their primary oversight responsibilities. “Regulators”
generally refers to entities that have rulemaking, supervisory, and enforcement authorities over financial institutions or entities. There are additional
agencies involved in regulating the financial markets and there may be other possible regulatory connections than those depicted in this figure.
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dentity and Assess Laws Applicable to
PayActiv

Federal Laws State Laws
> P .
°* X ® * X
°* X * X

We don’t really know what the PayActiv

2.7

product “is” from a legal standpoint...




e Bank Holding
Company/Volker

Banking ¢ Bank Service Provider Does fintech’s provision or use of
. Oversight banking services bring regulation? If so,
RegUIatlon * Use of Partner Bank for how and from what agency?

Lending, Deposits or
Payments

e |s it a Security?
e Registrable or Exempt

Securities or * Broker Dealer, Investment Does fintech create, or facilitate holding
Commodities Company, Exchange or trading in, securities or commodities

H * Is it a Commodities derivatives? If so, how?
* Fed Regulatlon Derivative?

e Commodities Exchange

* OCC
[ ]
FDIC State e Lender Licensing
* State N e Usury Are fintech’s products or activities
Activities * Money subject to specific state financial and
. Transmission consumer protection laws?

. SEC Regulation  [Reeees
* CFTC
* State o TILA, ECOA.

FEderaI EFTA, FCRA Are fintech’s products/activities
ACtIVItIES * Eiﬁéﬁ:/\m - subject to specific federal financial
i ¢ and consumer protection laws?
. State Regulation p

- CFPB
« FTC



Our Class
Metaphor is

“Square Pegs in
Round Holes”




Let’s Look at Another Similar Company for
Contrast

©

earnin




Earnin’ Also Offers Earned Wage Early Access

@ earn | N Community Coming Soon! Careers Blog Partnerships FAQ

We're fighting unfairness in
the financial system.

We're building a platform of community-supported products to inspire
fairness across the financial world. The Earnin app allows people to reject
the current system in order to get to a better place financially. These are
the problems we're solving:

A, o
® <) o &
The pay cycle holds back Overdraft fees and Medical bills are putting We all need more ways
our money. penalties are unfair. us in debt. to find extra cash.
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Earnin is a B2C Model, Unlike PayActiv

PayActiv Operates B2B2C—Through Employer
Earnin’ Operates B2C—No Employer Relationship

© PayActiv

earnin
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Earnin’ at a Glance

earnin

Withdrawal limit
Fees
Time to receive funds

Requirements

$100 to S500 per pay period.
S0; optional "tip" up to $14.
Same day to next day.

*Hourly, salaried or on-demand
job.

*Get paid by direct deposit.
*Provide access to the checking
account to which your paycheck
is directly deposited, and
connect the account to receive
your cash out.

*Upload a timesheet or turn on
location services to let the app
know you went to work.
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Earnin’ Uses Voluntary Tip Structure

Does Earnin charge fees or interest?

Katherine

Follow

Nope. We're community-supported, so we don't charge interest or fees. We believe money should work better for
everyone.

Instead of charging fees or interest, we depend on our community to support us by tipping what they think is fair when
they use the app.

Giving tips isn't required. Sometimes things are going your way and you can afford to tip, sometimes you’re the one
going through a rough patch. Help when you can, accept help when you can’t. We’ve got each other’s back.

If you like what we’re doing, join the community, cash out, and help support the payday revolution!


https://help.earnin.com/hc/en-us/articles/223283747-Does-Earnin-charge-fees-or-interest-/subscription

The Business Model Canvas

Designed forEa rn i n’

Designed by:

Date: Version:

Key Partners & fgﬁc iiVirtligsPIatformc Value Propositions S Custc.)m-er Relationships @ | Customer Segments ‘
Design Solve my Digital App, Wage Earners
Online and _ T
Funding Crod Liquidity Problem | 51| center With Liquidity
_ redit and Needs
Providers Marketing
Modeling
Regulators? <oy Rosources od Channels L1
Software Social Media
Developers and (DM?)
Credit Modelers
Sales & Marketing Customer
Referrals
P _
CostStructureIT Infrastructure ¥ | Revenue Streams (5 )
Funding Costs (interest) “Tip” from Customer
Sales & Marketing
Referral Fees
f@g 93 QCVD \AG e e e o, o v @G Strategyzer
strategyzer.com

The makers of Business Model Generation an



Earnin Risk Canvas

* Credit risk. ... H

* Market risk. ... M

* Operational risk. ... H

* Liquidity (Funding) risk. ... H

* Reputational risk. ... H

* Legal, regulatory and political risk. ... VH
* Data Management/Al Risk. ...H

e Systemic risk. ...L
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Most Legal/Regulatory Issues for PayActiv
(and Sometimes Earnin’) Appear Manageable

* Wage and Hour Laws—Deduction or Assignment of Wages
* Possibly illegal in some states but only for loans?
* “Company Store” concern behind issue
* Probably ok with workarounds

* Tax Witholding on Payroll Deductions
* Not a problem

* |s it a Money Service Business for BSA/AML Purposes?
* Prepaid access to wages have a qualified exclusion

* Is it a Money Transmitter for State Law Purposes?
* Reg E Compliance




But One Big Issue for Both: Is it a Loan or
Extension of Credit?

If it is a Loan/Extension of Consumer Credit, Big Problems for Business
Models

* TILA

 ECOA

* EFTA (specifically re pre-authorized debit transfers)

 State Lender Licensing Laws

* State Usury Laws

e State Anti-Payday Loan Laws




TILA, ECOA and EFTA

APR(Annual Percentage Rate)

other
charges

Interest Rate

What is ECOA?
s - ELECTRO

* The Equal Credit Opportunity Act, enacted in 1974, is another federal consumer
financial statute.

SFER

» Explicitly and primarily creditor-focused, unlike the FCRA.

* Under ECOA it is unlawful for any creditor to discriminate against any applicant,
with respect to any aspect of a credit transaction, on the basis of:
* race: [ & oy
¢ color;
* religion:
* national origin;
* sex, marital status;

* or age (provided the applicant has the capacity to contract). ”NO person may COndItlon the exten5|on Of CFEdIt to a
consumer on such consumer’s repayment by means of

COMPTROLLER'S HANDEOOK

Allen Matkins preauthorized [Electronic Funds Transfers]...” 76



New York Bans Payday Loans

! You are about to leave the DFS website. Would you A like to
News continue? Location  Translate

Department of Consumer Applicatior ; ‘ SPOItS o _ (o)
Financial Services Information & Filings Guidance Publications Eontact Vs Slirken

Services

PAYDAY LENDING IN NEW YORK: WHAT YOU NEED TO
KNOW :

Payday loans are illegal in New York State. It is a violation of New York State law to make payday loans in-person, by telephone, or over the Internet. It is

also illegal for a debt collector to collect, or attempt to collect, on a payday loan in New York State.

To File a Complaint
« File a complaint with the Department of Financial Services at (800) 342-3736 if you believe payday loans are being made in New York or to New York
residents, or if a debt collector is seeking to collect on a payday loan in New York.

What is a Payday Loan?
A payday loan is a relatively small, high-cost loan, typically due in two weeks and made with a borrower’s post-dated check or access to the borrower’s bank

account as collateral.
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NY—Usury Limit Plus Anti-Payday Law

* Charging a rate of interest in excess of 16 percent per annum for
loans less than $250,000 is illegal and constitutes civil usury.

e Charging interest on a loan in excess of 25 percent per annum is
criminal usury in the second degree, a class E felony.

GO TO
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Comparing PayActiv and Earnin’ in 2019

PayActiv @

.......................

earnin




PayActiv vs. Earnin’-- Data Access

PayActiv Earnin’
* B2B2C * B2C
* Employer/Employee-Permissioned Access to * Consumer Provides Access to Bank Account
Earnings Data In T&A System for Financial Data, Pay Confirmation and
Direct Debit Payment and Advance
Repayment

e Consumer Adds Wage Data
e Timesheets Photo
* On-demand workers Trips Summary Photo
GPS Tracking for Hourly Workers (!)
3rd Party Timesheet Partners
Employee Connection to T&A System

* Consumer Must Direct Deposit Earnings to
Bank Account and Authorize Direct Debit




PayActiv vs. Earnin’-- Credit Analysis

PayActiv Earnin’

* None e Uses Bank Account Data and
Timesheet/Location Data to
Assess Repayment Risk




PayActiv vs. Earnin’-- Advances

PayActiv Earnin’
* PayActiv Algorithm Calculates e Earnin” Algorithm Calculates
Available for Access Amount Earnin” Will Provide
* Bank Account Not Required * Bank Account Required
* Funds Transferred to Employee * Funds Transferred to Linked
 Bank Account Bank Account with Direct Debit
* Prepaid Card Enabled

PayActiv Visa Prepaid Card
 Walmart Cash
* Savings Account




PayActiv vs. Earnin’-- Repayment

PayActiv Earnin’

* Employer Deducts Early Access * Earnin’ Direct Debits Repayment
Payments from Next Paycheck from Linked Bank Account
and Sends to PayActiv * If Money’s Not There? Loss

* Money Will Always be Available . No recourse
to Repay Advance

* No recourse if money isn’t there
for any reason

Can there be an extension of credit if there is no recourse?



