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LET US BE YOUR TRUSTED ADVISOR

We can meet you where you are
and take you into the tuture.

The p()wer Bold things happen when

experts come together, like

oi choice with expanded reach, flexibility

and innovation.

your new global
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A Jewelers Mutual® Group Company

JM INSURANCE

See for yourself how our Pawnbroker Package Policy
is tailored to your specific needs, and learn how other offerings
from JM Insurance Agency Partners can take you
into the future.

JMPartners.com °* agency@jmpartners.com
To set up your personalized consultation, call 305.445.5050.
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| AUCTIONS

TURN YOUR MELEE &
SINGLE STONES INTO CASH

SAFE. EASY. QUICK TURNAROUND.

Trusted by thousands of pawnbrokers worldwide
to get the highest cash market prices for their diamonds.

Consistent Cashflow Work With A Trusted Partner Personal Service
Get the highest cash market Rapaport's world-renowned experts One-stop-shop providing boiling,
prices every month oversee the entire process sorting, certification & consulting

Start Selling Today!

rapaportauctions.com/sell
+1-800-488-9108

YOUR DIAMONDS ARE
IN SAFE HANDS



IT’S ALL ABOUT U, OUR CUSTOMERS...

Redefining
Responsibility

Located in Alden, NY,

all of our products are
Made in America with
100% recycled gold, silver,
platinum & palladium
from jewelry scrap &
manufacturing
byproducts.

We are certified by the
SCS GLOBAL SERVICES
for 100% Recycled Gold,
Silver, Platinum &
Palladium.

We are certified as a
Conformant Smelter
by the RESPONSIBLE
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President's Message

President’'s Message

ello CAPA Family. I am state. All of this effort is on YOUR behalf!
H once again addressing you The CAPA Defense Fund, our war chest, has been hit

as CAPA President. Itismy  hard this year with the passage of our two major pieces of
honor to finish the term of Presi- legislation. So, we ask each of you to reach deep into your
dent Stan Lukowicz ashe attends  pockets and donate to the Fund. Our future as Pawnbro-
to personal and family matters. kers and business owners in California depends on it. With
Please thank him for his leader- your additional assistance, we will replenish our resources
ship for the last two years.

to fight...and win...on your behalf.

In the 2024 legislative session, over 2300 bills were in- We need your donation to ensure we have the resourc-
troduced. At least 1300 of those bills have been or will be es to continue this fight. Your donation, no matter the size,
vetoed by the governor or die in committee and never make  will go directly to legal and legislative efforts to protect the
it to his desk. Of the only 1,000 or so bills that make it all the

future of pawnbroking in California. Together, we can en-
way and are signed into law, two of them were CAPA bills!  sure that this vital industry continues to thrive, providing
In this issue you will read about the two very signifi- essential services to families, small businesses, and indi-
cant pieces of legislation that CAPA sponsored this year. viduals in our communities.
One is a revenue increase that will help all of us keep up I hope to see you all in Indian Wells at our CAPA Con-
with the ever-increasing cost of doing business in Califor-

vention. We will be disseminating the details of our legis-
nia. The other is the California Pawnbrokers Continuing lation and the Changes that you will need to make in your
Education Bill. This, the CE bill, was a major effort rep-

businesses in 2025, but there is nothing like getting the in-
resenting almost 20 years of research and development. formation firsthand. Even if you can only make it for one
It will ensure the future of our industry and association,

i AL 111 : day, the trip will be well worth it.
and that we survive and flourish in this state. Please feel free to contact me with any questions or con-
And now, we need your support!

cerns. My contact information is in your CAPA Handbook.

