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SUBSTI TUTE HOUSE BI LL 1327

Passed Legi slature - 2013 Regul ar Sessi on
State of WAshi ngton 63rd Legislature 2013 Regul ar Session

By House Business & Financial Services (originally sponsored by
Representatives Kirby, Ryu, and Santos; by request of Departnent of
Fi nanci al Institutions)

READ FI RST TI ME 02/ 18/ 13.

AN ACT Relating to |icensing and enforcenent provisions applicable
to noney transmtters; anendi ng RCW19. 230. 020, 19.230. 040, 19.230.110,
19. 230. 120, 19.230. 150, 19.230.200, and 19.230.310; and reenacting and
anmendi ng RCW 19. 230. 010.

BE | T ENACTED BY THE LEGQ SLATURE OF THE STATE OF WASHI NGTON:

Sec. 1. RCW19.230.010 and 2010 ¢ 73 s 1 are each reenacted and
anmended to read as foll ows:

The definitions in this section apply throughout this chapter
unl ess the context clearly requires otherw se.

(1) "Affiliate" nmeans any person who directly or indirectly through
one or nore internediaries, controls, is controlled by, or is under
common control w th, another person.

(2) "Annual assessnent due date" neans the date specified in rule
by the director upon which the annual assessnent is due.

(3) "Applicant™ nmeans a person that files an application for a
license wunder this chapter, including the applicant's proposed
responsi bl e i ndividual and executive officers, and persons in control
of the applicant.
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(4) "Authorized del egate” neans a person a |icensee designates to
provi de noney services on behalf of the licensee. A person that is
exenpt from licensing under this chapter cannot have an authorized
del egat e.

(5) "Board director" means a nenber of the applicant's or
licensee's board of directors if the applicant is a corporation or
limted liability conmpany, or a partner if the applicant or licensee is
a partnership.

(6) "Closed |loop stored value ((devee))" neans ((a)) stored val ue
((deviee)), when that value or credit is primarily intended to be
redeened for a limted universe of goods, intangibles, services, or
other itenms provided by the issuer of the stored value, its affiliates,
or others involved in transactions functionally related to the issuer
or its affiliates.

(7) "Control" neans:

(a) Omnership of, or the power to vote, directly or indirectly, at
| east twenty-five percent of a class of voting securities or voting
interests of a licensee or applicant, or person in control of a
| i censee or applicant;

(b) Power to elect a nmpjority of executive officers, nanagers,
directors, trustees, or other persons exercising managerial authority
of a licensee or applicant, or person in control of a licensee or
applicant; or

(c) Power to exercise directly or indirectly, a controlling
i nfl uence over the nmanagenent or policies of a |licensee or applicant,
or person in control of a licensee or applicant.

(8 "Currency exchange" neans exchanging the noney of one
governnent for noney of another government, or holding oneself out as
able to exchange the nobney of one governnent for noney of another
gover nment . The followng persons are not considered currency
exchangers:

(a) Affiliated businesses that engage in currency exchange for a
busi ness purpose ot her than currency exchange;

(b) A person who provides currency exchange services for a person
acting primarily for a business, comercial, agricultural, or
i nvestment purpose when the currency exchange is incidental to the
transacti on;

SHB 1327. SL p. 2
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(c) A person who deals in coins or a person who deals in noney
whose value is primarily determ ned because it is rare, old, or
col l ectible; and

(d) A person who in the regular course of business chooses to
accept froma custoner the currency of a country other than the United
States in order to conplete the sale of a good or service other than
currency exchange, that may include cash back to the custoner, and does
not otherwise trade in currencies or transmt noney for conpensation or
gai n.

(9) "Currency exchanger" neans a person that is engaged in currency
exchange.

(10) "Director"” neans the director of financial institutions.

(11) "Executive officer" nmeans a president, chairperson of the
executive commttee, chief financial officer, responsible individual,
or other individual who perforns simlar functions.

(12) "Financial institution" means any person doi ng busi ness under
the laws of any state or the United States relating to commerci al
banks, bank holding conpanies, savings banks, savings and | oan
associ ations, trust conpanies, or credit unions.

(13) "Licensee" neans a person |icensed under this chapter.

