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You have been sued in court. If you wish to defend
against the claims set forth in the following pages, you
must take action within twenty (20) days after the
complaint and notice are served by entering a written
appearance personally or by attorney, and by filing in
writing with the court your defenses or objections to
the claims set forth against you. You are warned that if
you fail to do so the case may proceed without you and
a judgment may be entered against you by the court
without further notice for any money claimed in the
complaint or for any other claim or relief requested by
the plaintiff. You may lose money or property or other
rights important to you.

YOU SHOULD TAKE THIS PAPER TO YOUR
LAWYER AT ONCE. IF YOU DO NOT HAVE A
LAWYER OR CANNOT AFFORD ONE, GO TO OR
TELEPHONE THE OFFICE SET FORTH BELOW
TO FIND OUT WHERE YOU CAN GET LEGAL
HELP.

PHILADELPHIA BAR ASSOCIATION

Lawyer Referral and Information Service

1101 Market Street, 11 Floor

Philadelphia, Pennsylvania 19107

(215) 238-1701

Le han demandado a usted en la corte. Si usted
quiere defenderse de estas demandas expuestas en las
paginas siguentes, usted tiene veinte (20) dias de plazo
al partir de la fecha de la demanda y la notificacion.
Hace falta asentar una comparencia escrita o en
persona o con un abogao y entregar a la corte en forma
escrita sus defenses o sus objecoines a las demandas
en contra de su persona. Sea avisado que si usted no se
defiende la corte tomara medidas y puede continuar la
demandaen contra suya sin previo aviso o notificacion.
Ademas la corte puede decidira favor del demandante
y require que usted cumplacon todas las provisiones de
esta demanda. Usted puede perder dinero or sus
propriedades u otros derechos importantes para usted.

LLEVE ESTA DEMANDA A UN ABOGADO
INMEDIATAMENTE SI NO TIENE ABOGADO O
SI NO TIENE EL DINERO SUFICIENTE DE
PAGAR TAL SERVICIO, VAYA EN PERSONA O
LLAME POR TELEFONOA LA OFICINA CUYA
DIRECCION SE ENCUENTRA ESCRITA ABAJO
PARA AVERIGUAR DONDE SE PUEDE.

ASSOCIACION DE LICENCIADOS DE

FILADELFIA

Servicio De Referencia E Informacion Legal

1101 Market Street, 11" Floor

Filadelfia, Pennsylvania 19107, (215) 238-1701

Case ID: 250301441



Plaintiff Mark Cave (“Plaintiff”), individually and on behalf of all others similarly situated,
brings this action against Klover Holdings Inc. (“Defendant”):

I. NATURE OF THE ACTION

1. This action concerns a cash advance product that Defendant offers in Philadelphia.
2. Defendant charges fees to obtain compensation for offering this product.
3. These fees cost the equivalent of a loan with an annual percentage rate (“APR”) of

500%, 1,000%, or more, which makes it difficult for borrowers to pay their bills, and which greatly
increases the chance that borrowers will overdraft their bank account.

4. These charges are illegal because they greatly exceed the lawful 6% rate established
by Pennsylvania law. 41 P.S. § 201(a); 7 P.S. § 6203.A.

5. Plaintiff brings this action, on behalf of himself and the class defined below, and
seeks to recover the unlawful fees that Defendant has charged.

II. JURISDICTION AND VENUE

6. The Court has subject matter jurisdiction under 42 Pa. C.S. § 931.
7. The Court has personal jurisdiction over Defendant under 42 Pa. C.S. § 5301.
8. Venue is proper under Pa. R. Civ. P. 2179 because Defendant regularly conducts

business in this County, this is the County where a cause of action arose, and this is the County
where a transaction or occurrence took place out of which a cause of action arose.
III. PARTIES

9. Mark Cave is a person residing in Philadelphia County, Pennsylvania.

10.  Defendant is a technology company headquartered in Cook County, Illinois.

11.  Defendant is not a bank and is not licensed under any Pennsylvania statute.

12.  Defendant makes loans or advances to Pennsylvania consumers over the internet.
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IV. FACTUAL ALLEGATIONS

A. Defendant Offers A Cash Advance Product That Is Advertised As
Providing Borrowers With Instant Access To Cash

13. Defendant offers a cash advance product to Philadelphia residents over the internet
through a lending app called “Klover.”

14. This product provides borrowers with up to $200 in cash advances per pay period.

15. Defendant advertises its product as a solution to borrowers who need quick access
to cash to cover surprise expenses or pay time-sensitive obligations.

16. For example, Defendant represents that its product allows borrowers to access cash

“instantly,” within “seconds,” or “whenever [they] need it.”
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B. Defendant Expects Borrowers To Pay Money To Obtain Its Cash
Advance Product

17.  Defendant’s goal in offering Philadelphia residents cash advances, like every other
lender, is to obtain compensation for lending money.

18.  Defendant accomplishes this goal in three ways: (i) by charging an express fee to
use cash advances for their advertised and intended purpose; (ii) by requesting borrowers to pay a
“tip” charge; and (iii) by requiring borrowers to enroll in a paid monthly membership plan in order
to begin using the Klover app to obtain cash advances.

19. Defendant expects borrowers to pay its express fees, “tip” charges, and monthly
membership fees, and Defendant structured its cash advance product to ensure most borrowers pay
these charges.

i. Defendant’s Express Fee

20. Defendant ensures borrowers pay its express fee by requiring borrowers to pay this
charge to use Defendant’s cash advance product for its advertised and intended purpose—as an
instant source of cash.

21.  The cost of this charge has ranged from $1.49 and $20.78.

22.  Ifaborrower does not pay this charge, they cannot obtain the advertised version of
Defendant’s cash advance product, and they cannot use the product for its intended purpose.

23. Instead, such borrowers obtain an inferior version of Defendant’s product, which
provides access to cash days after a request is made, and which cannot be used to pay time-sensitive
obligations or cover surprise expenses.

24.  Defendant’s express fee does not cover the actual cost of providing any service, as
it costs little to nothing to advance money instantly; instead, this charge is imposed solely to obtain

compensation for lending money.
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25. Since the express fee must be paid to use cash advances for their advertised purpose,
virtually every borrower pays this charge.

26. Indeed, Pennsylvania’s Attorney General recently signed onto a letter recognizing
that the payment of express fees, “in practice, . . . may be unavoidable,” as cash advance borrowers
“often need cash quickly.” See Andrea Joy Campbell, Attorney General of Massachusetts, Letter
to Consumer Financial Protection Bureau (“CFPB”), p. 2 (Aug. 30, 2024) (attached as Exhibit A).

217. That letter also characterized the practice of soliciting express fees as “particularly
concerning.” Id.

ii. Defendant’s “Tip” Charge

28.  Defendant ensures borrowers pay its “tip” charge through deception.

29.  Defendant’s “tip” charge, just like the express fee, is solely intended to compensate
Defendant for lending money.

30. A charge that is solely intended to compensate a corporation for lending money is
commonly understood as an “interest” charge. See Interest, Black’s Law Dictionary (3d ed. 1933)
(“Interest is the compensation allowed by law or fixed by agreement by the parties for the use . . .
of money.”); Interest, Black’s Law Dictionary (7th ed. 1999) (defining “interest” as “‘compensation
fixed by agreement or allowed by law for the use . . . of money”).

31. But Defendant does not truthfully label this charge as an “interest” charge; instead,
Defendant misleadingly and falsely labels this charge as a “tip,” in a transparent attempt to mislead
borrowers into paying this charge.

32. Unlike an actual “tip,” which goes to a delivery driver, a server, or some another
hourly worker trying to make ends meet, Defendant’s “tip” compensates a large and well-funded

corporation for lending money.

Case ID: 250301441



b 13

33. Borrowers often pay Defendant’s “tip” charge because they are misled to believe
that they are helping needy persons (rather than a large, well-funded corporate lender), or because
they are misled to believe that payment is expected or necessary.

34.  Defendant’s deceptive labeling tactic works, as many borrowers agree to pay a “tip”
charge, even though the charge is allegedly voluntary. See, e.g., California Department of Financial
Protection and Innovation, 2021 Earned Wage Access Data Findings, pp. 1, 7 (2023) (attached as
Exhibit B) (finding close to 75% of borrowers pay “tips” when cash advance apps request them).

35. Pennsylvania’s Attorney General agrees that the solicitation of “tips™ is a “troubling
feature” of cash advance apps, and that this practice has a “strong tendency to mislead consumers.”
See Exhibit A, p. 2.

36.  Additionally, Pennsylvania’s Attorney General recently took action against another
cash advance provider for soliciting “tips.” See Commw. of Pa. v. Solo Funds, Inc., No. 240700170
(C.P. Phila. 2024) (attached as Exhibit C).

iii. Defendant’s Monthly Membership Fee

37.  Likeits “tip” charge, Defendant ensures borrowers pay its monthly membership fee
through deception.
38. This fee, like Defendant’s express fee and “tip” charge, is intended to compensate

Defendant for lending money.

39. As a condition of receiving a cash advance, borrowers are required to enroll, or are
automatically enrolled, in a monthly membership plan.

40.  Borrowers enrolled in this plan are charged a $4.99 monthly membership fee.

41. Given this structure, borrowers reasonably believe that this fee is required to obtain

a cash advance.
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42. And because of that belief, this structure ensures that most borrowers will continue
to pay this charge.

C. Defendant Expects Borrowers To Repay Its Cash Advance Product

43.  Like every other lender, Defendant expects borrowers to repay its cash advances.

44. To ensure it will obtain repayment, Defendant requires borrowers, as a condition of
receiving an advance, to link their bank accounts to the Klover app, and to authorize Defendant to
debit the principal amount of a cash advance, with any fees that a borrower agrees to pay, from the
borrower’s linked bank account on payday.

45. And to ensure that the linked bank account will have sufficient funds to satisty the
automatic account debits that Defendant requires borrowers to agree to as a condition of receiving
an advance, Defendant requires borrowers to have employers that pay them regularly, and to link
the bank account into which paychecks are deposited to the Klover app.

46. Defendant performs a proprietary credit check on borrower accounts before issuing
a cash advance to ensure that the account will have sufficient funds to satisty the automatic bank
account debits that Defendant requires borrowers to authorize Defendant to initiate as a condition
of receiving a cash advance.

47.  Defendant will not issue advances unless it believes it will be able to automatically
deduct the sum of an advance (the loan principal), plus any additional charges (including express
fees, tips, and monthly fees), from the linked account as soon as the borrower’s employer deposits
the borrower’s next paycheck.

48. The requirements Defendant imposes on borrowers as a pre-condition to obtaining
its cash advance product ensure that Defendant obtains repayment on virtually every cash advance

that Defendant issues.
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49. Furthermore, borrowers do not agree to pay Defendant’s express fee, “tip” charge,
or monthly membership fee after they obtain or receive a cash advance; instead, they are required
to agree to pay these charges before advances are issued.

50.  The agreement to pay these charges is incorporated into the automatic account debit
rights Defendant obtains as a condition of issuing an advance, and Defendant debits those amounts
on the borrowers’ next payday.

51. For example, a borrower that obtains a $100 cash advance and that agrees to pay a
$10 tip and a $12 express fee, must also agree, as a condition of receiving the advance, to authorize
Defendant to automatically deduct $122 from their linked bank account immediately after their
employer deposits a paycheck on payday.

52.  In other words, the borrower basically assigns $122 of their wages to Defendant in
return for a $100 cash advance.

53. Accordingly, Defendant’s cash advance product is nothing more than a loan that is
secured by a borrower’s wages.

54.  This type of credit product is commonly called a “payday loan.”

D. Defendant’s Cash Advances Violate Pennsylvania Law

55.  The term “payday loan” refers to a short-term, high-cost form of lending, requiring
consumers to repay small dollar loans on their next payday. See Dep 't of Banking v. NCAS of Del.,
LLC, 948 A.2d 752, 754 (Pa. 2008) (“Payday loans are short-term, high-interest-or-fee loans that
are generally secured by a post-dated check or a debit authorization executed by the borrower and,
subsequently, presented by the lender after a predetermined period, usually set to two weeks to

coincide with the borrower’s payday.”).
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56.  This form of lending first originated in the late 1800s, with its defining feature being
the varying devices that lenders have created to evade the law.

57. Historically, payday lending took the form “wage buying,” where lenders would
claim they were buying earned wages, even though they were actually loaning money at excessive
rates. See USA Payday Cash Advance Ctrs. v. Oxendine, 585 S.E.2d 924, 926 (Ga. Ct. App. 2003)
(citing Gunnels v. Atlanta Bar Assoc., 12 S.E.2d 602 (Ga. 1940), and Hinton v. Mack Purchasing
Co., 155 S.E. 78 (Ga. Ct. App. 1930)); see also F.B. Hubachek, The Development of Regulatory
Small Loan Laws, 8 LAW & CONTEMP. PROB. 108, 120-21 (1941).

58. Pennsylvania prohibited wage buying at common law. See Department of Banking,
Report on Small Loan Companies, p. 11 (1937) (attached as Exhibit D).

59.  Pennsylvania’s current usury laws also prohibit this device, and subject the practice
to usury restrictions. See 7 P.S. § 6218.

60. Over the years, payday lending has resurfaced in varying forms—some lenders use
banks to issue loans and repurchase the loans for themselves, attempting to hide under the banks’
charter to charge excessive fees, see, e.g., Ga. Cash Am. v. Greene, 734 S.E. 2d 67 (Ga. Ct. App.
2012); other lenders describe transactions as “sale/leasebacks,” whereby consumers purportedly
sell personal property and lease it back for a fee, see, e.g., Clay v. Oxendine, 645 S.E.2d 553 (Ga.
Ct. App. 2007); and yet other lenders described transactions as “deferred presentments,” whereby
lenders advance cash to borrowers in return for a post-dated check for the amount of the advance
and a fee, which the borrower agrees the lender may cash on payday, see, e.g., Crawford v. Great
Am. Cash Advance, 644 S.E.2d 522 (Ga. Ct. App. 2007).

61.  No matter what form payday lending may take, Pennsylvania intends for its usury

statutes to apply to and prevent this practice. See Hartranft v. Uhilinger, 8 A. 244, 246 (Pa. 1887)
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(“[Mt is . . . wholly immaterial under what form or pretence usury is concealed, if it can by any
means be discovered our courts will refuse to enforce its payment”); NCAS, 948 A.2d at 761 n.11
(quoting Richman v. Watkins, 103 A.2d 688, 691 (Pa. 1954)) (“[U]sury is generally accompanied
by subterfuge of one kind or another to present the color of legality.”).

62.  Pennsylvania outlaws payday lending (no matter its form) because the excessively
high costs associated with this form of lending leave holes in paychecks, which can create a cycle
of reborrowing, where borrowers take out new loans to fill the gaps created by old loans. See, e.g.,
Center for Responsible Lending, A Loan Shark in Your Pocket: The Perils of Earned Wage Access,
pp- 6-8 (Oct. 2024) (attached as Exhibit E) (analyzing 214,093 cash advance transactions for the
Klover app and similar cash advance apps, finding many borrowers fall into reborrowing cycles
after using these apps, and finding cash advance app lenders make their money on borrowers that
are trapped in reborrowing cycles); Not Free: The Large Hidden Costs of Small-Dollar Loans
Made Through Cash Advance Apps, pp. 5-12 (April 2024) (attached as Exhibit F) (analyzing

37,826 transactions and making similar findings).!

! See also Paulina Cachero, Popularity of Apps for Early Paydays Masks Added Risks, Bloomberg
(July 29, 2023), https://www.bloomberg.com/news/articles/2023-06-29/know-the-risks-before-usi
ng-cash-advance-apps-like-earnin-dailypay (interviewing borrower who “found himself trapped
in a constant loop or borrowing,” and felt he had “completely lost control of the situation, with no
way to work it out”); Cyrus Farivar, Millions use Earnin to get cash before payday. Critics say the
app is taking advantage of them, NBC News (July 26, 2019), https://www.nbcnews.com/tech/inter
net/millions-use-earnin-get-cash-payday-critics-say-app-taking-n1034071 (interviewing borrower
who described a cash advance app as a “vicious cycle,” and who “had no money” after paying tips
and fees); Sidney Fussell, The New Payday Lender Looks a Lot Like the Old Payday Lender, The
Atlantic (Dec. 18, 2019), https://www.theatlantic.com/technology/archive/2019/12/online-bankin
g-lending-earnin-tip/603304/ (interviewing borrower who fell into a “cycle of get paid and borrow,
get paid and borrow”).
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63. This cycle of reborrowing erodes the paychecks of borrowers, which prevents them
from saving money for their families, and prevents the financially vulnerable from improving their
situation and moving out of debt.

64.  This cycle of reborrowing also makes it more likely that consumers will be subject
to additional charges or fees, like bank overdraft fees, which further erodes the financial stability
of cash advance app users. See, e.g., Exhibit E, pp. 8-9; Exhibit F, pp. 6-7.

65. To prevent the harms caused by short-term, high-cost loans, Pennsylvania prohibits
lenders from receiving any interest, fee, or other charge that exceeds the equivalent of a 6% simple
interest loan. See Cash Am. Net of Nev., LLC v. Dep’t of Banking, 8 A.3d 282, 285-86 (Pa. 2010)
(unlicensed entities, such as Klover, are “bound by the 6% cap”); see also 7 P.S. § 6203.A; 41 P.S.
§ 201(a).

66.  Defendant’s cash advances far exceed the lawful rate, as the express fees, monthly
membership fees, and “tip” charges that Defendant receives uniformly cost the equivalent of a loan
with a 100% annual percentage rate (“APR”), and often cost the equivalent of a loan with a 500%,
1,000%, or even higher APR.

67. Further, Defendant’s cash advance product is nothing more than the newest attempt
by the payday lending industry to evade usury restrictions.

68. For example, identical to a payday loan, Defendant’s cash advance product is short
in term (generally two weeks or less) and high in cost (APRs often cost 100%, 200%, 300%, 400%,
or more).

69.  Moreover, Defendant’s cash advance product, just like a payday loan, is secured by
“a debit authorization executed by the borrower and, subsequently, presented by [Defendant] . . .

[on] the borrower’s payday.” NCAS of Del., LLC, 948 A.2d at 754.
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70.  Accordingly, regardless of how Defendant has structured its cash advance product,
there is no question that the product is a payday loan, which means the product is plainly unlawful
under Pennsylvania law.

E. Plaintiff’s Experience With Cash Advances From Defendant

71. Plaintiff obtained cash advances from Defendant.

72.  Plaintiff used the cash advances for personal, family, and/or household purposes.

73. Plaintiff paid charges on the cash advances that cost the equivalent of loans with an
APR in the triple digits.

74. For example, Plaintiff paid a $9.99 express fee to obtain a $75.00 advance, which
was to be repaid within 7 days, which yielded a 694.54% APR.

75. Plaintiff also paid a $4.99 monthly fee to access the cash advance service provided
on the Klover app.

76. When this charged is included in the APR calculation, the APR of Plaintiff’s loan
increases to 1,041.47%.

77. Plaintiff downloaded and used the Klover app solely to obtain cash advances.

78. Plaintiff has not used the Klover app for any purpose other than to obtain advances.

79.  Plaintiff believed paying the monthly fee was mandatory to obtaining an advance.

V. CLASS ACTION ALLEGATIONS

80. Plaintiff brings this action individually and on behalf of all others similarly situated
under Rules 1702, 1708, and 1709 of the Pennsylvania Rules of Civil Procedure.
81.  Plaintift seeks to certify a class of: “All persons who reside in Philadelphia County

and obtained an advance or loan from Defendant.”
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82.  Plaintiff reserves the right to expand, narrow, or otherwise modify the class as the
litigation continues and discovery proceeds.

83. Pa. R. Civ. P. 1702(1), 1708(a)(2): The class is so numerous that joinder of the class

members is impracticable. Since each of the claims of the class members is substantially identical,
and the class members request substantially similar relief, centralizing the class members’ claims
in a single proceeding likely is the most manageable litigation method available.

84. Fed. R. Civ. P. 23(a)(2), (b)(3): Plaintiff and the class members share numerous

common questions of law and fact that will drive the resolution of the litigation and predominate
over any individual issues. For example, there is a single common answer to whether Defendant’s
advances qualify as “loans” or “advances” under the relevant laws, and whether the fees Plaintiff
paid qualify as “interest” or other amounts under the laws at issue. These common questions, and
other common questions of law and fact, will predominate over individual questions, to the extent
any individual questions exist.

85. Pa. R. Civ. P. 1702(3): Plaintiff’s claims are typical of the claims of the class

because the claims of Plaintiff and the class are based on the same legal theories and arise from
the same conduct.

86. Pa. R. Civ. P. 1702(4), 1709: Plaintiff is an adequate representative of the class

because the interests of Plaintiff and the class members align. Plaintiff will fairly, adequately, and
vigorously represent and protect the interests of the class and has no interest antagonistic to the
class. Plaintiff retained counsel who are competent and experienced in the prosecution of class
action litigation generally and consumer finance and credit litigation specifically.

87.  Pa. R. Civ. P. 1708(a)(3), (6), (7): Given the complexity and nature of the issues

presented and the relief requested, the expense and time necessary to obtain such relief, and the
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anticipated recovery and relief Plaintiff and the class members may obtain, the class action
mechanism is by far the preferred and most efficient litigation mechanism to adjudicate the claims
of Plaintiff and the class members. Additionally, requiring Plaintiff and the class members to file
individual actions would impose a crushing burden on the court system and almost certainly lead
to inconsistent judgments. Class treatment presents far fewer management difficulties and provides
benefits of a single adjudication and economies of scale.

VI. CAUSES OF ACTION

COUNT 1
Violation of the Consumer Discount Company Act
7 P.S. §§ 6201, ef seq.

88.  The CDCA applies to any person engaged “in the business of negotiating or making
loans or advances.” 7 P.S. § 6203.A.

89.  Defendant clearly engages in this business, as its cash advance product falls within
the commonly understood definition of “loan” or “advance.” See Loan, Black’s Law Dictionary
(3d ed. 1933) (defining “loan” as a “sum of money confided in another”); Advance, Black’s Law
Dictionary (3d ed. 1933) (defining “advance” as a “loan or gift, or money advanced to be repaid
conditionally™).

90.  Any person engaged in the business of negotiating or making “loans or advances”
may not “charge, collect, contract for or receive interest, discount, bonus, fees, fines, commissions,
charges, or other considerations which aggregate in excess of the interest that the lender would

otherwise be permitted by law to charge if not licensed under this act on the amount actually loaned

or advanced[.] 7 P.S. § 6203.A.
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91. The first clause of this prohibition (“no person shall . . . charge, collect, contract for
or receive interest, discount, bonus, fees, fines, commissions, charges, or other considerations”) is
called the “subject charge clause.”

92.  The second clause of this prohibition (“which aggregate in excess of the interest
that the lender would otherwise be permitted by law to charge if not licensed under this act on the
amount actually loaned or advanced”) is called the “benchmark clause.”

93. The “subject charge clause” is intended to identify the types of charges subject to
the CDCA. NCAS, 948 A.2d at 760.

94. Defendant’s express fee, “tip” charge, and monthly membership fee, fall within the
types of charges subject to the CDCA because these charges plainly qualify as “interest,” “bonus,”
fees,” and/or “charges.” See Interest, Black’s Law Dictionary (3d ed. 1933) (defining “interest” as
“compensation . . . fixed by agreement for the use . . . of money”); Bonus, Black’s Law Dictionary
(3d ed. 1933) (defining “bonus” as something “given in addition to what is ordinarily received by,
or strictly due, the recipient,” and recognizing that the “natural import” of “bonus” implies “a gift
or gratuity”); Fee, Black’s Law Dictionary (3d ed. 1933) (defining “fee” as the “compensation for
a particular act or service”); Charge, Black’s Law Dictionary (7th ed. 1999) (defining “charge” as
“Ip]rice, cost, or expense™).

95. The benchmark clause is intended to set a benchmark against which subject charges
may be assessed. NCAS, 948 A.2d at 760.

96.  For an unlicensed entity, like Defendant, the benchmark clause prohibits charging,
collecting, contracting for, or receiving any amounts that combine to create a cost greater than the

equivalent of a loan with a 6% interest rate. See Cash Am., 8 A.3d at 285-86.
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97.  Defendant assessed charges well in excess of the benchmark set by the CDCA since
Defendant’s express fees, “tip”” charges, and monthly membership fees created costs equivalent to
loans with interest rates of 500%, 1,000%, or more.

98. Finally, to the extent there is any question as to whether the CDCA applies, one of
the CDCA’s anti-evasion provisions confirms the statute’s applicability.

99.  “As usury is generally accompanied by subterfuge and circumvention of one kind
or another to present the color of legality, it is the duty of the court to examine the substance of
the transaction as well as its form” to determine whether a lender is engaged in usurious practices.
Simpson v. Penn Disc. Corp., 5 A.2d 796, 798 (Pa. 1939).

100.  Courts are required to analyze the substance of a transaction to “protect the citizenry
of this Commonwealth from being exploited at the hands of unscrupulous individuals seeking to
circumvent the law at the expense of unsuspecting borrowers who may have no other avenue to
secure financial backing.” NCAS, 948 at 761 n.11 (quoting Smith v. Mitchell, 616 A.2d 17, 20 (Pa.
Super. 1992)) (emphasis in original).

101. The CDCA generally incorporates this common law “anti-evasion” doctrine. See 7
P.S. §§ 6203.B, 6211.

102.  The CDCA goes on to include more targeted provisions that are intended to outlaw
specific evasion devices.

103. Section 6218 is relevant to this case, and states:

“The payment of twenty-five thousand dollars ($25,000) or less, in money, credit,

goods or things in action as consideration for any sale or assignment of, or order

for, the payment of wages, salary, commissions or other compensation for services,

whether earned or to be earned, shall, for the purposes of regulation under this act,

be deemed a loan secured by such assignment, and the amount by which such

assigned compensation exceeds the amount of such consideration actually paid

shall for the purpose of regulation under this act, be deemed interest or charges
upon such loan from the date of such payment to the date such compensation is
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payable. Such transactions shall be governed by and subject to the provisions of
this act.”

Id. § 6218.

104. Defendant’s cash advance product is the exact type of transaction that § 6218 was
designed to regulate—Defendant pays money to borrowers as consideration for authorization to
automatically debit the borrower’s linked bank account on payday, and that authorization includes
the right to debit the principal amount of a cash advance, with any express fees, “tip” charges, or
monthly membership fees that a borrower agrees to pay.

105. The excess between the consideration Defendant pays borrowers (i.e., the principal
amount of an advance), and the assigned compensation Defendant obtains authorization to debit
(i.e., the principal amount of the advance a borrower receives, and any fees a borrower agrees to
pay) must be treated as “interest or charges” for purposes of § 6218.

106. And, as explained above, there is no question that Defendant’s “interest or charges”
exceed the benchmark 6% rate established by the CDCA.

107.  Equitable relief is available to private parties under the CDCA for these types of
overcharges. See Mellish v. CACH, LLC, No. 19-cv-01217, 2020 U.S. Dist. LEXIS 52383, at *7
(W.D. Pa. Mar. 26, 2020) (“If a private civil litigant seeks enforcement of the CDCA, the available
remedy is equitable[.]”).

108.  Accordingly, the Court should issue an order: awarding restitution in the amount of
any interest, fees, or other amounts that Defendant charged, collected, contracted for, or received

in excess of 6%; and awarding attorneys’ fees and costs.
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COUNT II
Violation of the Loan Interest and Protection Law
41 P.S. §§ 101, et seq.

109. The LIPL allows a person that has paid interest or charges prohibited or in excess
of those allowed by law to obtain triple the amount of such interest or charges against the person
that collected the interest or charges. See 41 P.S. § 502.

110.  As described above in Count I, Plaintiff paid interest or charges prohibited or in
excess of those allowed by the CDCA. See 7 P.S. § 6203.A.

111. Moreover, Plaintiff paid interest or charges prohibited or in excess of the LIPL, as
the LIPL only allowed Defendant to collect interest at a rate of 6%. See 41 P.S. § 201(a).

