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“Gizmo”: P2P Payments With a Social Twist
 Free* Digital Wallet:

– Link ACH or debit card
– Free to receive money 

from other users
– Free to send money if 

funded by:
• Gizmo Account
• ACH transfer
• Major Debit Card
• Overnight Cash Out to 

Bank Account
 Transactions broadcast to 

“Transaction Feed”:
– Similar to Facebook or 

Instagram Activity Feeds
– “Find Friends” feature to 

increase social network
– Belief that many payments 

are inherently social
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But “Gizmo” is a money transmitter...
…With Money Transmitter 
Issues:
 MT License Application 

Filed 6.30.11
 MT License Application 

Approved: 3.14.2012
 MT License Issued: 

12.12.12
 Parent Co. applies to gain 

control of “Gizmo”: 
10.11.13

 “Conditions of Approval” 
Issued 12.12.2013

 Received Final Order 
7.21.2014
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Police Power



California DBO Enforcement Authority

Broad 
Enforcement 

Powers 
under CA 
statute:

• DBO may 
direct 
licensee 
pursuant to 
final order “to 
comply with 
law or to 
discontinue 
the unsafe or 
injurious 
practices.”Cal. 
Fin. Code §
2148(b)
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California DBO Enforcement Authority

DBO may revoke or 
suspend license or place 
in receivership if licensee 

(among other things):

•Violates law, regulation, condition of approval, or order; 
•Does not cooperate with DBO; 
•Engages in fraud, intentional misrepresentation;
•Employs person(s) in control who are not fit to provide 

money transmission;
•Engages in unsafe or unsound practices Cal. Fin. Code §

2149(a)(1)-(9)

•Civil Penalties: $1000 per violation, $1000 per day if 
continuing, plus attorney’s fees Cal. Fin. Code § 2151.2

•Criminal Penalties: Felony charges for intentional false 
statement, misrepresentation, false certification, false 
entry, or omits a material entry in records required by 
DBO Cal. Fin. Code § 2151.2
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“Gizmo” Final Order (July 2014)

• Maintain tangible assets of no less than 
$1M/10% of Total Assets (no more than 50% from 
deferred tax assets)

• File formal consumer assistance policy with DBO
• Submit to external BSA/AML/OFAC audit
• Submit monthly financial statements
• Establish “arms-length” inter-company 

transaction policy
• Comply with licensee annual audit requirement
• Establish AML policy, enhance KYC policy
• Designate board-appointed chief compliance 

officer
• Implement SAR compliance system; devote 

additional resources to turnaround of SARs

“Gizmo” 
Ordered to 
Discontinue 

19 
“Unsafe 

Practices” 
including:
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“Gizmo” Final Order (July 2014)

Enhance OFAC 
monitoring and 

detection, 
perform and 
document 

weekly OFAC 
reviews of all 

customers

Correct Call 
Report 

deficiencies:  
“[R]ead and 

follow the 
…Instructions.” 

Implement 
control 

procedures to 
ensure 

accurate 
financial 
reporting; 
minimize 

repeat errors; 
appoint 

individual to 
oversee 
controls

Establish 
procedures for 

acting as 
agent of 
PreCash

Establish daily 
average 

transaction 
liability reports 

(ADTLs) –
“supported by 

transaction 
data” 

(separate 
deficiency)
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“Gizmo” Final Order (July 2014)(cont.) 

Establish 
escheatment 

policy; 
establish 

procedures to 
prevent 

unclaimed 
property from 

being 
claimed as 

business 
income

Establish “vital 
company 
policies” 
regarding 

accounting, 
consumer 
privacy, 

information 
technology, 

etc.

Establish 
“crucial 
business 
plans” 

(succession, 
DR, strategic, 
emergency 

preparedness 
plans)

Improve and 
formalize 
corporate 

governance 
by 

documenting 
corp actions 

in written 
minutes
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Disclaimer

This presentation is a publication of Davis Wright Tremaine LLP. 
Our purpose in making this presentation is to inform our clients 
and friends of recent legal developments.  It is not intended, nor 
should it be used, as a substitute for specific legal advice as legal 
counsel may only be given in response to inquiries regarding 
particular situations. 

Attorney advertising.  Prior results do not guarantee a similar 
outcome.

Davis Wright Tremaine, the D logo, and Defining Success 
Together are registered trademarks of Davis Wright Tremaine LLP.

© 2015 Davis Wright Tremaine LLP 
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Questions?

Andrew Lorentz
Partner, Davis Wright Tremaine LLP
Washington, DC
202.973.4232
AndrewLorentz@dwt.com
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