(14) "Material litigation" neans litigation that according to
generally accepted accounting principles is significant to an
applicant's or a licensee's financial health and would be required to
be disclosed in the applicant's or licensee's annual audited financial
statenents, report to shareholders, or simlar records.

(15) "Mobile |l ocation” neans a vehicle or novable facility where
nmoney services are provided.

(16) "Money" neans a nedium of exchange that is authorized or
adopted by the United States or a foreign government or other
recogni zed nedi um of exchange. "Mney" includes a nonetary unit of
account established by an intergovernnental organization or by
agreenment between two or nore governnents.

(17) "Money services" neans noney transm ssion or currency
exchange.

(18) "Mney transm ssion” neans receiving noney or its equival ent
value to transmt, deliver, or instruct to be delivered the noney or
its equival ent value to another |ocation, inside or outside the United
States, by any neans including but not limted to by wire, facsimle,
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or electronic transfer. "Money transm ssion"” does not include the
provi si on solely of connecti on servi ces to t he i nternet,
t el econmuni cati ons services, or network access. "Money transm ssion”
i ncludes selling, issuing, or acting as an internediary for open |oop
stored val ue ((dewviees)) and paynent instrunments, but not closed |oop
stored val ue ((deviees)).

(19) "Money transmitter” neans a person that is engaged in noney
t ransm ssi on.

(20) "Open |l oop stored value ((dewviee))" nmeans ((a)) stored val ue
((deviee)) redeemable at multiple, unaffiliated nmerchants or service
provi ders, or automated teller nachines.

(21) "CQutstandi ng noney transm ssion” neans the value of all noney
transm ssions reported to the |licensee for which the noney transmtter
has received noney or its equivalent value from the custonmer for
transm ssion, but has not yet conpleted the noney transm ssion by
delivering the noney or nonetary value to the person designated by the
cust omer.

(22) "Paynent instrunent" means a check, draft, noney order, or
traveler's check for the transmssion or paynent of noney or its
equi val ent val ue, whether or not negotiable. "Paynment instrunent" does
not include a credit card voucher, letter of credit, or instrunent that
is redeemabl e by the issuer in goods or services.

(23) "Person" nmeans an individual, corporation, business trust,

estate, trust, partnership, limted liability conpany, association,
joint venture; governnent, governnental subdivision, agency, or
instrumentality; public corporation; or any other |egal or comrerci al
entity.

(24) "Record" nmeans information that is inscribed on a tangible
medium or that is stored in an electronic or other medium and is
retrievable in perceivable form

(25) "Responsible individual” neans an individual who is enpl oyed
by a |l icensee and has princi pal managerial authority over the provision
of noney services by the licensee in this state.

(26) "State" nmeans a state of the United States, the District of
Col unbia, Puerto Rico, the United States Virgin Islands, or any
territory or insular possession subject to the jurisdiction of the
United States.

SHB 1327. SL p. 4
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(27) "Stored value ((dewiee))" nmeans a card or other device that
el ectronically stores or provides access to funds and is available for
maki ng paynents to ot hers.

(28) "Tangible net worth" neans the physical worth of a |icensee,
calculated by taking a |l|icensee's assets and subtracting its
liabilities and its intangible assets, such as copyrights, patents
intellectual property, and goodw || .

(29) "Unsafe or unsound practice" neans a practice or conduct by a
person |icensed to provide noney services, or an authorized del egate of
such a person, which creates the likelihood of material |oss,
i nsolvency, or dissipation of the licensee's assets, or otherw se
materially prejudices the financial condition of the |icensee or the
interests of its custoners.

Sec. 2. RCW19.230.020 and 2010 ¢ 73 s 2 are each anended to read
as follows:

Thi s chapter does not apply to:

(1) The United States or a departnent, agency, or instrunentality
t her eof ;

(2) Money transm ssion by the United States postal service or by a
contractor on behalf of the United States postal service;

(3) A state, county, city, or a departnent, agency, or
instrunmentality thereof;

(4) A financial institution or its subsidiaries, affiliates, and
service corporations, or any office of an international banking
corporation, branch of a foreign bank, or corporation organized
pursuant to the Bank Service Corporation Act (12 U.S.C. Sec. 1861-1867)
or a corporation organi zed under the Edge Act (12 U . S.C. Sec. 611-633);

