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The Federal Deposit Insurance Corp. is working with banking and financial technology trade associations
to establish an independent standard-setting body that would help certify whether bank service providers

meet federal regulatory guidelines.

The new organization would set baseline standards that would make it easier for banks to evaluate
whether fintechs and other third-party service providers meet risk management standards and to
onboard those firms to internal bank systems, according to a July 21 draft term sheet obtained exclusively

by Bloomberg Law.

The standard-development organization would also certify that third-party firms meet those standards,
though independent assessors would conduct their own reviews to determine compliance, the draft term

sheet said.

The goal is to help banks, particularly community banks, avoid duplicative reviews of the same service
providers while providing regulators and examiners with some baseline assurances about the safety of

those vendors’ offerings, according to the FDIC's outline.
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A uniform standard “would address these inefficiencies by standardizing and certifying common third-
party risk management (TPRM) information that can be assessed once, refreshed over time, and reused by
multiple banks, while preserving each bank’s responsibility for institution-specific risk assessment,
contract decisions, integration, monitoring, and oversight,” the document said.

The latest proposal follows the collapse of bank-fintech middleman Synapse Financial Technologies Inc.
that locked up millions of dollars in customer funds, although talks about creating the standard-setting
body started during the first Trump administration.

The standards would be voluntary, and banks and fintechs wouldn't be punished for electing not to use
them.

At the same time, contracting with a certified fintech wouldn't give banks a safe harbor from supervisory
scrutiny, the FDIC's draft term sheet said.

“Banks remain responsible for safe and sound operation, compliance with applicable law, consumer
protection, ongoing monitoring, and oversight of activities conducted through third parties,” it said.

The FDIC is expected to provide at least some seed funding for the new organization, according to a trade
group email obtained by Bloomberg Law.

The FDIC declined to comment.

Industry Collaboration

The FDIC is collaborating with the American Bankers Association, the Independent Community Bankers of
America, the Bank Policy Institute, the Financial Technology Association, the American Fintech Council,
and the Coalition for Financial Ecosystem Standards, an existing standard-setting body for bank-fintech
partnerships.

“We're glad to work alongside fellow trade associations and federal regulators to ensure this organization
is fit for purpose and aligned with regulators’ safety and soundness goals,” Phil Goldfeder, the AFC's CEO,
said in a statement.

The FTA, ICBA, and ABA declined to comment. The CBA and BPI didn't immediately respond to requests for
comment.

The trade groups have sent out emails to their members gauging interest in the new standard-setting
organization, according to multiple people familiar with the matter who requested anonymity to discuss
the plan.

Independent standard-setting organizations are common in accounting and other industries, and some
bodies issue certifications on cybersecurity compliance, for instance.
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“Fintechs are complicated and there’s so many types of relationships that it absolutely would make sense
for the FDIC to want to create some sort of standard that makes it easier for them to do their job,” said
Todd Phillips, a director at the Klaros Group, a financial services consulting firm, and a former FDIC
official.

The Consumer Financial Protection Bureau also relied on independent standard-setting organizations to
set technical requirements under a Biden-era open banking rule. The CFPB tapped the Financial Data
Exchange to serve as the initial SSO before the Trump administration moved to rescind the 2024
regulation.

Unlike the Biden-era CFPB, the FDIC won't endorse any specific standard-setter or certification, according
to the draft term sheet.

Moving Fast

The FDIC and its industry partners are still in an early planning stage for the new standard-setting body,
holding their first meeting just last week, according to people familiar with the talks, who said they
anticipate another meeting this week.

But the agency is likely to move quickly, particularly since it and other federal banking regulators are
expected to release new third-party risk management guidance in the coming weeks, the people said.

“I'm optimistic that there’s real momentum here,” Sima Gandhi, a CFES co-founder, said. “This is one of
those initiatives that has the potential to lift all boats, for technology, banking, and consumers who will be
able to benefit from more choice and safer products.”

The Office of the Comptroller of the Currency is expected to join the FDIC's effort in the coming days,
people familiar with the matter said. The OCC didn’t respond to a request for comment.

Synapse Failure

The idea for creating a standard-setting organization to evaluate banks’ fintech partners was first floated
by former FDIC Chairman Jelena McWilliams during the first Trump administration, although the specifics
differed, the people familiar with the agency’s plan said.

Talks continued but didn't come to fruition during the Biden administration, they said.

The collapse of banking-as-a-service provider Synapse in April 2024 also focused industry attention on
creating uniform standards, the people said. Synapse's implosion left customers unable to access up to
around $90 million in funds, according to reports by McWilliams, who served as the Chapter 11 trustee in
the company’s bankruptcy.

The CFPB last year agreed to distribute around half of that amount — $46 million — out of its civil penalty
fund to consumers who were unable to recover their money.
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