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Center for Responsible Lending

House Committee on Commerce and Labor
Public Hearing Regarding House Bill 152
November 3, 2025

Dear Chairman Johnson, Vice Chair Lear, Ranking Chair McNally and Committee Members:

My name is Monica Burks, and I am Policy Counsel for the Center for Responsible Lending (CRL),
a non-profit, non-partisan policy and research organization dedicated to building family wealth through the
elimination of predatory lending practices. CRL is affiliated with Self-Help Credit Union, a national
community development financial institution that provides access to safe, affordable financial services to
low-income communities and borrowers. I am here on behalf of CRL and the communities we serve to
recommend that you remove the Earned Wage Access (EWA) language from the budget for vital
amendments.

Companies that offer loans directly to consumers against their next paycheck are marketing a
technology-based form of payday loan—a harmful product that Ohio and other states have appropriately
regulated. “Earned Wage Access” is nothing more than a marketing term for a product designed similarly to
payday loans, with terms that tend to create a long-term cycle of debt for borrowers.

No-cost options for consumers are illusory and difficult to access, negating their utility. According
to Earnin’s terms of service, the non-expedited advance takes 1-2 banking days to be deposited, while the
expedited service takes up to 30 minutes. The overwhelming majority of users (roughly 90%) pay express
fees when immediate access to cash is necessary—after all, that is the entire purpose of getting an EWA
advance.

EWA providers use a host of techniques, adopted from the field of behavioral economics, to induce
users to pay the company a “tip” for a product that is advertised as “free.” For example, EWA providers that
derive revenues from tips typically design their consumer-facing applications (“apps”) to default to the
payment of a tip, requiring users to take additional steps to avoid paying. Other tactics include suggesting to
users that paying a tip helps keep the service available. For example, Earnin’s terms of service tell
consumers that tips “help fund” the service and “keep [it] going.” These tactics have proved highly effective
at driving users to pay “tips” to EWA providers.

Tipping, expedite fees, and subscription fees are substantial finance charges. One provider
commented that 40% of its revenue comes from tips and that it would have to significantly change its
business model without them. This is strong evidence that their business model depends on loans for which
the true cost is often higher than advertised or disclosed, with an APR that would far exceed Ohio’s usury
cap.

To quote one of their representatives, EWA providers target “liquidity-constrained and credit-thin”
laborers living paycheck to paycheck, often struggling with insufficient income to meet their expenses. But
costly debt tends to make matters worse. EWA providers should not get a pass from Ohio’s usury limits
when lending to these individuals. We do not believe this bill, as drafted, is adequate to protect Ohio
consumers. We recommend that any regulation of EWA products include provisions classifying these
payday advances as credit, and the providers as lenders.



This bill would codify a business model that, by design, drains millions of dollars from consumers
without the guardrails Ohio requires of similarly situated credit products. We urge this committee to reject
this bill and treat EWA companies according to what they are: app-based payday lenders.

Please consider the enclosed materials for more information on the impact these fintech lending
practices have had on consumers and what other lawmakers and regulators have done in response. Thank
you for your consideration.

Sincerely,

Monica Burks

Policy Counsel

Center for Responsible Lending
www.responsiblelending.org




Earned Wage Advance (EWA) Products: States Should Regulate as Credit to Protect Consumers

Ohio

Most frequently used EWA providers:
Brigit, Cleo, Dave, Earnin, FloatMe
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All calculations are based on 10,211 advances in checking account transactions data from 01/2021-06/2024 from 252 SaverLife members.
SaverlLife is a nonprofit financial technology company, and its members are mostly low-moderate-income individuals. EWA users were
identified by creating filters for deposits containing EWA company names, including direct-to-consumer products Dave, Brigit, MoneyLion
Instacash, Cleo, Earnin, FloatMe, Empower, Albert Instant, Varo Advance, Klover, and employer-partnered products DailyPay, Branch, PayActiv,
ZayZoon, Tapcheck, Rain, Instant Financial, Inmediate, Wagestream, One@Work (formerly Even). Note that EWA users in the SaverLife

sample are not necessarily representative of EWA users at large.
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About The Center for Responsible Lending (CRL)

The Center for Responsible Lending (CRL) is a non-partisan, nonprofit research and policy advocacy organi-
zation working to promote financial fairness and economic opportunity for all, end predatory lending, and
close the racial wealth gap. CRLs expertise gives it trusted insight to evaluate the impact of financial prod-
ucts and policies on the wealth and economic stability of families, including people of color, women, rural,
military, low-wage, low-wealth, and early-career workers and communities. CRL is an affiliate of Self-Help,
one of the nation’s largest nonprofit community development financial institutions. We work in partnership
with national and local consumer, faith, and civil rights organizations.
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Executive Summary

Payday loan apps are designed to be a debt trap—much like storefront payday loans. They both draw
borrowers into a pattern of repeated borrowing and a succession of fees that pull from already-stretched
paychecks, creating demand for the next loan.

Payday loan app companies try to evade state credit laws by promoting a legal fiction: they claim that
these loans are not loans. As state regulators and attorneys general investigate and challenge industry
violations of credit law, these lenders have lobbied state legislatures for exemptions from those laws.

This policy brief provides state lawmakers, regulators, and attorneys general with an update on federal
and state developments from 2025 and recommendations for protecting borrowers.

State lawmakers should:

* Reject attempts to exempt app-based payday lenders from credit laws.

o In states that have—through strong rate caps—effectively banned triple-digit interest storefront payday
lending, hold app-based payday lenders accountable to the same rate caps.

« In states without strong rate caps on these loans, impose strong caps on fees (including “tips”) on a
per-loan and per-month basis.

e Ensure that multiple lenders do not lend against the same wages.

« Require robust data reporting and transparency.