(5 Electronic funds transfer of governnental benefits for a
federal, state, county, or governnental agency by a contractor on
behal f of the United States or a departnent, agency, or instrunmentality
t her eof or a state or governnental subdi vi si on, agency, or
instrunmentality thereof;

(6) A board of trade designated as a contract market under the
federal Commopdity Exchange Act (7 U S.C. Sec. 1-25) or a person that,
in the ordinary course of business, provides clearance and settl enent
services for a board of trade to the extent of its operation as, or
for, a board of trade;

p. 5 SHB 1327. SL
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(7) A registered futures conm ssion nerchant under the federa
comodities laws to the extent of its operation as such a nerchant;

(8) A person that provides clearance or settlenent services under
a registration as a clearing agency, or an exenption from that
regi stration granted under the federal securities |laws, to the extent
of its operation as such a provider;

(9) An operator of a paynent system only to the extent that it
provi des processing, clearing, or settlenent services, between or anong
persons who are all excluded by this section, in connection with wire
transfers, credit card transactions, debit card transactions, stored-
val ue transactions, automated cl eari nghouse transfers, or simlar funds
transfers;

(10) A person registered as a securities broker-dealer or
i nvest ment advi sor under federal or state securities |aws to the extent
of its operation as such a broker-deal er or investnent advisor;

(11) An insurance conpany, title insurance conpany, or escrow agent
to the extent that such an entity is lawfully authorized to conduct
business in this state as an insurance conpany, title insurance
conpany, or escrow agent and to the extent that they engage in noney
transm ssion or currency exchange as an ancillary service when
conducting insurance, title insurance, or escrow activity;

(12) The issuance, sale, use, redenption, or exchange of closed
| oop stored value ((dewiees)) or of paynent instrunents by a person
| i censed under chapter 31.45 RCW

(13) An attorney, to the extent that the attorney is lawfully
authorized to practice lawin this state and to the extent that the
attorney engages in noney transm ssion or currency exchange as an
ancillary service to the practice of |aw, or

(14) A stored value ((dewiee)) seller or issuer when the funds ((ern
the—deviee)) are covered by federal deposit insurance inmediately upon
sal e or issue.

The director may, at his or her discretion, waive applicability of
the licensing provisions of this chapter when the director determ nes
it necessary to facilitate comrerce and protect consumners. The
director may adopt rules to inplenment this section.

Sec. 3. RCW19.230.040 and 2003 ¢ 287 s 6 are each anended to read
as foll ows:

SHB 1327. SL p. 6
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(1) A person applying for a noney transmtter |icense under this
chapter shall do soin aformand in a mediumprescribed in rule by the
director. The application nust state or contain:

(a) The |l egal nane, business addresses, and residential address, if
applicable, of the applicant and any fictitious or trade nane used by
the applicant in conducting its business;

(b) The legal nanme, residential and business addresses, date of
birth, social security nunber, enploynent history for the five-year
peri od preceding the subm ssion of the application of the applicant's
proposed responsi ble individual, and docunentation that the proposed
responsible individual is a citizen of the United States or has
obtained legal immgration status to work in the United States. I n
addition, the applicant shall provide the fingerprints of the proposed
responsi bl e i ndividual upon the request of the director;

(c) For the ten-year period preceding submssion of the
application, a list of any crimnal convictions of the proposed
responsi bl e individual of the applicant, any material litigation in
whi ch the applicant has been invol ved, and any litigation involving the
proposed responsible individual relating to the provision of noney
servi ces;

(d) A description of any noney services previously provided by the
applicant and the nopney services that the applicant seeks to provide
((+HA—this——state)) to persons in Washi ngton state;

(e) Alist of the applicant’'s proposed authorized del egates and the
| ocations ((+A—this—state)) where the applicant and its authorized
del egates ((propose—+te)) will engage in the provision of noney services
to persons in Washington state on behalf of the |icensee;

(f) Alist of other states in which the applicant is licensed to
engage i n noney transm ssion, or provide other noney services, and any
| i cense revocations, suspensions, restrictions, or other disciplinary
action taken agai nst the applicant in another state;

(g) Alist of any license revocations, suspensions, restrictions,
or other disciplinary action taken agai nst any noney services business
i nvol ving the proposed responsi bl e i ndividual;