PayActiv vs. Earnin’— Cost to Consumer (2019)

PayActiv Earnin’
* S5 for all services in any month * Tip from SO to (now) S14
service is used * Previously tips uncapped
* Sometimes subsidized in whole or « $14 translates into APR between
part by employer 73% and 365% depending upon

* Includes Bill Pay, Financial Advice, Rx
Discounts, Savings Account Tool

S5 translates into APR (not the best

measure) between 26% to 130% e Earnin’ allows more than one tip
depending on amount received for multiple advances which could

and time period to repayment lead to much higher APRs

amount received and time period
to repayment




Verdict on PayActiv? Pay 11

* PayActiv works through employers exclusively as a bundled employee
benefit

* It does no credit underwriting
* It is repaid by employer through payroll deduction

* It facilitates early access and other employee benefits for a fixed fee
regardless of amount advanced

* No recourse
e Strong argument that it is not an extension of credit or loan

* PayActiv has been actively working with state and federal regulators
to clarify its status




Verdict on Earnin’? ©

earnin

e Earnin’ is taking some credit risk, which smells like a loan
e Customer can cancel auto debit or close account after advance to avoid repayment
e Earnin’ is doing underwriting to assess income

It looks a lot like a payday loan in practice
* Short-term advance backed by ability to withdraw funds from checking account
* Auto debit is like cashing a post dated check

But it doesn’t “roll over” as a payday loan can
And there is no recourse if advance not repaid
The “tip” approach is untested--may not be a finance charge under TILA if truly voluntary

But there are other issues with the “tip”
* Isn’t a “suggested” tip close to the line?

* The App algorithm apparently favors big tippers.... users who don’t leave a tip appear to have their
credit restricted

A closer question than PayActiv, but still likely not a loan
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earnin

A payday lender in disguise? New York investigates the Earnin app

By

...[S]lome other apps are copying [PayActiv and others’] style while using a more traditional payday-loan That's what happened to Earnin, which is often
. referred to and bills itself as an early wage access provider, which give employees access to their paychecks before they are deposited. The New York
T APHIO3NBSGMENT  gtate Department of Financial Services launched an investigation of the firm over concerns it may be skirting state lending laws by, among other things,

requiring tips from users in lieu of disclosing fees.....

*  Penny Crosman

EXCLUSIVE
Popular cash advance app Earnin operating in payday Cash-advance app Earnin gets
. en :
loan ‘gray area,’ critics claim subpoenaed by NY regulator: source
By Kevin Dugan By Kevin Dugan
March 21, 2019 | 10:05pm | uUndated March 28, 2019 | 4:09pm | undated

“A loan is a loan,” said Aaron Klein, a fellow at the Brookings Institution. “You can’t disguise an interest
payment origination fee as a tip to get around usury caps.”

“Earnin is not in the same category as PayActiv, DailyPay and FlexWage,” said Lauren Saunders, associate director
of the National Consumer Law Center. “True early wage access providers are companies that have agreements
with the employer and are integrated with payroll and are not making loans and seeking repayment from the
customer. Earnin seems to be trying to look like they’re giving you your pay, but they have no relationship with

the employer and in my mind it’s a payday loan.”



What’s Going On Here?

* New Fintech Product
* Doesn’t Fit into Existing Law or Designed to Evade it
* Legislatures Slow to React

* Tortured Attempt by Regulators to Make Existing Law Fit
to Gain Oversight/Control

* Necessary Effort to Protect Consumers or example of
“hard cases make bad law”?
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State

Legislative
Responses

The derailment of California's payroll
advance law

By KevinWack  September 19,2019, 9:00 p.m. EDT 5 Min Read

v
in]
&

It seemed uncontroversial at first. A bill in California to create the country’s first regulatory
framework for companies that offer early access to employees’ earned wages passed the state

Senate 35-0in May.

The measure, which would establish the legal parameters for a lower-cost alternative to

payday loans, then got the unanimous approval of three committees in the state Assembly.

But the momentum ended earlier this month in the face of divisions within the earned wage
industry, increased opposition from consumer advocates and a chaotic process that led to

confusion about the final contents of the bill.

Web Seminar: Three New Tricks Your Credit Cards Need to Learnin 2021.

In the wake of a year that featured a global pandemic and one of the most controversial
US elections in history,

PARTNER INSIGHTS
SPONSOR CONTENT FROM KUNAI

The industry-backed bill still has a chance of passing during the current legislative session. It

can be reconsidered in Sacramento as soon as January, when the session resumes. Its fate has
implications well beyond California, since other states are considered likely to follow the

Golden State’s lead.

The measure’s setback this year shows that it will be hard to find consensus about a fast-

growing industry that touts its products as an improvement over the high-cost loans that have

It's a Jersey Thing: Earned Wage Access Bill Gets
Amended

Tuesday, October 27, 2020

California, New York and New Jersey all have earned wage access (EWA)
legislation pending, although nothing much has happened with these
bills for months. Last week, however, a New Jersey Assembly committee
amended one of these bills, AB 3450, and sent it to the floor for further
consideration. Some of the changes made by the committee are helpful
but some of them are not.

We’ve written about earned wage access products before as well

as legislative initiatives to regulate them. New Jersey’s Assembly Bill
3450, introduced in late February 2020, would regulate EWA products in
several ways. The bill requires EWA providers to have contracts with the
employers, verify the employee’s earned income before making an
advance and to secure the employee’s consent before obtaining
information about the employee from the employer. The amended
version also requires providers to register with state regulators and to
base the amount of an advance on the employee’s net wages rather than
gross wages. These modifications seem appropriate and beneficial.

This original bill essentially killed direct-to-consumer business models
because it prohibited the provider from recouping the advance directly
from the consumer’s bank account. The amended bill strikes this
provision and allows for direct-to-consumer products as long as the
provider does not charge the consumer a “mandatory fee.” The ban on
“mandatory fees” presumably allows providers to collect “voluntary
fees.” One provider in the marketplace operates on a business model
where it does not assess fees but does collect “tips” from consumers who
use the service. This amendment would allow that provider’s tip
business model but would prohibit all other direct-to-consumer
products. It seems inappropriate and unfair for legislation to pick
winners and losers in the competitive and evolving marketplace for EWA
products. This is especially true when the provider who relies on tips has
been sued over whether the voluntary payments really are voluntary.
More on that litigation below.
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Federal Developments: TILA Issues with EWA

"l
TRUTHIN
LENDING ACT

™~

What a Lender
Must Tell You

I

CREDITINFOCENTER.COM

Annual Percentage Rate Finance Charge Amount Financed Totalof Payments
The cost of your The dollar amount The amount of credat The amount you will
credit at a yearly rate the credit will cost provided 1o you or have paid after you

you on your behatf have made 3l

payments as

scheduled
A sB sC sD
History

Before the Truth in Lending Act, consumers were often overwhelmed by the
various terms and rates, which made it difficult to compare loans. It was not
unusual for lenders to provide so much information, in so many different formats,

that borrowers would become confused.

The Truth in Lending Act, originally enacted under the Consumer Credit
Protection Act, helped solve that problem. The TILA, which went into effect on
July 1,1969, and has been amended several times since, regulates certain aspects
of lending and requires lenders to use a uniform system for disclosing certain

terms and rates.



Why is TILA an Issue for EWA?

* A very short repayment period for “credit” can turn a very small fee
into a very large "Annual Percentage Rate”

* Arguably this makes APR disclosure useless but scary for employers

Unit Number
Required Data Entry
Loan Amount 250 Dollars
Loan Fee 1.00 Dollars
Repayment Time || |7 Days

Calculated Results

APR

20.85

%

Unit Number
Required Data Entry
Loan Amount 1250 | Dollars
Loan Fee 5.00 Dollars
Repayment Time || |7 Days
Calculated Results
APR 104.28 | %

[ Calculate ]

[ Clear Values ]
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What to Do? CFPB CAS Policy

* The CFPB Compliance Assistance Sandbox (CAS) Policy enables testing
of a financial product or service where there is regulatory uncertainty.
After the Bureau evaluates the product or service for compliance with
relevant law, an approved applicant that complies in good faith with
the terms of the approval will have a “safe harbor” from liability for
specified conduct during the testing period. Approvals under the CAS
Policy will provide protection from liability under the Truth in Lending
Act, the Electronic Fund Transfer Act, or the Equal Credit Opportunity
Act.



PayActiv CFPB Sandbox Letter 12/20

* Payactiv seeks confirmation that the Payactiv EWA Program does not
involve the offering or extension of “credit” as defined by section
1026.2(a)(14) of Regulation Z.

* The Bureau confirms that credit is not offered or extended in the
particular circumstances described by Payactiv.

* Note that PayActiv changed its product pricing structure to get thi
letter




CFPB Sandbox Letter Facts1/2

This Approval Order applies to the following described aspects of the product or service (collectively, the Payactiv EWA Program), as
represented by Payactiv in its Application:

1.

Payactiv contracts with employers to offer and provide to the employer’s employees a suite of financial services, including employee-
requested transfers of wages that an employee has already earned (Payactiv EWA Transactions).

The amount of each Payactiv EWA Transaction does not exceed the accrued cash value of the wages the employee has earned up to the date
and time of the transaction. Payactiv obtains timely information from the employer regarding hours worked and the employee’s applicable
wage to determine this amount. Payactiv does not rely upon information provided by the employee, or on estimates or predictions of hours
worked or hourly wage rates. Payactiv further limits the available amount of Payactiv EWA . Transactions by capping them at no more than
60% of the accrued cash value of the earned wages. The “accrued cash value of the earned wages” are wages that the employee is entitled to
receive under State law in the event of separation from the employer for work performed for the employer, but for which the employee has

yet to be paid.

