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New Firearms Regulatory I n i t i a t i v e s 

The Bureau of Alcohol, Tobacco and Firearms (ATF) today 
published the f i r s t annual Report on Commerce i n Firearms i n 
the United States. The Report provides important data t h a t 
w i l l help the p u b l i c understand the firearms i n d u s t r y and 
ATF's enforcement of the firearms laws. 

I want t o take t h i s o p p o r t u n i t y t o inform you of the steps 
t h a t ATF w i l l take t o respond t o the f i n d i n g s i n the Report 
on the sources of guns used i n crime. S p e c i f i c a l l y , the 
Report shows t h a t we need t o focus our resources on the 
r e l a t i v e l y small number of a c t i v e r e t a i l dealers and 
pawnbrokers t h a t are the source of a s u b s t a n t i a l p r o p o r t i o n 
of t r a c e d crime guns. The m a j o r i t y (57.4 percent) of 
firearms traced i n 1998 were sold by only 1,020 of the 
83,272 l i c e n s e d r e t a i l dealers and pawnbrokers. Each of 
these dealers and pawnbrokers had 10 or more crime guns 
traced t o them i n 1998. 

While many of these Federal firearms licensees (FFLs) may be 
i n f u l l compliance w i t h the law, we need t o understand how 
the new guns they s e l l end up i n c r i m i n a l hands f a r more 
o f t e n than those sold by the m a j o r i t y of FFLs. Therefore, 
we w i l l focus our i n s p e c t i o n e f f o r t s on r e t a i l dealers and 
pawnbrokers who had 10 or more crime guns traced t o them i n 
1999, and take appropriate a c t i o n against them where needed. 

Moreover, we must determine whether what i s t r u e f o r the new 
guns t h a t FFLs s e l l i s also t r u e f o r the used guns t h a t FFLs 
acquire from unlicensed s e l l e r s . These used guns make up a 
s u b s t a n t i a l p r o p o r t i o n of the firearms s o l d by some 
licensees. When FFLs s e l l used firearms, these firearms are 
o f t e n not traceable because they have passed through the 
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hands of one or more non-licensed purchasers before the 
licensee obtains them. Once the chain from manufacturer or 
importer, wholesaler, and r e t a i l e r i s broken, i t i s 
extremely d i f f i c u l t t o trace a f i r e a r m . To a s s i s t i n the 
trace of guns used i n crime, we w i l l r e q u i r e c e r t a i n r e t a i l 
dealers and pawnbrokers to submit i n f o r m a t i o n t o ATF about 
used guns they have acquired f o r sale from nonlicensees. 

Our a b i l i t y t o trace crime guns depends e n t i r e l y upon the 
records kept by FFLs. Most FFLs are d i l i g e n t about 
maintaining accurate records. Most respond promptly to 
ATF t r a c e requests because they understand the need t o 
act q u i c k l y t o catch and prosecute gun c r i m i n a l s . 
U n f o r t u n a t e l y , t h i s Report also h i g h l i g h t s t h a t a small 
number of r e t a i l dealers and pawnbrokers repeatedly f a i l to 
cooperate w i t h trace requests. We w i l l take steps t o ensure 
t h a t we are able to trace the guns t r a n s f e r r e d by 
uncooperative r e t a i l dealers and pawnbrokers by r e q u i r i n g 
them t o submit records of t h e i r firearms a c q u i s i t i o n s and 
d i s p o s i t i o n s . We w i l l also inspect these dealers and, where 
appropriate, seek t o revoke t h e i r licenses t o deal i n 
f i r e a r m s . 

We also know t h a t a s i g n i f i c a n t number of firearms are 
s t o l e n or otherwise d i v e r t e d from the l e g a l market each 
year. Many of these guns end up i n the hands of v i o l e n t 
c r i m i n a l s or j u v e n i l e s . We w i l l propose r e g u l a t i o n s t o 
r e q u i r e FFLs t o i d e n t i f y and r e p o r t shortages i n t h e i r 
i n v e n t o r y t o ATF, as w e l l as to r e p o r t losses t h a t occur i n 
shipment. This w i l l enable us t o q u i c k l y focus our 
resources t o combat i l l e g a l t r a f f i c k i n g i n s t o l e n guns. 