(h) Informati on concerning any bankruptcy or receivership
proceedings involving or affecting the applicant or the proposed
responsi bl e individual;

p. 7 SHB 1327. SL
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(1) A sample form of contract for authorized delegates, if
appl i cabl e;

(j) A description of the source of noney and credit to be used by
t he applicant to provide noney services; and

(k) Any other information regarding the background, experience,
character, financial responsibility, and general fitness of the

applicant, the applicant's responsible individual, or authorized
del egates that the director may require in rule.
(2) If an applicant is a corporation, Iimted liability conpany,

partnership, or other entity, the applicant shall also provide:

(a) The date of the applicant's incorporation or formation and
state or country of incorporation or formation;

(b) If applicable, a certificate of good standing fromthe state or
country in which the applicant is incorporated or forned;

(c) A brief description of the structure or organization of the
applicant, including any parent or subsidiary of the applicant, and
whet her any parent or subsidiary is publicly traded;

(d) The | egal nanme, any fictitious or trade nane, all business and
residential addresses, date of birth, social security nunber, and
enpl oynent history in the ten-year period preceding the subm ssion of
the application for each executive officer, board director, or person
t hat has control of the applicant;

(e) If the applicant or its corporate parent is not a publicly
traded entity, the director may request the fingerprints of each
executive officer, board director, or person that has control of the
appl i cant;

(f) Alist of any crimnal convictions, material litigation, and
any litigation related to the provision of noney services, in the ten-
year period preceding the subm ssion of the application in which any
executive officer, board director, or person in control of the
appl i cant has been i nvol ved;

(g) A copy of the applicant's audited financial statenents for the
nost recent fiscal year or, if the applicant is a wholly owned
subsi di ary of another corporation, the nost recent audited consolidated
annual financial statenent of the parent corporation or the applicant's
nost recent audited consolidated annual financial statenent, and in
each case, if available, for the tws-year period preceding the
subm ssion of the application;

SHB 1327. SL p. 8
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(h) A copy of the applicant's unconsolidated financial statenents
for the current fiscal year, whether audited or not, and, if avail able,
for the two-year period preceding the subm ssion of the application;

(1) If the applicant is publicly traded, a copy of the nost recent
report filed with the United States securities and exchange conm ssi on
under section 13 of the federal Securities Exchange Act of 1934 (15
US C Sec. 78m;

(j) I'f the applicant is a wholly owned subsidiary of:

(1) A corporation publicly traded in the United States, a copy of
audited financial statenments for the parent corporation for the nost
recent fiscal year or a copy of the parent corporation's nost recent
report filed under section 13 of the federal Securities Exchange Act of
1934 (15 U.S.C. Sec. 78m; or

(i) A corporation publicly traded outside the United States, a
copy of simlar docunentation filed with the regulator of the parent
corporation's domcile outside the United States;

(k) I'f the applicant has a registered agent in this state, the nane
and address of the applicant's registered agent in this state; and

(1) Any other information that the director may require in rule
regardi ng the applicant, each executive officer, or each board director
to determne the applicant's background, experience, character,
financial responsibility, and general fitness.

(3) A nonrefundable application fee and an initial |icense fee, as
determined in rule by the director, nust acconpany an application for
a license under this chapter. The initial |icense fee nust be refunded

if the application is denied.

(4) As part of or in connectionwth an application for any |icense
under this section, or periodically upon |license renewal, each officer,
director, and owner applicant shall furnish information concerning his
or her identity, including fingerprints for subnmssion_ to the
Washi ngton state patrol or the federal bureau of investigation for a
state and national crimnal history background check, personal history,
experience, business_record, purposes, and_other pertinent facts, as
the director may reasonably require. As part of or in connection with
an application for a license _under this chapter, or periodically upon
license renewal, the director is authorized to receive crimnal history
record information that includes _nonconviction data as defined in RCW
10. 97. 030. The departnent nay_ only dissem nate_nonconviction_data

p. 9 SHB 1327. SL
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obt ai ned under this section to crimnal justice agencies. This section
does not apply to financial institutions requlated under chapters 31.12
and 31.13 RCWand Titles 30, 32, and 33 RCW The requirenents of this
subsection do not apply when the applicant or its corporate parents are
publicly traded entities.

