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Introduction

Regulatory compliance has become one of the most pressing concerns for financial institutions in the USA,
given the rapid shifts in technology and legal oversight. What was once a predictable and manageable set of
obligations from the government is now growing into a complex mess of requirements issued by federal
agencies, state regulators, and industry-specific oversight bodies. From the Consumer Financial Protection
Bureau (CFPB) and Federal Reserve to state-level financial departments and data privacy laws, the volume
and diversity of rules have increased to a point where keeping up can put significant strain on
organizational resources.

This growing complexity is the result of two main factors: an increase in the number of regulations and the
manner in which those regulations are delivered, interpreted, and enforced by businesses. Laws evolve in
response to political shifts, economic crises, and technological innovation, followed by regulators updating
their expectations. Institutions are expected to understand and implement guidance in a way that aligns
with their unique operations, risk profiles, and jurisdictions. For mid-sized Fls and regional banks or credit
unions, this can create a burden that often exceeds the capabilities of traditional tools and team sizes.

The reality is that many compliance programs are still rooted in manual processes where teams of experts
read through lengthy regulatory updates, cross-reference internal documents, email clarifications, and hold
meetings to interpret gray areas. These efforts are valuable, but they are difficult to scale. When the next
round of regulatory changes arrives—as it always does, given the current political climate in the
country—organizations are forced to repeat the same time-consuming cycle, often with limited visibility into
how changes impact policies, controls, and procedures already in place.

In this environment, speed matters. So does precision. What banks and financial institutions need is the
ability to rapidly understand what a new regulation means, how it applies, and what steps are required to
address it to ensure maximum compliance and clarity.

Advanced, powerful Al tools offer a practical response to the volume and velocity of modern compliance
demands. Specifically, Al systems purpose-built for regulatory compliance can reduce the friction Fls face in
regulatory interpretation and decision-making. These systems can help identify relevant regulations,
analyze institutional documents, and provide consistent, quick, and reliable answers.

In this white paper, we'll examine the key challenges that financial institutions face in navigating regulatory
complexity. We'll explore how dedicated Al tools can help overcome these challenges in ways that are
reliable, secure, and institution-specific. We'll examine Kaia, the Al regulatory companion by 360factors,
which provides domain expertise and context-aware intelligence directly to compliance teams, eliminating
the need for additional infrastructure or technical overhead.
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Challenges in Navigating a Complex, High-Stakes
Regulatory Landscape

The modern BFSI environment has become increasingly complex, with rules evolving unpredictably,
enforcement intensifying, and risks rising at unforeseen levels. Regulatory complexity is expanding into new
domains, including climate, consumer data, and emerging technologies. The result is that compliance teams
must juggle more responsibilities and act faster with fewer resources. Here, we break down the core
challenges organizations face.
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Increasing Regulations Across Jurisdictions

Despite claims to the contrary, regulatory oversight for the financial sector is expanding under the new US
administration. According to KPMG’s 2025 regulatory outlook, institutions will be grappling with
“overlapping regulatory mandates across federal, state, and even international domains,” from anti-money
laundering and climate stress testing to consumer privacy and operational resilience requirements. Many of
these mandates apply differently—or not at all—depending on geography, asset class, or business line!
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Take, for instance, changes to enhanced supplemental leverage ratio (eSLR) rules proposed by the Fed,
OCC, and FDIC—making demands on large U.S. banks that simply didn’t exist a generation ago. Smaller
institutions are also impacted by state-level consumer protection laws, data breach notifications, and ESG
reporting obligations that don’t align neatly with federal rules.

This patchwork invites inconsistency and confusion. One institution may comply with an OCC directive
today, only to find that its state regulator expects an entirely different interpretation tomorrow. Compliance
teams may be left scrambling to harmonize competing demands—often in real time.

Resource Constraints in Compliance Teams

Market surveys show that regulatory complexity isn’'t matched by proportional investment in compliance
teams. Deloitte reports that despite intensifying enforcement in 2025, many institution§ continue to
operate with flat or reduced compliance headcount—and pressure to do more with less.

This leaves compliance professionals stretched thin. They must simultaneously monitor rulemaking from
regulators like the CFPB, FDIC, and SEC; review internal policies; onboard new hires; conduct risk
assessments; and support audits. Any of these demands can generate burnout, fatigue, and errors.

This resource crunch becomes particularly critical when/if regulatory scrutiny intensifies. For instance, eSLR
proposals and capital requirement changes often hinge on granular interpretation that’s labor-intensive to
unpack — a burden that few midsize firms can bear without external support.