112.  The LIPL provides for, among other things, damages, declaratory and injunctive
relief, and attorneys’ fees and costs. /d. §§ 501, 502, 503.

113.  Accordingly, the Court should issue an order: awarding any excess interest, fees,
or other charges collected by Defendant; awarding triple the amount of any excess interest, fees,

or other charges collected by Defendant; and awarding attorneys’ fees and costs.

VII. JURY TRIAL DEMANDED

Plaintiff requests a jury trial on all claims so triable.

VIII. DISCOVERY

Attached as Exhibit G is Plaintiff’s First Set of Interrogatories and Requests for Production
of Documents.

IX. PRAYER FOR RELIEF

WHEREFORE, Plaintift prays for the following reliet:
a. An order certifying the proposed class, appointing Plaintiff as

representative of the proposed class, and appointing undersigned
counsel as counsel for the proposed class;
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b. An order awarding actual, statutory, treble, and all other damages
available by law, along with pre- and post-judgment interest;

c. An order providing Plaintiff and the class members restitution for
any interest, fees, or other charges that were paid to Defendant and
that aggregated in excess of 6%; and

d. An order awarding attorneys’ fees and costs;

Respectfully Submitted,

Dated: March 11, 2025 By: /s/ Kevin Abramowicz
Kevin Abramowicz
Kevin Tucker
Chandler Steiger
Jessica Liu
East End Trial Group LLC
6901 Lynn Way, Suite 503
Pittsburgh, PA 15208
Tel: (412) 223-5740
Fax: (412) 626-7101
kabramowicz(@eastendtrialgroup.com
ktucker@eastendtrialgroup.com
csteiger(@eastendtrialgroup.com
Jliu@eastendtrialgroup.com

Attorneys for Plaintiff
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VERIFICATION

I, Kevin Abramowicz, attorney for Plaintiff, am fully familiar with the facts set forth in
this Complaint and am authorized to make this Verification. I verify that the averments contained
in this Complaint are true and correct to the best of my knowledge, information, and belief.
Plaintiff’s verification shall be substituted for this attorney verification upon request. I understand
any false statements herein are made subject to the penalties of 18 Pa. C.S § 4904, relating to

unsworn falsification to authorities.

Respectfully submitted,

Dated: March 11, 2025 By: /s/ Kevin Abramowicz
Kevin Abramowicz
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EXHIBIT A

Case ID: 250301441



THE COMMONWEALTH OF MASSACHUSETTS

OFFICE OF THE ATTORNEY GENERAL

ONE ASHBURTON PLACE
BOSTON, MASSACHUSETTS 02108

(617) 727-2200
WWW.mass.gov/ago
August 30, 2024

Rohit Chopra

Director

CONSUMER FINANCIAL PROTECTION BUREAU
1700 G Street NW

Washington, DC 20552

RE:  “Truth in Lending (Regulation Z); Consumer Credit Offered to Borrowers in
Advance of Expected Receipt of Compensation for Work™ 12 CFR Part 1026
[Docket No. CFPB-2024-0032]

Dear Director Chopra:

The undersigned Attorneys General of Massachusetts, the District of Columbia, Delaware,
Maine, Maryland, Michigan, Minnesota, New Jersey, New Mexico, New York, North Carolina,
Oregon, Pennsylvania and Rhode Island (“the States”) write in support of the Consumer
Financial Protection Bureau’s (“CFPB”) Notice of proposed interpretive rule, “Truth in Lending
(Regulation Z); Consumer Credit Offered to Borrowers in Advance of Expected Receipt of
Compensation for Work” 12 CFR Part 1026 (“proposed rule”).

We support the CFPB’s conclusion that Earned Wage Advance (“EWA”) products involve the
extension of credit and that charges incident to the extension of credit, including the payment of
expedited funds delivery fees and so-called “tips”, amount to finance charges. The proposed
interpretive rule would reduce the risk that consumers would become confused or misled as to
the nature of these products and thereby become locked in debt-traps. The proposed interpretive
rule would also complement State laws and regulations, helping ensure that a new generation of
technologically savvy predatory payday lenders do not proliferate.

A detailed examination of the EWA industry by the California Department of Financial
Protection and Innovation illustrates the importance of the CFPB’s proposed interpretive rule.!
The examination found that consumers of EWA products that accept either “tips” or expedited
funds delivery fees often end up paying effective APRs of over 300%.% Because most EWA
products permit consumers to take out multiple loans per pay period, these consumers ultimately
dedicate an average of 25% of their total paychecks repaying EWA loans at these usurious
interest rates.> Indeed, some companies permit consumers to borrow up to 50% of their net

! Cal. Dep’t of Fin. Prot & Innovation, 2021 Earned Wage Access Data Findings (2023), https://dfpi.ca.gov/wp-
content/uploads/sites/337/2023/03/2021-Earned-Wage-Access-Data-Findings-Cited-in-ISOR.pdf.

2]d. at 6-7.

31d. at 12-13.
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earned wages.* Others may allow consumers to temporarily increase the amount they can borrow
by referring new consumers to their app, or by asking other users to “vouch” for them.> The
effect of these practices can be disastrous for consumers, as the CFPB’s own data shows that the
distribution of consumers’ transaction frequency on employer-partnered EWA products is “U-
shaped,” with the largest share of users, 27.6%, at the far end of the “U” taking EWA loans in
excess of 25 times per year.® For an employee who is paid biweekly, this essentially amounts to
an advance on every paycheck. These findings reflect the risk that borrowers who rely on EWA
products to bridge the time between paychecks may get stuck in a cycle of dependency, paying
considerable fees numerous times a year.

A particularly concerning aspect of EWA transactions is the solicitation and prevalence of
expedited funds delivery fees. EWA providers frequently charge consumers for the option to
receive funds through the EWA app same-day or instantaneously as opposed to waiting 1-3
days.” The magnitude of these fees ranges between EWA providers from $0.99 to $13.99.
Notably, in practice, these fees may be unavoidable for EW A users, who by the very nature of
the product they are consuming, often need cash quickly. EWA loans are typically repaid within
9-11 days.® A difference of up to 3 days for the receipt of funds under these circumstances may
be material to the consumer’s decision to take such loans in the first place. That may help explain
why over 82% of transactions on employer-sponsored EWA plans included some fee, and over
95% of fees paid by users were for expedited delivery of funds.’

EWA providers’ reliance on the argument that their products are necessary to meet consumers’
short-term liquidity needs underscores the propriety of including expedited funds delivery fees in
any finance charge calculation.!® Extra care should be given to ensure that consumers are not
confused or misled about the full costs of a product that is advertised as being useful for
defraying or avoiding costs, such as overdraft fees.'!

An additional troubling feature of many EWA products is the solicitation of so-called “tips” that
have a strong tendency to mislead consumers. The CFPB identified a large range of practices
employed by EWA sellers to solicit tips that have the effect of manipulating or pressuring

4U.S. Gov. Accountability Office, Financial Technology: Products Have Benefits and Risks to Underserved
Consumers, and Regulatory Clarity Is Needed, GAO-23-105536, at 22 (March 2023),
https://www.gao.gov/assets/820/818014.pdf.

S d.

¢ Consumer Fin. Prot. Bureau, Data Spotlight: Developments in the Paycheck Advance Market (July 18, 2024),
https://www.consumerfinance.gov/data-research/research-reports/data-spotlight-developments-in-the-paycheck-
advance-market/.

.

8 Cal. Dep’t of Fin. Prot & Innovation, supra note 1.

° Consumer Fin. Prot. Bureau, supra note 6.

10 See, e.g., FTI Consulting, Direct to Consumer Earned Wage Access User Survey Key Findings (FTI Consulting,
July 7, 2021) (According to a survey touted by the EWA industry, 61% of consumers used EWA for paying bills on
time, 52% for avoiding overdraft fees, and 52% for buying groceries).

11d. at 3.
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consumers to make such payments.'> Some EWA sellers have designed their apps such that a
“tip” amount must be selected to complete the transaction, with the default set to a non-zero
number or a suggested tip pre-selected.!> EWA sellers have also attempted to misleadingly
suggest that tips are in some way earmarked to help other consumers, with 38% of respondents
of one survey who tipped reporting that they did so to “pay it forward to another user.”!*

Recently, California,'> Connecticut,'® Pennsylvania!” and Washington, D.C.,'® reached consent
orders with SoLo, a peer-to-peer lending platform based on concerns about a similar tip model.
SoLo advertised “no interest” loans when, in reality, the vast majority of borrowers paid a tip as
part of their transactions.'® SoLo “urged Borrowers to offer the maximum tip amount” through
pop-up messaging and “never advised [Borrowers] that they may renege on their prior
commitment to make a tip or donation.”°

The CFPB’s recognition that EWA products entail the extension of credit, and that “tips” and
expedite fees associated with these products are charges incident to the extension of credit,
would ensure that consumers who use these products—including consumers with poor credit, no
credit, or intermittent needs for short term liquidity—have the benefit of critical consumer
protections.?!

The proposed rule is also aligned with state approaches to payday lending issues, which states
have grappled with for over a century. Indeed, EWA providers employ similar rhetoric to that

12 Consumer Fin. Prot. Bureau, Truth in Lending (Regulation Z); Consumer Credit Offered to Borrowers in Advance
of Expected Receipt of Compensation for Work, 89 FR 61358, 61363 (July 31, 2024),
https://files.consumerfinance.gov/f/documents/cfpb_paycheck-advance-marketplace_proposed-interpretive-
rule_2024-07.pdf; see also Center for Responsible Lending, State Recommendations for Earned Wage Advances and
Other Fintech Cash Advances (Oct. 2023), https://www.nclc.org/resources/state-recommendations-for-carned-wage-
advances-and-other-fintech-cash-advances/.

13 Truth in Lending (Regulation Z); Consumer Credit Offered to Borrowers in Advance of Expected Receipt of
Compensation for Work, 89 FR at 61363.

14 Center for Responsible Lending, Survey Summary of Earned Wage Advance and Cash Advance Apps (Aug. 2023),
https://www.responsiblelending.org/sites/default/files/nodes/files/research-publication/crl-ewa-research-factsheet-
aug2023.pdf.

15 Consent Order, Comm v of Fin’l Prot'n & Innov. v. SoLo Funds, Inc., at 6 (Cal. Dep’t DFPI May 8, 2023),
https://dfpi.ca.gov/wp-content/uploads/sites/337/2023/05/Consent-Order-SoLo-Funds-Inc.pdf.

16 Consent Order, In re SoLo Funds Inc., NMLS # 1909701 (Ct. Banking Comm’r May 16, 2023)
https://portal.ct.gov/-/media/DOB/Enforcement/Consumer-Credit/2023-CC-Orders/SOLO-FUNDS-INC---CO.pdf.
17 Assurance of Voluntary Compliance, Commonwealth of Pennsylvania v. Solo Funds, Inc., Case 1D: 240700170
(Philadelphia Court of Common Pleas, July 1, 2024),
https://www.attorneygeneral.gov/wp-content/uploads/2024/07/2024-07-02-SoLo-AVC.pdf.

18 Consent Judgment and Order, District of Columbia v. SoLo Funds, Inc., No. 2023 CAB 002665 (Sup. Ct. D.C.
May 8, 2023), https://oag.dc.gov/sites/default/files/2023-
05/DC%20v.%20S010%20Funds?%2023%20CAB%202665%20Consent%200rder%20%20Final%20Judgment.pdf
19 Consent Order, In re Commr of Fin'l Prot’n & Innov. v. SoLo Funds, Inc., at 6-7 (Ca. Dep’t Fin. Prot. & Innov.
May 8, 2023), https://dfpi.ca.gov/wp-content/uploads/sites/337/2023/05/Consent-Order-SoLo-Funds-Inc.pdf.

2071d. at 7.

21'U.S. Gov. Accountability Office, GAO023-105536, at 21, supra noted
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historically advanced by the payday lending industry, which argued that payday loan products
are not actually loans, but rather deferred check-cashing services.??

In responding to the tactics used by payday lenders, Massachusetts, for example, recognized that
the “[e]nforcement of [pre-20™ century] usury laws was largely thwarted by the ingenuity of
lenders in exacting from borrowers, in addition to lawful interest, other sums variously described
as commissions, fees, charges for services and expenses.”** Massachusetts has taken a robust
view of interest and expenses, with both the Criminal Usury Statute and the Small Loan Law
defining interest and expenses broadly to include sums paid by a borrower for making or
securing a loan.>* New York’s Court of Appeals has similarly held that the terms “loan” and
“interest” are to be construed broadly when applying its usury laws because the “usurer usually
seeks to conceal the usury”; thus “if the court can see that the real transaction was the loan or
forbearance of money at usurious interest, its plain and imperative duty is to so declare,”
regardless of the name or legal form given by the parties.?> Exempting EWA products from the
robust framework of state and federal lending laws designed to protect vulnerable consumers
would foster a new wave of predatory payday loans.

Protecting consumers from abuse at the hands of lenders in stronger bargaining positions has
long been a priority of our States.?® Usurious EWA products, though presenting themselves as
novel financial products, present a risk to vulnerable consumers that is all too familiar to the
States that have been combatting predatory lending products for decades. We commend the
CFPB for taking this important step in protecting consumers.

Sincerely,

Andrea Joy Campbell Brian Schwalb

Massachusetts Attorney General District of Columbia Attorney General
Kathleen Jennings Aar.on M. Frey

Delaware Attorney General Maine Attorney General

22 Nat’l Consumer Law Ctr., Testimony in Opposition to Maryland HB 1425/SB 998: Earned Wage Access Services,
House Economic Matters Committee (Mar. 1, 2024), https://www.nclc.org/wp-content/uploads/2024/03/HB-1425-
EWA-Testimony-of-NCLC-UNFAV.pdf.

23 Noteman v. Welch, 108 F.2d 206, 210 (1st Cir. 1939).

24 Mass. Gen. L. ch 140 § 96 (2023); Mass. Gen. L. ch. 271 § 40 (2023).

% Adar Bays, LLC- v. GeneSYS ID, Inc., 179 N.E.3d 612, 620 (N.Y. 2021).

26 Id. at 627.
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Anthony G. Brown
Maryland Attorney General

Dana Nessel
Michigan Attorney General

Keith Ellison
Minnesota Attorney General

Matthew J. Platkin
New Jersey Attorney General

Raul Torrez
New Mexico Attorney General

Letitia James
New York Attorney General

Josh Stein

North Carolina Attorney General

Ellen F. Rosenblum
Oregon Attorney General

Michelle A. Henry
Pennsylvania Attorney General

Peter Neronha
Rhode Island Attorney General
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California Department of
Financial Protection and Innovation

2021 Earned Wage Access Data Findings

Analysis completed Q1 2023

EXECUTIVE SUMMARY

This analysis provides an overview of the earned wage access (EWA) industry from data collected in
2021 through Memorandum of Understanding (MOU) Agreements between several EWA companies
and the Department of Financial Protection and Innovation (DFPI). These findings focus on amounts
advanced, annual percentage rates, days to repay, frequency of use, and other related information to
assess impacts to consumers.

In general, the EWA companies considered in this analysis operate via two major fee structures:
transactions and subscription fees. A transaction-based company may accept tips, charge fees, and
collect optional fees for faster service. EWA companies that accept tips typically maintain that their
tips are wholly voluntary and have no effect on their EWA services or availability of future EWA
advances. Below are some key highlights of the 2021 Earned Wage Access Data Findings:

There was a total advanced amount of $765 million reported by responding companies.

e For the 5.8 million transactions completed by tip-based companies, providers received tips
73% of the time.

e The average annual APR was 334% for tip companies and 331% for the non-tip companies.

e Tips generated a total of $17.55 million in revenue, and optional fees generated $6.24 million.

e When a tip was provided by the consumer, the average tip amount was $4.09.

e Most advance amounts (80%) are between $40 and $100.

e The average quarterly growth rate for EWA transactions was 17%.

e The average time for consumers to repay was 10 days.

e Among the companies that reported the advanced amount as percent of paycheck, it ranged
from 6% to 50% of pay.

e The transaction point of receiving and repaying the funds represented 67% of complaints from
EWA customers.

BACKGROUND

The California Consumer Financial Protection Law (CCFPL) became effective in 2021, giving the
Department expanded oversight authority to further protect consumers and respond to emerging
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innovative financial products and services not previously regulated by DFPI." In 2021, the DFPI
entered into 11 MOU agreements with EWA companies, which requested quarterly data addressing
advanced payment amounts, transactions, numbers of advance requests per customer, how
transactions occur (e.g., through the employer, bank account, debit card), delinquencies, annual
percentage rates, and other related information for 2021. A total of seven? EWA companies
responded with quarterly summary reports, amounts advanced, charges, complaint information, and
key terms.

BUSINESS MODELS & FEE STRUCTURES

Earned wage access companies are broadly based on two types of business models: 1) a business-
to-business (B-to-B) model in which the EWA company contracts with employers who then roll the
services into benefits for their employees and 2) a direct-to-consumer (D-to-C)® model in which the
EWA company works directly with the employee, eliminating the employer from transactions.

With a business-to-business model, the EWA company typically works with the employers’ payroll
processing function to gauge advance payment amounts (amounts cannot surpass the amount
earned during the pay period) and arranges for repayments when employees are paid. Advances can
be funded either by the employer (with the employee’s salary deducted by the advance amount at the
time of payroll processing) or by the EWA company that is reimbursed by the employer (who debits
the employee’s account) at the time of payroll processing.

In the direct-to-consumer model, the EWA company usually requests proof of employment or regular
income from the consumer at the time of sign-up and requires access to a checking or savings
account with direct deposits that will allow the EWA company to recoup the advances when users
receive their regular income. The D-to-C model often has features such as integration with the
consumer’s bank account.*

Fee Structures

In general, the earned wage access companies considered in this analysis operate via two major fee
structures: transactions and subscription fees.

Transaction-based companies

A transaction-based company may accept tips, charge fees, and collect optional fees for faster
service. EWA companies that accept tips typically maintain that their tips are wholly voluntary and
have no effect on their EWA services or availability of future EWA advances.

'Department of Financial Protection & Innovation. (2022, June 1). Glossary of Financial Terms. The Department of
Financial Protection and Innovation. Retrieved March 16, 2023, from https://dfpi.ca.gov/ca-consumer-financial-protection-
law/.

2 Of the eleven MOUs that were signed, two companies did not submit data, one company canceled their EWA service
offering, and one submitted file types that were unusable.

3 Also known as business-to-consumer model.

4 Weinberger, Evan (2022, February 3). Earned-wage access products face fresh scrutiny from CFPB, states. Bloomberg
Law. Retrieved March 16, 2023, from https://news.bloomberglaw.com/banking-law/earned-wage-access-products-face-
fresh-scrutiny-from-cfpb-states.
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A Note on Tips, APRs and Interest Rates.

An Annual Percentage Rate (APR) is the annual cost of credit expressed as a
percentage. An APR is different from an interest rate because an APR can include fixed
costs that a consumer pays in addition to periodic interest. In the “Annual Percentage
Rate” section below, the DFPI includes tips in APR calculations. Stakeholders have
various perspectives on how to treat EWA products and optional charges under the
federal Truth in Lending Act (TILA). The DFPI takes no position on questions of federal
law in this analysis, but includes tips in its APR calculations herein to help compare
EWA products to other credit products like payday loans.

Subscription-based companies

A subscription-based company charges a fixed monthly fee and may accept optional charges for
faster service.

In this analysis there were five transaction-based companies, of which three had a tip-based model
and two had a non-tip-based model. In addition, there were two companies that had a subscription-
based model. All seven companies are included in this analysis, except for the APR section. Monthly
subscription-fee-based companies were excluded from APR calculations, as discussed further below.

METHODOLOGY & DATA

Data was collected using a standard template that was provided to companies upon signing the
MOU. As a result of varying MOU start dates, complete calendar data is unavailable for some
companies. The template included a request for summarized quarterly data, transaction level data
and complaint data. However, transactional data did not always exactly match summarized quarterly
and annual year to date numbers. This analysis uses transaction data when possible and, when
necessary, quarterly reported data is utilized. Furthermore, transactional averages are weighted by
the number of transactions. Data averages are based on simple non-weighted averages.

This analysis focuses on the following numeric data:

e Advance Payment Amounts
o Advanced Payment Amounts by Model Type

¢ Annual Percentage Rates

o Tip and Non-Tip models

o Average APR by Advanced Amount

o Amount Paid by Consumers
Average Days to Repay
Frequency of Use
Number of Missed Payments
Percent of Paycheck

A qualitative analysis is also carried out to highlight key trends within complaint data provided by
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companies, as discussed further below.
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NUMERIC DATA KEY FINDINGS
Advance Payment Amounts

In 2021, seven companies® provided a total of approximately $765 million® in advance payments to
California consumers. Across companies, there was a 60% increase in advanced amounts from
Quarter 1 to Quarter 4, or approximately $91 million worth of advanced amounts.

Figure 1: 2021 EWA Advanced Payment Amounts’

Advanced Payment Amounts by Model Type

In 2021 companies using transaction fee structures advanced $660,681,096 in funds to consumers. Of
those, companies using tip-based models advanced $452,100,647 and non-tip models advanced
$208,580,450. Companies with subscription fee structures advanced $104,342,006 to consumers. For
the seven companies combined, the average growth rate in advanced payments across quarters was
17%. The increase in advanced amounts is partially due to a 15% average quarterly increase in the
transaction count growth rate.

5 Five companies included transactional data for all four quarters. Two of the companies reported transactional data for
Quarters 3 and 4 only, but reported summary data for Quarters 1 and 2. For those two companies, the DFPI used their
summarized quarterly reports for Quarters 1 and 2 to determine the Advanced Amounts for those quarters because
transactional data was not available.

6 The numbers in this analysis are rounded to the nearest million, where applicable.

7 Based on a total of 8,372,087 number of transactions, of which, 7,818,068 are from all 7 company transaction level data
plus Q1 and Q2 EWA Reports for the non-tip companies. Those with zeros or blank number of days to repay were
removed for this report.
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Figure 2: 2021 EWA Advanced Payment Amounts?

$140,000,000 $130,177,864

$116,111,548
$120,000,000 $107,045,421
$98,765,814

$100,000,000
$77,682,092
$80,000,000 $65,764,122

$60,000,000
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$40,000,000 $30,556,337

$20,000,000 $28,335,347 $33,469,454
s $21,103,865 $21,433,340
Q1 Q2 Q3 Q4
Tip Based  e====Non-Tip Based Subscription Based

Annual Percentage Rates

The Annual Percentage Rate (APR) is the total cost of credit, including interest, fees, and other
charges, expressed as an annual rate. The Annual Percentage Rate (APR) is the standard way to
compare the annual cost of credit across loan products.® In some cases, APRs can also reflect the
interest rate, points, fees, and other charges paid.'®

The DFPI includes mandatory fees, tips, and other optional fees'" in the 2021 Annual Percentage
Rate calculations discussed below to aid policy analysis and allow better comparisons with other
forms of financing. DFPI applies a single advance, single payment transaction APR formula'? used
for financial products to understand total consumer costs for EWA products.

Both tip and non-tip companies under transaction-based fee structures are analyzed in this section.
Subscription-based companies are excluded as further discussed in this document.

The APR formula utilized in this analysis is represented below.

8 Based on a total of 8,372,087 number of transactions, of which, 7,818,068 are from all 7 company transaction level data
plus Q1 and Q2 EWA Reports for the non-tip companies. Those with zeros or blank number of days to repay were
removed.

9 Department of Financial Protection & Innovation. (2002, June 1). Glossary of Financial Terms. The Department of
Financial Protection and Innovation. Retrieved March 16, 2023, from https://dfpi.ca.gov/glossary-of-financial-terms/.

10 Consumer Financial Protection Bureau. (2020, September 4). What is the difference between a mortgage interest rate
and an APR? Consumer Financial Protection Bureau. Retrieved March 16, 2023, from
https://www.consumerfinance.gov/ask-cfpb/what-is-the-difference-between-a-mortgage-interest-rate-and-an-apr-en-
135/#:~:text=An%20annual%20percentage %20rate%20(APR)%20is%20a%20broader%20measure%200f,higher%20than
%20your%20interest%20rate.

! Expedited access to advance.

2 Consumer Financial Protection Bureau. (n.d.). Appendix J to Part 1026 — Annual Percentage Rate Computations for
Closed-End Credit Transactions. Consumer Financial Protection Bureau. Retrieved March 16, 2023, from
https://www.consumerfinance.qgov/rules-policy/requlations/1026/j/.
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Figure 3: APR Formula

Annual Percentage Rates are calculated for five companies with transaction-based fee structures
where they collect mandatory charges based on advance wage access transactions, accept tips,
and/or may charge optional fees for faster service. Two of the five companies did not report days to
repay for Quarters 1 and 2, and those quarters have been excluded from all APR calculations.
Subscription Fee Structures are also excluded from the analysis section, as it is difficult to include
subscription fee costs when making APR calculations. For this reason, APR calculations for
subscription fee models would have understated the cost of subscription-based EWA programs if
those calculations were included in the DFPI’s analysis. This issue may warrant further study.

Tip and Non-Tip Models

The figure below identifies APRs for companies with tip-based transactions and those with non-tip
transactions. Calculations are weighted based on the total number of transactions across all five
companies in which APRs could be calculated. Tip models include three companies that accept tips
and optional fees. Non-tip models include two companies that did not accept tips but charged
transactional fees.

Below are some key findings:

e In 2021, for the 5,827,120 transactions completed by tip-based companies, providers received
tips 73% of the time.
e The average APR for the three tip-based fee structure companies was 334%."3
o The tip-based company APRs ranged between 328% and 348% (weighted quarterly
average).
o Tips generated a total of $17.55 million in revenue, and optional fees generated $6.24
million.
o When a tip was provided by the consumer, the average tip amount was $4.09.
o Most advance amounts (80%) are between $40 and $100, with 51% between $80 and
$100.
e The average APR for the two non-tip fee structure companies was 331%.'
o Non-tip company APRs for Quarter 3 and Quarter 4 ranged between 315% and 344%
(weighted quarterly average).'®

3 Based on a total of 5,827,120 transactions, across five companies (3 tip and 2 non-tip companies). Those with zeros or
blank number of days to repay were removed for this report.

4 Does not include non-tip APRs for Q1 and Q2 because appropriate transaction level data was not available.

5 Fee Based APRs for Quarter 1 and Quarter 2 could not be calculated because transaction level data was not available.
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o Fees generated a total of $4.31 million in revenue.®

Figure 4: APRs by Model Type'”

The APRs for both tip-based companies and non-tip company advances for EWA services are
comparable to the average APRs for licensed payday lenders in California.'®

Average APR by Advanced Amount

The figure below displays how consumers of both tip-based and non-tip-based companies who
receive small advances ($0-$20) pay a higher APR than those that receive larger advances. In fact,
those with advances larger than $200 do not pay tips. Only 504 tip-based transactions were over
$200, and none of them tipped or had a fee. There were 167,991 non-tip-based transactions over
$200. However, the fee-to-advanced amount ratio decreases as the amount advanced increases.

6 Fees generated includes Q1 and Q2 fee amounts for non-tip models reported in the EWA reports plus Q3 and Q4
transactional data.

7 Based on 7,148,673 transactions across five transaction-based fee structure companies. Tip-based models account for
5,827,120 transactions. Non-tip models account for 1,321,553 transactions that did not include tips but may include other
transactional fees. Non-tip company data was unavailable for Q1 and Q2. One company did not report days to repay and
as result, APRs could not be calculated. Another did not begin reporting transactional data until Q3.

8 Department of Financial Protection & Innovation. (2022, July) Annual Report of Payday Lending Activity Under the
California Deferred Deposit Transaction Law. Department of Financial Protection & Innovation. Retrieved March 16, 2023,
from https://dfpi.ca.gov/wp-content/uploads/sites/337/2022/07/DFPI AnnualReport CDDTL-2021.pdf.
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Figure 5: Tip-based and Non-Tip APRs by Advanced Amount"®
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Both tip-based and non-tip-based companies average high APRs for smaller advanced amounts;
however, non-tip-based companies average higher APRs on advanced amounts less than $20 and
tip-based companies have significantly higher APRs for ranges between $20 and $100. Further
information may be required to understand the marketing, operations, and strategic decisions behind
these figures.