The California Pawnbrokers Association (CAPA) con-
stantly faces significant legal and legislative challenges
that threaten the livelihood of pawnbrokers across our

Jan Schneider

Jan Schneider
President B

Capitol Report

both the Senate and As-
sembly and was signed by
the Governor well before
the close of session. But
AB 2231, CAPA’s continu-
ing education legislation,
passed the Senate and

for concurrence in time to meet the
midnight deadline. Senate and As-
sembly leadership finally agreed to a
“bill swap” around eleven pm causing
a massive rush to beat the clock. In-
ter-party tensions grew in the Assem-
bly as Republican Legislators were

Alberto Torrico

Cathleen Galgiani

CAPA SPONSORED BILLS
AVOID END-OF-SESSION
CHAOS - SIGNED BY
GOVERNOR

Both of CAPA’s sponsored bills
avoided the end of session chaos
and gamesmanship that resulted in
the death of a dozen or so bills at the
stroke of midnight on the last day -
Saturday, August 315. SB 1198 passed

was sent back for concurrence in the
Assembly only days before the last
night of session, narrowly avoiding
inter-house tensions and a late-night
struggle over whether to convene a
special session to address rising gas-
oline prices.

During the final hours of the ses-
sion, things appeared to be at a stand-
still and Legislators panicked over
whether their bills would be held hos-
tage or transferred to the other house

accused of trying to run out the clock
by throwing up their microphones to
speak on every bill. Despite attempts
by Democrats to limit debate, a doz-
en or so bills met their death at the
stroke of midnight.

REVENUE BILL TO
ADJUST FEES

Senate Bill 1198, authored by
terming out Senator, Richard Roth,
was signed by the Governor on

California Pawnbrokers Association - CAPA




Capitol Report

August 19th. SB 1198 adjusts the
amount of fees we are able to col-
lect during pawn transactions by
allowing for the collection of a new
remote transaction fee as well as in-
creases to two already existing fees.
Our revenue bill moved through
both houses without any major hur-
dles in large part due to the high re-
gard members in both houses have
had for Senator Roth who has pre-
sided over pawn related legislation
for many years as Chair of the Senate
Business & Professions Committee.
SB 1198 passed the Senate Floor
with only two abstention votes on
May 2". Members of the Assembly
Banking and Finance Committee
passed it with a eight aye votes and
one abstention on June 17%. SB 1198
escaped the Assembly Appropria-
tions suspense file and was passed
by the full Assembly on concurrence
with 72 aye votes and no opposition
on August 8,
SB 1198 revised the defini-
tion of the “handling and stor-

A Al
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age fee” to the “handling, storage
and security fee” to account for the
increase in retail theft to our mem-
bers.

Second, SB 1198 allows for a
new remote transaction fee of up
to 3% of the transaction amount if
a customer elects to request a re-
placement loan or to redeem a loan
through electronic means. This new
fee can be charged to cover the re-
curring costs associated with soft-
ware applications.

Finally, if a pledgor fails to re-
deem any pawned item during the
loan period, SB 1198 increases the
allowable fee for services and costs
pertaining to the preparation and

mailing or electronic transmis- z

sion of the “loan expiration
notice”. Pawnbrokers may now
charge up to seven dollars ($7)
(up from $5).

CONTINUING
EDUCATION
LEGISLATION

Governor New-
som signed CAPA’s

continuing education bill, Assembly
Bill 2231 by Assemblymember Mike
Gipson, on September 12%. AB 2231
was able to escape both the Assem-
bly and Senate Appropriations Com-
mittee Suspense files, where hun-
dreds of bills meet their deaths. But
surprisingly, it faced multiple policy
challenges as it proceeded through
the legislative process.

CAPA’s legislation creates the
Pawnbroker Education Act which
requires mandatory education for
pawnbrokers prior to licensure,
and continuing education every two
years coinciding with the pawnbro-
ker’s license renewal. In-lieu of gov-

ernmental oversight, continuing
education will be overseen by the
California Pawnbroker Educa-
tion Council created by AB 2231.
The Council will be governed by

a board of directors which in-
cludes four licensed pawn-
brokers from CAPA. Re-
sponsibility for creating
the education curricu-
lum, approving provid-

ers and instructors,




Capitol Report

tracking completion of courses, and
issuing certificates of completion
shall lie with the Council.

