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Taking Advantage of Fintech 
 
Technology continues to transform 
access to financial services and the 
business of banking itself.1 Financial 
technology (“fintech”) companies 
provide the latest banking technology, 
and banks face the option of either 
competing directly with such companies 
or partnering with them to offer 
innovative products and services to 
customers. Partnerships are particularly 
attractive to community banks, which 
may have limited resources to create and 
develop their own technology.2  
 
Regulatory Problems and Risks 
 
For banks that wish to grow, fintech is 
not optional. Nevertheless, banks cannot 
simply throw caution to the wind in the 
name of technology and innovation. 
Bridging the gap between banks and 
fintechs requires an awareness that the 
gap is largely regulatory.  
 
Technology carries an increased risk of 
money laundering, fraud and other 
criminal activity. While banks are 
associated with regulations and risk 
management, fintech companies tend to 
look to the future rather than concerning 
themselves with outdated and 
inadequate regulations. The difference is 
not in itself a negative thing. The ideal 
partnership will provide consumers with 
both new technology and a sense of 

 
1https://www.fdic.gov/news/news/speeches/spj
un2519.pdf 
2https://www.fdic.gov/news/news/speeches/spj
un2519.pdf 
3https://www.cov.com//media/files/corporate/
publications/2018/12/fintech_in_the_united_s
tates_o 
verview.pdf?_ga=2.132967942.940564380.1580
161498-376893045.1580161498 (“Outsourcing 

security in that it is offered by their 
trusted community bank. 
 
To avoid paying large fees and penalties, 
banks need to comply with relevant 
regulations. Banks should treat a fintech 
partnership like any other third-party 
relationship, meaning that they must act 
in accordance with comprehensive third-
party risk management requirements, 
including due diligence, monitoring and 
oversight, and auditing by the bank and 
its regulators.3 Banks maintain a 
responsibility to ensure that the fintech 
company they choose to partner with 
performs its activities in a safe and sound 
manner and in compliance with 
applicable laws.4 Unfortunately, it’s not 
always clear what law is applicable and 
when.  
 

 
 
State Money Transmission Laws 
 
Fintech companies that engage in the act 
of transferring money or value may be 
subject to state statutes licensing money 
transmitters. The problem is that a bank 
wishing to partner with a fintech 

or partnership arrangements between banks and 
their service providers (including FinTech 
entities) are subject to comprehensive third-party 
risk management requirements, including due 
diligence, monitoring and oversight, and auditing 
by the bank and its regulators.”). 
4https://www.occ.gov/news-
issuances/bulletins/2013/bulletin-2013-29.html 
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company may have a difficult time in 
determining whether the fintech 
company is in compliance with the 
relevant law or whether the fintech 
company is even subject to the statutes. 
 
In North Dakota, Chapter 13-09, 
N.D.C.C., governs money transmitters. 
The statutes must be complied with if the 
entity is engaged in money transmission 
and non-exempt.  
 
“Money transmission” is defined as “the 
business of the sale or issuance of 
payment instruments, stored value, or of 
receiving money or monetary value for 
transmission to a location within or 
outside the United States by any and all 
means…”5 It “also includes bill payment 
services not limited to the right to receive 
payment of any claim for another, but 
does not include payment processing 
activities conducted for a merchant 
under an agency relationship.”  
 
Another exemption deals with entities 
specifically designated as exempt—a 
common one is banks. Many states allow 
fintechs acting on behalf of an exempt 
activity (like a bank) to be designated as 
an “authorized delegate” of the bank, 
thereby relieving them of the usual 
licensing requirements. However, ND 
only allows for authorized delegates of 
licensees, not authorized delegates of 
exempt entities. 
 
State Level Legislation 
 
Banks wishing to meet their regulatory 
obligations may be hesitant to enter into 
a fintech partnership due to the 
ambiguous nature of the law. NDBA 
hopes to modernize the current money 
transmitter statutes by re-working the 

 
5 N.D.C.C. § 13-09-02(13).  

statutes to provide clarification to both 
banks and fintech companies. This will 
make it easier for banks to enter into 
certain fintech partnerships with more 
confidence, in turn providing more 
technology to the communities of our 
state. 
 
Conclusion 
 
Many banks are eager to work with 
fintech providers and already do. 
However, ND banks need to ensure that 
they continue to meet their own 
regulatory compliance requirements, 
which includes ensuring that those they 
deal with meet relevant requirements as 
well. Clarifying which laws apply to 
fintechs/specific fintech activity is the 
first step in helping banks meet their own 
requirements.  
 
Resource: Fintech Playbook  
 
The American Bankers Association offers 
a Fintech Playbook, which provides 
further insight about fintech and its 
impact on banking, plus strategies to 
help banks adopt new technologies 
(including how to turn fintech risk into 
an opportunity).  
 
Link: https://www.aba.com/news-
research/references-guides/fintech-
playbook. 
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