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For the Financial Service Centers of America

(FiSCA), 2004-2005 represented a period of exciting

opportunities, many of which led to great achieve-

ments. What follows is a brief report summarizing some

of the more significant matters that FiSCA worked on

during the past year. Updated and more detailed

reports will be presented at FiSCA’s 17th Annual

National Conference & Exposition.

FiSCA’S
2004-2005
annualreport

continued on page 10
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BANK DISCONTINUANCE  
The most pressing regulatory issue facing Financial Service Centers continues to be bank discon-

tinuance, the practice of banks terminating, without cause, the accounts of money services busi-
nesses (MSBs). Over the past four years, a number of factors contributed to this practice. The most
devastating factor has been the improper and unnecessary classification of certain industries, such
as the check cashing industry, as “high risk” for money laundering. The labeling of the check cash-
ing industry as “high risk” has prompted a disturbing number of banks to unfairly close the
accounts of Financial Service Centers.

FiSCA’s staff has been working arduously over the past few years to resolve the bank discontinu-
ance epidemic, in part by raising awareness of the problem with legislators and regulators. After
years of persistent and continuous efforts to convince legislators and regulators about the serious
nature of the bank discontinuance problem, this past year FiSCA successfully captured their atten-
tion on this critical issue.

In December 2004, FiSCA wrote a letter to William Fox, Director of the Financial Crimes
Enforcement Network (FinCEN), setting forth the facts demonstrating that banks continue to unjus-
tifiably terminate their commercial accounts with check cashers. FinCEN responded in writing to
that letter by acknowledging the existence of a bank discontinuance problem and recognizing that
government action was necessary. Consequently, on March 8 a joint meeting of the Non-Bank
Financial Institutions and Examinations Subcommittees of FinCEN’s Bank Secrecy Act Advisory
Group was held in Washington, D.C. to discuss bank discontinuance.

Prior to the joint meeting, FiSCA issued a press release calling for a voluntary moratorium on
banks discontinuing their relationships with Financial Service Centers. At the meeting of the
Subcommittees, FiSCA and members of state associations from New York, Florida, Illinois and
Maryland reported that an escalating number of banks were unfairly conducting blanket closures of
Financial Service Center accounts, actions that threaten consumer access to financial services for
millions of Americans. In his testimony before the Subcommittees, General Counsel Gerald
Goldman restated FiSCA’s request for an immediate declaration of a moratorium against the closure
of business banking accounts maintained by MSBs.

While a moratorium was not issued, the FinCEN meeting resulted in the issuance of joint interpre-
tive guidance from FinCEN, the Federal Reserve, Federal Insurance Deposit Corporation, National
Credit Union Administration, the Office of the Comptroller of the Currency (OCC), and the Office of
Thrift Supervision. The guidance is designed to clarify the requirements for, and assist banking organ-
izations in, appropriately assessing and minimizing risks posed by providing banking services to
MSBs. Concurrently, an advisory was issued to MSBs, stressing their regulatory obligations under the
Bank Secrecy Act and notifying them of the types of information they will be expected to provide to a
banking institution in the course of opening or maintaining account relationships. The joint interpre-
tive guidance demonstrated that banks could provide banking services to a wide range of MSBs,
including check cashers, while remaining in compliance with the Bank Secrecy Act. 

The FinCEN hearing and interpretive guidance segued into a related hearing before the United
States Senate Banking Committee, Housing and Urban Affairs, where General Counsel Goldman tes-
tified that bank discontinuance is unwarranted and is causing a crisis within the Financial Service
Centers industry. General Counsel Goldman presented the Committee with a five-point plan devel-
oped by FiSCA, which states the following:

FISCA’S FIVE-POINT PLAN:
1. Definite standards should be developed before agencies, such as the OCC, can assign the label “high

risk” to an industry, and only after appropriate due process.

2. Congress should consider passing a “Banking Services Continuation Act” that would permit banks to dis-
continue the accounts of MSBs only if the customer has failed to meet its compliance standards.

3. A group should be created by the Secretary of the Treasury, consisting of regulators, banks, check cash-
ers and other MSBs, with the sole purpose of ensuring access to banking services.

4. CRA credit should be given to banks that serve MSBs in neighborhoods that serve low and moderate-
income consumers. 

5. There should be more transparency in the bank examination process to ensure that regulatory directives
do not adversely affect law-abiding consumers, but only those who violate the law.

continued on page 12
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General Counsel Goldman asked Congress to support FiSCA’s Five-Point Plan so that the process to undo the
bank discontinuance crisis can begin.