Employees may choose to access EWA funds using one of the following models:

(i) Payactiv Access Freedom, which provides free access to employees who arrange to direct deposit their paycheck to an account as defined
under Regulation E that is managed, issued, or otherwise facilitated by Payactiv (Payactiv Account); and

(i) Payactiv Access Choice, which charges a non-recurring $1 fee to employees without a Payactiv Account for access to an unlimited
number of Payactiv EWA Transactions during a one-day access window—under this model, Payactiv caps the fees at $3 for a one-week pay
period or S5 for a bi-weekly pay period in the event an employee accesses EWA funds on multiple days during a single pay period.

Under either model, Payactiv delivers EWA funds to an account of the employee’s choice (which may be the Payactiv Account), and Payactiv
does not charge additional fees for the delivery of EWA funds to that account. The employee is not required to make any other payment,
voluntary or otherwise, to access EWA funds or use the Payactiv EWA Program, and Payactiv does not solicit or accept tips or any other
payments from the employee. Payactiv does not charge fees to open the Payactiv Account. In addition, the prepaid and payroll cards
associated with the Payactiv Account are issued on a major network brand that permits use at multiple, unaffiliated merchants; the Payactiv
Account does not charge fees for use of an associated card to buy goods or services at merchants that accept the associated card; the Payactiv
Account does not impose any periodic fees; and the Payactiv Account does not charge fees to withdraw cash from in-network ATMs, which
have sienificant distribution.



CFPB Sandbox Letter Facts 2/2

4. Payactiv recovers the amount of each Payactiv EWA Transaction only through an employer-facilitated
payroll deduction from the employee’s next paycheck In the event of a failed or partial payroll deduction,
Payactiv may re-present the deduction in the two subsequent paychecks. Payactiv permits an employee to
request cancellation of Payactiv’s re-presentment of failed deductions for free.

5. In the event of a failed or partial I|;)ayroll deduction, Payactiv retains no legal or contractual claim or
remedy, direct or indirect, against the employee, although Payactiv may refrain from offerln% the employee
additional EWA transactions or impose other limits on the employee’s ability to access EWA funds.

6. Payactiv warrants to the employee as part of the contract between the parties that it:

* a. Will not require the employee to pay any charges or fees in connection with a Payactiv EWA Transaction, other than the S1
fee under the Payactiv Access Choice model, as described in paragraph 3 above;

* b. Has no legal or contractual claim or remedy, direct or indirect, against the empl.o?/]ee in the event the payroll deduction is
insufficient éo cover the full amount of a Payactiv EWA Transaction, including no right to take payment from any consumer
account; an

* c. Will not engage in any debt collection activities related to a Payactiv EWA Transaction, place a Payactiv EWA Transaction
amount as a debt with or sell it to a third party, or report to a consumer reporting agency concerning a Payactiv EWA
Transaction.

7. Payactiv does not directly or indirectly assess the credit risk of individual employees, including through
obtaining and reviewing credit reports or credit scores about the individual employees.



CFPB PayActiv Analysis

Third, the totality of circumstances of the Payactiv EWA Program demonstrates that it differs in kind from products the Bureau
would generally consider to be credit. Courts tend to agree that a transaction’s substance, not its form, controls whether it
qualifies as TILA “credit,” and they generally undertake fact-specific inquiries and weigh multiple factors when analyzing the true
nature of a transaction. The Bureau notes that features often found in credit transactions are absent from the Payactiv EWA
Program. Unlike many credit transactions, for instance: Payactiv has no rights, including a contractual claim or remedy, direct or
indirect, against the employee in the event a payroll deduction is insufficient to cover amounts corresponding to a Payactiv EWA
Transaction. Payactiv also will not, with regard to any such transaction, engage in debt collection activities, report to consumer
reporting agencies, or sell or place the transaction as a debt with any third party. Employees have no obligation to make any
payments directly or indirectly to Payactiv at any time. This is true even if, for instance, an employer goes bankrupt before
attempting a payroll deduction.

Payactiv charges, at most, a non-recurring $1 fee to obtain one day of access to Payactiv EWA Transactions and otherwise does not
charge employees to participate in the Payactiv EWA Program, open a Payactiv Account, transfer EWA funds to the Payactiv
Account (or to employee’s choice of account), or use an associated card issued on a major network to buy goods or services at the
multiple merchants that accept the card. And the Payactiv Account and any associated card do not impose any periodic fees, and
otherwise allow employees reasonable use of the account at no charge.

No interest or other fees are charged against a Payactiv EWA Transaction, ensuring that the amount Payactiv is entitled to recover
does not “increase with the passage of time, another characteristic of a loan.” The absence of interest and fees other than the
non-recurring $1 fee demonstrates that Payactiv is not taking on the type of credit risk characteristic of a typical credit transaction.

There are no late fees or prepayment penalties associated with a Payactiv EWA Transaction.

Payactiv does not take any payment authorization from employees, such as a check, ACH, or debit card authorization.
Payactiv does not pull credit reports or credit scores on individual employees or otherwise assess their credit risk.
Payactiv does not report information concerning Payactiv EWA Transactions to consumer reporting agencies.

Payactiv does not engage in debt collection activities related to Payactiv EWA Transactions or place such amounts as debt with, or
sell such amounts to, any third party.



Takeway #1: Proactive engagement with regulators
in “empty spaces” of fintech regulation can pay big
dividends

* Corporate customers were concerned about “empty space” risk

* PayActiv changed how its product worked to gain CFPB no-action
relief

e Tweaked fee structure

Payactiv is the unquestioned compliance gold standard in earned wage access

° Th at a | Iowed it to C | a i m t h at its (EWA). On December 30, 2020, Payactiv became the only EWA provider to receive

a formal from the Consumer Financial Protection Bureau (CFPB) confirming

p rOd u Ct iS ”C F P B A p p rove d ” : that its EWA program is a non-credit product exempt from the federal Truth in Lending Act

(TILA) and Regulation Z lending requirements.

The CFPB's Approval Order only applies to Payactiv—and Payactiv is the only EWA
providerto have achieved such an order. In its Approval Order to Payactiv, the CFPB
makes several key findings supporting its conclusion that Payactiv's EWA Programs do not

involve credit:
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Takeway #2--Don’t do anything stupid like claiming
that your product is “CFPB Approved”

CFPB Rescinds Special Regulatory Treatment for

Consumer Financial Protection Bureau Issues an .
Payactiv

Approval Order to Facilitate Employee Access to
. Termination Follows Request by Company in Order to Change its
Earned but Unpaid Wages Product

DEC 30, 2020 ’ JUN 30, 2022

The informed Payactiv on June 3, 2022, that it was considering terminating the
pproval order in light of certain public statements the company made wrongly suggesting
B endorsement of its products. On June 21, 2022, Payactiv notified the CFPB that it
was planning ity its earned wage access product fee model. The
order only applies to the company'’s existing products and any changes to the product fee
model would require modification to the order. Payactiv instead requested termination of
the order so it could make fee model changes quickly and flexibly.
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ARTMENT

DFPE Z'l”\ﬁﬂé?;f’o”f;m'o” About File a Complaint Licensee
California Consumer Financial Protection Law

Protecting consumers, fostering innovation

R e C e n t Sta t e Here at the California Department of Financial Protection and Innovation (DFPI), we care about the

communities we serve. Consumers turn to us to help them make decisions about financial products and
services and licensees trust us to help them stay up to date on the law.

Law
Developments

The California Consumer Financial Protection Law (CCFPL) empowers the DFPI to protect California
consumers from pandemic-inspired scams, promote innovation, clarify regulatory hurdles for emerging
products and increase education and outreach for vulnerable groups.

The new law embodies Governor Gavin Newsom’s plan to modernize and revamp the former Department
of Business Oversight (DBO) with the added staff and authority necessary to cement its position as a
premier financial regulator and national model for consumer protection. The law was enacted in AB 1864 by
Assemblywoman Monique Limén, D-Santa Barbara.

GIBSON DUNN PAERS | PRACTICES | COUID9 ResOuCes  NsionTs ¢ “We have already seen an increase in predatory financial lending and scams as the most vulnerable in our
state try to weather the economic downturn induced by the COVID-19 pandemic,” DFPI Commissioner
Manuel P. Alvarez said. “This legislation will allow us to increase consumer protections without imposing

octaber13, 2020 undue burdens on honest and fair operators.”

e “In addition, it will help us cultivate financial innovation, and allow the department to track and regulate
e e emerging financial products so we can serve consumers and licensees in a more meaningful and efficient
of Financial Protecti d Innovation (DFPI). the Consumer Financial Protection Bureau (CFPB) provisions in the Dodd-Frank Act, the "

CCFPLaims protections by expanding the reg ity of the DFP and promoting access to responsible and affordable way.

credit. The substantive provisions of the CCFPL go into effect on January 1, 2021.

