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Why the Unbanked
Refuse to Cash Checks

How to pay them & keep reconciled accounts
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INTRODUCTION

Unbanked and underbanked for Nation, 2017
All Households

The last FDIC Survey”was held in 2017 and
uncovered astonishing information
regarding the unbanked and underbanked
households. 6.5 percent of U.S. households
were unbanked - which comprises of 8.4
million households or 14.1 million adults
and 64 million children. Being
underbanked means that while the
household has an account at an insured
institution, they obtained financial
products or services (such as paying bills)
outside of the banking system.
Approximately 24.2 million households, or
489 million adults and 154 million
children, were considered underbanked in
2017. 9.2 percent of U.S. households used
prepaid cards; unbanked households were
the most likely to use prepaid cards. (@) nbanked @ beniedt: Underbenked

Q Banked: Fully banked . Banked: Underbanked status unknown

6.5%

6.3%

« Source: 2017 FDIC National Survey of Unbanked and Underbanked Households.
= Underbanked definition is based on the following AFS: check cashing, money order, remittance, payday loan, rent-to-own service, pawn
shop loan, refund anticipation loan, and auto title loan.

Unbanked for All States, 2017
All Households, Unbanked
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+ Source: 2017 FDIC National Survey of Unbanked and Underbanked Households.
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[1] https://www.economicinclusion.gov/surveys/2017household/ FINANCIAL



Unbanked and underbanked for Nation, 2017 by Race/Ethnicity

All Households
80%

77.1%
69.2%

64%

55.8%
49.7%

48% 45.8%

32%

17.5%
14.1%

16%

0% : : F = : : ‘
Black Hispanic Asian White Other

Unbanked : Banked: Underbanked D Banked: Fully banked

« Source: 2017 FDIC National Survey of Unbanked and Underbanked Households.
« Underbanked definition is based on the following AFS: check cashing, money order, remittance, payday loan, rent-to-own service, pawn shop loan, refund anticipation loan, and auto title loan.

Unbanked Rates for All 2017 Households

Main reason unbanked for Nation, 2017

Unbanked households Fam||y Income
126% Less than $15,000 25.7%
‘ $15,000 to $30,000 12.3%
$30,000 to $50,000 5.1%
$50,000 to $75,000 1.5%
At least $75,000 0.6%

Source: https://www.economicinclusion.gov/downloads/2017_fdic_unbanked_hh_survey report.pdf
2.1%

34.0%

e Only 17.4 percent of unbanked households
saved for emergencies or unexpected
expenses. The underbanked and fully banked
saved at 56.3 and 61.6 percent respectively. Out
of the 17.4 percent, 66.8 held their savings in
home or with family/ friends and 10.1 percent
kept it on prepaid cards.

15.5%

. o Low-income earners, Blacks, and Hispanics are
disproportionately unbanked and incarcerated
Olnconvenient hours anconvenient locations at hig her rates as We”.
.Account fees too high .Account fees unpredictable
. Banks do not offer needed products or services . Do not trust banks
‘ Do not have enough money to keep in account ./—\voiding bank gives more privacy FI nd | ng a trUStWO rthy, conven Ient, a nd secure
%ID, credit, or former bank account problems OOther reason Way for the unbanked population to Store and

Unknown

save money is of paramount importance.
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«+ Source: 2017 FDIC National Survey of Unbanked and Underbanked Households.

[2] https://www.fdic.gov/householdsurvey/2017/2017report.pdf
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THE UNBANKED & THEIR ALTERNATIVES

About two-thirds of unbanked households paid bills with cash. They typically received income through
paper check or money order, with lower rates of cash and direct deposit onto a prepaid card for
payment. Findings between 2011 to 2017 show that job losses/gains and significant income changes
are common triggers for bank account openings and closings among households that recently
changed their banking status.” The more volatile one’s income is, the more likely they are unbanked.
This is because most banks require a minimum deposit to open and maintain an account. For someone
living paycheck-to-paycheck, that may not be feasible.’

Many unbanked citizens turn to payday loans, moneylenders, and check-cashers because those options
offer stability and trust that is not achieved through banks. Personal service is important to the
communities many unbanked live in. Banks often lack the level of personal service needed while
adding undisclosed costs.’

Alternative Financial Services Use of Services Percentage
for Unbanked Households in 2017"

Money Orders I 0 50
Check Cashing | ——_— 27
Remittances [ 5.60%
Pawn Shop Loans [ 4.30%
Rent-to-Own [ 3.60%
Refund Anticipation Loans [ 3.30%
Payday Loans [ 2.90%

AutoTitle Loans [l 2.20%

0.00% 5.00% 10.00% 15.00% 20.00% 25.00% 30.00% 35.00% 40.00%

[3] https://www.economicinclusion.gov/surveys/2017household/ 1 R P
[4] https://publicpolicy.wharton.upenn.edu/live/news/1895-financial-exclusion-why-it-is-more-expensive-to-be = ‘ 1