State regulators and attorneys general should use their enforcement authority to ensure these lenders
follow the law.




Introduction

Payday loan apps, often marketed as “Earned
Wage Access,” are short-term advances against App-based payday lenders have
a borrower’s next paycheck. These app-based branded themselves as instant,
payday loans are offered in two primary models: fast, or qm'ck cash. advance apps,

. . but the evidence is clear: “Earned
employer-integrated apps, where repayment is .
deducted directly from wages through payroll Wage Access” loan apps are

dd y 9 9 phy a fintech version of the same

systems, and direct-to-consumer apps, where high-cost, debt-trap model as
fintech lenders debit consumer bank accounts storefront payday lenders.
for repayment. App-based payday lenders have
branded themselves as instant, fast, or quick cash
advance apps, but the evidence is clear: “Earned Wage Access” loan apps are a fintech version of the same
high-cost, debt-trap model as storefront payday lenders.

The business model exploits financial precarity; it does not solve it. Research from the Center for Responsible
Lending (CRL) confirms that payday loan apps are not occasional use financial tools. They are loan products
designed to drive repeat borrowing and extract high fees. Analyzing bank account transaction level data
over a full year after a borrower’s first payday app loan, CRL found that such borrowing escalates over time,
with monthly loan use doubling in the first year from two loans per month on average in month one, to four
by month 12." CRLs review of transaction level data found that borrowers are taking out loans repeatedly
and that using multiple lenders is common. Three quarters (75%) of borrowers took out at least one advance
on the same day or day after making a repayment, replicating the same debt cycle seen in traditional pay-
day lending.? In addition, CRL found that overdrafts on consumers’ checking accounts increased 56% on
average after use of an advance product, demonstrating how these products directly exacerbate financial
instability rather than alleviate it.?

Along with other tricks to push frequent reborrowing, lenders impose caps on the amount of money that
can be borrowed in a single loan, driving borrowers to take multiple loans in quick succession (sometimes
on the same day) to borrow the desired amount. This enables lenders to extract multiple expedite fees and
tips from what could otherwise have been a single transaction. Payday app loans are designed to produce
this result, pushing people deeper in a debt trap and adding more unaffordable debt.

CRL research also reveals a high incidence of “loan stacking,” where multiple payday app lenders extend
advances against the same paycheck. For example, a borrower may take an advance from Earnlin, then
borrow again from MoneyLion and DailyPay within the same pay cycle. Simultaneous borrowing across
multiple apps demonstrates borrower distress. This is consistent with the finding that loan stacking
increases over time, with most borrowers borrowing from more than one lender during their first year of
tracked use.* This cycle of increased borrowing exacerbates the monthly financial shortfall that drives users
into their first payday app loan.

n Nickel and Dimed: How Payday Loan Apps Drain Workers' Pay and How to Stop Them



Twenty-one states plus the District of Columbia have banned triple-digit interest payday loans, and payday
loan apps typically charge rates far in excess of permissible limits in those jurisdictions. Facing law enforce-
ment action for these and other violations, app-based payday lenders—branding themselves as “earned
wage access” or “EWA"—have lobbied aggressively in state capitals across the country and in Congress. They
are pressuring officials to exempt them from lending laws, on the purported ground that payday loan app
loans are not loans.

Most states wisely have resisted these efforts. While a few states with strong protections against traditional
payday lending have recently loosened regulations to allow payday loan apps to operate legally in their
state, the overwhelming majority of payday-free states have elected to remain payday-free. At the same
time, regulators and attorneys general are pursuing lawsuits against payday loan app companies for usuri-
ous lending and deception. This paper updates lawmakers, regulators, attorneys general, and advocates on
legislative and regulatory activity around payday loan apps in the last year and provides guidance on how to
respond to the lenders’ evasive tactics.

Payday Loan Apps: Debt Trap by Design

1. What is “EWA”? “Earned Wage Access” is a marketing term for app-based payday lenders that
deploy the same debt-trap model as storefront payday lenders. Payday loan apps, like storefronts,
offer costly, small dollar, short-term payday loans that people cannot realistically repay without
borrowing again.

2. Smallloans, high fees: Borrowers are offered small loan amounts (e.g., the most common loan
from DailyPay is $20) with accompanying expedite fees for instant delivery. In some cases, consumers
must pay subscription fees to receive loan funds, and lenders use a variety of pressure tactics to
extract tips from borrowers. As a result, consumers pay an average of 383% APR for each payday
loan app transaction.

3. On repeat: Payday app transactions generate a shortfall in customers’ pay, compelling customers
to enter additional loan transactions to cover the gap that widens with each repetition of the bor-
row-repay cycle. In addition, payday app lenders encourage repeat use through a variety of tactics,
including sending frequent in-app notifications and text messages to trigger customers to reborrow.
As a result, 75% of customers reborrow on the same day or the day after repaying a prior loan.

4. From bad to worse: Payday loan apps are designed to extract much-needed income from
borrowers’ pay, eroding their financial stability. CRL found that of the payday loan app borrowers
who overdrafted their bank account, 67% overdrafted more frequently after their initial advance
from a payday loan app, demonstrating how these products directly exacerbate financial instability
rather than alleviate it.




Federal Policy Landscape

Regulatory Action by the Consumer Financial Protection Bureau (CFPB)

In July 2024, the Consumer Financial Protection Bureau (CFPB) issued a proposed interpretive rule
confirming that these “paycheck advance products” are subject to the federal Truth in Lending Act (TILA)
and Regulation Z.” The proposed rule affirms that these products, offered through payday loan apps, are
loans, and that the tips and expedite fees are finance charges subject to disclosure under TILA and
Regulation Z.° The CFPB released the proposed rule along with an in-depth analysis of millions of payday
loan app transactions, which revealed that the average transaction size is relatively small, repeat usage

is high, nearly all workers pay for expedited access, and the annual percentage rate (APR) for a typical
employer-integrated transaction equates to 109.5%.