In the Assembly Banking and
Finance Committee we faced push-
back from lawmakers who wanted
to assign greater control over the
curriculum to the DOJ. We antici-
pated this concern early on which
is why we proposed that Council
membership would include repre-
sentatives from the DOJ and local
licensing authorities. We made the
case that the Council, including
these representatives from law en-
forcement, would then establish by-
laws to oversee the program.

CAPA dodged a bullet in the
Assembly Business & Professions
Committee where committee staff
raised concerns over the fact that
our “education council” would be a
private council unlike most others
traditionally administered by gov-
ernment agencies. First, committee
staff questioned whether the Pawn-

broker Education Council should be
required to comply with the Califor-
nia Public Records Act (CPRA) which
would have required that our records
be open to inspection by the public.

Second, staff suggested that the
Council be subject to the Bagley-
Keene Open Meeting Act which
would have required meetings of
our Council to be noticed in order
to allow for participation by public.
Committee staff pointed out that
our Council would be the only non-
governmental council NOT required
to have public participation.

Other questions raised in the
Assembly Business & Professions
Committee were whether our Coun-
cil should be subject to audits by the
Office of State Audits and Investiga-
tions, and whether we should be sub-
ject to the State’s whistleblower laws.

Our lobbyists successfully made
the case that unlike other govern-
mental and private education enti-
ties in statute, we had one goal and

one goal only — to provide educa-
tion for pawnbrokers. We escaped
these regulatory burdens by tak-
ing amendments to clarify that the
Council would have no enforcement
authority. Therefore, if a pawnbro-
ker fails to meet the education re-
quirements, only the local licensing
entity will have authority to deny or
suspend a license.

CAPA faced a “catch-22” situ-
ation in the Assembly Appropria-
tions Committee. While legislators
expected the DOJ to have a role in
our Council, the DOJ claimed that
including a representative from
the DOJ Secondhand Dealer and
Pawnbroker Unit would cost the
DOJ $109,000 for the first year, and
$201,000 annually thereafter. This
cost landed our bill on the Appropri-
ations suspense file where hundreds
of bills die each year.

After meeting with eight repre-
sentatives from the DOJ, our lob-
byists negotiated amendments with
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Phoenix

San Francisco
dhfco.com
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compLIANCE CHALLENGES

GUIDANCE FUR SURVI\ -"IF‘JI"? TITLE 31 AUDITS
AND BANK DISCONTINUANCE THREATS

WHERE WE HELP
Guiding you through the red tape

FEDERAL AML PROGRAM Custom AML Programs e

With rare exception now, pawnbrokers are required to - :

have, and maintain, an Anti-Money Laundering (AML) Bank Discontinuance

program. Banks are requiring them, while the IRS is

actively auditing pawnshops and MSB's to verify compli- IRS Title 31 Audits

ance. Let a certified AML professional take the pain out '

of developing and implementing a custom program that o

wil pass muster Employee AML Trainings
Independent AML Reviews

AML PROGRAM AUDITS

An Independent Review of your AML program is required Firearms Audits

on an annual basis to keep you in compliance. This review

can't be done by your compliance officer or anyone in the Much, much more!

company who is involved in the day to day operations of
the business. We are extremely affordable and handle
reviews for hundreds of companies across the country!

HEAD OFFICE
6785 SW 177th Place

EMPLOYEE AML TRAINING Aloha, OR. 97007
To be in compliance, you must provide proof of regular

training of your staff with regards to your policies and pro- JOIN US:

cedures related to your AML program. Employees must be Tel: 503.970.7739

trained within 30 days of hire and at least annually thereaf-
ter as a refresher. We take the pain out of this process by
providing an affordable online option for training that is www.amlgurus.com
quick and easy!
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Capitol Report

the DOJ which resulted in Appropri-
ations Committee staff flagging the
costs as “minor and absorbable” and
releasing our bill from the suspense
file. AB 2231 passed the Committee
and headed to the Assembly Floor
where it won sixty-six aye votes and
fourteen abstentions.

