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Analysis of Currency Exchange
NAVIGANT Revenues, Expenses, and Profitability:
2008-2015

1.1 Purpose of the Engagement

Navigant Consulting, Inc. (“Navigant”) was engaged by Jenner & Block, LLP on behalf of the
Community Currency Exchange Association of lllinois, Inc. (“CCEA") to analyze the historical financial
results of the lllinois currency exchange industry and to determine a range of reasonable profits to be
earned by lllinois’ currency exchanges. The CCEA is a trade association that represents member
currency exchanges throughout the state of lllinois. The purpose of this report is to present data and
Navigant's analyses to the Division of Financial Institutions (“DF1") of the State of lllinois Department of
Financial and Professional Regulation in connection with the verified Petition to Increase the Maximum
Allowable Check-Cashing Rate for Community Currency Exchanges dated February 10, 2017 filed by
the CCEA and currency exchange members with the DF {the “Rate Petition”).

1.2 Navigant Consulting Overview

Navigant is a specialized, global professional services firm with over 5,700 professionals across more
than 60 offices worldwide. Our clients range in size from Fortune 10 corporations to smaller companies,
partnerships and governmental agencies that operate in a variety of industries, including financial
services, real estate, health care, energy, telecommunications, manufacturing, defense, construction,
transportation, and entertainment, among others. In addition to providing general business and financial
consulting, Navigant also assists clients with the analytical and informational elements of business
disputes and litigation.

1.3 Summary of Professional Qualifications

Bernard J. Ford is a Managing Director at Navigant with over thirty years of business consulting
experience. He regularly leads large, complex litigation, compliance, and advisory services
engagements and has significant experience in investigations, litigation, and compliance matters. Mr.
Ford has performed analyses and provided testimony for the CCEA rate hearings before the DFI in
1996 and 2007. He regularly combines skilled interviewing, and extensive fraud detection experience,
to evaluate and uncover facts relevant to solving challenging operational and financial investigations.
Mr. Ford also performs sophisticated data analysis and modeling to support client defense in litigation,
determine potential financial exposures in litigation and investigations, and identify compliance process
defects. He has applied the knowledge gained in analyzing disputes by assisting companies in
compliance assessments and implementation engagements. He has assisted clients in many high-
profile US civil and criminal investigations including matters invalving alleged bribery and alleged
violations of the False Claims Act, Anti-Kickback Statute, and Foreign Corrupt Practices Act. His role
on engagements often requires preparing analyses and findings for presentation to and discussion with
executive management, Boards of Directors, regulators and enforcement agencies, including delivering
expert testimony,
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1.4 Procedures and Criteria for Rate Making

The Currency Exchange Act and the llincis Administrative Code give the DFI its authority to license
and regulate currency exchanges. The DFI licenses and regulates the currency exchange industry,
including the rates they charge for check cashing. The DFI is charged with the duty to ensure the
viability of the currency exchange system in lllinois so that they are able to serve the needs of the
public. The DFI regulates check cashing rates to aid the public by assuring they do not pay
disproportionate fees for check cashing services, a primary source of revenue for currency exchanges,
as determined by six factors.

According to Title 38, Section 125.30 of the Currency Exchange Act, the Director of the DF| establishes
maximum rate schedules for check cashing and the issuance of money orders by currency exchanges.
These rates are established according to the following criteria:

1. Rates charged in the past for the cashing of checks and the issuance of money orders.

2. Rates charged by banks and other business entities for rendering the same or similar services
and the basis for those rates.

3. Rates charged by the United States Postal Service for the issuance of money orders.

Rates charged by currency exchanges or other similar entities located in other states for the
same or similar services, and the basis for those rates.

The income, cost, and expenses of the operation of currency exchanges.
A reasonable profit for a currency exchange operation.

This report addresses each of the above criteria, except the criteria for money order issuances as the
CCEA is not asking for a rate increase for the issuance of money orders. In addition, this report
describes current operations of currency exchanges, issues facing the industry, and the financial
performance of the industry during the period 2008 through 2015. The information used for this analysis
includes aggregate annual data compiled by the DFI from individual annual report submissions for the
years 2008 through 2015 ("Aggregate Data”) and interviews and discussions conducted with various
currency exchanges owners.? This analysis also includes data and information gathered by Navigant
related to the Consumer Price Index, comparable company financial results, regulatory information from
other states, and prices charged by entities providing currency exchange services.

! Sea the Currency Exchange Act, 205 ILCS 405/2 el seq.,

(http:/fwww.ilga.govilegislation/ilcsfilcsd. asp?ActiD=1186&ChapAct=205%26nbsp%3BILCS%26nbsp%3B405%2F &ChapleriD=
20&ChapterName=FINANCIAL %2BREGULATION&ActName=Currency%:2BExchange%2BAct%2E).

2 Navigant conducied interviews with four separate owners who own more than half the currency exchanges in lllinois.
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1.5 Summary of Findings and Conclusions

In this report Navigant reviewed key areas of currency exchanges to understand the business structure,
the profitability, and other factors affecting these stores’ ability to operate a viable business within the
State of lllinois. We conducted our review bearing in mind the six criteria to be used by the DFI to
establish check cashing rates. Our findings are set forth below in response to each rate-making
criterion;

1. Rates charged in the past for the cashing of checks and the issuance of money orders

Rates set historically by the DFi are instructive in that they point out the periodic need for an increase
in the maximum rate that can be charged to cash a check. Rates have been increased twice in over
thirty years. The fact that rates had to be increased demonstrates the percentage-based fee structure
cannot provide a stable, predictable retum for currency exchanges. If the percentage-based fee
structure were adequate the industry's profitability would be relatively constant, thus eliminating the
need for rate increases. This is not the case as witnessed by the dramatic decline in average store
profitability, as well as the number of store closings from 2008 to 2015 (approximately 159 closings).

The last rate increase for the industry occurred in December 2007. During the intervening period, the
nature of the business and related expenses have changed dramatically. Technology continues to
impact the volume of check cashing business at currency exchanges, the risks associated with cashing
a check, and the process by which day-to-day currency exchange operations are executed.
Additionally, the location of currency exchanges and population shifts in those areas, as well as the
increased number of regulations and compliance measures currency exchanges are subjected to, has
impacted currency exchange profitability. The fundamental changes in the currency exchange market
since 2007 have rendered the current rate inadequate to afford the average currency exchange to earn
a reasonable profit.

2. Rates charged by banks and other business entities for rendering the same or similar
services and the basis for those rates.

The cashing of checks by non-customers at lllinois banks is not a core service of these banks. This
fact was borne out by our research. Navigant contacted thirty banks across the Chicago, Rockford,
Quad Cities, Central lllinois, and East St. Louis markets to determine what banks charge for check
cashing. The majority of banks contacted will not cash non-customer checks if it is not drawn on the
bank as they deem the activity too risky. Only one bank surveyed will cash non-customer checks not
drawn on the bank. Other banks will cash checks issued by the bank (“On-us Checks”) but charge fees
between $2.50 and up to $15 for larger check values. Furthermore, in contacting multiple branches,
Navigant noted there was no consistency in each bank’s policy regarding check cashing. Those banks
that cash a non-customer check require multiple forms of identification. Similarly, check cashing by
grocery stores and big box retailers is an incidental service provided as a convenience to customers. It
is neither a primary business activity nor does it contribute a material percentage of total revenue for
these businesses. Currency Exchanges provide an essential service to consumers who otherwise
would have difficulty accessing check cashing services. Currency Exchanges offer consistency in check
cashing policies, customer accessibility, and check cashing fees in contrast to the varying policies and
fees charged banks, grocers, and big box retailers. Currency exchanges are subject to additional
compliance requirements which make it costlier to provide check cashing services. Therefore, the rates
charged by banks and big box retailers for check cashing services should not be used as a proxy for
currency exchange check cashing rates.

3. Rates charged by the United States Postal Service for the issuance of money orders.

Navigant did not study the rates charged by the United States Postal Services for money orders as the
Rate Petition does not request a rate increase for this service.
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4. Rates charged by currency exchanges or other similar entities located in other states for the
same or similar services, and the basis for those rates.

Navigant researched check cashing rates in other states in order to provide a comparison of rates in
llinois. We found that seventeen states have no regulation of currency exchanges leaving the prices
charged by businesses in those states to market forces. We also determined that eight states that
regulate currency exchanges have no limit on the amount a currency exchange can charge for check
cashing.

As shown in Table 3 of this report there are many nuances to check-cashing rate structures in other
states and the table should be considered carefully. Many regulatory schemes regarding check cashing
differentiate the rate that can be charged based on govemment versus private checks, as well as the
type and sufficiency of personal identification. These approaches all recognize the risks inherent in
check-cashing and attempt to compensate the check casher accordingly. Of the twenty-four states and
the District of Columbia (not including lllinois) that regulate currency exchanges and have set rates,
fourteen states allow fees of at least 3% of the value of government-issued checks, and seventeen
states plus the District of Columbia allow currency exchanges to charge 10% of the face value of
personal checks (subject in some instances to a dollar value limitation).? It is clear in all these cases
that a risk-return criterion has been considered and addressed. Our review demonstrates lllinois ranks
near the very bottom in providing an adequate check cashing rate and an approach to the check
cashing market that permits currency exchange owners to mitigate the risks of cashing certain types of
checks.

3. The income, cost, and expenses of the operation of currency exchanges.

A review of DF] compiled data for 2008 through 2015 yielded compelling results. By 2015, the average
return on revenue was 2.9% for the average currency exchange. The return on revenue for a typical
store averaged 4.8% for the period 2008 to 2015. Additionally, average check cashing revenue for
currency exchanges decreased approximately 23% from 2008 to 2015, which correlates into a
compound growth rate of -3.6% for the period. These figures clearly highlight the distressed state of
the industry and provide ample evidence of the need for rate relief.

The total number of currency exchanges reporting financial resulis to the DFI declined from 580 to 421
currency exchanges from 2008 to 2015, a loss of 159 stores, or approximately 27.4% of the
exchanges.® The loss of stores from 2008 to 2009 totaled 45 stores and represents a one year change
of nearly 8%. This loss of stores comes as no surprise given that the average store’s profitability was
merely 3.1% in 2009. The low profitability for an average store demonstrates the financial strains of
llinois currency exchanges. The average of 3.1% is the mid-point profitability since the average was
calculated from aggregate financial data provided by the DF|. This suggests some currency exchanges
are operating at lower margins and profitability, or are not profitable.

During the period 2008 through 2015 and expressed in nominal doilars, the average store’s Total
Revenue increased by only 0.22% per year, while Total Expenses increased by 0.80% per vear,
resulting in a decline of Net Income of 8.25% per year. Expressed in constant dollars, the average
store’s Total Income decreased by 1.5% per year, while Total Expenses decreased by only 0.9% per
year, resulting in a decline of Net Income of 9.8% per year. During this same time, industry-wide
average netincome per currency exchange declined by over 50%, and total expenses as a percentage
of revenue ranged from 93.02% in 2012 to 98.47% in 2015, Due to industry changes, fixed costs have
increased significantly while revenues have grown only marginally, eroding profitability for currency
exchanges. Since increasing costs are fixed, currency exchange owners have minimal ability to
manage these costs in relation to revenue, The weak and eroding financial results for the industry have
impacted the viability of many stores.

* Including Arizana and Ohio which do not cap the rates charged for personal checks,
* Another 28 stores have closed during the calendar year 2016 (Rate Petition, Tab 6, Table A).
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6. A reasonable profit for a currency exchange operation.

The estimation of a reasonable profit for lllinois currency exchanges requires the blending of many
sources of data and information. The five criteria above must all be examined and considered, as well
as rates of return that have been earned by comparable business. In parsing the description of this
criterion, two words — reasonable and profit — must be defined and considered. First, “profit.” A business
earns a profit when its revenue for a given time period (quarterly or yearly by most accounting
conventions and practice) exceeds its expenses. [n other words, there is money left to distribute to
owners, reinvest in the business, or invest in other assets.

The second term to consider is reasonable. A reasonable profit is one that compensates a business
owner or investor commensurate with the risks to which that owner or investor subjects their investment
{capital). Many of the risks faced by a currency exchange owner are identical to those of any other
small business. Currency exchange owners face the added risks to their investments of check forgeries,
theft, and other frauds that are perpetrated on them because of the very nature of their business. These
risks and costs are not insignificant and they will continue to grow. Not only do the inherent risks of the
business need to be considered, but so does the investment needed to operate the business. A
business owner expects to earn a periodic amount equal to the operating costs of the business plus
their expected profit. The owner will leave their money invested in their business only if they believe
they are compensated with an adequate profit. Otherwise, the business owner will invest in other
assets that provide a greater return, bear less risk, and take less time and effort,

We have analyzed the level and nature of the currency exchange industry's costs in great detail. Total
Expenses have risen faster than Total Revenue for the industry since 2008. Since the operating costs
of the currency exchanges must be paid to creditors and vendors before any profit can be earned, this
continued increase in costs has caused profits to diminish for the average store today as compared to
that same store in 2008. When considering recent industry financial trends for the entire period, one
needs to realize the modest increases in average store profitability in 2012 and 2014 (compared to
2008) were unsustainable, as evidenced by profitability declines in the subsequent year, and the
industry losing 28 exchanges between 2013 and 2014.

In conjunction with our evaluation of the first five criteria for rate setting, we conducted a review of
comparable businesses as part of our attempt to determine a reasonable rate of return for currency
exchanges in lllinois. Due to the unique combination of financial markets and risks associated with
currency exchanges, no one industry reflects all the conditions and features of a currency exchange.
Therefore, we used multiple industry averages that reflect different aspects of a currency exchange's
business, including rates of return for businesses involved in credit intermediation and financial
institutions. Using both the Statistics on Income published by the Internal Revenue Service of the US
Department of the Treasury and data from the Risk Management Association Annual Statement
Studies, we determined that profitability, as measured by the average retum on revenue for the period
2008 through 2014, ranged from 14.7% to 20.8% for businesses comparable to currency exchanges.
The midpoint of this range is a return on revenue of 17.8%.

The return on revenue for currency exchanges in lllinois is significantly lower at between 3.0% and
7.1% during the period 2008 to 2015. The midpoint for the range of llinois currency exchanges’ retumn
on revenue is 5.0%, or 12.8% lower than the midpoint for comparable companies for the same period.
We believe that a reasonable return on revenue for currency exchanges in lllinois ranges from 10.0%
to 20.8%. Given the nature of currency exchange operations; the inherent risks in the business; the
rates allowed and profit earned historically by the industry; the rates allowed in other regulated states;
and the rate of return eamed by comparabie businesses, we believe this range of profit with a midpoint
of 15.4% to be a reasonable rate of return for currency exchanges. The actual currency exchange rate
of return for the period in question is about one third of this midpoint, strongly suggesting the need for
currency exchanges to be able to charge more for their services.
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Conclusion

Based on our review of the six criteria for rate setting, the lllincis Currency Exchanges should be
afforded rate relief for check cashing services. The requested increase in check cashing rate will assist
currency exchanges in remaining viable as an industry, while providing customers with a convenient
and readily accessible service. The increase will still leave lllinois near the low end of the spectrum in
terms of check cashing rates allowed by other states.
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2.1 Interview Findings

Navigant gathered information about the operations of currency exchanges and the current state of the
industry through interviews and discussions with currency exchange owners. A summary of findings is
presented.

According to the currency exchange owners interviewed by Navigant, the current volume of check
cashing at lllinois currency exchanges is significantly less than the volume in 2008. This fact is
supported by data received from the DFI, which shows 2015 check cashing volume was approximately
60% of the 2008 level. The volume of check cashing has been affected by location, population shifts,
and the development of electronic transactions and processing. Technology has also produced new
means by which check fraud can be accomplished by fraudsters.

In addition to the decreased check cashing volume, the financial performance of currency exchanges
has been strained by muitiple layers of regulation and increased operating costs. This has led to further
consolidation of currency exchange locations in lllinois.

2.1.1 Location and Customer Traffic

As with any business dependent on customer traffic, the location of a store greatly affects its revenues
and profitability. Due to differences in the demographic mix of the populations between the suburbs
and the city, the services provided at these currency exchanges tend to vary. In many of the suburban
neighborhoods license plates and sticker services are more popular, while check-cashing tends to be
more prevalent within city stores. These types of checks include insurance, tax refund, pension, and
payroll checks. Furthermore, due to the increased distance between stores in the suburbs, the customer
base is typically less concentrated and more geographically diverse.

The decline in currency exchange locations has been affected by population shifts in the City of
Chicago, and lllinois as a whole. Currency exchanges typically operate in middle and working class
neighborhoods, which have been significantly impacted by the loss of manufacturing jobs in the state.
These manufacturing jobs have been moved out of lllinois. In January 2008 statewide manufacturing
totaled approximately 670,900 employees. As of December 2016, approximately 568,900 people are
employed in manufacturing jobs (a loss of approximately 102,000 blue-collar jobs).5 Manufacturing jobs
within the Chicago metropolitan area have decreased by approximately 60,000 jobs over the same time
period.®

One owner discussed the operations of a store located in an industrial park near O'Hare Airport. The
owner stated the store relied heavily upon foot traffic from nearby industrial businesses, particularly on
Fridays when workers in the industrial park cashed payroll checks at the store. However, the industrial
park now has many vacancies and the check cashing volume at the store has decreased dramatically.

% Bureau of Labor Slatistics, “State and Area Employment, Hours, and Eamings™,

{htips:/data bls.govilimeseries/SMS17000003000000001 ‘7amp%253bdata_tool=XGtable&output_view=data&include_graphs=t
rue)

® Defined by the Bureau of Labor Statistics as the Chicago-Naperville-Aringlon Height, IL Metropolitan Division. The area had
338,100 manufacturing jobs in January 2008 compared to 277,300 in December 2016.