In addition, in early January 2025, the outgoing CFPB administration released Supervisory Highlights
outlining two major concerns with payday loan app lenders that the CFPB examined in 2024.% The
Supervisory Highlights noted that payday loan app lenders had violated federal consumer protection
law by misrepresenting the uses and benefits of tipping and by blocking users’ attempts to close their
accounts.’ As discussed below, these Highlights provide a roadmap for state regulators to pursue
enforcement actions against these lenders.

Since that time, the current administration has sharply reversed course. Among other changes, the agency
has moved to reduce supervision of non-bank entities' and has withdrawn assorted advisory opinions
regarding the application of TILA to payday loan apps."

Notwithstanding this shift in enforcement priorities, the legal analysis set out in the proposed interpretive
rule remains valid and demonstrates that existing federal law governing loan products applies to app-based
payday loans.” Though not final, the proposed rule provides useful guidance to state lawmakers, regulators,
and attorneys general grappling with how to regulate payday loan apps.

Congressional Action

In Congress, an industry-backed bill in the House of Representatives that would exempt payday loan app
loans from TILA was considered in 2024.” The bill did not advance to the floor for a vote and expired at the
end of the last congressional term. While the bill has not been reintroduced in 2025, lenders, by way of a
trade association, the American Fintech Council, are pushing the Iegislation.14
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State Policy Landscape

State Legislative Action on Payday Loan Apps

For several years, payday loan app companies have pushed lawmakers
to enact legislation exempting them from existing state credit laws.

Lender lobbyists promote these deregulatory measures under the guise For a summary

of the lenders’ purported desire for regulation. For example, industry bills of state-by-state
contain licensing requirements that purport to protect consumers, but do actions on payday
not. The lenders’ lobbying blitz has been only moderately successful, with loan apps, please
just a handful of states enacting the industry’s desired legislation in 2023 refer to the appendix.

and 2024.”

In 2025, payday app lenders continued their efforts both in states that have strong interest rate caps

and usury laws, and in states without such protections. App-based payday lenders got bills introduced in
2025 in a total of 15 states.'® Most of those bills did not advance. Ultimately, six states adopted legislation
authorizing payday loan app loans. Half of these states already permitted storefront payday lending.” Even
in those states, consumer advocates were able to win some modest protections on app-based payday loans.
While these small wins do not come close to adequately protecting borrowers, they do reflect growing
understanding of the harms that payday loan apps pose.

Industry-friendly bills passed in Indiana, Louisiana, and Utah, three states with generally weak consumer
protection laws that still permit storefront payday lending with triple digit APRs. Despite this unfavorable
context, consumer advocates scored some modest improvements to the lender-proposed bills in two of
these states. The Indiana bill requires lenders that collect tips to set the default tip to $0'® and to cap fees
at the greater of $5 or 5% of the transaction amount per advance.” The Louisiana bill requires robust data
collection and public disclosure of some aggregate data.”® While data collection and public reporting are
no substitute for substantive consumer protections, they can help regulators, attorneys general, legislators,
and other stakeholders better understand how these loans impact the people who use them.

The Utah law codifies a sweeping authorization of the predatory business model employed by payday
lending app companies that includes no limits on fees or tips.”' This is unsurprising for a state that allows
a myriad of predatory lending practices, including triple-digit APR storefront payday lending.

The remaining three states where payday loan app authorizing bills passed this year are Arkansas,
Connecticut, and Maryland. All have otherwise strong consumer protections on small dollar loans, and
all have successfully eliminated storefront payday lending within their borders. The creation of a new
regulatory regime to exempt app-based payday lenders weakens these states’ protections against usury,
in ways that are unique to each state.

Arkansas has a longstanding usury limit enshrined in the state constitution. The constitutional limit caps
rates at 17% APR.* This would seem to prohibit the vast majority of app-based payday loans and invalidate
any legislative attempt to authorize them. While the bill adopts the lenders’ claim that these loans are not
loans, this fiction seems unlikely to be effective. First, the constitutional usury provision is broad; it applies
to “loans or contracts.” Moreover, the Arkansas Supreme Court has served as a bulwark against legislative
efforts to abrogate these constitutional protections.” Thus, the validity of the law is uncertain.
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In Maryland, after regulatory guidance in 2023

made clear that many app-based loans would be Py The payday loan app industry has
%) made a massive multi-state lobby-

ing effort to gain exemption from
state lending laws in order to lend
at triple-digit interest rates.

covered under Maryland’s consumer protection
laws, payday app lenders began lobbying aggres-
sively for a carve-out.>* Under pressure, Maryland
legislators passed a law that contains some con-
sumer protections but leaves payday app lenders’
worst practices unrestrained.

Maryland’s law defines payday loan app transactions as loans but exempts them from the state’s usury
limits.” Instead, the law sets a per-transaction limit on fees. Unfortunately, the limit is too high to be mean-
ingful for consumers.*® Moreover, the bill permits payday loan app lenders to collect tips but does not
include tips within the fee limits; in fact, the law sets no limits at all on the amount lenders can collect in tips.
The Maryland bill goes even further in exempting payday loan app companies from important protections
contained in the state’s consumer credit code. It exempts these lenders from the consumer credit code’s pro-
tections against discrimination based on race, sexual orientation, and other protected identities.” It also
gives the lenders a pass from the consumer credit code’s prohibitions against deceptive advertising.?®

Governor Wes Moore allowed the Maryland bill to become law without his signature, publishing a letter
outlining reservations about the bill and identifying changes that he expects the legislature to make in

the 2026 session. The governor expressed three principal concerns: (1) the bill does not protect against the
risk that multiple lenders will lend against the same wages; (2) “the bill creates a new class of lenders with
broad exemptions from existing commercial law focused on consumer financial protection,” specifically the
Maryland Commercial Law’s prohibitions against unlawful discrimination and deceptive advertising; and
(3) the governor expressed the view that “soliciting tips for a loan in any form is inappropriate."