(5) The director nmay wai ve one or nore requirenments ((ef—subseetion
H—er—2y)) of this section or permt an applicant to submt other
information in lieu of the required information.

Sec. 4. RCW19.230.110 and 2010 ¢ 73 s 6 are each anended to read
as follows:

(1) A licensee shall pay an annual assessnent as established in
rule by the director no |ater than the annual assessnent due date or,
if the annual assessnment due date is not a business day, on the next
busi ness day. A licensee shall pay an annual assessnent based on the
previ ous year's Washi ngton dollar volunme of: (a) Money transm ssions;
(b) paynent instrunments; (c) currency exchanges; and (d) stored val ue
sales. The total m ninmum assessnent nust be one thousand dol | ars per
year, and the maxi num assessnent may not exceed one hundred thousand
dol | ars per year

(2) A licensee shall submt an accurate annual report with the
annual assessnent, in aformand in a nmedium prescribed by the director
in rule. The annual report nust state or contain:

(a) If the licensee is a noney transmtter, a copy of the
licensee's nost recent audited annual financial statenment or, if the
licensee is a wholly owned subsi diary of another corporation, the nost
recent audited consolidated annual financial statement of the parent
corporation or the licensee's nost recent audited consolidated annual
financi al statenent;

(b) A description of each material change, as defined in rule by
the director, to information submtted by the licensee inits original
license application which has not been previously reported to the
director on any required report;

(c) If the licensee is a noney transmtter, a list of the
licensee's permssible investnents and a certification that the
| icensee continues to maintain perm ssible investnments according to the
requi renents set forth in RCW19. 230. 200 and 19. 230. 210;

SHB 1327. SL p. 10
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(d) If the licensee is a noney transmtter, proof that the |icensee
continues to maintain adequate security as required by RCW19. 230. 050;
and

(e) Alist of the |ocations ((+Athisstate)) where the |icensee or
an authorized delegate of the licensee engages in or provides noney
services to persons in Washington state

(3) If alicensee does not file an annual report or pay its annual
assessnent by the annual assessnent due date, the director or the
director's designee shall send the |licensee a notice of suspension and
assess the licensee alate fee not to exceed twenty-five percent of the
annual assessnment as established in rule by the director. The
i censee's annual report and paynent of both the annual assessnent and
the late fee nust arrive in the departnent's offices by 5:00 p.m on
the thirtieth day after the assessnent due date or any extension of
time granted by the director, unless that date is not a business day,
in which case the l|licensee's annual report and paynent of both the
annual assessnent and the late fee nust arrive in the departnment's
offices by 5:00 p.m on the next occurring business day. If the
i censee's annual report and paynent of both the annual assessnent and
|ate fee do not arrive by such date, the expiration of the |licensee's
license is effective at 5:00 p.m on the thirtieth day after the
assessnent due date, unless that date is not a business day, in which
case the expiration of the licensee's license is effective at 5:00 p. m
on the next occurring business day. The director, or the director's
designee, may reinstate the license if, within twenty days after its
effective date, the |licensee:

(a) Files the annual report and pays both the annual assessnent and
the late fee; and

(b) Did not engage in or provide noney services during the period
its license was expired.

Sec. 5. RCW19.230.120 and 2003 ¢ 287 s 14 are each anmended to
read as foll ows:

(1) Inthis section, "remt" neans to nake direct paynents of noney
to a licensee or its representative authorized to receive noney or to
deposit noney in a bank in an account specified by the |licensee.

(2) A contract between a licensee and an authorized del egate nust

p. 11 SHB 1327. SL
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require the authorized del egate to operate in full conpliance with this
chapter and the rul es adopted under this chapter.

(3) Neither the |icensee nor an authorized del egate may authori ze
subdel egat es.

(4) An authorized delegate shall remt all noney owng to the
licensee in accordance wth the ternms of the contract between the
i censee and the authorized del egate.

(5) If alicense is suspended or revoked or a |icensee surrenders
its license, the director shall notify all of the |icensee's authorized
del egates ((etthetieensee)) whose nanes are filed with the director,
at _the_ address of record_wth the director, of the suspension
revocation, or surrender and shall publish the name of the |icensee.
An authorized delegate shall imediately cease to provide noney
services as a del egate of the |icensee upon receipt of notice, or after
publication is nmade, that the licensee's |license has been suspended,
revoked, or surrendered.