Although we successfully low-
ered the costs for AB 2231 to minor
and absorbable in the Assembly,
Senate Appropriations Committee
staff reviewed our bill as if they
were establishing a new state en-
tity, hiked up the costs, and forced
our bill into limbo once again on the

Senate’s suspense file. In the analy-
sis prepared for Legislators, staff
claimed that because there would
be a delay before the Council could
collect fees for classes, the State
would have to front the costs which
could be significant. Furthermore,
because CAPA did not want to define
a fee amount in statute, committee
staff argued that “the Council will
likely need to do so through regula-
tion, a process that may take up to
18 months to complete.” After con-
versations between our lobbyists
and Committee Chair, Senator Anna
Caballero, AB 2231 was released

from the suspense file and approved
by the Committee two weeks before
the end of session.

AB 2231 passed the Senate Floor
on August 26th with thirty-five aye
votes, and passed on “concurrence”
in the Assembly on August 27th —
four days before the deadline.

Now CAPA’s Continuing Educa-
tion (CE) Committee can begin the
process of initiating the creation of
the Council and outlining the curric-
ulum to meet the goal established by
the Senate Business & Professions
Committee of having course content
established by January 1, 2026. l

Jan Schneider

Tony DeMarco

ith costs skyrocketing out of control over the
W past several years, running a business in Califor-

nia has probably been the hardest in decades. As
many of you remember, CAPA goes back to Sacramento
and asks for a fee increase every 5 years in order to at-
tempt to catch up on cost-of-living adjustments. This year
was our cycle year.

Both Jan and I, and the entire board, knew how im-
portant this bill would be to our members and our indus-
try. We had an idea that due to the high costs of insur-
ing, protecting, and otherwise safeguarding our clients’
property that the timing was right to raise the storage
charges. This year we saw an enormous amount of retail
theft which affected what we all paid to protect and in-
sure our customers’ collateral.

These costs have skyrocketed, especially security
and insurance from smash and grabs and break ins. The
raise that we devised was increasing not just the storage
fee, but also adding a handling and security fee. We were
confident that we could sell this to the legislators.

Here is the language for the smallest increment as
an example:

In addition to other allowed charges, at the time prop-
erty is redeemed or a replacement loan is issued pur-
suant to Section 21201.5, the pawnbroker may collect

' Legislative Chairs Update

a handling, storage, and security charge for pawned
articles. The maximum amount that may be charged
pursuant to this section is in accordance with the fol-
lowing schedule:

(1) Five dollars ($5) or 2.5 percent of the loan amount
for any article that can be contained within one cu-
bic foot.

Example: For a $1,000 loan that fits within one cubic
foot, a pawnbroker, at their discretion, may charge $5 or $25

In addition to the storage fee increase, for many years
we have been talking about recouping costs that we pay
to program and process remote transactions. It costs
money to provide this convenience for our customers.
And our customers are used to convenience with other
payment platforms they use. In fact, that we all use. We
came up with the Remote Electronic Transaction Fee.
This fee is only meant to recoup those fees incurred by a
pawnbroker when a customer pays online or through an
application. It costs us to remotely receive money from
our clients for replacement loans and redemptions. This
fee is capped at 3%. Let me stress that this is for transac-
tions done outside of the store. We will be talking about
exactly what that means at our convention.

Lastly, we asked for an increase on our notification
fee from five dollars to seven dollars.

CAPA WAS SUCCESSFULL! We passed SB1198
(Roth) out of both houses and Governor Newsom signed
it into law. A huge accomplishment for our organization,
for you our members, and for our industry.

CAPA Legislative Committee Co-Chairs
Jan Schneider and Tony DeMarco B

California Pawnbrokers Association - CAPA
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CAPA MEMBERS GET
FREE LEGAL ADVICE

“CAPA’s members will now be served by a large multi-faceted law firm, who have already impressed
us with their insights and ideas. We feel that this new relationship will be very beneficial for CAPA
members and the association. We hope all members will take advantage of this complimentary 30

minute monthly benefit.” _ |
— Jan Schneider, CAPA President

Mastagni Holstedt offers CAPA members 3C- 60 minutes
of scheduled consultation monthly — a $4,200 value!

