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Financial Services, Insurance & Housing, March 27, 2003

Title: An act relating to licensing and regulating money transmission and currency exchange.

Brief Description: Licensing and regulating money transmission and currency exchange.

Sponsors: House Committee on Financial Institutions & Insurance (originally sponsored by
Representatives Santos, Kenney, Benson, Schual-Berke, Quall, O’Brien, Cooper, Berkey,
Dunshee, Haigh, Morris, Sullivan, Skinner, Miloscia, Veloria, Delvin, Hatfield, Simpson
and Wallace; by request of Department of Financial Institutions).

Brief History:
Committee Activity: Financial Services, Insurance & Housing: 3/27/03 [DP].

SENATE COMMITTEE ON FINANCIAL SERVICES, INSURANCE & HOUSING

Majority Report: Do pass.
Signed by Senators Benton, Chair; Winsley, Vice Chair; Keiser, Prentice, Roach and

Zarelli.

Staff: Joanne Conrad (786-7472)

Background: Money transmission and currency exchange businesses are not currently
licensed or regulated at the state level in Washington. The Department of Financial
Institutions (DFI) is the agency responsible for protecting consumers of financial services, and
maintaining a high level of reliability for the state’s financial system.

Some users of money transmission or currency exchange services have experienced
difficulties, resulting in harm to the consumers of these services. Although the abuses have
not appeared to be massive or widespread, policymakers are concerned with the apparent lack
of consumer protection, especially in the case of vulnerable populations.

In the 2002 legislative session, bills were introduced to regulate money transmitters in
Washington state. When the bills failed to pass, DFI performed extensive outreach to various
interested groups, including many different immigrant groups, to study their concerns about
money transmission. SB 5365 incorporates several changes to accommodate those concerns.

Summary of Bill: The Uniform Money Services Act is created to establish a regulatory
system for money transmission and currency exchange businesses, to ensure that they are not
used for criminal purposes, and to protect the public interest by maintaining the financial
system in the state of Washington.

Two parallel systems of licensure and regulation are established, one for money transmitters
and one for currency exchangers. Both of these "money services" apply for licensure by
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DFI, are subject to extensive investigation as part of the licensing process, and must maintain
certain surety or other security to protect the state and consumers from loss. DFI has the
flexibility to impose a range of bonding requirements and allow for variances in net worth
requirements in the case of small businesses with low risk.

Money transmitters must maintain net worth standards, and both types of money services
must make business and accounting records, and information about material changes and
legal actions available to DFI. Annual reporting and license assessment is required. Fees
are required.

Issuance of a license is conditioned upon many criteria, including financial soundness,
responsibility and the competence and character of the executive officers, responsible
individuals, board directors and persons within the control of the applicant for licensure.
None of these individuals can be listed on the U.S. Department of Treasury/Department of
State list of terrorists and terrorist organizations. Relationships between licensees and their
authorized delegates are spelled out. Money transmitters can only invest in certain categories
and percentage limits of permissible investments.

Due process appeal for license denial is provided. Administrative proceedings for licensees
are in accordance with the Administrative Procedure Act.

DFI has statutory authority to conduct extensive examinations and investigations of licensees
and of others engaged in the business of providing money services. Licensees must provide
DFI with money laundering reports required under federal and state law. DFI’s remedies,
in the case of legally noncompliant licensees, include the ability to suspend or revoke the
license, as well as impose civil penalties, compel restitution, or require other affirmative
actions to comply with the law.

Prohibited practices include "bait and switch" advertising and deceptive or misleading
statements about material terms.

DFI conducts outreach with small business and immigrant communities to provide
understanding of the law and technical assistance during the licensing process.

As with numerous other categories of state licensees, money transmitters are subject to license
suspension if they are not in compliance with child support orders.

Unlicensed persons engaging in money services businesses may be investigated, and may be
subject to civil penalties or an order prohibiting them from doing business. Licensees who
violate the law may also be subject to cease and desist orders, as well as civil and criminal
penalties.

Appropriation: None.

Fiscal Note: Available.

Effective Date: The bill takes effect on October 1, 2003.
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Testimony For: This bill is important, because it provides consumer safeguards. The money
transmission business needs to reliably provide services to immigrant communities.

Testimony Against: None.

Testified: Representative Santos, prime sponsor; Mark Thomson, DFI.

Senate Bill Report SHB 1455- 3 -


