Date: [Insert Date]

To: [Insert Name of Bank Executive/Board of Directors]
From: [Insert Name/Department of Risk Management]
Subject: Operational Risk Advisory: Partnership with [Insert Cryptocurrency Exchange Name]

1. Executive Summary

This advisory outlines the operational risk profile associated with the proposed partnership
between [Bank Name] and [Cryptocurrency Exchange Name]. While this partnership offers
strategic growth, it introduces specific risks that require mitigation to protect the bank's
operational integrity and regulatory standing.

2. Key Operational Risk Domains

A. Anti-Money Laundering (AML) and Counter-Terrorist Financing (CTF):
Cryptocurrency transactions may lack traditional transparency. There is a risk of processing
illicit funds if the exchange's "Know Your Customer" (K'YC) protocols are not equivalent to
banking standards.

B. Cybersecurity and Custody:

The digital nature of assets increases exposure to hacking, private key mismanagement, and
technical outages. A security breach at the exchange could result in irreversible loss of assets or
data.

C. Regulatory and Legal Risk:

The regulatory landscape for digital assets is evolving. Shifts in local or international law may
render certain exchange activities non-compliant, leading to legal penalties or forced termination
of services.

D. Liquidity and Settlement Risk:
Volatility in the crypto market may impact the exchange's ability to fulfill fiat withdrawals.
Operational delays in settlement can lead to liquidity mismatches for the bank.

3. Required Mitigation Strategies

e Conduct enhanced due diligence (EDD) on the exchange's internal controls and audit
history.

o Implement real-time transaction monitoring tools specialized in blockchain analysis.

o Establish a clear Service Level Agreement (SLA) regarding system uptime and incident
reporting.

e Require the exchange to maintain comprehensive insurance coverage for digital asset
theft.

4. Recommendation
[Insert Recommendation: e.g., Proceed with caution subject to audit / Delay partnership until
controls are verified.]



Signature:

[Insert Name/Title]
[Insert Department Name]