Manual Research Is Time-Consuming

Today, regulatory research involves manual searches through lengthy PDFs, legal databases, and regulator
websites—then cross-referencing internal documents to patch together obligations. This process can
stretch into weeks, with critical updates slipping through the cracks.

This problem is faced by hundreds of banks and credit unions across the country. Market surveys show that
despite increasing governance demands, many compliance teams still rely on manual workflows and legacy
tools—not agile, data-driven systems.

By the time a regulatory requirement is identified, analyzed, and a policy document updated, weeks or
months may have passed. And worse, there’s little way to prove that the interpretation was accurate or
timely. When regulators follow up, teams must scramble to retrace their steps: which version of the rule
was used? Who made the call? And how was that information communicated? All this information could be
missing if not adequately tracked.
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Delayed Response to Regulatory Changes

Regulatory shifts and emerging challenges (such as Al risk frameworks, crypto guidance, or consumer duty)
necessitate timely responses to regulatory changes. Deloitte’s 2025 regulatory outlook highlights how
enforcement has hardened. Regulators are not only issuing guidance but following up with real
consequences. With a tighter supervisory focus, institutions without rapid-response processes are at risk of
penalties, reputation damage, and operational disruption.

Banks with agile change-management programs can identify, assess, and implement rule changes in a few
weeks. Those who drag their feet for months fall out of compliance in the interim, increasing their
enforcement exposure.

Siloed Knowledge and Institutional Memory Loss

For many organizations, regulatory know-how resides in the heads of a few seasoned experts. When those
individuals retire, switch jobs, or become preoccupied with urgent tasks, institutional memory vanishes with
them.

Compliance teams often recreate policies and past interpretations from scratch rather than mine existing
artifacts. Worse, history can repeat itself: the same debate arises again, wasting time and causing internal
frustration. High turnover in compliance is a universal challenge—and without a robust knowledge base,
even low staff churn can have a negative impact.

High Risk of Errors and Non-Compliance
Manual interpretation of dense regulatory text always comes with risk. Even skilled compliance

professionals can miss an update, misinterpret language, or fail to connect dots across disparate rules.

The cost of such mistakes is steep. In 2023, U.S. regulators issued more than $6 billion in financial penal-
ties, many tied to interpretive errors or missed deadlines. For financial institutions, such missteps can
trigger resource-intensive follow-up actions, negative publicity, and loss of stakeholder trust.

Lack of Real-Time Access to Expert Guidance

Many small and mid-sized institutions cannot afford internal legal experts or on-call consultants, and even
those that can afford them may prefer not to use expensive resources for basic regulatory insights.

To overcome this, many firms rely on intermittent legal counsel rather than embedded, real-time expertise.
This translates into slower decision cycles and fractured communications. A team member asks a question,
an email is sent to the expert, and then they wait for replies—it's a procedural bottleneck.
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Inefficient Document Analysis Workflows

Alignment between internal policies, cross-functional procedures, and external regulations is critical, yet
processes can vary wildly across institutions.

Some rely on spreadsheets to track obligations; others dump documents into shared folders with minimal
version control. Many organizations wrestle with who is responsible for which action: IT, legal, audit, or
operations. The result? Confusion, duplicated work, and delayed compliance.

In case of highly impactful events — such as new environmental-risk mandates or operational resilience
testing — gaps can widen, causing confusion. Each of these increases the risk and cost of regulatory
intervention.

Inability to Contextualize Regulations for Institution-Specific
Needs

Not all regulations apply equally to every business. What matters for a community bank in the Midwest may
differ significantly from what matters for a credit union across dozens of states. Institution size, customer
segments, product lines, and local jurisdiction all shape compliance relevance.

Yet tools and interpretations are often based on “generic” analysis—leaving institutions to adjust on their
own. This requires internal expertise to interpret what parts of a statute apply and how tightly. It's no
surprise that many businesses end up over-compliant (wasting resources) or under-compliant (taking
unrecognized risk).

Fragmented Tools and Lack of Al Integration

Today’s compliance tech stacks are an eclectic hodgepodge. Repositories host documents. Spreadsheets
track tasks. Legal databases hold reference rules. Legacy systems show transaction logs. Rarely do these
systems talk or connect, let alone apply any Al intelligence.

The few Al pilots many institutions have launched often remain isolated experiments—never integrated into

day-to-day compliance workflows. Deloitte outlines this phenomenon in its 2025 tech trends overview:
while Al adoption is accelerating, most deployments remain siloed and superficial.