Next, t o ensure t h a t a l l FFLs are a c t i v e l y engaged i n the 
business, we w i l l r e quire as p a r t of the l i c e n s e renewal 
process a c e r t i f i c a t i o n of the number of firearms they 
bought and s o l d during the previous 3 years. F i n a l l y , t o 
a s s i s t the firearms i n d u s t r y i n p o l i c i n g i t s e l f , upon 
request we w i l l provide manufacturers and importers w i t h a 
l i s t of the firearms they s e l l t h a t are the subject of crime 
gun t r a c e s . 

More d e t a i l e d d e s c r i p t i o n s of the actions ATF w i l l take are 
set f o r t h i n the attachment t o t h i s memorandum. These 
i n i t i a t i v e s w i l l s i g n i f i c a n t l y improve ATF's a b i l i t y t o 
trace crime guns, i n i t i a t e t r a f f i c k i n g i n v e s t i g a t i o n s , 
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c u r t a i l the i l l e g a l gun market t h a t supplies c r i m i n a l s , 
unauthorized j u v e n i l e s and other p r o h i b i t e d persons, and 
help law enforcement t o prevent and respond t o armed crime 

Attachment 
/ Bradley A. Buckles 



NEW ATF FIREARMS REGULATORY ACTIONS 

Focus on Sources of Large Numbers of Crime Guns 

A large number of crime gun traces by itself is not necessarily a significant trafficking 
indicator but, when coupled with other circumstances, can be cause for concern. While 
many high-trace-volume retail dealers and pawnbrokers may be in full compliance with 
the law, crime gun trace volume may indicate that diversion is occurring. The FFL might 
be a participant in a trafficking scheme, or simply an unwitting pawn of straw purchasers 
or other traffickers. Accordingly, we will focus our inspection resources on licensed 
retail dealers who had 10 or more crime guns traced to them in 1999. Approximately 
1,000 out of 80,570 licensed retail dealers and pawnbrokers fall into this category and 
their crime gun traces comprised over half of all crime guns traced in 1999. 

1. ATF will conduct focused inspections of any of these dealers who have not been 
inspected within the preceding 12 months to ensure that they are in full compliance 
with the Gun Control Act and Federal firearms regulations, including maintaining all 
required records and conducting appropriate checks of the National Instant Criminal 
Background Check System. If violations are found, ATF will take appropriate action 
against these dealers. Even if these dealers are in full compliance with the law, ATF 
inspectors will try to identify improvements in the dealers' procedures that might 
make them less susceptible to straw purchasers and other traffickers. 

A second and independent trafficking indicator is time-to-crime. When a gun moves 
much faster than the six-year average from the FFL to the scene of a crime, we know 
from investigative experience that there may be illegal trafficking. Accordingly, we will 
require retail dealers and pawnbrokers who have 10 or more crime guns traced to them in 
1999, with a time-to-crime of three years or less, to provide ATF with certain information 
about used guns they have acquired from nonlicensees. ATF estimates that 450 retail 
dealers and pawnbrokers fall into this category. 

2. ATF will require these dealers to submit information on the manufacturer or importer, 
serial number, model, and caliber or gauge of all used guns taken into their inventory 
from nonlicensees during the past year, and quarterly thereafter. No information on 
firearms purchasers will be submitted. Because these dealers are associated with a 
significant number of traces of new guns with a short time-to-crime, there is a 
substantial likelihood that used guns they sell also end up being used in crime. Used 
guns often make up a significant portion of many dealers' sales, but, because of 
inherent limitations in the tracing system, ATF's National Tracing Center usually 
cannot trace used crime guns. The information acquired through these demand letters 
will remedy this situation, enabling ATF to trace the used guns sold by these FFLs 
when they are recovered in crime. ATF also will use the information to try to resolve 
crime gun trace requests that previously could not be completed. 
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ATF may send demand letters to additional retail dealers and pawnbrokers who are 
associated with other trafficking indicators, such as a large number of crime gun 
traces, a high percentage of short time-to-crime traces, or a large number of stolen 
firearms. 