In May, Deputy General Counsel Scott K. McClain testified before the United States House Committee on
Financial Services that the MSB industry has taken significant measures to ensure Bank Secrecy Act compliance.

In addition, Deputy General Counsel McClain identified several federal regulatory issues that needed clarifi-
cation and urged the creation of open lines of communication between the Financial Service Center and
banking industries.

MSB FORUM
FiSCA is holding an MSB Summit in New York City on the final day of the Association’s annual national

conference. The Summit will convene a distinguished panel of regulators, bankers, MSB representatives and
other interested parties. The purpose of the MSB Forum is to stimulate a constructive dialogue about the
importance of consumer access to financial services and to discuss the formation of rewarding and profitable
relationships between banks and MSBs that preserve access for millions of Americans to financial services
while, at the same time, combating money laundering and terrorist financing.

As a result of FiSCA’s efforts, the bank discontinuance epidemic is now an issue of discussion among regu-
lators, bankers and MSBs. The opportunity to end bank discontinuance and reverse its devastating effect is at
the fore. FiSCA will continue to educate regulators and bankers about our industry and promote the imple-
mentation of a policy under which banks invite MSBs to apply for or maintain accounts at their institutions,
and are judged on each MSB’s own safety and soundness.

BANKERS’ ROUNDTABLE
This year’s Annual Conference will host the first ever Bankers’ Roundtable, scheduled for the General

Session on Saturday, September 24, 2005. The Bankers’ Roundtable will present FiSCA members with the
opportunity to recognize bankers who already support the check cashing industry and welcome those who are
interested in developing business relationships with the industry. Among the banks that will be represented at
the event are Banco Popular, First Bank of Delaware, First Southern Bank, Merchants Bank, North Fork Bank,
and Union Bank of California.

NATIONAL SAVINGS PROGRAM
In May, FiSCA, in conjunction with NetSpend Corporation of Austin, Texas, launched the All-Access National

Savings Program, which offers a first-of-its-kind savings product based on an interest-bearing, 
federally insured account linked to a prepaid debit card. The revolutionary savings program is designed to pro-
vide millions of unbanked Americans, approximately 10% of the population, or those who have limited relation-
ships with traditional financial institutions, an opportunity to save for the future by accumulating wealth.

The FiSCA-NetSpend partnership is uniquely positioned to offer easy savings account access at the 
locations where a majority of unbanked and under-banked consumers conduct financial transactions. The 
All-Access National Savings Program provides Financial Service Center customers with a simple, secure 
and convenient savings vehicle, giving millions of consumers the ability to create a savings fund for 
long-term financial empowerment.

The savings product has been very popular with consumers thus far, with more than 13,500 individuals
opening accounts during the first three months of the program for an aggregate amount of 2.5 million dollars.

PAYROLL CARDS
FiSCA continued to lobby in Washington for expanded consumer protection concerning payroll cards. As

more and more employers pay employees through debit cards rather than issuing paper checks or providing
direct deposit, or offer them as a third option, stronger consumer protections are needed to ensure that
employees retain the same rights and options required under the traditional paper check or direct deposit
payment systems.

As many companies enter into exclusive deals with banks, an increasing number of employees are being
forced to do business with their employer’s bank, not the bank, credit union or Financial Service Center of
their choice. FiSCA firmly believes that consumers should be guaranteed the same flexibility under a payroll
card system that they currently have under paper check or direct deposit options. It is anticipated that, later
this year, the Federal Reserve will publish proposed regulations that will address payroll cards, including 
consumer protections. FiSCA will have an opportunity to submit comments on the proposed regulations. 
In the event that the Federal Reserve’s regulations do not adequately address FiSCA’s concerns, legislative
action will be pursued.

CURRENTS
FiSCA took a historic step this year by releasing the premiere issue of Currents magazine, the new official

magazine of the Association and Financial Service Centers throughout the United States. The magazine grew
naturally from FiSCA’s previously successful Currents newsletter. The magazine presents a unique opportunity
to be the main source of information for the industry. Currents has quickly established itself as the voice of
check cashers and Financial Service Centers, becoming the source for practical information and cutting-edge
ideas for Financial Service Centers and other MSBs.