(https-//data.bls govitimeseries/SMU17169743000000001 ‘7amp%253bdala_lool=XGlable&output_view=data&include_graphs=
trua)
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2.1.2 Electronic Payments

While location and foot traffic continue to affect the currency exchanges, store owners also have to face
additional technology hurdles in order to remain competitive. The increased use of electronic payment
options is one of the main factors negatively affecting currency exchange check cashing volume. This
trend has been observed for several years but continues to permeate the industry. Today, both federal
and state government assistance checks are distributed via prepaid cards. In addition, employee payroll
is increasingly being paid using direct deposit and prepaid cards.

Payroll checks are the largest source of checks cashed at lilinois currency exchanges. According to
owners interviewed, payroll checks previously accounted for 75-90% of all checks cashed at
exchanges. However, today the percentage is closer to 55-60% of total checks cashed. The decrease
has been most notable in the last 4-5 years, which is supported by data from the DFI itself. As stated
previously, 2015 check cashing volume was approximately 60% of the 2008 level, which correlates to
a -7% compounded growth rate in check cashing volumes from 2008 to 2015. Owners have stated they
could not remain in business without the revenue from payroll check cashing.

Since the last rate request, payroll checks have been more frequently directly deposited or distributed
on payroll/prepaid cards. Direct deposit and payroll cards are more efficient and safer for both
employers and employees. However, employees still need access to a bank account in order to utilize
direct deposit. Therefore, some currency exchanges have implemented services whereby customers
can cash payroll/prepaid cards, similar to withdrawing funds from a debit card. This new source of
revenue has not made up for the significant losses from the declines in payroll check cashing.

2.1.3 Remote Deposit Capture Fraud

A third factor affecting currency exchanges is the rapid rise in the use of remote deposit capture (“RDC")
to fraudulently cash checks that have already been scanned and deposited by a mobile device. RDC
enables check payees to scan and deposit their checks by mobile device or desktop computer and then
take paper checks to a different check casher. The number of duplicate presentments of checks has
increased from 5-7 items per million payments in 2006 to 40-100 duplicate items per million payments
currently in 2010, an increase of 1,100%.” These numbers do not even capture the implementation of
mobile check capture in the consumer market.® According to the owners of lllinois currency exchanges
that were interviewed, RDC is one of the biggest threats to the industry, and has not been, but need to
be addressed by federal or state regulators, leaving currency exchanges exposed to the risks and
losses from remote deposit capture fraud.

Remote deposit capture is a service which allows consumers to scan and transmit images of checks to
a bank for posting to a customer’s account. Fraudsters use remote deposit capture to deposit checks
in their bank accounts, then subsequently cash the checks at a currency exchange (“second
presentment”). Currency exchanges have no way of knowing the check has aiready been presented
for payment, paid and the proceeds depeosited into the customer’s bank account. Exchange owners do
not identify a problem until they attempt to deposit the cashed check into their own accounts and the
check is later returned for having been previously paid by the drawee bank. It can take several months
after a check was cashed by a currency exchange after the customer had already used RDC to scan
and deposit the check with his or her own bank to identify second presentment and bank of first deposit
and notify that bank and try to prove up the currency exchange’s loss and how it occurred. By this time
the customer who presented the check has disappeared and recovery is no longer feasible.
Furthermore, owners have stated they believe the police, particularly in the City of Chicago, are not
interested in investigating these type of crimes.

" Muttera, Flavia C., Bank of the West, “Duplicale Payment Detection Paying Off for Bank of the West", August 24, 2012,
? Muttera, Flavia C., Bank of the West, “Duplicate Payment Detection Paying Off for Bank of the West”, August 24, 2012,
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Therefore, owners are forced to seek recovery from the customer's bank (the bank of first deposit) or
from the bank on which the check was drawn. The process to recover can be time-consuming, and
expensive, Owners need to take time from their typical day to day activities to investigate the issue and
fill out required paperwork, and locate and pursue claims against the bank of first deposit and the
drawee bank in order to recover its losses. Additionally, attorney fees are often times incurred during
the recovery process. While some banks respond and make good on the paper check, most banks do
not make it easy for currency exchange owners to recover funds due to RDC payment previously made
on the same check. Even if a currency exchange recovers from the maker's or customer's bank, it is
frequently not on a dollar-for-dollar basis. The exchange owners have lost the benefit of the underlying
check cashing transaction for several months, if they recover at all. This in turn has increased the risks
and costs associated with bad checks inherent in the currency exchange business.

2.1.4 Regulations

In order to be in compliance with regulations from multiple stakeholders, depending on the number of
currency exchanges under common ownership, the currency exchange owners employ part time or full-
time, salaried compliance officers and outside consultants or contractors to run compliance programs
and initiatives. These highly paid, management level positions add an additional cost layer to the
business and is required in order for currency exchanges to respond to numerous compliance issues
and regulations.

For example, currency exchanges are subject to audits by the IRS, banks, and Western Union. Banks
are required to audit currency exchanges under the Dodd-Frank Act, which also regulates the largest
national banks. These time-intensive audits require currency exchanges to devote significant resources
in order to both perform the audit and remain in compliance. Unfortunately, currency exchanges do not
have the balance sheets or service offerings of large national banks to cover the costs of compliance.
Exchanges are also audited by Western Union and a currency exchange’s bank to ensure operators
are in compliance with Western Union and banking regulations surrounding money transfers.

Other regulations and compliance issues which impact currency exchange operations and profitability
include anti-money laundering compliance, cyber security/technology compliance, Europay,
MasterCard, and Visa (chip card) standards compliance, contingency planning, and, in the City of
Chicago, recycling program compliance. One currency exchange owner estimated spending $100,000
per year on cyber security, including firewall protection equipment and software. Another exchange
owner stated his city locations face a $1,000 fine if recyclable materials are not properly separated from
other waste.

2.1.5 Increased Operating Costs

The operating costs of a currency exchange are largely fixed costs, meaning when a store is open,
owners and management have little ability to reduce costs. For example, currency exchanges will incur
the same rent and insurance charges whether or not there is foot traffic in the store.

In addition, currency exchanges must be staffed in order to serve customers. The needs of the customer
drive staffing in each store. In order to best serve customers while minimizing overall labor costs,
owners review revenue per hour statistics in order to match staffing to store foot traffic. However, this
is not a short-term decision and must be done over a longer period of time when staffing and costs are
more known. Currency exchange owners stressed the difficulty of balancing the uneven flow of
business while minimizing labor costs. Owners of multiple stores tend to shift employees from one store
to another depending on staffing needs. This again points out the highly fixed nature of the currency
exchange cost structure.

Although most stores consistently operate with one or two people, each store has its specific revenue

cycles and owners of stores must adjust staffing for known busy periods and seasonality, Examples of
time periods in which additional staff may be needed include lunch and evening rush hour. In addition,
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stores will need extra staff during tax refund season and when deadlines on vehicle city stickers
approach, The consistent staffing needs cause labor costs to be a fixed operating costs for store
owners. The owners Navigant spoke with stated they are already operating their stores on a |east cost
basis and are staffed at the minimum number of personnel required to service their customers.

In addition to the number of hours a store must be staffed, labor costs are also being driven higher by
the hourly rates for employees. Employers need to pay employees a reasonable market rate for their
services in order to retain staff. Currency exchanges operate on the basis of providing a superior level
of customer service. Customers at currency exchanges expect this higher level of customer service
and enjoy seeing familiar faces at their exchange. Itis essential for currency exchanges to maintain
good morale amongst its employees in order to ensure customer service is not threatened by
disgruntled employees. Therefore, it is essential for owners to pay their best employees a competitive
rate in order to maintain customer service and prevent employees from pursuing other employment.

Banks have been hiring at competitive rates, and often times have more favorable working hours for
employees as opposed to currency exchanges. Currency exchange hours of operations vary between
locations. Some stores operate on a more traditional schedule of 9:00 am to 6:00 or 7:00 pm, while
other locations offer 24-hour operations to accommodate the needs of the neighborhood. The decision
regarding the hours of operation is up to the store owner, who evaluates the incremental revenue
collected during those additional hours versus the incremental costs of maintaining staff. Currency
exchange owners stated they have increased their hourly rates in order to stay competitive.

Currency exchange owners in the City of Chicago will be particularly challenged in responding to the
city's minimum wage increase. On July 1, 2015 the minimum wage increased from $8.25 to $10.00,
and was subsequently increased another $0.50 to $10.50 on July 1, 2016. The minimum wage will
increase $0.50 every July 1% through 2019, after which the minimum wage will be tied to the increase
in the Consumer Price Index.?

2.1.6 Industry Consolidation

Although there are numerous stores in the city serving many diverse neighborhoods, the number of
locations has declined, as more and more stores are forced to close. Store closures decrease the
number of slores within a geographic area and reduces convenience for the customers. According to
the currency exchange owners interviewed by Navigant, the closing of currency exchanges will
continue as single-store and small chain owners and even larger chains struggle to operate with
decreasing revenue, increased costs, and the inability to leverage operations across multiple locations.
These less profitable locations will be closed or consolidated into chain-operated stores. Unfortunately,
the closure of currency exchanges has not resulted in any significant increase in revenue per store for
the remaining stores. One owner stated his company is always looking at single-store competitors and
their locations in order to identify opportunities to acquire new licensees.

® hitps:/iwww cityofchicago org/city/en/depis/mayor/supp_info/minimum-wage himl, Additionally, the Illinois House Labor and
Commerce Committee recently recommended a bill which will increase the stale's hourty minimum wage from $8 25 to $15 by
2022. The bill would still need to be passed by the full House and Slale Senate, and signed by the Govemor.
(http-/iwww.chicagotribune. com/business/ct-illingis-minimum-wage-house-committee-vote-0406-biz-201 70405-story.html}
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2.2 Analysis of Check Cashing Rates
2.2.1 Current and Past Check Cashing Rates

Currently in the state of lllinois, the check cashing fees are as foliows:

Analysis of Currency Exchange
Revenues, Expenses, and Profitability:

2008-2015

7 1.4% of the face amount of the check on all checks of $100 or less, plus a $1.00 charge.

= 2.25%% on checks above $100.

The last rate increase was approved in May 2007 and became effective December 21, 2007. The
history of rate regulation for check cashing fees is presented in Table 1 below:

Table 1: History of Check Cashing Fee Rate Regulation

Effective Date of Increase
1980 1985 1996 2007
Handling Fee $0.75 $0.90 $0.90 for checks of $1.00 for checks $100
$500 or less; or less;
Percent of Face 1.1% 1.2% 1.4% for checks of $500 1.4% for checks of
Value of Check or less; $100 or less;
1.85% for check above 2.25% on checks
$500 above $100

2,2.2 Rates Charged by Banks

One of the criteria listed in the Currency Exchange Act relates to the rates charged by banks and other
business entities for rendering the same or similar services as well as the basis for those rates.
Navigant contacted thirty lllinois banks and branches of banks to determine the cost to cash a check
for non-customers of the banks. To obtain the most comprehensive information, Navigant contacted
branches of common retail banks in lllinois within the Chicago, Chicago suburbs, Rockford, Quad Cities,
Central llinois, and East St. Louis markets.

The majority of banks will not cash a non-customer check unless the check is drawn on the bank
cashing it, i.e., it was drawn by a customer that maintained the account with that bank from which the
check is payable (“On-us check”). Fifth Third Bank, the only bank we surveyed that will cash non-
customer checks generally, requires customers to present identification and charges $4 or 1% of the
face amount of the check. First American Bank stated they will cash non-customer payroll checks not
drawn on the bank only for commercial enterprises that have signed an indemnity with First American,
not likely to be a very common occurrence. Table 2 provides a summary of check cashing palicies at
surveyed banks.
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Analysis of Currency Exchange
Revenues, Expenses, and Profitability:

2008-2015
Table 2: Summary of Check Cashing Policies at lllinois Banks
Cash
Non-Customer  Rgstrictions/
No, Bank Address City Phone Numbar Checks' Check Limits

1 Chase 4809 S Ashland Ave Chicago (773) 247-1551  On-us Checks $2,500

2 Chase 3200 S Chicago Rd, Sle A 5. Chicago Heighls (708) 754-7152  On-us Checks No Limit

3 Chase 401 E State St Rockford {815)987-2424  On-us Checks $2,000

4 Chase 501 15th St Moline (309) 757-8462  On-us Checks No Limit

5 Chase 2801 Greenbriar Springfield (217) 787-9376  On-us Checks 52,500

6 USBank 600 W 37th 5t Chicago (773) 376-4808  On-us Checks No Limit

7 USBank 2600 E Sauk Tr Sauk Village (708) 758-0094 On-us Checks No Limit

8 US Bank 1107 E State St Rockford (815)987-2200 On-us Checks No Limit

9 USBank 4701 22nd Ave Maline (309) 762-1334  On-us Checks No Limit

10 US Bank 2501 § Veterans Pkwy Springfield (217)862-73311 On-us Checks No Limit

11 US Bank 1050 Camp Jackson Rd Cahokia {618) 337-1555 On-us Checks No Limil

12 Bank of America 4200 S Ashland Ave Chicago (773)847-6748  On-us Checks No Limit

13 Bank of America 18460 Govenors Hwy Homewood {708)957-4200 On-us Checks No Limit

14 Bank of America 6958 Spring Creek Rd Rockford (815)877-6530 On-us Checks No Limit

15 Bank of America 248 Harvard Dr Edwardsville {618) 659-4018 On-us Cheacks No Limit

16 BMO Harris 5401 5 Wentworth Ave #13  Chicago (773)548-5948 On-us Checks $3,000

17 BMO Harris 1630 Chicago Road Chicago Heights (708) 755-9063  On-us Checks No Limit

18 BMO Harmris 501 Seventh St Rockford {815) 969-1500  On-us Cheacks No Limit

18 BMO Harris #2 Carlyle Plaza Or. Belleville (618) 233-9288 On-us Checks $3.000
20 Fifth Third 1950 West 33rd Street Chicago (773)650-1408 Yes No Limit
21 Fifth Third 3307 Chicago Road §. Chicago Heights ({708) 756-2815 Yes No Limit
22 Fifth Third 3936 West Riverside Bivd ~ Rockford (815) 964-7287  Yas No Limit
23 First Midwest 3220 Wesl 26th Street Chicago (773)804-3492 Cn-us Checks No Limit
24 First Midwest 1030 Dixie Highway Chicago Heights (708) 754-2500  On-us Checks $5,000

25 First Midwest 2222 41st Sireet Moline (309) 797-7500  On-us Checks No Limit

26 MB Financial® 1542 W. 47th Sireet Chicago (888) 422-6562  On-us Checks Undisclosed
27 MB Financial® 18301 S Halsted Street Glenwood (888) 422.8562 On-us Checks Undisclosed
28 MB Financial® 2607 Lincoln Highway St. Charles {686) 422-6562 On-us Checks Undisclosed
29 First American Bank 1650 Louis Avenue Elk Grove Village (847) 427-5000 On-us Checks Undisclosed

& Limited Payroll
30 First Bank & Trust 55 Shuman Boulavard Napervilie (630) 348-2300  On-us Checks 33,500

Based on the information listed above, customers without a bank account will have a difficult time
finding a bank to cash a non-customer check, regardless of fees associated with the transaction.
Currency Exchanges provide their customers consistency and convenience without insisting on
additional requirements, something that few banks seem to offer.

In addition to banks, Navigant also contacted various big box and gracery stores to determine if these
types of stores provide check cashing services as well as the fees charged and restrictions placed on
the services.'’ Navigant’s survey revealed the unavailability of the check cashing services at Target
and Home Depot stores nationwide. Additionally, those stores which did provide check cashing had
policies which varied by location, required various forms of identification to cash a check, and restricted
the availability of services. For instance, although Walmart stores will cash checks for a 1-2% fee,! the
company will only cash government and payroll check below certain limits ($1,500 to $10,000 limits of
check values). Furthermore, Meijer required customers to apply and be approved by the company's
check cashing program in order to cash checks at its stores. Additionally, the company will anly cash
checks below $2,000 and charges a fee of $4.

' Navigant surveyed numerous slores in Chicago, Chicago suburbs, Easl St. Louis, Rockford, Quad Cities, and central lllinois
markels. A summary of the survey resulls can be found in Schedule 13.

" The majorily of Walmart stores surveyed charged $3 for checks less than $300, and $6 for checks greater than $300,
However, a Walmart store in the Chicago charged up to 10% for amounis greater than $400,
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The availability of check cashing at grocery stores varied significantly amongst stores and locations. 2
Only two of the six Jewel Osco stores surveyed will cash checks (locations in Lake Forest and Moline). '3
The two surveyed Kroger stores in Springfield and Ottawa provided check cashing services but limited
the services to checks less than $750.

While the fees charged by big box stores and grocers may be less than the current rates charged by
currency exchanges, it is important to recognize these stores are not subject to the same compliance
requirements as currency exchanges, and also assume less risk associated with check cashing
services. In addition, check cashing by grocery slores and big box retailers is furnished as a
convenience to the customers o encourage them to come into their stores to purchase their goods and
services; it is not a primary business activity; only an incidental one which presumably makes up only
a miniscule portion of their revenues when compared to the sales of their goods and services.

2.2.3 Check Cashing Fees in Other States

Navigant received a summary of rates charged by check cashing companies in other areas throughout
the United States compiled by the Financial Services Center of America.™ Table 3 provides an
overview of check cashing fees in other states:

Table 3: Check Cashing Fees in Other States

State Description
Arizona 3% of the face amount or $5, whichever is greater for cashing any payment
instrument issued by an agency or political subdivision of the U.S. or Arizona; ho
limit otherwise.

