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Dear Representative Rhoads and Committee Members,

The American Payroll Association 1 submits this letter to express our opposition to and deep
concern over House Bill 1814 (H.B. 1814) which would prohibit the payment of wages using "a
pay card, debit card, automated teller machine card, or similar means of an electronic payment
card ... "

We suspect that H.B. 1814 was introduced with the intent to protect workers and to ensure that
they receive their full wages each pay period. The APA commends Representative Rhoads'
interest in best practices associated with paying Hawaii's workers. We are concerned, however,
that banning payroll cards would hurt the very workers the bill is designed to protect. Indeed,
any payroll card program that denies employees access to their full wages already violates
Hawaii law.

As you know, Hawaii's wage payment statues require the payment of full wages on designated
paydays. Haw. Rev. Stat. §§ 388-2, 388-7. Moreover, the Division of Labor and Industrial
Relations has posted guidelines on its website addressing payment of wages using direct
deposit and payroll cards. Banning payroll cards because some employers fail to comply with

1 The APA is a nonprofit professional association representing more than 20,000 payroll professionals
and their companies in the United States. The APA's primary mission is to educate its members and the
payroll industry regarding best practices associated with paying America's workers while complying with
applicable federal, state, and local laws. In addition, the APA's Government Affairs Task Force works
with the legislative and executive branches of government to find ways to help employers satisfy their
legal obligations, while minimizing the administrative burden on government, employers, and individual
workers.
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the wage and hour laws or follow administrative guidelines is not the answer." It is akin to
banning prescription medicine because some people abuse painkillers, or banning loans
because some lenders violate usury laws.

Many well respected policymakers, consumer advocates and government regulators agree that
payroll cards can be a very beneficial option for underserved workers who often are forced to
rely on expensive alternative financial services, such as check cashers, to access their wages.
Earlier this month, Javier Palomarez, President and CEO of the United States Hispanic
Chamber of Commerce, published an Op-Ed emphasizing that "Payroll cards offer those with no
banking access a dependable option for protecting their finances. Empowering our citizens with
this much needed access, security, and convenience of prepaid payroll cards allows the
unbanked to save more of what they earn and helps them build a solid financial foundation." A
copy of the Op-Ed is attached for your convenience.

The importance of maintaining payroll cards as a permissible method of wage payment in
Hawaii is further illustrated by the following account provided by one of our members. The
member's employer processed payroll at company headquarters in San Antonio, Texas and, at
times, had difficulty delivering paychecks to employees in Hawaii. She explained:

When 9/11 happened and no planes were flying from the mainland or between
the islands, payroll checksladvices printed on the mainland had no way to get to
employees on pay day. Pay cards offer the ability to provide timely pay as part of
the company's disaster recovery plan. Funding can occur from the mainland to
the cards that are already on the island(s) for employees. Pay cards are also a
good method of processing corrections due to late payroll adjustments so that
employees can receive and access their funds, in full, asap. We also utilized
payroll cards as part of our disaster recovery plan when tsunamis and similar
weather conditions approached. Taking this option away would deny employers a
viable method for ensuring that their employees receive wages in a timely
manner, no matter what.

The APA supports legislative initiatives that provide employers with clear guidance on their
responsibilities under state law, ensure that employees have full and free access to their wages
on payday" and require training on how to use a payroll card to one's advantage. In this regard,
the APA recently joined forces with the National Consumer Law Center to develop sensible
guidelines for implementing beneficial payroll card programs. In a press release announcing the
guidelines, our organizations explained:

Though we represent different constituencies (low income consumers and payroll
administrators), we agree that payroll cards can offer unbanked workers with an
economical, safe and convenient way to receive their wages. For these workers,

2 As one commenter recently noted, "if a manager violates payroll laws, then that doesn't mean that we
need to regulate payroll cards, it means that we need to enforce payroll laws. If prepaid cards end up
being regulated out of existence, then the regulations will likely hurt the people they are trying to help."
Ben Jackson, What Does Raymond Chandler Have to Teach Us About Prepaid Regulations? (August 19,
2013).
3 For another excellent discussion of payroll cards from an organization committed to protecting low wage
earners, see Benjamin Mangan, Stop Blacklisting Payroll Cards for Worker,
http://www.linkedin.com/today/posUarticie/20130710205603-132220-stop-blackballing-pavroll-cards-for-
workers.
4Most payroll card programs provide employees with multiple ways to access their full wages each pay
period without cost. We would be happy to describe these to you.
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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."

