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Department Overview

% Established in 1905 by the 29t Legislature
% Rich tradition of professional and sound regulation

% Agency responsible for all direct and indirect costs; no cost to
General Revenue Fund. Granted Self-Directed, Semi-Independent
status by the 815t Legislature

" Practices and promotes fiscal responsibility

% Reports to the Finance Commission of Texas, an eleven-member
board appointed by the Governor
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Profile of Regulated Entities

Total Assets

Regulated Entities Number of Entities -
($ millions)

As of March 31, 2026

Commercial Banks 196 $349,631
. 17 nonexempt

Trust C 219,17

rust Companies 23 Exempt $219,170
4 FBAs
Foreign Bank Agencies 3 FBBs $128,859
20 representative offices

Money Services Businesses 197 $618,104

Prepaid Funeral Contract 373 $5 363

Sellers

Perpetual Care Cemeteries 245 $526

Check Verification Entities* 2 NA
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Department Oversight of Money Services

Businesses (MSBs)

Two Types of Texas MSB Licenses

% Currency Exchange (CEX) — exchanging the currency of one
government and exchanging it for the currency of another
government

% Money Transmission (MT) means "(i) selling or issuing payment
instruments to a person located in this state; (ii) selling or issuing
stored value to a person located in this state; or (iii) receiving
money for money transmission services from a person located in
this state." (Tex. Fin. Code 152.003(22))

Total MSB Annualized Texas Transaction Volume of $440 Billion as of
March 31, 2026
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Department Oversight of Money

Transmission Activities

What is money or monetary value?

"Money or monetary value" is defined as "currency or a claim that can
be converted into currency through a financial institution, electronic
payments network, or other formal or informal payment system" and
includes stablecoin that is “(A) Pegged to a sovereign currency, (B) is
fully backed by assets held in reserve; and (C) grants a holder of

the stablecoin the right to redeem the stablecoin for sovereign
currency from the issuer.” (Tex. Fin. Code 152.003(19))

% The Department generally does not regulate activity involving
cryptocurrencies such as Bitcoin because it does fall under the definitions of
money or monetary value.

% The exception is fiat-backed stablecoins that have the characteristics
identified in the definition above. Stablecoin transactions requiring a Texas
money transmission license include but are not limited to the transfer of
stablecoins involving third-parties, exchanging of stablecoins for fiat currency,

utilizing stablecoins for payments, and holding stablecoins in a digital wallet.
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Examples of Money Services Business

Activities

Money Transmission
(i.e., Western Union,
MoneyGram)

FinTech Payments

(i.e., Square, Stripe) Payroll

Stored Value Products Digital Wallet

(i.e., NetSpend, open- (i.e., PayPal, Cash App,
loop gift cards) mobile applications)

Currency Exchange
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Department Examination Scope

* Applicable MSB State and Federal Regulations
= Chapter 152 and Chapter 160 of Texas Finance Code (TFC), and Chapter
33 of the Texas Administrative Code

» Chapter 152 of TFC is the primary MSB Texas regulation also
referred to as the Texas Model Money Transmission Modernization
Act (Model Law) became effective September 1, 2023

— Enhanced licensing and regulatory requirements

— Established common regulatory baseline to promote stronger
multi-state supervision

— Strengthened the safety and soundness of MT licensees —

common permissible investment and tangible net worth
requirements

= Title 31, Code of Federal Regulations (CFR), Chapter X, USA Patriot Act
(BSA/AML)

= Title 12, CFR, Part 500, USA Patriot Act - The Office of Foreign Assets
Control (OFAC)

= The Gramm-Leach-Bliley Act (GLBA)
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Department Examination Scope (Cont.)

% Department analyzes MSB’s ownership and organizational
structures for OFAC compliance

= Supervisory Memorandum 1035 Licensing of Foreign-Located
Money Transmitters Under Chapter 152 of TFC

% Test procedures and systems to ensure MSBs properly identify and
restrict prohibited transactions as required by:

= Geographic Sanctions — prohibitions on exporting goods or
services to certain locations or persons in those areas

= List Based Sanctions — prohibit transactions with designated
persons (require blocking of transactions and freezing accounts)

= Activity Based Sanctions — prohibit certain services /
transactions

* Financial condition and permissible investment requirements
% Information technology systems and security
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Department Examination Scope (Cont.)

% Assess MSB’s compliance with BSA/AML regulations

=  Ensure MSBs comply with Financial Crimes Enforcement Network
(FiInCEN) regulations

= Verify the implementation of an effective risk-based program

= Review the BSA/AML Program to ensure it meets all requirements,

including having an independent review and designated Compliance
Officer

* Department ensures MSBs have adequate Know Your Customer and Due
Diligence procedures for customers

® Transaction database must be provided to Department for testing

= Assess the use of automated systems such as blockchain analytics in
BSA/AML and sanctions compliance

= Assess MSB’s BSA/AML reporting process and verify compliance with
FinCEN reporting requirements such as Suspicious Activity Report (SAR)
and Currency Transaction Report (CTR) filings .
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Department Examination Scope (Cont.)

% MSBs can provide its services through branches or authorized delegates (agents)

=  Branches are MSB owned locations

Agents are independent entities that enter into contractual agreement with an MSB
to provide its services

» Reviewed for onboarding and ongoing monitoring procedures

» Each MSB, whether agent or principal MSB, is responsible for compliance with
BSA regulations

Both independently responsible for implementation of BSA requirements

» Agent list must be prepared and completed on an annual basis per CFR
regulations.

» Agent list must also be submitted to the Department on a quarterly basis (Tex.
Fin. Code 152.204)

Department conducts onsite agent reviews based on risk profile analysis

» Supervisory Memorandum 1040 Recommended File Documentation for Money
Services Business License Holders that Conduct Business through Authorized
Delegates, Foreign Agents and Counterparties, and Gateway Agents
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Coordination with Other State and Federal Agencies

4&2

» Coordinate examinations and enforcement actions nationwide
with other state and federal regulators

= Off-site monitoring of key metrics and coordinate regulatory
actions

= State Securities Regulators, State Attorney Generals, Federal
Agencies (FinCEN)

% Education and Outreach Through

= Conference of State Bank Supervisors (CSBS)

= Money Transmitter Regulators Association (MTRA)
% Collaborate with Law Enforcement Agencies

= U.S. Department of Justice

= U.S. Homeland Security
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Cryptocurrency Kiosks (BATMs)

* The Department does not regulate two party transactions
involving the exchange of fiat currency for non-stablecoin
cryptocurrencies.

% BATMs that allow fiat-backed stablecoins and/or involves a third
party (e.g., transferring fiat currency to an exchange platform)
are subject to Chapter 152 regulations.

% Two bills proposing a regulatory regime for cryptocurrency kiosks
were filed in the 89th Legislative Session. While neither bill was
ultimately enacted, the Department was prepared to supervise
and regulate the activity as required.

= |f a similar bill is filed in the upcoming session, the
Department will be prepared to regulate cryptocurrency
kiosks in Texas.
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