We will submit an initial report to the Secretary by September 1, 2000, on the actions we 
take as a result of this focused inspection program and the information we obtain from 
the demand letters. 

Focus on Uncooperative Dealers 

FFLs who keep poor records or fail to respond promptly to ATF trace requests severely 
erode the effectiveness of the tracing system and our ability to catch and prosecute gun 
criminals. 

3. ATF will issue demand letters to retail dealers who: 

• Fail to respond to a crime gun trace request; 

• On three or more occasions, do not respond to a crime gun trace request within 24 
hours; or 

• Provided incorrect information in response to a crime gun trace request. 

ATF estimates that 50 dealers currently fall into this category. The demand letters 
will require submission of all information from these dealers' acquisition and 
disposition records for the past three years, and monthly thereafter. This information 
will enable ATF to verify the FFLs' responses to trace requests and quickly trace 
firearms sold by these dealers if they continue to be uncooperative. Moreover, FFLs 
who do not cooperate with trace requests frequently fail to maintain accurate records 
or fulfill other statutory and regulatory responsibilities. Access to these FFLs' 
records will enable ATF to monitor the dealers' compliance with their legal 
obligations and will deter noncompliance. 

4. ATF will conduct focused inspections of retail dealers that fall into this category and, 
if violations are found, will take appropriate action. By September 1, 2000, ATF will 
report to the Secretary listing dealers who were uncooperative on ATF trace requests 
in the previous year and detailing actions taken by ATF to enforce compliance. 

5. ATF will report to the Secretary by December 1, 2000, on why traces cannot be 
completed and make recommendations for any needed regulatory, enforcement or 
legislative actions, or improvements in industry practices. 
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Focus on Guns Stolen from FFLs 

6. ATF will publish a Notice of Proposed Rulemaking requiring all FFLs to conduct 
regular inventories and report discrepancies to ATF. These inventories will enable 
FFLs to fulfill their statutory obligations to maintain accurate records of the 
acquisition and disposition of firearms and report the loss or theft of firearms to ATF. 

7. ATF will publish a Notice of Proposed Rulemaking requiring FFLs who ship firearms 
to report to ATF any firearms that are lost or stolen in transit within 48 hours of 
discovering that the firearms are missing. This will alert ATF to investigate the 
specific loss or theft and larger trends involving guns lost or stolen during shipment. 

Dealers Who Are Not Actively Engaged in the Business 

Although there has been a substantial reduction of the total number of licensees in recent 
years, a survey of retail dealers and pawnbrokers indicates that there are still a significant 
number of licensed dealers who are not actively engaged in the firearms business. Only 
those engaged in the business of dealing in firearms are entitled to possess a dealer's 
license. FFLs not actively engaged in the business have the ability to purchase large 
quantities of firearms interstate at wholesale prices, which could be disposed of to the 
illegal market. 

8. ATF will amend its Federal firearms license application to require dealers renewing 
their licenses to certify how many firearms they acquired and disposed of during the 
preceding three years. This will provide evidence to enable ATF to deny renewal 
applications of dealers who are not actively engaged in the business. 

Providing Information to the Firearms Industry 

Licensees often complain that they do not have sufficient information about guns they 
sell that end up in crime to be able to take appropriate action to decrease the likelihood 
that their guns will fall into the wrong hands. 

