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The Gold Rush
Companies that pay cash for gold generate big bucks – and fierce criticism from some of their customers
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Each day, armed guards usher in the mail at the squat, windowless building on Gateway Drive in Pompano Beach.

The day's delivery, tucked inside unmarked envelopes, is a mother lode of wedding bands, broken bracelets, unwanted necklaces, chains, earrings, anklets, brooches, even dental fillings.

The baubles are logged in, photographed, weighed, assayed and -- provided the owner accepts a mailed check as payment -- heated to 1,800 degrees until transformed into molten metal. It's then shaped into bars and sold to other refiners, private mints and jewelry makers.

``Everybody said I was crazy,'' said Jeff Aronson, 37. ``That nobody would mail their gold to us.''

Nope, he wasn't crazy. Cash4Gold, which Aronson created three years ago, is one of several gold buy-back outfits that have rocketed to success, thanks to an explosion in the price of gold and a steep recession that has people pawing through jewelry boxes and underwear drawers looking for anything of value to sell.

Along with big bucks, the companies have generated fierce criticism from consumers who say they were tricked or low-balled. The Better Business Bureau has rated Cash4Gold a C- on a scale of A+ to F after receiving 350 complaints about the company.

The Florida Attorney General's Office opened an investigation into Cash4Gold after it received dozens of complaints. Emboldened by the anonymity of the Internet, irate customers rage at the company on websites.

THE MARKUP

The Boston Globe recently bought a pair of earrings for $62 and sent them to Cash4Gold, which sent back a check for $3.25.

Aronson and others in the business point out that the amount of precious metal an item contains often has nothing to do with its retail cost.

``You may buy a gold chain for $500,'' Aronson said. ``[But] there may be only $40 worth of gold...You're talking about a jeweler who might have marked something up 20 times.''

According to him, a better gauge of customer satisfaction is this: 90 percent of customers accept the check that the company offers.

Mail-in-your-gold services like Cash4Gold and Money4Gold, also based in Broward County, are part of a wildly lucrative industry. Money4Gold recently told investors that its 2009 fourth-quarter profits were $19 million, a jump of 186 percent from the previous quarter.

The companies will cheerfully admit that a consumer can get a better price if they are willing to shop around. What they offer is convenience.

``We're bridging the gap between the couch and consumers,'' Money4Gold CFO Daniel Brauser said.

The gold buy-back industry also encompasses sell-us-your-trinkets kiosks like New Jersey-based Gold Buyers at the Mall, with 43 outlets, half of them in Florida. Luis Proano, 22, went to the Pembroke Lakes store to sell his class ring and his mother's heavy necklace.

Proano couldn't see putting that gold into an envelope and shipping it away on spec, a process he calls ``a little fishy.''

The items, weighed and appraised on the spot, fetched about $570 -- more than enough for the new pair of Air Jordans he craved.

If you don't feel like mailing or driving, Michigan-based Gold Party Pros will send appraisers to your home for private consultations or to host a gold party.

FOOD, WINE, GOLD
On a recent Saturday evening, guests trickled in to Ernesto Alvarez's home in Kendall to partake of music, food, wine and to horsetrade with Jason Rusinack, the company's Florida rep.

``This is very safe,'' said Iris Rohena of Kendall, settling into a sofa across from a table laden with Rusinack's equipment: a scale, a magnet for ferreting out costume jewelry and something called a GXL-24 Pro, which gauges purity.

``If you go to a pawn shop -- I don't know about that,'' said Rohena, whose odds and ends, including a wedding band from a soured marriage, yielded $750.

But Cash4Gold is the most prominent player at the moment, thanks to some self-parodying commercials involving famously broke celebs Ed McMahon (since deceased) and MC Hammer, an Aronson pal who now has a stake in the enterprise. The spots were unveiled during the 2009 Super Bowl, magnifying their impact.

