
Office’ of Thrift Supervision 
Department of the Treasury 

December 14, 1994 

Re : Preemption of Virginia Law Regulating Money 
Order Services of Federal Savings Associations 

seeking confirmation that the Association is 
not subject to the Virginia Money Order Sales Act. For the 
reasons presented below, we conclude that the Money Order Act 
is preempted. 

Background 

You represent that the Association currently issues and 
sells money orders, 
independent 

pursuant to 12 C.F.R. § 545.17, through 
third party agents located in more than 40 

states. Most of these 
institutions or 

agents are small financial 
retail stores. Under the Association*s 

standard operating agreement, the agents receive payment for 
money orders from customers, remit the funds overnight to the 
Association, and issue money order drafts bearing the 
Association’s name that can be negotiated like cashier’s 
checks. 
the 

The Assofiation is responsible for making payment on 
money orders. 
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in situations as this 
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order. 
The Association proposes to enter into a similar money 
agency arrangement with a financial institution or 

retailer located in Virginia. However, the Virginia Money 
Order Sales Act (the “Money Order Act”) provides that no 
person may engage in the business of money transmission in 

the State of Virginia unless such person obtains a money 
order license from the State Corporation Commission. Va. 
Code Ann. 5 6.1-371. An exception is made for savings 
institutions “authorized to do business in the Commonwealth.” 
Va. Code Ann. 5 6.1-371. However, in order to obtain a 
certificate of authorization to do business, an institution 

( “FHLBB” ) , have opined that state laws 
attempting to impose licensing and registration2 re uirements 
on federal savings associations are preempted. % T e courts 

2. E.g., OTS Op. by Williams, April 13, 1993 (state laws 
imposing licensing requirements on federal thrifts or 
requiring their business to be done through subsidiaries are 
preempted); OTS Op. by Williams, November 20, 1992 (state 
laws requiring federal thrifts to register and pay a fee 
before engaging in the mortgage banking business are 
preempted) ; OTS Op. by Chief Counsel, November 30, 1990 
(state statutes, regulations, and policies restricting the 
lending operations of federal thrifts located in other states 
and requiring them to establish subsidiaries and obtain state 
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have reached the same conclusion.3 

For the same reasons set forth in the 
authorities, 

foregoing 
we believe that the Money Order Act has no 

application to federal savings associations. The Association 
is not required to obtain a license or a certificate of 
authorization from the Virginia authorities before conducting 
its money order activities in Virginia. Nor can it be forced 
to operate 
States 

only through subsidiaries or other affiliates. 
cannot 

engaging in 
prohibit federal savings association? f;.rt 

activities authorized by federal law. 
authority to license is the authority to prohibit. 

In reaching the foregoing conclusions, we have relied on 
the factual representations 
and submitted to us. 

contained in the materials you 

and completeness of 
Our conclusions depend on the accuracy 
those representations. Any material 

change in facts from those set forth in your submission could 
result in different conclusions. 
note that our conclusions pertain 

It is also important to 

associations. 
only to federal savings 

Nothing her'ein should be construed as 
exempting the independent agents with whom the Association 
contracts from compliance with applicable Virginia law. 

If you have any questions regarding the foregoing, 
please call Evelyne Bonhomme, 
at (202) 906-7052. 

Counsel (Banking and Finance), 

, 
Karen Solomon 
Deputy Chief Counsel 

(Footnote continued from previous page) 
mortgage bankers 
January 9, 

licenses are preempted); OTS Op. by Katz, 
1990 (Virgin Islands' law requiring federal 

thrifts to obtain a license to do business is preempted); and 
FHLBB Op. 
foreign 

by Goldberg, October 29, 1976 (state law requiring 
corporation registration and disclosure 