9. Upon request, ATF will provide manufacturers and importers a list by serial number 
of the firearms they sold that were traced as crime guns during the previous year. 
This will enable the manufacturers and importers to screen the distribution of their 
firearms and discover for themselves whether any particular model of firearm they 
sell is frequently used in crime. 
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PRESIDENT CLINTON RELEASES NEW REPORT ON GUN INDUSTRY AND 
ANNOUNCES ACTIONS TO CRACK DOWN ON ILLEGAL GUN TRAFFICKING 

February 4, 2000 

Today, President Clinton, joined by Treasury Secretary Larry Summers, will release a new study 
by the Bureau of Alcohol Tobacco and Fireanns (ATF) that provides the most comprehensive 
overview of the fireaims industry to date - with new 1999 data on the 1,639 gun manufacturers 
and 81,325 retail gun dealers and pawnbrokers, and other members of the gun industry that sell 
over 4.5 million new firearms in the United States every year. Among the key findings of 
today's report is that 1.2% of gun dealers account for 57% of the total number of crime guns 
traced to dealers that are still in business. In response, the President will announce new 
[executive actions] that the ATF will take to enhance enforcement efforts and prevent the 
diversion of firearms from these dealers into the illegal market - and into the hands of criminals, 
juveniles, and others prohibited under the law. 

RELEASING GROUNDBREAKING REPORT ON FIREARMS INDUSTRY 
Today, the President will announce the first annual report on Commerce in Firearms in the 
United States. The report provides important data on the gun industry and ATF's enforcement of 
the nation's firearms laws. Some of the report's key findings include: 

• One percent of gun dealers account for 57 percent of crime gun traces. The majority 
(57.4 percent) of firearms traced by law enforcement to gun dealers active in 1998 were sold 
by 1,020 (1.2 percent) of the 83,272 licensed retail dealers and pawnbrokers. Each of these 
dealers and pawnbrokers had 10 or more crime guns traced back to them, and 132 of these 
dealers had 50 or more crime guns traced. 

• Domestic sales of new firearms are about half of what they were in 1993. New firearms 
sales peaked in 1993 at nearly 8 million small arms. In recent years, sales have fallen to 

^_4bout 4.5 million guns annually. Another 2 million secondhand firearms are sold every year. 

\ / • Handguns account for nearly half of all new gun sales - about 2 millionner year. Fifty-
years ago, handguns represented only one out of every 10 new gun sales. j ^ J j p Xn&i^ # / V ' v~' / 

• Snapshot of the industry: The number of licensed firearms manufacturers, importers, 
distributors, dealers and collectors peaked at 284,000 in 1994 and has declined to 104,000 
today. This decline followed implementation of stricter licensing requirements set forth in 
the 1993 Brady Act and the 1994 Crime Act. The size of the industry is relatively small 
compared to the impact it has on the nation. Domestic product shipments in 1997 were 
valued at about $1.2 billion, and small arms manufacturing employed about 10,000 people. 

CLINTON ADMINISTRATION: ACTING TO HALT ILLEGAL GUN TRAFFICKING 
As part of his ongoing commitment to use every tool possible to reduce gun violence, the 
President will announce new [executive] actions that the ATF will take to crack down on 
suspicious gun dealers and prevent guns from slipping into the illegal firearms market. While 
the majority of gun dealers are law-abiding businesspeople, today's report shows the need to 
focus resources on the relatively small number of dealers and pawnbrokers that are the source of 
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most of the traced crime guns. Under these new actions, ATF will expand their efforts to target 
enforcement and inspection resources at dealers who have high numbers of crime gun traces, .^p* 
whose guns quickly turn up in crimes after sale, and who have a poor record of cooperation withi (fi" q 
law enforcement. These actions include: ' ' f 

ATF will conduct focused inspections of the 1,000 gun dealers who had 10 or more crime 
guns traced to them in 1999. In addition, ATF will require the 450 dealers that had 10 or 
more crime guns traced to them that had more crime guns traced to them within three years 
of the gun's leaving the store to provide ATF with trace information on all secondhand sales. 
This will enable ATF to trace the guns if they are later used in crime. 

Targeting Uncooperative Dealers: Gun dealers who fail to respond promptly to ATF crime 
gun trace requests or keep poor records severely erode the ability of law enforcement to 
apprehend and prosecute gun criminals. In response, ATF will begin conducting focused 
inspections of the 50 dealers with poorest records of response to crime gun trace requests, 
and will issue demand letters requiring them to regularly submit all firearms acquisition and 
disposition records. 

