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Good morning, Deputy Director Gradler, Senior Program Manager Udis, Consumer Advisory
Board members, fellow panelists, and members of the public joining us today. My name is Brian
Tate, and I am the President and CEO of the Innovative Payments Association.!

The IPA represents the electronic payments sector and advocates for a range of payment
technologies, including mobile wallets, prepaid cards, P-2-P, and the vital area we are here to
discuss today: Earned Wage Access.? EWA, originally developed as a low-cost alternative to
small-dollar loans, provides a safe and affordable financial tool for Americans.

Understanding EWA

Many Americans face a fundamental financial challenge: the misalignment between when wages
are paid and when expenses are due. This timing mismatch creates a critical need for liquidity,
making dependable, affordable, and flexible options essential. One of the most impactful tools
bridging these gaps is EWA.

Simply put, EWA allows workers to access a portion of their wages after they have earned them
but before their scheduled payday. Imagine working half your pay cycle with accrued earnings,
only for an unexpected bill or emergency to arise today. EWA lets you access a portion of

those already earned funds, often instantly, via a user-friendly app, either through your

employer's payroll or as a direct-to-consumer offering.

Many EWA programs offer this access with no mandatory fees for the worker. Other models may
involve a small, optional fee, much like an ATM fee, for immediate access. These transparent
fees are a fraction of the cost of traditional credit alternatives. The CFPB’s own Data Spotlight
on EWA affirms its popularity and the significantly lower cost of EWA alternatives.

EWA is Not Credit

Exceptions created in the 2017 Payday Lending Rule and the CFPB’s 2020 Advisory Opinion
make it clear that EWA is fundamentally different from a loan or any form of credit product.

o EWA involves no underwriting or credit checks

' The IPA is a trade organization that serves as the leading voice of the electronic payments sector, including prepaid products,
mobile wallets, and person-to-person (P2P) technology for consumers, businesses and governments at all levels. The [PA's goal is
to encourage efficient use of electronic payments, cultivate financial inclusion through educating and empowering consumers,
represent the industry before legislative and regulatory bodies, and provide thought leadership. The comments made in this
testimony do not necessarily represent the position of all members of the IPA.

2 The IPA has filed numerous comment letters regarding EWA and testified before Congress (Nov. 2021) on behalf of the EWA
community.
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e It creates no debt.

o [t is made available to the worker in a non-recourse manner. Meaning, if a worker cannot
"repay" (e.g., leaves their job), they are not obligated to do so.

e Providers do not report to credit bureaus or other third parties.

The non-recourse nature and the absence of a repayment obligation fundamentally differentiate
EWA from credit. In short EWA consumers are merely accessing funds they have already
rightfully earned.

A Critical Need

The reality is that bill due dates and scheduled paydays do not always align. For many
Americans this makes managing their financial lives a day-to-day struggle. A recent Federal
Reserve study found only 63% of adults could cover a hypothetical $400 emergency. This
situation is exacerbated by two-thirds of U.S. businesses using biweekly, semimonthly, or

monthly pay periods.

These gaps create a clear need for American workers to access wages they have already earned
during financial emergencies; a need EWA products help meet. A study from Harvard, found that
EWA “costs were significantly cheaper” than payday loans.” The same study also reported that
“42% of EWA users ... no longer use alternative financial services since they started using
EWA.”

Lastly, the nature of work is changing, the gig economy is real. Research shows “pay speed is the
new loyalty program.” Eighty-five percent of gig workers say they would work more often if

they were paid faster.
Regulatory History and The Path Forward

Across different Administrations, there has been consistent understanding that EWA is distinct
from traditional credit and serves a beneficial purpose for workers: from Director Cordray’s
Payday Rule, which created exceptions for the employer based model and the direct-to-consumer
model to Director Kraninger’s 2020 Advisory Opinion, which initially put in place a safe harbor

and stated clearly that “some efforts to give consumers access to accrued wages may not be
credit at all.”

The only outlier in this consistent treatment is the CFPB’s Proposed Interpretive Rule released
last year, which sought to regulate EWA products like credit cards or mortgages. This proposal
was a clear departure from prior guidance on which EWA providers and consumers relied.

Since 2020 AO, EWA usage has increased, more providers have entered the market, and EWA
has been adopted by more employers, which has resulted in more choices for consumers. What
made this possible was guidance from the CFPB.
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What is needed now from the CFPB is a return to straight-forward guidance so the public can
have a clearer understanding of the true nature of EWA, including the benefits it provides
consumers and employers, and providers can have the flexibility to continue to innovate to help
people access their own money should the need arise.

A new Advisory Opinion from the CFPB is essential. It should acknowledge market evolution
and create an optional safe harbor for all EWA products, ensuring they are not miscategorized as
credit. This would provide crucial regulatory certainty, encourages innovation, and ensures
consumers retain access to this valuable, low-cost financial tool, consistent with Executive Order
14192.

We urge the CFPB to act swiftly in issuing such an opinion, allowing EWA to continue its vital
role in empowering American workers.

Thank you for the opportunity to present the views of the IPA, and I welcome any questions the
Board may have.
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