David E. Mastagni | Partner
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Dear CAPA Members:

The CAPA Board of Directors is proud to announce that
on August 19, 2024, the Governor signed into law SB 1198,
Pawnbrokers: Fees and Charges, CAPA’s revenue Bill, which
updates and increases certain pawnbroker storage fees and
charges, as well as, adds a new “Remote Transaction Fee.”

What Is the New Law?

SB 1198 amends Cal. Financial Code §21200.9 introduc-
ing a new “Remote Transaction Fee” as an optional fee
for customers wishing to redeem or replace a loan without
going into the pawnshop.

Cal. Financial Code § 21200.9 is added to the Financial
Code, to read:

“In addition to other allowed charges, a pawnbroker
may collect @ remote transaction fee, if the pledgor
elects to request a replacement loan or to redeem a loan
through electronic means, of up to 3.0 percent of the
transaction amount to cover the recurring costs asso-
ciated with software applications.” (emphasis added).”

The new fee is called a “Remote Transaction Fee.” 1
have underlined, bolded and italicized certain key provisions
of the law above, to draw your attention to the purpose and
function of those provisions in the new law. As set forth below,
the emphasized provisions and legal terms above have very
specific meanings and functions, which help explain how the
new law is intended to be used. Keep in mind that the law is
brand new, and there is no court interpretation of the law. That
being said, we look to the legislative intent (what the legislature
understood the law to mean and its purpose when passed) and
at the general legal and plain meaning of the text and legisla-
tive interpretations principles.

THeY wETL
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Pawnbrokers: Fees and Charges

Hate

Why Does It Matter If the New Fee is Optional?

I have underlined and emphasized the terms may, elects,
and through electronic means above, because these terms
are important to understanding how the law is intended for
use. May and elects signify that the remote transaction fee is
optional at the customer’s election. Also, it signifies that the
pawnbroker doesn’'t have to charge the fee, and the pawnbro-
ker can choose to charge a fee anywhere from no fee at all up
to 3% of the transaction amount. So, the fee is entirely optional,
and the amount charge can be negotiated up to 3% of the trans-
action amount of the redemption or the replacement loan.

Is the New Fee Part of the APR?

No. Because the fee is optional and is outside the pawn
transaction, it’s not part of the APR. It’s an elective fee mean-
ing it’s the customer’s choice. The customer can take it or leave
it, meaning they can choose to come into the store and redeem
or receive a replacement loan without incurring the fee. The
“Remote Transaction Fee” is a convenience fee of sorts, for the
convenience of paying remotely and avoiding the burden of
having to go into the shop. Incurring the fee is the customer’s
choice for their convenience of doing a remote transaction
through electronic means, meaning NOT in the pawnshop.

What Does It Mean “Through Electronic Means?"

“Through electronic means” has purposefully been left
broad and open ended, to encompass future possibilities
and technology. We don't know what the future holds for
new electronic means to accomplish a remote transaction,
so the new law is broad enough to cover future technologi-
cal advances. So, what does “through electronic means” en-
compass today? Certainly, the remote transaction fee can
be charged when a replacement loan or redemption is done
via: 1) a telephone system; 2) online pawn software or a web-
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Pawnbrokers: Fees and Charges

site; and 3) a mobile Pawn Application. All those options are
through electronic means.

Why Is It Called A “A Remote Transaction Fee?"

This should be obvious, but sometimes it’s necessary to
state the obvious. It must be a remote transaction, i.e. NOT
IN THE PAWNSHOP. Further, as explained in the para-
graph above, it must be via some electronic means, such as
a phone system, online pawnshop website, or mobile pawn
Application (Think Bravo, Pawnmate, ect...). Many of the
existing online pawn platforms, websites, and mobile appli-
cations already charge you, the pawnbroker, a fee per trans-
action (or per contract), now you can pass that along to the
customer and get up to 3% of the transaction amount as a
fee. This is not meant to be used in the store, hence the term
“remote.” Please do not charge customers the “Remote
Transaction Fee” while they are in the pawnshop.

What is the 3% Fee for?