California 3% with Identification for payroll or government checks, or 3.5% without
Identification, or $3, whichever is greater; 12% of the face value of a personal
check; Permitted to charge an amount no greater than $10 to set up initial account
and issue optional ID card.

Connecticut | 1% for state-drawn checks payable within the state to recipients of public
assistance; 2% or $1, whichever is greater for all other checks.

Delaware 2% or 34, whichever is greater for cashing a check, draft or money order.

Florida 3% or $5, whichever is greater, if payment instrument is for state public assistance
or social security; 10% or $5, whichever is greater, for personal checks and money
orders; 5% or $5, whichever is greater for all other checks; Direct costs of
verification, not to exceed %35, as established by rule for account set-up or
membership fee.

Georgia 3% or $5 whichever is greater for state public assistance or social security checks;
10% or $5 whichever is greater for personal checks or money orders; 5% of the face
amount of the check or draft or $5, whichever is greater for all other checks

{payroll).

Hawaii 3% of face amount of the check or $5, whichever is greater, for state public
assistance or social security; 10% or $5, whichever is greater, for personal checks;
5% or $5 of face amount, whichever is greater, for all other checks; Limit of $10 to
set up initial account and issue an optionai ID or membership card.

llinois 1.4% of face amount plus a $1 service charge on all checks $100 or less; 2.25% on
checks above $100.
Indiana 10% or $10, whichever is greater for personal check; 5% of the face amount or $5,

whichever is greater, for government issued checks and all other checks.

'2 All Mariano's, Save-A-Lot, Fairway Grocery and Hy-Vee stores surveyed did not provide check cashing services
2 Jewel Osco locations in Chicago, Alsip, Clarendon Hills, and DeKalb will not cash checks.

" Financial Services Centers of America, Inc., “Summary of State Check Cashing Laws - Updaled August 2013",
htips:/iww.natcne.comiwp-content/uploads/2016/10/FISCA-State-CC-Laws-2013 pdf
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State

Description

Louisiana

2% of face amount of the check or $5, whichever is greater, for government issued
checks; 10% of the total amount of the check or $5, whichever is greater, for all
other checks.

Maine

3% with ID, or 4% without ID, or $5, whichever is greater, if state public assistance
or social security; 10% or $5, whichever is greater, for personal checks and money
orders; 5% of the face amount of the payment instrument with ID or 6% without ID,
or $5, whichever is greater for all other checks.

Maryland

2% of the face amount or $3, whichever is greater, for government checks; 10% of
the face amount or $5 for personal checks; 4% of the face amount or $5 for all other
payment instruments; A licensee may charge a one-time membership fee not to
exceed §5.

Mississippi

3% or $5, whichever is greater, for government checks; 10% or $5, whichever is
greater, for personal checks; 5% or $5 whichever is greater for all other checks.

New Jersey

1% or 90 cents, whichever is greater, for public assistance checks, and 1.5% or 90
cents, whichever is greater, for social security checks; 2.21% or $1, whichever is
greater, of the face amount for checks drawn on a depository institution or other
financial entity.

New York

1.95% of the amount on the check, draft, or money order or $1, whichever is greater
(fee is subject to annual adjustment based on increase in regional CPI); no fee
limitation for the cashing of commercial checks.

North Carolina

3% of the face value or $5, whichever is greater, for all government checks: 10% or
$5, whichever is greater, for personal checks; 5% or $5, whichever is greater, for all
other checks.

North Dakota's

5% or §5, whichever is greater for cashing a draft, personal check, payroll check,
traveler's check, or money order; 3% or $5, whichever is greater for cashing a state
public assistance check or a federal social security check.

Ohio

3% of the face value for state and federal government checks; no limit otherwise.

Oregon

35 or 2% of the face value of the payment instrument, whichever is greater, for
federal/state government checks with ID; $5 or 2.5% of the face value of the
payment instrument if without ID; $5 or 3% of the face value of the payment
instrument, whichever is greater, for government checks issued by other states and
payroll checks with ID; $5 or 3.5% of the face value of the payment instrument,
whichever is greater, for government checks issued by other states and payroli
checks without ID; $5 or 10% of the face value of the payment instrument,
whichever is greater for personal checks; $5 or 3%, whichever is greater for payroll
checks with ID; $5 of 3.5%, whichever is greater, for payroll checks without 1D; any
other payment instrument is $5 or 10% of face value, whichever is greater; Total
amount charged for cashing any check cannot be more than $100.

Pennsylvania

2.5% of the face value for government assistance checks with valid ID; 10% for
personal checks; 3% for payroll checks; A fee not to exceed $10 is permitted to
investigate a new customer’s credit.

Rhaode Island

3% of face value or $5, whichever is greater, for state public assistance or social
security checks; 10% or $5 whichever is greater for personal checks; and 5% or $5,
whichever is greater, for all other checks.

South Carolina

2% of face value or $3, whichever is greater, for government or electronically
printed payroll checks; 7% or $5 whichever is greater for personal checks and all
other checks, including handwritten payroll checks.

'* hitp:/iwww legis nd gov/cencade/t51c17-1 pdffnameddest=51-17p1-01
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State Description
Tennessee | 3% or $2, whichever is greater, for public assistance or social security checks: 10%
or $5, whichever is greater, for personal checks; 5% or $5 whichever is greater for
all other checks; Licensee may charge a membership fee not to exceed $10 for
account start-up or membership fees.
Vermont 3% or $2, whichever is greater, for state public assistance or social security checks

with Identification; 10% or $5 whichever is less for personal checks: 5% or $5
whichever is greater for all other checks; Licensee may charge a membership fee
not to exceed $10.

Washington, DC

2% of the face amount or $3 for government issued checks, 10% of the face amount|
or $5 for personal checks; 4% or $5 of the face amount for payroll and all other
checks; Licensee may charge a customer a one-time membership fee not to exceed
$5.

West Virginia

1% of the face value cashed or $1, whichever is greater.

The following states, which license check cashing, currently have no limits on how much a check
casher, such as a currency exchange, can charge for the cashing of a check:

» Kentucky

¥ Massachusetts
¥ Minnesota

> Nevada

Utah
Virginia
Washington
Wisconsin

YV Y Y

Additionally, the following states do not license check cashing services, or, impose any limits on check

cashing rates:

Idaho
lowa

Nebra

South
Texas

XYY Y ¥V Y Y VY YYYVYYVYYVYY

Alabama
Alaska

Arkansas
Colorado

Kansas
Michigan
Missouri
Montana

ska

New Hampshire
New Mexico
Oklahoma

Dakota

Wyoming
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In order to provide comparability among the maximum rates charged in regulated states, we have
created Table 4 below which depicts the fee that would be charged by a currency exchange in each
regulated state using the 2008 - 2015 average check value for lliinois stores. Table 4 shows the
average fee for all types of checks assuming an equal weighting for this table among check types
{public, private, personal). The table depicts the results in descending order and shows that the fee
charged to consumers in llinois is lower than all but four other states in the US.

Table 4: Customer Payment for Check = $463.8316

Public Private Personal Checks Average
Effective Effective Effective Effective
_State Fee Rate Fee Rate Fee Rate Fee Rate
Kentucky $46.38 10.00% $46.38 10.00% $46.38 10.00% $46.38 10.00%
Massachusetls $46.28 10,00% $46.38 10.00% $46.38 10.00% 546,38 10.00%
Minnesota $46.38 10.00% $46.38 10.00% 546.38 10.00% $46.38 10.00%
Nevada $£46 28 10.00% $46.38 10.00% $46.38 10.00% $46.38 10.00%
Ltah $46.38 10.00% $46.38 10.00% §46.38 10.00% $46.38 10.00%
\irginia $46.38 10.00% $46.38 10.00% $46.38 10.00% $46.38 10.00%
Washington $46.38 10.00% §46.38 10.00% $46.38 10.00% $46.28 10.00%
Wisconsin $46.38 10.00% $46.38 10.00% $46.38 10.00% $46.38 10.00%
Arizong $13.91 3.00% $46.38 10.00% $46.38 10.00% $35.56 7.67%
Ohio $13.91 3.00% $46.38 10.00% $46.38 10.00% $35.56 7.67%
Louisiana 5928 2.00% $46.38 10.00% $46.38 10.00% $3.01 7.33%
Indiana $23.19 5.00% $23.19 5.00% $46.38 10.00% $30.92 6.67%
California $13.91 300% $13.91 3.00% $55.66 12.00% §27.83 6.00%
Florida 513,91 3.00% $23.19 5.00% $46.38 10.00% $27.83 6.00%
Georgia 313.91 3.00% §23.19 5.00% $46.38 10.00% $27.83 6.00%
Hawaii $13.91 3.00% $23.19 5.00% $46.38 10.00% $27.83 6.00%
Maine $13.91 3.00% $23.19 5.00% $46.38 10.00% $27.83 6.00%
Mississippi $13.91 3.00% $23.19 5.00% $46.38 10.00% $27.83 6.00%
North Carclina $13.91 3.00% $23.19 5.00% $46.38 10.00% $27.83 6.00%
Rhode Island $13.91 3.00% $23.19 5.00% $46.38 10.00% $27.83 6.00%
Tennessee $13.91 3.00% $23.19 5.00% §46.38 10.00% $27.83 6.00%
Vermont $13.91 3.00% $23.19 5.00% $46.38 10.00% £27.83 6.00%
Maryland $9.28 2.00% $18.55 4.00% $46.38 10.00% $24.74 5.33%
Washington, DC $9.28 2.00% $18.55 4.00% $46.38 10.00% $24.74 5.33%
Pennsylvania $11.60 2.50% $13.91 3.00% $46.38 10.00% $23.96 S5.17%
Cregon $9.28 2.00% $13.91 3.00% $46.38 10.00% $23.19 5.00%
New York $9.04 1.95% $46.38 10.00% $9.04 1.95% $21.49 4.63%
North Dakota $13.91 3.00% $23.19 5.00% $23.19 5.00% $20.10 4.33%
South Carolina $0.28 2.00% $9.28 2.00% $32.47 7.00% $17.01 3.67%
| ilinots $10.44 2.25% $10.44 2.25% $10.44 2.25% $10.44 2.25% |
Delaware $9.28 2.00% $0.28 2.00% $9.28 2.00% $9.23 2.00%
New Jersey $4.64 1.00% $10.25 2.21% $10.25 2.21% $8.38 1.81%
Connecticut $4.64 1.00% $9.28 2.00% $9.28 2.00% $7.73 1.67%
West Virginia $4.64 1.00% $4.64 1.00% $4.64 1.00% S4.64 1.00%

'* Based on the total dollar amount of checks cashed by currency exchanges in lllinois from 2008-2015 {$49,853.995,320)
divided by the total number of checks cashed by lllinois currency exchanges in that same period (107,482,725},
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2.3 Functional Analysis

2.3.1 Currency Exchanges Operations

Currency exchanges derive revenue from a number of transactions including check cashing, money
order sales, utility bill payments, prepaid phone cards, and city sticker and license plate sales. The first
currency exchanges in lllinois opened in 1937 to assist community residents with a variety of financial
needs. Currency exchanges offer services to customers that banks generally do not provide. They
operate in locations and during hours that are more convenient for consumers than those traditionally
offered by banks. In addition, unlike banks, currency exchanges assume the risk of insufficient funds
associated with checks in exchange for a check cashing fee.

As previously described, banks often refuse to cash checks for people who do not maintain an account
with the bank. For account holders, some banks will require them to maintain sufficient funds to cover
a check as well as charge fees for non-sufficient funds/overdraits, check printing, deposited checks
returned unpaid as well as ATM fees, maintenance fees, reopening fees, and debit card re-issuing fees.
Currency exchanges provide an alternative to customers with relatively small account balances or
without bank accounts. The fees charged for this service are intended to cover operating expenses,
including any interest expense incurred on the funds covered. The fee is also intended to cover the
risks associated with cashing a check that may not be collected as a result of insufficient funds, stop
payment orders, or fraud. Finally, the fee is intended to provide a reasonable profit to the business
owner for putting his or her capital at risk.

The Division of Financial Institutions issues licenses on the basis of a "Need of Community"
investigation. The DFI assesses whether the community needs the proposed currency exchange and
the effect it will have on the financial stability of existing currency exchanges. Licenses are valid for one
year and may be renewed. A separate license is required for each exchange, so if the store has moved,
or merged with another one, a new license and license number would be issued.

The currency exchanges offer a portfolio of services, including:

Cashing checks;

Processing of money transfers;

Electronic bill payments;

Sale of money orders;

Sale of transit fare cards;

Sale of pre-paid telephone cards;

Sale of postage stamps and envelopes;

Sale of city stickers;

Notary Public services;

License and title services for automobiles and boats;
Issuance of copy of death/marriage/birth certificate for the Cook County;
Income tax preparation;

Direct deposit services;

Private mail box services;

Photocopier and fax services;,

Coin counting and exchange,

Debit card loading and cash dispensing

Credit card cash advances, and

Sale of candy, gum and pop from vending machines

Y F ¥V ¥ WV N V¥V Y ¥ Y Y Y ¥ Yy y
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Currency exchange owners have severely limited control over the pricing of check cashing services
since the maximum rate is determined by the DFI. There are fee ceilings established for the sale of
licenses and city stickers, and other potential sources of revenue are prohibited by law, such as the
sale of lottery tickets. Very few services provided by currency exchanges, such as wire transfers or
photocopying, are offered at a market rate. This all means that a periodic assessment of the financial
condition of the industry must be done to determine the sufficiency of rates as the state controls nearly
all currency exchange pricing of services.

2.4 Income, Cost, and Expenses of Currency Exchanges
2.4.1 Sources of Data for the Analyses

Navigant has conducted its analyses of currency exchanges utilizing aggregated annual data compiled
from the DFI annual report information for all currency exchanges for the years 2008 - 2015 (*Aggregate
Data”). Navigant used the Aggregate Data to analyze annual changes of revenues, expenses, and
corresponding profitability. The results of Navigant's analysis of Aggregate Data can be found in
Schedules 1 - 8 at the end of this report.

2.4.2 Revenue Analysis'®

Two services offered by currency exchanges have been the source of the majority of revenues.’® These
services are:

» Check Cashing Fees,
~ License Plate & City Sticker Fees.

Combined, these two totaled over 65% of total revenue for each of the analyzed eight years. Other
Income, which accounted for over 14% of the total revenue in 2008 and 26% in 2015, is comprised of
the bulk of other services, as described in more detail in the Functional Analysis section. The aggregate
data does not provide sufficient details to draw further conclusions relating to what actually is included
in the Cther Income line.

Check cashing fees remain the main source of revenue for the average currency exchange; however,
the percentage of revenue derived from check cashing has decreased from 67% in 2008 to just over
50% in 2015. Average check-cashing fees decreased by 3.6% from 2008 to 2015 (compounded
annually). The greatest decrease in check cash fees between 2008 and 2015 occurred between 2008
and 2009, shortly after the last check cashing rate increase became effective December 21, 2007.
Excluding that change, check-cashing fees still decreased by 2.1%.

Furthermore, once adjusted for inflation, average check-cashing fees decreased 5.2% from 2008
through 2015, and by 3.6% from 2009 through 2015. See Table 5 for a summary.

Table 5: Average Revenuas for Check Cashing Fees
Compound Compound

Growth Growth

Type 2008 2009 2010 2011 2012 2013 2014 2015 12008 - 2015 2009 - 2015
Norminal $224003 $197.973 $197,982 $183523 $174,700 $177,041 $180,264 $174,108 -3.6% -2.1%
Adjusted to 2008 § $224.003 $1:02.720 §$180.897 $180.279 $150.950 $159.705 $161.391 $154,750 -5.2% -3.6%

' When discussing revenue, the phrase “Total Revenue” includes all revenus, which is comprised of Check Cashing Fees,
Money Order Fees, License Plate & City Sticker Fees, Utilities, Other Income, and Revenue Adjustment.

' Unless otherwise noted, the revenue analysis was conducled using Aggregate Data. (Tab 7, Tables A-K, Appendices, Rate
Petition})
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Since currency exchanges obtained over 50% of total revenue from check cashing fees, the significant
decrease in this income is a serious concern, as it is the primary source of profitability. As mentioned
previously, some reasons for the lack of growth in check cashing fees are the increase in direct
deposit/payroll cards, electronic payment processing, and the governmental change in offering
electronic payment for public assistance.

License Plate & City Sticker Fees revenue grew as opposed to the decline in check cashing fees.
Average fees increased by 5.9% from 2008 to 2015. When growth is calculated from 2009 through
2015, License Plate & City Sticker Fees revenue increased by 5.7%. Once adjusted for inflation, the
growth rate from 2008 to 2015 for License Plate & City Sticker Fees revenue increased by 4.1%, and
from 2009 through 2015 the fees increased by the same percentage. Table 6 below summarizes this
information.