The effects of the CCFPL will b felt most immediately by certain nonbank financial companies - for example, payday lenders and student loan servicers -

as well as affiliated “service providers” to financial companies, because of statutory exclusions for regulated banks and many other current DBO nonbank . .
o T4 0 C s D sty e e s e o e s The CCFPL gives the Department expanded authority and resources to:
jurisdiction, and it includes new provisions relating to unfair, jve acts and practi authority (UDAAP) over statutorily

covered persons and service providers. The DFPI will also have the authority to bring civil actions under the Dodd-Frank Act’s consumer protection . . .

provisions against al state-icensed banks and nonbank financial companies. As a result financial institutions doing business in Califori facinga e Restore financial protections that have been scaled back at the federal level.

potentially powerful and reinvigorated regulatory authority.

| Jurisdicti e Protect consumers from predatory businesses, without imposing undue burdens on honest and fair
. Jurisdiction

The CCFPL grants authority to the DFPI to regulate the offering and provision of consumer financial products or services under California's consumer opera tors.
financiallaws, to exercise ffornia’ financiallaws, and, to the extent permissible
under federal consumer i financial laws as well (2

e Spurinnovation in financial services by clarifying regulatory expectations for emerging products and

The CCFPL definition of “consumer financial products and services” closely parallels the broad definition in Title X of the Dodd-Frank Act and its .
i ons; 3] these product or service that is delivered, offered, or provided for use by consumers primarily for services.

personal, family, or household purposes.[4] ition also include ing the offer or sale of a franchise in California on behalf of another.[5] Similar

to the authority granted to the CFPB under the Dodd-Frank Act, the DFPI will i financial product or ° 1 H H 1 - 1 1 H

service when the financial product or service () is entered into or witha purpose financiallaw o (i) will Extend state OVEI’SIght to Important financial-services prowders not currently SUbJECt to state

likelv have 2 material imnact an cancimers.in each cace subiact to cartain excention 161

supervision.

e Increase public outreach and education, especially for vulnerable populations.

What does this mean for consumers?



January 24,2020

California DBO Challenging Transactions as
Disguised Loans

in LinkedIn £ Facebook <[> Embed

Recent State

Law
Developments

DBO Denies Lending License Sought by Unregulated Point-of-Sale
Financer and Issues Related Legal Opinion

Dec 30, 2019

Download this press release (PDF)

point-of-sale lender Sezzle, Inc., to make loans under the California Financing Law (CFL) after determining

Sezzle is one of a number of companies now offering unregulated, point-of-sale financing to Californians.
In the related interpretive opinion, the DBO concludes that point-of-sale financing transactions may be
deemed loans when:

e The consumer, merchant, and third-party financer treat the transactions like loans, despite
contradictory language in the applicable contracts;
e The relationship between merchant and third-party financer is extensive;

e The role of the third-party financer and all financing terms are not clearly disclosed to the consumer;
and

e The financing transaction is not otherwise regulated.



Recent State

Law
Developments

November 24,2020

Consent Order Confirms California MCA

Enforcement Campaign

On November 12, 2020, the California Department of Financial Protection
and Innovation (DFPI) (until recently called the Department of Business
Oversight) entered into a consent order with Allup Finance LLC (Allup)
finding that Allup’s merchant cash advance (MCA) product was a disguised
usurious loan offered without obtaining a license under California’s “catchall”
lender licensing law, the California Financing Law (CFL). The order requires
Allup to cease lending in California until properly licensed under the CFL and
to refund “fees or payments collected from California-based customers . . .
that were in excess of the 10 percent usurious cap under the California

»

Constitution . . . .

What Happened

As we have warned, most recently here, DFPI has been investigating certain
MCA providers for possible violations of California’s licensing and usury
laws, with particular focus on transactions calling for remittance of future
receivables through fixed daily ACH debits without meaningful “true-ups.”
This consent order sheds considerable light on DFPT’s thinking, including
setting forth its understanding of the law in recitals.

According to the order, Allup’s MCA agreements provide that Allup is
purchasing the merchant’s future receivables “in exchange for the expected
equivalent amount of cash up front, plus fees and interest,” on a nonrecourse
basis. Remittances are made by fixed ACH debits, and returned ACHs trigger
nonsufficient funds (NSF) fees. If a merchant incurs three or more NSF fees,
this constitutes an event of “default,” permitting the exercise of extensive
remedies including “enter[ing] into the merchant’s business and seiz[ing] all

assets—without so much as notice to the merchant.”
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CA DFPIl and EWA
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CLIENT ALERT

A Sign of Things to Come: The California DFPI Exercises
Its New Authority in Regulating Earned Wage Access
Products

01 Feb 2021

Keep up with the latest legal and industry insights, news, and events from MoFo

The law creating a new California mini-CFPB took effect on January 1, 2021,
and a few weeks later, the California Department of Financial Protection and
Innovation (DFPI) entered into “first-of-their kind” memoranda of
understanding (MOUs), by which the DFPI will regulate earned wage access
(EWA) products offered by five companies in California. These MOUs follow
the CFPB’s issuance of an advisory opinion for EWA products, but they go
much further in imposing pricing limitations and reporting and examination
obligations for products that the DFPI gained authority to regulate under the
new California Consumer Financial Protection Law (CCFPL). These MOUs,
along with the CFPB’s advisory opinion, signal creation of regulatory
guardrails for previously unregulated products. They also reflect the DFPI's
continued focus on capping interest rates for financial products offered in
California.

Nancy R. Thomas
Partner

MENU =
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California DFPI
and PayActiv

“Nothing in this Memorandum shall prevent the
Department from asserting at any time in the
future that the EWA product offered by
Company to California consumers requires
licensure or registration with the Department
under any law under the Department’s
jurisdiction. Nothing in this Memorandum shall
be interpreted as the Department’s approval of
Company’s business model or conclusion that
the model complies with state or federal law.
Nothing in this Memorandum shall be
interpreted to restrict the Department from
asserting any provision of law including the
CCFPL. “

Payactiv Agreement with California DFPI
Establishes Best-Practices in Employer-Based
Earned Wage Access

SAN JOSE, Calif., December 30, 2020 -The California Department of Financial Protection and
Innovation (DFPI) today entered into a Memorandum of Understanding (MOU) with Payactiv
that establishes industry-best practices and enables the Department to understand the
benefits that Payactiv's market-leading earned wage access (EWA) solution offers to
California consumers.

The Payactiv MOU acknowledges Payactiv's Approval Order from the federal Consumer
Financial Protection Bureau (CFPB), which confirms that Payactiv's deduction-based EWA
programs do not rely on debt and do not constitute “credit” as defined under federal lending

laws.

The MOU incorporates Payactiv's consumer protection guardrails—including its industry-low
cost, accessible balance limits, and program fee caps—and will give the DFPI data
demonstrating Payactiv’s positive impacts on California workers. The MOU is one of several
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CA DFPI MOU with PayActiv

* “OnlJanuary 1, 2021, the California Consumer Financial Protection Law (CCFPL), Financial Code section 90000, et seq. became
effective. The CCFPL provides the Department with authority to regulate and investigate certain consumer financial providers such
as the Company. Company offers a consumer financial product or service through its on-demand pay product as defined in the

CCFPL and thus'is a "covered person" as defined in Financial Code section 90005(f).”

* “The Department acknowledges that Company has been and intends to continue doing business in the State of California. The
Department desires to obtain regular reports concerning Company's business activities in California to allow it to evaluate the
benefits and risks, if any, that Company and the EWA product pose to California consumers, whether the Company's EWA product
is a loan, and whether the product subjects Company to the California Financing Law or any other provision of California law.”

* “Beginning on April 1, 2021, Company agrees to provide the following information and data to the Department, to the extent such
data exists, is available to Company, and the Company is not restricted from disclosing it, relating to the previous calendar quarter,
on a quarterly and confidential basis and in a form and manner reasonably acceptable to the Department including, as

applicable:.....”

* “Company agrees to the following best practices with regard to its EWA product:

a. Company shall not make the offering of its financial products, either in the amount of EWA offered or suite of products offered, contingent
on any tips the consumer choses to make or does not make.

Comply with the TILA, if applicable.

In accordance with EFTA, the CCFPL and applicable law, disclose all electronic fund transfers, deductions, fees and charges on a per
transaction basis before the consumer authorizes the transaction.

d. Limit cost of EWA in a one week pay period to $3 and in a two week or bi-monthly pay period to $5.

Disclose any other potential fees that may be assessed to consumers to the consumer before advancing the funds, regardless of whether
such fees are a condition of accessing the EWA payment.

f. If applicable, notify consumer before EWA is offered, that in the event of lack of adequate funds to repay the EWA in the consumer’s
account at the time of repayment, consumer's financial institution may assess the consumer overdraft charge(s).

g. The funds paid to the consumer shall not be greater than 60% of the consumer's gross pay as reported to Company. “



Surprise!!l Earnin sighed one too..

Company agrees to the following best practices with regard to its advance pay product:

a.

If consumer “tips” are part of the advance pay model, that company shall not make the offering of its
financial products, either in the amount of advance pay offered or suite of products offered, contingent
on any tips the consumer chooses to make or does not make.

Comply with the TILA, if applicable.

Disclose the APR, if any, calculated pursuant to TILA methodology, on the advance pay to the consumer
before advancing the funds.

Limiting APR calculated pursuant to TILA methodology to 36% on the advance of funds.

Disclose any potential fees that may be assessed to consumers to the consumer before advancing the
funds, regardless of whether such fees are a condition of accessing the advance pay.

Disclose to the consumer before the advance pay is offered, that in the event of lack of adequate funds to
repay the advance in the consumer’s account at the time of repayment, consumer’s financial institution
may assess the consumer overdraft charge(s).