The fee is meant to offset the pawnbroker’s costs re-
lated to acquiring an electronic remote transaction sys-
tem, whether software, an app, a phone system, website,
or online platform. It’s also meant to capture the cost of
each individual transaction, as some vendors charge per
transaction. But the fee is meant to do more than pass
along the individual transactions fee charged by the ven-
dors. The fee is also meant to cover overall electronic sys-
tems sunk costs (i.e. cost of building a website or an appli-
cation, or purchasing one from a vendor), cyber security,
and infrastructure to set up remote electronic pawn to
enable such transactions in the first place. Whether you
build from scratch, purchase off the shelf from a vendor,
or customize an off the shelf system, the fee is meant to
help recoup the sunk cost of that new electronic infra-
structure for doing remote transactions. This is why the
fee can be up to 3% and was not limited to the cost per
transaction. The new fee is more than just the one-time
transaction fee the vendor charges you, it’s the entire eco-
system (including sunk costs for building a platform, app,
and/or website), ongoing maintenance and upgrades of
such systems. You do not have to charge the fee, and you
don’t have to charge the full 3%, that is negotiable with
the customer and/or up to your business judgment as to
whether to charge it or not. However, we all know that of-
fering the customer the convenience of a remote electron-
ic option to redeem or secure a replacement contract is
costly, so this is an opportunity to recoup some of those
costs. Again, one does not have to offer remote electronic
transactions at all, the new law is entirely optional.

Practical Concerns in Implementation

This is a new fee, so it will need to be incorporated
into your contract, into your software, application, web-
site, mobile pawn systems, and their respective terms and
conditions. You will need to post the new fee in the shop,
so the customer is aware ahead of time when doing the
originating pawn loan. The bottom line is, the new fee is
allowable by law, but you need to incorporate it into your
paperwork, signage, and remote pawn systems to put the

customer on notice that the fee exists and is optional. You
do not want to be accused of having a surprise fee or hid-
den fee, even if authorized by law. So full disclosure of the
new fee is advisable.

What happens if a customer redeems online? This is un-
charted territory. That is for each pawnbroker to decide and
clearly indicate in the store signage, contract, and terms and
conditions for mobile pawn systems. There is no law on this,
so however you set this up, it’s simply a matter of contract
with the customer. This would be outside the APR, as it’s
up to the pawnbroker to make a policy regarding handling
of the item after redeemed. Again, offering remote redemp-
tion is strictly optional. You can choose to only offer remote
replacement loans, or no remote options at al.

If the customer redeems online, one could imagine via
contract after the fact charges for storage if they don’t pick
it up within a certain time frame, and/or shipping and han-
dling fees (I would recommend insurance as well) to send it
to the customer. Those would all be after the fact transac-
tions, meaning the item is redeemed and no longer in pawn,
as to any deals made about storage, shipping, handling, in-
surance, and what happens if the item is not picked up after
a certain date, those matters are to be determined by the
pawnbroker and customer. I say after the fact, meaning it’s
not in the APR, and it’s about what to do with the item once
redeemed. But it’s very important to have the terms of how
the item is dealt with decided before the customer redeems
online. You don’t want to be stuck storing something forever
without a binding written agreement about how to deal with
the item once redeemed remotely.

It’s best to have those additional non-pawn fees and
terms and conditions laid out ahead of time, posted in the
store, in the terms and conditions of any remote system,
and/or added to the contract or an addendum signed before
the remote redemption takes place. Additional terms, condi-
tions, and fees related to what happens with an item after
redeemed remotely should be included in the online and/or
mobile app terms and conditions. You don’t want to offer re-
mote redemption, then be stuck sitting on a customer’s item
for years with no way to get the item back to the customer
and/or take ownership of the item to offset storage costs if
it’s not picked up within a certain time frame. Importantly,
there is no specific law on this subject, and it’s up to the
pawnbroker to define the terms and conditions of a remote
redemption. The future hold endless opportunities for re-
mote and online transactions, and you can shape your own
terms and conditions to fit your business’ needs.

