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Re: Follow-Up Comments Regarding Proposed Amendments to WAC 208-690 
implementing the Washington Uniform Money Services Act 

Dear Ms. Fazio: 

On behalf of The Money Services Round Table ("TMSR T") 1, I write to follow up on our 
letter dated April 18, 2018 regarding the draft proposed amendments to the Washington 
Administrative Code ("WAC") implementing the Uniform Money Services Act, Rev. Code 
Wash. Ch. 19.230 et seq. (the "Act"). TMSRT appreciates the opportunity to offer these 
additional comments on the updated proposed draft amendments (the "Updated Proposed 
Rulemaking") that were discussed during the May 2, 2018 conference call held by the 
Department of Financial Institutions (the "DFI"). 

Scope of the Regulations 

TMSRT appreciates the proposed additional amendments in the Updated Proposed 
Rulemaking that would mitigate some repetition of statutory language in the applicable 
WAC rules. As we noted, the scope and breadth of regulations can pose a significant 
compliance challenge for licensees, especially when such rules duplicate provisions of the 
Act. TMSRT believes these proposed revisions will provide additional clarity to licensees. 

1 TMSRT is comprised of the leading non-bank money transmitters RIA Financial Services, Sigue Corporation, 
American Express Travel Related Services Company, Inc., Moneydart Global Services, Inc. and Travelex 
Currency Services Inc., Viamericas Corporation, Western Union Financial Services, Inc., and MoneyGram 
Payment Systems, Inc. These companies offer a variety of funds transmission services including bill payments 
and funds transfers (domestic and international) through retail points of sale, the Internet, and mobile devices, 
as well as the sale and reloading of stored value products and other money transmission services. Each of these 
companies is licensed as a money transmitter in Washington, and is treated as a "Money Services Business" 
under the Bank Secrecy Act, 31 U.S.C. § 5311 et seq., and its implementing regulations, 31 CFR Chapter X. 
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Payment Processor Exemption 

Proposed WAC 208-690-018(3)(c) would restrict the statutory exemption for "payment 
processors," Rev. Code Wash. § 19.230.020(9)(c), to instances in which a person does not 
"hol[d] funds longer than the time period needed to complete a transaction." It is our 
understanding that this provision is intended to cover situations in which an intermediary 
first receives funds on behalf of a merchant or other payee and then subsequently holds the 
funds on its own account for an indeterminate amount of time for future use, or "cashing 
out," by the merchant. If this is indeed the DFI's concern, we would respectfully suggest 
that DFI remove WAC 208-690-018(3)(c) and create a new WAC 208-690-018(4) providing 
that: 

Where a person that meets the requirements in RCW 19.230.020(9) subsequently holds funds 
on its own account on behalf of a payee for an indeterminate amount of time (i.e., until such 
time as the payee provides instructions for the use of or depositing of such funds), such funds 
shall be deemed money received for transmission and regulated accordingly pursuant to 
chapter 19.230 RCW and these rules. 

We believe that this type of provision would clarify that the holding of funds subsequent to 
the consummation of a "payee agency" transaction does not alter the fundamental nature of 
that transaction itself, but rather constitutes separate activity subject to regulation as money 
transmission. In addition, this proposed change would make it clear that a payment processor 
does not have to complete the settlement to the payee in the fastest possible manner to 
qualify for the exemption. Rather, the payment processor can facilitate the settlement in a 
commercially reasonable manner. 

Discretion Regarding Surety Bonds and Audited Financial Statements 

Under proposed WAC 208-690-040(5), "the director may provide an alternative to a bond 
under certain circumstances." Similarly, under proposed WAC 208-690-080(1), the director 
may waive the requirements to "have an audited financial statement prepared annually" for 
"licensees with minimal or no business activity conducted under their license." TMSRT 
understands that these provisions may be intended to provide DFI with flexibility with 
respect to potentially burdensome safety and soundness requirements for new market 
entrants. 

