May 9, 2006

Robert W. Werner

Director

Financial Crimes Enforcement Network
P.O. Box 39

Vienna, Virginia 22183

Via email to regcomments(@fincen.treas.gov

Re: RIN 1506-AA85 — Advanced Notice of Proposed Rulemaking
On Money Service Businesses

Dear Mr. Werner:

The National Pawnbrokers Association is the only national trade organization serving more than
2,400 members in the pawn industry. Members tend to be small businesses; only a small number of
member companies have more than a few stores and only three members of this industry are publicly
traded companies. We estimate that our members serve between 20 and 25 million consumers annual-
ly. The average loan amount is $60 and the average redemption rate for collateral securing pawn loans
is 80 per cent (that is, 80 per cent of customers repay their loans and reclaim their property). Despite
stereotypes to the contrary, pawnshops have few problems with stolen property: nationally, our figures
reveal that less than 1/10 of 1 per cent of the items securing loans or sold to us are claimed to be stolen

property.

Our member businesses often have been in operation for long periods of time, with younger
generations succeeding the older ones. They do business in urban and rural locations not well served
by commercial banks or credit unions. Their customers generally are middle-class consumers
employed in blue-collar fields. The industry has members that serve specialty niches of more affluent
customers, particularly in New York City and Los Angeles. Members tend to have long-term relation-
ships with their customers that are more like those that old-fashioned community bankers had with cus-
tomers than contemporary commercial banks have.

The pawn industry is regulated by federal, state, and local governments. Thirteen federal laws
govern the pawn industry, including the USA Patriot Act, the Bank Secrecy Act, provisions of Title 26
of the United States Code pertaining to reporting of cash transactions by those engaged in trades or
businesses made on IRS Form 8300, laws, regulations, and Executive Orders enforced by the Office of
Foreign Assets Control, Title V (Privacy) of the Gramm-Leach-Bliley Financial Services
Modernization Act of 1999, and various other consumer protection laws such as the Truth in Lending
and Fair Credit Reporting Acts. IRS field agents examine pawnbrokers’ compliance with Titles 26 and
31
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