This Mastagni Holsetdt, A.P.C. publication is intend-
ed for informational purposes only and should not be re-
lied upon in reaching a conclusion in a particular area
of law. Applicability of the legal principles and laws dis-
cussed may differ substantially, in individual situations.
Receipt of this or any other Mastagni Holstedt, A.P.C. pub-
lication, notice, email, and/or communication does not
create an attorney-client relationship. Mastagni Hosltedt,
A.P.C. is not responsible for inadvertent errors that may
occur in the publishing process. B
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The Pawnbroker Education Act

THE PAWNBROKER EDUCATION ACT -
A NEW ERA FOR CALIFORNIA PAWNBROKERS

Dear CAPA Members and California Pawnbrokers,

We are thrilled to announce the passage of the Pawn-
broker Education Act, a landmark bill that promises to el-
evate the standards and practices within our industry. This
legislation is not just a regulatory milestone but a significant
opportunity for growth and professional development for all
pawnbrokers in California.

Benefits to the California Pawnbroker Industry

1. Enhanced Professional Standards: The Pawnbro-
ker Education Act mandates comprehensive educa-
tion for all licensed pawnbrokers, ensuring that
everyone in our industry is well-versed in both state
and federal laws. This will lead to higher standards
of conduct and compliance, ultimately benefiting
consumers and enhancing the reputation of pawn-
brokers across the state.

2. Increased Membership: With the implementation
of this Act, we anticipate a surge in CAPA member-
ship. The California Pawnbroker Education Council,
established by the Act, will oversee the educational
requirements. CAPA members will enjoy the benefit of
accessing these courses at a nominal fee, making mem-
bership more valuable than ever. Non-members will
be charged an appropriate fee, providing an incentive
for more pawnbrokers to join our association and take
advantage of the member benefits.

3. Accessible Education: Education will be more ac-
cessible than ever, with courses available through
multiple channels:

¢ CAPA Conventions: Attend in-person ses-
sions at our annual conventions, where you can
network with peers and industry leaders.

¢ Online Portal: Access courses conveniently
from anywhere, allowing you to balance profes-
sional development with your busy schedule.

¢ Regular In-Person Seminars: Partici-
pate in seminars held throughout the year
at various locations, providing flexible op-
tions to meet your educational needs.

Educational Requirements

1. Standard Course and Curriculum: By January 1,
2026, the California Pawnbroker Education Council
will develop a standard course and curriculum for
pawnbrokers. This curriculum will include:

e Pre-Licensing Education: At least eight hours
of education for applicants seeking licensure.

¢ Continuing Education: Eight hours of ongo-
ing education over a two-year period, coincid-
ing with license renewal, for current licens-
ees or their designated representatives.

2. Comprehensive Coverage: The education will cover
essential topics such as:

e Compliance with federal and state laws rel-
evant to pawnbroker businesses, including
anti-money laundering and lending laws.

* Best practices in the industry.

e Security measures and authentication processes.

Member Benefits

Tuition Benefits: As a CAPA member, you will ben-
efit from significantly reduced tuition fees for the required
educational courses. This member benefit underscores our
commitment to supporting your professional growth while
ensuring compliance with the new regulations.

Non-Member Fees: Non-members will be required to
pay a higher fee for the same courses, highlighting the value
of CAPA membership. This structure not only encourages
more pawnbrokers to join CAPA but also helps fund the de-
velopment and delivery of high-quality educational content.

Looking Ahead

The Pawnbroker Education Act is set to take effect on
January 1, 2026. By then, the California Pawnbroker Educa-
tion Council will have developed a robust curriculum cov-
ering essential topics such as compliance with anti-money
laundering laws, lending laws, and other federal and state
regulations. This education will ensure that all pawnbro-
kers are equipped with the knowledge and skills necessary
to operate efficiently and lawfully.

We are excited about the positive impact this Act will
have on our industry and look forward to working together
to implement these changes. Stay tuned for more updates on
course availability and how you can take advantage of these
new educational opportunities.

Sincerely,
Patrick Rogers
Continuation Education Committee

Feel free to reach out if you need any more details or further
assistance! H
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What we learned from the IRS

WHAT WE LEARNED

FROM THE IRS

CALIFORNIA RECENTLY

assist clients with ‘8300 exams’ performed by the IRS.