Copyright 360factors, Inc. All Rights Reserved.
3o6@factors


https://www.360factors.com/

The Potential of Al-Powered Regulatory Intelligence
Solutions

Regulatory complexity will only grow in the coming years, shaped by continuous updates, jurisdictional
divergence, and expanding mandates. Compliance teams will need to take a more agile and scalable
approach.

Unlike traditional methods, purpose-built Al solutions can deliver speed, consistency, and contextual insight
across regulatory domains. The following illustrates how Al brings tangible transformation to compliance.

Risk Automated Data

Mitigation . Collection
Potential of
Al-Powered

Al-Based Compliance
Intelligence
Enhanced Compliance 36@factors On-Demand
Accuracy Expertise
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Why an Al-Powered Approach Can Succeed through
Automation

Al’s unique value lies in automating the collection and interpretation of vast regulatory content. It can
process new rules within seconds, identifying affected business areas and synthesizing relevant excerpts, all
without the need for manual review.

The PwC’s 2025 Global Compliance Survey found that 49% of organizations now use technology for 11 or
more compliance activities, with training (82%), risk assessment (76%), and compliance/transaction
monitoring (75%) among the most automated activities. The biggest tell-tale sign of this shift to Al is that
82% of companies plan to increase investment in technology to automate compliance processes.
Organizations that have already leveraged technology reported tangible benefits. The survey shows that
64% of respondents had higher risk visibility, 53% cited faster issue identification, 48% noted reporting
improvement, and 43% pointed to productivity gains and cost savings.

Meanwhile, 71% believe that Al will have a net positive impact on compliance, while 46% are already
piloting Al for data and predictive analytics, and 36% for fraud detection. These statistics confirm that
compliance professionals aren’t merely experimenting—they’re progressing toward meaningful technology
adoption."

The Promise of Artificial Intelligence in Compliance
Interpretation

One of Al’s core strengths is understanding and interpreting natural language, which is critical when the
legal language is dense, ambiguous, and frequently updated. Al can semantically analyze regulatory
provisions and link them to an organization’s internal controls or practices. This leads to faster, more
consistent, and auditable results, reducing reliance on individual judgment or siloed interpretation
pathways.

According to KPMG's regulatory survey 2025, the volume and complexity of regulations are projected to hit
7.2/10 and 7.5/10, reflecting intense pressure and fragmentation across federal, state, and global bodies.
Al-powered platforms are inherently designed to process this level of regulatory load, translating raw text
into comprehension and insight at scale.
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On-Demand Expertise Without Delay or Guesswork

A key advantage of compliance Al is instant access to regulatory insight across departments and
geographies. Rather than depending on internal subject-matter experts or external counsel, end users can
ask Al-tailored questions and receive responses informed by legal nuance and tailored to the institutional
context.

For example, if a proposed Al governance regulation emerges at the state level, an Al system trained on
these regulations can instantly evaluate how it intersects with existing federal guidance, cross-reference
internal vendor policies, and surface action points. That speed eliminates traditional bottlenecks and
reduces dependency on time-bound expert consultations.

Enhancing Compliance Accuracy, Efficiency, and
Responsiveness

Al speeds up compliance and makes it more rigorous. Advanced Al tools can quickly flag inconsistencies,
outdated policies, and regulatory overlaps when prompted, while facilitating version-controlled
repositories. Audit trails become more accurate, and assessments can be timestamped, contextualized, and
traceable.

Experts anticipate 2025 as the year of regulatory shift to Al, driven by federal-state divergence, changing
agency leadership, and new priorities around Al, cybersecurity, and financial crime. Al platforms designed
to support compliance functions are better suited to make these shifts, reveal jurisdictional inconsistencies,
and support internal policy alignment, even as compliance mandates evolve.

Data Privacy and Security: A Non-Negotiable Requirement

For Al to be trusted in compliance, data governance and privacy must be paramount. Best-in-class Al
solutions enforce:

> Role-based access and audit logging
> Encryption of data at rest and in transit
> Institutional isolation—no cross-client data training

> Full control over retention and deletion of client content

This architecture ensures sensitive internal data remains secure and disconnects user queries from any
external training pipelines.
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Mitigating Emerging Domains of Risk

Regulatory scope now includes areas beyond classical financial risk: climate disclosures, ESG, Al ethics,
third-party oversight, and cyber resilience. Institutions must map these emerging regimes across state- and
federal-level requirements.

