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SUBJECT

A Motion reaffirming the King County council's support of unbanked money transfer operators and the immigrant communities they serve.

SUMMARY

Proposed Motion 2020-0288 expresses Council support for the East African community in their desires to support their loved ones, and affirms the right for money transfer operators to engage in lawful commerce in a safe manner. 

The Motion calls on the committees of jurisdiction in the state House and Senate to study the issue of bank de-risking and to find a solution that promotes financial inclusion and public safety for immigrant communities. Bank de-risking refers to the practice of financial institutions terminating or restricting business relationships with clients or categories of clients to avoid risk.

The Motion also directs the Council’s government relations staff to work with the legislature to explore actions promoting financial inclusion for County residents and businesses. 

BACKGROUND

Bank de-risking refers to the phenomenon of financial institutions terminating or restricting business relationships with clients or categories of clients to avoid, rather than manage, risk. 

Generally, bank de-risking occurs because banks make the business decision that the cost of compliance with state, national, and international regulatory systems, and the risk of penalties, fines, and sanctions for failure to do so, outweigh the benefit of providing certain types of services to certain business sectors.

Money transfer operators (MTOs) are a specific business sector that has been perceived by financial institutions as high risk, consequently banks are terminating relationships and declining to provide financial services to MTOs. MTOs facilitate the cross-border transfers of funds using either their internal system or access to another cross-border banking network. MTOs generally have wide networks in the sending and receiving countries, often focus on low-value, high-frequency transaction, and those sending or receiving money through an MTO usually don’t need to have a bank account. MTOs are commonly used by immigrant populations who have relatively low rates of financial participation to send money to family who remain in their country of origin (these types of money transfers are called remittances).

International remittances using MTOs typically involve electronic transfers between multiple banks in different countries, and are subject to regulatory processes established to counter money laundering and terrorism funding. Banks facilitating these remittances face increased compliance and risk management costs to navigate the regulatory systems across state, national, and international jurisdictions. Rather than carry the risk and cost of compliance, financial institutions are opting to remove themselves from the situation altogether and terminating certain categories of clients (MTOs) or restricting services they provide, a process known as “de-risking.”

ANALYSIS

Proposed Motion 2020-0288 expresses Council support for the East African community in their desires to support their loved ones, and affirms the right for money transfer operators to engage in lawful commerce in a safe manner. 

The Motion calls on the committees of jurisdiction in the state House and Senate to study the issue of bank de-risking and to find a solution that promotes financial inclusion and public safety for immigrant communities. Lastly, the Motion directs the Council’s government relations staff to work with the legislature to explore actions promoting financial inclusion for County residents and businesses. 
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