
Compass Advisory Notes
Managing Third-Party Relationships 
to Decrease Risk & Maximize Quality

The Compass Advisory Notes are tools to help financial institutions apply CFSI’s Compass 
Principles to achieve excellence in the design and delivery of products. This Advisory Note offers 
recommendations for how to use the Compass Principles to actively manage third-party relationships.

Financial institutions have long worked with third-party partners to manage internal 
operational functions, such as payroll. But the scope and scale of those relationships 
have expanded so dramatically in the past decade that third parties today are 
increasingly managing aspects of direct customer care. This evolution brings many 
benefits, yet allowing third parties direct contact with the customer also exposes 
financial institutions to new risks. When third-party contractors violate regulations, laws, 
or industry best practices, it is the contracting institutions that absorb the damage 
to the bottom line (in the form of settlements and fines) and to their brand. Financial 
institutions have been put on notice, both by regulatory bodies and by their customers: 
they will be held accountable for the actions of their partners.

Proactive companies see an opportunity to redefine how they manage their third-
party relationships, but many are unsure about how to do so effectively. The 
Compass Principles offer a useful framework for this purpose. This tool offers a set of 
recommendations developed out of CFSI’s experience working with financial institutions 
to develop and apply the Compass Principles. In it, CFSI offers guidance and examples 
based on the experience of two financial institutions that used the Compass Principles 
to improve third-party relationship management.

THE RECOMMENDATIONS

Define expectations for third parties, and 
codify them for operational use

Proactive institutions need to define the expectations they have of their partners, and 
formalize those expectations to allow for effective, efficient and transparent use.

ACTIONS >>

•	 Use the four Compass Principles to define in-house expectations for third-party 
providers.

•	 Formalize expectations in a simple evaluation tool to identify when providers 
meet baseline requirements. 

MetaBank
MetaBank consistently ranks 
as one of the top two prepaid 
card issuers in the United 
States. Meta Payment Systems, 
a division of MetaBank, has 
integrated practices from CFSI’s 
Compass Guide to Prepaid 
into its policy and guidelines. 
Program parameters affected 
include, but are not limited to: 
fees, disclosures, and use of 
cardholder information.

Sunrise Banks
Sunrise Banks is a certified 
Community Development 
Financial Institution that 
delivers financial resources to 
small businesses, nonprofits 
and economically challenged 
neighborhoods in the Twin 
Cities of Minneapolis and St. 
Paul. Sunrise Banks also acts 
as an issuing bank for prepaid 
cards nationally. Sunrise Banks 
has integrated the Compass 
Principles into its review process 
for new prepaid card programs 
and for assessing existing 
programs issued by the bank.

THE CASE STUDIES
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The Compass Principles align with how we are trying to guide partners 
in industry-leading best practices. They have given us a way to guide 

product development in the programs we support.”
:: Jennifer Weidenbacher, Senior Product Manager at Meta Payment Systems

The Compass Principles remind us every time we look at a program 
that we have a mission as well as financial goals. Everything Compass 

considers core is in Sunrise’s core.”  
:: Joan Herman, Senior Vice President of Prepaid at Sunrise Banks



Issuing banks like MetaBank manage the money for card 
program managers such as NetSpend. Program managers, 
in turn, manage the relationship with the customer. This 
symbiosis requires clear definitions from the issuer. A 
number of years ago, MetaBank concluded that it needed 
a more overt way to define its expectations. It created a 
Prepaid Card Product Guideline, which defines Meta’s 
standards of excellence. Meta incorporated many of the 
practices defined in CFSI’s Compass Guide to Prepaid as 
“Core Practices” and “Stretch Practices” into its standards 
(see Table 1, page 4). Meta also created differentiated 
standards around product features, allowable fees, and 
disclosures. Where fees or practices fall outside of these 
standards, partners are expected to explain the business 
justification, and outline the strategies they have in place to 
mitigate the resulting risk.

Sunrise Banks began to focus on growth for its prepaid 
card business several years ago. That growth revealed that 
the bank did not have a well-defined standard of quality, 
which made it difficult to evaluate whether new and existing 
program partners were meeting expectations.

Sunrise asked CFSI to help it create a third-party risk 
scoring model based on the Compass Principles. Sunrise’s 
model evaluates programs along two primary axes: 
financial return—which includes considerations of risk—
and alignment with Sunrise’s mission. Under the mission 
category, Sunrise used the Compass Principles to help 

define the features, functions and fee structures it considers 
best practice. That definition allows the bank to generate 
a unique score for each prepaid card program it supports. 
Sunrise only approves programs that score high on financial 
criteria, mission fit, or both, and tries to maintain a balance 
of those factors in its portfolio (see Figure 1).

