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May 17, 2018 

 

 

Via Electronic Mail (sara.rietcheck@dfi.wa.gov) 

 

 

Sara Rietcheck 

Washington Department of Financial Institutions 

Division of Consumer Services 

PO Box 41200 

Olympia, Washington 98504 

 

Re: Comments on Proposed Rule – WAC 208-690 

  19.230 RCW - Uniform Money Services Act 

 

Dear Ms. Rietcheck: 

 

The Surety & Fidelity Association of America (“SFAA”) is a non-profit corporation whose 

member companies collectively write the majority of surety and fidelity bonds in the United States.  

SFAA is a licensed rating or advisory organization in all states and is designated by state insurance 

departments as a statistical agent for the reporting of fidelity and surety experience.  The vast 

majority of bonds that secure licensing and regulatory obligations are provided by SFAA members. 

 

We appreciate the opportunity to submit comments related to the above referenced proposed rule 

and its potential impact on Washington Department of Financial Institutions’ (the “Department”) 

licensee’s ability to obtain commercial surety bonds. 

 

The Uniform Money Services Act (the “Act”) requires “money transmitters” to obtain a surety 

bond pursuant to § 19.230.050.  The Act includes the transmission of virtual currency in the 

activities of money transmission, to wit: 

 

“‘Money transmission’ means receiving money or its equivalent value (equivalent 

value includes virtual currency) to transmit, deliver, or instruct to be delivered the 

money or its equivalent value to another location, inside or outside the United 

States, by any means including, but not limited to, by wire, facsimile, or electronic 

transfer.” 

 

The Act further specifies that the surety bonds obtained by licensed money transmitters “shall run 

to the State of Washington as obligee, and to the benefit of the state and any person or persons 

who suffer loss by reason of a licensee’s … violation of this chapter or the rules adopted under 

this chapter.”  § 19.230.050(2).  Consequently, the surety is being asked to underwrite a risk of 

loss related to virtual currency and potentially denominated in virtual currency.  This could be 

highly problematic, from the surety’s perspective. 
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Virtual currency presents unique risks to money transmitters, because their “values” can fluctuate 

wildly, rapidly, and unpredictably.  In the last six months, Bitcoin, one of the most well-known 

virtual currencies, has traded as high as almost $20,000 and as low as $7,000.  In the last ten days 

alone, Bitcoin has traded in the range of approximately $8,000, plus or minus a thousand dollars.  

While the intrinsic value of Bitcoin is zero, certain “expert” predictions include a price that may 

exceed $200,000 over the next few years.  Moreover, initial coin offerings are launched frequently.  

The volatility of many of these lesser known cryptocurrencies is often even higher.1  Valuation 

risk of this magnitude are not present when transmitting traditional currency. 

 

In addition, virtual currencies present other risks that are not present when dealing with currencies 

that are regulated by a central bank.  Some of these additional risks include: 

 

• Virtual currency is subject to minimal regulation; 

• Virtual currency exchanges and e-wallets are susceptible to cyber-attacks; 

• Virtual currency accounts are not insured by the Federal Deposit Insurance Corporation 

(FDIC), which insures bank deposits up to $250,000; 

• Users in virtual currency will be highly reliant upon unregulated exchanges that may lack 

appropriate internal controls and may be more susceptible to fraud, hacking, and theft 

than regulated financial institutions; 

• Users will have to rely upon the strength of their own computer security systems, as well 

as security systems provided by third parties, to protect their e-wallets from theft. 

 

These are not exposures contemplated in a traditional transmission transaction and they expand 

the surety’s risk. 

 

Clearly, transactions denominated in virtual currency carry with them risks that are difficult to 

quantify or identify, thereby creating ambiguities as to bond coverage.  It is questionable whether 

the exposures noted above would directly involve a licensee’s performance of its obligations under 

the Act.  However, even a technical violation measured in a cryptocurrency’s upmarket would 

compound potential “losses,” potentially leading to a windfall to the person damaged. 

 

Moreover, it could be difficult to determine a simple matter of whether a “loss” has occurred under 

a bond.  For example, assume a money transmitter sent a single Bitcoin from a customer’s wallet 

to a third party.  Before the transmission, the value of the Bitcoin was $8,500.  Due only to market 

fluctuations, the coin after the transmission is priced at $6,000.  Could it be argued that there was 

a “loss” under the bond, merely for the transmission itself?  Uncertainty as to the scope of the 

surety bond obligations will negatively affect the availability of the bond. 

 

Accordingly, the Department’s revisions should clarify the limits of the risk secured by the bond.  

We recommend that the bond not extend to the risks unique to virtual currency, which cannot be 

                                                        
1 https://www.sifrdata.com/cryptocurrency-volatility-index/ 
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quantified or precisely underwritten (such as fluctuation of value).  Likewise, it should be made 

clear that any losses payable under the bond are not denominated in the cryptocurrency itself.  In 

sum, revisions need to be more specific regarding what “loss by reason of a licensee’s … violation 

of the [Act]” means, with respect to transactions involving virtual currency. 

 

Ultimately, if the obligations that the surety is securing (as stated in the condition of the bond) are 

clear, well-defined, and capable of being underwritten, then availability should not be hampered. 

 

We would be happy to discuss this matter further with you if you have any questions.  Thank you 

for your consideration. 

 

 

        Sincerely yours, 

 

 

 

        Devin S. Girardi 

        Surety Analyst 