Tabla 6: Average Revenus for License Plate & City Sticker Faes

Compound  Compound

Growth Growth

Type 2008 2009 2010 201 2012 2013 2014 2015 2008 -2015 2009 - 2015
Nominal $35,026 $37.426 $39.891 $41,191 $40,794 $49,883 $58,210 $52.279 5.9% 57%
|Adjusted to 2008 § $35.026 $36.436  $38.262 $38,372 $37,352 $44.998 $52.116 $46.467 4.1% 4.1%

Overall, average total revenue increased by 0.2% from 2008 through 2015. The majority of that increase
is attributable to the growth in Other Income. From 2009 through 2015, average total revenue increased
1.5% before any inflation adjustment. Once average total revenue is adjusted for inflation to 2008
dollars, revenue actually decreased by 1.5% from 2008 through 2015, and declined by 0.1% from 2009
through 2015, Table 7 summarizes this decline in total revenue

Table 7: Avarage Total Ravenus

Compound Compound
Growth Growth
Type 2008 2009 2010 2011 2012 2013 2014 2015 2008 - 2015 2009 - 2015
Nominal $338,167 $314,790 $317,232 §322,005 $310,530 $323,886 $345861 5343359 0.2% 1.5%
Adjusted 10 2008 § $338.167  $306.450 $304.277 $300.053 $284.328 $202.169 $309.650 $305.184 -1.5% -0.1%

2.4.3 Expense Analysis

Based on Navigant's analysis of the Aggregate Data, two categories consistently comprised the
majority of tolal expenses:

» Employee Payroll
7 Rent Expense

These two expenses accounted for at least 40% of total expenses during the period 2008 through 2015.
Furthermore, both are fixed costs, which increased the difficulty for owners to control these expenses
and maintain profitability. As shown in Table B, average employee payroll expense increased over
these eight years by 1.1%. When adjusted for inflation, however, Employee Payroll decreased by 0.6%.
As a percent of average total revenue, Employee Payroll averaged between 32% and 34% from 2008
to 2015.

Table 8: Average Expense for Employes Payroll

Compound Compound
Growth Growth
Type 2008 2009 2010 2011 2012 2013 2014 2015 2008-2015 2008 - 2015
Nominal $106,744 §$106,045 $101,556 $102,822 $99,280 $106,002 $112.099 $115,335 1.1% 1.4%
Adjusted to 2008 5 $106,744 $103,235 $ 57,408 § 95785 $90.503 § 95622 $100,363 $102.512 0.6% 0.1%

As described in the Interview Findings section (Section 2.1), the owners of currency exchanges always
attempt to minimize labor costs. One of the methods employed by multi-store owners is shifting
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employees among the stores to minimize employee downtime. However, other changes experienced
by the store owners over the last several years, such as rising hourly wages, limited the effectiveness
of cost cutting efforts

Average rent expense was approximately 8.6% of revenue over the eight-year period, from 8.0% in
2008 to 8.9% in 2015.

Average insurance expense, including Blanket Bond, Surety Bond and Other, decreased 3.6% over the
past eight years. While not a large portion of revenue, insurance expense was just one of many fixed
costs that did not decline as rapidly as decline in total revenue and eroded the profitability of currency
exchanges.

In total, the average total expense increased 5.7% from 2008 compared to 2015. The average total
expenses increased by 0.8% per year from 2008 through 2015 and grew by 0.6% as a percentage of
revenue, as shown in Table 9. Once expenses were adjusted for inflation, however, they decreased by
0.9% per year as shown in Table 10.

Tahle 9: Average Total Expense

Compound
Growth
Expense 2008 2009 2010 2011 2012 2013 2014 2015 2008 - 2015
Average Total Expenses $319,680 $305,073 $299,901 $308,609 $288,865 $310,405 $325674 3$338,110 0.8%
As a % of Total Revenue 9453% 96.91%  9454% 9581%  93.02% 9584%  94.16% 9B 47% 0.6%

2.4.4 Profitability Analysis

Overall, average net income declined by 8.2% per year from 2008 to 2015, and net income decline by
51.4% for the eight-year period. When adjusted for inflation, the severity of the situation is further
highlighted with average net income declining 9.8% as shown in Table 10.2°

Table 10: Average Profitability Adjusted for nflation

Compound

Growth

Type 2008 2008 2010 _2011 2012 2013 2014 2015 2008 - 2015
Total Revenue $338.167 3308450 $304,277 $300,053 $284,328 $292,169 $309,650 $305,184 «1.5%
Total Expense 10,680 296.991 JB7654 287.480 264.491 280,009 291,577 300519 -09%
Net Income $ 18244 $ 9450 5 16623 § 12564 $ 19,834 § 12161 $ 18574 § H.875 -98%

Based on Navigant's analysis of Aggregate Data, 2012 was the strongest year for the currency
exchanges. The 7.0% return on revenues in 2012 has not been achieved since. In fact, the following
year, the return on revenues dropped to 4.2% and by 2015, the return on revenues was only 2.9%.
From 2008 to 2015, net income as a percentage of revenues has steadily declined as a result of
declining revenue growth. Table 11 below shows this change.

Table 11: Expenses and Net Income as a Parcent of Total Revenue

Compound Compound
Growth Growth

Type 2008 2008 2010 2011 2012 2013 2014 2015 | 2008 - 2015 2009 - 2015
Expense 94.5% 96.9% 945% 958% 93.0% 958% 94.2% 98.5% 0.6% 0.3%
Net Income 5.4% 3.1% 5.5% 4.2% 7.0% 4.2% 6.0% 2.9% -8.4% -1.0%

2 Due to Net Income Adjustments in the Aggregale Data compiled from the DFI, the net of Total Revenue, less Total Expense,
will not always equal Net Income,

Page 20



Analysis of Currency Exchange
NAVIGANT Revenues, Expenses, and Profitability:
2008-2015

As a percentage of revenue, total expenses increased from 94.5% to 98.5% of total revenue, eroding
profits.2' One of the key issues associated with these rising costs is that over 83.4% of average
expenses for the period 2008-2015 have been fixed costs. Key expenses such as rent and employee
payroll are primarily fixed in nature, so regardless of business volume, store owners have little control
to adjust these expenses and maintain profitability. These two expenses alone comprised over 47.5%
of average fixed costs. Therefore, the owners become dependent on increasing check-cashing volume
to cover these expenses. With external influences decreasing the amount of volume, profitability
declines.

2.5 Analysis of Reasonable Profit

The estimation of a reasonable profit for lllinois currency exchanges requires the blending of many
sources of data and information. The five criteria above must all be examined and considered, as well
as rates of return that have been earned by comparable business. This section of the report serves to
examine the factors relevant to determining a reasonable rate of return for Hlinois currency exchanges.

2.5.1 Identification of Comparable Companies

We analyzed the services provided by currency exchanges as well as the associated risks in order to
identify industries with a similar profile to serve as a basis for comparing profitability. The industry ratios
were then used to establish reasonable profitability benchmarks as required by the Currency Exchange
Act. Currency exchanges have a unique business model -- they perform many functions associated
with a bank, but do not hold deposits or make loans. Instead, the primary function of currency
exchanges is check cashing, where stores place their own capital at risk by providing customers with
immediate cash without the security of offsetting deposit accounts or a time delay for check clearing.
In return, currency exchanges receive a fee that compensates them for the cost of the transaction and
its subsequent processing, as well as for the risks they have assumed. Unlike banks, currency
exchanges bear the risk of collecting against all checks, rather than having a right to offset against
deposit accounts. In addition, cashing non-customer checks is not a core service of banks, whereas
currency exchanges rely heavily upon check-cashing services and the fees derived from such services.

Another unique aspect of the currency exchange business is the substantial working capital required
to provide check cashing and other services, and the minimal investment in property and equipment.??
Given these facts, itis difficult to isolate businesses that are truly comparable to currency exchanges
in order to objectively assess the reasonabie return on revenue.

Rather than concentrating on one industry or one group of companies, Navigant established a range
of rates of return utilizing various publications collecting industry benchmarks. Most of these
publications classify companies according to the North American Industry Classification System
(“NAICS"). The NAICS was deveioped jointly by the U.S., Canada, and Mexico to provide comparability
in statistics about business activity across North America, and has replaced the U.S. SIC system.

According to the NAICS definition, check cashing is associated with NAICS code 522390- Other
Activities Related to Credit Intermediation.?® The companies classified under the 522390 NAICS code
engage primarily in facilitating credit intermediation; including, check cashing services, money order
issuances, loan servicing, travels’ check issuances, money transmission, and payday lending. The

' Due to Net Income Adjustments in the Aggregate Dala compiled from the DFI, the sum of the percentages for Expense and
Net Income will not always equal 100% in a given year.

2 With exception of safety considerations, the currency exchanges do not require significant PPE (property, plant, equipment)
expenditures. The expenses associated wilh increased security are more significant in less affluent urban areas.

2 According to the US Census at http:/iwww.census govicgi-
binfsssd/naics/naicsrch?code=5223904&search=2017%20NAICS5%:20Search
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NAICS Codes are classified vertically, meaning that the 522390 NAICS code is classified in Sector 52
~ Finance and Insurance and group 522 - Credit Intermediation and Related Activities. 2¢

According to the U.S. Census Bureau, “the Finance and Insurance sector comprises establishments
primarily engaged in financial transactions (transactions involving the creation, liquidation, or change
in ownership of financial assets) and/or in facilitating financial transactions in one of the three principal
activities:

1. Raising funds by taking deposits and/or issuing securities and, in the process, incurring
liabiliies. Establishments engaged in this activity use raised funds to acquire financial assets
by making loans and/or purchasing securities. Putting themselves at risk, they channel funds
from lenders to borrowers and transform or repackage the funds with respect to maturity, scale,
and risk. This activity is known as financial intermediation.

2. Pooling of risk by underwriting insurance and annuities. Establishments engaged in this activity
collect fees, insurance premiums, or annuity considerations; build up reserves; invest those
reserves; and make contractual payments. Fees are based on the expected incidence of the
insured risk and the expected return on investment.

3. Providing specialized services facilitating or supporting financial intermediation, insurance, and
employee benefit programs,"2*

The currency exchanges are classified within this third principal activity.

According to the NAICS definition, companies engaged in activities that facilitate various types of
intermediation have been included in individual sub-sectors because these services are performed by
intermediaries, as well as by specialist establishments.26

More specifically, check cashing services are classified under the group 522 - Credit intermediation
and related activities. According to NAICS definitions, companies classified in this group:

1. Lend funds raised from depositors;

2. Lend funds raised from credit market borrowing; or

3. Facilitate the fending of funds or issuance of credit by engaging in such activities as mortgage
and loan brokerage, clearinghouse and reserve services, and check cashing services.?’

Table 12 below outlines some of the functional similarites and differences between currency
exchanges and the selected industry benchmarks. Because of the vertical nature of the NAICS codes,
organizations classified under any of the 6-digit codes are also included in the 2- or 3-digit codes.

* According to the US Census at http:/iwww.census govicgi-
bin/sssdinaics/naicsrch?chart_code=52&search=2017%20NAICS%20Search

# According to the US Census at hitp:/iwww.census govicgi-
bin/sssd/naics/naicsrch?code=52&search=2017%20NAICS%20Search

# According to the US Census al http:/fwww.census.govicgl-
bin/sssd/naics/naicsrch?code=528search=2017%20NAICS%20Search

# hitp:fiwww.census.govicgi-bin/sssd/naics/naicsreh?code=5228search=2017%20NAIC S %20Search
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Table 12: Functional Analysis for lllinois Currency Exchanges and Comparable Industries
Currancy NAICS 522298
Fungtion _Exchangas NAICS 52 NAICS 522 NAICS 522330 & 522320
Description of Provide check Institutions Institutions Institutions Institutions
institutions classified cashing engaged in lending funds engaged in engaged in
within the industry services. financial raised from facilitating credit | providing non-
transactions depositors or intermediation depository credit
and/or from market such as check and in
facilitation of borrowing cashing transaction
financial andfor sarvices, mongy procassing
transaclions facilitating order issuance
lending of funds. sarvices and
loan processing.
Provide check Yes Yes {those Yes {those Yes No
cashing sarvices classified in classified in
NAICS 5§22390) | NAICS 522390)
Facililate lending of No Yes Yes Yes Yes
funds or issuance of
cradit
Engage in transaction Yes Yes Yes Yes Yes
processing
Lend funds or collect No Yas Yes No No
deposits
Provide auxiliary Yes Na No No No
sarvices
Provide support Yes Yes Yes Yes No
senvices

Navigant selected return on revenue (“ROR") as a basis of comparing the profitability of selected
industries with the profitability of currency exchanges.?? By selecting the return on revenue, Navigant
has eliminated issues related to varying asset compositions among the industries. Additionally, in order
to best evaluate reasonable profit earned by currency exchanges as well as to avoid any data limitation
inherent in any industry financial statements compilation, Navigant has selected two widely recognized
and applied sources of financial ratios. Each of these resources calculates industry ratios based on a
different set of data sources, different ownership form, and for different time periods.

Also, although all publications follow the NAICS industry classification system, each of them includes
a slightly different set of industries. As a result, the results vary depending on the data sources used.
Navigant decided it was prudent to first review the applicability of resources used for the analysis and
then construct a range of results rather than a single number to estimate a reasonable profit for currency
exchanges. The following paragraphs describe the sources of data for comparable industry
benchmarks as well as limitations of that data, and the results of these analyses, including
determination of reasenable profit to be earned by the currency exchanges.

2.5.2 The Internal Revenue Service Statistics of Income

One of the benchmarks used by Navigant was a set of data compiled from the Internal Revenue Service
Statistics of Income (“SOI") Bulletin Articies on Sole Proprietorship Returns from tax years 2008 — 2014
for companies classified in the financial and insurance services industry.?® As the information contained
in these Bulletin Articles is organized by NAICS, these industries would be equivalent to considering

# More specifically, the return on revenus, also sometimes referred to retumn on sales or a profil margin, was calculated by
dividing net income by total revenue for a given period. The profit reported in the DFI data is “FINAL Net Income™.

# The 2014 Bulletin is the most current IRS published Scle Proprietorship Bulletin to date. The data in SOl is based on a
stratified probability sample of unaudited Individual Income Tax Retums Form 1040 and 1040PC, where schedule C Brofit or
Loss from Business {Sole Proprielorship), or Schedule C-EZ, Net Profit from Business and Schedule F, Farm Income and
Expenses wara eilher present or absent. The 2014 non-farm sole proprielorship data is based on a sample of 91,665 returns
and a population of 25,010,078 relums. The corresponding sample and population for the 2013 data were 88,237 returns and
24,398,535 retums, respectively.

Page 23



Analysis of Currency Exchange
NAVIGANT Revenues, Expenses, and Profitability:
2008-2015

companies classified in the NAICS code 52 and NAICS Code 522. The form of ownership of these
businesses was an additional consideration since the data collected by SOl was from sole
proprietorships, which is similar to the organization of many currency exchanges. Using information in
the SOI, Navigant compared ROR percentages of currency exchanges with the benchmark industries.
The details of the calculation can be found in Schedule 10, and the summary of the SOI analysis is
presented in Table 13 below.

Table 13: internal Revenue Service SOl Data — Pre-Tax Return on Revenue®
2008 2009 2010 2011 2002 213 2014 2015

Finance and Insurance 16.0%  114%  21.2%  21.6%  254%  246%  251%
(NAICS 52)
Credit Intermediation and Related Activities g : . .
7.2% 15.3% 20.4% 13.8% 15.5% 15.8% 17.7%
(NAICS 522) ' ’ :
Currency Exchange {Return on Revenue) 5.5% 3.2% 5.6% 4.3% 7.1% 4.4% 6.1% 3.0%

Averaga for All Years:

Finance and Insurance 20.8%
Credit Intermediation and Related Activiies 15.1%
llingis Currency Exchanges 52%

As shown in Table 13, the pre-tax ROR for the sample of financial and insurance services companies
averaged 20.8% for the period 2008 through 2014. Companies classified within the NAICS code 522,
which provide credit intermediation and related services, including companies that provide check
cashing services, averaged a 15.1% return on revenue over the 2008 through 2014 period. During that
same time, currency exchanges averaged a return on revenue of 5.2%, and 4.9% including 2015 data.
Moreover, while the returns in the finance and insurance industry and credit intermediation industry
have been increasing over the analyzed period, the currency exchange returns have remained stagnant
with slight year-to-year variation. Additional details of this analysis are provided in Schedule 10.

2.5.3 The RMA Annual Statement Study

In addition to analyzing the benchmark established by the IRS's SO, Navigant utilized Risk
Management Association Annual Statement Studies, Financial Ratio Benchmarks ("RMA Study™), a
widely accepted publication prepared annually. Navigant again used ROR as the appropriate
benchmark for comparing currency exchanges’ profitability with the profitability experienced by
comparable industries.* The RMA study is also organized by NAICS codes. The data used by RMA
come from the financial statements of small and medium-size businesses provided by RMA’s member
institutions. The majority of companies represented in the RMA studies are nonpublic companies. The
statements used to calculate RMA's ratios include tax returns and unqualified, reviewed and compiled
annual financial reports. The number of statements used to calculate ratios for a given industry varies
from year to year and from industry to industry.

As previously defined, NAICS 522390 consists of establishments facilitating credit intermediation
including check cashing services, loan servicing, money order issuance services, and travelers’ check
issuance services. This is the most relevant code for the comparison of functions and risks. The other
codes, industries classified under NAICS 522, were selected to provide broader industry benchmarks

 To calculate Retum on Revenue, Navigant divided each seclor’s Business receipts (or Revenue) by Net Income less deficit
(or Profit), Business receipls represent tolal receipts of the business: mainly gross receipts from sales and operations, and also
miscellaneous business receipls, bul exclude incidental investment income received through the business. This data was
compiled for businesses with and without net incomea.

*' Navigant calculated the ROR based upon the revenue and nel income amounts presented in the Table 1, Nonfarm Sole
Proprietorships: Business Receipts, Selected Deductions, Payroll, and Net Income by Industrial Sectors {Businesses with and
without net income)

* Risk Management Association, Annual Statement Studies, Financial Ratio Benchmarks.

* The Risk Management Association calculates retum on ravenue as profit before taxes divided by net sales.
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closely-related industries. The details of the RMA analysis, including individual ratios that went into the
calculation of code averages, can be found in Schedule 11. Table 14 below summarizes the resulls of
RMA Study analysis.