Focusing on Stolen Firearms: Micoing and stolen fircarma arc frequently diverted to the— 
illegal market.-jn FY 1999, there were 1,290 crime guns were traced back to federal firearms 
licensees (FFLs) who claimed that the firearms were shipped but never received. To help 
alert ATF to theft and missing firearms, ATF will publish a Notice of Proposed Rulemaking 
to require all FFLs to conduct regular inventories and report discrepancies to ATF, helping to 
ensure that accurate records are maintained and that loss or theft of guns is reported. ATF 
will publish a second rule to require FFLs who ship firearms to report any firearms lost or 
stolen in transit within 48 hours. 3, 

• Providing Information to the Firearms Industry: To help manufacturers and importers to 
monitor the distribution of their guns and leam whether particular models of their fireanns 
are frequently used in crime, ATF will provide upon request a list by serial number of 
firearms they sold that were traced as crime guns during the previous year. 

FIGHTING FOR PASSAGE OF COMMON SENSE GUN LEGISLATION AND AN 
AGGRESSIVE FIREARMS ENFORCEMENT BUDGET INITIATIVE 

The President also will highlight additional proposals to keep guns out of the wrong hands. The 
President has proposed a $280 million gun enforcement initiative that includes: 1) 500 new ATF 
agents and inspectors; 2) over 1,000 new federal, state and local gun prosecutors; 3) 
comprehensive crime gun tracing; 4) funding increases for ballistics testing; and 5) local media 
campaigns. In addition, the President's budget also includes $10 million to support research in 
"smart gun" technologies that can limit a gun's use to its authorized owner. Finally, the President 
will emphasize again that it is long past time for Congress to rfass comiricttvsense gun measures 
to close the gun show loophole and require child safety locks. Licensing? \ 

J 



PRESIDENT CLINTON AND VICE PRESIDENT GORE: 
CRACKING DOWN ON ILLEGAL GUN TRAFFICKING 

February 4, 2000 

"When 12 children are dying every day in America because of gun violence, we can't wait for congi-essional action. 
That's why I'm taking the actions that I have announced today. Working together, we've brought crime down for 
seven straight years. We can keep going until America is the safest big country in the world.. " 

President Bill Clinton 
February 4, 2000 

Today, at the White House, President Clinton, joined by Treasury Secretary Lawrence Summers, released a new 
report from the Bureau of Alcohol Tobacco and Firearms offering the most comprehensive overview ever of the 
firearms industry. The President announced landmark regulatory actions that ATF will take to bolster enforcement 
efforts and focus on problem dealers to prevent firearms from getting into the hands of criminals. The President 
also announced executive actions to help crack down on problem dealers and halt illegal firearms trafficking. 
Groundbreaking Report on the Firearms Industry. The President announced the release of the first annual report 
on Commerce in Firearms in the United States. The report provides never-before-released data on the gun industry 
and ATF's enforcement of the nation's firearms laws. Some of the report's key findings include: 

One percent of gun dealers account for 57 percent of crime gun traces; 

• Handguns account for nearly half of all new gun sales - about 2 million per year; and ^ /^^u^J^y ^ 
• /4^^eam0«indd^n,frti^hfierQknpactedhy^ti^^g^^awsr^---^' 

Taking Executive Action to Halt Illegal Gun Trafficking. The President annodiiced new ATF enforcement 
actions to prevent guns from entering the illegal firearms market, including: 

• Conduct focused inspections of the 1,000 gun dealers who had 10 or more crime guns traced to them; 

• Require the 450 current dealers with 10 or more crime guns traced to them with a "time-to-crime" of less than three 
years from the original sale to provide ATF with information on all used guns offered for sale; 



• Take strong enforcement action against dealers found to be violating the law; 

• Work closely with law-abiding gun dealers to develop new procedures to prevent illegal trafficking; 

• Conduct focused inspections of the 50 dealers with the worst response records, and issue demand letters requiring 
them to regularly submit all firearms acquisition and disposition records; 

• Focus on stolen firearms by proposing a new rule requiring all federal firearms licensees to conduct regular 
inventories and report discrepancies to ATF; and 

• Help the industry increase accountability by providing to manufacturers a list of firearms they sold that were traced 
as crime guns during the previous year. 