Neither bank adopted the Compass Principles unchanged. 
Instead, the banks used them as a tool to define their 
priorities and develop their own standards.

Communicate for clear 
action from partners & staff 

Financial institutions that have defined their expectations can 
take the next step of formally communicating expectations 
both with partners and with in-house staff. Such efforts allow 
institutions to address questions, confusion or resistance, 
and ensure that everyone understands how to meet 
expectations.

ACTIONS >>

•	 Promote support for high-quality products in all 
communications; it signals what the institution 
stands for.

•	 Document expectations; internal and external 
audiences will require different approaches.

•	 Conduct one-on-one sessions or formal training 
programs to communicate expectations.

Prior to the launch of its Prepaid Card Product Guideline, 
MetaBank invited program managers to review and 
provide feedback on early drafts as a way to ensure that 
the document provided appropriate clarity to all program 
managers. Meta then launched its Guideline with individual 
delivery to program managers. Introducing the guidelines 
in this way provided multiple opportunities for training and 
communication.

Sunrise Banks has found that communicating about its 
commitment to the Compass Principles serves as an 
ongoing reminder of the bank’s values, and has created 
opportunities to work with like-minded partners. For 
instance, Sunrise is the issuer of the City of Oakland card, a 
municipal identification card that includes optional prepaid 
card features. The City of Oakland approached Sunrise 
about the partnership because it wanted its card to promote 
financial participation and inclusion for users, and felt 
Sunrise’s mission was consistent with that aim.

Communicating with internal constituents is just as 
important. Policies may begin with one group defining 
the guidelines, but they are approved, implemented and 
maintained by a far larger number of people. Sunrise and 
Meta both see consistent application of third-party policies 
because they communicate formally with everyone from 
senior leaders to program-facing personnel about the 
policies and why they matter.
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FIGURE 1: Sunrise’s Third-Party Scoring Model
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One aspect of communicating well involves listening well. 
Meta made it a point to listen and integrate the experience 
of its partners when it defined its best practices around fee 
structures. The bank approached the challenge by taking 
an inventory of the fees charged by the programs currently 
in its portfolio. It supplemented that data with research into 
the regulatory and competitive expectations around fees. 
It created parameters that were consistent with both its in-
house aspirations and with the direction of the market. 

Sunrise also uses the insights from its program managers to 
enhance the features and functions it enables. As partners 
demonstrate a growing interest in features like savings 
purses and online bill pay, for example, Sunrise is updating 
its systems and policies to enable such capabilities. 

Monitor at the front end to 
catch breaches early 

Processes that draw on the Compass Principles to define 
and communicate expectations must have strong ongoing 
governance. Monitoring customer-facing interactions in real-
time and making adjustments quickly allows institutions to 
catch problems early and develop systems to prevent them.

ACTIONS >>

•	 Review compliance procedures to ensure they fit with 
current goals for high-quality products.

•	 Establish review procedures that get as close to the 
source of customer contact as possible.

Meta’s compliance, partner services, and customer service 
teams coordinate their processes to better help partners 
maintain compliance. All three departments monitor different 
pieces of the third-party relationship, stepping in at different 
stages and with different frequency. The partner services 
team evaluates a program when the program manager first 
submits it to the bank. After a program goes live, the partner 
services team continues to work with the program manager 
on daily maintenance, and to help identify and address risk 
issues as they arise. The compliance team then monitors 
at recurring intervals. Customer service team members—a 
separate group—may monitor the program manager’s real 
exchanges with the end customer and offer guidance. This 
multi-departmental collaboration not only lightens the load 
on the compliance group; it also ensures that risk issues are 
not left to grow between reviews.

Meta also performs regular and (at times) recurring training 
for program managers. Meta provides guidelines and 
templates that the partner can use to ensure consistency 
and proper handling of common issues that come up around 
customer service, third-party risk, financial operations, 
information systems, and product management. Training 
sessions give internal and external partners the chance to 
provide feedback so Meta can improve future iterations.

Up the bar to stay ahead 
of the competition

Financial institutions that proactively raise the bar on quality 
define the terms of competition well ahead of regulatory 
requirements, and frequently redefine them as standard 
practice catches up and the innovation threshold moves on.

ACTIONS >>

•	 Leverage the Compass Principles to implement a 
progressively higher-quality competitive standard.

•	 Redefine, recodify and re-communicate as needed.