Table 14: RMA Industry Profit as a Percentage of Total Revenue

Profit Before Tax as a Percentage of Total Revenue

NAICS NAICS 4/1/08 - 41109 - 41110 - 41111 - 4112- 4113 -
Code Code Description 3/21/09 3110 331111 31312 3131113 34 Average
522380 Other Activiies Relaled to o
Credit Intermediation 10.7% 11.7% 9.4% 9.8% 12.3% 13.7% 11.3%
522298 Al Other Nondepository o
Credit Inlermediation 12.9% 16.5% 16.7% 18.2% 20.9% 20.2% 17.6%
522 Credit Intermediation and . o o o o o
Related Activiies - Average 11.9% 12.0% 15.5% 16.3% 15.9% 16.6% 14.7%
Currency Exchangas 3.2% 5.6% 4.3% 7.1% 4.4% 6.1% 5.1%

The average profitability of comparable companies ranged from 11.9% to 16.6% for companies in the
Credit Intermediation and Related Activities industry (NAICS 522). The profitability of the companies
classified in the NAICS code 522390, Other Activities Related to Credit Intermediation, ranges from
9.4% to 13.7% which is slightly lower than the industry but more than double the currency exchange
rates of return in all but one year. Moreover, the results from April 2008 through March 2013 show other
non-depository credit intermediation establishments realized over a seven-point percentage increase
in return on revenue, with a slight decline in March 2014. This compared to the inconsistent growth
rates for currency exchanges. The rate of retun for currency exchanges reached 7.1% in 2012;
however, profitability quickly declined in 2013 and only recovered to 6.1% in 2014. In comparison, other
non-depository credit intermediation establishments realized the consistent year-over-year growth from
2009 to 2013, and over a 7-point gain for the period. Additionally, companies classified in Other
Activities Related to Credit Intermediation reached the peak of profitability in 2014.

2.5.4 Determination of Reasonable Profit

Reasonable profit is one of the six criteria to be used in establishing the maximum check cashing rate.
Reasonable profit should compensate the investor for the risk taken when investing cash in a business
such as a currency exchange. Navigant attempted to determine reasonable profit by analyzing the other
five criteria and by comparing the historical and most recent returns earned by lllinois currency
exchanges to returns earned in industries that shared similar functional and risk profiles.

As previously described, these industries were determined to be: Finance and Insurance industry as
defined by NAICS code 52, Credit intermediation sub-sector as defined by NAICS code 522 and Other
Non-Depository Credit Intermediation group as defined by NAICS code 522298, This group consists of
establishments providing check cashing services as well as money order and traveler's checks
issuance services as defined by NAICS.

Of the two comparable company data sources that we relied upon, the RMA provides the broadest
financial picture of the industry since it covers the widest array of data sources over the longest time
frame. According to the RMA publication, companies providing check cashing services earned an
average 11.3% return on revenue over the last six years. The rate of return on revenue for all companies
engaged in activities similar lllinois currency exchanges ranged from 10% to 17.8% on average for the
years 2008 to 2014

The IRS's SOI publication presents a similar picture, but has the advantage of presenting information
for businesses ~ sole proprietorships — that are more similar in size and scale than many of those

¥ See Scheduls 11.
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reported on by RMA. The return on revenue for comparable companies presented in the SOI publication
have retumns ranging from 15.1% to 20.8% on an average basis from 2008 through 2014.3%

We know from our analyses of the revenue, expenses, and profits of lllinois currency exchanges since
2008 that the average indusiry store has had a maximum return on revenue during that time of 7.1% in
2012. Since the prior rate increase, retum on revenue has eroded. From 2008 through 2015, 159
licensees have ceased operating within the state.®® Qur analyses of industry results show that the
threshold reasonable return on revenue approximates 15% on an average basis for the industry. Our
analyses also determined that comparable companies have earned on average anywhere from 10.0%
to 20.8% between 2008 and 2014. Consequently, we conclude that the reasonable return on revenue
for lllinois currency exchanges ranges from 10.0% to 20.8%, with the midpoint of that range being
15.4%. The current rates of return for lllinois currency exchanges range from 3.0% to 7.1% for the
period 2008 — 2015 with a midpoint return on revenue of 5.0%. The comparison shows currency
exchanges are not realizing a comparable rate of return to similar business, thus justifying the need for
the proposed rate increase.

* See Schedule 10.
* Another 28 closed in 2016, See Rate Petition, Tab 7, Table A.
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3.1 Description of Findings

In this report Navigant reviewed key areas of currency exchanges to understand the business structure,
the profitability, and other factors affecting these stores’ ability to operate a viable business within the
State of lllinois. We conducted our review bearing in mind the six criteria to be used by the DFI to
establish check cashing rates. Our findings are set forth below in response to each rate-making
criterion:

1. Rates charged in the past for the cashing of checks and the issuance of money orders

Rates set historically by the DFI are instructive in that they point out the periodic need for an increase
in the maximum rate that can be charged to cash a check. The percentage-based fee structure has not
been adequate as demonstrated by the diminished profitability and number of store closing for Illinois
currency exchanges. Therefore, periodic rate increases are necessary in order for currency exchanges
to realize a reasonable rate of return for the risks undertaken and investments necessary to operate a
currency exchange. The rate increase will reflect an adequate rate to compensate lllinois currency
exchanges for the changes in the nature of the business and related expenses since the last rate
increase.

2. Rates charged by banks and other business entities for rendering the same or similar
services and the basis for those rates.

The cashing of ¢checks by non-customers at lllinois banks is not a core service of these banks, as
evidenced in the survey conducted. All but one bank surveyed do not provide check-cashing services
for non-customers unless they are cashing checks drawn on that bank. Thus, lllinois currency
exchanges provide a resource to individuals without access to a bank account. Additionally, the bank
that do cash non-customer checks drawn on the bank does not have consistent check cashing fees or
rates, may charge more than currency exchanges, and require customers to present multiple forms of
identification. Currency Exchanges offer consistency in check cashing policies, customer accessibility,
and check cashing fees.

Big box retailers and grocery stores do charge less for check cashing when they cash checks for
customers who come into their stores. Many retailers and grocery stores do not cash checks for their
customers. Most importantly, retailers and grocery stores cash checks as a convenience for their
customers to encourage them to shop in their stores and buy their products and goods. Check cashing
is not a primary revenue generator but only incidental to their business, and therefore the rates they
charge should not be used to compare with and limit the rates that currency exchanges are allowed to
charge for check cashing.

3. Rates charged by the United States Postal Service for the issuance of money orders.

Navigant did not study the rates charged by the United States Postal Services for money orders as the
Rate Petition does not request a rate increase for this service.
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4. Rates charged by currency exchanges or other similar entities located in other states for the
same or similar services, and the basis for those rates.

Navigant researched check cashing rates in other states in order to provide a comparison of rates in
llinois. We found that where states regulate check cashing, there are different regulatory schemes
regulating check cashing. Rates that can be charged can be based on government v. private checks,
as well as the type and sufficiency of personal identification. Seventeen states have no regulation of
currency exchanges leaving the prices charged by businesses in those states to market forces. In
addition to the seventeen states that have no regulatery scheme limiting check cashing rates, another
eight states that regulate currency exchanges have no limit on the amount a currency exchange can
charge for check cashing — making the rule in the majority of states is that check cashing rates are
determined by market forces. Most of the remaining 24 states, plus the District of Columbia, that impose
limits on check cashing rates, aflow for limits of 3-10% -- much higher than what lllinois currently allows
and even what lllinois would allow were the request for increase in the Rate Petition granted. These
different approaches all recognize the risks inherent in check-cashing and attempt to compensate the
check casher accordingly. Our review demonstrates lllinois ranks near the very bottom in providing an
adequate check cashing rate and an approach to the check cashing market that permits currency
exchange owners to mitigate the risks of cashing certain types of checks.

5. The income, cost, and expenses of the operation of currency exchanges.

A review of DFIl compiled data for 2008 through 2015 yielded compelling results. By 2015, the average
return on revenue was 2.9% for the average currency exchange, and the average check cashing
revenue for currency exchanges decreased approximately 23% from 2008 to 2015 Additionally, the
total number of currency exchanges reporting financial results to the DFI declined from 580 to 421
currency exchanges from 2008 to 2015, a loss of 159 stores, or approximately 27.4% of the
exchanges.¥ The financial information from the DFI also shows expenses have grown faster than
revenue for currency exchanges from 2008 to 2015, thus highlighting the distressed state of the
industry. Since increasing costs that currency exchanges must incur are fixed, currency exchange
owners have minimal ability to manage these costs in relation to revenue. The weak and eroding
financial results for the industry have impacted the viability of many stores. The figures provide ample
evidence of the need for rate relief for check cashing.

6. A reasonable profit for a currency exchange operation.

The estimation of a reasonable profit for lllincis currency exchanges requires the blending of many
sources of data and information. The five criteria above must all be examined and considered, as well
as rates of return that have been earned by comparable business. Many of the risks faced by a currency
exchange owner are identical to those of any other small business. Currency exchange owners face
the added risks to their investments of check forgeries, theft, and other frauds that are perpetrated on
them because of the very nature of their business. These risks and costs are not insignificant and they
will continue to grow. Not only do the inherent risks of the business need to be considered, but so does
the investment needed to operate the business, Otherwise, the business owner will invest in other
assets that provide a greater return, bear less risk, and take less time and effort.

We have analyzed the level and nature of the currency exchange industry's costs in great detail. Total
Expenses have risen faster than Total Revenue for the industry since 2008. Since the operating costs
of the currency exchanges must be paid to creditor and vendors before any profit can be earned, this
continued increase in costs has caused profits to diminish for the average store today as compared to
that same store in 2008.

In conjunction with our evaluation of the first five criteria for rate setting, we conducted a review of
comparable businesses as part of our attempt to determine a reasonable rate of return for currency

7 Another 28 slores have closed during the calendar year 2016 (Rate Pelition, Tab 6. Table A)
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exchanges in lllinois. We used multiple industry averages that reflect different aspects of a currency
exchange's business, including rates of return for businesses involved in credit intermediation and
financial institutions. Using both the Statistics on Income published by the Internal Revenue Service of
the US Department of the Treasury and data from the Risk Management Association Annual Statement
Studies, we determined that profitability, as measured by the average return on revenue for the period
2008 through 2014, ranged from 14.7% to 20.8% for businesses comparable to currency exchanges.
The midpoint of this range is a return on revenue of 17.8%. The return on revenue for currency
exchanges in lllinois is significantly lower at between 3.0% and 7.1% during the period 2008 to 2015.
The midpoint for the range of lllincis currency exchanges’ return on revenue is 5.0%, or 12.8% lower
than the midpoint for comparable companies. We believe that a reasonable return on revenue for
currency exchanges in lllinois ranges from 10.0% to 20.8%. Given the nature of currency exchange
operations; the inherent risks in the business; the rates allowed and profit earned historically by the
industry; the rates allowed in other regulated states; and the rate of return earned by comparable
businesses, we believe this range of profit to be reasonable.

3.2 Conclusion

Based on our review of the six criteria for rate setting, the llinois Currency Exchanges should be
afforded rate relief for check cashing services. The requested increase in check cashing rate will assist
currency exchanges in remaining viable as an industry, while providing customers with a convenient
and readily accessible service. The increase will still leave lllinois near the low end of the spectrum in
terms of check cashing rates allowed by other states.
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Schedule 1 Navigant Consuiting, Inc.

Community Currency Exchange Association of Hlinols, Inc.
Analysis of Ravenues, Expenses and Profits

DFI Data: Aggregate Resulis
2008 through 2015

2008 2009 2010 2013 012 2013 2014 2015
Income
Check Cashing Fees $130.443,602 $1059157112 $100,179.059 $91.665,180 $85,252,613 $T9137, 344 375,530,525 $73299.270
Money Order Fees 8,508,100 7,891,067 7,261.38t 6,392,682 5,944,584 5,645,444 5562410 5.365.258
Licensa Plalg & City Sticher Fees 20,314,859 20,023,924 20,184,775 19,836,592 19,907 409 22,297,702 24.390.085 22,009,646
Utilities 8.526.02t 6,673,743 8,559,740 8.419.688 8,449 280 6.305.383 8,111,385 8,727,344
Ciher Income 27,944,051 25,811.835 24.332.347 27,479,129 31,983,730 29.329.378 NI20.724 37,146,866
Revenua Adjustmenl 176 225,580 195 ikl 3 61.491 483 1]
Reconcillaton - Adjustments 1] {139.262) 1.862 1] 1 8% {3} {1,994.326)
Total Income $196,136,809 $160.412.569 $180.519.359 3185,894,184 §151,530,624 $144.776,831 $144,915579 $144 554,058
Expenses
Employes Payroll $61,911,286 $56,733,852 $51,387 437 549,765,767 $4B,448,658 $47,382.775 546,969,662 $48,555.847
Employee Benefits 2,473,524 2091007 2,046,953 2,082,355 2.018.303 1,818,703 ,833.228 1.815.172
Payroll Taxes 4,681,200 4298771 4,159,811 4,186,380 4,030,769 3.772,068 3,760.136 419,752
Bank Charges - Money Orders 1.709.256 1,480.268 1,722477 1,123,644 1,069,789 765,791 623.050 463,462
Bank Charges - Check & Other Services 9,106,074 8,521,041 8.374.78) 8.226.475 8.087.755 B.385.057 8,726,344 9,373,789
Amored Car Expense 3,192,228 3,016,159 2313138 1,855,955 1.668.882 1,474,530 1,406,138 1.362.429
Telephone & Telegram E: 3329497 2.056,326 2,685,237 2.511.689 2374312 2,277,607 2069.575 1,913,334
Cokection and Bad Dabt Expense 9.819.298 6.0M,231 6,340,925 4.828.507 4,945,168 4,659,961 4358.257 4,955,897
Rent Expense 15,666,955 14,642,750 13,982,441 13,377,338 12.821.447 12.718,120 12,442,773 12,847,452
Equipment Expense Including Laasing Cosl aa.44 61.353 80,827 30.529 367.666 104,596 170,772 157,996
Deprectation Expante (Equipment) 4,423,767 4,626,515 734,601 4,761,563 3,108,559 2786617 2,505,991 2.5715613
Maintenance Expense 5.064,170 4,995,908 4,713,162 4,466,662 3,985,645 4264.023 4,732,955 5061,579
Depreciation (Aulo} 101,293 96,985 140,402 108,472 48915 46,251 10,377 14,715
2 {L hold Imgy H 1,359,899 1,880,370 1,055,180 1,007,557 826.498 691,112 782.785 699,502
Depraciation {Buldings) 39.023 41,653 51,187 26,947 3777 24,519 25539 22,697
Posiage Expense 141,289 140,007 124,463 125212 169,808 130,534 82927 35917
Supplies 5,142,703 4,378,513 3.909.136 3.288.201 3.040,947 3.230.136 314120 3,272,833
Secunly & Alarm Expense 2,394.093 2.210,54 1,947 490 1.825.750 1,797,929 1,744,040 1,745,797 1,658,270
Utihties Expense 3.708.504 3,491,409 3,436,992 3,106,192 2582128 2547422 2,687,283 2,546,293
Auto Expense 1370175 1181771 946,387 863,712 662,130 573.920 480,916 469,088
Cash Difference 2966 511 2040230 1,940,318 1.869.280 1,865,501 1,924,518 1.229.968 1,414,680
Blanket Bond Expenss 1.902 563 1,621,028 1.455,997 1.277,110 1,137.776 968,904 691,220 741,239
Surety Bond Expense 608,236 655,960 521.000 505,239 §02.342 600.577 74223 12.205
Qther Insurance Expense 3. 18.967 3.107.005 294222 2633844 2,486,916 2201.m5 2,144 064 2.201,266
Income Toxes {Faderal, State) 166,180 208.855 280,567 249,649 155.198 192936 191,584 1.2
Other Taxes 297121 603,439 617.549 1.240,258 854,082 * 852902 1,293,562 724,090
Legal 8 Accounting Feas 3,975,432 3.650.969 3.352,958 3,329.603 071,414 2,961,195 2,813,330 2.114.243
Assoclation Dues 988,616 1.163.599 1,088,999 970,049 933,710 789249 677,585 728,547
State License 395,584 304,867 251,824 2,747 328,149 269.78) 210,258 2999
Inlerest Expense 3,246,448 2,237,060 2260113 2972489 2,170,042 1.5M 895 1,512,400 1,581,164
Advertising 3130613 1.886.887 1,871.984 1,861,239 1,612 436 1.521,226 811,175 768.302
Contnbutions 146,010 85.349 110,939 83.059 117.521 64576 76,416 61.357
Licenss Service Expense 1,345,967 17720 1.335.810 1,739,320 1,667 286 2.090.967 2,108,095 2.109.433
Miscellaneous Expense 9,579,665 7.220.694 7232958 8,180,367 10.000,077 7,873,666 7.116.214 6.937,074
Qtficer{s) ! Owner(s) Salanes 5,944,561 5,534,702 4,714,682 4,856.647 3,996,434 3,807,060 4,205,142 3475198
Management Fee for Working Officer / Owner 11,770,764 8,643,185 8,644,540 9.740.752 7,972,629 11,503,730 12.173,842 16,168,608
Expensa Adjusiment (8) 51 {19 a 4 % 53 NIA
Reconcillation - Adjustments {91,465) {136.595) 1 1 {1.673) 296 381 o]
Totst Expanses $185.414.412 §163.214.200 _$151.750.034 $149.366.675 $140.966.027 $138.751.223 $136.457.263 $142.344.416
Nat Income {Loss} $10,722,396 $5,198.279 $6.769,325 36,527,509 310,572,597 §6.025.608 $8.458,316 $2.209.642
Reconcliliation - Net Income Adjustrmant (140.981) 2 201 2 1.841 209 234,199 1.984.326
Final Net incoma (Loss) $10.581.415 $5.188.277 $8.769.124 $6.527,511 $10.570.756 36.025.817 $8.692.515 $4.201.968
Exchanges Reporting 580 535 506 484 488 447 419 41