Working to Reduce Gun Crime. The President highlighted additional proposals to keep guns out of the 
wrong hands, including: 

• State-based licensing for all handgun purchasers to ensure that all buyers are eligible to possess a firearm and know 
how to safely handle and store their gun; 

• An unprecedented $280 million gun enforcement initiative to hire 500 new ATF agents and inspectors, over 1,000 
new federal, state and local gun prosecutors, and fund comprehensive crime gun tracing and increased ballistics 
testing to catch and prosecute more gun criminals; 

• $ 10 million in the President's budget to support research in "smart gun" technologies that can limit a gun's use to its 
authorized owner; and 

• Urging Congress to pass common-sense gun legislation that closes the gun show loophole, bans the importation of 
large capacity ammunition clips, and requires child safety locks with every handgun sold. 
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MEMORANDUM TO; Secretary Summers 
Deputy Secretary Eizenstat 

THROUGH: James E. Johnson 
Under Secretary (Enforcement) 

FROM: Director . 

SUBJECT: New Firearms Regulatory I n i t i a t i v e s 

The Bureau of Alcohol, Tobacco and Firearms (ATF) today 
published the f i r s t annual Report on Commerce i n Firearms i n 
the United States. The Report provides important data that 
w i l l help the public understand the firearms industry and 
ATF's enforcement of the firearms laws. 

I want to take t h i s opportunity to inform you of the steps 
that ATF w i l l take to respond to the findings i n the Report 
on the sources of guns used i n crime. S p e c i f i c a l l y , the 
Report shows that we need to focus our resources on the 
r e l a t i v e l y small number of active r e t a i l dealers and 
pawnbrokers that are the source of a substantial proportion 
of traced crime guns. The majority (57.4 percent) of 
firearms traced i n 1998 were sold by only 1,020 of the 
83,272 licensed r e t a i l dealers and pawnbrokers. Each of 
these dealers and pawnbrokers had 10 or more crime guns 
traced t o them i n 1998. 

While many of these Federal firearms licensees (FFLs) may be 
i n f u l l compliance with the law, we need to understand how 
the new guns they s e l l end up i n criminal hands fa r more 
"often than those sold by the majority of FFLs. Therefore, 
we w i l l focus our inspection e f f o r t s on r e t a i l dealers and 
pawnbrokers who had 10 or more crime guns traced to them i n 
1999, and take appropriate action against them where needed. 

Moreover, we must determine whether what i s true f o r the new 
guns that FFLs s e l l i s also true f o r the used guns that FFLs 
acquire from unlicensed s e l l e r s . These used guns make up a 
substantial proportion of the firearms sold by some 
licensees. When FFLs s e l l used firearms, these firearms are 
often not traceable because they have passed through the 
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hands of one or more non-licensed purchasers before the 
licensee, obtains them. Once the chain from manufacturer or 
importer, wholesaler, and r e t a i l e r i s broken, i t i s 
extremely d i f f i c u l t to trace a firearm. To assist i n the 
trace of guns used i n crime, we w i l l require certain r e t a i l 
dealers and pawnbrokers to submit information to ATF about 
used guns they have acquired f o r sale from nonlicensees. 

Our a b i l i t y t o trace crime guns depends e n t i r e l y upon the 
records kept by FFLs. Most FFLs are d i l i g e n t about 
maintaining accurate records. Most respond promptly to 
ATF trace requests because they understand the need to 
act quickly t o catch and prosecute gun criminals. 
Unfortunately, t h i s Report also highlights that a small 
number of r e t a i l dealers and pawnbrokers repeatedly f a i l to 
cooperate w i t h trace requests. We w i l l take steps to ensure 
that we are able to trace the guns transferred by 
uncooperative r e t a i l dealers and pawnbrokers by requiring 
them to submit records of t h e i r firearms acquisitions and 
dispositions. We w i l l also inspect these dealers and, where 
appropriate, seek to revoke t h e i r licenses to deal i n 
firearms. 

