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Check Cashing
$16,827,082,687 

1.5%

Virtual Currency
$11,537,523,938 

1.0%

Currency Exchange
$4,442,562,953 

0.4%

Money Transmission
$684,323,794,682 

60.2%

Stored Value
$229,340,030,235 

20.2%

Payment Instruments
$189,866,795,565 

16.7%

Total Volume  
$ 1,136,337,790,060 

2017 MONEY SERVICE BUSINESSES
(MSB) DOLLAR VOLUME - NATIONWIDE

Source: National Mortgage Licensing 
System Call Report
Note: Data quality analysis still 
underway

Virtual Currency
• 13 companies reporting
• 1,199,322,011 transactions
• 3 largest companies moved 

93% of funds



ACTION AGAINST FRAUDULENT
CRYPTOCURRENCY ENTITY
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UNIFORM REGULATION OF VIRTUAL
CURRENCY BUSINESS ACT

 Adopted by the National Conference of Commissioners on Uniform 
State Laws in July of 2018.

 Virtual currency is defined as a digital representation of value that is 
used as a medium of exchange, unit of account, or store of value and is 
not legal tender.

 Allows reciprocity agreements between states for licensing.
 Most requirements follow money transmission statutes, i.e. net worth, 

bonding, permissible investments, criminal background checks, and 
examinations.

 Regulatory Sandbox Section - A registration (as opposed to full 
licensing) would be required for the first two years of operations for 
companies with innovative financial services or products. The 
maximum annual volume of activity can not exceed $25,000.
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SANDBOX
CONCEPT



MONEY TRANSMISSION BUSINESSES AND
FINTECH

 Texas Department of Banking (DOB) regulates money transmission 
activities in Texas.

 There has been tremendous evolution in the money transmission 
industry from money orders to wallets on our phones.

 FinTech companies include a variety of businesses including those that 
have products or services related to money transmission.

 Regulatory structure can pose challenges to start-up FinTech companies 
if they want to operate across the U.S. - getting a  license in all 50 states.

 Sandbox programs can provide a means to test innovative products and 
services and learn and adapt from the experience.
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DOB START-UP LICENSE CONCEPT
 Start-up license for three years for companies with innovative financial 

services or products in the money service business arena.

 A sponsor is required for the start-up company which can be a financial 
institution or licensed money service business.  The sponsor would oversee 
the operations of the start-up company.

 The maximum volume of activity would be set by rule.

 Net worth requirement for entry would be lower than a normal money 
service business license as well as waiver of the requirement to have an 
audited financial statement.  These reduced requirements would be 
mitigated by a larger bond (double) to provide consumer protections.

 The sponsor would be responsible for the start-up customer obligations if 
the start-up was unable to fulfill them. 

Presented by the Texas Department of Banking 11



DOB START-UP LICENSE CONCEPT
(CONTINUED)

 Application process would still require background checks and a Bank 
Secrecy Act compliance program and officer.  However, the start-up can 
have a less experienced compliance officer if the sponsor is involved in the 
compliance program.  

 Consumer disclosures would be required.

 The start-up would be subject to examinations.

Presented by the Texas Department of Banking 12



ILLINOIS LEGISLATION HB 5139 FILED
FEBRUARY 2018 – REGULATORY SANDBOX

 New companies with innovative financial services or products could enter 
the market for a 12-month period which can be extended for six months, if 
warranted.

 The industry activities in this bill include banking, money transmission, 
small loan lending, title insurance, and pawn brokers.

 The company would submit an application to join the sandbox which 
describes the financial product or services to be offered.

 The company cannot transact with more than 5,000 Illinois citizens.

 Consumer disclosures would note that the sandbox company is not 
licensed as a money service business.

 The Division of Financial Institutions under the Department of Financial 
and Professional Regulation may inspect the books of the sandbox 
company at any time.
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ARIZONA LEGISLATION HB 2434 FILED
JANUARY 2018 – REGULATORY SANDBOX
 Program administrated by the Arizona Attorney General including 

application reviews, approvals, and determination of records to maintain 
and periodic reporting. 

 Companies with an innovative product or service could enter the market 
for a 24-month period which can be extended one year.   This bill covers 
more than financial services.

 The company would submit an application to join the sandbox which 
describes the innovative product or services to be offered and risks 
consumers could face.

 Cannot transact with more than 10,000 Arizona citizens.

 For money transmission innovations, cannot exceed $25,000 in aggregate 
for any customer.

 Consumer complaints would be directed to the Attorney General.

 This bill was passed by the Arizona legislature in March 2018.
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OTHER SANDBOX INITIATIVES
 Singapore – launched the FinTech and Innovation Group and Financial Sector and 

Technology Innovation Scheme in 2015 to facilitate the use of technology and innovation 
to better manage risks, enhance efficiencies and strengthen competitiveness in the 
financial sector.

 United Kingdom – launched the Bank of England’s FinTech Accelerator in 2016 to work in 
partnership with FinTech firms to enhance central banking.

 Office of the Comptroller of the Currency – launched the Offices of Innovation which 
proposed the special purpose national bank charter for FinTech companies in 2016.  The 
Conference of State Bank Supervisors and the New York State Department of Financial 
Services have challenged the constitutionality of this charter. 

 Consumer Financial Protection Bureau – issued a no-action policy statement in 2016 to 
encourage FinTech companies to reach out to the agency.

 Conference of State Bank Supervisors – announced Vision 2020 in May 2017 which is a 
series of initiatives to modernize state regulation of non-banks, including FinTech firms. 
Vision 2020 provides for a regulatory system that makes supervision more efficient and 
recognizes standards across state lines – actions that will better support start-ups and 
enable national scale while protecting consumers and the financial system.
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CONCLUSIONS
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 FinTech products and services can provide benefits to consumers, such as 
convenience and lower costs.

 Sandbox programs need:

• an established test period;

• definitions for what innovation products and services will include;

• adequate consumer disclosures;

• limits on potential consumer losses;

• anti money laundering programs; 

• safeguards for the protection of consumer personal data; and 

• tailored regulatory supervision.
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