The Connecticut payday loan app law enacted in 2025 is stronger than the Maryland law, but it does not
provide adequate protections. The law marks a retreat from an earlier law, enacted in 2023, that made clear
that payday loan app transactions are loans and, as such, were subject to existing consumer lending laws in
the state.”” After the law went into effect in January 2024, several EWNA companies stopped lending in the
state rather than comply and began aggressively lobbying for new legislation.

The 2025 legislation affirms that payday app loans are loans and that fees and tips are finance charges.
However, the law allows these loans to exceed the state’s usury limits. Specifically, the law permits app-
based payday lenders to collect finance charges of as much as $30 per month from a borrower with a $4 per
loan limit. Unfortunately, both the per-loan fee cap and the monthly limit are too high to adequately protect
borrowers. Despite this, some lenders nonetheless opposed the bill primarily because of the fee caps.*® The
inclusion of per-transaction and per-month fee caps reflects the recognition that app-based lenders rely
upon heavy repeated use to drive up total fees collected per borrower over time.

The Connecticut legislation includes other provisions not present in other states’ laws. For example, tips

are included in the fee cap.®' Lenders also must offer borrowers the opportunity to receive up to 75% of
their earned wages in one loan, rather than set loan amount limits so low that borrowers are driven to take
multiple loans, incurring multiple fees.*? Additionally, the Connecticut law requires lenders to give customers
statements that reflect, among other things, the total fees paid.*
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The law also contains the beginnings of a protection against loan stacking. It requires lenders to implement
measures to ensure they do not lend against wages already subject to an advance by another lender, and
the law provides authority for the state banking commissioner to adopt additional rules in this area.** Like
the Indiana law, the Connecticut bill requires that lenders that solicit tips set the default tip to $0.*

In sum, the payday loan app industry has made a massive multi-state lobbying effort to gain exemption
from state lending laws in order to lend at triple-digit interest rates. While payday loan app lenders have had
some success (especially in states that permit storefront payday loans), most states have resisted the lobby-
ing and political pressure exerted by these companies. Payday loan-free states have overwhelmingly elected
to remain payday loan-free. The limited exceptions, particularly Maryland and Connecticut, demonstrate
the level of lenders' influence.

State Attorneys General and Regulators Take Action

Significant EWA developments in the last year arose in the context of enforcement, as attorneys general in
the District of Columbia and New York moved to enforce state credit laws against these unlicensed lenders.

Near the end of 2024, D.C. Attorney General Brian Schwalb sued Earnin, a direct-to-consumer payday loan
app, for its deceptive practices and usurious, unlicensed lending activity.’® The Attorney General alleges that
Earnin’s claims that its EWA product is not a loan, does not carry interest, and has no fees for instant access
are all intentional misrepresentations prohibited by the District’s unfair and deceptive practices law.”” The
Attorney General further charged Earnin with unlawfully operating without a lending license.*® In the inves-
tigation that precipitated the lawsuit, the District found that Earnln pressures consumers to engage in
multiple transactions during a single pay period by sending notifications within its app prompting users

to repeatedly take out relatively small sums to increase the fees it collects.*

The New York Attorney General filed separate suits in the spring of 2025 against DailyPay*® and MoneyLion.*'
The suits allege violations of consumer protection laws, licensed lending requirements, usury laws, and
unfair and deceptive practices prohibitions. The practices undergirding these claims include the fact that
consumers cannot receive cash advances instantly and for free, as promised; instead, they must pay expedite
fees and, in the case of MoneyLion, tips. While claiming publicly that their advances are not loans,
MoneyLion refers to its products as single payment loans, and the outstanding advances as “principal.” *

These cases are important developments both because they represent real attempts to combat payday loan
app abuses and because their allegations, based on extensive data provided to the attorneys general, reveal
the ways in which these apps harm consumers and how the business model is designed to extract more fees
through small repeat loans. For example:

+ According to the D.C. Earnln complaint, 83% of transactions include the expedite fee.** According to
the New York MoneyLion complaint, nearly 90% of all advances were assessed a fee, and in 96% of
those cases, the fee was successfully collected.**

» MoneyLion’s advances carry extremely high costs. Nearly all advances carried APRs above 100%, with
more than half exceeding 500%, and the average cost of credit rising above 800%.*

» MoneyLion employs a host of behavior techniques to drive more frequent and higher tipping.
The platform used pre-filled tip suggestions, reminders, and behavioral nudges to encourage
tipping, which generated over $7 million in tips in New York during 2018-2023, of which approximately
$6.8 million was actually collected.*® When combined with fees, the total amount extracted from New

York users exceeded $31 million.*’
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»  MoneyLion unscrupulously encourages repeat use. Even when a user’s available Instacash balance
was advertised as high as $500, individual advances were capped at lower amounts, such as $100. As
a result, users had to take out multiple advances to access the full balance, incurring multiple fees
and tips.*

» Frequent MoneyLion users are most harmed, with those obtaining two or more advances per week
generating a disproportionate share of fee and tip revenue.*” Some users who relied on Instacash every
other day or more could face monthly costs of more than $50 in fees and tips.*® The financial impact was
significant: for example, a worker with a $1,000 biweekly direct deposit who consistently took two
median advances per week could see almost $250 deducted from their next paycheck, leaving them
substantially short of covering essential expenses.”

