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(“Commissioner”), testifying on behalf of the Department of Commerce and Consumer

Affairs (“DCCA") in strong support of administration bill, Senate Bill No. 1068, S.D. 2,

H.D. 1.

The Money Transmitter Act, Chapter 489D, was passed in 2006, and licensure of

money transmitters has been required since July 1, 2007. The purpose of the law is “to
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establish within the State a licensure system to ensure the safe and sound operation of
money transmission businesses, to ensure that these businesses are not used for
criminal purposes, to promote confidence in the State's financial system, and to protect
the public interest.”” Legislative history indicates that industry regulation was necessary
to prevent: (1) the laundering?® of profits of illegal activities such as drug distribution,
gambling, and prostitution; (2) consumer losses from fraud and unsound business
practices related to wiring money to a location outside the State; and (3) illegal activities
related to terrorism that utilize money transmission®. Prior to enactment of Chapter
489D, Hawaii was one of only five states that did not regulate money transmitters.

Hawaii Statistics from 2012 Renewals by 35 Money Transmitter Licensees

In 2012, after just five years of licensure, the 35 Hawaii licensed money
transmitters and their delegates* transmitted $2.3 billion for their customers, in some

9.6 million money transactions.

"HRS sec. 489D-2.

? By “laundering money,” a money transmitter can make illegally-gained proceeds appear legal. This
typically involves a three-step operation. First, the illegitimate funds are furtively introduced into the
legitimate financial system. Then, the money is moved around to create confusion, sometimes by wiring
or transferring through numerous accounts. Finally, it is integrated into the financial system through
additional transactions until the "dirty money" appears "clean."

7 Senate S. Rep. No. 2904 (2006).

* “Authorized delegate" means an entity designated by the licensee under this chapter to sell or issue
payment instruments or engage in the business of transmitting money on behalf of a licensee. HRS §
489D-4.
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This is the reason for DFI's careful supervision of the industry, whether a money

transmitter has a corporate location or works out of a “mom and pop”

neighborhood store.

This large volume was attained with an average transmission size of just $241.
The relatively small amount per average transmission cannot be overlooked.
Sadly, funds that helped to finance the attacks on the World Trade Center were
moved by money transmissions of $2,000 over a one-month period.

The security device amount required of a Hawaii-licensed money transmitter is
very low, currently just $1,000. At this level, in the event a money transmitter

failed to send the money as requested, only four transmissions of “average” size

would be covered.

HAWAII LICENSED MONEY TRANSMITTERS (“MT”)
(Source: 2012 License Renewal Data)

All MT Licensees

Number of licensed MTs 35

Number of delegates 913

Dollar volume of money transmissions | $2,328,380,367
Number of MT transmissions reported | 9,679,372

Dollar volume divided by #of MTs

$241 each transaction

Hawaii Based Licensees Only

Number of licensed MTs 3
Number of delegates 33
Number of MT transmissions reported | 133,540
Off-Shore Based Licensees Only

Number of licensed MTs 32
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Number delegates 910
Number of MT transmissions reported | 9,545,832

NOTE: 45 licensed money transmitters as of 3/01/13.

Reason for Change of Renewal Fee Calculation

The bill changes the annual renewal fee for money transmitters from a flat fee of
$2,000 plus $300 per delegate, to a scaled fee schedule based on the number of money
transmissions.

e The reason for the change in the annual fees is to create parity and recognize
that large and complex companies who transmit more money for consumers
pose a higher risk and will take additional time to supervise and regulate.

e This results in companies with more money transmissions paying more than
those with a small number of money transmissions.

Under the fee schedule in the H.D. 1:
¢ Typically, the higher fees will be paid by internet and off-shore companies which
have many delegates. The fee is capped at $20,000.

e The small companies that transmit 5,000 or fewer money transmissions will see
their fee drop from $5,000 to $3,000.

e For the “average” transmission size of $241, this is just a 10 cent difference per

transmission.
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