The press release (attached) goes on to identify eight guidelines that, if followed, "can result in a
payroll card program that is mutually beneficial for both workers and employers." These
guidelines emphasize full and free access to wages, employee choice, the use of payroll cards
that are widely accepted (e.g., branded payroll cards), training and transparency of terms, free
access to account information and deposit insurance. They also caution against unsafe
overdraft protection programs and the provision of employer incentives that are detrimental to
employees.

We would welcome the opportunity discuss the above issues with you, as well as to suggest
possible amendments to the bill. In this regard, please feel free to contact Cathy 8eyda (650-
320-1824) or Bill Dunn (202-232-6889) with any questions or concerns that you may have.

Sincerely,

Cathy Beyda, Esq.
American Payroll Association
Chair, Paycard Subcommittee, Government Affairs Task Force

t\\jj~~--
William Dunn, CPP
American Payroll Association
Director of Government Relations

cc:

Rep. Mark M. Nakashima
Rep. Kyle T. Yamashita
Rep. Henry J.C. Aquino
Rep. Sharon E. Har
Rep. Linda Ichiyama
Rep. Gregg Takayama
Rep. Kaniela Ing
Rep. Roy M. Takumi
Rep. Ryan I. Yamane
Rep. Aaron Ling Johanson
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Common sense tells us that if you want a well-built home, you must build on a solid foundation. The same holds true for
building a strong financial future. It begins with establishing a solid foundation, such as having a checking and savings account.
Still, this can be an overwhelming challenge for many Americans, who do not have access to a traditional banking relationship,
or even the most basic financial services.

According to a 2011 Federal Deposit Insurance Corporation (FDIC) study on underserved households, almost 30 percent of
U.S. households do not have a basic savings account. The study also found that Hispanic households represent the second
highest number of unbanked households at 20.1 percent, falling just behind African-Americans at 21.4 percent. These numbers
are alarmingly high and illustrate the need for greater financial empowerment and inclusion to help more Americans control
their financial futures.

Most workers with established credit and banking services receive their wages via direct deposit, so that their wages are
credited to their bank account. For workers without bank accounts, however, this is not an option. For these individuals, payroll
cards can play an important role because they provide some of the same benefits and protections that traditional banking
relationships offer, while bringing them into the formal financial system.

Unbanked workers benefit greatly from electronic wage payment programs that deliver their wages directly to a prepaid payroll
card, providing them with instant, secure, and convenient access to their money. While payroll cards offer discretionary
services that may incur fees, workers are guaranteed at least one free withdrawal of wages, in full, per pay period, At a
minimum, unbanked workers can treat their payroll card like a paycheck on payday and cash it to the penny without paying a
fee.

Payroll cards also offer consumers important security protections since the cards are issued by a financial institution and are
subject to strict federal and state consumer protection laws. In addition, payroll cards eliminate the need for carrying large
amounts of cash that can be lost or stolen.

But payroll cards are more than just a plastic paycheck - they give workers access to things many of us take for granted.
Payroll cards can be used to order things online, book hotel rooms, and even pay bills. Payroll cards aren't just a more
convenient and safer way for workers to access their wages, they enable unbanked workers and their families to participate in
the economy, in ways they haven't been able to before.

Payroll cards offer those with no banking access a dependable option for protecting their finances. Empowering our citizens
with this much needed access, security, and convenience of prepaid payroll cards allows the unbanked to save more of what
they earn and helps them build a solid financial foundation. And, as more of our citizens gain that solid financial footing, we can
ultirnately get our econorny healthy again.

Javier Palomarez is President & CEO of the United States Hispanic Chamber of Commerce.

Follow Javier Palomarez on Twitter: www.twitter.com/USHCC
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American Payroll Association, National Consumer Law Center
Agree Payrolll 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
economical, 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 payroll card program that
is mutually beneficial for both workers and employers.

1. Employees must be able to access their full wages in cash at least once each pay period without
fees. Free and clear access is required by the state wage and hour laws and is critical to the success
of any payroll card program. Common methods of cash access include bank teller 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 payroll 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 teller
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
linked to the payroll card is also important to help employees avoid third party ATM surcharge fees.

4. Employers must provide clear information and training 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 providedfree 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. Additional free means of accessing
account information, like automated text messages and smart phone applications, are becoming more
common.

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 select 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 overdraft 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 responsibility, employers should
consider selecting programs that do not offer overdraft protection or other embedded credit features.
Such features can be unsafe for employees ifused unwisely and can result in a cycle 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.

###

NCLC: Since 1969, the nonprofit National Consumer Law Center® (NCLC®) has worked 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.nclc.org

APA: Established in 1982, the American Payroll Association CAPA) 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 voice in Washington, D.C.
Visit APA online at www.americanpayroll.org.