« According to the New York Attorney General’s DailyPay complaint,’> the most common advance was

for $20, repaid in seven days with a $2.99 fee, which yielded an APR above 750%.>* As with MoneyLion,
repeat DailyPay users are most injured: many workers took advances multiple times per week, and
frequent borrowers generated a disproportionate share of revenue.** Because repayment was deducted
from subsequent paychecks, workers often faced reduced take-home pay, which drove them to seek new
advances in later pay cycles.”

» MoneyLion and DailyPay profit not just from charging fees in a single transaction, but from
creating a cycle of repeated use that drives escalating fee revenue. DailyPay identifies workers
who take advances more than twice per week as its “long-term upside,” projecting hundreds of
dollars in revenue per user by encouraging dependency through constant balance updates.”®
Similarly, MoneyLion maximizes repeated fee collection by preselecting costly options, limiting
alternatives, and sending “boosts” that temporarily increase total funds available to increase

Instacash "approximately 25%.”’

In addition to state attorneys general, state regulators are making it clear that payday lending app
companies are making loans, and that these products are covered by existing consumer credit laws.
For example, the financial regulator for the state of Maine issued an advisory ruling in June 2025
explicitly stating that payday lending app companies are advancing money to consumers and are
therefore subject to Maine’s Consumer Credit Code.”®

City Steps Up Against “Modern-Day Payday Lender"

On October 6, 2025, the mayor of Baltimore, along with the city council, filed an injunction action
against MoneyLion alleging that the lender uses misleading marketing and usurious interest charges
that trap residents in an "exploitative cycle of debt." The lawsuit is the first of its kind from a city
against an app-based payday lender and brings claims under both state law and Baltimore’s
Consumer Protection Ordinance. Similar to the findings reported in the complaint filed by the

New York Attorney General against MoneyLion, the City of Baltimore found that despite marketing
emphasizing instant access to “zero interest” loans, the fintech payday lender's imposition of expe-
dite fees and tips constitutes interest that total more than 10 times the states 33% interest cap.>®
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Courts Side with Borrowers in Class Action Suits

In all of these cases,
In addition to facing these state enforcement actions, courts ruled that plaintiffs
had validly stated claims

that payday loan app
companies offered loans.

payday loan app companies suffered a string of defeats
in their attempts to dismiss private lawsuits seeking
redress in 2025. Notably, in all of these cases, courts
ruled that plaintiffs had validly stated claims that payday
loan app companies offered loans notwithstanding industry claims that these advances are “non-recourse”
(meaning that the companies will not go after a user that does not repay the advance).

« Inthe spring of 2025, the United States District Court for the Northern District of California denied a
motion to dismiss filed by Earnin against a putative class action.®® Applying Georgia law and TILA, the
court concluded, among other things, that the complaint sufficiently alleged that Earnin is making loans
under both laws.*' Rejecting EarnIn’s claims that their loans are “non-recourse," the court concluded that
whether a transaction is a loan depends on the real intent and understanding of the parties, and that
such transactions should be scrutinized based on their substance, not their form.?

o In August 2025, the United States Court for the District of Maryland denied Earnin’s motion to dismiss a
claim by a putative class of plaintiffs that it violated the Maryland Consumer Loan Law by making loans
without a license and with interest rates that exceed the maximum limitation.** The court specifically
held that Maryland lending law applies to transactions purported to be nonrecourse.®® In addition, the
court held that the state’s new EWA bill did not relieve Earnin from liability for the period of time before
the law went into effect.”®

o Alsoin August 2025, the United States District Court for the Eastern District of Pennsylvania denied
another Earnln motion to dismiss, this time against claims by a putative class action under TILA and
Pennsylvania usury law. The court held that the complaint plausibly alleged that the expedite fees and
tips Earnin solicits are finance charges under both statutes, which require only a “connection” between
the imposition of the charge and the extension of credit.®®

» In September 2025, the United States District Court for the Western District of Washington denied a
motion to dismiss filed by payday app lender Cleo, in a putative class action under the federal Military
Lending Act (MLA) and TILA.*” The court refused to compel the case to arbitration and held that Cleo’s
payday loan advance product is credit, and that both the expedite fees and subscription fees it collects
are finance charges.

o In October 2025, another judge of the U.S. District Court for the Northern District of California held
that payday loan app loans issued by Empower are "credit" under the MLA and TILA, and that Empower's
subscription fees and instant transfer fees are "finance charges" under those statutes. The court so held in
the context of denying Empower's motion to compel arbitration, which cannot compel to arbitration
claims that a lender has violated the MLA. Notably, the court also held that Empower's loans met the
Regulation Z/TILA definition of a "payday loan."s8




Conclusion and Recommendations

Reining in the abuses of payday loan apps, the new frontier in payday lending, will require strong action
from legislators and enforcement by attorneys general and regulators.

With regard to legislation, the best protection against the harms of payday lending is a 36% APR cap. States
that have such protections should maintain and enforce them—not shield app-based payday lenders from
them. Maryland, Connecticut, and Arkansas—states that have strong rate caps against storefront payday
loans, but enacted statutes to exempt app-based payday lenders—should repeal these exemptions. At a
minimum, these states should revisit these new laws to put significantly stronger protections in place.

For Maryland, this means eliminating authorization for unlawful tips, reducing the extremely high per-loan
cost caps, pairing them with strongly protective monthly cost caps, and restoring anti-discrimination and
deceptive advertising protections. For Connecticut, it means strengthening per-loan and monthly cost caps
that are still too high to protect the struggling borrowers targeted by these lenders. Indiana should repeal
confidentiality provisions that shield payday loan app data from public oversight and amend its fee cap by
reducing the per-loan cost cap, prohibiting tips or including them in the cap, and adding a monthly cap.
Louisiana, Utah, and other states that enacted industry-driven legislation should reverse laws that legitimize
unlimited fees and tips. In all cases, lenders should be prohibited from lending against wages that another
lender has already lent against.

