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December 30, 2019

Via Electronic Mail and US. Mail

Re: Idaho Money Transmitter License Inquiry Dear

:

The Idaho Department of Finance ("the Department") is in receipt of your
correspondence of August 19, 2019 requesting guidance on the applicability of the Idaho Money
Transmitter Act ("ITMA") to the business plan of
("
").
Based upon the information provided, the Department understands
intends to
offer payroll services to business entities in the United States, including Idaho.
requested an opinion regarding exemption from licensure under the ITMA under four bases
which include:
1.
services are ancillary and incidental to its payroll business;
2.
services are fulfilled by a specific date in the near future and without
involvement of agents;
3.
Services occur only on behalf of U.S. business; and
4.
payment processing services diminish the risk of payroll tax fraud.
Unfortunately, the exemptions identified under the ITMA do not include any of the issues
outlined in your correspondence, nor does the Depaitment view any of those situations as
justification for a no action position by the Depaitment.
To the extent that it is helpful, the statutory exemptions under the ITMA are codified at§
26-2904 of the Act and are as follows:
26-2904. EXEMPTIONS. (1) This chapter shall not apply to:
(a) The United States or any depaitment, agency or instrumentality of the United States;
(b) The United States post office;
(c) The state or any political subdivision of the state; and
(d) Banks, credit unions, savings and loan associations, savings banks or mutual banks
organized under the laws of any state or the United States, provided that they do not issue
or sell payment instruments through authorized delegates who are not banks, credit
unions, savings and loan associations, savings banks or mutual banks; and
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(2) Authorized representatives of a licensee, acting within the scope of authority
conferred by a written contract conforming to the requirements of section 26-2918, Idaho
Code, shall not be required to obtain a license pursuant to this chapter.
The Depa1iment interprets the activity of
defined by the ITMA which requires licensure.

to constitute money transmission as

Should you have any questions, please feel free to contact me at
Jennifer.Biretz@Finance.Idaho.gov or (208) 332-8081 .
Sincerely,

Securities Bureau
Idaho Department of Finance
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August 19, 2019
Via UPS

Idaho Department of Finance
800 Park Blvd, Suite 200
Boise, ID 83 712
-Money Transmitter Application and Request for Exemption

Re:

Dear Idaho Department of Finance:
On behalf of
("
"), we are writing to respectfully request
an exemption from Idaho's money transmission licensing requirement. We believe that
Department of Finance should exempt
money transmission activities from the licensing
requirement because (1) the activities are ancillary and incidental to its payroll business; (2)
payroll orders are fulfilled by a specified date in the near future; (3) the money transmission
occurs only on behalf of U.S. businesses that have been vetted by regulators; and (4)
payroll payment processing services diminish the risk of payroll tax fraud.

I.

money transmission activities are ancillary and incidental to its payroll
business.

primaiy business involves online payroll payment processing services for
business clients, and its money transmission activities are completely ancillary to its payroll
processing activities.
enables small and medium-sized business owners and managers to
easily pay employees and contractors, remit taxes to state and federal authorities, and keep
accurate records of these activities. Additionally,
does not offer money transmission
services on its own, rather any money transmission that occurs is incidental to
provision
of payroll payment processing services. Moreover, the only money transmission activity
performed by
is the delivery of payroll funds on behalf of employers to employees by
deposit into a checking or savings account at the employee's bank.
unique payroll
product represents a significant value to Idaho businesses and employees, and money
transmission activities occur only to the extent necessary to facilitate the payroll payment
processing activities for
business clients.
II.

payroll orders are fulfilled by a specified date in the near future without
involvement of agents.

All payroll orders that
processes are fulfilled by a definite date in the near future,
which significantly reduces risk of unfulfilled obligations towards customers. Specifically, unlike
sellers of checks or other payment instruments,
does not issue instruments that will remain
outstanding for an indefinite period of time. Rather, payroll orders are scheduled to be fulfilled
on a date specified by the subscriber businesses. Additionally,
does not operate through

agents or representatives, and only accepts customers' orders solely over the Internet. Both
factors remove much of the risk associated with individual consumers entrusting funds to a
payroll orders have a
money transmitter or an agent of a money transmitter, since
definite date upon or by which funds will be disbursed, and
does not have to rely on
recouping funds for transmission from various third-party agents.

III.

The money transmission occurs only on behalf of U.S. businesses that have been
vetted by regulators.

Since
only transmits funds within the United States, on behalf of customers whose
identities have been confirmed and vetted, the risk of its platfotm being used for money
laundering is minimal to non-existent. Unlike traditional money transmitters which Idaho's law
was intended to regulate,
does not serve individual "consumers," but instead deals only
with businesses, debiting the full amount of wages and taxes from the subscriber's commercial
bank account after they request a payroll run or contractor payment. Additionally, the money
transmission happens only via Bank Secrecy Act-regulated financial institutions, which further
minimizes any money laundering risks. Furthe1more, several other states, including
home state of California, in recognition of the substantially diminished risks that payment
processors present, have explicitly exempted such entities from their money transmission
licensing requirements.

IV.

payroll payment processing services diminish the risk of payroll tax
fraud.

payroll payment processing services diminish the risk of payroll tax fraud, which
benefits the Idaho tax revenue and Idaho employers. Using a payroll payment processor
diminishes the risk of payroll tax evasion, pyramiding, misclassification of employee status, and
other instances where companies are vulnerable to payroll tax fraud. Additionally, processing
payroll in-house is often difficult for small and medium-sized employers that may lack technical
expertise and resources, and thus fail to pay employment taxes. Allowing payroll payment
processors to operate in Idaho without unnecessary regulatory and licensing burden will
encourage more businesses to rely on payroll payment processors, which in tum will reduce the
risk of payroll tax fraud in Idaho.
We respectfully request that the Department grant
request for an exemption from
Idaho's money transmitter licensing requirement for the reasons set f01th above. Exempting
payroll processing companies such as
from this regulatory regime serves the consumer
interest by providing Idaho small and medium-sized businesses with a greater choice of payroll
providers and allowing their employees to receive accurate and timely wage payments.
We greatly appreciate your consideration. In the event that this request for exemption is
denied, we have prepared the money transmitter application for submission. We would like to
provide more information to you in your review of our application in this letter. One of the
application requirements is that we provide a list of all locations where we intend to conduct a
money transmission business in Idaho, with authorized delegate and applicant-owned locations.

The application also requires that we submit the Uniform Authorized Agent Reporting Program
report. Because we do not have any money transmitter agents, we will submit "no agents to
report" within NMLS.
Additionally, we do not have any authorized delegates. As such, we do not have
information to provide pursuant to your request for a copy of an authorized delegate contract that
will be used for Idaho locations.
Should you have any questions, please do not hesitate to contact me at
by email to
.

Respectfully submitted,

Isl
Lead Counsel, Financial Services

or