The funds advanced to the consumer shall not be greater than the consumer’s next anticipated paycheck.
h. Allow consumer to delay EFT transfer up to 30 days for repayment to Company.



Takeway

* Proactive engagement with regulators in “empty spaces” of fintech
regulation can pay big dividends:

* PayActiv wanted to be registered and regulated, but not as a “lender.”
* CFPB letter strengthened its hand in discussions with the DFPI:

e “The California Department of Financial Protection and Innovation (DFPI)
today entered into a Memorandum of Understanding (MOU) with Payactiv
that establishes industry-best practices and enables the Department to
understand the benefits that Payactiv’s market-leading earned wage access
(EWA) solution offers to California consumers.”

* Prediction: formal regulation by DFPI some day soon but minimal impact
e (BUT: Don’t tick off your regulator by over-selling regulatory action)



New Entrant Gusto Makes EWA Part of Payroll

Service

\\;

Available balance

$500.00

Start Cashout

How Cashout works >

Cashout FAQs >
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Get the right tools and services
for your business and your team.

This isn't an easy time to run a business, but we're here to help.

¢ % K @ @ W

Full-service Medical,
payroll dental, vision experts tracking

Certified HR Time Hiring and
onboarding

z :

finance tools

Access to cash when they

need oSt

Available within the Gusto Wallet app, Gusto Cashout
gives employees access to money between paydays. It's
repaid automatically from their paycheck. No fees. No
interest.

«  Free for your employees. Free for you.

»  Smart limits to help protect employees.

- Doesn't affect your books or your payroll.

«  Funds available instantly with a Gusto debit card.
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Using Product Structure as Competitive Tool?

Available balance

$500.00

Start Cashout

How Cashout works >

Cashout FAQs >

Get the right tools and services
for your business and your team.

This isn't an easy time to run a business, but we're here to help.

% K ® @ ¥

finance tools

Access to cash when they

need oSt

Available within the Gusto Wallet app, Gusto Cashout
gives employees access to money between paydays. It's
repaid automatically from their paycheck. No fees. No
interest.

«  Free for your employees. Free for you.
»  Smart limits to help protect employees.
- Doesn't affect your books or your payroll.

«  Funds available instantly with a Gusto debit card.
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What if | Call My Free EWA Product a Loan?

ornia Department of

Californ
( ;.GOV Financial Protection & Innovation

A  Securities & Franchise Search FAQs  Help

Home / License Search

License Details

License Number:
License Status:

Status Effective Date:
Licensee Name:
Organization DBA:
Originally Licensed Date:
License Type:

Address:

Public Actions:

60DBO-113296

Active

08/21/2020

ZenPayroll, Inc.

Surrendered license; Gusto;
08/21/2020

California Finance Lender (Main) [CFL]
525 20TH STREET

SAN FRANCISCO, California 94107
No

e Gusto thought that by

structuring its product as
a loan and registering as
a lender, but not charging
interest, it could deal
with required disclosures
easily and gain an
advantage over “empty”
space competitors
Recent EWA
developments cast doubt
on that strategy
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EWA GLOBAL EMPLOYER-SPONSORED EARNED WAGE ACCESS COMPANIES

TARGET CUSTOMERS

Expands
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Notes

Employer decides whether to pay the full fee, subsidize for employees, or flow full fee directly to employees
. Small Business: < 100 employees, Mid-size Enterprise: 100-1000 employees, Large Enterprise: > 1000 employees
. DailyPay charges a fee per transfer; Even charges a weekly subscription fee; Finfit charges employees per transfer and monthly fees to employers
. Ceridian On Demand Pay is a part of the broader Ceridian HCM offering to its clients; Gusto Cash Out is a part of its broader Payroll offering
. Salary Finance offers loans: early wage access; Symmetrical’s target customer is an assumption
. Kyvu, an India-based company, was raising a funding round for earned wage access in the US and emerging markets
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Other Fintech Solutions: Dave, Chime, Current

Clair, Brigit

Access to cash when they
need it most.

I can advance you up to $100 from
your next paycheck

Available within the Gusto Wallet app, Gusto Cashout
gives employees access to money between paydays. It's
repaid automatically from their paycheck. No fees. No
interest.

&

Available balance.

$500.00

Need help covering a
bill?

Get a small advance on your next paycheck and then pay
Dave back when it arrives. No interest. No credit check.

« Free for your employees. Free for you.

= Smart limits to help protect employees.

How Cashout works. >

- Doesn't affect your books or your payroll.
Cashout FAGS >

«  Funds available instantly with a Gusto debit card.

C\\'\me
Monday Tuesday Wednesday Thursday Friday
Get your paycheck
Fee-free Overdraft @ Y pay
Traditional banks took $11 Billion i draft fees i $26.84 at Arco Gas. Because your Spending Balance I H
rconal banks ok 1 Blen i overdaf fss b e L s early ~| chimé | — Your
2019.7 At Chime, we do things differently. We will balance is -11.81 V‘SA d ay coworker’s
allow you to overdraw up to $100" on debit card ™ s Set up Direct Deposit and receive your paycheck up - pay payday
. o e X
purchases without charging a fee. °/ to 2 days earlier than your co-workers!? / \

R/

SpotMe won't cover non-debit card purchases, including ATM withdrawals, ACH transfers, Pay Friends transfers,
o Chime Checkbook transactions.
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Liguidity Feature Now Table Stakes for
Challenger Banks—e.g., #a@ Current

O
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GET PAID FASTER
Up to 2 days with direct deposit

FREE OVERDRAFT
Up to $S100 with Overdrive™

NO HIDDEN FEES OR MINIMUM BALANCE
Spend your money your way

EARN POINTS, GET CASH BACK
Get up to 15x points when you swipe your card

55,000 FREE ATMS
Withdraw cash worldwide for free

INSTANT GAS HOLD REFUNDS
Funds immediately credited to your account

o, r
/70
o

MONEY MANAGEMENT
Instant spending notifications, insights and more

SAVINGS PODS
Automatically put aside money for specific purchases

CASH DEPOSITS
Deposit cash instantly at 60,000 stores

MOBILE CHECK DEPOSIT
Deposit checks easily using your phone’s camera

CURRENT PAY
Instantly send or receive money for free

24/7 MEMBER SUPPORT
Support available 24 hours a day, 365 days a year
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All of These Solutions Have Similar Issues But

Each Has a Slightly Different Business Model

* Dave and Earnin’ Use Tip Model

* Dave Conditions Size of Advance on Direct Deposit
 Clair Requires EWA Users to get Salary on Clair Card

* Chime Provides No Fee $S100 Overdrafts to DD Customers
* Brigit Follows a Subscription Model

* Look for the Source of Revenue...interchange? Instant ACH fees?
Subscription?
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Other Fintech Solutions: Brigit




Brigit

n brigit Our story Our Impact FAQ Login

August
nt $148.00 more

ye S e
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Eorned

SZP:;‘OO $500.00

Get your finances on track.

Join 1 million members who get up to $250, budget, and save smarter with Brigit. Only takes 2-

over time
hat you

spending

You've spent 46% of W

) ) . t last month
minutes. No credit check. No interest. spen
- ! ‘ ‘ ‘
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125,000+ ratings on Apple and Google Play Jun Jul Aug
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Earnings OVeT T 230,00
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Welcome to
the Bngit
team, Fara!

Fara Remtulla
COO0

"Brigit is on a journey to truly transform people’s
lives and | genuinely believe it will. The work to get
there is meaningful and for me, brings a purpose to
work that motivates me. I've been in banking for my

whole career and have seen the disparities first
hand, so it's really rewarding to be able to help be
part of the solution."

Guest Speaker—Fara Remtulla, COO of Brigit

Fara Remtulla is the COO of Brigit. She is a financial services practitioner with exceptional
digital, strategy and customer experience skills teamed with a solid analytical tool kit. She
has global experience with top tier institutions across North America and the Middle East,
in Corporate, Investment and Retail Banking and a track record of execution and delivery in
new market entry, acquisitions and divestitures, and business development.
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Search

Advances

How to qualify, delivery, amount, auto-
advances, requests & more

Repayment

Automatic withdrawal, early payments,
extensions & more

Deposits or Income

Adding deposits or income, changing pay
schedule, amount, verification & more

Bank Account

Setting up debit card, trouble connecting to
bank, bank updates

General Info

About Us, E-mail, phone, PIN, Referrals & more

Privacy and Security
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e Qur values

* We're dedicated to just one thing: Your financial wellness. So we make sure
we always meet three key standards.

e Easy to use. Finance is complicated enough. Our products are designed
to not only be fast and simple, but actually reduce stress.

* Transparent. When it comes to finances, nobody likes surprises. With
Brigit, there are no hidden costs, ever. Ever.

* Fair. That means putting the success of our members first. You’ll never
be penalized for needing more help — or needing it ASAP.
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We built Brigit for you.

Americans like you can spend up to $825 a year on overdraft fees alone — that’s $825
that could be spent on rent, groceries, or saving for the future. Yet these fees always
come at the worst time. You need cash to fix a flat tire. Your daughter gets sick and needs
to see a doctor. The holidays are coming up and you want to do something special.

That’s where we come in. With products that are both simple to use and radically
transparent, we help you relieve stress today, start saving for tomorrow, and permanently
transform your financial future.