[5] https://econreview.berkeley.edu/banking-and-poverty-why-the-poor-turn-to-alternative-financial-services/ rapl
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Annual costs: unbanked vs. banked
households

Unbanked - prepaid card without direct
deposit

Unbanked - prepaid card with direct
deposit

Unbanked - cash only (no prepaid card)

Banking status

Banked - average checking, check
cashing & money orders

Banked - NerdWallet-recommended
checking, no check cashing & average
money orders

350

Annual cost ($) 7 o
rapid
SOLUTIONS

@ Checkcashing @ Moneyorders  Prepaid debit card @ Checking account
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INCARCERATED DISPARITIES

Median annual incomes, ages 27-42 (in 2014 dollars)
Source: prisonpolicy.org/reports/pie2020.html

$47,505
$41,250
$31,245 $30,000
$26,130
$24,255 $23,745
$15,000

17,625 $19,740 >R $19,650

$12,735 $11,820 b

Black Hispanic White All Black Hispanic White All
Men Women

Incarcerated Annual Income (prior to incarceration) Not Incarcerated Annual Income

Incarcerated individuals are more likely to be low-income and/or Black or Hispanic. This group also
is disproportionately un- and underbanked. This means they are unable to conventionally cash
checks with a bank account. Instead they must seek out alternative check cashing methods which
can quickly become expensive. This takes funds away from an underserved community that often
lives paycheck-to-paycheck and fall into a financial crisis if an emergency occurs.

Racial and Ethnic Disparities in Correctional Facilities
Source: prisonpolicy.org/reports/pie2020.html

64%

40%
39%

16% 19%

13% 0~

U.S. Population Correctional Population

e=@==\\/hite ==@==Black Latino Native
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UNCLAIMED FUNDS AFFECT ACCOUNTS

An outstanding check is a check payment that has not been cashed or deposited by the payee (or
recipient of funds). Outstanding checks are considered a liability for the payor as they must keep
enough money in the account to cover the amount until it is cashed—sometimes lasting weeks or
months. Typically, after 60-90 days or 6 months, the outstanding check becomes stale and cannot
be cashed. If sufficient funds are not in the bank if the check is cleared, the payor’s account may be
charged an overdraft or non-sufficient funds (NSF) fee by the bank.

Inflated account balances, unclaimed assets, and reconciliation adjustments are timely complica-
tions that arise from outstanding and stale checks. To avoid escheatment, companies must be pro-
active to encourage recipients to cash the check. Companies should keep records of calls or letters
sent to payees.

Escheatment laws differ per state, but the general consensus is that financial institutions are
required to report when personal property (including outstanding checks) has been abandoned or
unclaimed after about five years. After the firm reports the inactive account, the state claims the
account through escheatment whereby the state becomes the owner of the account.”

gov/f ast—answers/answeﬁesceathtm html ~ \ FINANCIAL ~ SOLUTIONS ~
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¥ “When a business writes a check, it deducts
the amount from the appropriate general
ledger cash account. If the funds have not
been withdrawn or cashed by the payee,
the company’s bank account will be over-
stated and have a larger balance than the
general ledger entry.”
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DISBURSEMENT SOLUTION

Rapid Financial Solutions is built around a “user-driven input model” which means we
listen more than we talk. Our technology is customized to fit your needs. Rapid has
processed over $1.5 billion in payments by servicing over 1,000 county governments
and municipalities in nearly every state in the USA. Our mission is to provide
frictionless payment, access, and identification solutions through technology
innovations. Our technology is designed to help relieve the workload of
administrators and improve individuals’ experience by accelerating the speed and
accuracy of payments.

Benefits at a Glance

We built our products specifically to relieve the workload of administrators and improve individuals’ experience.

Payors Payees

- Get paid regardless of being unbanked

« Eliminated need to cash checks and the burden of
check cashing fees

« Payment is available immediately once account is
funded

« Cost-free options to receive their money

« Increase Individual satisfaction by providing
payment options
« Significant cost savings from going paperless

« Eliminate escheatment of unclaimed funds | | l

« Eliminate check fraud
- Immediate reconciliation

Rapid offers a variety of disbursement options to ensure funds do not
go unclaimed and are easily accessible.
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Immediate Transfer to & ©
use of debit Transfer to merchant gift currencie
card pI’O\/ided bank account card Download the app to access
these additional ways to use
your money.

2 Download on the GeTon
[ ¢ App Store P> Google Play

PayPal @
Transfer to Receive a BoEiE®
PayPal paper check charity

l¥1/5%Q'irpid



CONCLUSION

14.1 million adults are unbanked in the United States. This community
is unable to easily cash checks so Rapid Financial Solutions offers a
variety of disbursement options. These are designed to seamlessly
integrate into current payment methods for the payor, so it reduces
the workload required. Payor accounts can be loaded through credit
or debit card, ACH, wire, or check for ease of use. Payees can decide
which disbursement works best for them so they can claim funds
easier and faster. Our solution also eliminates check fraud from
companies and gives immediate reconciliation to save your company
time and money. Building trust between payor and payee is
important to us and we work hard to support it.

—rapid
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