Across the board, transparency is essential. States should require payday loan app companies to report data
on transactions, fees, revenue, and consumer usage, and to make this information public. Without visibility,
the true costs of these loans remain concealed, allowing the industry to hide behind unsubstantiated claims
that payday loan apps are a benefit rather than a trap. California already requires app-based loan providers
to report to the state financial regulator but must commit to making that data public. In Maryland, the state
financial regulator should take full advantage of its authority under the state’s new cash advance loan law to
collect and publish important data on these loans. In Connecticut, the banking commissioner should use
their rulemaking authority to impose effective loan tracking methods to stop lenders from facilitating loan
stacking. Other state regulators should use available authorities to compel information from app-based
lenders about loan costs, borrowing patterns, and usage rates.

With regard to enforcement, in states where industry has not obtained a carve-out from state credit laws,
regulators and attorneys general must take action to apply those laws to payday app loans. CRL strongly
supports the efforts in the District of Columbia and New York to do just that and encourages other states to
follow those jurisdictions’ lead.

There are other legal theories that state officials should assert to combat the worst abuses of the payday
loan app industry. In particular, industry practices raise potential unfair, deceptive, and abusive acts or prac-
tices claims (“UDAAP claims”), which many state financial enforcers can bring directly under state law—and
all such enforcers can bring under federal law (see chart in the appendix for more information). The indus-
try’s deceptive practices around advertising “free” advances that nearly always solicit a fee and/or tip and
abusive practices around trapping users in a cycle of repeat reborrowing are ripe for challenge under these
UDAAP statutes. And, as the CFPB has noted, lenders’ representations around the purpose and benefits of
tipping and their conduct preventing users from canceling their accounts also constitute UDAAPs.5° Notably,
these claims can be brought even in states where payday loan apps are exempt from state credit laws.

n Nickel and Dimed: How Payday Loan Apps Drain Workers’ Pay and How to Stop Them



The accompanying state law chart (see appendix) serves as a shorthand guide to state regulation of payday
loan apps in the states that have authorized them. It provides a side-by-side comparison of where states
have imposed meaningful consumer protections, such as comprehensive cost limitations, data reporting,
and enforcement authority, and where significant gaps remain. By presenting this information in a single,
digestible format, the chart allows lawmakers, regulators, and advocates to quickly identify trends, compare
state approaches, and assess the effectiveness of different policy choices. The chart highlights which states
have acted to curb abusive fee structures and high-pressure tip systems, which have taken steps to enforce
their existing credit laws, which have created loopholes for this industry, and which have not acted at all.
This chart is therefore a practical advocacy tool equipping decisionmakers with a clear, visual snapshot

of where strong protections exist, where harmful carve-outs have been enacted, and where urgent action
is still needed.




"2.njeubis s Jouianob ay3 bunieme si pue ainie|siba) ay1 passed sey ‘91n3eis dyyan S23e1s syl buipuswe 1y Yy SHIOA MON

"}D349 03Ul JUIM } J3YJe S1eK N0y ‘60T A1enigad ul aaidx |im Jeys swibas uonesisibal e ‘uoire|nbai ela ‘paldeus eluloiled ,

*$10e 9|qeuoIdsUOdUN Jo aAdadap 1qiyoid A|uo 1ey) suondalold dyan aAey eluibiip 1S9 pue ‘e10yeq Yanos ‘epeas ‘sesueyly ‘suoldajold dyyan papuedxa aney XX, YIm payew salels

$9)0U3004

<
x

pues| apoyy

elueAjAsuusd

uobalp

oo

X | X[ X[ X[ X

euljoied) YuoN

%

SIOA MBN

Aasiar maN

241ysdweH maN

e3SRIgON

euelUON

©10SAUUIN

S}yesnyodesselp

stoulji

llemeH

elbioan

eIqWIN|O) O PISIA

X X[ X| X| X | X| X| X[ X| X| X| X| X| X| X[ X

opelojod

X

ejuioyl[ed

X X[ X X[ X| X| X[ X| X[ X| X| X| X| X| X[ X[ X| X| X

x| B x| x| x| x| x| x| x| x| x| x| x

euozuy

wia)sAg
Buiioday
uoljdesuel|
asodw| 01
Aoyiny

palinbay
buipioday
lgnd
dJIpouad

palinbay
puiioday
Japua

Aoyiny
dvvdan
|esopaS

foyiny
dvvan
/dvan 91eis

anlels
buipua Jejjop
[lewS yum
9oueldwo)
a1nbay 03
oy3

sddy
ueo AepAed
0} anbiun
2In1dNAS
Buisuadi
/uonensibay
saysi|gelsy

uwirg
Jo de) 994
9162166y

Alyauony

Nwir] 994
uoldesuel|

(%9€ “69)
de) ey
ueo Jejjog

-19d -l|lews buons

aje1s

A>uaiedsues] 13 bunioday eyeq

YBISISAQ 73 JUSWAdIoU]

suoneywWIT 350D

“fouaipdsupuy apiroid pup
slawinsuo2 123304d A|aA113442 J0U S0P 1Dy} dWaYds A103pjnbai v 4oy buipiroid pup smpj 3ipaid a3p3s buiisixa woly sarjpswayl bundwaxa siapuaj AvpAvd paspq-ddp Aq paysnd

smpj passod Apab uj sa3p3s "y10q 4o ‘sddp upoj AopAod uo uoiIL uaxp} 4o ‘bulpua) AbpApd pajpuiwila ALY IDY) SMD] PaIdDUS J3Y3Id dADY 31DYD SIY} Ul papNjoul SaIDIs ay |

sddy ueo AepLAed uo uonoy ajeis-Ag-alels

XIAN3ddV



‘buiyodai d1jgnd sipouad pue buniodal
uonoesuel} spnppul jeyy suoienbas yuswsidwi pjnoys pue ssjuedwod dde ueo| AepAed wo.y ejep A1essadau 109)|0d 03 A30YyIne sey uolie|nbay [eIDUBULY JO JSUOISSILILIOD SpuejfIely |,

