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This communication is designed to provide you with quick snapshots and timely perspectives on recent regulatory developments.  

 

Guidance on Customer Information Program (CIP) Requirements for Issuers of 
Prepaid Cards 
 
Background  
On March 21, 2016, the Federal Reserve, FDIC, NCUA, OCC, and FinCEN issued an interagency guidance on 
applying Customer Information Program (CIP) requirements to issuers of prepaid cards. This guidance is aimed at 
issuing banks as it relates to the CIP rules of Section 326 of the USA PATRIOT Act for certain prepaid cards. 

Relevancy 
Financial institutions issuing “open-loop” prepaid cards are required to adopt this guidance. Examples of “open-loop” 
cards include cards used by employers to provide wages and pre-tax flexible spending for healthcare expenses.  
Additionally, state, federal and local governments have used these types of prepaid cards to provide benefits as well 
as to distribute tax refunds.  The main features of these cards is that they can be used at multiple locations/vendors 
and can often be reloaded or carry credit/overdraft features so that the user can, for instance, use them much like a 
debit card in the place of cash. 

While these prepaid cards can be purchased at physical locations, such as bank branches, supermarkets and retail 
stores, cards are also available for purchase over the internet.  As such, these cards previously posed risk to the 
issuing banks due to the relative anonymity of the purchaser in addition to, any downstream holders of the cards. 

This guidance is not applicable to “closed-loop” prepaid cards that are only redeemable at a single merchant or service 
provider.  For example, cards purchased at a local pharmacy for use at Amazon.com are exempt from this guidance. 

Recommendations 
According to the guidance, the first thing an issuing financial institution must do is to determine whether or not an 
account is set up that allows the customer to reload the card or will allow the issuer to provide credit or overdraft 
features.  If an account is set up, Customer Identification Program requirements must be applied, including the 
verification of the identity of the account holder. 

In the event that the prepaid card is used for payroll purposes, the employer is considered the financial institution’s 
customer. However, if the employee is able to access credit features or reload the card, then the employee is 
considered the customer of the issuing financial institution and is therefore subject to the CIP requirements. 

If the prepaid card is used for government benefits, as described above, then the recipient is only subject to the CIP 
rule if the recipient has the ability to reload the card or has access to credit through the card. 

If the card is used for health benefits, such as Health Savings Accounts, or Flexible Spending Accounts, the treatment 
differs.  If the Health Savings Account is accessed through the prepaid card, the employee is considered the customer 
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and subject to the CIP rule.  If the Flexible Spending Account is loaded through employer contributions alone, then the 
employer is considered the customer subject to the CIP rule. 

In the event that the issuing financial institution manages their program through the use of third-party vendors, a 
contract should be in place outlining the responsibilities of the vendor to adhere to the issuing financial institution’s CIP 
requirements. 

It is Experis’ opinion that, once the CIP requirements are met and all relevant information is collected, the account 
holder should be subject to OFAC SDN screening to further ensure the participating financial institution also remains in 
compliance with Sanctions laws. 

How Experis can help 

Experis Finance offers industry experience in all aspects of CIP Programs, including: 

 Assessing the adequacy of your organization’s CIP program.  

 Developing line-of-business Customer Information Programs to address unique risks. 

 Assist in the development and/or enhancement of monitoring programs to detect those cards for which the 
guidance applies.  

 Developing and maintaining first-, second- and third-line control and transaction testing.   

Our Risk Advisory Services, and in particular our Financial Crimes Mitigation practice, can evaluate your current 
Customer Information Program in relation to your organization, provide comprehensive recommendations for 
improvement and even help address those recommendations. 

Our team of professionals is experienced in working with clients to address these issues in order to help themavoid 
costly fines and penalties. If you have any questions about or concerns around your implementation of these steps, 
contact an Experis representative at financialservicesindustry@experis.com or visit our website Experis Finance. 