HNotes;
1) Basad on aggregale data received from The Hlinois Department of Financial Instiutions,



Schedule 2 Navigaet Corsuting, tne

Community Currency Exchange Asscclation of lllinals, Ine.
Analysis of Revenues, Expenses and Profits

DFI Data: Average Store Results

2008 through 2015
Compaund
Orowth Average 2008 -
—zo0n ) ~2e _ on _ gea e} g0l 2098 0 2008.308 28
Income
Chuch Casturig) Feod §224.900 $197.073 $1§7.982 $192522 $174.700 377,041 $180 204 $17.108 350% $100.002
Morsy Order Fees 15,259 14,750 14351 12.208 12082 1283 102275 12,744 283% 11582
Liconss Flata & Crly Shckar Fess 5028 37428 10891 41,191 A0 74 40,683 sag §2.279 580% 44338
Udias 14708 5.213 189168 17390 17.214 18,580 19,349 20.730 S00% 17,851
Qtrr Inceme 48479 48238 43,083 56776 85 540 85814 H% 088.225 0X% 81929
Revana Adustmant 0 40 0 1 ()] 138 1 H/A WA 8
Reconclation : Agjustments L] {280) 4 ) 0 0 ik 4.7h (824}
Total Incoma $238.187 $204.700 31722 .00 $310.530 3120888 $345 881 F3.3%9 022% $327.000
Expansas
Employes Payrad $106.734 §108,045 $101.858 $102.827 $99.200 $108.002 $112,000 $115.338 T11% $106.20%
Employss Garmias 4,208 0 4045 4304 4,138 4089 4378 anz 210% 4177
Paytoll Taxen amm 8% 8224 Bsos 8.200 8.4% ag4 0978 0% 8573
rk, Charges - Monay Ordets 2.947 2707 3404 2an 21902 1712 1487 18 -13.12% 2.242
Bark Charges - Chack & Other Services 15,790 15927 18,551 18,907 18573 18759 20827 22288 $12% 17.950
Armored Cor Expansa 5504 5628 +571 388 daze 209 3.358 ksl -1.30% 4,108
Telsphors & Tewgram Experas 5741 5713 5307 5189 4865 5.005 4930 4535 -328% 5174
Coftection and Bad Catt Experre 18.930 1127¢ 1253t o978 10,942 10.425 10,402 1.1 =5 00% f1.082
Reri Exparas ez 27278 2783 27.8m 20273 28,452 29008 msz 176% 200574
Equpment E xparas InChaiing Lassey Coxl 152 115 180 43 753 P2l 408 s 1274% 283
Dapraciaton Expense |Equpment: 1827 8648 .38 fa3s 2.370 023 5901 a1 ST 7.275
Mznienance Expanse am 338 2.5 0220 8187 529 11.208 12023 S$08% 9.705
Depreciaton (Auto) s ALY} Figd kLl 100 100 25 a8 S2057% L]
i ] 2M5 1515 2.08% 2347 1.0 1.548 187t 1882 -1 0% 2120
Depecwion (Bukings) a7 78 101 56 " 55 L1} 54 A% 1]
Posiage Exparas 24 202 248 1 M 202 198 85 -12.92% 242
Swples 2887 4,184 7728 a8 8.221 7.220 7497 I -1.80% 787
Securdy & Alsem Exporaa 4128 4102 1849 p R 384 002 4187 3965 5% 2850
Utitws Expanze 2.2%4 6528 8702 S48 5291 5808 [ X1 4048 0.T9% [ 81 ]
Aulo Expansa 2.382 2200 1870 1785 159 1.284 1148 1114 AR 1% 180
Cash Ddlerarce L3111 4 1825 1862 2.823 4308 2.059 3380 -5 2% L84
Slankel Bored Expanma J.200 EL 2877 263 2312 2.108 2127 1.78% -8 4T% 2827
Surely Bond Expense 1049 1229 1.0M 104 1.029 1344 80 180 -19E% 1081
Other Insrance Exparnss 5.722 587 5.780 5442 5086 4937 5117 5209 -1.20% 5309
Iome Taxas (Fadersl. Stats) 287 oo 554 518 18 are 457 0L 228% A87
Otrar Tases 512 1.128 1.220 2483 1.750 1.908 J.087 1720 1808% 1728
Leget & Accounting Fees LI 4824 6826 BA79 9284 60825 e74 a4y 0 87T% oasa
Aggociaton Duas 1705 2178 2,152 2.0+ 1913 1.788 1817 1”73 022% 1883
Stale Leerna ee2 T8 408 &N en a1 845 L] ~312% 004
intarest Expanse $5w 4181 4.487 8,142 4447 2433 3810 3,758 -5 54% 4454
Advertang 5.9 3827 1700 388 2304 2403 192 1825 -14 35% 2367
Coninbutxng %52 180 219 172 241 144 182 148 -TE51% 189
Liceraa Servce Experas 23 248 2840 RE- 8 J417 4678 L1 =3 S 1182% B2
Muxekansous Expeme 16.517 13497 14204 .90 20492 17604 18,084 WAl D0 16507
Oficet(s) | Owner(s) Selsiws 10.249 18345 2318 10N 3189 as5t7 10.036 8255 <3 04% Lk ]
Maregemant Fes for Werkay Offcer / Gwnar 20.294 18,155 17.084 20120 10337 25.73% 29.055 .408 Pia% 228
Expanss Adjusiment {ap a (] ] ] [+] Q NA LY ¥n
Reconcillaion - Adjustmants {158) I& ] L] (3 1 1 1] -0 0% 52
Total Expenses $219880 3305 073 3200 001 $308 609 3280 665 $310.405 $325 874 $338.110 0 8% $312.040
Natincoms (Lons} $10.487 078 $17.30 $13.487 $21.065 $313.480 $20.187 $5.249 -18 46% $14.960
Reconcililation « Net Incoma Ad) 1243 Jop 10) [] {di 1] 559 4737 831
Flnai Nel Income fLoss} $18.244 $9.738 $17.330 313 437 521881 $12 48t 520748 30 08 - 28% $15 502
— SE ) N R —— —— —— ————
Exchanges Reparting Sk 58S so8 484 ans T 419 421 483

Hotews
1) Ganed on apgreguts data recered rom The Bwicis Deparimant of Fingncwd instutona,



Schedule 3 Navigant Consulting. inc

Community Currency Exchange Association of lllinois, Inc.
Analysis of Revenues, Expenses and Profits

DFi Data: Common Size Income Statements

2008 through 2015 "
2008 2009 2010 2011 2012 2013 2014 2015
Income
Check Cashing Fees 66.5% 62.9% 62.4% 60.1% 56.3% 54.7% 52.1% 80.7%
Money Order Fees 4.5% 4.7% 4.5% 4.1% 3.9% 3.9% 318% 7%
Licansa Plate & City Sticker Fees 10.4% 11.9% 12.6% 12.8% 13.1% 15.4% 16.8% 15.2%
Utilities 4.3% 5.2% 53% 5.4% 56% 5.7% 5.6% 6.0%
QOther Income 14.2% 15.3% 15.2% 17.6% 21.1% 20.3% 21.6% 257%
Revenus Adjusiment 0.0% 0.1% 0.0% 0.0% 0.0% 0.0% 0.0% NIA
Reconcillation - Adjustmants 0.0% 0.1% 0.0% 0.0% 0.0% 0.0% 0.0% -1.4%
Total Incoma 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Expanses
Employes Payroll 3.6% 33.7% 32.0% 3N.9% 320% 2. 7% 32.4% 33.6%
Employes Banefits 1.3% 1.2% 1.3% 1.3% 13% 1.3% 1.3% 1.3%
Payroll Taxes 24% 2.6% 26% 27% 2.7% 26% 2.6% 29%
Bank Charges - Monay Orders 0.9% 09% 1.1% 0.7% 0.7% 0.5% 0.4% 0.3%
Bank Charges - Check & Other Services 4.6% 5.1% 5.2% 5.3% 53% 5.8% 6.0% 6.5%
Armored Car Expense 1.6% 1.8% 14% 1.2% 1.1% 1.0% 1.0% 0.9%
Telephone & Telegram Expense 17% 1.8% 1.7% 1.6% 16% 1.6% 1.4% 1.3%
Collection and Bad Dabt Expense 5.0% 3.6% 4.0% 1% 33% 32% 0% 34%
Rent Expense 8.0% 8.7% 8.7% 86% B.5% 8.8% 8.6% 8.9%
Equipmert Expanse Including Leasing Cost 0.0% 0.0% 01% 0.0% 0.2% 0.1% 0.1% 0.1%
Deprecialion Expense {(Equipment} 2.3% 2.M% 23% 3% 21% 1.9% 1.7% 1.8%
Malrtanance Expense 26% 0% 29% 25% 2.6% 2.9% 33% 5%
Depreciation (Auta) 0.1% 0.1% 0.1% 0.1% 0.0% 0.0% 0.0% 0.0%
Amortization {Leasehold Improvemnents) 0.7% 1.1% 0.7% 0.7% 0.5% 0.5% 0.5% 0.5%
Depreciation (Buildings) 00% 0.0% 0.0% 0G.0% 0.0% 0.0% 0.0% 00%
Postage Expense 0.1% 0.1% 0.1% 0.1% Q1% 0.1% 0.1% 0.0%
Suppliss 256% 26% 24% 21% 2.0% 2.2% 2.2% 23%
Security & Alarm Expense 1.2% 1.3% 12% 12% 1.2% 1.2% 1.2% 1.2%
Utifities Expanse 1.9% 21% 2.1% 20% 1.7% 1.8% 1.9% 1.8%
Auto Expenss 0.7% 0.7% 0.6% 0.6% 0.4% 0D.4% 0.3% 03%
Cash Diflerance 1.5% 1.2% 1.2% 12% 1.2% 1.3% 0.9% 1.0%
Blanket Bond Expense 1.0% 1.0% 0.9% 0.8% 8% 0.7% 0.6% 0.5%
Sursty Bond Expense 0.3% 0.4% 0.3% 0.3% 0.3% 0.4% 0.3% 0.2%
Other Insurance Expanse 1 7% 1.8% 1.8% 1.7% 1.6% 1.5% 1.5% 15%
Income Taxes (Federal, State) 0.1% 0.1% 0.2% 0.2% 0.1% 0.2% 0.1% 0.1%
Other Taxes 042% 0.4% 0.4% 0.8% ¢6% 0.6% 0.9% 0.5%
Legal & Accounting Fees 2.0% 22% 21% 21% 2.0% 2.0% 1.9% 1.9%
Association Duas 0.5% 0.7% 0.7% 0.6% 0.6% 0.5% 0.5% 0.5%
State License 0.2% 02% 0.2% 01% 0.2% 0.2% 0.2% 0.2%
Interest Expense 1.7% 13% 1.4% 1.9% 1.4% 1.1% 1.0% 1.1%
Advertising 1.6% 1.1% 1.2% 1.2% 1.9% 1.1% 0.6% 0.5%
Contributions 0.1% 0.1% 0.1% 0.1% 0.1% 0.0% 0.1% 0.0%
Licanse Service Expensa 0.7% 8% 0.8% 1.1% 1.1% 1.4% 1.5% 1.5%
Miscellaneous Expense 4.9% 4.3% 4.5% 52% 6.6% 5.4% 4.9% 4.8%
Officer(s} / Ownar(s) Salarles 30% AX% 2.9% 1% 26% 2.6% 2.9% 24%
Management Fee for Working Offiicer / Qwner 6.0% 5.1% 54% 6.2% 53% 7.9% 8.4% 1.2%
Expensa Adjusiment 0.0% 0.0% 0.0% 0.0% #.0% 0.0% 0.0% N/A
Reconcillation - Adjusiments 0.0% 0.1% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total Expanses 94.5% 96.9% 94.5% 45.8% 93.0% 95.8% 94.2% 98.5%
Nat Income {Loss) 5.5% 1% 5.5% 42% 1.0% 4.2% 5.68% 1.5%
Reconcliliation - Net Income Adjustment -0.1% 0.0% 0.0% 0.0% 0.0% 0.0%, 0.2% 1.4%
Final Net Incame (Loss) 5.4% 3.1% 5.5% 4.2% 7.0% 4.2% 6.0% 2.9%
S S — —
Exchanges Reporting 580 535 506 484 488 447 419 421

Notss:
1} Based on aggragate data racaived from Tha llinois Depariment of Financlal Institutions



Schedule 4 Navigant Gonguiting, Inc.

Community Currency Exchange Association of lllinois, Inc.
Analysis of Revenuas, Expenses and Profits

DFI Data: Average Stars Annual Parcentage Change *
2009 through 2015 *

Parcentage
Change 2008
2009 2010 2011 2012 2013 2014 2015 - 2015

fncome
Check Cashing Faes «12.0% 00% «23% -8.7% 1.3% 1.8% +3.4% 22 6%
Monay Order Fees 4.0% 27% -8.0% -7.8% 17% 5.1% «1.0% 17.0%
License Plate & City Slicker Feas 6.9% 6.6% 13% 1.0% 223% 16.7% -10.2% 49.3%
Ulitities 10.3% 4.3% 2.8% -0.5% 73% 4.2% T1% 41.0%
Other Income 0.1% £0.3% 16.1% 15.4% 0.1% 12.9% 18.0% 83.1%
Revenus Adjustment®
Reconciltation - Adjustments®

Total Income -6.8% ¢.8% 1.5% -3.6% 4.3% 6.8% £.7% 1.5%

Expenses
Employse Payroll 0.7% 4.2% 12% 3.4% 6.8% 5.8% 2.9% 8.0%
Employes Benefits 8.3% 3.5% 6.4% <3.9% -1.7% 7.5% -1.5% 11%
Payroll Taxes L.4% 2.3% 47% 4.0% 2.2% 6.3% 11.2% 216%
Bank Charges - Monay Orders 65.1% 23.0% =31 8% -5.6% <21.9% -13.2% -26.0% 62 6%
Bank Chargeas - Check & Other Sarvices 1.4% 38% 27% -2.5% 13.2% 11.0% 6.9% 41.8%
Armored Car Expensa 24% +18.9% -16.1% «10.8% -15% 1.7% -15% -11.2%
Talephone & Telegram Expense 0.5% <71% -2.2% -8.2% 4.7% <3.1% |.0% -20.8%
Collection and Bad Debt Expense -33.4% 11.1% -20.4% 1.7% 2.8% 0.2% 13.2% -30.5%
Rent Expense 1.3% 1.0% 0.0% -49% B.3% 4.4% 28% 13.0%
Eguipmen| Expense Including Leasing Cost -24.8% 39.3% <60.5% 1094.4% -68.9% 74.2% <7.9% 146.2%
Depreciation Expanse (Equipment) 13.4% -14 7% 3.3% -35.3% 2.1% -4.1% 2% -19.8%
Mainteniance Expense 69% 0.3% 0.9% +11.5% 16.8% 18.4% 5.4% INT%
Depraciation (Auto} 3.8% 53.1% “18.2% +55.3% 1.2% +76.1% 41.1% 80.0%
Amortization {Leasshold Improvements) 49.9% 40.7% T7.8% +24.6% B.7% 21.0% -11.2% 29.1%
Cepraclation (Buildings} 15.7% 29.9% =45 0% 28.0% «21.0% 1M1.1% -11.6% -19.9%
Paostage Expense 1.4% 6.0% 52% HMd% 16.1% -32.2% -56.9% £50%
Supplies 7. 1% -5.6% -12.1% -8.2% 16.0% 37% A% -12.3%
Security & Alanm Expensa 1% -6.9% -20% -2.3% 5.9% 6.8% -4.8% -39%
Utilittes Expanse 2.1% 4.1% -5.5% «17.6% T7% 12.5% -5.7% -54%
Auto Expanse £.5% 15.3% -46% -23.9% 5.5% 10.6% -29% -52.8%
Cash Difference -25.4% 0.6% 0.7% -1.0% 126% =31.3% 13.5% -343%
Blanket Bond Expense -7.6% -5.0% -8.3% -11.6% -7.0% -1.9% -170% -16.2%
Surety Bond Expense 16.9% «157% 1.0% -1.4% 30.5% -35% ~11.6% 24.T%
Other Insurance Expense 1.5% -08% <5 5% 6.4% -11% 36% 2.2% 0.6%
Income Taxes (Federal, State) 36.3% 42,0% «7.0% -38.3% 176.4% -48.0% -26.6% 17.1%
Other Taxes 120.2% 8.2% 110.0% =31.7% 9.0% B51.8% -44.2% 235.7%
Legal & Accounting Faes 0.4% «2.9% 3.8% 0.5% 53% 1.4% =4.0% £ 9%
Association Dues 27.6% «1.0% -6.9% -4.5% -T7% «8.4% T.0% 1.5%
State Llcanse 8.2% -32.6% -5.5% 42.9% -136% 11.0% -15.3% +19.9%
Interest Expense -253% 6.8% T 5% -271.6% -22.8% 5.1% 4.0% =12.9%
Advertising 347% 4.9% 319% ~14,1% 3.0% -43.1% -5.7% £6.2%
Centributions -36.6% 37.4% «21.7% 40.3% -20.0% 26.2% -20.1% 42.1%
License Service Expanse 6.1% 7.2% 36.1% -4.9% 36.9% 7.6% £.4% 115.9%
Misceltansous Expense -18.3% 5.9% 18.2% 21.2% -140% -3.6% -3.0% 0.2%
Officer(s) f Owned(s) Salarles 0.9% -9.9% T1% -18.4% 40% 17.8% «17.8% -19.5%
Managemant Fee for Working Officer / Cwner -20.4% 57% 178% -18.8% 57.5% 12.9% 32.2% 89.2%
Expense Adjustment’
Reconcillation - Adjustmants®