After a year of using the third-party risk evaluation tool it 
developed with CFSI, Sunrise Banks began evolving its risk 
scoring model to reflect both changes it saw in the market 
as well as its own more mature perspective on what it can 
expect from partners. In this second-generation tool, still 
under development, the bank will give programs separate 
scores for credit risk and strategic risk. Programs can only 
achieve a satisfactory, or “medium,” strategic risk score 
if it includes all “Core Practices” defined in the Compass 
Guide to Prepaid; the bank considers these standard 
practices baseline criteria for high-quality prepaid programs. 
If the Core Practices are not met, Sunrise will rate the 
program “high” on strategic risk and the program will not 
be approved. Programs can improve to achieve a “low” 
strategic risk score by offering any of the “Stretch” and “Next 
Generation” features; these programs will also get a numeric 
score (1-10) to denote how many additional features are 
available in the program.

The Compass Principles are guidelines for the U.S. 
financial services industry. They affirm standards of 
excellence in the design and delivery of basic tools that 
people use to manage their daily financial lives. The four     
Compass Principles are:

1 Embrace Inclusion: Responsibly 
expand access.

2 Build Trust: Develop mutually beneficial 
products that deliver clear and consistent value.

3 Promote Success: Drive positive consumer 
behavior through smart design and communication.

4 Create Opportunity: Provide options for 
upward mobility.

See more at: compassprinciples.com
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Meta also encourages card programs to implement 
functionality that aligns with best practices in the Compass 
Guide to Prepaid. It encourages program managers to 
offer advanced features that benefit the cardholder, but it 
does not require programs to adopt these functions.

Establish clear metrics to 
assess success

What are the goals of the institution and what role do 
partners play in them? What outcomes does the institution 
want from third-party initiatives? Questions such as these 
help identify concrete goals to guide institutional action.

ACTIONS >>

•	 Priorities should measurably align with Compass 
Principles-based goals around quality.

•	 Establish Key Performance Indicators for partnerships 
and initiatives.

Meta set goals for its Regulation E initiative, and defined 
metrics to track both the number of program managers 
that have been trained and the impact of that training on 
the number and nature of disputes. Meta also tracks the 
number of partners offering the functions defined as critical 
in its Guideline. These efforts allow Meta to assess whether 
its efforts to encourage high-quality products are working.

As Sunrise finalizes its second-generation evaluation tool 
and begins to integrate it into its due diligence framework, 
it will similarly identify which metrics it will track to ensure 
program partners are meeting expectations.

CONCLUSION
Financial institutions have a role to play in encouraging 
quality for customers. Proactive institutions can define 
the kind of partners with whom they want to work, and 
set expectations around the level of service, features and 
functionality that are important for success.

The Compass Principles offer structure and guidelines for 
financial institutions to do just that. Sunrise and Meta saw 
where their expectations for program partners needed to 
be more explicit, and developed the tools and practices 
needed to communicate more transparently. As a result, 
they raised the bar on the quality of products they support.

CFSI would like to thank Jennifer Weidenbacher of 
MetaBank, and Joan Herman and Callie Koeniger of 
Sunrise Banks for their contributions to this Advisory Note.

The Compass Principles are supported, in part, by the Ford 
Foundation, the Omidyar Network and the Annie E. Casey 
Foundation. The opinions expressed in this Advisory Note 
are those of CFSI only and do not represent those of our 
funders.
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CORE

Deposit insurance

STRETCH NEXT GENERATION

Options to load, make payments, 
and withdraw cash

Clear disclosures on fees, account 
terms, and privacy policies

Assistance with account access 
and error resolution

Simple pricing with clear, 
customer-friendly options

Proactive guidance on how to use 
the card and reduce fees

Additional customer benefits (e.g. 
rewards programs) 

Customizable text alerts to assist 
w/budgeting, fraud detection, etc. 

Multiple registration options to 
reach a wide range of customers

Multi-channel access to account 
info and transaction functions 

Budgeting and expense tracking 
tools

Linked savings account

Opportunities to leverage positive 
transaction history to build credit 

Links to responsible credit and/or 
overdraft services  

Opt-in options to allow providers 
to suggest useful products

TABLE 1: Summary of Practices from CFSI’s Compass Guide to Prepaid

The Center for Financial Services Innovation (CFSI) is the nation’s authority on consumer financial 
health. CFSI leads a network of financial services innovators committed to building a more robust 
financial services marketplace with higher quality products and services. Through its Compass 
Principles and a lineup of proprietary research, insights and events, CFSI informs, advises, 
and connects members of its network to seed the innovation that will transform the financial 
services landscape. For more on CFSI, go to www.cfsinnovation.com and follow on Twitter at                        
@CFSInnovation.