We wanted to start with one of the most stressful financial topics: How to bridge a short

term gap, without having to pay unreasonable fees. Banks and lenders win when you lose,
when all of a sudden you need extra cash. We don’t think that’s right. With personalized

tools and alerts, we help you make smart decisions to keep your balance positive. And if
you still need cash to cover a gap, you get it at no added cost — plus the flexibility to pay
it back when you can. 120



How does Brigit work?

e Quinn
(2]

4 days ago - Updated

Brigit is a financial health app that links up to your checking account and runs in the background to
help you budget better, keep tabs on bills, find side gigs, and get up to $250 when you need it.

To use Brigit, all you need is a smartphone and a bank account:

1. Share details about your bank

2. Brigit runs in the background and looks at your transactions to provide updates on upcoming
bills, whether you'll have enough to cover them, and sends you money if you need it

3. Use features like side-gigs to find ways to earn extra money on the side

Brigit

4. Upgrade to the Plus plan for access to our cash advance product and a host of other services to
help get your finances on track

L]
O V < r V I < W 5. Enjoy peace of mind and focus on the things you care about!

Who can use Brigit?

q, =
(2]

1month ago - Updated

Brigit is available to U.S residents 18 years or older.

An active bank account is required to use some of our features, such as Brigit Finance Helper, while a
recurring deposit is required to qualify for Brigit Instant Cash.

No credit score required!
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How much does Brigit cost?

@
(2]

4 days ago - Updated

The Brigit app is free to use and includes budgeting and account monitoring tools to help your
finances on track.

If you'd like to access more features you can upgrade to our Plus plan for just $9.99 per month. There
are no additional fees.

What does the Plus plan include?

For $9.99 per month, you'll have access to all of Brigit's Plus features including:
¢ Finance Helper - Get practical information on your past, current and future financial outcomes.
¢ Instant Cash -If you qualify, access interest-free advances with no credit check.
° (]
¢ Instant Transfers - Other companies will charge you extra just for faster delivery of funds. We
believe no one should have to pay more for faster access, so this is included in your membership
at no extra cost

¢ Flexible Repayment - Whether you need to extend your due date for more time or want to repay
early, we'll work around your schedule at no extra charge

e Earn Extra - We are here to help you find extra opportunities to increase your income and
hopefully save a little extra for the future

Why the $9.99 a month fee?

The $9.99 covers all the costs associated with Brigit. We know it's hard to keep track of every little fee
so we don't nickel and dime you.
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More on
Brigit

Bank Account Requirements

g "

@ 3 nmonthsago - Updated

To qualify for Brigit Instant Cash, your checking account must meet the following criteria:

Checking account with sufficient activity:

e Adding your primary checking account and using it daily helps us accurately predict your
spending and earning patterns.

¢ Using your account every day for a couple of weeks should satisfy the requirement.
Checking account has at least 60 days of activity:

e If you just opened your account, wait until your account is 60 days old.

¢ If your account has been open for over 60 days, please wait one business day, and if the
requirement is still not met, reach out to us.

Balance is greater than $0:

¢ We've found that members with less than $0 in their bank account have trouble using our service
to maximize their financial health.

¢ If your balance is above $0, please hold tight until we receive updates from your bank to meet
this requirement.

You have a cash cushion in your account at the end of day you receive your paycheck:

¢ We require a minimum average end-of-day balance on days you receive your paycheck to
make sure that you can repay Brigit on time.

You have a cash cushion in your account the day after you receive your paycheck:

e We require a minimum average balance the first day after previous days you receive your
paycheck to make sure that you can repay Brigit on time.
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Deposit or Income Requirements:

To qualify for Brigit Instant Cash you must have at least three recurring deposits from the same

M O re O I I employer or deposit source.

Please note:

° °
e ATM deposits, paper checks, cash transfers, or paychecks with irregular pay schedules do
r I g I not qualify at this time.

For live support join us on chat M-Thur 11AM-3PM EDT at www.hellobrigit.com/faq
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Brigit Score
g M

@ 5 daysago - Updated

What is my Brigit score?
Brigit looks at your account information and calculates a Brigit score from 0-100.

M O I e O I I The score is used to determine whether you qualify for Brigit Instant Cash.

Brigit calculates this score by looking at your account data across three categories: Bank Account
Health, Spending Behavior, and Earnings Profile.

[ ] [}
B I I g I I What score do | need to qualify for Brigit Instant Cash?

The Brigit app will tell you the minimum score you will need to qualify. Scores can range from 40
to 100.

How is my score calculated?

Brigit calculates this score by looking at your account data across three categories: Bank Account
Health, Spending Behavior, and Earnings Profile.
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More on

Brigit

How is my score calculated?

Brigit calculates this score by looking at your account data across three categories: Bank Account
Health, Spending Behavior, and Earnings Profile.

Bank Account Health: This score factor primarily reflects:

1. Balance status and fees: Your average balance over time and the number of bank fees you've
been charged.

2. Account activity: How long your bank account has been active and how often you use your
account.

Earnings Profile: This score factor is made up of two main contributing general attributes:

1. Monthly recurring deposits: Deposit amount from the same employer or another deposit
source.

2. Deposit history: Deposit size and number of recurring deposits in your account.
Spending Behavior: This score factor primarily reflects:

1. Budgeting habits: How much you spend vs earn each month.

2. Bill payment history: How often you make routine bill payments.

How can | improve my score?

Click on your scorecard on the homepage of the app to see how you can improve.

How often does my score change?

Brigit is always working in the background to keep your account safe. We recalculate your Brigit score
every time we get an update from your bank. This usually takes place twice a day.
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What are Auto Advances?

g e

@ 5 monthsago - Updated

Automatic Advances are a feature of Brigit Plus that will automatically make sure you're covered if
you're at risk of an overdraft. We know when to send you cash by looking at your balance and spending
patterns to predict if you'll be at risk of an overdraft in the near future.

Please note:

° °
B r I g I t ¢ You need to qualify for instant cash

* You always have the option to turn off auto advances

You can still choose to manually request an advance if you have auto advances enabled
e You can only have one advance outstanding at a time
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Can | change my due date?

@) 38 nmonthsago - Updated

Yes you can! We give you one extension credit when you sign up that allows you to push back your

M O re O I I repayment date to a later time.

If you'd like to extend your due date you must extend your auto repayment date by 3:00 PM EST one
business day before your advance is due. Otherwise, it will be too late to extend the due date.

° °
B r I g I t To extend your due date:

e Advances tab
e Click "Extend repayment”

e Select a date that works for you

You can earn 1 extension for every 2 consecutive advances you pay back on your original repayment
date. You can bank up to 3 extension credits at a time.
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Helped

1,000,000+

people break free of financial stress, unfair fees, and worsening credit scores

Brigit Impact

Since we launched, we've:

Saved our members from

$250 million

in fees - an average of $500+ per person.

Served members in

50 states

from Uber drivers to Walmart cashiers, veterans to Amazon warehouse workers.
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FinTech Analysis in a Nutshell

Business Public Policy Law & Regulation

Business Economic & Legal &

Model » Social Impact » Regulatory
Analysis Analysis AEISE
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The Business Model Canvas

1A: Canvas

1B: Supplements

Key Product Insights
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e

Customer Segment
Product Function
Product Value Prop
Pricing Structure

Who else pays/subsidizes?

Use of Banking Rails

Product Structure & Behavior

Data/Al

/ Drivers

a We’'ll Use Only One Supplementary Tool

1C: Risks

Financial Services Risks:

Credit risk

Market risk
Operational risk
Liquidity (Funding) risk
Reputational risk

Legal, regulatory & political

risk
Data/Al risk
Systemic risk

\
\ Identify Key
/ Financial
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Key Product Level Insights

» Customer Segment * Who Pays/Subsidizes

. * Use of Banking Rails
* Product Function

* Product Structure & Behavior

* Product Value Prop
* Data/Al

* Pricing Structure




Brigit Risk Canvas

* Credit risk. ...

* Market risk. ...

* Operational risk. ...

* Liquidity (Funding) risk. ...

* Reputational risk. ...

* Legal, regulatory and political risk. ...
* Data Management/Al Risk. ...

e Systemic risk. ...
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Policy Screens
for Consumer
FinTech

Utility/Scalability

e Utility: Cost/Avoidance vs. Alternatives
e Delivery at Scale Possible?

Inclusivity/Exclusivity

e Wealth/Income/Race/Ethnicity/Sex/Disability

Alignment Analysis

*The incentives imbedded in a fintech business and/or product
model and consumer interests

Data Utilization

e Source/Privacy/Control

Systemic Impact
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Assess How Many Ways Brigit is Regulated Directly

and Indirectly?

U.S. Financial Regulatory Structure, 2016

Regulators ! State regulators !
of
F FDIC ocC NCUA Banking | |Insurance iti NFA
Resem
System

.t
Y
---
.
.