KPMG identifies emerging focus areas such as trusted Al systems, cybersecurity, fraud, financial crime, and
operational resilience—all demanding specialized, technology-enabled monitoring. Al platforms trained on
regulatory taxonomy can pre-flag these domains, offering institutions proactive insight on evolving rules
before manual tracking catches up.

Summarizing the Value Leap

Business Challenge Al-Powered Capability

Near real-time ingestion, classification, and

Exploding reglilatory volume and divergence tracking of both federal and state rules

Manual document review and policy Instant cross-referencing across internal

alignment

Latency in consulting and expert
interpretation

Fragmented compliance tools and audit
gaps

Emerging risk domains (e.g., ESG, Al, cyber,
third-party)

Reliance on consultants and inefficiencies

documents with version traceability

On-demand regulatory insight mapped to
institutional specifics

Centralized platform with automated
workflows and audit trails

Pre-trained specialized models to surface
and prioritize new regulatory focus

Self-service access reduces external costs
and increases internal capability
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Ask Kaia - The Al Compliance Expert

With the growing need for fast, accurate, and contextual regulatory intelligence, Ask Kaia is the ideal
purpose-built Al solution for compliance and risk professionals in the banking and financial services sector.
Unlike generic Al platforms, Kaia is trained on the exact regulatory content that financial institutions must
navigate — federal laws, regulatory guidance, and supervisory updates. Kaia enables businesses to receive
precise, institution-specific support instantly and securely.

What is Ask Kaia?

Ask Kaia is a standalone, browser-accessible Al tool developed by 360factors to support organizations in
managing regulatory obligations without needing to overhaul existing systems. Kaia is not a
general-purpose chatbot—it is a compliance-trained Al companion that understands the structure,
language, and intent behind U.S. federal regulations. Users can query Kaia directly through a simple
interface to receive detailed answers to complex regulatory questions, summarize obligations, or assess
how new rules affect their institution.

Kaia can be used independently or together with existing GRC systems, offering flexibility to institutions
that want to modernize compliance intelligence without disrupting workflows.
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How Kaia Works: Smart, Secure, and Specialized

Kaia is designed with compliance users in mind. It incorporates a curated and frequently updated database
of regulatory content from trusted sources such as the Federal Reserve, FDIC, OCC, NCUA, CFPB, and
relevant regulatory bodies. It understands regulatory language structure, citations, and policy hierarchies,
effectively differentiating between a proposed rule and a final rule to explain which sections of the Code of
Federal Regulations (CFR) apply to a specific operational area.

Here's how Kaia stands apart:

> Smart: Trained specifically on federal banking regulatory language, including enforcement actions,
FAQs, and examiner manuals.

> Secure: Operates within a controlled environment where customer queries and documents are never
used to train public models or shared across institutions.

> Specialized: Offers document-based Q&A—users can upload internal policies or regulator-issued guid-
ance and ask Kaia to analyze, interpret, or flag inconsistencies.

Key Features of Kaia

Trained on
US Federal
Regulations

Kaia Features

Secure and
Confidential

36@factors
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Standalone Understands
Browser- Specific
Based Regulations

Submitted
Document
Privacy
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Trained on US Federal Regulatory Content

Kaia’s knowledge base includes thousands of regulatory documents across all major U.S. federal agencies,
along with industry-relevant laws and recent amendments. Recent changes are tracked and integrated into
its knowledge graph to ensure responses reflect the most current legal standards.

Understands Banking-Specific Regulatory Frameworks

Kaia is context-aware. It can differentiate between regulatory expectations for a credit union, a mid-sized
bank, or a national bank. Whether you're asking about BSA/AML, UDAAP, CECL, or third-party risk, Kaia
responds using compliance vocabulary familiar to risk professionals.

Secure Document-Based Q&A

Users can upload internal policies, risk assessments, or board reports and ask Kaia compliance-specific
questions like:

> “Does this vendor policy meet FFIEC third-party risk management expectations?”

> “Highlight all sections in this procedure that may conflict with the latest NCUA guidance.”

Kaia reads, analyzes, and responds securely, without storing or sharing your data.

Accessible via Browser - No Setup Needed

Kaia is deployed through a secure, browser-based interface. There’s no need to install new software or
integrate APIs unless desired. This allows even lean compliance teams to start benefiting from Al insights
immediately, without IT dependency.

Confidential, Client-Only Data Handling

Each customer instance is isolated. Queries are not logged into shared databases, and customer-uploaded
documents are never used to improve any other client’s experience or train future models. This is crucial for
institutions managing sensitive data under strict privacy regulations.