These are a first for pawnbrokers and there is a learning
curve for all parties including the IRS. The following are my
takeaways for us all to learn from.

| n May, I flew to California three times in eight days to

1. The agents were unfamiliar with

how pawnshops operate

The agents showed up in pairs. One asked most of the
questions and both took copious notes. It was obvious
quickly that neither of them knew how the business runs so
I spent time with the managers and owners giving tours and
testing gold and diamonds for them so they could learn some
of the finer points of what we do. We walked them through
the process from beginning to end of a loan and what hap-
pens if it defaults along with the difference between a re-
demption and a renewal (or in CA a ‘replacement’ loan).

The tour gave the agents a chance to actually SEE the
processes employed and not just HEAR us talk about them.
Most people are visual people and benefit from seeing things.
Think how hard it is for many potential employees to grasp
the concept of pawn over the period of several weeks and we
need the IRS folks to figure it out in a couple of hours.

2. The onsite meeting consisted of a

several hour interview process

This consisted of a Q&A session where most of the ques-
tions centered around cash. They wanted to know every
process surrounding cash transactions, who could perform
them, who tracked them, who filed 8300 forms and how the
software helped, or didn't, in the process. Most of the data
the agents asked for ahead of the meeting onsite so the face
to face was more about asking questions.

In all three cases, the agents did stick around and do
some data work after the Q&A, but this was limited to the
amount of time in their 8-hour work day which included
their travel time. Be prepared for a full day with them!

3. The agents zeroed in on related

transactions fairly quickly.

Single transactions that require 8300 filings are fairly
simple to identify. These are the single or multiple loan re-
demptions that happen all at once or a large retail sale. What
is not so easy, and quite frankly where we trip up, is the re-
lated transactions. These are the ones like a large layaway
that brings in over $10,000 in cash in a rolling 365-day pe-
riod. The same concept applies to loans.

For some reason, there is still confusion as to how re-

lated transactions work. These are large loans that pay back
over $10,000 in a rolling 365-day period. Think of it as a lay-
away and you will be fine. Most software programs have a
mechanism in place that calculates these transactions so
one can validate whether a form truly needs to be filed. The
more cumbersome programs consider all transactions per-
formed by a customer in a year to be related and they just
make an aggregated list for the company to sort through.
This is time-consuming and in the vast majority of cases is
a waste of paper, ink, and your time.

In the majority of cases, transactions must occur in a
24-hour period to be related.

This means that if 5 loans are done all at one time, those
loans are related. If a customer comes in on five consecutive
Fridays and gets loans those are NOT related.

In all three ‘exams’, the agents requested a list of ALL
transactions performed in 2023 that involved cash coming
IN. Stores that use their POS program to perform all trans-
actions had less problems than stores that used the POS just
for loans and buys and used a different system for sales and
layaways. In many ways, the latter approach is dangerous
and invites a full tax audit from the agents as they have a
legitimate reason to wonder how the inventory is managed
and whether or not the number you apply as a cost of inven-
tory is accurate.

Remember that this is the IRS. Revenue is in their name.
An 8300 ‘exam’ is a perfect excuse to take a good look at
your processes. If those processes create more questions
than answers, you may be looking at a full blown tax audit.

4. The agents spent a fair amount of time
explaining the penalties and fines
In the past, a missed 8300 form never incurred a fine or
penalty. It would seem now that this is changing. 8300 forms
have a 15-day filing window. Forms filed from day 16-45 re-
ceive a $60 penalty, while forms filed after day 45 can cost
you $310.

5. In one case, the agents did not fully know the
instructions for 8300's and made mistakes

It is important to remember that agents can be new at
this and it is appropriate to push back in a respectful way
but you had better know what you are talking about and you
have to be able to back it up. It is a good idea to download a
copy of the newest (12/2023) version of the instructions and
read them several times over. Feel free to contact us if you
have questions before it becomes a problem.

Dave Griffiths B
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