We also know that a s i g n i f i c a n t number of firearms are 
stolen or otherwise diverted from the legal market each 
year. Many of these guns end up i n the hands of v i o l e n t 
criminals or juveniles. We w i l l propose regulations to 
require FFLs to i d e n t i f y and report shortages i n t h e i r 
inventory t o ATF, as well as to report losses that occur i n 
shipment. This w i l l enable us to quickly focus our 
resources to combat i l l e g a l t r a f f i c k i n g i n stolen guns. 

Next, to ensure that a l l FFLs are a c t i v e l y engaged i n the 
business, we w i l l require as part of the license renewal 
process a c e r t i f i c a t i o n of the number of firearms they 
bought and sold during the previous 3 years. F i n a l l y , to 
assist the firearms industry i n p o l i c i n g i t s e l f , upon 
request we w i l l provide manufacturers and importers with a 
l i s t of the firearms they s e l l that are the subject of crime 
gun traces. 

More detailed descriptions of the actions ATF w i l l take are 
set f o r t h i n the attachment to t h i s memorandum. These 
i n i t i a t i v e s w i l l s i g n i f i c a n t l y improve ATF's a b i l i t y to 
trace crime guns, i n i t i a t e t r a f f i c k i n g investigations. 
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curtail the i l l e g a l gun market that supplies criminals, 
unauthorized juveniles and other prohibited persons, and 
help law enforcement to prevent and respond to armed crime 

Attachment 
/ Bradley A. Buckles 
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NEW ATF FIREARMS REGULATORY ACTIONS 

Focus on Sources of Large Numbers of Crime Guns 

A large number of crime gun traces by itself is not necessarily a significant traffickiiig 
indicator but, when coupled with other circumstances, can be cause for concern. While 
many high-trace-volume retail dealers and pawnbrokers may be in full compliance with 
the law, crime gun trace volume may indicate that diversion is occurring. The FFL might 
be a participant in a trafficking scheme, or simply an unwitting pawn of straw purchasers 
or other traffickers. Accordingly, we will focus our inspection resources on licensed 
retail dealers who had 10 or more crime guns traced to them in 1999. Approximately 
1,000 out of 80,570 licensed retail dealers and pawnbrokers fall into this category and 
their crime gun traces comprised over half of all crime guns traced in 1999. 

1. ATF will conduct focused inspections of any of these dealers who have not been 
inspected within the preceding 12 months to ensure that they are in full compliance 
with the Gun Control Act and Federal firearms regulations, including maintaining all 
required records and conducting appropriate checks of the National Instant Criminal 
Background Check System. If violations are found, ATF will take appropriate action 
against these dealers. Even if these dealers are in full compUance with the law, ATF 
inspectors will try to identify improvements in the dealers' procedures that might 
make them less susceptible to straw purchasers and other traffickers. 

A second and independent trafficking indicator is time-to-crime. When a gun moves 
much faster than the six-year average fiom the FFL to the scene of a crime, we know 
from investigative experience that there may be illegal trafficking. Accordingly, we will 
require retail dealers and pawnbrokers who have 10 or more crime guns traced to them in 
1999, with a time-to-crime of three years or less, to provide ATF with certain information 
about used guns they have acquired from nonlicensees. ATF estimates that 450 retail 
dealers and pawnbrokers fall into this category. 

2. ATF will require these dealers to submit information on the manufacturer or importer, 
serial number, model, and caliber or gauge of all used guns taken into their inventory 
from nonlicensees during the past year, and quarterly thereafter. No information on 
firearms purchasers will be submitted. Because these dealers are associated with a 
significant number of traces of new guns with a short time-to-crime, there is a 
substantial likelihood that used guns they sell also end up being used in crime. Used 
guns often make up a significant portion of many dealers' sales, but, because of 
inherent limitations in the tracing system, ATF'p National Tracing Center usually 
cannot trace used crime guns. The infoimation acquired through these demand letters 
will remedy this situation, enabling ATF to trace the used guns sold by these FFLs 
when they are recovered in crime. ATF also will use the information to try to resolve 
crime gun trace requests that previously could not be completed. 
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ATF may send demand letters to additional retail dealers and pawnbrokers who are 
associated with other trafficking indicators, such as a large number of crime gun 
traces, a high percentage of short time-to-crime traces, or a large number of stolen 
firearms. 