Amount Paid by Consumers

The figure below displays the average percent paid in tips and fees in relation to the total amount
repaid to EWA companies ((Tip + Fees) / (Tip + Fees + Advanced Amount)). Similar to the high
average APRs for those consumers receiving smaller advances, as a whole, those with smaller
advance amounts (less than $20) are paying proportionately higher amounts (average tip + fee)
across tip and non-tip models.

9 Based on 7,148,673 transactions across five transaction-based fee structure companies. Tip-based models account for
5,827,120 transactions. Non-tip models account for 1,321,553 transactions that did not include tips but may include other
transactional fees. Non-tip company data was unavailable for Q1 and Q2. One company did not report days to repay and
as result, APRs could not be calculated. Another did not begin reporting transactional data until Q3.
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Figure 6: Amount Paid by Consumers?°
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Average Days to Repay

The average days to repay advances?' ranged from 8.9 to 12.1 days, with an average of 10.07 days.
Average days to repay was based on the average of all transactions reported by companies for each
quarter.

Subscription companies’ customers averaged 11.9 days to repay, while tip and non-tip companies’
customers averaged 10.1 and 9.1 respectively. For tip-based companies, one possible reason for
longer repayment numbers may be less ability for these companies to recoup repayments from bank
accounts that are not directly linked to payroll systems.

20 Based on 7,148,673 transactions across five transaction-based fee structure companies. Tip-based models account for
5,827,120 transactions. Non-tip models account for 1,321,553 transactions that did not include tips but may include other
transactional fees. Non-tip company data was unavailable for Q1 and Q2. One company did not report days to repay and
as result, APRs could not be calculated. Another did not begin reporting transactional data until Q3. EWA Costs
Percentages are calculated using the Formula (Tip+Fee)/(Tip+Fee+Advanced Amount). For example if Tip = $10, Fee =
$10, and Adv Amt = $100, the calculation would be: ($10+$10)/($10+$10+$100) = .1666 or 16.66%.

21 The average calculation of all advances reported and repaid throughout the quarter. Or the time from the advance date
to the time the EWA company obtained reimbursement.
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Figure 7: 2021 EWA Average Days to Repay by Tip/Non-Tip/Subscription?2

Frequency of Use

The average number of times a consumer used advances per quarter was nine and ranged from 1 to
25 times. Companies with higher transaction amounts have a higher frequency of use.

Figure 8: 2021 EWA Frequency of Use??

Two companies had significant increases in consumer use frequency over the course of the year.
One company had a two-fold increase, and the second had an eight-fold increase. Additional data
and analysis may be required to explain the trends.

22 Based on 7,818,067 transactions across seven companies. Tip-based models account for 5,827,120 transactions. Non-
tip models account for 1,321,553 transactions that did not include tips but may include other transactional fees. Non-tip
company data was unavailable for Q1 and Q2. Subscription models account for 669,394 transactions.

23 Based on company calculated data for six companies. One company did not provide Frequency of Use data.
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Number of Missed Payments

The number of missed payments?* ranged from 5 to 16,921 throughout the year, with the average
being 5,504 across companies. Three companies had the highest number of missed payments in
2021. This may have been due to their D-to-C business models. The B-to-B model’s integration with
payroll systems allows companies to be repaid automatically and may more accurately calculate
consumers’ earned wages.

Figure 9: 2021 EWA Number of Missed Payments?®

Percent of Paycheck

This metric, intended as a ratio, was described on the EWA template as “Money Advanced from
Paycheck.”?® The seven companies reviewed had various ways of reporting this metric. Three
companies reported this metric as a percentage, while four companies reported this metric as a dollar
amount. Percent of Paycheck among the three companies that reported this data point as a ratio
ranged from 6% to nearly 50%.

24 Missed payments refers to times when the provider does not collect a payment on the date originally scheduled for
collection. Includes company-reported delinquent, default, and no payments.

25 Based on company calculated data for six companies. One company did not provide Missed Payment data.

26 One of the companies has a limit on the amount of money that can be advanced, $250.
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Figure 10: 2021 EWA Percent of Paycheck?’
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COMPLAINT DATA

As part of the MOUs, companies were asked to provide information regarding complaints received
and their resolutions. Reporting companies may have had different criteria for what they classified as
a complaint. For this reason, the information reported below may not reflect a complete picture of the
issues or concerns raised by EWA customers during the reporting period. In this section, a total of
345 complaints across six companies that responded to the requested MOU information were
analyzed for trends.

Companies’ consumer complaints occasionally entailed more than one issue. Issues were interlinked
and not mutually exclusive. For example, an advance problem where a customer did not receive an
advance could also be classified as a settlement problem when the customer experienced a reduction
in their direct deposit because of the missing advance. In those cases, DFPI assigned the most
appropriate or prominent category to the complaint or inquiry — or in this case, it would be coded as
an advance issue.

Complaint/Inquiry Data Key Findings
Fund Transactions

The transaction point of receiving and repaying funds accounted for 67% of complaints and inquiries
from those who used the service. Approximately 34% of complaints concerned settlement issues
including claims that a consumer was overcharged for a repayment or the payment amount exceeded
the advance amount.

Advance?® payment issues accounted for 33% of claims that the advance was never issued, that a
consumer was unable to receive a requested advance due to reaching their advance limit, or that the
consumer was unable to access the advance request due to a technical or password problem.

27 The above chart only displays companies that presented the metric, “Money Advanced from Paycheck” as listed in their
quarterly EWA Summary as a ratio.
28 Advances to workers or consumers prior to their normal pay cycle.
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Other issues accounted for 19% of complaints and included incidents surrounding company-specific
products, rewards, and EWA services, such as referral bonuses or bonuses to link a new account to
the company’s advance payment application. In the case of one company, the EWA feature is part of
a suite of products that may be directly or indirectly impacted by an EWA transaction.

Unauthorized activity and potential fraud accounted for 7% of consumer complaints or inquiries.
Customers claimed to have unauthorized advance requests on their statements or that they did not
set up an account. The DFPI review of both the claims and resolutions indicates that most of these
customer claims were valid and the companies reimbursed repayments for fraudulent advances or
closed accounts. In a few cases, the EWA company worked with customers to verify transactions,
and the customers withdrew the fraud allegations. Further reporting may be required to clearly
distinguish between unauthorized activity and potential fraud (for security risk).

Employer-related issues accounted for 6% of consumer inquiries. Complaints included employer
actions such as notifying the EWA company of an employee’s leave, yet not informing the employee
that they would no longer be able to use the advanced access feature of the EWA application.
Another example would be if the employer neglected to inform an EWA company of a changed
payroll date initiating settlement prior to a user’s payroll deposit, thus resulting in an overdraft. All the
employer-related complaints occurred in companies with B-to-B business models. Problems for low-
wage workers who work variable hours or may have extensive periods of leave warrant additional
research.

Figure 11: 2021 EWA Complaint or Inquiry Types?®
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29 Based on 345 complaints reported by six companies.
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Complaints or Inquiries by Business Model

Complaints were nearly evenly split between B-to-B models (174) and D-to-C (171) models.
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Figure 12: 2021 EWA Provider Complaints or Inquiries
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CONCLUSION

These findings highlight early trends of earned wage access company practices in California based
on data from several prominent market actors. However, further study is needed to understand full
impacts to consumers. Additional consumer-level data on out-of-pocket costs, motivations for
increased frequency of use, and the consumer demographics in EWA use (i.e., age, race, income,
credit score, geography, etc.) would help the DFPI assess trends and risks.
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Case ID: 250801441



EXHIBIT C

Case ID: 250301441



IN THE PHILADELPHIA COURT OF COMMON PLEAS . attested by the
FIRST JUDICIAL DISTRICT OF PENNSYLVANIAe of Judicial Records

CIVIL TRIAL DIVISION 01 JUL 2024 04:02 pm
G. IMPERATO

COMMONWEALTH OF PENNSYLVANIA,
By Attorney General Michelle A. Henry,

June Term, 2024
Petitioner,
No.

V.

SOLO FUNDS, INC.,

Respondent.

ASSURANCE OF VOLUNTARY COMPLIANCE

AND NOW, comes the Commonwealth of Pennsylvania, acting by Attorney General
Michelle A. Henry, (hereinafter “Commonwealth” or “Petitioner”), which investigated the
business practices of SoLo Funds, Inc. (hereinafter “Respondent” or “SolLo”), pursuant to the
provisions of the Pennsylvania Unfair Trade Practices and Consumer Protection Law, 73 P.S. §
201-1, et seq. (hereinafter “Consumer Protection Law”), the Loan Interest and Protection Law
(“LIPL”), 41 P.S. § 101, et seq., the Consumer Discount Company Act (“CDCA”), 7 P.S. §§ 6201-
6219, and the Fair Credit Extension Uniformity Act (“FCEUA”), 73 P.S. § 2270.1, et. seq., and

states the following:

DEFINITIONS

WHEREAS, for purposes of this Agreement, the following definitions shall apply:
A. “Effective Date” of this Assurance of Voluntary Compliance shall be the day it is

filed with the Court of Common Pleas of Philadelphia County, Pennsylvania.
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B. “SoLo Platform” shall mean the website and mobile application operated by
Respondent through which it facilitates small-dollar loans between individual consumer borrowers
and lenders.

C. “SoLo Loan” shall mean a loan agreement between a consumer borrower and a
lender made on the SoLo Platform.

D. “Pennsylvania Borrower” shall mean any individual borrower with a mailing
address located in Pennsylvania.

E. “Pennsylvania Lender” shall mean any individual or other entity with a mailing
address located in Pennsylvania who funds a SoLLo Loan on the SoLo Platform.

PARTIES

WHEREAS, Petitioner is the Commonwealth of Pennsylvania by the Office of Attorney
General, with offices located at 1600 Arch Street, 3™ Floor, Philadelphia, PA 19103.

WHEREAS, Respondent is a Delaware Corporation that maintains a principal place of
business located at 555 West 5" Street, 35" Floor, Los Angeles, CA 90013,

BACKGROUND

WHEREAS, Respondent has engaged in trade and commerce within Pennsylvania by
facilitating, negotiating, and processing small dollar SoLo Loans through the SoLo Platform to
both Pennsylvania Borrowers and Pennsylvania Lenders.

WHEREAS, Respondent owns and operates the SoLo Platform, on which it facilitates
small dollar SoLo Loans between lenders and borrowers of thirty-five days or less in duration.

WHEREAS, SoLo Loans typically involve payment of a “tip” to the lender and/or
“donation” to Respondent in addition to repayment of the loan principal. SoLo Loan borrowers

pay the tip and/or donation at the same time as they repay the SoLo Loan principal.
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WHEREAS, under Section 201 of the Loan Interest and Protection Law (“LIPL”), 41
P.S. § 201, the maximum lawful rate of interest for the loan and use of money in an amount less
than $50,000 is six percent per year. The six-percent interest cap applies to all consumer lenders
except those lenders who are licensed under the CDCA, and who make loans in accordance with
the limitations and requirements of that statute. See Pa. Dept. of Banking v. NCAS of Del., LLC,
948 A.2d 752 (Pa. 2008).

WHEREAS, the CDCA prohibits persons from engaging in the “business of negotiating
or making loans or advances of money on credit” in the amounts of $25,000 or less and “charge,
collect, contract for or receive interest, discount, bonus, fees, fines, commissions, charges, or
other considerations which aggregate in excess of the interest that the lender would otherwise be
permitted by law to charge . . ..” See 7 P.S. 6203.A. The Pennsylvania Supreme Court has
established that “the effect of these two statutes [CDCA and LIPL] is that if a lender is licensed
by the Department [of Banking] in accord with the CDCA, it can charge between 6—24% on
loans under $25,000. If it is not licensed, it is bound by the 6% cap imposed by the LIPL.” Cash
Am. Net of Nev., LLC v. Com., Dep’t of Banking, 607 Pa. 432, 437-38, 8 A.3d 282, 285-86
(2010).

WHEREAS, the interest rate caps under the LIPL and CDCA apply to all credit-related
charges, whether they are labeled interest or not. In interpreting the CDCA, the Pennsylvania
Supreme Court has concluded that the statute “prohibits unlicensed lenders of under $25,000
from charging interest and any type of other or additional charge or charges that aggregate in
excess of six percent.” See NCAS of Del., 948 A.2d at 653.

WHEREAS, based upon its investigation, the Commonwealth alleges the Respondent has

engaged in conduct which violates the Consumer Protection Law as more fully set forth below:
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1. The Commonwealth alleges that Respondent negotiated and facilitated SoLo Loans
through the SoLo Platform involving Pennsylvania Borrowers and/or Pennsylvania Lenders where
the finance charges of the loan exceeded that allowed under LIPL and CDCA, due to the
Commonwealth’s view that tips and donations should be included in the maximum interest rate.

2. The Commonwealth alleges that Respondent engaged in deceptive practices with
regard to SoLo Loans involving Pennsylvania Borrowers and/or Pennsylvania Lenders that
included a tip and/or donation by issuing disclosures that failed to include the tip and/or donation
in the finance charges.

3. The Commonwealth alleges that Respondent engaged in deceptive practices by
advertising to Pennsylvania consumers that SoLo Loans are “0% APR” with “no finance charge”
when the loans included a tip and/or donation.

4. The Commonwealth alleges that Respondent engaged in unlawful practices in
violation of Pennsylvania’s Fair Credit Extension Uniformity Act, 73 P.S. § 2270.1, et. seq. and
the Consumer Protection Law, by directing collections notices to Pennsylvania Borrowers stating
that delinquent accounts would be reported to credit reporting agencies and would have a negative
impact upon consumer credit scores, when in fact SoLo did not report account information to credit
reporting agencies.

5. The Commonwealth alleges that Respondent caused a likelihood of confusion or
misunderstanding by misrepresenting, explicitly or implicitly, that it was legal for Respondent to
offer SoLo Loans on the SoLo Platform in excess of the rates permitted under Pennsylvania law.
The Commonwealth alleges that these loans were void ab initio and are therefore uncollectible
due to its view that tips and donations constituted finance charges exceeding the maximum rate of

interest.
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WHEREAS, the Commonwealth alleges that the aforesaid acts and practices constitute
“unfair methods of competition” and/or “unfair or deceptive acts or practices,” as prohibited by
Section 201-3 of the Consumer Protection Law, as defined by Section 201-2(4)(ii), (iii), (v), and
(xxi) as follows:

L. Causing likelihood of confusion or of misunderstanding as to the source,
sponsorship, approval, or certification of goods or services, 73 P.S. § 201-2(4)(ii);

2. Causing likelihood of confusion or of misunderstanding as to affiliation, connection
or association with, or certification by, another, 73 P.S. § 201-2(4)(iii);

3. Representing that goods or services have sponsorship, approval, characteristics,
ingredients, uses, benefits, or quantities that they do not have or that a person has sponsorship,
approval, status, affiliation, or connection that he does not have, 73 P.S. § 201-2(4)(v); and

4. Engaging in any other fraudulent or deceptive conduct which creates a likelihood
of confusion or of misunderstanding, 73 P.S. § 201-2(4)(xx1).

WHEREAS, Respondent agrees to cease and desist from engaging in the acts and practices
alleged above and shall not violate the Consumer Protection Law, the LIPL, the CDCA, and/or the
FCEUA.

WHEREAS, Respondent denies the Commonwealth’s allegations and denies that it has
violated any law.

WHEREAS, this Assurance of Voluntary Compliance (“AVC”) is accepted by the
Commonwealth pursuant to Section 201-5 of the Consumer Protection Law, in lieu of
commencing statutory proceedings provided under Sections 201-4 of the Consumer Protection

Law and shall not be considered an admission of a violation, 73 P.S. §§ 201-4 and 201-5.
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SETTLEMENT TERMS

NOW THEREFORE, having conducted trade and commerce within the Commonwealth,
Respondent agrees for itself, its successors, assigns, agents, employees, and all other persons
acting on its behalf, directly or through any corporate or other business device, to the following:
L Injunctive and Affirmative Relief

A. Respondent shall comply with any and all provisions of the Consumer Protection

Law and any amendments thereto; and, is permanently enjoined from any violation thereof.

B. Respondent is enjoined and prohibited from violating the LIPL.

C. Respondent is enjoined and prohibited from violating the CDCA.

D. Respondent is enjoined and prohibited from violating the FCEUA.

E. Respondent may not direct any advertising or marketing to Pennsylvania

99 C6s 9 <6

consumers that uses the terms: “no interest”, “interest-free”, “no finance charge”, “0% APR”, or
any other phrase that could lead a consumer to believe there is no interest associated with loans
on the SoLo platform. Respondent has represented to the Commonwealth that it has
discontinued any such practices and will not resume such in the future.

F. The SoLo Platform will be modified to prevent Pennsylvania Borrowers from
submitting any loan request where the combined tip and donation exceed the interest rates
permitted under L/IPL and CDCA.

G. The SoLo Platform will be modified to prevent Pennsylvania Lenders from
funding any loan request where the combined tip and donation exceed the interest rates permitted
under Pennsylvania’s LIPL and CDCA.

H. For any SoLo Loan involving a Pennsylvania Borrower and/or Pennsylvania

Lender, SoLo shall include any tip and/or donation in the disclosed finance charge. This may be
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provided on a Pennsylvania specific disclosure to the extent it differs from the requirements of
federal law or any other applicable law.

L Respondent shall refrain from making statements to Pennsylvania consumers
suggesting that delinquent loans SoLo Loans will be reported to Credit Reporting Agencies
where SoLo makes no reporting of accounts on its platform to Credit Reporting Agencies.
Respondent has represented to the Commonwealth that it has discontinued any such practices
and will not resume such in the future.

J. On or before the Effective Date, Respondent shall immediately cease and desist
from taking action to collect on any SoLo Loans, including any further payments of principal or
interest, where (1) the borrower is a Pennsylvania Borrower and/or the lender is a Pennsylvania
Lender, and (2) the combined tip and donation exceed six percent.

K. On or before sixty (60) days after the Effective Date, Respondent shall remove all
information concerning any balance on a SoLo Loan from the online SoLo wallet account of any
Pennsylvania Borrower.

L. If any Pennsylvania Borrower initiates a payment on a SoLo Loan after the
Effective Date of this Agreement, Respondent shall refund to the Pennsylvania Borrower any tip
and/or donation included in said payment. On or before one hundred thirty-five (135) days after
the Effective Date, Respondent shall generate and provide the Commonwealth with a written
report identifying any payments made by Pennsylvania Borrowers between the Effective Date
and one hundred twenty (120) days after the Effective Date, along with the amount of tip and/or
donation, if any, Respondent refunded for each.

M. Respondent represents that it has not furnished information concerning SoLo Loans

to Consumer Reporting Agencies. Respondent shall refrain from furnishing negative credit
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information concerning any SoLo Loan to a Pennsylvania Borrower or made by a Pennsylvania
Lender prior to the Effective Date of this agreement to any Consumer Reporting Agency.

N. Respondent shall not refer or sell to a debt collector or other third party any SoLo
Loan either made to a Pennsylvania Borrower or made by a Pennsylvania Lender prior to the
Effective Date. If Respondent has already sold or referred any such SoLo Loan to a debt collector
or other third party, Respondent shall make commercially reasonable efforts to call back or buy
back such debt, and provide written proof that it has done so to the Commonwealth, within thirty (30)

days of the Effective Date.

I1. Monetary Relief

A. Respondent agrees to pay the sum of Two Hundred Eight Thousand One Hundred
Seventy-One and 51/100 dollars ($208,171.51)(hereinafter “Required Payment™), which shall be
allocated as follows:

1. Restitution to borrowers in the amount of One Hundred Fifty-Eight Thousand
Dollars ($158,000), representing a portion of the tips, donations, and other fees
and charges Pennsylvania Borrowers paid for SoLo Loans prior to the Effective
Date that were originated at an interest rate in excess of 6% (“Restitution
Amount”);

2. Civil Penalties in the amount of Twenty-Five Thousand Dollars ($25,000) shall
be distributed to the Commonwealth of Pennsylvania, Department of Treasury;
and

3. Costs of Investigation in the amount of Twenty-five Thousand One Hundred
Seventy-One and 51/100 Dollars ($25,171.51) shall be distributed to the

Commonwealth of Pennsylvania, Office of Attorney General, to reimburse part
8
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of the costs incurred in its investigation, and shall be deposited in an interest-
bearing account from with both principal and interest shall be expended for
future public protection and education purposes.

B. Suspended Restitution and Suspended Civil Penalty

l. Additional restitution pursuant to Section 201-4.1 of the Consumer Protection
Law is assessed against Defendants and in favor of the Commonwealth in the amount of Two
Million Six Hundred Forty-One Thousand One Hundred Fifty-One and 79/100 Dollars
($2,641,151.79) and shall be suspended at this time (herein referred to as the “Suspended
Restitution”).

2. An additional civil penalty pursuant to Section 201-8(b) of the Consumer
Protection Law is assessed against Defendants and in favor of the Commonwealth in the amount
of Eight Hundred Sixty-Six Thousand Seven Hundred Twenty-Five Dollars ($866,725) and shall
be suspended at this time (herein referred to as the “Suspended Civil Penalty™).

3. The suspension of the Suspended Restitution and Suspended Civil Penalty are
subject to the following:

a. Upon the issuance of a final order by the Court of Common Pleas of
Philadelphia County or any court of competent jurisdiction finding that Respondent is in default
of any of the terms and conditions of this Assurance of Voluntary Compliance, the Suspended
Restitution, Suspended Civil Penalty, and any other relief ordered by the Court, including any
further restitution pursuant to Section 201-4.1 of the Consumer Protection Law or further civil
penalties pursuant to Section 201-8(a) of the Consumer Protection Law, shall become
immediately due and payable by the Respondent and a judgment shall be entered by the Court of

Common Pleas of Philadelphia County or such court of competent jurisdiction against
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Respondent and in favor of the Commonwealth, in the full amount of the Suspended Restitution,
Suspended Civil Penalty, and any other relief ordered by the Court.

b. A default by Respondent shall include, but not be limited to, Respondent
defaulting on, failing to comply with, or in any way breaching or violating any of the terms,
representations, conditions, agreements, or requirements of this Assurance of Voluntary
Compliance.

III. Payment Terms
A. Consumer Refunds

1. The Commonwealth shall use the funds paid by Respondent as restitution: (a) to
distribute funds to borrowers as the Commonwealth directs, and (b) to pay for costs
and expenses of any settlement administrator. After the Commonwealth or its
settlement administrator has completed the distribution of restitution funds to
borrowers, including making reasonable attempts to contact payees of uncashed check
and waiting a reasonable period of time of not less than ninety (90) calendar days, all
uncashed checks may be voided. Once such uncashed checks have been voided, any
remaining funds in the restitution account (including any accrued interest) will be
distributed to the Commonwealth to be deposited in an interest-bearing account from
which both principal and interest shall be expended for public protection and education
purposes.

2. The Commonwealth shall have sole discretion concerning the distribution of
restitution funds which may include determining the Pennsylvania Borrowers who
made loans on the SoLo Platform, the nature and amount of borrower payments, and

directing a settlement administrator to make payments to those borrowers.
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B.

3. Respondent shall promptly comply with all requests from the Commonwealth for
information in Respondent’s possession concerning Pennsylvania Borrowers that is
required to distribute restitution payments including but not limited to, borrower
names, mailing addresses, phone numbers, and e-mail addresses. At the
Commonwealth’s request, Respondent shall also provide social security numbers for
any Pennsylvania Borrower(s) for whom the Commonwealth or its settlement
administrator will need to perform a skip trace.

3. After Respondent has made the Required Payment, Respondent shall no longer
have any property right, title, interest, or other legal claim to the funds held in escrow.

Payment to the Commonwealth

1. Respondent shall pay the sum total of the Civil Penalties and Costs of
Investigation (the “Monetary Payment”) of $50,171.51 on or before the
Effective Date.

2. Respondent shall pay the Restitution Amount of $158,000.00 on or before
forty-five (45) days after the Effective Date.

3. Respondent shall submit the Restitution Amount and the Monetary Payment by
wire transfer or by certified check, cashier’s check, or money order, made
payable to the Commonwealth of Pennsylvania, Office of Attorney General,
and forwarded to the attention of: Debra Djupman Warring, Esq., Pennsylvania
Office of Attorney General, 1600 Arch Street, Suite 300, Philadelphia, PA

19103.

11
Case ID: 280300470



III.  Miscellaneous Terms
A. The Philadelphia Court of Common Pleas shall maintain jurisdiction over the

subject matter of this AVC and over the Respondent for purpose of enforcement of the terms of

this AVC.
B. Time shall be of the essence with regards to Respondent’s obligations hereunder.
C. Any failure of the Commonwealth to exercise any of its rights under this AVC shall

not constitute a waiver of its rights hereunder.

D. Travis Holoway, CEO of SoLo Funds, Inc., hereby states that heis authorized to
enter into and execute this AVC on behalf of SoLo Funds, Inc.

E. Respondent is and has been represented by legal counsel and has been advised by
their legal counsel of the meaning and effect of this AVC.

F. Respondent shall not, directly or indirectly, form a separate entity or corporation
for the purpose of engaging in acts prohibited by this AVC or for the purpose of circumventing
this AVC. This prohibition does not in any way limit the respondent from applying for and
obtaining a Consumer Discount Company Act license, or creating a separate entity or corporation
to apply for and operate in compliance with the Consumer Discount Company Act, as determined
by the Pennsylvania Department of Banking, or operating pursuant to other Pennsylvania statutes.

G. Respondent further agrees to execute and deliver all authorizations, documents, and
instruments which are necessary to carry out the terms and conditions of this AVC, whether
required prior to, contemporaneous with, or subsequent to the Effective Date, as defined herein.

H. Nothing contained in this AVC shall be construed to waive or limit any individual
right of action by any consumer, person, or entity, or by any local, state, federal, or other

governmental entity.
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L. Respondent agrees by the signing of this AVC that Respondent shall abide by each
of the aforementioned provisions and that the breach of any one of these terms shall be sufficient
warrant for the Commonwealth of Pennsylvania to seek penalties provided for under Section 201-
8(a) of the Consumer Protection Law, 73 P.S. § 201-8(a), and to seek any other equitable relief
which the Court deems necessary or proper, up to and including forfeiture of the right to engage
in trade or commerce within the Commonwealth of Pennsylvania.

J. This AVC may be executed in any number of counterparts and by different
signatories on separate counterparts, each of which shall constitute an original counterpart hereof
and all of which together shall constitute one and the same document. One or more counterparts
of this AVC may be delivered by facsimile or electronic transmission with the intent that it or they
shall constitute an original counterpart hereof.

K. Respondent understands and agrees that if it has made any false statement in or
related to this AVC, that such statement is made pursuant to and under penalty of 18 Pa. C.S. §
4904 relating to unsworn falsifications to authorities.

L. This AVC sets forth all of the promises, covenants, agreements, conditions, and
understandings between the parties, and supersedes all prior and contemporaneous agreements,
understandings, inducements, or conditions, express or implied. There are no representations,
arrangements, or understandings, oral or written, between the parties relating to the subject matter
of this AVC that are not fully expressed herein or attached hereto. Each party specifically warrants
that this AVC is executed without reliance upon any statement or representation by any other party
hereto, except as expressly stated herein.

M. If any clause, provision, or section of this AVC shall, for any reason, be held illegal,

invalid, or unenforceable, such illegality, invalidity, or unenforceability shall not affect any other
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clause, provision, or section of this AVC and this AVC shall be construed and enforced as if such
illegal, invalid, or unenforceable clause, section, or other provision had not been contained herein.

N. Neither Petitioner nor Respondent shall be considered the drafter of this AVC or
any of its provisions for the purpose of any statute, case law, or rule of interpretation or
construction that would or might cause any provision to be construed against the drafter of this
AVC.