The publication of Currents is a collaborative effort between FiSCA and Grafico, Inc. Guided by its
Managing Editor, Phil La Borie, the publication combines comprehensive and in-depth reporting on the most
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pressing industry issues and current events with visionary views as to what the future holds for Financial
Service Centers. The magazine also utilizes arresting visuals and very contemporary graphics. Currents will be
published five times a year, including four quarterly issues and a special FiSCA official national conference
issue published each fall. Each issue focuses on a particular theme. The first issue featured community
issues and current hot topics such as bank discontinuance, payday lending and payroll cards. The second
issue focused on technology, including a special supplement titled “Who’s Who in Technology.” The third
issue covered this year’s national conference in New York City, as well as anti-money laundering compliance.
This special conference issue highlights the 17th Annual FiSCA Conference & Exposition and related topics
to be covered at the annual event.

The fifth and final issue of the year will include a review of the economics of technology as well as a look
ahead to the hot issues for 2006.

The publication’s circulation, which includes FiSCA members and their more than 6,000 locations repre-
senting both large chain operations and local neighborhood owners, is growing, as members of the financial
services industry, state and federal government officials, the financial media, and the industry’s legal and reg-
ulatory communities learn of Currents.

ONLINE COMPLIANCE PROGRAM
BankersEdge, a leader in Internet-based employee training programs, and FiSCA, with the support of

MoneyGram International, Inc. (MoneyGram), a global leader in international money transfers, continued to
develop the Association’s Internet-based compliance training program. The first-of-its-kind program was devel-
oped approximately two years ago by FiSCA in collaboration with BankersEdge as a result of the increasing
pressure imposed by regulators to implement tougher anti-money laundering controls. 

The online curriculum is designed to assist and educate MSBs and their employees on complying with the
regulations that govern them. Compliance courses are available for tellers and company compliance officers.
The courses focus heavily on Bank Secrecy Act compliance training specific to check cashing companies,
wire transfer agents and sellers of money orders, including identifying and reporting suspicious transactions
and potential terrorist financing activities, and reporting large currency transactions.

In the short time that the online courses have been offered, approximately 6,500 employees of FiSCA
members have been trained. That number is expected to increase substantially with MoneyGram’s commit-
ment to utilize the Internet courses to train its agents.

PAYDAY ADVANCE
Attention to issues affecting the payday advance (PDA) indus-

try continued to be one of FiSCA’s main priorities on the
Association’s agenda in 2004-2005. FiSCA’s efforts over the
past year included preparing and filing with the United States
Supreme Court a “friend of the court” (amicus curiae) brief
regarding the enforceability of arbitration clauses in PDA agree-
ments and implementing FiSCA’s Code of Ethical Conduct for
Payday Advance Lending to Military Personnel. Also, FiSCA sup-
plied assistance to various state affiliates confronting proposed
legislative action.

ENFORCEABILITY OF ARBITRATION CLAUSES 
IN PDA AGREEMENTS  

Earlier this year the Florida Supreme Court in the case of
Cardegna vs. Buckeye Check Cashing, Inc., 894 So. 2d 860
(Fla. Supreme Ct. 2005) refused to enforce an arbitration
clause contained in a check cashing/PDA agreement. In that
matter, the plaintiff instituted a purported class action based on
the claim that the underlying agreement was usurious and,
therefore, inherently illegal and unenforceable. Although the
arbitration clause of the agreement required an arbitrator to
determine any challenge to the validity of the PDA contract, the
Florida Supreme Court ruled that because a usurious loan agree-
ment is illegal, no contract could ever be formed between the
parties. In June, the United States Supreme Court, in a petition
filed by Buckeye Check Cashing, Inc., granted certiorari, thus
agreeing to review the case on appeal. Recognizing that
Buckeye is an extremely important case for the PDA industry
because it threatens the enforceability of arbitration clauses in
PDA agreements, the Board of Directors authorized FiSCA’s legal
staff to prepare a brief for submission to the United States
Supreme Court. The Ohio Association of Financial Service
Centers and the California Financial Service Providers joined
FiSCA in the brief, which was filed in August 2005. FiSCA will
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continue to very closely monitor future developments in this matter in the United States Supreme Court. 
It is expected that the oral argument will be heard early next year.