‘w0y 91ebaibbe ul pajuasaid uorrewogul yum paysiignd aq [jim siiodas [enuuy ‘suoidesuel) dde ueoj AepAed oy
3|9eINgII1Ie SNUSASI [L10} pUR ‘PIAISI3I sUoljeuop pue sdij Jo Junowe |30} ‘s1aWwo3snd snbjun Jo Jsquinu [e303 33 ‘sbulyl 19yio buowe ‘3so|sIp Jeyy s}odal [enuue JIWQNS 3SNW SIBPUT

'siapinoad ajdiinw wouy sabem awes 3y} Jsuiebe BuIMOIIOg WOI SIIMOII0] JUSAId 03 S3|NJ 39S 0} UOISSILIWOD) Bupjueg INJ1323UU0D) 3y} SIIMOdWS Me| INJ1IIBUUOD) Y] 6
'sd1} Bulpn|pul ‘pa129]|0d S99} ||e JO SAISN|DUI S JBpUd| Jad W 934 A[Yuow aY] ¢
'sd1} Buipn|oul ‘pa123]|0d $234 ||e JO SAISN|DUI S| JIWI| 934 Uoldesuei}-iad ay] ,

‘uoiyqiyosd Ainsn
9U} WO} SIN0-dAJRD 31eald 0} S)dwialie dANe|sIBS] parepljeAul ‘4sed sy Ul ‘sey ey} pue a3niels Buldluod e dwnil pjnom jeyl AINsn Uo uolgIyoid [eUOIINHISUOD B Sey Sesueyiy o

"9Nss| SIY} Uo
2duepinb anssi pjnoys Joje|nbai |erdueUL 1e1s Y3 ‘AJulenadun Aue si 319Y3 Juaixa 3y} 0} pue ‘sueo| dde ueo| AepAed ssedwodus me| uoibuiysep) Jopun ueo| AepAed pue ueoj Jo suoiHuyaP
9y eak 1ad |ejoy sueo| 3say} Jo yb1s ueyy aiow Ino Huryel woly siswnsuod syqiyold pue aseqejep bupydesy A1ed-piiy) e o3 sueoj 1odal 0} s19pud| AepAed ||e saiinbas me| uoibulysep ¢

*/70T 'L Alenuer uo 309} oju| S206 pue|s| Spoyy Ul sueo| Jejjop |[ews [je uo ded a3el %9€ ay]

X X X X UISUODSIA
x x x yen
X X X eul|0Je) YInos
X X X X epensN
X X X LINOSSIA
X X XX X X puejfiepy
X X X X eue|sINoT
X X X sesuey|
X XX X X euelpu|
X X X X X X 1N21309UU0)
X X oX sesue)ly
X X X eluIbJIA 1S9
X X X uobulysepm
X X X eluibaip
X X X JUOWIIDA
X X X e1oyeq yinos
sddy
21n1e1S ueo AepAed
wR1sAS buipua Jejjop 01 anbiun
Buinioday paiinbay [[BWS yum aIn1NAs W (9%9¢ “63)
uolnesuel| Buiioday | palinbay Aoyiny Aoyiny due|dwod BuIsuadI] Jo de) 934 Wi 994 de) ajey

9sodwi| 0} dllgnd Buiioday dvvan dvvan alinbay 0} Juonelsibay 91ebaibby | uondesuel| ueo Jejjog

Ayioyiny d1poLidd dapuaT [es9pa | /dvan 2es vo3 saysl|qeis3 Ajyauow -13d -llews buons ajels
A>uaiedsuel) 1 bunioday eyeq 1YbISIBAQ 73 JUSWIADIONUT suoneMwiI] 350D

(a3anNILNOD) X1aN3ddy) sddy ueo Aephed uo uolydy a1els-Aq-ajels




Endnotes

! Center for Responsible Lending, Escalating Debt: The Real Impact of Payday Loan Apps Sold as Earned Wage Advances (EWA)
(2025).

2 Center for Responsible Lending, Not Free: The Large Hidden Costs of Small-Dollar Loans Made Through Cash Advance Apps
(2024).

3Id. at 8.

4 Center for Responsible Lending, Escalating Debt: The Real Impact of Payday Loan Apps Sold as Earned Wage Advances (EWA)
(2025).

5 Consumer Fin. Prot. Bureau, Consumer Credit Offered to Borrowers in Advance of Expected Receipt of Compensation for Work
(Proposed Interpretive Rule, July 2024).

5ld. at 7.
7/d.
8 Federal Register, Supervisory Highlights, Issue 37 (Winter 2024), 90 Fed. Reg. 607 (2025).

9|d.at612.
"% Federal Regjister, Legal Standard Applicable to Supervisory Designation Proceedings, 90 Fed Reg 41520 (2025).

" Federal Register, Interpretive Rules, Policy Statements, and Advisory Opinions; Withdrawal; Truth in Lending (Requlation Z); Con-
sumer Credit Offered to Borrowers in Advance of Expected Receipt of Compensation for Work, 90 Fed Reg 20084 (2025).

2 While federal law establishes a broad regulatory framework for consumer lending, it does not impose substantive limits on
loan costs, with the exception of the Military Lending Act, 10 U.S.C. § 987, et seq., which caps the annual percentage rate at
36% for covered loans to servicemembers, as defined by the Truth in Lending Act, 15 U.S.C. § 1601, et seq. As a result, state
laws and enforcement play a crucial role in regulating interest rate limits and other lending practices to protect borrowers.