Bureau of Consumer Financial Protection
CFTC Commodity Futures Trading Commission
FDIC Federal Deposit Insurance Corporation

»
st

Nondepository Investment , FHFA  Federal Housing Finance Agency
entities that or other companies, ffaercl;:l'e nae Financial FINRA Financial Industry Regulatory Authority
Depository Insurance offer securities and investment o Fataral market utilities| FTC Federal Trade Commission
institutions companies consumer derivatives advisers, Foria Liran and other MSRB Municipal Securities Rulemaking Board
financial markets or muncipal Bank infrastructures | NCUA National Credit Union Administration
products or intermediaries advisors anks NFA  National Futures Association

OCC Office of the Comptroller of the Currency
SEC  Securities and Exchange Commission

services

Regulated entities

Financial Stability Oversight

Safety and soundness oversight === ====-= Insurance oversight Council member agency
wwosnness Consumer financial protection oversight - - - - - - Housing finance oversight
Securities and derivatives markets oversight Consolidated supervision or systemic risk-related oversight

Source: GAO. | GAO-16-175

Note: This figure depicts the primary regulators in the U.S. financial regulatory structure, as well as their primary oversight responsibilities. “Regulators”
generally refers to entities that have rulemaking, supervisory, and enforcement authorities over financial institutions or entities. There are additional
agencies involved in regulating the financial markets and there may be other possible regulatory connections than those depicted in this figure.
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e Bank Holding
Company/Volker

Banking ¢ Bank Service Provider Does fintech’s provision or use of
. Oversight banking services bring regulation? If so,
RegUIatlon * Use of Partner Bank for how and from what agency?

Lending, Deposits or
Payments

e |s it a Security?
e Registrable or Exempt

Securities or * Broker Dealer, Investment Does fintech create, or facilitate holding
Commodities Company, Exchange or trading in, securities or commodities

H * Is it a Commodities derivatives? If so, how?
* Fed Regulatlon Derivative?

e Commodities Exchange

* OCC
[ ]
FDIC State e Lender Licensing
* State N e Usury Are fintech’s products or activities
Activities * Money subject to specific state financial and
. Transmission consumer protection laws?

. SEC Regulation  [Reeees
* CFTC
* State o TILA, ECOA.

FEderaI EFTA, FCRA Are fintech’s products/activities
ACtIVItIES * Eiﬁéﬁ:/\m - subject to specific federal financial
i ¢ and consumer protection laws?
. State Regulation p

- CFPB
« FTC



|dentify and Assess Laws Applicable to Brigit

Federal Laws State Laws
°* X * X
°* X * X

°* X * X
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Appendix



US Regulatory Responses



State Regulatory Structure

As federal policy makers work toward a national payday lending policy, here is a summary of state payday lending laws,
including loan usage rates. Note that these summaries should be used for general informational purposes only.

S

Allow single-repayment loans with APRs of Have payday loan storefronts, but Have no payday loan storefi
391 percent or higher. maintain more exacting requirements,

such as lower limits on fees or loan usage,

or longer repayment periods.

4 Roll over the map to see each state’s usage
Click a state for more information.
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—s— U.S. Payday Interest Rates
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CFPB Data Point:
Payday Lending

CFPB Research
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Used by between 10 and 12 million Americans annually,
payday loans are typically a few hundred dollars and due in
two weeks, or on the borrower’s next payday

Payday loans’ annualized interest rates are often as high as
400%, and because many borrowers cannot repay their debts
quickly, the loans are rolled over — taking out a new loan to
repay an old one — incurring more fees

The loans are already effectively banned in 15 states and DC

The new rule brings tougher oversight to the $38.5 billion
industry that was previously governed by states, limiting how
often and how much consumers can borrow — lenders will be
allowed to make a single loan of up to $500, but only to
borrowers with no other outstanding payday loans

The rule will also cover auto-title loans, deposit-advance
products offered by banks and longer-term loans with large
one-time payments known as “balloon payments,” but excludes
most types of consumer loans of over 45 days

p /e | | RIS - S LN Epey '\ RSNy - DIV B SRpEeen K 5% RPI. RN

The rule’s impact

Lenders believe the rule will wipe
out the market for short-term
payday loans

While payday lenders argue they
provide lifelines to poor and working
class Americans, critics say they prey
on the vulnerable by charging
exorbitantly high rates and fees

The new restrictions further pit the
CFPB against Congress and
President Trump, who has made
rolling back business regulations a
centerpiece of his agenda

CFPB Director Richard Cordray, an
Obama appointee, is pushing to
complete new rules before his term
ends next year

CFPB Payday Rule as Initially Adopted
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CFPB Payday Rule as Initially Adopted

* Full-payment test: Lenders are required to determine whether the borrower can afford the loan payments and
still meet basic living expenses and major financial obligations.

* For payday and auto title loans that are due in one lump sum, full payment means being able to afford to pay
the total loan amount, plus fees and finance charges within two weeks or a month. For longer-term loans with
a balloon payment, full payment means being able to afford the payments in the month with the highest total
payments on the loan.

e The rule also caps the number of loans that can be made in quick succession at three.

* Principal-payoff option for certain short-term loans: Consumers may take out a short-term loan of up to $S500
without the full-payment test if it is structured to allow the borrower to get out of debt more gradually. Under
this option, consumers may take out one loan that meets the restrictions and pay it off in full.

* For those needing more time to repay, lenders may offer up to two extensions, but only if the borrower pays off
at least one-third of the original principal each time.

* To prevent debt traps, these loans cannot be offered to borrowers with recent or outstanding short-term or
balloon-payment loans. Further, lenders cannot make more than three such loans in quick succession, and
they cannot make loans under this option if the consumer has already had more than six short-term loans or

been in debt on short-term loans for more than 90 days over a rolling 12-month period.
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CFPB Payday Rule as Initially Adopted

* Less risky loan options: Loans that pose less risk to consumers do not require the full-payment test or the principal-
|oayoff option. This includes loans made by a lender who makes 2,500 or fewer covered short-term or balloon-payment
oans per year and derives no more than 10 percent of its revenue from such loans.These are usually small personal
loans made by community banks or credit unions to existing customers or members.

* |In addition, the rule does not cover loans that %enerally meet the parameters of “payday alternative loans” authorized
by the National Credit Union Administration. These are low-cost loans which cannot have a balloon payment with strict
limitations on the number of loans that can be made over six months. The rule also excludes from coverage certain no-
cost advances and advances of earned wages made under wage-advance programs offered by employers or their
business partners.

* Debit attempt cutoff: The rule also includes a debit attempt cutoff that applies to short-term loans, balloon-payment
loans, and longer-term loans with an annual percentage rate over 36 percent that includes authorization for the lender
to access the borrower’s checking or prepaid account. After two straight unsuccessful attempts, the lender cannot
debit the account again unless the lender gets a new authorization from the borrower.

* The lender must give consumers written notice before making a debit attempt at an irregular interval or amount. These
protections will give consumers a chance to dispute any unauthorized or erroneous debit attempts, and to arrange to
cover unanticipated payments that are due. This should mean fewer consumers being debited for payments they did not

authorize or anticipate, or being charged multiplying fees for returned payments and insufficient funds.
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“Revised” Payday Rule

Kelly Anne Smith Forbes Advisor Staff
Advisor Contributor Group ®

e The July 2020 amendment to the rule
rescinds the following:

Personal Finance

* Requirement for a lender to determine a
borrower’s ability to repay before making f
a covered loan;

* Underwriting requirements for making
the ability-to-repay determination; and in

* Some recordkeeping and reporting
requirements

* The CFPB Payday Rule’s provisions relating
to payment withdrawal restrictions, notice
requirements, and related recordkeeping
requirements for covered short-term loans,
covered longer-term balloon payment loans,
and covered longer-term loans were not
changed by the July final rule.
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Reversal Again?

Our commitment to protecting vulnerable
borrowers

By Dave Uejio - MAR 23, 2021

SHARE & PRINT m u m E ‘ (=)

The CFPB is acutely aware of consumer harms in the small dollar lending market, and is
particularly concerned with any lender’s business model that is dependent on consumers’
inability to repay their loans. Years of research by the CFPB found the vast majority of this
industry’s revenue came from consumers who could not afford to repay their loans, with
most short-term loans in reborrowing chains of 10 or more. One-in-five payday loans, and
one-in-three vehicle title loans, ended in default, even including periods of reborrowing.
And one-in-five vehicle title loan borrowers ended up having their car or truck seized by the
lender. That is real harm to real people.

In 2020, the prior administration issued a rule revoking parts of a 2017 CFPB rule that would
have addressed these harms. The later rule was challenged in court and the Bureau had a
legal obligation to respond to the lawsuit. Accordingly, yesterday the Bureau filed a brief
addressing only the court’s jurisdiction to hear the case. The brief does not address the
merits of the underlying rule, and the Bureau's filing should not be regarded as an
indication that the Bureau is satisfied with the status quo in this market. To the contrary, the
Bureau believes that the harms identified by the 2017 rule still exist, and will use the
authority provided by Congress to address these harms, including through vigorous market
monitoring, supervision, enforcement, and, if appropriate, rulemaking.

The Bureau continues to believe that ability to repay is an important underwriting standard.
To the extent small dollar lenders’ business models continue to rely on consumers’ inability
to repay, those practices cause harm that must be addressed by the CFPB.

CFPB poised to reinstate tough stance
on payday lenders

By KateBerry ~ March 29,2021, 12:47 p.m. EDT 5Min Read

The Consumer Financial Protection Bureau is giving its clearest signal yet that a 2020
regulation easing standards for payday lenders is in jeopardy, despite efforts already in motion

m by the industry to implement the Trump administration rule.
4}

Acting CFPB Director Dave Uejio — appointed by the Biden administration to lead the agency
following Kathy Kraninger's resignation — offered his most forceful comments to date on the

2020 rule, which eliminated underwriting requirements for small-dollar lenders.