Total Expenses -4.6% -1.7% 2.9% 6.4% 7.5% 4.9% A.8% 5.8%

Nat Income {Loss} -47.4% 76.4% 22.2% 60.6% -3T.8% 49 8% =74.0% «71.6%

Reconcliliation - Net Income Adjustment

Final Net Incoms {Loss} -46.7% 78.4% -22.2% 60.6% -37.8% 53.9% -51.9% 45.3%

Exchanges Reporting 5§25 506 484 488 447 419 421

1} Basad on aggregate dala réceived from The Winois Depariment of Financial Institutions.
2) Percentage change is based on Average Store Results (Schedule 2),
3) The arnual percantage change was not evaluated for adjustment ling items,



Schedule 5 Navigani Consulling. In¢

Community Currency Exchange Assoclation of lllinols, Inc.
Analysis of Revenues, Expenses and Profity

DFI Data: Aggregaie Resuls Discounted (o 2008 Dollars”

2008 through 2015°
Compound
Growth 2008 .
2008 2008 2010 2011 2012 7013 2014 2015 2015
CPI Adjustment Factor * 1.00000 097351 095018 053156 091587 090200 080530 0.88882
Income
Check Cashing Feos $130443607  $102.100754  SOBORZAYD  SB7.255.147 578080185  STL3AT029  $67.022,742 38543811 D%
Money Qrder Feas 8,908,100 7682014 0,964,835 955,105 5443 008 5002022 4,080,045 4,768,745 5%
Licanss Piate & City Sticker Fess 20314858 18,463,443 19,360,454 18572219 18,227,885 20,114 230 21,838,528 16,562,600 0.54%
Uniities 2,520,021 8,443,955 8210171 7.843.402 7.738.357 7.492 D90 7.262,124 7.757,032 S1.3M%
Qthar Income 27.944.051 25120018 22,338,844 25,500,197 20.285.045 20457 230 28,041,553 33018854 241%
Ruvenus Adiustmen 176 220,239 187 02 [&)] 55,470 432 o m
Reconcillation - Adjustrves 1] (135,602 1.780 o 1 &g {3) {1.772.580) HIA
Total Incoma $190.136,800  $163.950.022  $153.002.046  $145225471  $138.752278  S100500761 120743422  $128.482,440 5 BE%
Expenves
Employee Payrol $61,011286  $55.230.838  $40.288.837  $48.360,017  $44060715  $42742,887  $42052,902  $43,157.377 5 02%
Employss Benalils 2473524 2,035,709 1,963,158 1,040,779 1,848,921 1.840.800 1,841,206 1,053,380 -5.02%
Payroll Tanos 4,881,200 4,184,888 3,080,007 3,881,281 3,600,668 2.402.802 3,360,483 3732856 +1.18%
Bank Chargos - Money Orders 1,700,256 1,441,052 1.852,133 1,048,747 919524 600,802 557,855 411,034 18 30%
Bank Charges - Chack & Other Sorvices 9,106,074 8205200 8,032,787 7.663.491 7,405 338 1563,902 7,812,728 8,331,605 -1.268%
Armoted Car Exponae 3,192,228 2,030,254 2,218,672 1728942 1528067 1,530,184 1,258,020 1,211,851 -12.82%
Telephons & Telegram Expense 3,320,407 2975257 25756M 2,339,800 2173975 2054 575 1,852,808 1,700,608 B.15%
Cobection and Bad Dabi Eapanss 0.819.208 5,874,370 6,081,009 4,498,085 4,531,573 4,203,641 3,001,963 4,404,897 -1082%
Rent Expanse 15,660,055 14,254,829 13411456 12,461,852 11,739,614 1472718 11,140,058 11.419,084 - 42%
Equiprmiani Exponsa Incliting Leasing Cost BB.A14 59,728 17,526 28,440 330,644 84,354 152,893 140.430 6.81%
Deprecistion Expense (Equipment] 4,423,787 4,504,008 1,582,005 4,435,703 2,846,269 2513741 2243622 2.280.255 808
Maintanancs Expense 5,064,170 4 B8, 555 4,520,683 4,160,880 3840 10 3840.474 4,238,326 4,498,829 -1.68%
Deprociation {Auto) 101,283 D448 134,668 101,049 44,788 41722 2,201 13,078 425 38%
{Loasshold Imp 1 1350 300 1,830,555 1,012,088 1.013,120 756,761 623 438 701700 621,731 -10.58%
Depreciation {Buikdings) 9.0 40,550 45,097 25,103 31,843 22118 22.885 20174 -4 59%
Pastage Exponse 141,289 138,208 119.380 118,699 155,480 17,752 74,245 ne24 ~19.14%
Supplies 5,142,703 4202518 3,749,492 3,083,171 2,784,362 2013829 2812348 2.808.957 7.82%
Securtty & Alarm Expansa 2,384 093 2,151,070 1,867,057 1,700,841 1,640,225 1573257 1,563,018 1,463.670 -881%
Utiltios Expanse 3,708,504 3,368,813 1,296,629 2893010 2,364 2965 2,207 peg 2,405,034 226,195 A81%
Auto Expense 1370175 1,150,463 907,738 804,602 80777 517,729 430,568 416034 +15.83%
Cash Difforence 2906511 1,900,162 1,861,078 1,741,355 1.700.0068 1,736,062 1,110,148 1,257,395 ~11.54%
Blanket Bond Expense 1,902,563 1,578 004 1,308,530 1,189,710 1,041 774 874,025 Tor.912 660,805 14 03%
Surety Bond Expense 08,236 638,802 501,641 470,663 450,958 541 788 335 043 295,350 081%
Ofther Inaurance Expense 1118,067 3,024,863 2,705 858 2 45,545 2217018 1,990,905 1919.508 1956528 -1.27%
Incuma Taxes {Faderal, State) 168,180 200,361 260,100 232,584 142,103 354,458 171528 125532 A 93%
Cttwr Taxon 207,121 587,452 582,329 1,155,380 182,017 768,383 1,158,131 843585 1.67%
Legal & Accuntieg Foos 3075432 1,554,240 2,218,084 3,101,740 2812258 2671224 2518,784 2412472 -689%
Associstion Dusa 989,816 1,132,773 1,044 526 803,662 854927 711,863 806,844 647,547 507%
State Liconss 295,504 384 408 241,540 212,181 300,461 234344 241,603 204,358 3 00%
Intorest Expanse 3.240 448 2,417,195 2,187,813 2,760.005 1,088,841 1,384,412 1,354,080 1.405.369 S1.2T%
Advertising 2130613 1.636,869 1765534 1,730,864 1478304 13%2.262 728,248 862,882 19 55%
Contrittions 148,010 83,088 106,408 77,375 107.610 58,252 68,416 54535 ~312%
Licenas Sarvica Expansa 1,345,967 1,282,810 1,201,267 1,020,289 1,520 807 1,606,212 1,887,385 1,874 905 485%
Miscellaneous Expenss 8,570,885 7020401 8.937.573 7,620,539 9,150,302 7,102,648 8.371,17 6,165 808 -8.10%
Officor{s} / Owner(s) Salarias 6,944,561 5,388,104 4,522,140 4524279 3,059,228 3,434,259 3.764.878 3,080,823 B8.03%
Maragoment Fee for Working Officer / Qwner 11,770,764 8,414,200 8,291,508 9.074.138 7209924 10,377,243 10,800,283 14,371,043 288%
Expense Adjusiment {9 5t [188) 7 {4} 89 47 A NiA
Reconcillation - Adjustmenta _ te1.465) {132.268) 1 1 {1,532} 287 41 o -100.00%
Taotal Expenves $185414.413  $158.890.357  $145.652.750  $130.144.678  $120074703  £125184.202  $122.170.662  $t26.516.473 531%
Nt Incoms [Losa) $10,722,308 $5,080.564 $8,411,197 $0,080 795 $3.880 515 $5.435.550 $7.572,780 $1,081,073
Raconcilitation - Net Income Adjustment 140.891 193 2 1,686 189 200,879 1.712.506
Final Not Income (Lass} _s_‘_lm 581 415 _g__l.lm _A_‘_La a11004_  $6.080.797 _t_(_Lo 678.629 _'t_a.a:s.m —$7.782,430 _ $3.730560 ___ -1382%
Exchanges Reparting 580 535 508 484 ] 7 419 a
—_
1} Based on aggregais data recsived from The inots Dy of Finencial

2} Based on Aggregate Resulls {Scheduls 1),
3} Decomnber 31. 2008 CPI Index divided by the CP1 Index L December 31st of o-dl yoar (from Buraau of Labgr Statstica),
8 Bis goviragunalmidwasl il s xtat |_un



Schedule 6 Navigant Consulting, Inc

Community Currency Exchange Association of lllfnocis, Inc.
Analysis of Ravanues, Exponses and Profits

DF) Data: Average Store Results Discounted to 2008 Dollars ?

2008 through 2015’
Compound
Growth 2008 «
2008 2009 2010 2011 2012 2013 2014 2015 2013
CPI Adjustment Factor 1.00000 0.97351 095916 093156 091562 090208 089530 0 8aBs2
Income
Check Cashing Fees $224,903 $192.729 $169 897 $t80.2T0 3159.959 $159 705 $181,301 $154.750 +520%
Money Qrder Foos 15,358 14,350 12,764 12.304 11.154 11.393 11,886 11.327 -4.26%
License Plale & City Slicker Fass 35,026 36,436 30262 38.372 37,352 44,998 52118 46,487 412%
Utitrtion 14,700 15,783 18228 16.200 15,853 18.783 17,332 18,425 120%
Oikor Incoma 48,179 46,568 48,124 52.801 60,010 59,189 66,925 78.425 T21%
Revanue Adjustmenl 0 429 0 1 {0) 124 1 N/A NiA
Raconcillation - Adjustments [+] (253) 4 ] 1] Q 10 (4.219)
Total Incomse $338.187 $306.450 $304.217 3300053 $284,328 $202 189 3309650 $305,184 -1.46%
Expensss
Employee Payroll 706,744 $102.235 $97.409 $95.785 §00,903 $95.622 $100,363 $102.512 -0.58%
Employes Benelits 4.265 3,805 3.8680 4010 J7a9 3670 N7 3632 -1 52%
Payroll Taxes 0.674 7.822 7.885 8019 7.563 7612 8,035 8,867 135%
Bank Charges - Monay Orders 2,047 2.894 3265 2,163 2007 1.545 131 978 -1457%
Bank Charges - Choch & Dther Sarvices 15,700 15,505 15875 15,834 15175 16,922 16.848 19,790 236%
Armored Car Expenss 5,504 5,488 4385 3572 AR 24978 3.005 2879 -5 84%
Tl & Toleg E 5140 5.561 5,090 4834 4455 4598 4,422 4,009 -4 90%
Coflection and Bad Debt Expanse 16,930 10960 12,020 9,294 9286 9404 8.313 10,463 -6 B4%
Rent Exponse 27,012 26,645 26,505 25748 24,057 25666 26.587 21124 0.06%
Equipmant Expensa Induding Leasing Coat 152 1z 152 59 650 21 WS 04 11.84%
[} ! Exp {Exyui 1627 8419 7.079 8,165 5833 5624 5.35% 5438 -4 72%
Maintenance Expansa BTN 9,081 B9M 8,507 7478 8,605 10,115 10.688 293%
Depieciation (Aute) 175 176 286 209 92 93 2 3 «21 86%
Amortization (Leasehold Impravements) 2.M5 2422 2,000 2093 +,551 1,295 1,675 141 £ 39%
Depiaciation {Buildings) &7 76 a7 52 85 49 55 48 -4 ¥3%
Postaga Expenss 244 255 23 241 k3] 263 177 % -1536%
Supplies 8867 7.987 T410 8329 5.706 8,519 6712 6910 -350%
Security & Alarm Exponse 4.128 4,022 3602 3514 3373 3.520 2130 3,524 222%
Utitties Expanse 68394 6.353 8,515 5879 4,845 5.141 5,742 5378 -245%
Auto Expanse 2,362 2,150 1.784 1,682 1,244 1,158 1.020 880 «1168%
G 5,115 anz 3678 1.598 3500 584 2,850 2.007 -T40%
3.280 2,950 2760 2.458 2,135 1955 1504 1569 =10 00%
Surety Bond Expanse 1.049 1184 & 972 943 1212 BOO 702 558%
Other Insurance Expense 5722 5654 5525 5069 4.668 4454 4.581 4,847 -291%
Income Taxes (Federal, State} 287 380 532 468 291 793 408 298 0.57%
Other Taxas 512 1,008 111 2,387 1,802 1721 2784 1.529 16 80%
Legal & Accounting Faes 6.854 6,643 6,356 6.409 5.763 5,976 8,011 8730 -2 53%
Association Dues 1.703 207 2,084 1,867 1.752 1,583 1,448 1,538 -1 48%
State License 602 kal] a4t 438 816 524 577 485 -4 T4%
interesl Exponse 5597 40m 4.284 5 4072 097 3232 3338 J12%
Advertising 5,398 41 3548 2582 J.025 3.070 1.733 1,622 -15.78%
Contributions 252 155 210 1680 n 130 163 130 -0 06%
Licanse Service Expenss 2 2398 2532 Jua 3128 4220 4,504 4,453 976%
Miacellaneous Expense 18.517 13,139 I3 15,745 18,763 15.800 15206 14,646 -170%
Qfficar(s)  Ownec(s) Salarien 10.249 10.074 8,837 9348 7.498 7.683 8,985 7.337 -4 8%
Management Fee for Working Officer / Owner 20294 15727 16.388 18.748 14 95% 23215 26,013 3,135 TH%
Expense Adjustment {0 Q [0} 0 1)) 0 0 N/A NIA
Reconcilation « Adjustmanta {158} (248) 0 1] {3) 1 1 g -100 00%
Total Expsnass 3$319.660 $206.891 $287.654 $287.489 $264.491 $280.009 $201.577 $300.519 -0 88%
Net Income (Loss) 318,487 39,459 316623 $12.564 $19837 $12,160 $18,073 34,665 -17.86%
Raconcilliation - Nst incoms Adjustment {243) éo! 0y 9 {3) [1] 500 4.210
Final Nei Income (Loss} 18.244 4 16.62, 312,564 19.834 12,1681 $I0.574 $8.875 076%
S ———— S EE—— C——— i— -
Exchanges Reporting 580 515 506 484 488 dar a9 421
Hotes;
1) Besed on aggregate data received from Tha lllinois Dap of Financial i

2} Pasad on Average Store Reaults {Schedule 2).
3} December 31, 2008 CPt Index divided by tha CPI Index ot Decembor 31al of asch ywar (from Buresu of Labor Statistics).
Hhwww bls peviisqionalmidwesydalalconsumarpriceindexhis a_labke pdf



Schedule 7 Navigant Consulting, Inc.

Community Currency Exchange Association of lllinois, Inc.
Analysis of Revenues, Expenses and Profits

DFI Data: Analysis of Fixed and Variable Check Cashing Costs
2008 through 2015 Average

Estimated Percentages: 2 Estimated Dollars:
Average
2008 - 2015 " Fixed Variable Fixed Variable
Expenses
Employee Payroll $106,235 90% 10% $95.612 $10,624
Employee Benefils 4177 90% 10% 3,759 418
Payroll Taxes 8,573 90% 10% 7,716 857
Bank Charges - Money Orders 2,242 0% 100% o 2,242
Bank Charges - Check & Other Services 17,950 0% 100% 0 17,950
Armored Car Expense 4,108 75% 25% 3,091 1,027
Telephone & Telegram Expense 5174 90% 10% 4,657 517
Collection and Bad Debt Expense 11,682 0% 100% 1] 11,682
Rent Expense 28,074 100% 0% 28,074 0
Equipment Expense Including Leasing Cost 283 100% 0% 283 0
Depreciation Expense (Equipment) 7,275 100% 0% 7.275 0
Maintenance Expense 9,705 100% 0% 9,705 0
Depreciation {Auto) 140 100% 0% 140 0
Amortization {Leasehold Improvements) 2120 100% 0% 2,120 0
Depreciation (Buildings) 68 100% 0% €8 0
Postage Expense 242 90% 10% 217 24
Supplies 7,537 90% 10% 6,784 754
Security & Alarm Expense 3,950 100% 0% 3,950 0
Wilities Expense 6,198 100% 0% 6,198 0
Auto Expense 1,641 100% 0% 1,641 0
Cash Difference 3,884 0% 100% 0 3,884
Blanket Bond Expense 2,527 90% 10% 2,275 253
Surety Bond Expense 1,051 90% 10% 946 105
Other Insurance Expense 5,389 100% 0% 5,389 0
Income Taxes (Federal, State) 467 0% 100% 0 467
Other Taxes 1,736 100% 0% 1,736 0
Legal & Accounting Fees 6,658 100% 0% 6,658 0
Association Dues 1,883 100% 0% 1,883 o
State License 604 100% 0% 604 0
Interest Expense 4,454 75% 25% 3,341 1,114
Advertising 3,367 100% 0% 3,367 0
Contributions 189 100% 0% 189 0
License Service Expense 3,644 100% 0% 3,644 o
Miscellaneous Expense 16,597 100% 0% 16,597 0
Officer(s) / Owner(s) Salaries 9,368 100% 0% 9,368 1]
Management Fee for Working Officer / Owner 22,899 100% 0% 22,899 0
Expense Adjustment® NIA 0% 100% N/A N/A
Reconcillation - Adjusiments (52) 0% 100% 0 {52)
Total Expenses $312,040 $260,175 $51,865
Average Number of Exchanges Reporting * 485 Percent of Total Expenses: 83.4% 16.6%
Notes:

1) Average data calculated fror aggregate data received from The lllinois Department of Financial Institutions.