0. All references to time periods herein refer to calendar days, not business days.

[REMAINDER OF PAGE LEFT INTENTIONALLY BLANK]
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MESSAG] TO HOUSE

Hebruar =, Lvai
nor Hoy E. purmai
Speaker oI tne nopuse o1
Harrizburg, Pennsylvani

My aear mir Speaker,

| have th¢ nonor ta sUbmMIt the ATTACNE] report COVering the
HULIVILE! OF SIN@l 1040 Companle  operating within the Common-
wealtr 0l Pennsylvanii aog emcwnere g requested by tne nipuse
0T Hepresentatives 1D o resoucior adoptes JUDE oo, coow

It aooinion o gxploring tne mewnoas ang
companie wne Departimen! ol BEDKIN] oas coueavace  w FIVE L
memper ol your gonorank Body o complet  picture oI the new ox
DONSUIMEY Creall oo LT eXISTE WIlhln our poracr: today

CLU ODHILY YEXRS: OUr DRALOL NAE pecr aXpanding its productive
sgencle | [ncreasing tne seope O AZeNCles designe o lena ror pro-
LULLIVE PUCpOses sz f resull productlnT oese oULsErippes cuvupwng

T10T undoubtedly depth ot
LIE wnich we ngve just passe: we mugy now
LUITL OUF ALLENLIGIL L0 TIE EXPANSION DI CUNSUINer Srednl

It 18 my nothing tne Legislatur cau uu wil
contripute more substantialll w recovery tnar bringing crean
WITHIN TR Erask wsasn NOT 00IF
MUEL SmMall 08T CoTpanie  oe ant Thelr cawer

ot mmierest kKept Within proper pounas bul ws mus, if we are w
sws = tHE public fully. regulate tne importan’ pusiness ol pawn-

broKing . o unc providée agencie v 18NA velwes
LnE gouwr UTNIT (MPOSE oo TRE SIMNAll 10AD COMPANIe oo THE pLuwy
LI'\"EI'H.E LIl I

mercial eenters 3ometimes N difficu!t to lenc

Uongequently n tne conciusion appenden w TLE CEPOYT FoU WL

oT The Lepartment or

wr ONIY L0 SMAl wen COMPANIE  CUT AISC W PAWTDTOKer! aou .
weer TYPE of agenc: wnier We have termed "consume: 018C00M
companie - puk uwave Blready oeer presenle Lo Lo House oL
Hepresentative: designe v regulate ame  ucense pawnbroker:
rostel the growtl oI creqit unwong ang provide 10T vne IMCOrpors
L1Or 0f CONSUMEr olScouni Compane

e nave also prepared = bl embodying
0T ATNAIL 108N COMPanIe wWnict Wil we 1N youl nana: today 101

study | wa happy Lo ve ae w 38y nave LILE
Il approva of

| hape tnat the report, wWnich 15 SUDMITLEC
will recelv: carern study trom the mempers oI ¥OUl HONOTADH
Body deslgne o Carry
[omE oI The report will pe incorporated oo 12w FIER

Very truly yuur:

LUTHEEF A HAERR.
Secretary ot Banking
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RESOLUTION

To of the
nouse pif Representatives 0T the
vommonwealtt of Pennsylvani

BE [T . That uu the twenty first day 0T JUNE.
Loe, TNe nouse ol oI Pennsylvani; adopter the
following resolutior sponsored by Messrs

wiereas, kany
ELa 10 mucnc OO 1AW FOVErTINgG Ccompame

[oan: . anc

whnereas. Notwithstandin the apparent peec. therelo . The
Legisiatur ona: rauen 1o zpac ahy lepislatior o thia subject,
therefore be it

tegolved, LThat the Departmeni of Banking ve directed wo mane
a 3tudy oT the conmition: unc L
panie; s:o bperaling 1n onif aung DUNEer STATe ol POUNTEIe:  al
Mast Feport (nereon . Tne nexT regllal sessuy II TNe HOUsE oL
Hepresentative: . together with sucr drait of |[efislatiol . 1=
usEme: ASCESSATY LU COrrEUl ueuviencies ane (Nequities m tne pres-
BT lawW,

Hezolved, 'T'hat a copy b this resplufior oe
Departmen of Hanking by the uniel ulerk of this Hotse

[n aceordganc with the apove resolution the Secrefary of pank
ing Nas UNQEITAKer .. BXtensive study of tne pusiness oo lending
woas; 1 PEMSYIVANL 1N swen 0T $OAN,, po 188, ac WEL az DLHET
form: of consumer credil.
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FOREWOR]

ilne problem 0T legialating vo wie SUP)ec! O (DLErest TALes IS
now new W Pennsylvani: nor 15 it comupe o this State  vommes
nave veer Writlen 10 CONOQEemnatot sm (0 aerenw 06 the taking
DI nerest  1ne problem 1F ss oo ax histor ol mandinge [t nas
Ueen B CULsLanL CONTIOVErs) velvwee e lenaer having eapita am
e porrowel desiring tne wo. 0I such capita. Lt nas veer only e
cently that the QISTINCTIO] vevwes 08NS IOF productior moe v
sUmMptior e recogmiize In this study we are coucerne only with
Thg JATTe] type ol [8an

Wi I0T COMSUmption are Lnciudaeq

PETSONA 10208 DY sman 1080 8¢ uceusee | pawnbroler’ oans,
financing ol mmstaumen sae:, finaneing the payment ot 1Msurancs
premiilms, MereNant: uvper Credl accvuny . Feall MRION wa &I00
banking nsuuuue  peracnal (oans A consumptiol 1oaD may ve ue-
uoeg @3 vae N Walen the proceed occ user DY tne porrowel To
pUrchasé ocwuan Arcigle 0T UF W PAY owawe PEFSONAI
obligatior 1t 1= distinguizh& rron o productlol 104n 1n oA (T =
ot user To creaw or enlarge capital

Legislatio; . tne sublecl of cunaune:s if it
I8 Capita phasi ot finaneing
by teasuvu Of THE exasien: 01 o VTV OENTE econuvmile uemsy  'Lhis
ueIEiN  AT1IZeS ITOmM NUINAL pecessiues a requirement: Legisla
Lor governing ang regulating permil toe
now ot INTC Lk CRANTIEI T weer Tne eXisting
deman (f it i3 to be sucecessful.
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HISTORICAL

SLALISIICE BNOW THAT ou ' DI LAE Paopl 0T ThiS COUNTTY ave
DANK Credall PrIor ©o T passap 01 spects legislatior restrichn
AUy FOVEITIING Lne lendimg oI money (n small amounts [oF oo

Tne Mempepers of this class wereé compelle | a-
ENEIT OUlY tvivuwioc, LU DOFTOW ITOm lenaers pperating oursiae tne
(R COMMONY rererreq 10 oc “104N SN&YKE
‘Ine rawe: charged by the ~10an Snark:s ° varied greatly Ine mum:
wawan B¥eLAE  Lale Charged by tnese lenoers wWas Loun DEr YEol
Thers smceui T0 RAVE DEEN N0 a hor-
cvewmws MPPRY e Fequirec wu pay LN tne investigatiol or specinv
wiwaws CALES O Lvuy DEr Veal were Not uwuwoennoawe  1LHese conal-
uon: attending one pusiness 0T [ending money 10 smnaid AMOUNLE
recerye ot police

viacial | CHATNEDE Agencle ar fANAly 0T wng leglslatun

Iln Fennsylvany ine legislature nrst attempted w regulate tne
SMIall i0aNE pusiness by the Act o wou approve May ... ows,
r L 21o ThiE a applicatior or

Uompany July cu, wova, 1c I8 L Doa LI
Lour! in thig case pasec 1ts decision v
constitute: special legislatior auc attempted wo l6gFANZE wapEe ae-
glgnment: wnawen was contrar] o tne estapneneq poliey ol tne
Commonwealt! |
In iwi: the Legizlatun passec nouse Bl o pes g bl

tiaus iF omawIul o e money wu LINEES BuCL
Property POSSESEI0 0T THe MNRQer Wno 1T Luer

= "reasonanie charge™ for storage 1This
ol a0 atiempied w ol wages L'his pill wac

veroed by LOVErnor Lehel oo the grounds thal it encroacne  upw
tne consttutiony Fight: of the inmviaus i prohibitin wans oo
unpledge personal property

Lne next attempt o legislate . the subjec! was tne ACT U
aor. APProved June o, 1vie, PO Loazy This 50t aUthorized an 10-
wrest charge of 0w per year plus an AGQITIONZ charge of vue-
tentt of the amount loane
AL g, WILICT LILEMSE Ehﬂ.rgEE BUFLICL L GO LE LML 10dans ot [IRELE ALY
w13 o charee of ¢L.0u cOWQ De exacter N A0ditlor 1O the AoV
‘TRIS HET WAS Oeclare QReohstitutlon: by tne Supreme woun of
Pennsylvani, on marer 1o, wric 10 THE caac

Younj s4c FA L awo  OETE aAZair au
CONSTITATE] i thal (t prﬂVidE'l: 0T an uulcacuw-
abls classification of lender .

‘I'ne Hrst of WaS Tne ACT
VU ao: BPPOVEC JUNE 11, o, B Loorvrs LIS aco parmitted i-
CEOSEC ) N aw O wour oo s 0O 1DAIVIOGAL

presser by lack of Iunds Lo meel Mmediate Necessitle Lhe rates
nxedq b}" TH18 STATULE WETE w /o per MOTTN we WOAIE O gy wa ese
and - 4 per month on Nans 1rom . 1vu oe ove 10D RAAITION an ex-
aminatior charge ol oLy was I0Ur MOTNTOS 01
IZANE UP TO w2000 Bl A pcan CHATEE w0 (08N8 N caveos DT guowan
‘1he Suprem:s uourm ol Pennsylvani new UNIF aci COMSTITUTIONE ou
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April ce. 1715 N UOE wawn LUMIMONWEAIU +- CUGE] sus FE DL
L=y, of the amount of the loans
W goun was B VALQ DASLS TOT CIASSINCATION IO
iNg e 10 3MAN AMOUNTE, WITh OF wWitnou 3security

in wvwio the Legislatur by tne Act iNo woa, approved June s,
toiy, £ L peo amenue THE ACT 0T wwiv By this wmenamen” tne
IMVEFESL THLE oo BH mmun UL pouu wa ron: WES IXed #t 54 v per
MONTD s &L 1ee 0T OTLREeTr charges woc prohibited

SITCE Ly1y GNETE nés weel e CHARE OF ATNENAIMEnt 0 THe 3Lal:
uLe At BVery sesson DI tne legislatore
amemnd this act by permitte; . oo
I eVery INSTance Tneg ace: IAlled 10 pas:

DPERATION OF BUSINES!

Act of Pennayivanii wc
Igsued by the Secretary oI Banking L1'hé ucense are 18sueq only
giter 5 caveiu investigatiol nas peen pawe 0T TNE COHTACLE]D @i
reputatior oI uie applicant: AT weasL vise cace YEAr e Secretary
o ni representative; maKes o. EXAMUOALIOI DI
Lhe AIAlrs O eVery ucense |(endaer 1n€ scupe 0@ This eXaminatior
weroia nul ONlY Tne [epA Aspect 0 The DUSINEs: pial takes intc
CONSIGEratlor ws. e mora obligatior
rowirny public ano society 1 general L1ne vepartmen’ will ow
permil o lender tg uae NAarst collection methods
vn delinquent poTrowers WOC are uuacn w DAY DY reasvn vl uu-
Wi CIe oTneY wain | Ghe DepArtmen! e

not protect apwe to pay nig just obligatior pm
resisi: every attempl ol the lender IC CCec
Loans are mads acl with or without secur-

ity L'ne greater portior Ui LI DUSINESS 15, DL wwwswe . COMPrised 0OI
loans maaoe or THE Seclirity oI noUsSenclo Turnmture Lo maxker el
real on tne seclrity or
in point of volume 1ners are ase IOWNS 00 LOE Seeunty ol per-
R0NAl property 3ULH no QIAMIONAS ang WEICNED, jomiy 0N INAUrANCE
policies, wans oL STOCKE snu wvonu | wud . 0F gomparativell recem
origin, oans maae or The security of o 3ingle nane nuw L scooy
teachers ang others having - permanent (o

‘INe NOUSEnoIq TUrniture oane are prabably
They acy muue on tne security of housenolg turniture ownea anc
uset by Tne norrowel deprived oI TNE wos 0T
hl rurmiture during A suuaw of cONSIAEY-
die wod: N thiz type 0T 1081 18 THE cacs WHETE o DOYTOWE] v
nig TUrnitire witnout tne Knowledge of tne [enger puu pectine! o
*skip " Ih tne largel citles T 12 o QIMCINT TA3H W weau the "skip
avoun I Lt accuuoe vecoiner delinguent wne TUFHITAFE consul:
tuting 1ne securits (= of DLl v v It 13 nm
customary for n Wril and have the furniture
selged an sul IOF geraul 1o e payment ot toe acceuwn [T e
lencer uoes seize The 3eclirity vu = 10an The proceed reallZed IFON
ITf S@le are seluon SUMCIENT TO pay TNE aucuun  wase 1N WILCT
Ine COrTOWEer 18 DI MNIS LUFNICUT iy tarc 10 wae
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wena COTIIIE 1O TOE BLIENTINI 0T tnl Deparimen! nas a porrowel
veer. deprived pI nis nousenold possession if ne
making pay and nac derantter bY veasou of cir-
cumstances beyond his contro. ‘Lhere arc
under wnier the porrowe. voluntarily relinquishe: possession DI
Ine turnmture statlsties in the Departmen! of Banking snow that
during tne year Leac 1D o wasc: OF & ToTal of 211,24% accoun. TNRE
DOrrOWEer wus compellg  w relinguisl nuuseno  furmture given o
SECUTIL] IOY 8 1040 and 10 wuo caser (ne oorrpwel voluntaril  sue-
POSSEESI0N  EIVED ac 3ecUrify vu o t0an L0 cuw-
nection with loans man¢ on the seeurits of housenold farniture a
SIHHL PErCentag of ucensee request the porrowel 0 furmsgh hte
InsUrance wnicr will protect the iender 1 vase of 0eaLH of TAE DOI-
WAL Dalans Wil e
el 0 NE 1nsurance policy tne coat pt s policy. wnen uwe
talned for The DOrrowel by the ucense . 1@ generally at tne rate
DI gL.wu PEE prun OT TRE 1 amount of the loan when the liability
Of LOe INSUrance COmpAany s LImited v e QRPRIQ Principa ez
i, Je.uUu PET giw COMPENY pevolue: AaDE I0T
B drnounl AQUAl w TIE Origing amounc o1 tie 040

‘T'he v MAKET 08NS o 3peciallze m by

panie ae lINITATI] KloOrrs rlar companie

IThe security on Tnese wan 18 The enoorsemer or guarantes by
veer WL pawan pELzUn AVINY ao uwomn  independent of thar of tne
DOITOWED LI MAny cacc: o DOTTOWE] Zoodi ITon
8 Mercnani Applie IOF o 04D IoY the purpose pI Paying suct good
and the merchani eRQOrse o gusrantees THE uvw UM MAany oans
1N Th1S CHEESIOCALIL BIE ouwes are eowere 01 FeCorg against unt

DOTTOWE] AL wo MAaKers Lhe cosy of this entry
by the borrowel anc CODSLITULEE o cos) B
charge I

rower 12 requiresc o turmish nIe mngurance for tne protectior of tne
lender ant the endorsers in case of death of the borrower. T'he
cost of this by the ncense for the bor-
vewer COINpare Wwith thar of sima Tl cuw
nection with

Licengees grantinmy weis ou the 3ecurity of real esLau INS1ST Thal
nm: au 2qQUity Lh real propert)
SUMICIENT 10 protect the 108D 1ne NoTtes vu (0ahs ol this tYPE ae
generally recoraen ang The cusw 0T recording anc
pald by Lhe DOYTOWE! wa a ChAYFe N 2Q01T10T w The Interes! IN o
sInal percentag ol unes Fequirec w Turmsh
LIe INSUFANCE weo tor the protectior of tne
lender and endorser

Inere are 3 NUMDEr oI ucenses; 3pecializing (n (0808 oo TNE oo
curity or automobnnes Recently ucensee wno formerl conune
their business t¢ household furnifure loam have enteres the tield

ot In 4 e ol this type It 18 The peheral prac-
tice for the lender to have a llen recorde

LI LOSE UL PECOTdINE suwor LI 1§ pa.wo Leey X ik
Ienaer noelas BUL P reeg if
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the lender aoes hot hold & dealer's Deense This cos) 18 paid by the
DOFTOWEl 1IN AQaitlor IO The INTeres 1nE majority ol ucenses
lending oo wie SECUriDy L AuuHnounes Feqrire tne porrowel 1o
furmsh msurance protecting the 1ender IN owvine vass: ORIV OFE s
theit ano single requirel LN ULILED

protectiol oo weruAnUOe
of the borrowel The eost of thiz nsurance varies pongiderably.
ne MINIMuUn charge BN au averag o goone 10E €031 O THIS
imsurance i& paid by the porrower snc (2 171 aQditior §o The 1nteres
charge

L0oans on the security or jewelry wie exceptional LD tnese veww.
security In nis possessio A descriptior o Tm

security ot CLOE DOCrwel

nAs NG COSL LI LIESE UL chargad
Loan; having o seeurity valw Dt e lnsur-

auwe POlicies valud oI other types oI

msurnace are (nfrequen A descriptior ot tne policy & written 1N
LN uwwe ODIZatiol s au assignment thereol x LAKED ac security
ine phnly this type oI war 18 The 1NTeres
charge

DLOCE LOE averay DADK will granl wsos on the securits of 2TOCKS
00 oouu, LRI UYPE DT couseral 18 not generally vuuaimea by o
gmall 0ans Act ncensee  LNe SToCKS v puuw WINCH are pledger
WILh weeoser e generally Uhbisted or wes securities whick oc
not nave o ready margel A colaterad rorn of pow 18 obamed 1n
wnicn Thng descriptiol of tne securities 15 WrItLen ana oo A381pTN-
menl 1y reguirec wnen the security 12 A stock certineate ‘1he in-
werest charged 5 tne only ces U0 The DOITOWE! oo Thig C¥YDe i loan

UNTL gquite recantly woenses reluseq o @Tan (0ans Lo UNIHAT
[I80 PErsons vu o 3ingle signatur 1ne nrg departur rron this
CUSIOm Wa&s tne granting or wsus w scioy [EACNETS WO L0 Many
o WEE unmarried Mani ucensce will foday gran! wan w
INQUVIOUAL o DHElY uwn sirnature; .
riec, regardles: or any security 1ne only
lENaer nas ror tne cepaymenl ol this type
Of TNe DOTTOWE LIese Ioans requird o very Carerul creal analysi
ot the applican! for a 10an AS 1n the AOUSeNnOld [Urniture 1oAns
U GIE oo-INAKEr 10A08, Many ucensec eglirée the porrower ta
furnish Ite msuranece th comnecuo With thig type of 10an

ine charges 10T recordinly aou sawusiaviv 0D JUOEMent: v rec-
orc, for placing O 40 AUTOILODLIE
and for the premimy oo hfe ingurance anc
e polecls BY ucensees sy oo CHATEE 1D
by authorit. or opinions wrcter by various Attorney senera,
I eacr (Mstance the Attorne uenera writing such an opinior nas
neiqa tnat sucn charees are ool within tne prohibitiol contamea 1m
Sectior ¢ of the Smal: Loan: Act 1n epite oI this very uemnniLe pri-
mto; that “no reer, noe:, 0r otner charges, plther 1h adaltlor
W v wa o PArl DI LOE avuyy 3PECIlle  neresi. sndl ve Charged o
gouecle UNQET any pretex! wnataoevel "
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RATES CHARGEI I[N UNDEL

‘The =mall LOoant ACt ae wow LN TOXce permits p maximum inier
es: charge ol 314 Y% per Mol cssuwasued uo Ul
waens  LNIE THLE 18 NOT ThE COOLTACTU Fale being charged 1n penn
gylvanl today oo 4l 10AnS el THE passap 00 TNE SNall LOATE
Agt tne Departmen’ nas roswered competition 1o TN1E ousiness ..
tne theord thal unresiricue competitior Wil reaws The priee ol
[LLRHLIES]

A sindy ol sratigtics showing Lhe rate chargs (n Pennsylvani
teday by uwcensec  operating unasr the smal L0an: Acel reveal
that as.15% 0of the tota wan granted o The
Vear Liod Carried .. CONLractT TaLe O oo prer-

1TNE acoompanying tagle NAs pesy pre-
pﬂ.l’Ed LO S0 LD WILAD BX Ll Eﬂmpetltl{)[ OHE lrecwe @ CEOULLIO!
I the rate of Interest chargec by ucensee operating unaer the
small Loan: Act

TAELE |
TARBULATIO! Uk LOANS LyRANTEL BY SMALL LOAM AOT LICENSEE [N FENNA
[} YEAR LY
Contract rate of int Neo of loam Amount of loan: ¥o to total loam
1% 2.09% 314 92068 M
116 % 1.0 08314097 L.
Fie Hha66 [ 30,537 .. 180
21 % 438634 6. 153,61 5.46 1.8
3% 114758 L.50%,466.08 2.y
314 % 2aiblyy 2T .0 601,14 DL
3 w-214"R auu 123.975.00 .t
81 -2 354845 1.981.197.64 L,
BT G.8581 L.BEE.466.0 2,12
Totals LFER T 54 AJ1T.50E. O LULLLH)

ine Yedr ipo. MArK; tne beginning of tne era ol rate reauc-
TIONE IT I Penngglvani: vwniu many
ueensee acc S0 0Arrying oe thelr poos! an wWhict will eventu-
ally o= tota wsse: . M the mMAajority or cases ncensee  nave re-
ad)uster Thel? swawineny au ChATgel 01T TNE vkl WOICL PrOve
o0 pe Lneolleetlie 1t PErE0OTE WID ANe wvin
pelledc to bor¥ow From this type of lenaer embod’ THAT cias: DT ow-
ciety wnerein une cuecu 0L ULE depression were musi Keenly ven
[t . 10 a period DI cuw-
SuCh 4= the country experience during the asi
sever: Years, the preanizations wniet had extenae eredy to this
group woul [[ELETSH h}" ceasuy O TRE ADEEIC
of eaYnihg POWEY oI LOFFOWET
unn tne beginning o1 tne year wvooo practically an wouer  pees
C{}I'HPEHE LE Cale 01 101 D O0er Tc
recoup Tite extraordinar. wsser sumeren during ine depression
sSinee ther, nowever, there has neer & markec tendency to volun-
tarily AS ID ANy OTher vusies . The (-
nanw in peel Laker by the
largel orgamzatlon: L1ne Smayel IEN0ers acc COmpelle W

Case ID: 250301441



LI

the requetlonsg 1n order to survive 1ne borrowing public nas pe-
wwnus FALE gonscwouw  Today the client of
“shop: aroung * T0r IWEI IDLEresSt Tates N LOE wewss ceosss U
wnicn ne 'shopé arounc ' winer buying mercnanqise

SLATISTIC TOr ThE year Luoc thiz timse
Heport: 0f EXamINATION: waw b thne Lepartimeni of Banking
show that lnteres! rates have during thi yvear peer IUrtner (o
uuger  ouae OF Gne In thl: nen nas during ooe
¥eal reauue (T8 YA€ on nousenor  furniture anc unsecirad loan:
LW oal AFSTerale e O ove ON Lelance Lo ¢ LULLUY AIOC &% oves
HErs 18 rrther eyvigeow wnal competitior ano aovunoant capita
auc bringing cias of DOrrower:

RATEE CHARGEI [N DI'HER STATE!

In apomuon o Penngsylvani: cnere are twenty -ocsrwa  SLALEE 1N
the Unite( s5tates WHICI NAVE enacu a Bpecial swaLule, LD TOE
usLuit DI LOE SInEl 10udn: ACT o Pennsylvanl | regulating tnt
DUSLIESS O lendlng wvue L0 53l swas 1NE vares charged unaer
nese a0Ts vary greatly as an exampl | 10 AJADSME TNe rate 18
Byve PEr yeudIl oI wenn 0T prw uy ese GBOTELE
revucer (08 rate rom 3l vwe e L4 we per mentn 1O wgow  INeW
Hampshir nas a rate of % per montt Undel o HAT rate Or an

AZQTEFALE rale LIETE ua. uave Uxed 214 v per
MONCH 48 & MAaXImuly , teo swaws WHICE naye NXe0 $Yv per moTco
aa Blevel 314w per

month sx & Maximur .

Lo Pennsylvani: wuuers uc oy BRjoy tne coavemene [ o COAL
el mortgage 1w LN twent} vwu 0T Tne TWentl -ovswe slakby NAVING
o LOCI O1 SIIAL Wl 4CL o CIALLE MOTTCARE 1MW uas oo DASged

It nas weer contrary o tne policy of
permil tne assignment oI wages (n Pennsylvani, Lenoer: oper-
ating ACL uv 0Ul . LNEr8IOrE . NAVE LNE uveuy
fit oI this very ot colleetloh 1n twenty nve ot

having small 10a0 avie The gssignment 0T wages
t2 permittec In the majority of uiese suawes LOE wap) ASSlIFHMent
can pe usea effectively by 1engerg operating nnaer tne vVAriow
small |0aTn acts.

In u guestionnalr auaresse by thig Departmen’ o une variou
slaes having SMal l0all avLs encr S wdhd [eQUeste Lo auvise
if une passaz 0 tne sman oan act nag effectively ellminater so-
caues "1pan snarks - charging exormiiant rawe:s Lt 18 signiican
LAt Alabamé having a rate or ws: TNAT L9y PEX MODLO FEPOYTE
that 118 act nas not elminated the "1oan sharis  Georgis with
1t8 Li4 s UKeW1s¢ Feports TnHay Le “lOAN SOATK:  OEve OOl e
BIIMUINATE. ant Lo The Superintendent ol sank:, woper L waOornr
ley 13 ATTrIoUTA 82 SLALEIMENI, aliter the reduetior of the mteres!
rale IF0M o4 v T0 o Ve N woow, LIAL LOE  ucensea s fegulated
COMpanit w.. Withdrawin * * ¥ leaving tne necessicous Dorrowel
to the mercies of the ynregulatec wanr nrr

[t 18 perhaps petrter tnat we ooy wwe 3P0AY DI raves (0 DLOEE
states To TN0Se sSrates uuc PErhaps o Iew
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venery DAVINE JEFEE couws W LLOUSLIL POPUIAEIOT simuar w
Pennsylvani:

In ~ew Jersey na: had 8 rather hectic
waroos PLIOT W ivsy LOE [MAXHDUM TALE PEFMITIel was o7 ped
montn 1IN Lysy Lhe rate was reducen G0 Lyeve pet monorn 6 o
meue AL W HEure antll woos 3t WHICH TIME it was increase
W ey ve per monun 1t 12 (nferasting w oow TNE Blec WHIGH TRE

CEAUGLIOL I raue: W0 1osp a0 OPen i
New Jersey Prior o wveay wamn outstanding m omsew Jersey ca-
cecute TWeOLY MINION: , LWO Years dropped

Lo [ess TRAY 31X muient: 1o otner woras, practically auy wngyer
nau or were retiring rrom pusmes: in ~vew Jersey Many of tne
orgamzation uceoso W e DUSHIESS 10 New Jersey prior w wwas
renuves  TRBIT puges w0 morrisvig . Pennsylvanii | woier = just

s v ) Jarsey’s capita . 1rentol | sm W
I*hiladelphi , wnere . the other siae
ang many HIL TOWNE [ soutr Jersey nmiew

Jersey pOrrower: caus Irom poinfs within a raams or fifty mues
Pennsylvani! ovwwee: au 314 5 per montn 1ot
L TACUITIE 1N NeW Jersey WHEere Liems
08NS COWA DE DULAINE AT The then legal rawe 0l L=« s per montn
wver thouglt wmew Jersey 010 wcrens (T Tate o0 aws v pPeI
mMontn in reoe, reslaent: ol thAat state 501 CONCINUSN TO wimasc TO
Pennsylvani: |1n oraer v optaiy wan: [t 12 esumawe  cnar during
TNé ¥eal rvot MOre tnal Y00, resiaent: of New Jersey crosse
trom Pennsylvani uceusee TotaL

N2 vue MUIET IoUurT
Lt 1z an vper Juestion wnecner 214 -« per momo 18 MAadequat
W otigug  COmMpanie  w expan thewr lending IAcuITIes 10 INew
Jerse:, ur wnetnel the conilnueq nfaus of porrower: mto Fenn
sylvani: reswits rrom the I3t thal o targe numoper or vew Jersey
COMPaNIE muved 0L LIl rale IgaucLiyl
tO pe pe 1D LwEy ANd ndve retawnec thelr Pennsylvani: wocation or
merged WILH Pennsylvanr companlé zaw have neld their New

Jersey ciientele

A developer In ywes Virginis wner
the rale Was cu 1T usy PO oye e PEY MONTE TO 2y PET mMontn
LD Lvol pt Huntingto | yem Virginis

18860 « DUNEN from wnicn we guon “Ine high rare engers
Heve NOUNISHNE; 0 yyes, YVirginig siuce 1vcs. wnen our otae Legis
IATUTFE reunuce [SLILIW TR R )
Iron avew L g% DPEY MONLE oo THE UNPASIC paaice vr 10aN8 UP
W pow, L'mig chang M tne aws virtually rorcea tne legitimats
[ENOCers oUT 0I DUSINESI @il SeIvedl 3 higl
rate operators - It slarct, vwoe the Legislatur of west Virginis
B4 Y% DET MONTH O cwew DL § LEM
press and 23 v 0N palance 1M caces: OF grou pUT DOT eXCeedin
houn

A passed I MISSOUT 1N wwar permitting ae
mreres1 charge oI 314w« per montr Lwi Years later I Loz ThE
HUL Wiy ancunue  redueing 214 e per monr
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‘I'he LeEd AT Nad nol veer D DRETALIOT 10T o sumclent lengtt or
time to ) of
of putstanding wam  As oo IRAICATION O The eaec Of GH18 rabe

reductior. it 12 note trony
Li4 QPFIOY U A0 Lood LNOSE (JCBENSE  lend-

practicall} enminater waiy 0T 4wy
ur having weec IOT 10818 17 SOIOUNLE Les:

TRAT prwn wae deprived of tne legitimatt avwew DI Credn amc
compelle To resorc oo tne highel rate enaers pperating oucsige
the law.