Uejio stated in a blog post that the bureau's new leadership supports the “ability-to-repay”
standards, originally established in a previous 2017 rule that was unwound by Kraninger,

signaling that the agency will reinstate them.

But he went even further by suggesting that the CFPB plans to crack down on payday and auto

title lenders by using its enforcement authority under the Dodd-Frank Act to punish companies
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Wait, Aren’t
Overdrafts

a Form of
Credit?

Federal Reserve Release

Press Release

Release Date: May 19, 2005

For immediate release

The Federal Reserve Board on Thursday published final amendments to Regulation DD,
which implements the Truth in Savings Act, and the regulation's official staff commentary to
improve the uniformity and adequacy of information provided to consumers when they
overdraw their deposit accounts. The final amendments, in part, address a specific service
provided by many depository institutions to pay checks and allow other transactions when
there are insufficient funds in an account. This service is often referred to as "bounced-check
protection" or "courtesy overdraft protection."

Depository institutions sometimes provide overdraft services to deposit account customers
as an alternative to a traditional overdraft line of credit. To address concerns about the
marketing of this service, the final rule expands the regulation's prohibition against
misleading advertisements to cover institutions' communications with current customers
about their existing accounts. The staff commentary provides examples of advertisements
that would ordinarily be misleading.

Other revisions to Regulation DD require additional disclosures about fees and other terms
for overdraft services, including in advertisements. To assist consumers in understanding the
financial impact of overdrawing their accounts, the final rule requires institutions that
promote the payment of overdrafts in an advertisement to disclose on periodic statements
the total dollar amount imposed for overdraft fees and the total dollar amount imposed for
returned- item fees, both for the statement period and for the calendar year to date.

29582 Federal Register/Vol.

70, No. 99/ Tuesday, May 24, 2005/Rules and Regulations

Paperwork Reduction Act

This rule contains no new
information collection or recordkeeping
requirements under the Paperwork
Reduction Act of 1995 (44 U.S.C. 3501
et seq.).

List of Subjects in 9 CFR Part 77

Animal diseases, Bison, Cattle,
Reporting and recordkeeping
requirements, Transportation,
Tuberculosis.

m Accordingly, we are amending 9 CFR
part 77 as follows:

PART 77—TUBERCULOSIS

m 1. The authority citation for part 77
continues to read as follows:

Authority: 7 U.S.C. 8301-8317; 7 CFR 2.22,
2.80, and 371.4.

§77.12 [Amended]

m 2.In § 77.12, paragraph (d) is amended
by removing the words “6 months” and
adding the words ““60 days” in their
place.

§77.14 [Amended]

m 3.In § 77.14, paragraph (d) is amended
by removing the words “within 6
months” and adding the words “within
60 days” in their place.

Done in Washington, DC, this 18th day of
May 2005.
Elizabeth E. Gaston,

Acting Administrator, Animal and Plant
Health Inspection Service.

[FR Doc. 05-10308 Filed 5-23-05; 8:45 am]
BILLING CODE 3410-34-P

FEDERAL RESERVE SYSTEM
12 CFR Part 230

[Regulation DD; Docket No. R-1197]
Truth in Savings

AGENCY: Board of Governors of the
Federal Reserve System.
ACTION: Final rule.

SUMMARY: The Board is amending
Regulation DD, which implements the
Truth in Savings Act, and the staff
commentary to the regulation, to
address concerns about the uniformity
and adequacy of information provided

insufficient funds in the account. These
services are typically automated
services provided to transaction account
consumers as an alternative to a
traditional overdraft line of credit.
Among other things, the final rule
creates a new section to the regulation
that requires institutions that promote
the payment of overdrafts in an
advertisement to disclose on periodic
statements, total fees imposed for
paying overdrafts and total fees imposed
for returning items unpaid on periodic
statements, both for the statement
period and the calendar year to date,
and to include certain other disclosures
in advertisements of overdraft services.
DATES: The rule is effective July 1, 2006.
FOR FURTHER INFORMATION CONTACT:
Elizabeth A. Eurgubian, Attorney, or Ky
Tran-Trong or Krista P. DeLargy, Senior
Attorneys, Division of Consumer and
Community Affairs, Board of Governors
of the Federal Reserve System, at (202)
452-3667 or 452—2412; for users of
Telecommunications Device for the Deaf
(““TDD”’) only, contact (202) 263—4869.
SUPPLEMENTARY INFORMATION:

I. The Truth in Savings Act

The Truth in Savings Act (TISA), 12
U.S.C. 4301 et seq., is implemented by
the Board’s Regulation DD (12 CFR part
230). The purpose of the act and
regulation is to assist consumers in
comparing deposit accounts offered by
depository institutions, principally
through the disclosure of fees, the
annual percentage yield (APY), the
interest rate, and other account terms.
An official staff commentary interprets
the requirements of Regulation DD (12
CFR part 230 (Supp. I)). Credit unions
are governed by a substantially similar
regulation issued by the National Credit
Union Administration.

Under TISA and Regulation DD,
disclosures must be given upon a
consumer’s request and before an
account is opened. Institutions are not
required to provide periodic statement
but if they do, the act requires that fee
yields, and other information be
provided on the statements. Notice mu
be given to accountholders before an
adverse change in account terms occurs
and prior to the renewal of certificates
of deposit (time accounts).

TISA and Regulation DD contain rules

transaction fee is imposed, if a
minimum balance must be maintained,
or if a fee is imposed when a customer
exceeds a specified number of
transactions. In addition, the act and
regulation impose substantive
restrictions on institutions’ practices
regarding the payment of interest on
accounts and the calculation of account
balances.

1II. Concerns About Overdraft Services

Historically, depository institutions
have used their discretion on an ad hoc
basis to pay overdrafts for consumers on
transaction accounts, usually imposing
a fee. Over the years, some institutions
automated the process for considering
whether to honor overdrafts to reduce
the costs of reviewing individual items,
but generally institutions did not inform
customers of their internal policies for
determining whether an item would be
paid or returned. More recently, third-
party vendors have developed and sold
overdraft programs to institutions,
particularly to smaller institutions.
These programs generally build upon or
add to the institution’s existing internal
reporting systems to enable the
institution to automate its payment of
overdrafts. What generally
distinguishes the vendor programs from
institutions’ in-house automated
processes is the addition of marketing
plans that appear designed to promote
the generation of fee income by
disclosing to account-holders the dollar
amount that the consumer typically will
be allowed to overdraw their accounts.
Some institutions also encourage

‘aying consumers’ occasional o
fiadvertent overdrafts is a long-
established customer service provide
by depository institutions. The Board
recognized this longstanding practice
when it initially adopted Regulation Z
in 1969, to implement the Truth in
Lending Act (TILA); the regulation
provided that these transactions are
generally exempt from coverage under
Regulation Z where there is no written
agreement between the consumer and
institution to pay an overdraf;l

pose a fee. See § 226.4(c)(3). The
exemption from Regulation Z was
ed to facilitate depositor




There are Fintechs Doing High-Cost
Installment Loans with APRs above 100%

OpplLoans



Fintech OpplLoans

OppLoans Loans v  About Us Resources Blog Help

ABOUT OPPLOANS

Loan amount Min. credit score
$ . $500- $4,000 61}2\ Not specified

The money you need,

/ 21
\ & A when you need it.
A\ RS R o A APR from 5 Funds available in
7 X Tustpior 1 =) Assoon as one business
| 0l 99%-199% ]
: e ay

OppLoans rebrands, will go public
through merger with SPAC

The Chicago-based loan servicer looks to reach upmarket with a credit-card rollout this

year and a payroll deduction secured installment loan, currently in beta. )



Fintech Elevate

Making the right decision begins with
having the right options. Our borrowing
resources will suit more than your current
financial needs, but your peace of mind

too.

Select your state to see results

Money
Management

Discover ways to boost your buying power,
save on expenses, and enjoy a feeling of

financial wellness.

$500 - $5000'

mvelopes

ScoreltO Knowledge Center Financial Solutions Search

eekly, monthly, or
i-monthly*

As soon as the next bfisiness
60 - 299%**

day

Show more

L M
Mvelopes

Mvelopes is a fast and easy way to make a budget, track your
spending, and manage your finances like never before. The
Mvelopes mobile app and online tools are easy to understand
and allow you build your digital envelope budget in just 15
minutes. Mvelopes has helped thousands of customers reduce

financial stress and save millions of dollars since 2001!
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OpplLoans
and Banks

FinWise Bank is
earning at least
60% interest on
the loans it holds
made through
OppLoans

Bank Servicing

< )

Our “Powered by OppLoans” platform allows banks to offer access to credit to the millions of credit challenged consumers through our
proprietary bank servicing model.

OppLoans’ platform provides FDIC-insured, state chartered banks with an end-to-end origination solution. We bring expertise in mobile-first
customer marketing acquisition, data analytics, automated alternative data driven underwriting processes and industry-leading customer
service to help banks deliver a modern digital customer experience quickly and effectively.

Our bank partners leverage our technology platform to outsource marketing and servicing while maintaining the critical control of loan
origination, underwriting approvals, regulatory and compliance oversight management.

Through our best-in-class business practices and unrivaled customer service experience, we help banks expand access to credit by creating
and delivering the best products and experience to their customers.

Lending Partners

@ FI N w I s E @ First Electronic Bank @ CCBaﬂk

BANK
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