2) Estimated perceniages for fixed and variable costs are based on CCEA's June 1995 Report of Findings submitted to the DFI.

3) Based on CCEA's June 1995 Report of Findings submitted to the DF, this cost is unrelated to check cashing services and has
therefora been excluded from the analysis.

4) The average of number of exchanges reporting for the years 2008 1o 2015.



Navigant Consulting, Inc

Schedule 8

Community Currency Exchange Association of lllinois, Inc.
Review of CPI Level (2008 - 2015)

Annual CPI Growth
Compound
Growth

2008 2009 2010 2011 2012 2013 2014 2015 2008 - 2015

CPl Level ' 210228 215849 219.179 225672 229.601 233.049 234812 236525 1.70%
Pl Percentage Change - 2.72% 1.50% 2.96% 1.74% 1.50% 0.76% 0.73%

Aggregote - Average Store Results®

Check Cashing Ravenues $224,903 5197973 $197,982 §$193,523 $174,700 $177,041 $180,264 $174,108 -3.59%
Check Cashing Revenue Growth =11.97% 0.00% -2.25% -9 73% 1.24% 1.82% 342%

Total Revenue $338,167 $314,790 $317,232 5322045 $310,530 $323,886 $345.861 53423,259 0.22%
Total Revenue Growth £.81% 0.78% 1.53% -3.59% 430% 6.78% 0.72%

Tolal Expenses 519,680 $305.073 $299.901 $308,609 $288,865 $310.405 $325.674 5338,110 0.80%
Total Expense Growth 4.57% -1.70% 2.90% 6.40% 7.46% 4.92% 2.82%

uglos:
1) CPI Index at December 31st of each year (from Buraau of Labor Statistics). hitps )
2) Based on aggregate data received from The lllincis Department of Financial Institutions.




Navigant Consufting, Inc.

Schedule 9

Community Currency Exchange Association of lllinois, Inc.
Review of CPI Adjustment Factor (2008 - 2015)

CPl Adjustment Factor
2008 2009 2010 2011 2012 2013 2014 2015
Ending CPI Level | 210.228 215.949 219,179 225.672 229601 233049 234.812 236.525
Beginning CPI Level ® 210.228 210.228 210.228 210.228 210.228 210.228 210.228 210.228
CPI Adjustment Factor’ 1.0000 0.9735 0.9592 0.9316 0.9156 0.9021 0.8953 0.5888

es:

1) CPl Index at December 315t of each year

2) December 31, 2008 CPI Index

3) December 31, 2008 CPI Index divided by the CP) Index at December 31st of each year (from Bureau of Labor Statlstics).
hitps.Hiwww.bls goviregions/midwest/data/consumerpricelndexhistorical_us_table pdf



Schedule 10 Navigant Conaulting. I

Communlty Currency Exchange Association of lllinois, Inc.
Return on Revenue for Nonfam,
Sole Proprietorship, Service Busingases: 2008 - 2014 and Comparlson to Currency Exchange Return on Revenue

(Dollars in 000s)
2008 2009 200 2011 2012 20t3 2014 2018

Internal Revenue Sarvice SOI Data '

Finance and Inpuiance (NAICS 52)% *
Business Receipts $112.312139 $50,884 838 575,141,560 $82.200.074 $74 450.5T1 $70.556.214 $81,021,232
Nel Income $18.004.005 $16.349.871 $15.035211 $16.022.981 $18.500.379 $19.382,177 $20364,729
Realum cn Revenue * 16.0% 114% 21.2% 21.6% 25 4% 24.6% 251%
Cradit Inlermediation and Ralatad Activities [NAICS 522) **
Businoes Roceipls $2.166.910 $2.951,452 §2. 7111168 $3,198,163 $3.318.291 2,132 $2.718.778
Net Income * $229,170 $451.870 5554126 $438.81 $512.300 $431,649 $479,969
Relurn on Revenue * 7.2% 15.3% 204% 138% 15 5% 15.8% 17.7%

Currency Exchange Data ™:

Total Ravenue $196.137 S168,413 $160.519 $155.854 $151,539 5144777 $143.918 $144 554

Nl Income * $10.748 $5.407 $9.050 58,717 $10.726 $6.419 $8.884 54.245

Raturn on Revanue * 55% 32% 58% 43% Ti% 44% 6.1% 0%
Averags Pra-Tax Retum on Revenus for All Yeara:

Finance and Insurance 20.8%

Credit | jon and retalad activit 15.1%

Curreney Exchangea ° 52%

1 Statstics of Income {SO1) Bullstina from Yaars 2008 - 2014 P by the D of Tha T y. Intamnal R Service. Por the 'RS. "the Sole Propristorship study covers basic dals, including
business receipta, deductions, and net incoma reported by an individual taxpayes on Schedule C of Form 1040. Tha ink is for nontarm sols ips and i3 broken down by industial groups
for anadysis of the data

2 Data from 501 Sele Propristorship Retuma Buletns, Table 1, Nonlamm Sate Proprk hips: Busi Receipis, Salected Doducli Payroll. ond Net Income by Induatrial Sectors (Businesses with and
withoul nal incomey).

3 Net income lass deficit {kan) before lederal income tax pelda profits.

4 Net Incoms divided by Revenus (Business Receipts}.

§ Per lhe Uniled Stals Canm Bureau, Sectoe 52 i i pnmnnry in fi tons (| nvolving tha iy i of change in hip of
sasela} andior In fi 9 tal i hitp Jogi-biny icy !

@ Per the United Siate Census Bureau. indusirios in the Credit lnl.rmadluuon and Rolnlnd Achvities subssctor group sslablahments thal (1) lend wndg muﬂ from depositors; (2} lend funds raised from
credit market bormowing: or (J) Iaclitale the lending of funds or | of cradit by engaging in such as gage and losn brokerag: ingh and redarve services, and chack cashing

7 Bosod on aggregate data received from The iincis D of Financial |

8 Net Incoms plus Incoma Taxes {Fedaral, Slate) from eggregate data.
@ Currency exchange average refurn on ravenus was 5 2% from 2008 1o 2014 With the inch of 2015 fi it inkk he ge return on dreps to 4 9% for the period 2008 to 2015.




Schedule 11

Community Currency Exchange Association of lllinois, Inc.

Profit Before Taxes as Percentage of Sales by NAICS '*

Navigant Constiting, Ine.

NAICS 4108 - 41108 - 4110~ | anf1- | N2 | 413
| Code | NAICS Code Description 3108 | aaiMo anun HIt2 I | IAtH4 | Averasge HNAICS Definition
522210 [Credit Card I8suing 11,7 a7 247 249 NIA Nia 178 Banks, credit card: Charge card issuing
522220 jSales Financing 152 132 172 203 19.8 191 175 A bite fnancing: Equi finance laasing; Leasing In
combination with sales financing
522291 |Consumer Lending 99 130 159 184 130 165 155 Consumer finance companies; Loan companies: Personal
credit Instimtions: Small loan companies
522292 |Ronl Estatn Credit 89 15.3 140 128 213 158 14.7 Construction lending; Federal Land Banks: Morgage
companies; Real estate credit lending
522294 |Secondary Market Financing 185 97 18.3 19.7 &5 NIA 145 morlgage 1{CMO} issuing: Federal
Home Loan Mortgage Corporation; Real estate morigage
investment conduits
522258 [A)l Qther Nondepository Credit 12.9 165 167 182 209 20.2 1786 Agricuttural credit Institutions; Commodity Credit Corporation;
Intermadiation Indusinal loan ies - nondep v P h Short-|
tern inventory credit lending
522310 |Martgage and Nonmerigage Loan 8.7 121 134 1B 17.0 200 138 Brokerages - an, gage: Brokers' offices, gag
Brokers Morgage brokerages
822320 |Financial Transactions Processing, 10.9 78 97 107 103 14 100 A ol A d Teller Machine:
Reserve, and Clearinghouse Clearinghouses - bank or check; Credit card processing
Activites services; Financial transactions processing (axcept central
bank)
522390 |Other Activities Related to Credit 10.7 "7 94 98 123 127 1.3 Check cashing services; Money order issuance services; Loan
Intermediation senvicing: Travelers' check Issuance sendces: Money
transmission services; Payday lending services
Average for NAICS 522 : 11.9 120 15.5 16.3 15.9 16.6 4.7
Currency Exchanges . 32 56 43 7.1 44 6.1 5.1

1 As provided in Risk Management Assocation's Annual Statement Siudies.
2 Profit Before Taxes is provided in the Annual Statesnent Studies. The percentage Is based upon national data for all regions and enlity size.

3 The Average for NAICS 522 includes codes listed under NAICS, 5222 - |

y Credit |

and 5223 - Activities Related to Credit Intermadiaton. Codes for 5221 - Depository

Credit Intermediation were excludad. as well as 522293 - Intemational Trade Financing. as these codes retate 1o depasitory instutions and international trade.

4 Based on aggregate deta received from The Minois D

of Fi



Schedule 12

Community Currency Exchange Association of lllinois, Inc.

Summary of Check Cashing Policies at lllinois Banks

Navigant Consulling, Inc.

Cash
Non-Customer  Restrictions/
No., Bank Address City Phone Number Checks? Check Limits

1 Chase 4809 S Ashland Ave Chicago (773} 247-1551 On-us Checks $2,500

2 Chase 3200 S Chicago Rd, Ste A S. Chicago Heights (708) 754-7152  On-us Checks No Limit

3 Chase 401 E State St Rockford (815) 987-2424 On-us Checks $2,000

4 Chase 501 15th St Moline (309) 757-8462 On-us Checks No Limit

5 Chase 2801 Greenbriar Springfield {217) 787-9378 On-us Checks $2,500

6 US Bank 600 W 37th St Chicago (773) 376-4808  On-us Checks No Limit

7 US Bank 2600 € Sauk Tr Sauk Village (708) 758-0094 On-us Checks No Limit

8 US Bank 1107 E State St Rockford (815)987-2200 On-us Checks No Limit

9 US Bank 4701 22nd Ave Moline (309) 762-1334  On-us Checks No Limit

10 US Bank 2501 S Velerans Pkwy Springfield (217) 862-7311  On-us Checks No Limit

11 US Bank 1050 Camp Jackson Rd Cahokia {618) 337-1555  On-us Checks No Limit

12 Bank of America 4200 5 Ashland Ave Chicago {(773) 847-6748 On-us Checks No Limit

13 Bank of America 18460 Govemnors Hwy Homewood (708) 957-4200 On-us Checks No Limit

14 Bank of Ametica 6958 Spring Creek Rd Rockford (815)877-6530 On-us Checks No Limit

15 Bank of America 248 Harvard Dr Edwardsville (618) 659-4018 On-us Checks No Limit

16 BMO Harris 5401 S Wentworth Ave #13  Chicago (773) 548-5948  On-us Chacks $3,000

17 BMO Harris 1630 Chicago Road Chicago Heights (708) 7565-8063 On-us Checks No Limit

18 BMO Harris 501 Seventh St Rockford (815) 969-1500 On-us Checks No Limit

19 BMO Harris #2 Carlyle Plaza Dr. Belleville {618) 233-9288 On-us Checks $3,000

20 Fifth Third 1950 West 33rd Sireet Chicago (773} 650-1408 Yes No Limit

21 Fifth Third 3307 Chicago Road S. Chicago Heights (708) 756-2815 Yes No Limit

22 Fifth Third 3936 West Riverside Bivd  Rockiord (815) 964-7287 Yes No Limit

23 First Midwest 3220 West 26th Street Chicago (773) 804-3492  On-us Checks No Limit

24 First Midwest 1030 Dixie Highway Chicage Heights {708) 754-2500 On-us Checks §5,000

25 First Midwest 2222 41st Street Moline (309) 797-7500  On-us Checks No Limit

26 MB Financial® 1542 W, 47th Street Chicage (888) 422-6562 On-us Checks Undisclosed
27 MB Financial® 18301 S Halsted Street Glenwood (888) 422-6562 On-us Checks Undisclosed
28 MB Financial® 2607 Lincoln Highway St, Charles (888) 422-6562 On-us Checks Undisclosed
29 First American Bank 1650 Louis Avenue Elk Grove Village (847)427-5000 On-us Checks Undisclosed
30 First Bank & Trust 55 Shuman Boulevard Naperville (630) 348-2300 On-us Checks $3,500

Notes:

1) Information was obtained via telephone interviews with representatives from each location.

2) The banks which will cash "On-us Checks” will not cash government issued checks.

3) Telephone numbers for individual MB Financial branches were unavailable. The MB Financial representative confirmed the check
cashing policies presented are applicable for all branches.



Schedule 13 Navigant Consulting, Inc

Community Currency Exchange Association of lliinois, Inc.
Summary of Check Cashing Policies at llinols Retall Stores'

Check
Cashing D
No. Store Name Address City ___Phons No. Sarvices Type of Checks Necessary
Walmarl 8331 5 Stewart Ave Chicago {773) 356-9000 Yes Government and payroll only Yes
Walmart 8500 W Golf Re Niles {847) 966-7904 Yes Govemment and payroll only Yas
3 Walman 4700 135th St Crestwood (708) 489-5547 Yes Government and payroll only Yes
4  Walmar 5307 IL-251 Peru (815) 224-2396 Yes Government and payroll only Yes
3 Walmar B915 N Allen Rd Peoria {309) 683-0525 Yas Government and payroll only Yos
6 Walmart 3930 44th Avenue Dr Moline {308) 736-2270 Yoes Govemment and payroll ooty Yes
7  Walmart 3902 W Riverside Bivd Rockford (815) 962-4071 Yes Govemment and payroll onty Yes
8 Walmart 2189 75th St Darien {630) 434-0490 Yes Govemment and payroll only Yes
9  Target 1940 W 33rd St Chicago {773) 843-3250 No
10 Target 7300 W 19181 St Tinley Park {B815) 806-3210 No
11 Target 2099 Skokle Valley Rd Highland Park (847) 266-8022 No
12 Target 5601 Belleville Crossing St Belleville (618) 310-1801 No
13 Target 4370 Venture Dr Peru (815) 224-2442 No
14 Tamet 5001 N Big Hollow Rd Peoria {309) 691-9030 No
15 Target 900 42nd Ave Dr Moline {309) 764-7500 No
16 Target 6560 E State St Rockford (815) 227-9788 No
17 Target 2323 63nd St Woodridge (630} 434-0909 Ne
18 Meijer 15701 71st Court Orland Park (708) 342-9900 Yes Government and payroll only Yes
19 Meijer 950 Winston Plaza Melrose Park (708) 338-5600 Yes Govemment and payroll only Yos
20  Meijer 2500 S Philo Rd Urbana (217) 365-5200 Yes Govemment and payroll only Yes
21 Meijer 213 McFarand Rd Rockford (815) 721-8600 Yes Govemment and payroll only Yes
22 Home Depot 1300 § Chnton Chicago {312) 850-4B836 No
23 Home Depot 621 Brook Forast Ave Shorewood (815) 725-6301 No
24 Home Depot 6920 Argus Dr Rockferd (815) 291-8380 No
25 Home Depot 5501 Belleville Crossing Bellevilla (618} 239-3351 No
26 Home Depot 795 Velerans Pkwy Normal (309) 452-4031 No
27 Home Depot 4242 Venture Dr Peru {815) 224-2968 No
28 Jewel-Osco 1341 North Paulina Chicago (773) 3423410 No
23 Jewel-Osco 890 N Westem Ave Lake Forest (847) 735-8018 Yes Govermment and payroll only Yes
30 Jewel-Osco 12003 S Pulaski Rd Alsip {708) 371-2460 No
31 Jewel-Osco 303 Holmes Ave Clarendon Hills (630) 654-3455 No
32 JewelOsco 2010 15t Street A Maline (309) r97-0558 Yes Govemment and payroll onfy Yes
33 JewekQsco 1320 Sycamore Rd DeKalb (815) 758-5478 No
34 Mariano's 3857 South King Dr Chicago {773) 268-2839 No
35 Mariano's 1350 E Route 22 Lake Zurich (847) 438-4003 No
36  Mariano's 4700 Glibert Ave Western Springs  (708) 246-6210 No
37 Save-A-Lot 4701 5§ Cottage Grove Ave Chicago (773) 548.1634 No
38 Save-A-Lot 4425 N Prospect Rd Peoria (309) 686-1349 No
39  Schnucks 1615 Camp Jackson Rd East 5t. Louis {618) 3320060 No
40 Schnucks 200 N Vine St Urbana {217) 337-6016 No
41 Schnucks 1750 Bradford Ln Normal (309) 451-7100 No
42 Ruler Foods 2711 East Sangamon Springfield {217) 753-4290 Yes Govemment and payroll only Yes
43  Rdler Foods 301 E Mckinley Rd Qttawa {217) 373-1450 Yes Govemment and payroll only Yes
44 Fairway Grocery 3705 25th St Moline (309) 7971468 No
45  Hy-Vee 4218 Avenue of the Cities Moline (309) 762-0200 Yes Government and payroll only Yes

Notes:
1) Information was obtained via telephene interviews with representatives from each location