The company's fortress-like plant in Pompano employs 300. There, each envelope is logged in, inventoried, checked for the customer's signature and driver's license number -- sellers must be 21 -- and photographed, then appraised for precious metal content.

POCKETLESS SCRUBS

The value of each piece is determined by white-gloved workers wearing pocketless scrubs. Their tools include acids, X-rays and electronic testing devices.

If you work at Cash4Gold, you'd better not have any hangups about personal privacy. Each employee's ID badge registers the worker's weight -- to discourage them from loading themselves down surreptitiously with heavy valuables as they head home. As an added safeguard, there are metal detectors at the exit.

What's more, as a condition of employment, workers agree to searches of their bodies, desks or cars any time management sees fit.

CEO Aronson was already processing gold for jewelry stores and pawn shops when he hit on the idea of having consumers mail in their jewelry.

To soothe concerns about being undercompensated, Cash4Gold gives customers 12 days to decide whether to accept the company's offer and cash the check. If the offer is declined, the check is returned and the items mailed back on Cash4Gold's dime.

12 DAYS, SORT OF

About that 12-day grace period: The clock commences when the check is dated, not when the customer receives the envelope. Depending on the proficiency of the U.S. Postal Service and the handlers at Cash4Gold, consumers could have either a little less than 12 days to decide or a lot.

This has infuriated some customers, who say they called asking for their jewelry back only to hear: Sorry, it's melted. A New York congressman, Anthony Weiner, has vowed to introduce legislation calling for fines when jewelry is melted prematurely.

A pair of California women have sued Cash4Gold, saying their items were lost, a refrain heard periodically in complaints to regulators. Similar problems, and gripes about the size of Cash4Gold's payouts, led the Florida attorney general to open an investigation last November.

Some customers have said that when they called to question the price, service reps quickly upped the offer, leading them to suspect that ``appraisals'' were really just rock-bottom offers untethered to an item's value.

The Florida attorney general's office said the company is cooperating with its investigation.

Aronson vigorously defends the company's way of operating. He sued Consumerist.org , an affiliate of Consumer Reports, and a former employee who posted critical material after the website highlighted complaints about what the company was paying for gold. The lawsuit was later dropped. Aronson has been known to log and weigh in on on websites where the complaints against Cash4Gold can take on the tenor of an angry mob.

PRICING POLICIES

Locally, the company participates in toy giveaways and Haiti relief efforts, to polish its image. That image might not need so much polishing if the industry's pricing methods were more transparent.

The calculus involves weight and purity and has little to do with what the item cost in the first place.

Rusinack, with Gold Party Pros, said he generally pays all customers 70 to 80 percent of an item's ``melt value,'' -- how much precious metal the jewelry contains -- and party hosts get a 10 percent cut.

Brauser, the CFO with Money4Gold, declined to reveal its pricing system.

``We're not going to go out there and say we give you the biggest payout,'' he said. ``But you [as consumers] incur zero cost and zero usage of your time.''

On that point, Aronson agreed.

``There are always ways to monetize your stuff for more money,'' he said.

Aronson said a customer who sends in just a few pieces is likely to get far less per ounce than someone who sends in a multitude of items.

MORE IS BETTER

``We try to encourage customers to send in as much as they can,'' he said. A high-volume seller may be paid as much as 80 percent of the melt value.

Whether it's the size of the payouts, the cleverness of the ads or the desperation of the customers, his formula is a success.

Aronson said the company is approaching its milestone millionth transaction after just three years of operation and has purchased more than $100 million worth of precious metals. By his math, each purchase represents a satisfied customer -- since the customer cashed the check.

Among them: Mary Jo Parker of Kansas City, Kansas, who sent the Cash4Gold some gold odds and ends last fall.

``I thought `What the hey','' said Parker, 62.

To be on the safe side, she called and emailed to make sure the check was in the mail.

It was. She accepted.

``Can you trust somebody to do this?'' Parker said. ``It was faith. I'm sure there's a lot of people that feel that way [that] I may never see this stuff again.''