TMSRT agrees that the regulatory requirements facing companies seeking to offer 
innovative financial products and services can be burdensome. TMSRT does not believe, 
however, that certain industry participants should be exempt from regulations of general 
application that are designed to protect consumers. TMSRT believes that all industry 
participants-all of whom seek to offer innovative financial products and services to 
continue meeting consumers' needs-should operate under the same regulatory structure and 
be subject to the same regulatory obligations. In particular, TMSRT is concerned that the 
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regulatory flexibility contemplated by the above-noted provisions could result in lower safety 
and soundness threshold requirements for certain companies. These provisions could thus 
create risks both to consumers and to companies themselves, as companies who are unable to 
meet bonding, net worth, or audited financial statement requirements would logically be 
considered a greater safety and soundness risk than well-capitalized entities with a proven 
track record. Indeed, if any licensees should be able to avail themselves of flexibility with 
respect to the nature and scope of proscriptive (and overlapping2

) safety and soundness 
requirements, it should be well-established licensees that are on strong financial footing, and 
not startups whose future is uncertain. 3 

Data Breach Reporting 

The Updated Proposed Rulemaking would align the timing for the requirement to report data 
breaches, under WAC 208-690-110(12), with the timing requirements for other "material 
changes" (i.e., 30 days). This extension of the timeframe from the originally proposed 10 
days is appreciated. Notwithstanding the foregoing, TSMRT reiterates its concerns that: 
(1) placing a reporting requirement for data breaches in the "material change" section of the 
rules is confusing because a data breach is not a change to a licensee's application; and (2) to 
avoid creating confusion and uncertainty for licensees with respect to what qualifies as a 
repmiable incident under this provision, "data breach" should be defined uniformly 
throughout Washington's laws. We would be happy to speak with you directly about this 
issue if it would be helpful. 

Reports of ''Administrative Action" 

New WAC 208-690-110(6) would require a licensee report to the DFI, as a material change: 

The commencement of an administrative action against the licensee, an executive officer, 
responsible individual, board director, AML compliance officer, principal, or other person in 
control, in any jurisdiction. 

TMSR T incorporates by reference the comments regarding this provision in our April 18 
letter. In addition, as noted in the discussion hosted by the DFI on May 2, this provision is 
extremely broad and will create significant compliance challenges for licensees to the extent 
that it applies to matters outside of the United States. Many Washington money transmitter 
licensees, including TMSRT members, provide money transmission services throughout the 

2 Commentary to the Uniform Money Services Act notes, for example, notes that "some states use net worth as 
part of the safety and soundness mechanisms whereas other states rely on bonding/security and permissible 
investment requirements instead." Of course, to the extent that the DFI determines that a flexible approach is 
appropriate, it should be available to all licensees. 
3 For example, Colorado provides for a process for a licensee to apply for a reduction in its required bond 
amount provided its permissible investments requirements are met. See 3 CCR 701-7 M0-1. 
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world and, accordingly, control persons of the licensee may also be associated with 
subsidiaries or affiliates of the licensee in other countries. Non-U.S. jurisdictions have 
widely varying legal regimes, and these regimes may not track precisely to the U.S. concept 
of an "administrative action." In addition, even if licensees were able to ascertain what types 
of legal matters may trigger this notification provision, those matters would not be germane 
to the safety and soundness of the entity licensed as a money transmitter in Washington. 

In light of the foregoing, as well as the concerns raised in our April 18 letter, TMSRT 
respectfully reiterates that, if this provision is not struck in its entirety, it be amended as 
follows: 

The commencement of an administrative action in the United States against the licensee, an 
executive officer, responsible individual, board director, AML compliance officer, principal, 
or other person in control pertaining to money services business activity in the United 
States, in any jaFisdietion. 

+++ 

On behalf of TMSRT, I thank you for your ongoing engagement and willingness to consider 
the comments provided herein. We would be happy to continue to discuss any of these 
issues with you at your convenience. 

Sincerely, 

~ ,J.~/,d,_ 
Bradley S. Lui 
Counsel to The Money Services Round Table 
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