FISCA ADOPTS ETHICAL CODE OF CONDUCT FOR PAYDAY ADVANCE LENDING TO MILITARY PERSONNEL
During the past few years, opponents of the PDA industry have criticized PDA operators over their lending

practices to members of the military. Wishing to clarify its members’ position on PDA lending to military 
personnel, the Board of Directors adopted FiSCA’s Ethical Code of Conduct for Payday Advance Lending 
to Military Personnel.

In addition to adopting the Ethical Code of Conduct, FiSCA created an informational brochure for 
distribution by member Financial Service Centers to military personnel. The brochure highlights FiSCA’s 
14-point code of ethics and provides America’s armed forces personnel and their families with information 
on payday advances, financial literacy and credit counseling. A copy of the brochure is available to FiSCA’s
members upon request and can be reproduced for distribution to customers. The back of the pamphlet 
has a blank space that is reserved for the name of the business providing the PDA. Anyone interested in 
using the pamphlet can make arrangements through FiSCA headquarters.

ANNUAL BLITZ
FiSCA’s Board of Directors and staff traveled to the nation’s capital in June for the annual blitz, where 

they successfully lobbied for consumer protection legislation, raised awareness of important industry 
programs, and asked for legislative and regulatory support on several matters. With over 80 meetings with
dozens of Congressional leaders and their staffs, FiSCA’s directors had the opportunity to highlight four 
priorities important to the health and survival of the check cashing industry and critical to providing 
consumers with necessary financial product and service options. Those four FiSCA priorities are:

1. Promoting FiSCA’s new All-Access National Savings Program.

2. Enacting legislation that provides employee protection when employers issue payroll cards.

3. Bringing an end to bank discontinuance.

4. Supporting FiSCA’s Code of Conduct for Payday Advance Lending to Military Personnel.

The annual lobbying event is pivotal in educating elected 
officials about the important, and often misunderstood, role
Financial Service Centers play in delivering essential financial
services and products to millions of Americans throughout 
the country.

NATIONAL SCHOLARSHIP PROGRAM 
Last year, as part of FiSCA’s National Scholarship Program, 

the Association recognized some of the country’s finest 
college-bound seniors by awarding 20 students with scholar-
ships. In total, the selected students received college funding 
in the amount of $50,000. 

The National Scholarship Program has awarded in excess of
$250,000 in scholarships to students across the country since 
its inception in 1999. Funding for the program is provided by 
voluntary contributions from FiSCA members and from affiliate
members, such as Western Union Financial Services and 
Travelers Express/MoneyGram.

At the 17th Annual Conference in New York City, FiSCA will
once again announce this year’s scholarship recipients. The 
number of applications received for 2005 scholarships was 
an all-time high with nearly 1,500 applications received. 
The scholarship recipients are selected based on academic
achievements, leadership skills in school and in the community, 
financial need and an essay written for the competition.

ROUNDTABLE 
Chaired by Ray Mustafa, President of Pay-O-Matic, the

Roundtable promises to be, once again, an insightful and
thought-provoking session. Building on the success of the event
from the two previous years, FiSCA is proud to have the highly
accomplished Thomas H. Kean, former New Jersey Governor
and Chairman of the National Commission on Terrorist Attacks
upon the United States, as this year’s Roundtable guest. The
session presents a wonderful opportunity for FiSCA members to
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engage in a dialogue with former Governor Kean about topics ranging from bank discontinuance 
to national security.

INSURANCE PROGRAM 
With approval from the Board of Directors, FiSCA’s legal staff negotiated an agreement with Association

Health Programs, a provider of insurance benefits such as, health, long-term care and dental disability. The
agreement enables FiSCA’s members to offer their employees insurance coverage at a discounted rate. FiSCA
has provided Association Health Programs with its membership list so that it may forward marketing materials
to members. 

MEMBERSHIP 
Membership over the past few years has increased at a steady rate,

adding 250 new locations this year alone. FiSCA’s membership
presently consists of approximately 6,000 Financial Service Centers
throughout the country. In addition to general membership, the
Association offers affiliate membership to vendors that provide prod-
ucts and/or services to the industry. Currently, there are 77 affiliate
members. 

The issues mentioned here capture only a few of the activities and
projects engaged in by FiSCA this year. For more detailed information
about these issues, as well as other matters, members are encour-
aged to visit www.fisca.org.  ■

Roman Vaccari is an Associate of the law firm of Winne, Banta,
Hetherington, Basralian & Kahn, P.C.
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