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OCC Begins Accepting Fintech Charter
Applications, Inviting Second Lawsuit

 
By Daniel Bethencourt

The U.S. Treasury Department on Tuesday disclosed its support for a broad array of

initiatives involving technology-centric �nancial services �rms, or �ntechs, but stopped

short of outlining how it planned to implement them.

In a 222-page report, the department endorsed the O�ce of the Comptroller of the

Currency’s special-purpose banking charter for �ntechs as well as a “sandbox” that would

allow the �rms to trial their services on clients without incurring an enforcement action.

The department also advocated for legislation to eliminate any variances in state rules

governing the �rms.

Supporters of a special purpose charter claim the plan would confer legitimacy on �ntechs,

while also explicitly requiring them to comply with the Bank Secrecy Act and other federal

rules as traditional �nancial institutions must do.

The OCC introduced special charters for �ntechs in late-2016 but put the plan on ice after

state regulators, including the New York State Department of Financial Services, or DFS,

claimed in a civil complaint that the federal regulator had infringed on state supervision of

the �rms.



A judge dismissed the lawsuit in May, primarily on the basis that the OCC had yet to issue a

charter by that point. Hours after the report was published Tuesday, federal regulators

said they would begin accepting applications for the charter again.

When asked via email whether DFS would prepare another legal challenge following

renewal of the federal plan, a spokesman for the state regulator told ACAMS

moneylaundering.com that “we’re reviewing our options.”

The regulatory sandbox the Treasury Department envisioned Tuesday would be open to

startups and established �ntechs alike, and involve close coordination between federal

and state regulators, according to the report.

The �ntech industry has �oated the concept of a sandbox in recent years but the idea

remains “extremely di�cult” to implement, Dan Stipano, former deputy chief counsel for

the OCC, said.

“You can say you’re creating a sandbox in a particular area, but what if there’s a problem in

that area of technology that leads to money laundering and terrorist �nancing? … I think a

regulator would be hard pressed not to take action.”

U.S. o�cials also urged state authorities Tuesday to establish a single, uniform system for

licensing money transmitters.

“Treasury recommends that if states are unable to achieve meaningful harmonization

across their licensing and supervisory regimes within three years, Congress should act to

encourage greater uniformity,” the report said.

Under the current system, the �rms must obtain licenses from every state in which they

operate.



Many �ntechs have bene�ted from existing in a gray zone as non-�nancial institutions, a

status that allow them to compete with banks and credit unions in providing speci�c

services while avoiding regulation, Jim Angleton, president of �nancial services �rm Aegis

FS in Miami, said.

The department’s endorsement of a sandbox may appear to signal �exibility but suggests

that federal o�cials will extend the existing regulatory framework to cover �ntechs, he

said.

“This de�nitely is an initial step,” Angleton said. “Fintech is a very broad brush, and the

government hates a broad brush.”