(6) An authorized delegate may not provide noney services other
than those allowed the licensee under its license. In addition, an
aut hori zed del egate may not provi de noney services outside the scope of
activity perm ssible under the contract between the authorized del egate
and the licensee, except activity in which the authorized del egate is
aut hori zed to engage under RCW19. 230. 030 or 19. 230. 080.

Sec. 6. RCW19.230.150 and 2003 ¢ 287 s 17 are each anmended to
read as foll ows:

(1) Alicensee shall file wth the director within thirty business
days any material changes in information provided in a |icensee's
application as prescribed in rule by the director. |If this information
indicates that the licensee is no longer in conpliance with this
chapter, the director may take any action authorized under this chapter
to ensure that the |icensee operates in conpliance with this chapter.

(2) Alicensee shall file wth the director within forty-five days
after the end of each fiscal quarter a current list of all authorized
del egates ((and—locattons—iA—this—state—where—the—Hecenrsee—oer—an

bile | ) . he L hall I I "
of—each—tocatton—andauthortzed —delegate—operating—at—the—tocatton))
i ncluding the nane, address, and e-mail address, if available, of each
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aut hori zed del egate provi di ng noney services to persons in Washi ngt on.

The licensee shall also file with the director within forty-five days
after the end of each fiscal quarter a current list of all licensee
| ocati ons providing noney services to persons in Washi ngton, including

nobil e locations, which includes the address, and e-mail address_ if
avai lable, of the |licensee.

(3) A licensee shall file a report with the director within one
busi ness day after the |licensee has reason to know of the occurrence of
any of the follow ng events:

(a) The filing of a petition by or against the |licensee, or any
aut hori zed del egate of the |icensee, under the United States Bankruptcy
Code (11 U.S.C. Sec. 101-110) for bankruptcy or reorganization;

(b) The filing of a petition by or against the |licensee, or any
aut hori zed del egate of the |licensee, for receivership, the comencenent
of any other judicial or adm nistrative proceeding for its dissolution
or reorganization, or the making of a general assignment for the
benefit of its creditors;

(c) The commencenent of a proceeding to revoke, suspend, restrict,
or condition its license, or otherwise discipline or sanction the
licensee, in a state or country in which the |icensee engages in
busi ness or is |licensed;

(d) The cancellation or other inpairnment of the |licensee's bond or
ot her security;

(e) A charge or conviction of the licensee or of an executive
officer, responsible individual, board director of the licensee, or
person in control of the |licensee, for a felony; or

(f) A charge or conviction of an authorized del egate for a fel ony.

Sec. 7. RCW 19.230.200 and 2010 ¢ 73 s 9 are each anended to read
as follows:

(1)(a) A noney transmtter |icensee shall maintain, at all tines,
perm ssi bl e investnents that have a nmarket val ue conputed i n accordance
with generally accepted accounting principles of not |ess than the

anmount of the licensee's average outstanding noney transm ssion
[iability.

(b) For the purposes of this section, average outstandi ng noney
transm ssion liability nmans the sum of the daily anmounts of a
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| i censee' s out standi ng noney transm ssi ons, as conputed each day of the
nmont h di vi ded by the nunber of days in the nonth.

(2) The director, with respect to any noney transmtter |icensee,
may limt the extent to which a type of investnent within a class of
perm ssible investnents nay be considered a permssible investnent
except for noney, tinme deposits, savings deposits, demand deposits, and
certificates of deposit issued by a federally insured financial
institution. The director may prescribe in rule, or by order allow,
other types of investnments that the director determnes to have a
safety substantially equivalent to other perm ssible investnents.

Sec. 8. RCW19.230.310 and 2003 ¢ 287 s 33 are each anmended to
read as foll ows:

The director has the authority and adm nistrative discretion to
admnister _and interpret this chapter to fulfill the intent of the

| egislature as expressed in RCW19.230.005. In accordance with chapter

34.05 RCW the director may issue rules under this chapter that are
clearly required to govern the activities of I|icensees and other
persons subject to this chapter.

Passed by the House March 7, 2013.

Passed by the Senate April 15, 2013.

Approved by the Governor May 1, 2013.

Filed in Ofice of Secretary of State May 1, 2013.
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