3 Earned Wage Access Consumer Protection Act, H.R. 7428, 118th Cong. (2024).
" Lynne Marek, EWA Players Seek Federal Oversight (2025).

' Center for Responsible Lending, A Loan Shark in Your Pocket: The Perils of Earned Wage Advance (2024).

'S Az. Sen. Bill SB 1582 (2025); Ark. House Bill 1517 (2025); Colo. House Bill 25-1020 (2025); Conn. Sen. Bill No. 1396 (2025); Ind.
House Bill 1125 (2025); La House Bill 368 (2025); Me. House Bill 1915 (2025); Md. House Bill 1294 (2025); Minn. House Bill 2874
(2025); N.M. House Bill 59; N.Y. Senate Bill 53332A (2025); Ohio Senate Bill 117 (2025); Or. Senate Bill 481 (2025); Wash. House
Bill 1063 (2025); Utah House Bill 179 (2025).

V7 See Ark. House Bill 1517 (2025); Conn. Sen. Bill No. 1396 (2025); Ind. House Bill 1125 (2025); Md. House Bill 1294 (2025); La
House Bill 368 (2025); Utah House Bill 179 (2025).

' Ind. House Bill 1125 (2025) at 34.
Y |d. at 35.

20 | a House Bill 368 (2025) at 7.

2 Utah House Bill 179 (2025).
2 Ark. Const. art. XIX, § 13; Ark. Code Ann. § 4-57-104 (2025).

3 )D Supra, Does the Recent Earned Wage Access Law Change the Requlatory Environment in Arkansas?

24 Maryland Commissioner of Financial Requlation, Guidance on Earned Wage Access Products

% Md. House Bill 1294 (2025) at 2.

% Expedite fees are maxed out at $5 for transactions under $75 and $7.50 for transactions over $75.
% Md. House Bill 1294 (2025) at 13.
%8 Md. House Bill 1294 (2025) at 14.

2 Conn. Gen. Assemb., An Act Concerning Various Revisions to the Banking Statutes (2023).

* Lynne Marek, Connecticut enacts controversial EWA law (2025).

n Nickel and Dimed: How Payday Loan Apps Drain Workers' Pay and How to Stop Them



3! Conn. Sen. Bill No. 1396 (2025) at 3.
%2 Conn. Sen. Bill No. 1396 (2025) at 9.
% Conn. Sen. Bill No. 1396 (2025) at 11.
3% Conn. Sen. Bill No. 1396 (2025) at 12.
% Conn. Sen. Bill No. 1396 (2025) at 13.

% District of Columbia v. Activehours, Inc. (Earnin), Complaint, No. 2024-CAB-007303 (D.C. Super. Ct. Dec. 2024).

¥1d. at 15.

*®d. at 16.

*ld.at11.

“* People v. DailyPay, Petition, No. 154851/2025 (N.Y. Sup. Ct. 2025).
*! People v. MoneyLion, Complaint, No. 451303/2025 (N.Y. Sup. Ct. 2025).
2d. at7.

3 District of Columbia v. ActiveHours Inc. at 10.

* People v. Moneylion Inc. at 18.

*ld.at17.

*1d. at 16.

¥1d. at 26.

*1d. at 20.

*1d.at32.

*d.

2 d.

%2 People v. DailyPay, Inc. at 1 99.

*3 people v. DailyPay, Inc. 1 100.

** People v. DailyPay, Inc. at 26.

*|d. at 23.

*¢ People v. DailyPay, Inc. at 25-26.
%7 People v. MoneyLion Inc. at 25.

> Maine Superintendent of Consumer Credit Protection, Advisory Rule defining “earned wage access” products as

“loans” (2025).

59

°'d. at 8.
2 /d. at 6.
% Johnson v. Activehours, Inc., No. 1:24-cv-02283, slip op. at 2 (D. Md. Aug. 2025).

*/d. at7.

®Id.at11.

% Golubiewski v. Activehours, Inc., No. 3:22-CV-02078 (M.D. Pa. Aug. 2025).
 Moss v. Cleo Al Inc., No. 2:25-CV-00879 (W.D. Wa Sept. 2025).

%8 Vickery v. Empower Finance, Inc., No. 3:25-cv-03675 (N.D. Cal. Oct. 2025).

% See notes 8 and 10, supra.

Mayor Brandon M. Scott Sues MoneyLion for Operating Digital-Age Payday Lending Scheme, press release (Oct. 6, 2025).
% Orubo v. Activehours, Inc., Order Den. Motion to Dismiss at 2, No. 5:24-cv-04702-PCP (N.D. Cal. April 2025).



....
0., o0
®0q0°.
Oose®
Center for Responsible Lending

www.responsiblelending.org

The Center for Responsible Lending (CRL) is a non-partisan, nonprofit
research and policy advocacy organization working to promote finan-
cial fairness and economic opportunity for all, end predatory lending,
and close the racial wealth gap. CRLs expertise gives it trusted insight
to evaluate the impact of financial products and policies on the wealth
and economic stability of families of color, rural, women, military, low-
wage, low-wealth, and early-career workers and communities. CRL is
an affiliate of Self-Help, one of the nation’s largest nonprofit communi-
ty development financial institutions. We work in partnership with
national and local consumer, faith, and civil rights organizations.

North Carolina

302 West Main Street
Durham, NC 27701

Ph (919) 313-8500
Fax (919) 313-8595

California

1970 Broadway
Suite 350
Oakland, CA 94612

Ph (510) 379-5500
Fax (510) 893-9300

District of Columbia

910 17" Street NW
Suite 500
Washington, DC 20006

Ph (202) 349-1850
Fax (202) 289-9009

Copyright © 2025 by Center for Responsible Lending