In MNew YOrk State a W wae passel (N oo: pErmitiinyg  aw
INTeres! CHAYEE 0T o Per MOnLr o, W0E0 gamuce TO grou =m
216 we pel MOl 01 petauce IFOM grou  w gow BLALISLICE ATE
not available ¢ indieate the eftec of this aet or the relative vol-

lpan; in that atate.

It 1= noteworthy that wes experiments 1m
OUCTICN Were ot E1LNer AT THE 2oy O TRE puoll period 0I Lva:
or 1n the early years 0T the depression, DEIOTE FECOVETY &N0 o
growing auunuans 01 capital broogh: m
other lending new

In vnie the rate of mterest permitiec = 8% per month and in
aOqTion an inspectior ree of e may w charged every Iour
MHOTITE UL WRIL O pamnum wr IS

In tne mtate of Marylan tne rate permittec 18 314 v per monurc

In the state ot a STATULe whier attempts to
regulate tne puamess of lending money 1IN swws UR TO govu LhIE
BCT 0183 MOl NowWever, , uur na it provided
cradil for the borrowel (n neeo of small ameunt: Thiz 18 evidence
by of the Ntate of

DT neenses  operating unaer tne Pennsylvanl sman Loan: Act
weaee 1N unestel wue Philadelphi soo ase of oeenses  operat-
ing unaer the Marylamw smail Loans Act

RATES ON OTHER FOERM: DF CONSUMEI CREDIT

In additi;m to the Small Loan: Act 1ICENEe TIETE are MANy
OLOEer AgEencl2 In SUPPI¥IN CUNsSUTNer creall
inese OLOEr: MAY oo 0IVIAEd 10 LWQ LIE v
Erour waky OIFeC] wam ainc 1ncludes pawn brokKeri, credit Unions
ang banking nstitunion with personal wan departments -ene
ULeE groul specilalize N eXTension ol credil 1 COImneEcuy Wit
the adle 01 mMekcnAndlse ang service g grour IMCIuges The
AUTOMonlE uuaiy COMPAny, the A0U=Senold applAnt  ruiaage cunn
pany. merchants fingneing thelr vwuy siies i NSUFAnce premiumn
TINANEE SO PEnLe

I The group making qirect weaye only the crean umor i= sap-
ject w 1ne rate ol Gharge wu
1EN3 L€ pawn proxer gu the banking instiuiy with tne per-
sonal oan department .. ubjecl wo toe Usury swatuue oI Looc
WIlch TIXea THE |egal FALe Ol MILErESL UL v Per A4lhulll I Fenn-
sylvani: . our make otner Charges agaimnst cne porrowel | oo provide
8 Mmetned oL repaymenl wWiLICI Lucrensy
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EIE sevun OOl 0 CONSUIMEr creall 3gencle  coomsen ThgT

CNEIT USINEEsE Ndy . that of lending
e LN wne uua ADALYSIE nowever, wne lending or o) 18
comparable Lnese Aagencle eXLeng

crean Ior Lo puipus UL pUrchasing specim  personal propercy
LOeSEe loenuned with this E¥pe ot fihancing coowens  that the
charges Ior suce m tne salling price ol ine
BELICIE W oo puanced aoe Fely on wne legal principle wnat seuwer
s BRLITRY Ire€ wu contract WIth DUOVEYE o L0 TOE TETMNS AN0 wuwa
QITIONS OT syie: 1Ne COUrtsE oave URAel ©nis contentlol anc for
TNAT TCason The puwmmmes 0T finaneing sae: 0l merchandlse nas
eXpande az w rawes Charged tor o type pt
eredu

LNE pawn Oroke: pperate 1n Pennsylvanii under - municipa
neens (0 Arst, seconu aone THITd clas: citles LhiR neense 18 pri-
marily . taxing uwceuse aoe Provide: o e 0F Bnabling tne
pOLICE vitcien O LIE VALIOU: CUTILIIUEILIE: LU GIecK WITH Lite paww-
DroKel ror stoien property Only n tne ity o Philadelphi  ave:
the licensing rates 1o pe charged by pawn-
proKers Ln tna city tne pawn oroker 18 permittec o charge ao
IMLETESL Fdle DL D PEL Yed! anc (0 daalusl o 5torage charge
UL exceCdlnl oy PRI OIOILL  Lhese Charges wiel reuucse LW oo
menthly rawe are equuvalent w 3lsw per
ower In licensing orainance aoe:

DAWT Tatorage

charge " only by the aiclales 0 fUS OWD cvnsciens e ATEEIPT 1E
maut by the munieipa

ol Lhne rates DrOKer: )
The Credl! Umior Act ir Pennaylvanli wae passet .. May zuo,
tyoo 'Lhls =sLaLule unosr ItE

provision: w charge & qiscount ol uye DEr ¥ear uw ouny repayable
IN IN3LEUMent: "Lhis rave 15 approximately equa w .o per monn
CAICIIATED . UNPAN wasaice LIEOIL UINHOIE wey COOPETALIVE -

TNelT smares LU Lt memoer WHETEDS o tunt
18 dRRUIIIULLHLE Tor Lie UL S (1] mﬂkln}é LIS W0 eI sr
Lredr L nions are BLIOLY RIUUpe DI persuois
EMPLOYVE 10 LOE e [BETOTY  scoou  weacners posta eIRpLOYee
and others having o vouunon uone DI ASSOCIALIOI OF o COTIMUNIL)
of mieres) paseq op employment, rracernal or religiond pssovia
Lor  Lhe TINE ang 2ervices ol LLE oucel  ogc .
QUAFLEr: IOt OPErating il vusrues ouoc USUAlly ootameo grati,
they oo eXempt Irofm Laxalior sue Tne Investigatiol ol loan: ang
eollectlon of 10ans 18 simplitied DF cveeows DI TNE clost ASS0CLALION
of 112 membership 'Lhlg Iorm M couswoce CPEADN 12 810 Bxcenen
suwaw OF Gredll TOr TNOSE W WHROIT 1T 1= AVALADE HICEe THE pas
sage ol the Act I iwoc fifty nimme orpanization nave oeer in-
porporated under 1t provision: ‘Lhe tota outstanding lean bal-
cwamene 0T LILE Créall uiton: operating unaer wne Pennsylvani urear
Unior AeGt ao 0 LICEMDET w1, Loeo wae rU0E,0E0.10 [t 8 readily
seou BNAt thig TOFM 0L CTEdIr 15 #L ThiE Time avalame only toa
smal percentage of vne populatior having neec 1ot loans 1n this
claggiticatlor
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some banking personal (oan oe-
the last two yvears [t g
if this should ne attributed w 2 1e8tn by the panks to furnish

E
tpans pf this type or L it attempts
for excesziv rash reserves Banks who have
entered thiz neld grani ans generally on the seeurity of two
BIQOTSErS OT ou Medl esmwaw  2qUity  Lhe INTerest .u the 108N 18

of o per Irom thc
1ace amount of sranted  teriodi
payments are Pequirec whict arc not eredited directls to the loan
RELGUULL | t0 u deposit accoun  ‘Uhe palang in this

deposit accoun 18 hypotheested as security for the loan anc tnhe
theory 18 lhat at the eho af the term of [he loan the palance n
the deposit sccoun 18 sumeient o pay oIt the [oEn

rne charge maot by panke in the personal wan departments
18 generally oy seounve A8 The DANKE aa a FUIE U Ut pay
NEeres! wu The pledger deposit accouw | the
norrower 12 gquivalent to oz e per month vr approximatell e
pEr MONGLD S0me (MSUTULON |, N 24qitlon Lo the oy per montn
alecount, charge an adqaitlona iee tor investigation of the appli-
catier or TOr swue Dther simulalr purpose This sdditiona tharge
suu PET poev 3T Tne principa

amount of the par ‘I'hig saditions tharge nerease the monthly

rate considerably charge plus the discount
I8 go.uu PET pawn 1T 18 2quivalent w . simple mrerest rate pr
LA per v Unpald vatance,

‘iTnere are tnree primar Iactor: o distinguishin the lending
ol mone; W personal wan departmente st banks from the money
lending opusiness conaucte gnder the small 0ans acT Banks are

MAY pe 1Wane , Wherseas
ucensee pperating Under the small wan: ACT ac 1MITed Lo powy

bBanks lend depositors rundas. BCT IICENSEes s
nor permifiec . taKe deposit anc can lend oaly thelr own TUnAas
vr Gapital ralsed by the saue pf BANK:2 |eno

DN TOE 3eCUrity or real =swaw o .o TOE Zignatur: oI two or more
, wnereas tne largest per-
rentag 0L TREe wam prantec anaer thne sSman a4 dye I

sacurity only tne signature pt
the borrowel .

C‘vhe automobile nnance pusimess siripped of ts camouniag 1S
gimply o 100 0 the purchaser ot Aiaper Enls

purchazer T4 OPTAIN THE wee JT THE CAF (M 3pILe 5T Che TACT TRAT
ne uoe: nor nave in tasn the tull purchase price Lnose sngaged
Ih Thif DUSIMess gy [OT adrmit the logie or tols interpretation [t
t2 their contention thal sinee the DUyer aoe: ool NAVE The [ur-
[H]F.F.14 pl’i(:E Il casi | THNEe Qegler AITANEEE w0 exsme TNEe AUTONMOoNIEe
0 MM AT a penta for = delimte time Upern
Lie completion 5T this rental ¢ONTract tne purchasel cnen QDTAIng
ownershif ol the car by payment oI - DOMINAL sum osually paan
Lie puance company purchases: the rental CONTract trom the fdesler
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upeD mscounty werm: mutually agreeabl | out 0w INTETEST TO ThE
purchase: BAs DI‘E?IUHS]} noLer l:].’f_lG COUrts nave 2USTAINSd wne 0OC-
tior of this procedure lor extending erean

lne terms of tne CONTract ror financing au
readils unaerstodc by The averdg (D0viaua Lhe ear nas a nxed
oenvereda Casn price wner o sawe 0L TNE CAr 18 T¢ De Loance
Lite Oedlelr auw: W LRLE price Charges wmer ne MNOWS 1N o vaue
ne Wil oe requirac w o pay ior discounting tne paper wWith tne
AU COMPANY 8 glse delld; st OF
INSUTANCE vu The AT 1T swne 18 LiEuted
10 Ore anag thett aog single InTerest colls10r  LWOUWME INTEFeS1 cw-
LIBL0r, CONVerslon, COonnscatlon, twornado, Dol anc Dhher remote
HAEHIUS #r¢ cuveren DY L1e IMSUCANCH POLICY TEQUIrer N v
LCESEL |

Liertair 1censee, under the imall 1pang ACC ot MOOeY oo CIE
SECUTiLl DI HULOIMODLES anu ul e Pequire
IDEUTADNCE vu THE CAT WhHher purchasing an ver througl o uwang
COLLPRILY v B LWLIOE PAFMENT conurzer The buyer &8 requirer to
have 1nsurance wnether ne want: it or not WUT comparigor orn
[ald 18 vaseu ul TOE WLA Charges ror financing woien INClua0e e
[NSUTANCE Ccusi D OT palances on sutomonues if
wag Tounc that tné charee recuve w simple
vu UNpalc vaswmnee  varec rotsiderably (o the varion: compame
A few lustration are in order

Flnancing o uvssguc UL osctmt o g asen, LEUCK 1T o CQIupany
18 equivalemt w o raie ol =+ % per momer Binancin o o
UIRLCE Ol o ngw DABEUIEET car 0 TOE omuas UODAPEAILY cusw  LILE
buyeY o.ox ' per monul FINAncIig o joul DAIBINGE UL B uBeL  Pibe-
ET{FAT Law uwsti THE DUYEl #.sv 7o Pr MmOntt 17 4DOLNEr COINpAILy
e cost ol financing o feu casaoe 18 eqUivalent w o.ic e per
montr rfe cos 0 fAnancing o sovy paiAG vu o8 usw war 1w
INIT) COMIPANY 1E 0.4 % LNESE FATes are those ol tne largel ua-

tionally knowr rcompanle LRUALICE e
highel @ BNE FEALES w. JBFEE1 oeuasce  AE WUWEL  Loe CHLER
chargec by tne amal wes acc generally
highel COMpANIE LIk eXample given

sneew 0T unanoee COMpPADIE  wilen anver-
t1se the su-cane: ‘pw plan " DEED DeEser

v & Twelve montk contract.

In oy vase o wues charges Ielude the "oedler, repgte © A
practice wnicr nas: CTOWN Up with
15 tnal whereby tne aeuler 18 paid o owe O mone oI sehding
[1g PUSINESs To = IPecIl uuama coinpan, o The Trade thid 1wem
15 KNOWL DY VArioW: g MCMNAIMY gdemer repate, oe:mer  (o-
oocve . Oealers pack he amount paid varies but 1& rarely les: thar
POLL L B COTNLEACT PRI U 18 #uaue [0 THE noane charges by
The uesiel 0 1IN aviny wvoowe LNE El’lﬂ.l"ge 12 reiuge ¢ The Q17er
. D Price am, TNe Oelvered price of The £8r
ln e1ther ca=e It (Derease Lhe cost of financing te the purchasel
‘There 1% no consigtency o the rate: charged ror finaneing sae:
ot nousencia appiiances Invesfigatic 0T 3petld cowwc DY TOE Lre-
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partmen! oI Banking wsciese cne Bnancing 0T .. sectric refrig-
BrALLL oy 2o LOY g UNRAELC waasans UL pSAY wvos o pEI‘ll]{J DI
equivalent w o monthls rawe of Lvse e
WHED calculdled. o The npaic vaance tne finabcing or a raqic
LSt pan L[0T w. ONPAN vmiano 01 yice uver o pEriod DI Twerve
montng whnien 13 equivalent w o« monthly rawe of L.z when cal-
CULlALEd oo LOE UNPRI0 vmiance Lne financing of air conditioning
equipment gost jao.on 10T au 0DRIC pawmne of gowe tor a perioc
ot equivalent o monthly race oL e 5w
anpais wwzoce  CLe FATe Charm ol The
Lie Hnancing 0l o uaseaws L opor, WOULD
oSt go.ve for o period of o equivalent o -
monthly rate or c.oosye Lne fNANCINE 0T « nationally &Anown tire
COsk gavs f0r we Unpalc pauang 0L gLLOY uver o period of Lo
week wilen 18 Bquivalent v - monthly rawe ot o.550 % wnen cal-
CwidLe DT The Mnpaic vamance

0 = report oo INSTALUMENT Cregit cusw: DY L Daron K. rosiel
ot oY appearing m
the Journal of pusmess of the University of Chicagr rawe: charged
Tor ﬂnanﬂinﬂ Certall COLrLiiciLE: LAKE o WIIE FENFE L8 TOUDW

ing scneaun oA
chargec tor this type oo ﬁna:qcm; LNESe FaTes ATe Dased on varl-
ATL1ONE: 11 Tthe amount ot Illlpﬂld LIle Term oI

repaymenl ine raves oave wvoon rcuuces W oe MOTEhL percencag
vagls oo OAPA Principa  wasuce
Monthly wan

Commodit Minimury Maximum
Refrigerator: BYL 3414
Farnitur il 2.4520 %
Hadin HoB B0
Aunta Tires 2.8 T LR YL
Stove 0% FAPL L
Mai Order Good: . LUEs T 9.0

0% 5.0 Fa

While I0 swviue caser mercnants who onane their pwno sales of
charge ror . 1n
Lie majority ot cuow. the races tor tinaneing the sae ol merchan.
Bi&, When carrlec by the mercham, cowpuare  WIth the rates
charged by estapusnen unaune: COTNPAN1e  '8W Mercnants are (o
8 Mnancia positior Lo carry Al INATAUIMETT saie: WIEh LREIT uwa
capital A mercnam 13 requirec ror competitive cwaowa O 52U
gond: oo The INETAUmEen plan auu =ive nc 18 O0L (D o positior w
o0.nls 0wl ﬁnanc:lng e BLTHIEE:R WILD caan wa sdewaw LRI DEEHIL-
1IZation: to purchase ni: paper
In recenr years tne Hnancing of tne payment orf INSUrance
premiling naz grown rapidly Lne insurance companle have ma
practically .. provisiol for ine payment ol INSUCANCE premiumns
{other than LIe INSurance premium:) vi Mstaumen plang oenc
CErTall BFencle nave UNoertaker v et che policy nolder o woe-
CALl percentag I Lne AmOourL 0T LILE [IIII'EIHIIIII WILLCT e val Fepay
by w peri oI Tme depending upur tne pxpira
tion aate of tne policy 1ne security .. 8 wan or thiz type 12
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nmitel 0 an ASRIENMENt TO TRE twang company 0T LIE rewuns
PTEMIUTY. vy « ‘vne tate of charpe for
thiz type of financing vare: similarl to other types ol finanein;
dependen apon tne amouni ol The premiuly anancea aund THE
length or wime permittec Ior PEPAyYMENnt wox cuinpau, Speclallz
Ing m Ttnia Type ol HNAnCINE Oelermineda 1w charge by e [olow-
ing Iormul  S1X pPer cen 8 oacaec B0 the tofa premiur, fron
thiz swn 18 uenuclea c% WHIcE represents TNE 0own payment .
LIE wmaiauc s Qlvioea 1Nt o egua . which
charge WNer reguve L0 4 CALE Dased DO LHe had-
mova 18 BQUIVAlIRTE W L.ora we per mencn L'h1E may e CONgloersd
uo CNE AVETALE raie

LICENSEE:

A pareIl HUrvey nas peen mEgs of
usement: ol ueensee  operating ACt Lhe
SMElL Loan: Act 18 entirely sinent .. thne guestion or advertising
L1t o Strict legal scwee The Secratary ol Banking nas, under the
present Act e authont o regulate or restric advertising by
noensee  Jperating onoer tmis sTatute
Lrne principa  wewwn 0T AQVErTISIN wiw wwrmopapes eithey
classmed or display sovertlsements anc
matripuce: Irom aeor o door A Iew ucensees nave adopter Kadic
advertising rne ucensee lending oo AULUIMOOLEE D ovsen wesons
. caras o¥ nanda puls by attaching tnem t0 casn
DN tne sireets or parking ots  Lhaplay sighs at tne oviwer of
licenges; pr oo bill boards are ISeC inD MAany .casce
[ =i TOW cases peer found to pe o
jectionable [t nas peer Thé am oI e Lepartmen ol Banking
advertising macver useo by sman 10an
acL ueenses Lo puragance of thig poliey
were 12156, misleading, teceptlv Dy wnii encourage borrowing
IO Impropel purpose Were criticizer by this Departmen! In the
yas1 Majority nT Lwowe TRE 1ICEMSAES NAVE COODErAte WILh tne Le-
partmen' 1 maintainint - higé stanaarc m their
It 4 smay minerit} 21 cascs ucenscs  0DYECTE L0 we Departments
assumptior ot authorit; 1o this respect auw reIusea o COOPErat
Probabl: in tne advertising ot
ueensee (85 TNe STress placet Opon TNE caoce DL Fepayment ol o
10an  Liitle eITOTT i8 Fequired oo DOTTOW MOIEY DUL TOE Fepayment
ot 8 loan 18 mever "easy "’ “pauy "
payments o1 - repayment .. easfy nslaument ' should pe aban-
uoner by ueensee  They o properly oe classiue  Under the head-
ing or misleading aavertsement:

SMALL LOAN: ACT

A searen of Tne mes of The Uepartmen! will wwscios complaints
o tne Secretary v Banking by vorrower: 1ne Departmen! maxes
a 3pecla [nvestigation oo recelvel IFON o DOT-
tuwor AT report of wnem [nvestigation will
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SIOW THRAL LOErE oux LWL Lypes ol porrower: represented by tnese
complaints

10k e UYpPE repregents , thoroughl, nonest maivioua wohc
rna: ooLalnecd % 10aN0 I good ralth pur throogl misrortune 1s un-
mule L Cepay mis pbllgpatlol 'I'ms arviaus |, i looKing apour to
m, g plansible cawwes IOF D18 TAUUR TO ew THNE TeTmMEs O THE
obligatior | ueciue: tnat wne high rave vl mweres) permittec unoer
Tne &Smail Loan:s ACT 1= Fesponsible 'Lhis 15 Dot Nowever, sup-
porter by THE IACLS 10 the vase Wher it 18 Ioune that a porrower:
delinquencey HALL
beyond N1z contro. tne Lepartmen! recoinment TO U 1ENAET
TAAT THE Actuunt e secue by Waivel ol accrues (NIeres! ang pay-
mielll 0T The principa eewsuws ohly Lot weensees nave COOPETATe
T0 The utmos degre¢ am. nave nvariabl? acceptec tne LDepart
LI LIese vase: LIE PAVINENT oI Loe pl"i‘ﬂ-
cipal wetsie only nas peer IGUDQ T0 o o DUTOET TO LhHiE type of
norrower ano eventuslly oo n IS

‘Thne otnex type represents porrowers wnc iue complaints wath
tng Uepartmen oi Banking i owe NOPe DT FeCRIVING asmisianc

n thelr payment oI o just obligatior 1nese
DOYYOWers are capabl of paying out reel thal by attacking tTine
raies of unoer the ACt they ce. vscape 101l

ment of their contracts Ln these céase: the lender cannot be Aske
ve COmpelle w abrogate thne terms 0f e CONTYAC LhNe DOrrowel
nas, however, at all uimes the privilege 0l TEFMINALI of the CoR-

Tract ana avoiding tne payment ot [k G-
vemin: , by paying om tne enuire phligatior
Lt nas weer majority or porrower; ohtaining

I0ans Iron peense  ehders au s¢ WIth tne TUl inderstanding of

the charges wnicr they WL ue reguired v pPay MOS| uccosoe

Uil o 3PECla eTIorT T0 eXplair w prospective

of The CONTratl swv ac L0 AVOIA ang controvers)

In thne payment of tne accoun Barsal) wa: a porrowel complaime
LIE AMOUNT WAHISE e was w pay for

the wse of THE money

‘Tnere are 1n Pennsylvanl N cawco: 0 350,00 persons winc
nAve pOrrower ITom ucensee oherating
Act During the period ot vuoe year rron July ., wooe w July .,
wwor The Departmen! or Banking receives o TOTAL O ou COMmplaints
118 represent: wuce cOmplaint 1or every

ANALYSE LICENSEES

Keports were opualne: Irom ocensce Operating unaer one =Smal
Loam Act for the nigcal year ending Lrecemper oo, Lwoo TNEEE
report: were optalned Irom uacenses operating aic OIICER 1N ThE
sale A TADUIATIN D wiest Feporls
gupmitted v the followin tables.
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TABLE [I
Loan recelvable outstanding—
balances aue L-l=3 .. . H1BULUNT .G
Loan: recervable putstanding—
balanees que 1zZ-si-5 . 3. 4%, 0031
AVerag 1odlls receivaie LUDE Yt S

Comparing tnese figure: with tnose ol previous year: we IIng
putstanding ouve wecrcuss  approximatel

3INg¢  Lecember o), t2ar Thiz 12 owe o

TNTE2E comow. MIFSt, tne dopression curtalled ugman IOY 1OADS w
purchase commoaimes Secondly, - consuaeramice part DI the ue

mana 1or 0ans was by pelsons winow during
ihe depression uu Feasonanie expectatior
that they wouw pe azuowe LD FEPAy TREe 10a71, and The companies
nenieq e applcation Thirdls. persona

1oar. departments by panks may nave taker Irom the small loan
Heelsess sunk 0T The Deter tvpes of 108ns
‘I'he maximum rate permitie; Acet
rennsuvani = 34y, per montn  STATISTICS BNOW. nowever thal
tne average raw charvec m Pennsylvani 12 c.or % per montr
In ranpk | ot tnE reporl 1t was snown that slighth more tnar
half of the loans recewvable putstanding wec being chargec o
Nat rate ol ssg v per montr wore specifically we.1ow oI the wan:
rece1vanie putstanding were mawe 4L - CONUFACT FATE DI 108: Thar
oy Ve pEY montr CLhis snowE that competition 1 this pusiness
or otner wconwi ractors 13 effecting a reauctior 1o tne 1NTeres)
rate: 1N Pennsylvant
Previousl im tnE ropor! U wae pointed OUut TOAT 1D MANY coos:
LHCEIBee  arv COMPpelle ©o walve mmrerest un accown  ehtirely
chargec . prafil ang wss there 18 o 1038 1O
the lendaer not Only ot the pridcips ca@ance uue DUT 8180 01 Ine
interest accruen . Failure to collect the sceruen inferest on the
profil ang oss avcownl  BOAQ QN TNE avcounr  WNErell - parl

all of reqauces tne collection rate of inter
pst considerabll pelow Loe cumeract tawe LD toon LIE average
collectlon rale ol ucensee  operating Ll
wag &.OUw PET IONTE LN ol permits -

Lenocwe W CRAYgE o MaXiImum Tate oI o= Y% Per Mentn the aver-
ape rawe ACLHALY vvuecesn s weae w24 e pRromon

When stated (D OLNGT TErmM:E, uvenses (T
the vear wwoc actually vouecweu oigoswe of e MAXIMUM YA€ per-
mitted UNAer e Aet LAE ZTOSE INTeTSS] conecwes Was I0Una To
Ve BLo0w DI LI AVeriay  CULLCHEL FHLE
DL oo v PET MONLr

‘10 delermine The wer EArningd 0oFf uceuses VAV eniou
may be adople  (wing o The Tacl that svae OFganization amc
pperated by naiviaual wnerell e capita nuctuates with the
uemang ol TRe Dusiness, and otner DFFANIZAtion a.c Dperate .
nranch omnices of nationsal ¢naine it 12 mpossible w J8TErMINE av-
curately tne acoual capita employYe UL wne pusioess DOD LS Fea-
g0n We nave adopted thne metnoa usee IR
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of public ntintle "I'hi: procedure HBSELS LYeSLe
Les ¢SO AL
e net earning , amounting v

&, U8 B1I6.Y  ynaoer wik: 3¥SLAITI DI COMPUtatiol Tne averayge o
parning: oI uecensee: 10 Pennsylvani Ior o€ ¥Yedr 1ood woix
found tc pe 4.84% . [t wil De note
Wwopdy¥,And,ppid.l  represent oo.icp Of the
TOTE maoews wused 0 Toe computatior to getermine net sarning
Thu: the mems ol casn on nand, omice bulding vwueo equip-
ey, gergrrey CHArges awe azavw  PEDPEsent
teme WAL tepe DL LIE LMW, msscws usce 1 wne COMputation or we
B
‘I'he following tanle nas pes preparec o BNOW TNe Nel earhing:
Of ucenses When classinec according o The rates ol Imieres)

chargec NOUE I8 maut DI COE TACT THAL 10 » ETEA wany .o
FICTTELT oy | poUK gL YAr¥in rale: £ such
Lasc by ene rate chaArged oo
ne oL wa outstanding ror sxample 111 The

Lilgse uvenses  wnerein tne predominating race
0T ¢charge 18 Three and oo hall percent per montn The wola o
wans putstanding 18 ¢11.7b04403 Di ths
LOATIS AL Tales wes: CNAN TNree and ooc NAIT percent per moncr
which total over vae milhion dollars .

