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New York DFS Proffers "Transitional" Licensing Solution
By Obrea Poindexter, Jeremy Mandell, and Amanda Mollo
On November 2, 2014, Superintendent Benjamin Lawsky of the New York Department of Financial Services ("NYDFS")
delivered remarks on regulation of virtual currency and Bitcoin at the Money 20/20 conference. As we previously reported,
the NYDFS has proposed a new regulatory scheme to provide for the licensing of businesses engaged in "Virtual
Currency Business Activities" under a "BitLicense" framework.
In his remarks, Superintendent Lawsky reiterated that the NYDFS plans to issue an updated proposed regulation for
public comment before finalizing the BitLicense rule. Superintendent Lawsky also commented on the NYDFS's continued
focus on anti-money laundering, capital standards and consumer protection.
Most notably, Superintendent Lawsky stated that the final rule would likely incorporate the concept of a "Transitional
BitLicense," which would be available to "new or fledgling virtual currency enterprises," with the purpose of reducing the
costs of compliance for small businesses and startups. According to Superintendent Lawsky, the NYDFS may also
develop a small group of examiners that would specialize in the licensing and examination of Transitional BitLicense
holders.
Superintendent Lawsky noted that the NYDFS would consider the following four factors in its decision to grant a business
a Transitional BitLicense:
•

The type of consumer risks associated with the applicant's business;

•

The volume of business and transactions the entity anticipates it will conduct;

•

Whether the entity is registered as a money services business with the Financial Crimes Enforcement Network; and

•

Whether the entity has mitigating risk controls, such as a bond or other insurance, in place.

The Transitional BitLicense concept has been promoted by industry representatives. Although any benefit will ultimately
depend on how the Transitional BitLicense concept is implemented, it is a positive sign that the NYDFS has
acknowledged the need to balance regulation with innovation.
Superintendent Lawsky did not specify a time frame for issuance of the updated proposed regulation, but concluded his
remarks by saying that the NYDFS "expect[s] to have more to say about this Transitional BitLicense in the near future as
we work to put forward our updated virtual currency regulatory framework for a new round of public comments."
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About Morrison & Foerster:
We are Morrison & Foerster—a global firm of exceptional credentials. Our clients include some of the largest financial
institutions, investment banks, Fortune 100, technology and life science companies. We’ve been included on The
American Lawyer’s A-List for 11 straight years, and Fortune named us one of the “100 Best Companies to Work For.” Our
lawyers are committed to achieving innovative and business-minded results for our clients, while preserving the
differences that make us stronger. This is MoFo. Visit us at www.mofo.com.
Because of the generality of this update, the information provided herein may not be applicable in all situations and should
not be acted upon without specific legal advice based on particular situations. Prior results do not guarantee a similar
outcome.

2

© 2014 Morrison & Foerster LLP | mofo.com

Attorney Advertising

