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Retall Check Cashing risk management

Pool negative data from 2,000 locations

w Biometric identification
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43% of Hispanic Households are Unbanked or Underbanked

UnderbankedSome connection with banking; Banked: 570
. . . . . 1]
but also use alternative financial services.

Why? Convenience and quicker access to cash.

Unbankedmeans no relationship with
traditional financial institutions ¢ no bank
account or credit cards.

Why? Mistrust, rejection by banks, legal status

Underbanked: 24%

- Unbanked: 19%
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* Source: 2009 FDIC National Survey of Unbanked and Underbanked Households
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In general, Alternative Financial Services include the following:

wCheck Cashing

wMoney Remittance

wBill Payment

wMoney Orders e

wPrepaid Cards
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w Profit Opportunity
I Ongoing fee revenue

() Store Traffic
I Draw customers into store for routine transactions
I Customers will have cash while in store

w Customer Service
I One-stop shopping for all their financial needs
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1. Customer comes into store with a paycheck

or government check

2. Store validates check and customer identity

3. Store gives customer cash in the amount of
the check, less a fee
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Typical Monthly Metrics for Hispanic-oriented Grocery Stores

Average Check Size: $500

Fee: $5.00 (1% of face value)

Check Volume: 500-2,000 per month
Total Fees: $2,500-$10,000 per month

Losses: 5% to 30% of Fees
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What is it?: Customer give the store cash and the store posts a
LI e YSY (G (2 Odzad2YSNXa I 002 dzy

Why: 52y Qi KIS | OKSO1TAy3 | OC
waiting until last minute to pay.

Authorized Payments
Utility contracts to have locations accept payments. High store volumes

Consumer Fee: Often free, but up to $1.00
Store Commission: about $0.25

Non-Authorized Payments
Third-party company submits payment through network

Consumer Fee: $1.00-$2.00
Store Commission: 50-70% of fee
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Why use it?: Often used to pay rent,
bills, or provide safer alternative to
cash

Consumer Fee: Anywhere from freeup | . ... |
to $2.00 N

Store Commission: Depends on pricing
¢ can be loss leader or earn up to $1.00
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Product Description: Includes Payday loans, auto title loans,
tax refund anticipation loans.
Note: These are NOT typically offered by grocery and c-stores

Why use them?: Customers sometimes need quick access to
Ol aK YR R2y Qi KIFI@S |yeé 20KS

Consumer Fees: For a payday loan maturing in 2 weeks, about
15% of face value. Payday loans average about $300, meaning
$45 in fees/interest.

Source: Ernst & Young / FiSCA study released Oct 2009
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Risk of Loss: Check cashing can rack up significant losses
without proper procedures & analysis tools

Cash Management: Making sure clerks collect and disburse
proper amounts and keeping proper cash level in store

Security: Physical security of cash and employees needs to be
thought out
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Government Regulation & Compliance: Retaller typically
required to register as Money Service Business (MSB), keep
proper records, and file reports on certain transactions.

States and cities often have regulations around money services
as well.

Banks: High perceived regulatory risk by banks can make it
difficult for small businesses to have MSB accounts

Customer ldentification: Accurate identification of consumers is
critical to minimize fraud and comply with federal regulations
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For more information and trends. ..

Blog: UnbankedTrends.com
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