LIk vow viace  CHAFEIN)  AgEregale rawg:
BRI toos omiee whiel nave voluntaril reauce their rates
LI TNIE ETOUP vAFYIN SEETEALE ruus a:c CHATZEl w. Wel ae NMAT
ravee O a4 v BNO ove vy AFETegall raves dre unest WOErell o
portior of @ loan balanee carrie: vue Yate ane the remainder of
Lhe DHIANG CAYFIe; o (UOErent TAte LNe Aggregate rawer IN cnec
In Tthig ZErou] weosw O %% TO sLuv, avs¥ owvws, B4 5 W pouu
2l ve wver, Bla% B0 o, 2% UVED, B4 % T0 41wy, o Y0 wvea.
Sy TL pLow, &¥ wyoy, N0 dw TC giwe, &% uvver U the tota
wans outatanding 0 wess DIHICEs 5 LSUUANKLD CHITIED o LLAL Uil
0I 2L% % per montr , ¢3.500,000.0 carre; g rate of 314 9p on the
nrst qrvvan, ANQ &5 0N THNE cacvea f LAUWAUKMEAN  CAITIE! 0 Ldlt
of v on the Hrst guwvan BDO 2% v UD€ cawveo. A TOTAL O gav,
ZUUMG carrier The AT rawe of 31w Lne TADUIATION COVer ThE
mEcul yvear ending wecennse oo, Lvou AS gTarec previously e
yeur 1po: Mardge: the beginning of the reduetlor 1h INTETES) rates
the ful emec of which cannot pe determlinec Ontll the reEport
10T TNE Fear L1vot aoe DADIALEC L'hese Ale NOL BVALIADIE AL Ths
time.

TABLI (I
Lpan Balance rercencag
mate  Lharge No of Utice Dutstandir met Barning:
L B LosE am, %
1% {ERBE WU
FiL] L =i p-
ha B85, 837.60 N Eb
3% LN AL 132 T
23 LL iUtk NG
Aprpregats 1 L nidi i i 1. W
Lotals 4Ty a7.454 .58Y. 638 B.44
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We have peer 2Nk L0 Dhtaln the percentage oI nen 2arning: n
owus O TNE OTNEY swswe: TOT pUrposes oI pomparizsor Lo Laok [V
we TUrNISH The rateé ol eArning: ae reported by 2ercain othey svaws

having Pennsylvani: smal Loans Aect (n
SUILLE i LiALL e rawe ol (nterest charged 1 tenn-
svlvani: .
TARLI [V

Htat Monthly rate permitte Hate of arning
Lonnectien 3% ] A1
Lllingi; 3l -2l T.40
Indianza 3% -1 7.4
Towes B -Bliw hik
MASSACIUSET] 3% .10
Migsour: 2Lsop B
Hhode [sland Bl oh By
Virgini: B4g Th (A
Wisconsin B4 -3 Wm0 %h K4
Michipar A% By

It wil. pe seer _ wne rate of interest permittec
e sgroing: of ueenses LD those suawve 1

permittec are 1ower thnan 1n Pennsayl
Vanli, TNE uvenses Festrle their pusiness accordingli 0 swew
i whnier 2% 5 13 The maximun rale endaers wil. maxe practicall
uw OANE DI wee tNED grovan By o 3¥8lem ot com aceounting
it ha= beer determined that loans of less thar pLuwvan wre anprofit
B oI mreres permrittec nas veer
Feguced to o point whnere tne sarning: .o the largel 0ans aoes
margit of profil to carry
tne porrowel desiring o wan of fovvoou o wese 1@ deprived o che
right to obtair & loan
In Leac A TtotAa of S38.H6: loans were
grante 1o porroweri DBy dividing tne toial 1oans prantec |nic
L€ eapense it 1E IoUna enal ThE Average cost for eacr loan for
Lhe ¥ear (8 pavwws A 104N 0T pow payable in cwelve equal monthly
BLIAIE AL UHE averay contract rate in Pennsyl
vani: . ‘I'hu: it will pe seen that u Lcenses woulc loge money if
TNE AVErage ®RINUUIll M U IDANS et worg PLUY  go lose LHIE V

will ot loans grante( == 0 amounts ana
PErCentage
TAELl V

Loan classihcatic Loanz granted LANE Erante

Mo of acets % Lo total Amount % to tota
F ooy or LESS rl.od 8.1 Sk, LT ¥
F ooy D paivan LlE.me Focf i B.oal17.410.04 1'f.452
pLvwy  to provam TABY3 1.0 WG L L Lh.k
gL T puura 1kl 34,7y 24.11,478.04 [, VR

Totals .. add, 34,0777 50,04

The total number of accounts granted 1N swae 0L pauvye wr LESS
comprises nearly vuve DL THE TOTAL numuer B waag Zrantec during
tne year By way of concras the volume of oansg in this classi-
NICATIOT Comprises wes: thar zove ot of the loans
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grantec Lnenterest paid on 0ans may wve compared to the "1are”
va a trangportatio sy3Leh  1ne amount DI The 10AT Lurnpsre
WILh The amuunt 0T TAE 1080 s TNE TUNE commpdre  WILHh e ais-
Lamz [ravelec At by the
amount of the Iogn anc the tne mMvolved LiKewlss at a niXed rate
by the amount of the load anc the dis-
tanet [t nas peer estimated that o ralroad 0Ses MONEY wu 300N
tEuLE UL sioce wig Tralll e Pequirec w STOD au dil SLalruu: Lk
additiona IAre OpTalned oo Tthe shorl nauls aoo: just that muen
LU LILE cwwvainan. b’F d
wnuer B wans DT ess ML powe auw JUSEH THAT mucn o o
cvrvaace v SHOUEH wo B BTG cuee accounting pasia ne womer
Ly [f tne revenue on tne |2rge
CArry tne overnead oo the Smallel wodll
nen ing eNaer umus) BIMINATE The smaner unprofitabl weaus

1ne oans granted during the year snowr h rapk V1 nave eer
security upon LELEAIE
1Ile percentage v, The Total 10ans granted nas
veen Iurnisne ror comparisor Lt wil ove nowee THAT TNOSE 10808
wnerell the lenaer nas practicall oo security wnatsoever, wnict
iz AW U7 oF the household furniture [0ans ang the unsecired
note 1ans, comprise nearly vwe tra of of tne
loans grantec

TAEL]l VI
Security Loans granted LOANS grante
MNo of AcoTs % to tota. Amount w to tota.
Househo! PFurnitury | .214.26 W T 31, 404,785.04 D
Unsecure MNobe 27.528 R LE-IE. T%- M i
Real Estate dE,5340 K4 4, T4, 254,098 n.TH
U Makel, Endorser i3 Bt | LinIH PR H- X AN Lit3
Automoble 411,4bH JLLE D00 9.
K150E I ERNeoT Ly, L 4,44 LZ2al4aEs Al
Tntala = ERLE DL LN
Lo uceuses  operating anaer tne
DAl L0an: ACt IOTeClose vy avvuwn, wien are delinguent vani
VII nas veer preparec 'LI'his tanie wil of wu-

counts and the balances Oue in Whnleh the 1ender acquired pusses
sion 5t the cougrera during i1eoo 1O swviuc vacce TNE DOTTOWE

voluntaril ne Ioung nimsen
unde th Keel up the payments 01 aon avcoun L0 OTNET woooc (E
noe NBCESSALY 1OY proceeding: o ootam
possesslc 0l The COUATEra Lo the ACCOMPAnying taoe we nave
separated those accuvun voluntaril
EUrrendere; |mdicatec by V), and those in

waz GOMpells inawcaret by o) Lhe

percentage  givenh represeni the ratio of the loang ir eact classl:
outstanding 1n
enc of the yeat
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TAEL] VI
Collateral LOaAnE grante LOANS ETADRTE
SUITEDAETE Mo of Acets 3 to total Amouant "% totota
YV-Houschnl BHurniturn L1 MDD Er A L] AN
V-Hen] Rutale 1 LEF 7.726.86 2UEN
V-automobile N1y M AN LZ3.1U1.1 4. 'f U
V-rliaceilaneot HY LAy o580, 54 L1y
U-Househol  Burnitun 24 AT 5.766.17 KTF=
L-Heal Estate il am FEEE.E BB
C-antomobik har fAL YR [ AL Y180
[-Mizcellanem 1 AU, L4534 e
Tatalz .. 1.65E &T8,616.46

‘I'he percentages snowil i LIS Laple may vt weeas PEAALY cuaa-
prehended if they are statea 1n - MITETENT Manner For example

twent) three accoun, 1M compelle o sur-
FENQET IUrniture represent o Fatlo 07 oue HCUDWILE T BVETY NI
thousand aeeoun. oatstanding o rurnt
ture. Uhé vne hundres in

voluntarily surrenaerea ni turniture Upor Oersun represent g
FALl 06 wvec BCCOWND LD BVErY 2lghteel nUnAre! accoun, LNEe ac-
counts  in voluntarily surrenacere
amounting w eight acvuuln,  fepresent o ratio
01 wae account 10 every thirty twt accous, outstanding 1ne nve
nunarec forty ceee. M

SEIIL o FATI0 O wae sttouny n every forty eight accounts This

SNOWE Thal I1or nougenold
furmiure nas v value whatsocvel as collateral oh a toan, Un the
other ranc the muovesy, , of whitt possessio
vau e E851lY readily saiapnle, provide: =

nesirank security for o« loan

It 13 Tare TNAl a4 uceuse 18 4o TO V0N 1os: by Teplevil anc
saie of collateral on o Wan laplk VIID nas peer prepare 10 2nOow
the amount and ratio of the procsad realizec from The Bale ol
collatera in [t wil pe nowet that in
o IMSTANCE uuer THE uveray AmMount recovered through vy sam
0l collatera equa we Tuli amount of tne obligation

TAEL1 VII
Crllatera. Amount due Procesd of eale Hatio
Howsehol  fornibure 26,166,405 1 H50.2 A
Heal Fatate L. Sun. T B.627.50 an.a
ANTowmnD Le Lt bElkL L 14 .baiks.g tnid, !
MLBCE]ldng ol LEEn.b JLINVILE B 'RR-L

0f opinicl - TO CNE AMOUNT DL ws:
entailec in In ‘rabk [X are shown the
lans outstanding and the ws: oo wa charged oI 10 the 1ast Dve
¥Year:s 1rne rati I one Labi represent: Lne percentage Ol Lne
isset charged om o thoe wans putstanding
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TARL] [X

Loans racalvabl
Year endiny outstandin LAOANS ChATES I Retio
LECEINDE] o4, L7a, RS, LD, Laftfl it &
Lecembel od, L. 45,622, 107,58 2o LIRS &0,
Lecempel oJ. Lires ahad Dl UBY, Eal L 8D & R
UeCempel 34, Lo a8 SHLGLE.5E LbEL, R 4,24
LeCempe]l oad, Lo i ST, ad [ T ) nld

[t was 1ound thal many l1ICCNSees PUrsue o Very COoNsServarlve
policy 1n chargity ol oncolectll svevuoe LRI18 @ uuue sv a
to show to the boarc of directors and
sTOCKnoIner: AR analysit of delinguent sceown,. 300WS TIAT ULETE
pig MANY WOANS ODOW CACCIE oo asacw WILCHL MUst eventually oo
charged DIT us tos: 1D Laple X are snown gelingquent weain CLASSL
Heg Mo TWO groups namely those wnicn are delinguent wen w

ninety days dehnguent 1N cawves 0I 0INELY
day: L'né ratlo snowr represent: the percentage ol tne TOLA.
delingquent putstanding (b uie respective
classification .
TABLI X
Lrelinguer
Lollateral o oC ooy day: Dellnguer .ews o days  HALK
Housahol furniture L Daid i £k DL T ey
Unsecure Note! Fi6.Th1. 6% FLDYE L KA
Heal Estate (LIS L2t 334t 4,44
LA MAKET, Bndorser DLt L. .
Automaobil T 14741307 2L
Miscellpnant BLow.1 Liy,lpd.e 3844
Totals 3. 7T86,431.20 8. L1840 h
Ln pUrposes ror wilchn DUITUWer uwe

pperating unaer the Penngylvani smai
LOan AeCr, ucenses were Fequeste w turmsh one Department
WIth a e purposes oI borrowin 1 nesse
report: coversn o period 0T mine montn: DeFinning (NOVEmDer .,
woon ano ending July os, wweo 1o raow XI
classimeation: of purposes of borrowin use: 1D the $alg repord

loane ] o
ratlo wWhnict (T wane during the perioc
coverea by tne repon

TABLI XI

rurpose ol borrowing Ratio
L PFood Lt
w  Llothing . B.5n
o meqc: |, gemia anc hospital o 1LY
4. PFUNETra capcuacwc .14
3. Fuel 3.3
b, Purhitan w.hl
o Morlgages oo inueres £.1h
8. ‘laxes B
4. Hent Lo
v HEDRIY L real eSTATE DWINEI H.H6
1ty MoviNng capoiss LA
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1z Yacation anc travel Bt
1d  Edugation L.Bi
19. Assisl relative £.44
1. Llnsuranc L.
It Fuorehas Live stock o
Ui Business heeds iU
o, PRy pnooowner Small LOAR ACt neense JR1)
vr. LAy oI EOT RS | i
e PAy un nuscensneouns Crewiuor TR
£1. Apcounts renewel for balance: Lo
L Lnvestmeni B4
£ AULDITICH purchase Ll 1}
) klizcellaneol .44

A @urvey nas d150 ween maa TO (eTermine tne occupatior ot
e porrower Uné pocupations nave veer classined 10t geners)
UrOUpE o tnalcatec In rapk XI1 In

of
il eacr CIASSINCALIOl TO the tOLA Aamount 1oaned during the per
o0 coverea by e pepor

TAEL] XT.

Lceupatio Hatic
1. bBXeeutlve By
d Ullice anc Cleriea. 14,5
4 leacher 4,51
4, =ales Person 0.
a  Lomestic CAhuz
b, Skilied Mechanie B
i.  Unskillec laborer 13.14
1 'rofcssions 2.0l
Y. LOoOUsse  BECTL: and BMIEEIMED 4.1h
ik Hetail mercnam =y
L1. Parmer: 241
1¥. Miaceliansny N

CONCLUSH)

l'or generation: Tne uneer swawes nas peer bailding op one
MACNINEg Tie WOrll nad cver scce 10 A
avallaple ana to capitalize tne (ventive genius ot vue peopli . une
Inrmense WegItr of NATUra iveuwivea, ThE mtelllgence, mdusin
po BOLULTY v Wi WorKing peopls. nigy credil Amencle aave dect
organizec . Hnancing ohng EXPANSION ain pro-
ductive mechania
LConsumptioln nas wesr neglectes Througl mawuscripuuoe  of
Lo HOO B JACK DE CLeQIT LACLILE | Lt ol
Keep pace with Lhe ever eXpanding pro-
dquetior of commodities 'Uhis 1, o QOUDT, e 3f The maladjust
MEHNLE OF vwe Srvnoin OFEANIZALION LOWL CODLIIDULES Lo LOE Fecur
ring periods oI GEN&TION L0E COURLFY 18 DUW EMMErsing INCI Lis
wors! depresalon I 153 histor, ana WISOQOIL mivd COLneuugnn seise
Oeman TSl EVErY EITOrT ue Insue U sUPPOrt iy ERIATEE e wen
Bra purchasing power o tne consumer i preven! underecnsump-
uol rron retarding recovery ana perhap:s hringing apout another
geriation
under the leadershiy of the rresiaen 18
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the socia Security Act of the reqera
oLy DT LNe VAIOWE suaue , througt maxi-

i ) WAZE 1AWE, THE tereas 01 WOYKMEN':
compensation wveneu . the enmination of chile labor and the
sweatshor But . vital 2n0 benenclal == they

wav, GHILNOL wiom ACCoMplish tne nesire enc

Lonsumers must pecazionally porrow 0 nee UNEXpect?  cince-
Fenale . W BOQUITE P00 s SECVICES Lat cao e pald 10Y
by 10w 1ncome groups only 10 INSLAIMENtE QVEr a Perioc DI clme
‘1'0 that suy, consumer crean agencie | lending av reascuas  cuue:
of oweres) . must v developel s eXpande

It 18 esnnates that oo per cent of tne populatiorn canoue ool

. MOL pecause O ANy meK oI honesty
ve FOOC LALTH, DUT pecaws Chell econcinr swilue Prevents 1nem

rron furnishing DI Lot
type requirec by ac 8 DASIS OT security Ior weauw

wLog1 0T ThIE oo per Cent SNOoUld (¢ diae TO ODTAIN Creail wo LI-
Prove Thelr nuing | goodl , o pay physiclan:
DILIE g, . O L ee BOY OF TAE TOUUBHIC s we

emergencie wmer congtantly comiront ene Average Tamily
1ne Legislatur | o zeeRing v provide agequat consuiner creull

snowld pe guided by twe pasy rules, tne [LLELs |
¥1 BXLOTLIONIAW LILDErest charges muL TILE LELSE
aflowed Tust o suthcient to permif w IHIT

reLurt oo hig Investedg capita
txperiencs nas SNOWR thal (t 18 mpoasile w AEPLY wnc LUTSL
rule wilnou euwse gmploying the secuom 1N Legislatur wner it
euacu Tite 5mal Loan: Act of Pennsylvanl o Loae, a3 evinence
by tne preamble to that statute, resuze tne futility or attempr
Ing merely w prohiki tne lending of money AL Ne BXOrLLAIL
raler charged pOYrower: prioy o THE passag O THLAT av
In oraer to put o 3toP to the lending of MONeyY AT excedsiv  CALES
IT wran LECessary W omiviuv legitimatde eapita mte the pusiness of
lending money w sopply The ueman wnicl then gxiated o AT
LI T 1% NeCe3sary ©o Omer o [alr rewurs oo
suce capita rsk mvoivec [t waz only
througl the estapnsnmem of legally operate sman 10808 wuuw
pANies tnat TNe 104N SNAFE” wee gradualll enminatec Alter Tne
that they coux obtalr 1oan at a lower rate ot
inerem trom legitimatc (encers, the ~10an snary - way linally
forced to withdraw fron the state
Aet uuw D Iorce in Pennsylvank ucense
wenaers are permitted w charge up w o4y PET cewn PR TIHILE o
uﬂpﬂ.lﬂ LELLELICE '1'h1z ﬁg'l]_'['i wan ﬂﬂﬂptﬂ b}? Iy n; sbaves DL

ne Unior wo The pasis of sag
Foundariol MAany Yeur: au
AL [ILetdat ,

0N was entirely ciTerenl tiono nOKIErs were recgiving o ang
sucLaue o PEr cenn o thenn holding:  wovernment  Ieqera,
SLALE =L OCAL e W DAY Ul W% BIC o PeY cew 10 ODTALLD 10wl
NMONEY wae SCLFLEE HIK vt pay dearly tor 1t
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Today tnav sivtautiol uve:s ot exIst BOIYOWer for productive
purpuse sac Dbtaining ranas rrom the panks anc the general pub-

ne av extremely wovernment obligation: ae
selling av o premiumr ana paying in
histor

[t iz time that the mterest rates pu loany for consumption pe
reaucs N accorqanc with the trend in the money markel WILE
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Executive Summary

Online lenders offering earned wage and cash advances primarily through cell phone apps have proliferated
in the past decade, with companies claiming that existing credit laws do not apply to their products. As a
result, consumers have not been made aware of the true costs and potential harms of advances. Research by
CRL and others has demonstrated using these fintech cash advances leaves many consumers worse off—
paying high fees for small loans, increasing their risk of overdraft, and having to reborrow paycheck after
paycheck. Usage patterns, associated harms, and revenue generation models of earned wage advance (EWA)
are similar to those of traditional payday lending, but EWA borrowers can be even more easily ensnared in a
debt trap when taking out loans with a few taps on their cell phones.

In 2024, regulators and legislators across the country have been barraged with lobbying from the fintech
advance industry aiming to create loopholes for their high-cost loan product. While some banking regula-
tors have recognized fintech cash advances as credit products subject to their laws, state legislatures have
been flooded with industry-backed bills that claim that these products are not loans and should not be
subject to state credit laws. With the release of a new proposed interpretive rule, the Consumer Financial
Protection Bureau (CFPB) clarified that EWA advances are consumer loans subject to the Truth in Lending Act
(TILA), which allows customers to compare options by requiring lenders to disclose the cost and fees. Going
into a new year with this guidance, state legislators and regulators should strengthen and enforce their own
lending laws to protect consumers.

This research report provides an update to the Center for Responsible Lending’s recent publications on
earned wage and cash advance, Paying to Be Paid and Not Free. It offers new research insights and explains
recent regulatory developments at the federal and state level.

Key Findings Include:

1 Many EWA borrowers are trapped in a debt cycle and the heaviest users drive the business
model. Repeat use of advances is common, and high-frequency users accounted for 38% of users
and 86% of advances.

2 Earned wage advance use is associated with increased overdraft fees and payday loan use. For
EWA users with overdraft fees or payday loans, the majority saw the number of times they used
these high-cost products increase after taking out an advance for the first time.

3 Consumers across states are experiencing similar harms. The 18 states we analyzed had similar
patterns of repeat borrowing, loan stacking, and overdraft use.

n A Loan Shark in Your Pocket: The Perils of Earned Wage Advance
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Current Policy Landscape

Federal Level

In July 2024, the CFPB issued a proposed interpretive rule confirming that paycheck advance products are
subject to the federal Truth in Lending Act (TILA). The proposed rule affirms that paycheck advance loans,
regardless of their characterization by lenders, are credit products subject to TILA disclosure requirements,
and that tips and expedite fees are finance charges. The proposed interpretive rule rescinded a 2020 adviso-
ry opinion published by the CFPB, which exempted a very narrow class of EWA loans from the scope of TILA.
This earlier advisory opinion was misused by EWA lenders to mislead state legislatures into believing that
the CFPB had determined that EWA loans are not extensions of credit subject to credit laws. The substance
of the interpretive rule was supported by a robust analysis of millions of transactions furnished to the CFPB
by eight companies that issue EWA loans.

This rule provides much needed clarity around the regulation of these credit products and gives
consumers the transparency in costs that they are entitled to but have been deprived of to date. The
proposed interpretive rule and findings provide expert, well-reasoned analysis and guidance for state
regulators and lawmakers grappling with how to apply existing credit laws to EWA. During the open
comment period, CRL submitted a joint letter with the National Consumer Law Center praising the CFPB,
providing suggestions to strengthen the rule, and highlighting anticipated evasions that may require
additional rulemaking and enforcement action.! Over 160 consumer, labor, civil rights, faith-based, and
community organizations also submitted a letter in support of the rule.? The attempt by EWA lenders to
claim their advances are not loans mirrors that of the payday lenders, who long argued that they were
only making advances, not loans. The Federal Reserve summarily dismissed that charade, holding that
payday lenders were making loans, and these were subject to TILA and other credit laws.

In addition, industry has backed a bill in the House of Representatives that would exempt EWA loans
from TILA. That bill has not advanced to a floor vote.

State Level

Our 2023 policy brief Paying to be Paid: Consumer Protections Needed for Earned Wage Advances and

Other Fintech Cash Advances offered a detailed update of the state regulatory landscape on fintech cash
advances. Since that time, industry has continued its efforts to gain exceptions to lending laws in states
through legislative advocacy as regulators and lawmakers have considered how to regulate these lenders
under their state credit laws.

This year, several states with strong consumer protection laws took steps to clarify, enforce, and maintain
their lending laws in the face of industry pressure to create loopholes for their predatory product. In 2023,
Connecticut confirmed that its credit laws apply to EWA products through both regulatory guidance and
passage of a credit code modernization law, and Maryland issued regulatory guidance confirming that some
EWA products are covered by its consumer laws.> Connecticut’s new law went into effect on January 1, 2024,
resulting in a shift in the marketplace there, with lenders offering only products that comply with the rate
cap for all small dollar loans in the state.* In July 2024, Maryland opened an investigation into EWA and
requested data from several EWA companies on their operations; the stated aim of the inquiry is to enforce
existing state laws. California continued consideration of its proposed regulations that clarified that EWA and
other fintech cash advance products are loans.

oacter203¢ I oo oeiiaa



The 2024 legislative season also saw industry-backed bills introduced in states across the country, and

three additional states passing industry-backed EWA bills, joining Nevada and Missouri. South Carolina and
Kansas codified the high-cost business model, permitting various fees, subscription charges, and tips—with
no cost limitations—and adopting the legal fiction that EWA is not a loan. Wisconsin also passed an EWA bill,
authorizing limitless fees and tips without declaring whether EWA is a loan under its laws. Like Nevada and
Missouri, these three states still allow traditional payday loans with triple digit APRs and have generally weak
consumer protection laws. Thus, the bills simply add another triple-digit APR loan product to the payday
loans currently permitted, and therefore do not undermine real-world consumer protections for borrowers
under the law of these states. Lenders in these states must still comply with TILA disclosure requirements per
the CFPB proposed interpretive rule discussed above.

Additional details on the state regulatory landscape can be found in the updated policy brief Paying
to be Paid: Consumer Protections Needed for Earned Wage Advances and Other Fintech Cash Advances
(October 2024).

Methodology

In a previous report on earned wage and cash advance, Not Free: The Large Costs of Small-Dollar Loans Made
Through Cash Advance Apps, CRL used a mixed-methods approach to examine the costs, usage patterns, and
impact of taking out cash advances. We analyzed financial transactions data from a panel of low- to-moder-
ate income consumers affiliated with SaverLife, a nonprofit that uses technology to improve financial health.
Additionally, we did a three-week qualitative study in which 14 participants used an online discussion forum
to answer questions about their experiences. Our findings showed that consumers using direct-to-consumer
EWA experienced more overdraft fees; took out advances repeatedly, with many taking out an advance on
the same day or day after making a repayment; and paid an average APR of 367% for small loans.®

The analysis in this research report builds on CRLs previous research on EWA. Our previous research was limit-
ed to a subset of consumers within the panel and focused on five direct-to-consumer lenders. In this research
update, we use the same financial transactions data but expand our analysis to include a larger sample of
consumers using both direct-to-consumer and employer-based EWA, and more companies, across a longer
timeframe from January 2021 through June 2024. EWA users were identified by creating filters for deposits
containing company names for 10 direct-to-consumer lenders and 10 employer-integrated lenders.®

Table 1. Total Advances and Users by EWA Type

Total Direct-to-Consumer Employer-Integrated
Number of Advances 214,093 171,002 43,091
Number of Users 5,848 5414 1,066

Note: 632 users used both direct-to consumer and employer-integrated EWA.

