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American Payroll Association, National Consumer Law Center
Agree Payroll Cards Make Sense for Unbanked If Proper
' Guidelines Followed

WASHINGTON, DC—Recent media stories have criticized the fees on payroll cards, a form of prepaid
debit card offered by employers to pay wages. Though we represent different constituencies (low income
consumers and payroll administrators), we agree that payroll cards can offer unbanked workers an
cconomical, safe and convenient way to receive their wages, For these workers, payroll cards can mean
no check cashing fees, greater security without the risks of cash, access to pay despite natural disasters
and the ability to make purchases over the internet and by telephone.

But not all cards are created equal, Following the right guidelines can result in a payrolf card program that
is mutually beneficial for both workers and employers.

1. Employees must be able to access thelr full wuges in cash at least once each pay pertod without
fees. Free and clear access is required by the state wage and hour laws and is critical to the suceess
of any payroll card program. Common methods of cash access include bank teiler transactions, ATM
withdrawals, convenience checks and cash back from point of sale purchases.

2. Employees must have a choice of wage payment method and be able to change it. Under federal
law, employees may not be required to receive their wages on a payroll card and must have the
choice of another payment method, typically direct deposit to an account of the employee’s
choosing, State wage and hour laws may also require a choice of a paper paycheck option.
Employees should know how to change their selection if they want to do so.

3. Employers should offer a payroli card that Is widely accepted. The logo of a widely accepted
payment brand (i.e., Visa, MasterCard or Discover) signals to employees that they can take their
card to any bank that is a member of the payment brand and receive their full wages from the tefler
each pay period without fees. In addition, branded payroll cards can be used to make purchases and
pay bills in person, online and over the telephone. A wide, convenient surcharge-free ATM network
Jinked to the payrotl card is also important to help employees avoid third party ATM surcharge fees.

4. Ewmployers must provide clear information and fraining on use of the payroll card and possible
fees, Training can ensure that employees understand the key terms and know how to access their
wages without fees. Pricing for discretionary services should be reasonable and easily
understandable,




5. Employees must be provided free and convenient access to account information, Employees
need free access to account information to check their balance, spot unauthorized charges, monitor
fees and manage their finances, They should not be charged a fee for responsible behavior, such as
checking their balance using an automated telephone system. Additionat free means of accessing
account information, like automated fext messages and smart phone applications, are becoming more
COMMOor.

6. The funds In the payroll card account must have deposit insurance. Employee wages must be
protected if the bank holding the funds becomes insolvent. Employers should setect a program that
maintains payroll funds in an FDIC- or NCUA-insured account on a pass-through basis to the
individual cardholder.

7. Be wary of vverdraft protection, Payroll cards are often promoted as a budgeting tool for low
income workers, Employees usually can spend only those funds deposited onto the card. To prevent
confusion and ensure that the program truly promotes financial responstbility, employers should
consider selecting programs that do not offer overdraft protection or other embedded credit features.
Such features can be unsafe for empioyees if used unwisely and can result in a cyctle of debt. This
principle does not prohibit a program from covering an occasional inadvertent overdraft transaction
if there is no charge to the employee.

8. Be wary of employer incentives. Some payroll card programs pay cash incentives to the
employer. Those funds might be better spent improving the card program for employees.

We believe that well-designed payroll card programs can live up to their promise, benefitting both
employees and employers.

Written by William Dunn, CPP, Director of Government Relations for the American Payroll Association
and Lauren Saunders, Managing Attorney for the National Consumer Law Center.
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NCLC: Since 1969, the nonprofit National Consumer Law Cenler® (NCLC®}) has wortked for consumer
justice and economic security for low-income and other disadvantaged people, including older adults, in
the U.S. through its expertise in policy analysis and advocacy, publications, litigation, expert witness
services, and training. www.nelec.org

APA; Bstablished in 1982, the American Payroll Association {APA) is the nation's leader in payroll
education, publications, and training. The nonprofit association conducts nearly 500 payroll training
conferences and seminars across the country each year and publishes a complete library of resource texts
and newsletters, Every year, nearly 37,000 professionals attend APA training sessions, Representing more
than 20,000 members, APA is the industry's highly respected and collective volee in Washington, D.C,
Visit APA online al www,americanpayroll.org.




