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California DFPI Finalizes New Earned Wage
Access Regulations

Go-To Guide
e The California Department of Financial Protection and Innovation (DFPI)’s finalized regulations for
earned wage access (EWA) providers that include new registration and compliance requirements.

o Starting Feb. 15, 2025, EWA providers must register with the DFPI, provide operational and
financial information, and adhere to state lending laws.

e Registered entities must submit annual reports detailing activities, fees, and complaints.

e The DFPI plans to conduct examinations to monitor compliance with state consumer financial
protection laws.

In October 2024, the California DFPI finalized regulations for providers of income-based advances
(Earned Wage Access or EWA) [DEFINED ABOVE], clarifying registration requirements under the
California Consumer Financial Protection Law (CCFPL). These changes impose new compliance
obligations for businesses offering EWA products to California consumers.

This GT Alert summarizes the regulation’s highlights.
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Classification as Loans

— California law classifies EWA transactions as “loans,” even if fees are nominal or structured as
“tips” or “donations.”

— Providers must adhere to state lending laws, including rate caps and disclosure requirements.

Mandatory Registration

— Beginning Feb. 15, 2025, the DFPI will register and regulate EWA products similar to how it
regulates debt settlement services, student debt relief services, and private post-secondary
education financing.

- EWA providers covered by the new regulations must file an application by the deadline to continue
operating legally in the state. After Feb. 15, 2025, it is prohibited to offer EWA products in the state
without filing an application.

— The Nationwide Multistate Licensing System & Registry (NMLS) will manage the application
process, which requires providing detailed operational and financial information, compliance
policies, and evidence of consumer protection measures. Registrants will also be required to create
a self-service portal account with the DFPIL.

Fee Transparency Requirements

— Providers must clearly disclose all fees, including optional charges, to consumers before offering
services.

— Misleading marketing practices, including presenting fees as “voluntary” without adequate
explanation, are prohibited.

Consumer Protection Standards

— Providers must implement policies to ensure consumers fully understand the terms of EWA
services.

— Mechanisms to address complaints and disputes must be accessible and transparent.

Annual Reporting Requirements and Examinations
— Registered entities must submit annual reports detailing their activities, fees charged, and
complaints received.

— Non-compliance with reporting requirements may lead to penalties, suspension, or revocation of
registration.

— The DFPI will also conduct examinations to monitor compliance with applicable state consumer
financial protection laws to detect any unfair, unlawful, deceptive, or abusive acts and practices.

Exemptions

— Under the CCFPL, certain persons are generally exempt from the law and its implementing
regulations, such as licensees of other California state agencies and those who are already licensed
under the DFPI, including, but not limited to, finance lenders and brokers, residential mortgage
lenders, mortgage servicers, mortgage loan originators, and escrow agents.

These regulations mark a significant shift in the regulatory landscape for EWA providers in California.
Businesses should review their operational models to enhance compliance with lending laws, registration
obligations, and consumer protection standards. Failure to comply may result in enforcement actions,
including financial penalties and loss of operational rights in the state.
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In response to these new regulations, EWA providers should consider:

e Assessing the Current Model
— Determine whether the EWA services offered fall under the DFPT’s definition of “loan.”
— Evaluate fee structures, marketing practices, and consumer disclosures for compliance.
o Initiating Registration
— Create an account in the NMLS and submit the required application to the DFPI as soon as
possible after the application is released, but no later than Feb. 15, 2025.

— Prepare the application’s supplemental documentation requirements, including financial records
and compliance policies.

e Enhancing Compliance Policies
— Implement robust consumer protection measures and train employees on the new requirements.

- Establish internal processes for ongoing compliance monitoring and reporting.
The DFPI released FAQs to assist EWA providers in complying with the new regulations.

A proactive and thorough approach may help EWA providers navigate the complexities of California’s new
EWA regulations. Compliance is crucial to minimizing the risk of penalties but may also help build trust
with consumers and regulators alike. By staying ahead of these regulatory changes, EWA providers can
potentially enhance their standing in the financial services industry and maintain their operations in the
nation’s largest market.
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