This latest research corroborates findings around repeat borrowing, loan stacking, and overdraft fees while
providing novel insights into concurrent use of EWA and payday loans. Additionally, we look at 18 states that
had at least 50 SaverLife members using EWA to understand impacts at the state level. We also examine the
fees and tips users incurred with one direct-to-consumer lender that uses a tip-based model, Earnin.

n A Loan Shark in Your Pocket: The Perils of Earned Wage Advance
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Findings

Many EWA borrowers are trapped in a debt cycle and the heaviest users drive the business model

For many workers, earned wage advance fails to solve

their short-term liquidity problems, but rather traps them D 1in 3 users

in a cycle of debt. Consistent with the CFPB’s recent data ‘\3_;/ reborrowed within
. 000

report, we found that a substantial share of users took out fmj 2 weeks at least

advances every pay period, with 27% of users taking out 80% of the time.

25 or more advances per year.” For one in three (33%) EWA

users, 80% or more of the advances they took out were

followed by reborrowing within two weeks. As many workers are paid on a bi-weekly basis, this suggests
that receiving a reduced paycheck because of EWA necessitated taking out more advances in the next pay
period. This is how payday loans work, with the initial loan being rolled over or renewed multiple times.2

The success of EWA companies is predicated on the fees collected with frequent and repeat advances that
create a debt trap for borrowers. Although business models vary slightly, lenders earn money through a vari-
ety of fees including transaction fees, expedite fees, and subscription fees to access services. Most compa-
nies charge a fee to transfer money instantly—ranging from $0.99 to $25 depending on the size of the
advance—which capitalizes on most borrowers’ immediate need for cash. Several companies (Dave, Earnin,
and MoneyLion) also solicit tips from users of up to $13 per advance.® Previous research from the California
Department of Financial Protection and Innovation found that tip-based EWA providers received tips for
73% of all transactions.’ By imposing limitations on how much can be borrowed in a single advance, while
allowing more than one advance per pay period, lenders force borrowers to take out multiple advances—
and pay multiple fees—to access more money. The business model capitalizes on most borrowers’ financial
precarity, and the user interface of these products makes paying a fee or leaving a tip difficult to avoid.

High-frequency users accounted for the majority of transac-
tions; users with at least six advances in one or more
months accounted for 38% of all users and 86% of all
advances. Trapping these consumers in a cycle of debt is a more months account
key strategy for generating revenue through fees and tips, for 38% of all users
like that of the payday loan industry. According to Dave's and 86% of all
presentation to investors, each advance generates $9.20 in EWA advances.
revenue on average."' Public filings from Dave, one of the

Users with 6+
transactions in 1 or

only publicly traded EWA companies, show that 81% of

their revenue in 2023 came from fees and tips associated with cash advances. Specifically, Dave reported
$259.1 million in revenue, earning $152.5 million in fees (59% of revenue) and $59.9 million in tips (22% of
revenue).'? Although not publicly traded, Earnln has said in public testimony that 40% of its revenue comes
from tips alone.”™ CRL's analysis of Earnin transactions in the SaverLife panel shows that the amount of fees
and tips paid was highly correlated with the number of advances: Consumers who took out more advances
paid more in fees and tips. Moreover, the heaviest Earnln users—those who took out six or more advances
per month—accounted for 22% of all users but paid 62% of expedite fees and tips.
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A Closer Look at Earnin

High-Frequency Borrowers Are Paying the Majority of Fees and Tips

To better understand expedite fees and tips, which are clarified as finance charges in CFPB’s new
interpretive rule, we conducted additional analysis focused on direct-to-consumer EWA provider
Earnln, whose primary sources of revenue are expedite fees and tips.'* Earnln consumers in this
sample paid expedite fees and tips totaling $230,785 for 45,123 advances.” Consistent with findings
in our previous report, the average cost per advance for Earnin was around $5 for an average
advance of $80 for nine days. Earnin users who took out more advances paid more in expedite fees
and tips. We found that 286 out of 1,312 Earnln users took out an average of six or more advances
per month from Earnln alone. Even though these high-frequency Earnin users accounted for only
22% of all Earnln users in the sample, they accounted for 61% of all Earnln advances and paid 62%
of the expedite fees and tips. These findings parallel established consensus about the business
model of the payday loan industry, where most of the revenue comes from a small number of
high-frequency borrowers caught in a cycle of debt.

Taking advances from multiple companies within the same month was also prevalent and is cause for
concern. Loan stacking increases the costs of advances and compounds borrowers' risk of overextending
themselves. In our sample, nearly half of all EWA borrowers had used multiple companies in the same
month; 22% of EWA users had used two apps in the same month, while 27% had used three or more in the
same month. In the most extreme case, one worker used eight different EWA apps in the same month. Using
multiple apps leaves workers with less money on payday, making it harder to meet expenses.

Neither EWA lenders nor employers have protections in
place to ensure the same wages are not pledged to multi-
ple lenders. Roughly two in five employer-integrated EWA
users (39%) also took out advances from direct-to-con-
sumer EWA providers during the same month, while 11%
did so for at least half the months they used employer-in-
tegrated EWA. Concurrent use of multiple EWA apps means borrowers are paying more in fees to take out
amounts that may be unsustainable and are risking further financial distress when multiple loans become
due at the end of the pay cycle.

39% of employer-inte-
grated EWA users also
used direct-to-consumer
EWA in the same month.

Earned Wage Advance Use Is Associated with Increased Overdraft Fees and Payday Loan Use

EWA providers tout their products as “overdraft fee eliminators” and “payday loan killers.""* However, our
research found evidence of the opposite. In line with findings from CRL's previous research, we found that
overdrafts on consumers’ checking accounts increased on average following use of an advance product.
Our previous report found that the number of overdrafts increased 56% on average after use of an advance
product.” In the updated larger sample, we found that out of EWA users who experienced overdrafts,

67% saw their overdrafts increase after initial advance use. In the most extreme case, one user incurred

no overdrafts in the three months leading up to their initial EWA advance, and experienced 58 overdrafts in
the three months following their initial EWA use. These overdrafts cost the borrower $1,740 in total fees.

n A Loan Shark in Your Pocket: The Perils of Earned Wage Advance
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To date, 20 states and the District of Columbia
have passed laws to cap payday lending rates Figure 1. Counts of Average Number of Payday
around 36% APR, including fees, or requiring Loans Preceding and Following Advance Use
other measures to ensure that payday lenders do
not impose interest rates and financing terms that

# of payday

create a long-term debt trap for consumers.' loans in 1-year

Because of these important policy measures, period before 3
initial EWA

many consumers are protected from predatory

payday lenders. In states without strong consumer # of payday

. d d simi loans in 1-year
protections, payday loans and similar small loans period after
with triple-digit APR continue to drain nearly initial EWA

$3 billion in fees annually."
0 1 2 3 4 5

Average number of payday loans
Even though only a small share of EWA users in

our sample had used payday loans, those who did Source: CRL analysis of SaverlLife data.

turned to payday lenders more often after they

started to use advance products.?® Of EWA users in states without rate caps who also used payday lenders,
58% took out more payday loans in the year following their initial EWA advance. Many of them had not pre-
viously used payday loans but then started to take out payday loans after starting to use EWA. One new EWA
and payday loan user took out 15 payday loans and paid $439.79 in fees. For EWA borrowers who also used
payday loans, the average number of payday loans increased from 3.1 in the year leading up to their initial
advance use to 4.5 in the year following advance use. This means that EWA users who also used payday
loans did not reduce their reliance on payday loans. In the most extreme case, one individual in California
saw the number of payday loans increase from six in the year before their initial EWA advance to 52 in the
year following initial EWA use, which drained an additional $1,996.61 in fees from their bank account.

Consumers Across States Are Experiencing Similar Harms

We looked at repeat borrowing, loan stacking, and overdraft use for consumers in 18 states in the dataset.”
Across the states, we found results that were consistent with national trends. First, consumers across

18 states took out advances repeatedly. The percentage of users with 25 or more advances in a year ranged
from 21% in Minnesota to 36% in New York. Second, using multiple EWA apps concurrently was common.
The percentage of users who had borrowed from multiple EWA companies in the same month ranged from
43% in Michigan to 57% in Massachusetts. The fees and potential harms associated with taking out multiple
advances simultaneously impact consumers across different states. Lastly, in all 18 states, EWA users who
experienced overdrafts did not decrease the average number of overdrafts during the three-month period
after their initial advance compared to the three-month period before their initial advance. In 17 states there
was an increase in the average number of overdrafts, and in one state, Virginia, there was no change. The
payday loan analysis was not feasible at the state level due to the overall low incidence of payday loan use in
our sample, as most of the states analyzed have rate caps of 36% or less, which protect consumers from
predatory payday loans.
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Conclusion

Borrowing money that is repaid on payday is not an innovation; it is a loan. As earned wage and cash
advance products have become more popular, the parallels to payday lending are striking. Like payday
loans, earned wage advance can trap users in a cycle of reborrowing that increases their financial distress,
while generating revenue for companies.

Our analysis shows that many users are taking advances every pay cycle and relying on multiple apps
every month. The more advances a worker takes out, the more their paycheck is eroded by fees and tips.
Companies’ business models are predicated on consumers’ need for immediate access to cash and the
shortfall created by taking out an advance. For example, we found that Earnin derived most of its revenue
from fees and tips paid by a small number of high-frequency users. Furthermore, earned wage and cash
advance are exacerbating borrowers’ financial distress. For those users who also are incurring overdraft fees
or have taken out payday loans, earned wage advance does not decrease their reliance on these high-cost
products like companies claim. Instead, the majority of these users see the incidence of overdraft fees and
payday loans increase.

Actions taken by the CFPB and state regulators help ensure that consumers understand the costs of
these loans and can compare their options. Requiring lenders to disclose an accurate interest rate that
includes fees and tips as finance charges is an important step in protecting consumers from the erosion
of their hard-earned paychecks.
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Endnotes

' See Comment from Center for Responsible Lending (https://www.responsiblelending.org/research-publication/comment-
paycheck-advance-loans-are-credit-products-and-should-be-subject)

2See Comment from Americans for Financial Reform Education Fund and 164 Organizations (https://www.
responsiblelending.org/research-publication/165-consumer-advocacy-faith-based-racial-justice-community-advocacy-

groups)

3 For more on these changes, please see Paying to be Paid: Consumer Protections Needed for Earned Wage Advances and Other
Fintech Cash Advances, Paying to be Paid: Consumer Protections Needed for Earned Wage Advances and Other Fintech Cash
Advances | Center for Responsible Lending

* Data collected since January 2024 show that at least one company, Dave, is still offering loans with APRs that exceed the
Connecticut interest rate cap by structuring its product as an overdraft service, rather than EWA.

5 Not Free: The Large Hidden Costs of Small-Dollar Loans Made Through Cash Advance Apps | Center for Responsible Lending

%In addition to the five direct-to-consumer companies Brigit, Cleo, Dave, Earnin, and FloatMe included in the previous
report, we additionally identified advances from Albert Instant, Empower, Klover, Varo Advance, MoneyLion, and employer-
integrated companies Branch, DailyPay, One@Work (formerly Even), PayActiv, Rain, Tapcheck, Immediate, Instant Financial,
Wagestream, and ZayZoon.

7Data Spotlight: Developments in the Paycheck Advance Market | Consumer Financial Protection Bureau (consumerfinance.

gov)

8 CFPB data point: Payday lending | Consumer Financial Protection Bureau (consumerfinance.gov)

°What Is Earned Wage Access? - NerdWallet

19California Department of Financial Protection and Innovation, 2021 Earned Wage Access Data Findings (ca.gov)

" Dave Q2 2024 Earnings Presentation, slide 9. Average advance amount is $166, typical loan term is 1-2 weeks.

2Dave Inc, (2024, March 3). Form 10-K. Retrieved from http://www.sec.gov/edgar.shtml.

3 Vt. House Comm. on Com. and Econ. (2023, February 14), supra note 3 at 2:16:45, available at https://www.youtube.com/
clip/Ugkx7fEU-NXc2ZqgurJSRZTHXm rpCNHzVcU

* Earnln website How does Earnln make money? - Earnln Help Center accessed 9/18/2024

'>We matched Earnln advances to repayments using the transaction date, assuming that advances precede repayments and
that the total amount repaid on each payday is equal to or slightly more than the total amount advanced during that pay
period. If the total amount repaid on payday exceeded the total amount advanced during a pay period, the excess amount
accounts for expedite fees and tips paid by the consumer. Following this method, we matched 45,123 advances from 1,312
SaverLife members. Twenty-five percent of Earnin advances could not be matched to a repayment.

'¢DailyPay. (2024, April 13). Earned Wage Access. NCOIL Spring Meeting. https://ncoil.org/wp-content/uploads/2024/04/EWA-
NCOIL-.pdf

7 Not Free: The Large Hidden Costs of Small-Dollar Loans Made Through Cash Advance Apps | Center for Responsible Lending

18Red Alert Rates: Annual Percentage Rates on $400, Single-Payment Payday Loans in the United States | Center for
Responsible Lending

1% Debt Trap Drives the Fee Drain: Payday and Car-Title Lenders Drain Nearly $3 Billion in Fees Every Year | Center for
Responsible Lending

2 We identified payday loan transactions for users living in states where payday loans are legal by creating filters for major
payday lenders, including Advance America, Ace Cash Express, Speedy Cash, Checksmart, Approved Cash Advance, Advance
Financial, LendNation, MoneyTree, Rapid Cash, Check City, Community Choice Financial, AmeriCash, Cashback Loans, Cash
Central, Cash Time, Community Loans. We also filtered for amounts greater than $75 and no more than the state-specific
maximum (e.g., $300 in California), where applicable. Fifty-seven EWA users in our sample had payday loan transactions,
representing approximately 1% of all EWA users in the sample.

2 States included: Arkansas, Arizona, California, Colorado, Connecticut, Georgia, lllinois, Massachusetts, Maryland, Michigan,
Minnesota, North Carolina, New Jersey, New York, Ohio, Pennsylvania, Virginia, and Washington.
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Executive Summary

Earned wage advances (EWA) and cash advance products are small, short-term loans that are typically
repaid on the consumer’s next payday either directly from a bank account or as a payroll deduction.
Consumers access these products using an app on their smartphone by linking their bank accounts or

by enrolling through their employer. The costs of these very short-term loans are not always transparent
to consumers, who often pay fees and leave tips to access money and run the risk of unexpected overdraft
fees. Workers who are already living paycheck to paycheck may frequently find themselves pulled into a
cycle of reborrowing that depletes their net earnings and further erodes their financial stability. Through a
mixed-methods approach, this research aims to better understand the costs and risks of using EWA and
cash advances as well as their impacts on the financial lives of low- and moderate-income consumers.

Key Findings Include:

1 Overdrafts on consumers’ checking accounts increased 56% on average after use
of an advance product.

2 Consumers are taking out advances repeatedly, and using multiple lenders is common. Three
quarters (75%) took out at least one advance on the same day or day after making a repayment.

3 Consumers taking out small amounts of cash paid a high price. The average APR for an advance
repaid in 7 to 14 days was 367%, nearly as much as the APR on a typical payday loan (400%).

4 Many low- to moderate-income consumers are already struggling to meet their expenses and
repaying advances makes it harder to catch up or save.
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Background

EWA and cash advance products are small-dollar, short-term loans that borrowers access via smartphone
apps and typically repay on their next payday, either directly from a bank account or as a payroll deduction.
Two types of companies offer advances: employer-integrated and direct-to-consumer. In employer-integrat-
ed EWA, companies contract directly with employers, using their timekeeping and payroll systems to deter-
mine advance eligibility. Loans are repaid through payroll deduction, leaving the user with a smaller
paycheck on payday. Direct-to-consumer companies have access to users’ bank accounts and rely on
deposits, income history, spending habits, and in some cases, location tracking to determine projected

pay and borrowing limits. A borrower repays advances directly from their bank account when they receive
their next paycheck or at a scheduled date. Borrowing limits vary by company but can be up to $750 or
more per pay period or up to 100% of earned wages.! A 2021 report found that the average advance was
$120 across two employer-based and two direct-to-consumer companies.2 In California, the Department

of Financial Protection and Innovation (DFPI) found 80% of transactions were between $40 and $100.3

Companies market these loans as having no mandatory fees or interest and as a way to avoid overdrafting
a checking account, but consumers often pay optional fees, leave “tips” when they take out an advance,
and incur overdraft charges upon repayment, making advances costly. Employer-integrated and direct-to-
consumer companies use different fee structures, which can include a combination of monthly subscription
fees, transaction fees, and expedite fees.

o

Advance transactions typically carry one or more of the following fees:
Transaction fees: Fees charged for each loan transaction.

Expedite or fast-funding fees: Fees charged to provide instant access to funds that
range from $0.49-525.00, depending on the company and the desired speed.* The cost
of expediting payment for the cash advance company is less than $.05 per transaction.s

Subscription or membership fees: Monthly fees to access advances range from
$1.00-519.99. In some cases, these fees provide access to other products like credit
builder loans, credit monitoring, and budgeting apps.

Fees disguised as “tips”: Additional fees the lender prompts the user to pay. Although
optional, lenders often set a default amount or percentage at more than $0. Tips range
from $0-$14.00 for the companies researched.

n Not Free: The Large Hidden Costs of Small-Dollar Loans Made Through Cash Advance Apps
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Companies advertise advances as a way to get cash “in minutes” but charge a fee to do so. Fast-funding fees
are optional, but in practice, consumers in need frequently pay them to access cash immediately rather than
wait one to three business days (the free option). Similarly, while tips are not mandatory, users often feel
compelled to leave one due to applied pressure tactics like setting default tips greater than $0 or claiming
tips are used to support other vulnerable consumers or for charitable purposes.¢ DFPI found that tip-based
lenders received a tip on nearly three-quarters (73%) of all loans.” In an online survey conducted by CRL,
70% of respondents reported leaving tips, with 62% doing so nearly every time. Nearly 8 in 10 respondents
(79%) also typically paid expedite fees to receive funds faster, suggesting that fees and tips are common
practice.® Fees make these small advances costly for consumers, with annual percentage rates (APRs)
averaging over 300%.°

Consumers take out advances with varying frequencies, from multiple times a year to every pay period.
Some companies allow users to take out multiple advances before repayment, while others only allow
one advance at a time. Research by the Government Accountability Office (GAO) estimated that users of
one employer-sponsored EWA company used the service 10 to 24 times per year while users of a direct-
to-consumer company did so more frequently, 26 to 33 times per year on average. Another study found
more than 70% of users took advances in consecutive semi-monthly periods, with 10% of users taking out
advances consecutively for at least five months.’® DFPI found consumers took out advances nine times a
quarter on average for a total of 36 times a year." The frequency of advances adds to the cost, especially if
consumers are paying expedite fees and leaving tips with each advance. Some lenders restrict how much
can be borrowed in a single advance while permitting multiple advances per pay period and even per day,
to increase the number of advances and amount paid in fees. For example, one company allows consumers
to take out $750 per pay period but only up to $100 per day.

Existing research suggests that low- and moderate-income consumers make up a significant percentage

of the customer base for EWA and cash advance companies. The GAO found that the share of users earning
less than $50,000 a year ranged from 59% to 97% across four different advance companies that separately
provided these percentages. One direct-to-consumer company reported 78% of its users made less than
$25,000 a year.”2 A survey of low-income workers receiving government benefits found that 51% had used
or downloaded direct-to-consumer apps and 16% had used them once a week.” Sold as a liquidity solution
for consumers living paycheck to paycheck, advances may provide some relief to consumers in the short
term but can cause a cycle of repeated borrowing in the long term, as consumers are continually borrowing
against their own paycheck, often at a high cost.

Research Objectives

Despite the increasing public attention on advances, there remains a notable gap in our understanding of
their usage by consumers, as well as the associated costs and impacts on consumers’finances. To bridge this
information gap, we conducted a mixed-methods research study, encompassing both a quantitative analysis
of transactional data and a qualitative diary study. This report aims to understand the impact of fintech cash
advances on consumers by addressing the following three research questions:

1 What is the cost of using these products?

2 What do usage patterns look like for EWA and cash advance products?

3 What are the impacts on consumers’ financial health and goals?
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Data and Methodology

Transactions Analysis

CRL received anonymized financial transactions data from a panel of low- to moderate-income consumers
affiliated with SaverLife. This nonprofit advocacy organization uses technology to improve the financial
health of people living on low-to-moderate incomes across the county. SaverLife has a network of more
than 600,000 members who engage with their financial product, research, or advocacy efforts.' More than
160,000 consumers have chosen to connect one or more of their accounts to the SaverLife platform. The
sample provided to CRL included anonymized data for U.S. consumers who shared their transaction-level
activity from one or more financial institutions with SaverLife’s financial product. The consumers in this
sample were “active” on the platform, with "active" being defined as having a transaction on record in the
30 days before November 13, 2023.

SaverLife works with a subset of American consumers that is younger and lower income than the U.S.
population as a whole based on self-reported demographic information obtained through intake surveys.
The majority of SaverLife members (91%) have a household income of $75,000 or less compared to 50%
of American households overall. Our dataset consisted of a sample of users with similar demographic
characteristics as SaverLife’'s membership. The income distribution of the sample aligns with the income
distribution of advance users reported in previous research by GAO and others. Detailed characteristics
are available in Appendix 1.

The dataset included 14,514,724 transactions for 16,442 individuals over an 18-month period (May 2022

to November 2023). Variables included anonymized user ID, account type, transaction date, transaction
description, transaction amount, and banking institution name. Because the data are account-level and con-
sumers may hold multiple accounts, our findings may reflect only a portion of the consumer’s transactions.

Identifying Cash Advance Users

We include five direct-to-consumer companies in the analysis, but they are not the entirety of the EWA and
cash advance marketplace. One report identified at least nine direct-to-consumer companies.’ Although
total market share is unknown, three companies (Brigit, Dave, and Earnln) in our report have a combined
reported user base of 14 million.’™s Employer-integrated companies were visible in the transactions data
but were not reflected in the analysis because repayment was done through payroll and not a separate,
identifiable transaction. Because the analysis does not include all companies, our findings likely
underestimate frequency and usage of EWA and cash advance.

Of the five advance companies included in this analysis, two used a tip-based model and three used

a subscription-based model with no tips. Consumers using advances were identified by creating filters
for transactions containing company names for each direct-to-consumer company (Brigit, Cleo, Dave,
Earnln, and FloatMe). These consumers had advances that could be matched to repayments. Of the
16,442 consumers included in the sample, 1,938 (12%) had transactions associated with at least one of
the five companies listed above:

n Not Free: The Large Hidden Costs of Small-Dollar Loans Made Through Cash Advance Apps
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Link Advances to Repayments

Although advances are the main line of business, EWA and cash advance companies offer other ancillary
products and services like credit builder loans, credit monitoring, savings accounts, and debit cards. To
isolate advances and repayments, we first identified them by removing any transactions associated with
other company products using keyword filters; this left advances, repayments, and monthly subscription
fees. We organized the remaining transactions into three distinct datasets based on their nature: advances,
repayments, and (when applicable) membership fees.

In cases where companies permit only one advance at a time, we matched advances to repayments,
using the transaction date. We assumed the repayment date occurred after the advance date and
identified repayment amounts that were within $20 of advance amounts. We also included monthly
membership fees in the dataset. This procedure enabled advances to be aligned with their respective
repayments and fees to be calculated.”

In cases where companies allow users to take out multiple advances before repayment, we conducted
a merge operation between advances and repayments to ascertain the timeframe during which each
advance transaction was both initiated and repaid.'®

Ultimately, we matched 37,826 advances for 1,938 unique users across five direct-to-consumer companies.

Table 1: Total Advances and Users by Company

Company All Five Lenders Brigit Cleo Dave Earnin FloatMe
Number of Advances 37,826 7,133 2,966 5,992 19,561 2,174
Number of Users 1,938 909 719 873 706 444

Note: Number of users in this table is greater than 1,938 because some users used more than one company.

Diaries

On behalf of CRL, BSP Research implemented a diary study of 18 EWA and cash advance users. All
participants use EWA or cash advance products regularly, with some using several apps multiple times

a week. Participants discussed their experiences with more than seven companies, including the five
companies included in the transaction analysis. Participants logged onto an online discussion platform
(QualBoard) several times a week over the course of three weeks. From August 28, 2023 through September
15, 2023, participants answered a series of questions about their experiences with and concerns about
using EWA and cash advance products.

The study recruited from among people aged 18 to 55 years old who are employed and have a
personal income of no more than $50,000. In total, 14 participants completed the study in English, and
four completed the study in Spanish. Most respondents (11 out of 18) identified as people of color and
slightly more identified as female than male. Participants lived across the country, in 13 different states.
A detailed description of the sample is available in Appendix 2.

In partnership with BSP Research, CRL researchers analyzed diaries to identify themes related to advance
use, ability to meet expenses, impacts of using advances, and planning for financial goals. Some of the most
salient themes, along with direct quotes that support them, are presented in the findings section below.
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Findings

Overdrafts on consumers’ checking accounts increased 56% on average after use of an
advance product.

Companies providing advances often tout their product as a way for consumers to avoid overdrafting

their checking accounts and incurring associated fees. However, this claim is inconsistent with past evidence
that demonstrates how high-cost credit products may compound other financial costs, such as overdraft
fees. For example, a Consumer Financial Protection Bureau (CFPB) study that reports on other deposit
advance products issued by banks found that borrowers were substantially more likely to overdraw their
accounts when they used these products. Even when banks discontinued these deposit advance products,
there was not an increase in overdraft use.” In other words, the availability of the high-cost credit products
was associated with more overdrafts, and the elimination of this loan program did not appear to lead to an
increase in overdrafts as a replacement.

Direct-to-consumer lenders recoup funds and subscription fees directly from users’bank accounts through
ACH authorizations. If the user does not have enough funds at the time of repayment, lenders will make
multiple attempts to collect repayment, resulting in overdraft fees.2° Though the price varies by bank, an
overdraft fee often costs $35.

To evaluate whether the use of advances changed the frequency of overdraft fees, CRL looked at the change
in overdraft fees before and after a customer started using advance products.2' We identified the first
advance transaction associated with a consumer and then looked at the number of overdraft fees incurred
three months prior to advance use and three months post use to evaluate the change in overdraft activity.
We used four categories to define frequency of overdraft fees in those three months: “heavy” users had four
or more overdrafts over three months, “moderate” users had two or three overdrafts over three months, and
“low” users had one overdraft every three months.

In our transaction analysis, we found that users experienced more overdraft fees after an initial advance.
The average number of overdraft fees increased from 3.0 in the three months leading up to borrowers
first advance use to 4.7 overdrafts in the three months following advance use. Assuming a common
overdraft fee of $35, advance users paid about $60 more in overdraft fees in the three months after
using advances. Half of advance users had zero overdrafts in the three months prior to using advances.
These users newly started to overdraft on average 2.3 times, and as many as 35 times, in the three
months after taking their first advance.

In fact, all consumers, regardless of overdraft frequency, saw their overdraft activity increase. Over three
months, the number of overdrafts for low and moderate users more than doubled, rising from 1.0 to 2.3 (and
up to 19) and from 2.3 to 4.4 (and up to 20), respectively. Meanwhile, heavy overdraft users saw their activity
increase from 11.0 overdraft transactions to 11.6 (and up to 53).
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Figure 1. Counts of Overdrafts Preceding and Following Three Months of Advance Use

Average

Moderate

Low

Il 3 Months After Taking Out Advance B 3 Months Before Taking Out Advance

Source: CRL analysis of SaverLife data.

The increase in overdraft fees in conjunction with use of advances is similar to the relationship observed
between overdraft fees and payday lending. Notably, consultants selling bank payday loan software have
promised banks that providing payday lending would result in little to no “overdraft revenue cannibalization”
because payday lending would increase total borrowing by consumers, resulting in higher fee generation.22
Advance products appear to be operating in a similar pattern and users seem unlikely to be able to reduce
overdraft fees because of their use.