Benefits to Compliance Teams and Financial Institutions

Kaia helps compliance professionals do more with less. This is critical as regulatory expectations increase
while budgets and staffing often do not. With Kaia, risk and compliance teams gain:
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Faster Research and
Response Times

Greater Team Benefits of Kaia

Reduced
Reliance on
Teams Consultants

36@factors’

Enablement for Compliance

Consistent Compliance
Documentation

> Faster research and response times to examiner inquiries and internal policy reviews.
> Reduced reliance on costly consultants for routine interpretations or pre-audit gap checks.
> More consistent compliance documentation, especially across locations or business lines.

> Greater team enablement—junior staff can access senior-level regulatory insight via Kaia, reducing
institutional knowledge gaps.

For smaller banks and credit unions that lack large legal teams, Kaia levels the playing field. For larger
institutions, it enhances coverage and reduces operational risk by ensuring regulatory questions never go
unanswered due to bandwidth constraints.

Why Kaia Outperforms Generic Al Tools

Unlike open-ended tools like ChatGPT or other LLM-based assistants, Kaia is not trained on random
internet data or generalized knowledge. It is:
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> Purpose-built for compliance: Kaia’s training set is limited to relevant regulatory content—no
hallucinated answers or citations.

> Domain-aware: It understands the difference between CFPB, FDIC, and OCC rules, and knows how
different agencies interpret similar concepts.

> Privacy-preserving: No prompts or uploads are sent to public servers or used to fine-tune open models.

> Contextual and traceable: Kaia provides citations, excerpts, and links to the regulatory sources behind
each answer.

Kaia can recognize when it should defer. If a query is ambiguous or if it determines that a rule is in flux, Kaia
flags uncertainty and provides references for further review, helping users make more informed decisions.

How to Use Kaia

Here are some examples of prompts and what you can ask Kaia.

Regulatory Interpretation
> “Summarize the OCC’s 2024 updates to third-party risk guidance.”

> “What is the difference between FDIC Part 364 and OCC Bulletin 2013-29 in terms of vendor
management?”

36@factors Copyright 360factors, Inc. All Rights Reserved.
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Internal Document Review

> “Compare this complaint handling policy to CFPB UDAAP requirements.”
> “Review this marketing ad draft for disclosures.”
> “Does this BSA/AML procedure meet FFIEC expectations?”

> “Highlight missing elements in this board reporting template for compliance risk oversight.”

Gap & Impact Analysis

> “Has the FDIC issued any new guidance related to Al and bias in credit underwriting?”

> “What do we need to update in our policies for the CFPB’s small business lending rule?”

On-Demand Research & Training
> “Explain the main controls required for flood insurance compliance.”

> “What training topics are recommended for compliance staff under the FDIC’s 2025 examiner
guidance?”

> “Give me a plain-language summary of the ECOA and how it impacts our loan origination process.”
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Conclusion

US banks and financial institutions must prepare to operate in an environment with expanding regulatory
complexity, shrinking compliance resources, and rising enforcement expectations. Financial institutions that
continue to rely on manual processes, fragmented data systems, or delayed expert input will be outdone by
those that switch to the power of Al. The traditional approaches to GRC will not be sufficient if regulations
switch abruptly amid geopolitical uncertainty and competition. The major consequences of missteps include
fines, reputational damage, and operational disruption.

Al adoption for compliance in the banking sector is not a future concept but is already in practice. It is
already supporting the interpretation of overlapping federal laws, helping identify risk exposure in
institutional policies. Al can streamline processes that once took days or weeks into a matter of seconds. As
leading industry surveys and benchmarks show, firms that are embracing intelligent compliance automation
are already realizing measurable benefits: faster turnaround times, improved accuracy, and greater
operational resilience.

But not all Al tools are created equally.

Generic Al platforms, while powerful in broad domains, fall short when asked to navigate the nuance and
depth of U.S. financial regulation. To succeed, banks and credit unions need precision, security, and
regulatory fluency, all of which define Kaia, the Al compliance companion from 360factors.

Kaia bridges the gap between complexity and clarity. It allows compliance teams to do more with less,

reduces overreliance on external counsel, and ensures that regulatory insight is accessible—on demand,
securely, and institution-specific. Kaia delivers the kind of focused, responsive intelligence that modern
compliance demands, ensuring that your institution doesn’t just keep up, but leads with confidence and

Request a Demo

Learn how Kaia can accelerate your organization's journey toward smarter, more strategic risk and

clarity.

compliance management — schedule a personalized demo or consultation today.

@ ‘ . 0 (866) 385-2341

@ sales@360factors.com

@ @ www.360factors.com
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