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Fintech Regulatory & Bank-Partner

Readiness Before You Raise

Map the product’s regulatory perimeter, bank/processor responsibilities, AML/KYC and
consumer-compliance ownership, termination dependencies and backup rails before
investors discover the company is one contract away from shutdown.

Fintech founders cannot outsource accountability by saying “our sponsor bank handles
compliance.” Federal bank regulators’ third-party risk guidance requires banks to
manage third-party relationships across a lifecycle, and bank-fintech arrangements
receive specific scrutiny. Your investor-readiness job is to know which regulated entity

performs which function, what the fintech must do, what data/control the bank expects,

and what happens if the relationship ends.

Know what weak and strong look like

WEAK / DILIGENCE

READINESS AREA RISK STRONG / INVESTOR-READY

Regulatory "We are software, so Product flows mapped to money movement, lending, deposits,

perimeter not regulated.” cards, remittance, brokerage/other activities with counsel analysis.

AML/KYC Vendor name listed as Legal/program owner, CIP/KYC/KYB, monitoring/escalation and
compliance strategy. record duties mapped contractually/operationally.

Sponsor bank Logo and launch date Program agreement abstract includes oversight, reserve, audit,
only. approval, termination and transition obligations.

Processors/vendors Single APl assumed Critical functions/data/export/migration lead time and concentration
replaceable. documented.

Backup "We can find another Eligibility, integration scope, data portability and realistic transition

bank.” timeline assessed.



Draw the funds-and-data flow

For every step show consumer/business, fintech, sponsor bank, processor, network, ledger/custodian
and downstream vendor. Mark where money legally sits, who controls instructions, who owns records

and which entity faces the customer.

Build the responsibility matrix

Rows include onboarding, identity/KYB, sanctions, transaction monitoring, suspicious-activity
escalation, disclosures, error resolution, complaints, fraud, chargebacks, record retention,
privacy/security and regulatory reporting. Columns are fintech, bank and vendors. “Shared” requires a
defined handoff.

Abstract the bank agreement as a dependency

Capture launch approval rights, change-management, audit/access, compliance standards, reserves,
economics, minimums, prohibited activities, termination triggers, wind-down support, data rights and

customer communication obligations.

Treat bank-partner readiness like enterprise diligence

Banks are expected to perform due diligence and ongoing monitoring of critical third parties. Maintain
governance, security, financials, policies, audit evidence, complaint metrics and issue-remediation

records that can survive that oversight.

Build a realistic exit plan

A backup partner is not a logo in a pipeline. Document what product changes, certifications, data
migration, card/network changes, customer notices and re-onboarding would be required after

termination.

Run the diligence stress test before investors do

Do not rehearse an answer. Rehearse the evidence. Give yourself a short diligence window and try to
produce the underlying records without rebuilding the story from memory. A clean result is
reproducible, tied to a source system or signed document, and consistent with the numbers elsewhere

in the company.



< Regulatory perimeter: Put the underlying records on screen and prove this standard: Product
flows mapped to money movement, lending, deposits, cards, remittance, brokerage/other
activities with counsel analysis. If the evidence still looks like this weak state—"We are
software, so not regulated.”—record the gap, name an owner and give it a due date instead of
explaining it away.

= AML/KYC: Put the underlying records on screen and prove this standard: Legal/program
owner, CIP/KYC/KYB, monitoring/escalation and record duties mapped
contractually/operationally. If the evidence still looks like this weak state—Vendor name listed
as compliance strategy.—record the gap, name an owner and give it a due date instead of
explaining it away.

- Sponsor bank: Put the underlying records on screen and prove this standard: Program
agreement abstract includes oversight, reserve, audit, approval, termination and transition
obligations. If the evidence still looks like this weak state—Logo and launch date only.—record
the gap, hame an owner and give it a due date instead of explaining it away.

< Processors/vendors: Put the underlying records on screen and prove this standard: Critical
functions/data/export/migration lead time and concentration documented. If the evidence still
looks like this weak state—Single APl assumed replaceable.—record the gap, nhame an owner
and give it a due date instead of explaining it away.

- Backup: Put the underlying records on screen and prove this standard: Eligibility, integration
scope, data portability and realistic transition timeline assessed. If the evidence still looks like
this weak state—"We can find another bank."—record the gap, name an owner and give ita
due date instead of explaining it away.

Do the math investors will do

Create a dependency RTO: for each bank/processor critical function, estimate days to service
interruption after termination, contractual wind-down days, migration lead time and cash reserve
required. If sponsor-bank termination allows 60 days but realistic migration is 180 days, that six-

month gap is a company risk investors need to see managed.

Build the evidence investors can verify

v Regulatory-perimeter memo from qualified counsel

v Funds/data-flow diagram



v Bank/vendor responsibility matrix

v Sponsor-bank/processor contract abstract

v AML/KYC/compliance policies and issue logs appropriate to role
v Complaint/fraud/chargeback metrics

v Critical partner concentration and transition plan

v Security/privacy evidence pack

Questions an investor may ask

? Which activities require licenses or a regulated partner?

? Who owns suspicious-activity escalation and customer complaints?

? Can the sponsor bank terminate for convenience, and what happens next?
? What customer funds/data are portable to a new partner?

? Which compliance obligations sit with you even when a vendor performs the task?

30-day repair sprint

0 Days 1-5: draw product funds/data flow and regulatory questions.
Days 6-10: obtain/refresh qualified regulatory counsel analysis.
Days 11-15: build responsibility matrix and contract abstracts.
Days 16-20: audit bank/vendor oversight evidence.

Days 21-25: model termination/migration scenarios.

Days 26-30: close the top compliance/continuity gaps and publish the investor-ready
regulatory pack.



—— SOURCE DESK

Research behind this guide

Use the primary and authoritative sources below to verify current rules, market
conditions and technical guidance. Terms and regulations can change.

OCC — Interagency Guidance on Third-Party Relationships
FDIC — Bank Arrangements With Third Parties
FinCEN — Customer Due Diligence Rule

OCC — Financial Technology / Bank-Fintech Arrangements

Important: This guide is educational information, not individualized legal, tax, investment, employment,
security or compliance advice. For decisions with material legal or financial consequences, use a qualified
professional who can review your facts.
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https://www.occ.gov/news-issuances/bulletins/2023/bulletin-2023-17.html
https://www.fdic.gov/news/financial-institution-letters/2024/agencies-issue-statement-bank-arrangements-third-parties
https://www.fincen.gov/resources/statutes-and-regulations/cdd-final-rule
https://www.occ.gov/topics/supervision-and-examination/financial-technology/index-financial-technology.html
https://blacktechstartup.com/education/articles/fintech-regulatory-bank-partner-readiness/#share-guide
https://blacktechstartup.com/