Consumers are taking out advances repeatedly, and using multiple lenders is common. Three
quarters (75%) took out at least one advance on the same day or day after making a repayment.

Lenders impose restrictions on how much can be borrowed in a single advance, but some allow borrowers
to take out more than one advance per pay period, in some cases within the same day. (See Table 2 below.)
As a result, lenders collect more fees as consumers take out consecutive advances or take out advances from
multiple lenders to access more money. Consumers are left with less money on payday and increased risk of
overdraft as they repay multiple advances at once. In our analysis, 37% of advance product users had at least
one month where they took out advances four times or more. Additionally, 17% of users heavily relied on
advances, using it four times or more in a month, for three consecutive months.
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Table 2. Advance Limits and Fee Structure by Company

Brigit Cleo Dave Earnin FloatMe
Maximum $250 $250, $100 for $500 $100 per day $50
Advance first-time users $750 per pay
period
Monthly Fee $9.99 or $14.99 $5.99 or $14.99 $1.00 - $3.99
Expediting Fees $0.99-$3.99 $3.99 3% of advance $1.99t0 $3.99 $3for
with the $9.99 ($3-%15) advance of
monthly option $10-$20
free with the 5% of advance $4 for
$14.99 monthly (§5-$25) advance of
option $20-%30
$5 for
advance
of $30+
Tipping - - Up to 25% of Upto$13 -
advance solicited
solicited

Source: CRL review of company websites.

We found that almost half of users (48%) accessed advances
from multiple companies, sometimes simultaneously.

While 52% of users exclusively depended on a single

lender, 24% utilized two lenders, and 24% had engaged
with at least three lenders within the studied period. Among
the consumers using multiple lenders, most (51%) engaged

Among the consumers
using multiple lenders,
most (51%) engaged with

multiple lenders within
the same month for at
least half of the time they

with multiple lenders within the same month for at least half O T [rm—

of the time they took out advances. Taking out multiple
advances simultaneously increases fees paid and the risk of
overdraft upon repayment.

Although advances may initially serve as an emergency resource, consumers are reducing their own
paycheck each time they borrow and creating a cycle of borrowing and repayment that is difficult to
break. In our transactions analysis, we found 12.0% of users took out new advances on the same day
they repaid another from the same company and another 62.8% took out an advance one day after
making their repayment. We found that 36.5% of users took out a new advance from any of the five
companies on the same day they made a repayment for an advance from any of the five companies.
And 38.7% took out their next advance just one day later. In total, this means 75.2% of users took out
an advance on the same day or next day they made a repayment.
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Users took out advances over several months, not just on

a single occasion or sporadic basis. Seventy-six percent of Users who took out at
individuals who began the use of an advance product least six advances in one
continued to use the product at least once over the next or more months account-

six months.22 Among those who kept using these advances, ed for 17% of all users
over half (51%) used the product at least once per month, and nearly half (49%) of
30% used it on average at least twice per month, over all advances

one-fifth (22%) took out advances an average of at least three

times per month, and 10% of users averaged at least five advances per month over the six-month period.
Users who took out at least six advances in one or more months (ranging from a single-month maximum of
7 to 22 times) accounted for 17% of all users and nearly half (49%) of all advances.

Most diary participants reported trying more than one lender, and several had taken out advances
from multiple companies within the same period. Some used a combination of employer-integrated
and direct-to-consumer lenders while others relied on multiple direct-to-consumer lenders.

“Since last week, | have only used Earnin. But, last payday | used Earnin, Cleo, Empower, and Brigit, all once
except for Earnlin, | used them twice.” -Shaylene

“l usually use them every time | get paid because they take out their payment and usually my check is short
because | use the apps and | have to go back and re-borrow almost every time | get paid.” —Ayanna

“They're predatory, they get you stuck in a cycle, and you're basically getting money that you already are
having a hard time managing... They purposely advertise to people with low income, typically people that
use these end up getting stuck in a vicious cycle.” —-Cody
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Consumers taking out small amounts of cash paid a high price. Average APR for an advance repaid
in 7 to 14 days was 367%, nearly as much as the APR on a typical payday loan (400%).

When using these advances, consumers are borrowing small amounts of cash and typically repaying them
in less than two weeks. The average advance amount for users in our transaction dataset was $79 but varied
from $20 to $133 depending on the company. The minimum advance amount in our sample was $10 and
the maximum was $500, reflecting the variation in borrowing limits across companies. Consumers repaid
advances within 10 days on average.

Table 3. Average Advance Amounts and Days to Repay by Lender

Company All Lenders Brigit Cleo Dave Earnin FloatMe
Average Advance Amounts $79 $58 $39 $133 $83 $20
Minimum Advance $10 $25 $20 $20 $10 $10
Maximum Advance $500 $280 $250 $500 $300 $50
Average Days to Repay 10.0 10.8 10.3 10.5 8.8 9.0

Source: CRL analysis of SaverLife data.

To compare the cost of advances relative to other financial products, CRL calculated the rate (APR),
which represents the total cost of credit including fees and tips. We used the same APR formula as the
California Department of Financial Protection and Innovation.2* Monthly membership fees were included
in the calculation by dividing the fee by the number of advances a consumer took out in each month.

Our calculations show that the cost of these advances can be comparable or more costly than traditional
payday loans because of the high fees paid to borrow small amounts for a short period of time. The average
APR on advances repaid in 7 to 14 days was 367% (compared to 400% for a typical payday loan) but ranged
from 284% to 956% by company. Cleo and FloatMe showed higher average APRs due to the high fees for
low advance amounts. Average fees represented 12% of the average advance amount but for Cleo and
FloatMe were 18% and 26% respectively.

Table 4: Costs of Advance Compared to a Typical Payday Loan

Cost Metrics All Five Lenders Brigit Cleo FloatMe Dave Earnin Payday Loan
Average APR on

Advances Paid in

7 to 14 Days 367% 439% 652% 956% 329% 284% 400%
Average Fee to

Advance Amount 12% 12% 18% 26% 10% 8% 15%
Cost per Advance $7 $7 $6 $5 $10 $5 $15

Note: Share of advances repaid within 7 to 14 days was 58%.

Source: CRL's calculations using SaverLife Data. The cost of a typical payday loan is taken from
https://www.consumerfinance.gov/ask-cfpb/what-is-a-payday-loan-en-1567.
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Consumers taking out small amounts of cash paid a high price. Over half of the transactions (51%) in

our dataset were for less than $80, especially among non-tip providers (see Appendix 3). Both tip-based
and non-tip-based companies have exorbitant average APRs for advance amounts below $40, with non-
tip-based companies showing notably higher average APRs for these smaller advances. Advances ranging
between $40 and $60 exhibit nearly identical average APRs across both tip-based and non-tip-based
companies. Conversely, tip-based companies present significantly higher APRs for amounts of $60

and above, which suggest consumers are leaving more in “tips,” which makes advances more costly.

Figure 3: APRs by Advanced Amount and Lender Type

4500%
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4000%
3500% ' 33050
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0
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1000% 636 7506 i
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263%  300% 2%
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$0t0 $20 $20 to $40 $40 to $60 960 to $80 $80t0$100  $100t0$200  $200to $500  More than $500

M Tip-Based M Non-Tip-Based

Source: CRL's calculations using SaverLife data.

Diary participants’ understanding of fees, tipping, and the costs associated with taking out an advance
varied. Some users seemed to be unaware they were paying fees while others kept track of the changes
in fees. Most participants reported regularly paying fees with some estimating they spent between $30
to $50 in fees per month. The lack of transparency around fees was concerning to some customers.

“Iwould say it's close to $5-6 per advance except with Brigit | know it's only .99 cents. | would say each
month | probably spend close to $40 just on fees.” —Zachary

“The tips | have not paid. | think they are ridiculous because they are already getting a fee. Most make
you pay the expedite fee because if not it can take 3 business days and most people simply can’t wait.
I do feel the fee plus the monthly fee a lot are now doing is really starting to take advantage of people
like $6.99 a month and then $6-7 expedite then want $3-4 tip for 50 is a lot. This is one of the reasons
I am trying my best not to use them.” —-Heather
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Participants expressed mixed feelings about paying fees and confusion about leaving tips. Some felt fees
were just the cost of doing business while others felt they were “paying to get paid” and that fees were
unnecessary. Most felt they had no choice but to pay extra fees to receive money when they needed it.
Some users described being charged for fees and tips that they hadn’t agreed to pay and expressed a
desire for greater transparency around charges.

“I have been charged additional fees along with tips | never agreed to giving that amount. You can decline a
tip one time and as you're going through the process it adds another tip, but you have to catch it before you
agree to the terms.” -Ayanna

“It has made it harder to save money, having to pay extra fees. That money could be going to my savings.
| would say it (fees) is around $50 a month, | would save that for an emergency fund.” —Jason

Many low- to moderate-income consumers are already struggling to meet their expenses and
repaying advances makes it harder to catch up or save.

Diary participants were frustrated to find themselves in precarious financial situations despite how much
they work and try to stay on top of their financial obligations. They expressed common financial goals—to
build an emergency fund, open a savings account, own a home—but these goals were out of reach in their
current situation. They were instead focused on getting by each week. Advances offered them quick access
to money but at a high cost that puts them further behind and makes it difficult for them to save money.
Most would prefer not to use advance apps in the future and are hopeful they will stop using them once
they are more financially stable. They feel, however, that this is unlikely in the immediate future due to their
pressing financial needs.

“It has been harder to save money, because | often find myself paying back more than what | borrowed every
time and that sets me back for paying off other things.” -Ayanna

“Until | get a raise unfortunately, | feel | will be having to use it just as regularly as | have been.... | hope for there
to come a day where | may not need to use a EWA where | will be financially stable enough to not have to rely
on EWA or other means to pay bills on time.” —Brian

“I believe I will continue to use it at least for a while, but | would like to cut down on how frequent I'm using it,
I'd like to get more ahead and get a savings built up so | don’t have to rely as much on the apps.” -Cayden

“My future financial goals are just to be stable to be honest without the need for these extra services. It's
frustrating because once you pay something there's something else that pops up that you need to pay.
I think it's affecting my future financial goals because when you use these apps, you're using money
you're already having a hard time balancing.” -Cody
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Borrower Story:

Zachary

Regular User of Cash
Advance Apps

LOCATION:
Mississippi
AGE:

35

EMPLOYMENT:
Line cook, full-time

INCOME RANGE:
$25-50K

HIGHEST LEVEL OF EDUCATION:
High School

ADVANCE LENDERS:
Brigit, Cleo, Dave, Earnlin

Relies on multiple lenders to make ends meet:

"l believe the first time | just needed extra money
because | wasn't getting many hours at work, and
now I'm in a perpetual state of borrowing every
check because | can't afford to give up the amount
till next pay period. ... | consistently use Earnin, Dave,
Cleo and Brigit. | use them every paycheck"

Pays fees regularly but wants greater transparency:

"l always pay the fee to get it as soon as possible, it's
usually not too big of a fee. | forget which app it was

but they wanted you to pay for a subscription to the
service with no guarantee you'd even get an advance
which is ridiculous. | think the fees for the service should
be made clear upfront because most of the apps make it
seem like everything's free!"

Trapped in a cycle of borrowing and repayment:
"My finances are horrible | hate it, I've been living
paycheck to paycheck for a while now it's really hard
to save up money for anything. | budget around these
advances every month, | can't come up with the extra
money to get out of the cycle.. .. Save money, own a

home would the most critical to me. I'm just trying to
survive how it is right now honestly so | don't really have
a plan set in place. It doesn't help having to forfeit half or
more of my check every payday and then borrow it back,
so yeah that affects my finances."

Conclusion

As the qualitative and quantitative findings in this report emphasize, the frequent use of advance products
combined with their high cost make earned wage advance harmful for consumers who in many cases are
already living paycheck to paycheck. Eroding their own paychecks each time they take out an advance,
consumers are becoming trapped in a cycle of borrowing and repayment similar to payday loans. Another
form of high-cost credit is not the solution to the income insufficiency faced by American workers whose
wages have lagged behind the rising costs of everyday expenses like rent and food. Lawmakers and regula-
tors addressing these products should impose meaningful guardrails on their use by regulating them under
existing credit regulations or, if that is not feasible, implementing minimum consumer protections, such as
treating advances as credit and including strict cost caps.®
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Appendix 1:

Demographics of Users by Sample Compared with Membership
and U.S. Populations

Household Income Advances Sample (n=814) Transactions Sample SaverLife ACS
(n=7,067) Membership 2022, One-Year
(n=321,086) estimates
Less than $15,000 12% 15% 31% 9%
$15,000 to $24,999 14% 14% 15% 7%
$25,000 to $34,999 14% 14% 13% 7%
$35,000 to $49,999 23% 22% 18% 1%
$50,000 to $74,999 20% 19% 13% 16%
$75,000 to $99,999 8% 8% 5% 13%
$100,000 or more 8% 8% 5% 38%
Age Advances Sample Transactions Sample SaverlLife ACS
(n=876) (n=7,641) (n=321,086) 2022, One-Year
estimates
18-24 7% 6% 6% 12%
25-44 48% 46% 42% 34%
45-64 33% 38% 43% 32%
65+ 11% 10% 9% 22%

Note: Not all users in transactions sample reported income or age information, which is why n differs for each category and
from the total users reported in the data section.
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Appendix 2:

Focus Group Participants Demographics

Gender

Men

Women

Race/Ethnicity

Asian

Black

Hispanic

White

NN

Other Race

Age

18-25

26-35

36-45

46-55

W h (N

Diary Language

English

14

Spanish

Employment Status

Full-Time

Part-Time

Self-Employed

Personal Income

Less than $25,000

$25,000-$50,000

Educational Attainment

HS Diploma or GED

Some College, No Degree

Four-Year Degree

(o)}

EWA Apps Used

Earnin

Dave

Chime

Brigit

MoneyLion

Daily Pay

PayActiv

Other

W [N | W | b NN 0O
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Appendix 3:

Distribution of Advance Amount by EWA Provider

All Advance Providers

Non-Tip-Based Providers

Tip-Based Providers

$0to $20 1.36% 1.51% 1.30%
$20to $40 15.78% 34.90% 6.53%
$40 to $60 27.52% 47.52% 17.90%
$60 to $80 6.02% 7.02% 5.53%
$80 to $100 2.03% 3.54% 1.31%
$100 to $200 43.02% 5.30% 61.21%
$200 to $500 4.25% 0.22% 6.20%
>=$500 0.01% 0.00% 0.02%
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Kevin Abramowicz, Bar No. 320659
Kevin Tucker, Bar No. 312144

EAST END TRIAL GROUP LLC
6901 Lynn Way, Suite 503
Pittsburgh, PA 15208

T. (412) 223-5740
kabramowicz(@eastendtrialgroup.com
ktucker@eastendtrialgroup.com

Counsel for Plaintiff and the Putative Class

MARK CAVE, individually and as a
representative of the Class,

Plaintiff,
V.
KLOVER HOLDINGS INC.,

Defendant.

N N N N N N N N N N N

PHILADELPHIA COUNTY COURT OF
COMMON PLEAS

TRIAL DIVISION

CLASS ACTION

Case No.

JURY TRIAL DEMANDED

PLAINTIFF’S FIRST SET OF INTERROGATORIES
AND REQUESTS FOR PRODUCTION OF DOCUMENTS

Pursuant to the Pennsylvania Rules of Civil Procedure, Plaintiff, by counsel, serves the

following interrogatories and requests for production of documents. Plaintiff requests Defendant

answer and respond to such discovery within the time allowed by the Pennsylvania Rules of Civil

Procedure, and that Defendant produce for inspection and copying the documents described below

by email to: kabramowicz(@eastendtrialgroup.com; or by mail to: East End Trial Group LLC, 6901

Lynn Way, Suite 503, Pittsburgh, PA 15208.
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RULES OF CONSTRUCTION

A. The terms “and” and “or” are to be read interchangeably, i.e., “and/or,” so as to
give the broadest possible meaning.

B. The term “concerning” is to be given the broadest possible interpretation, such that
it includes relating or related to, consisting of, referring to, describing, discussing, constituting,
evidencing, containing, regarding, reflecting upon, mentioning, pertaining to, citing, summarizing,
analyzing, or bearing any logical or factual connection with the matter discussed.

C. The term “including” always means “including without limitation” or “including

but not limited to,” and should not be construed as a limitation.

D. “Any” means “all” and vice versa.

E. “Each” means “every” and vice versa.

F. The use of the singular form of any word includes the plural and vice versa.

G. The use of any tense of any verb shall also include within its meaning all other

tenses of the verb.
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DEFINITIONS

A. “Account” refers to an account at a depository institution, or any other account that
holds funds.

B. “Advance” refers to Your cash advance product.

C “CDCA” refers to the Consumer Discount Company Act, 7 P.S. §§ 6201-6219.

D. “CFPB” refers to the Consumer Financial Protection Bureau.

E. “Communication” means any transmittal or attempt at transmittal of information,

including telephone communications, which include failed calls, unanswered calls, dropped calls,
text messages, and voicemails, oral communications, electronic communications, which include
electronic mail and communications sent or attempted to be sent over any internet, intranet, or any

other information network, and any documents or information transmitted between persons or

devices.
F. “DFPTI” refers to the California Department of Financial Protection and Innovation.
G. “DFS” refers to the New York Department of Financial Services.
H “DOB?” refers to the Pennsylvania Department of Banking and Securities.
L. “Document” shall be synonymous in meaning and equal in scope to the usage of

this term in Rule 34(a) of the Federal Rules of Civil Procedure, and includes without limitation
any written, typed, printed, recorded, electronic or graphic matter, however preserved, produced,
maintained, or reproduced, of any type or description, regardless of origin or location, in your
actual or constructive possession, custody or control, or the existence of which you have
knowledge, and whether prepared, published, or released by you or by any other person. If a
Document has been prepared in several copies, or additional copies have been made, or copies are

not identical (or which by reason of subsequent modification of a copy by the addition of notations
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or other modifications, are no longer identical), produce each non-identical copy as a separate
document. Documents include Electronically Stored Information and Communications.

J. “Electronically Stored Information” means the complete original and any non-
identical copy (whether different from the original because of notations, different metadata, or
otherwise), regardless of origin or location, of any electronically created, electronically stored, or
computer generated information, including, but not limited to, electronic mail, instant messaging,
videoconferencing, and direct connections or other electronic correspondence (whether active or
deleted), word processing files, spreadsheets, databases, and sound recordings, whether stored on
cards, magnetic or electronic tapes, disks, computer files, computers or other drives, cell phones,
Blackberrys, personal digital assistants, print-outs, or other storage media, and such other codes,
technical assistance, or instructions as will transform such Electronically Stored Information into
an easily understandable and usable form.

K. “Fees” refers to the express fees, monthly fees, and tips that You request, charge,

collect, contract for, and receive.

L. “FTC” refers to the Federal Trade Commission.

M. “LIPL” refers to the Loan Interest and Protection Law, 41 P.S. §§ 101-605.
N. “Plaintift” refers to Mark Cave.

0. “Platform” refers to www .joinklover.com and any related application.

P. “Research” refers to market, behavioral, or psychological research, survey, studies,
or reports, or user, customer, or product testing, including A/B or multivariate testing, copy testing,
surveys, focus groups, interviews, clickstream analysis, eye or mouse tracking studies, heat maps,

session replays, or recordings.

Q. “TILA” refers to the Truth-in-Lending Act, 15 U.S.C. §§ 1601-1667f.
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R. “You,” “Your,” and “Yourself” refer to Klover Holdings Inc., and its agents,
representatives, officers, directors, affiliates, predecessors, and successors in interest, parents,
divisions, subsidiaries, area and regional offices and employees, including persons or entities

outside of the United States.
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INTERROGATORIES

I. Identify by name, physical address, phone number, email address, and job titles or
capacities, the person(s) most knowledgeable on the following topics:

a. The Fees that You request, charge, collect, contract for, or receive,
including why You decided to request the Fees, the purpose of these
Fees, the cost of the services these Fees are intended to cover and, if
You claim any portion of the Fees are donated, what percentage You
donate and what those donations fund.

b. The structure and presentation of the Platform, including how Fees
are requested, and why You decided to request Fees in the way they

are requested.

C. Whether You expect repayment on Advances, and whether persons
are obligated to repay Advances.

d. How You issue, service, and collect Advances, how You determine
whether persons may obtain Advances or the amount of the Advance
a person may obtain, how You obtain repayment on Advances, and
how You monitor Accounts to obtain repayment.

e. The Documents and information generated, used, stored, collected,
retained, or maintained while issuing, servicing, underwriting, or
collecting Advances, the ways the Documents and information can
be accessed, searched, and produced, and the technology, systems,
and databases You use.

ANSWER:

2. Identify by name, physical address, phone number, email address, and job titles or
capacities, all persons on which You may rely to support any affirmative defense you may assert,
and all persons answering or providing any information used to answer these discovery requests.

ANSWER:

3. Identify by name, physical address, phone number, and email address, all persons

that meet the class definition.

ANSWER:
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4, Identify each Advance Plaintiff obtained, including: the amount of the Advance;
the date the Advance was requested; the date the Advance was obtained; the date the Advance was
repaid; the amount repaid; the Fees charged on the Advance, including the name and amount of
each Fee; each date and time You attempted to withdraw funds from an Account to obtain
repayment on the Advance, each date and time You reviewed or monitored an Account concerning
the Advance, and any other activating concerning the Advance.

ANSWER:

5. For each person identified in Your Answer to Interrogatory No. 3, identify each
Advance they obtained, including: the amount of the Advance; the date the Advance was
requested; the date the Advance was obtained; the date the Advance was repaid; the amount repaid;
the Fees charged on the Advance, including the name and amount of each Fee; each date and time
You attempted to withdraw funds from an Account to obtain repayment on the Advance, each date
and time You reviewed or monitored an Account concerning the Advance, and any other activating
concerning the Advance.

ANSWER:

6. Identify, by name and date, all Research that You reviewed, commissioned, used,
requested, relied on, created, or performed (whether directly or indirectly) that concerns Advances
or Fees, and explain the purpose of the Research.

ANSWER:

7. Identify all proposed or finalized changes made to Advances, and describe in detail
why each change was proposed or made.

ANSWER:
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8. Identify all proposed or finalized changes made to the way You request Fees, and
describe in detail why each change was proposed or made.

ANSWER:

9. For each year You have been in business, identify the number and dollar value of

Advances issued, and, for those Advances, identify:

a. The number and dollar value of Advances repaid.

b. The number of persons that obtained Advances.

C. The number of persons that repaid advances.

d. The number of Advances on which tips were scheduled to be paid.

e. The number and dollar value of tips charged.

f. The number of Advances on which express fees were scheduled to
be paid.

g. The number and dollar value of express fees charged.

h. The number of Advances on which monthly fees were scheduled to
be paid.

1. The number and dollar value of monthly fees charged.

J- The number of attempts You made to withdraw money from

Accounts to obtain repayment on Advances or Fees.

k. The number of attempts You made to withdraw money from
Accounts where an Account had insufficient funds to meet Your
request to withdraw money.

L. The number of overdraft fees, over-the-limit fees, insufficient fund
fees, and any other bank fees triggered by Your attempts to

withdraw money from Accounts.

ANSWER:
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REQUESTS FOR PRODUCTION OF DOCUMENTS

1. All Research that concerns Advances or Fees, or that You reviewed, commissioned,
used, requested, relied on, created, or performed (whether directly or indirectly) while requesting,
charging, or collecting Fees, offering Advances, or designing advertisements, webpages, or in-app
screens that concern Advances or Fees.

RESPONSE:

2. All Documents that discuss, reference, or mention any of the Research identified in
Request for Production No. 1.

RESPONSE:

3. All presentations, reports, speeches, statements, PowerPoints, research, handouts,
data, memos, or any other Documents, including draft, finalized, and all other versions, that were
presented or intended to be presented to investors or lenders.

RESPONSE:

4. All Documents that discuss, reference, or mention any of the Documents identified
in Request for Production No. 3.

RESPONSE:

5. All internal presentations, reports, handouts, PowerPoints, or memos concerning
Advances or Fees, including draft, finalized, and all other versions.

RESPONSE:

6. All Documents that discuss, reference, or mention any of the Documents identified
in Request for Production No. 5.

RESPONSE:
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7. Documents that discuss Your decision to characterize Advances as “non-recourse,”
why You decided to do so, and the purpose of this characterization.

RESPONSE:

8. Documents that discuss Your decision to charge an express fee for Advances, why
You decided to do so, and the purpose of this practice.

RESPONSE:

9. Documents that discuss Your decision to charge a monthly fee for Advances, why
You decided to do so, and the purpose of this practice.

RESPONSE:

10. Documents that discuss Your decision to request “tips,” why You decided to do so,
the purpose of this practice, the manner in which You request tips, and why You decided to request
tips in the manner You requested them.

RESPONSE:

11. Documents that discuss Your expectation of repayment on Advances.

RESPONSE:

12. Documents that discuss the criteria You use to issue advances, the risks the criteria
is intended to mitigate, how the criteria is used, the purpose of the criteria, and why You decided
to use the criteria.

RESPONSE:

13. Documents sufficient to understand how Advances are funded.

RESPONSE:

14. Documents sufficient to show how You treat Advances for tax purposes.

RESPONSE:
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15.  All advertisements concerning Advances or Fees, including advertisements made
on or through the Platform, websites, applications, television, radio, phone, social media, email,
or any other medium.

RESPONSE:

16.  All screenshots of the Platform concerning Advances or Fees.

RESPONSE:

17.  All information and data that You provided to the Financial Health Network or any
other entity conducting research on cash advance products.

RESPONSE:

18.  All licenses You hold or have held in Pennsylvania.

RESPONSE:

19.  All Documents concerning Plaintiff.

RESPONSE:

20. All Documents relied on to answer these discovery requests.

RESPONSE:

21.  All Documents that concern or discuss whether Your Advances qualify as advances
of money or credit, loans, or extensions of credit, whether Your Fees qualify as interest, charges,
fees, discount, compensation, other consideration, or finance charges, or whether usury laws, the
CDCA, LIPL, or TILA apply to Your business.

RESPONSE:

22.  All Documents on which You may rely to support any of Your affirmative defenses,
or to argue that Your Advances do not qualify as advances of money or credit, loans, or extensions

of credit, that any of the Fees You request, charge, contract for, collect, or receive do not qualify
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as interest, fees, charges, discount, compensation, other consideration, or finance charges, or that
the CDCA, LIPL, or TILA do not apply to Your business.

RESPONSE:

23.  All Documents that discuss, reference, or mention Your pricing strategy or pricing
model concerning Advances or Fees.

RESPONSE:

24.  All Documents that discuss, reference, or mention eligibility requirements, or any
underwriting criteria, models, or technology concerning Advances.

RESPONSE:

25.  All Documents You received from or sent to any state, federal, or other agency,
including the FTC, CFPB, DFS, DFPI, DOB, or any other agency.

RESPONSE:

26. Any insurance agreement under which any person or entity in an insurance business
may be liable to satisfy all or part of a judgment which may be entered herein or to indemnity or
reimburse for payments made to satisfy the judgment.

RESPONSE:

27.  An excel spreadsheet or similar Document sufficient to show every Advance You
issued, including: the amount of the Advance; the date the Advance was requested; the date the
Advance was obtained; the date the Advance was repaid; the amount repaid; the Fees charged on
the Advance, including the name and amount of each Fee; each date and time You attempted to
withdraw funds from an Account to obtain repayment on the Advance, each date and time You
reviewed or monitored an Account concerning the Advance, and any other activating concerning

the Advance.
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RESPONSE:

Respectfully Submitted,

Dated: March 11, 2025 By: /s/Kevin Abramowicz
Kevin Abramowicz
East End Trial Group LLC
6901 Lynn Way, Suite 503
Pittsburgh, PA 15208
(412) 223-5740 — office
(412) 626-7101 — fax
kabramowicz@eastendtrialgroup.com

Attorney for Plaintiff
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