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June 27. 2002

Re:

Prepaid Debit Card Product

DearM:
On April 17, 2002, you provided this Department with an update of the business model being
pursued by
In coajunction with our review of that correspondence, you later provided a
third-party agency agreement to be used with debit card distribution entities. You also provided a
and
fational Ban1c.
draft copy of the agreement between
As noted in our communication of January 3, 2002, we are of the view that pre-paid debit cards I
cash cards constitute a form of"payment instrument" pursuant to the Idaho Money Transmitters Act.
In that letter, we also communicated our view that the offer and sale of such instmments in or into
Idaho would invoke the licensure requirements of the Idaho Money Transmitters Act.

New Business Model - The new business model presented by
does not alter our view that
pre-paid debit cards/cash cards remain a form of payment instrument as defined under the Idaho
Money Transmitters Act. However, your recent communications provided additional clarity
regarding the mechanics of how these payment instruments would be distributed in Idaho.
Additionally, details were provided regarding the relationships that will exist between INB,
and the point-of-distribution retailers.
It has been represented that the cash/debit cards would be issued by, and a liability of,
Tational
. You have als,o represented that local distributors ofthe cards would become an agent of
~nd an agent of INB. It is presumed that local distributors would not be financial
institutions.
Idaho Code §26-2904 provides a limited number of exemptions from the provisions of the Idaho
Money Transmitters Act. IdahQ Code §26-2904(1)(d) extends an exemption from the statute for
banks and other identified financial institutions, ''provided thllt they do not issue or sell payme11t
instrume1tts thro11glt autltorized delegates who are not banks... "
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Based solely on the facts presented in you letter and related materials, we believe that the debit/cash
card distributors will be conducting a non-exempt money transmission business within the context of
the Idaho Money Transmitters Act. As such, licensure would be required.
As you and I discussed, the local distributors could become individually licensed as money
transmitters, or they might act as an authorized agent of a licensed money transmitter. Here, the local
distributors would be exempt pursuant to Idaho Code §26-2904(2) as they would likely be
"authorized representatives of a licensee, acting within the scope of authority conferred by a written
contract confonning to ... section §26-2918, Idaho Code ... "
Should you have any questions or need additional information, please feel free to contact the
undersigned directly at (208) 332-8080.

Sincerely,

James A. Burns
Idaho Dept. of Finance
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January 3, 2002

Re:

Prepaid Debit Card Product

DearM

Your inquiry of December 18, 2001 seeks to determine what license, if any, might be required to
offer a non-bank prepaid debit card to Idaho residents. As it pertains to the statutes that this
Deparlment administers, we provide the following:

Mo11ey Transmissioll Jss11es
Idaho Code §26-2902(11) defines money transmission as the "sale or issuance of payment
instruments or engaging in the business of receiving money for transmission or the business of
transmitting money within the United States by any and all means ... ".
Idaho Code §26-2902(13) defines payment instrument to include any check, draft, money order, or
other instrument or written order for the transmission or payment of money, sold or issued to one or
more persons.
Based solely on the facts presented in you letter, we are of the view that the debit card product fal ls
within the context of a payment instrument as defined under the ldal1Q Money Transmitters Act As
such, the offer and sale of such instruments in or into Idaho would require Iicensure as a money
transmitter.

Otlter Is.riles In Need Of Co11Sideratiou
The Idaho Bank Act states that "it shall be unlawful for any person to engage in or transact any
banking business" with out the proper authority (Idaho Code §26-202). Further, the Idaho Bank Act
defines "banking business" to include "soliciting, receiving or accepting money or its equivalent on
deposit as a regular business ... " (Idaho Code §26-106).
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Based on your description,
should consider whether the Idaho Bank Act would apply to its
activities. We have forwarded your correspondence to our banking division for their review and
comment.

Conclusion
As noted herein, we are of the view that
will need to obtain an Idaho Money Transmitters
license if they intend to offer the prepaid debit card in or into Idaho. Our money transmission
application, surety bond and related materials can be found on our website at
http ://finance.state.id. us/industry/forms.asp.
Should you have any questions or need additional information, please feel free to contact the
undersigned directly at (208) 332-8080.

Sincerely,

James A. Burns
Idaho Dept. of Finance