We will submit an initial report to the Secretary by September 1,2000, on the actions we 
take as a result of this focused inspection program and the information we obtain from 
the demand letters. 

Focus on Uncooperative Dealers 

FFLs who keep poor records or fail to respond promptly to ATF trace requests severely 
erode the effectiveness of the tracing system and our ability to catch and prosecute gun 
criminals. 

3. ATF will issue demand letters to retail dealers who: 

• Fail to respond to a crime gun trace request; 

• On three or more occasions, do not respond to a crime gun trace request within 24 
hours; or 

• Provided incorrect information in response to a crime gun trace request. 

ATF estimates that 50 dealers currently fall into this category. The demand letters 
will require submission of all infonnation from these dealers' acquisition and 
disposition records for the past three years, and monthly thereafter. This information 
will enable ATF to verify the FFLs' responses to trace requests and quickly trace 
firearms sold by these dealers if they continue to be uncooperative. Moreover, FFLs 
who do not cooperate with trace requests frequently fail to maintain accurate records 
or fulfill other statutory and regulatory responsibilities. Access to these FFLs' 
records will enable ATF to monitor the dealers' compliance with their legal 
obligations and will deter noncompliance. 

4. ATF will conduct focused inspections of retail dealers that fall into this category and, 
if violations are found, will take appropriate action. By September 1,2000, ATF will 
report to the Secretary listing dealers who were uncooperative on ATF trace requests 
in the previous year and detailing actions taken by ATF to enforce compliance. 

5. ATF will report to the Secretary by December 1,2000, on why traces cannot be 
completed and make recommendations for any needed regulatory, enforcement or 
legislative actions, or improvements in industry practices. 
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Focus on Guns Stolen from FFLs 

6. ATF will publish a Notice of Proposed Rulemaking requiring all FFLs to conduct 
regular inventories and report discrepancies to ATF. These inventories will enable 
FFLs to fulfill their statutory obligations to maintain accurate records of the 
acquisition and disposition of firearms and report the loss or theft of firearms to ATF. 

7. ATF will publish a Notice of Proposed Rulemaking requiring FFLs who ship firearms 
to report to ATF any firearms that are lost or stolen in transitwithin 48 hours of 
discovering that the fireanns are missing. This will alert ATF to investigate the 
specific loss or theft and larger trends involving guns lost or stolen during shipment. 

Dealers Who Are Not Actively Engaged in the Business 

Although there has been a substantial reduction of the total number of licensees in recent 
years, a survey of retail dealers and pawnbrokers indicates that there are still a significant 
number of licensed dealers who are not actively engaged in the fireaims business. Only 
those engaged in the business of dealing in fireanns are entitled to possess a dealer's 
license. FFLs not actively engaged in the business have the ability to purchase large 
quantities of firearms interstate at wholesale prices, which could be disposed of to the 
illegal market. 

8. ATF will ariiend its Federal fireanns license application to require dealers renewing 
their licenses to certify how many firearms they acquired and disposed of during the 
preceding three years. This will provide evidence to enable ATF to deny renewal 
applications of dealers who are not actively engaged in the busmess. 

Providing Information to the Firearms Industry 

Licensees often complain that they do not have sufficient information about guns they 
. sell that end up in crime to be able to take appropriate action to decrease the likelihood 

that their guns will fall into the wrong hands. 

9. Upon request, ATF will provide manufacturers and importers a list by serial number 
of the firearms they sold that were traced as crime guns during the previous year. 
This will enable the manufacturers and importers to screen the distribution of their 
firearms and discover for themselves whether any particular model of firearm they 
sell is frequently used in crime. 

TOTAL P.07 



(K -V 


