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Executive Summary

FedRAMP, or the Federal Risk and Authorization Management Program, is 
essential for cloud service providers with SaaS products looking to work with 
U.S. federal agencies. 

Achieving FedRAMP certification opens significant business opportunities 
within the federal market, allowing your company to compete for lucrative 
government contracts. This certification is a mark of high security standards, 
making your services attractive to federal agencies and enhancing your 
credibility with private sector clients. Many organizations recognize the rigor 
of FedRAMP standards, viewing certification as a testament to your 
commitment to security. This differentiation can provide a competitive edge, 
signaling to potential clients that you meet some of the highest security 
standards in the industry, thus building trust and attracting new business. 
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Introduction

FedRAMP provides a standardized approach to security assessment, 
authorization, and continuous monitoring for cloud products and services 
used by the U.S. federal government. Obtaining FedRAMP ATO is a significant 
milestone for cloud service providers (CSPs), ensuring compliance with 
stringent security requirements. However, when CSPs depend on a third-party 
PaaS – a platform that already has an ATO, which CSPs can add their 
application to as a subordinate service - to give federal agencies access to 
their application, they inherit various risks that could impact their own 
compliance status, security posture, and business continuity. 

Major Technical and Business Risks 

1. Loss of Third-Party ATO Due to Architectural or Design Flaws

Technical Risks: 

▪ Security Vulnerabilities: Architectural flaws in the third-party PaaS can 
introduce vulnerabilities that compromise the security of the CSP's 
services. 

▪ Non-Compliance: Design flaws can result in violations with FedRAMP 
requirements, risking the ATO of both the provider and all hosted CSPs 
within the provider.

 
 Business Risks: 

▪ Reputation Damage: Loss of ATO due to architectural flaws can 
damage the CSP's reputation and trust with federal clients. 

▪ Cost Implications: Significant costs can be incurred in rectifying design 
flaws and undergoing reassessment for FedRAMP compliance. 
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2. Unpatched Security Vulnerabilities 

 Technical Risks: 

▪ Data Breaches: Unaddressed vulnerabilities can lead to data breaches, 
exposing sensitive government information. 

▪ Malware and Exploits: Exploitable vulnerabilities can be leveraged by 
malicious actors to infiltrate systems and disrupt operations. 

▪ Non-Compliance: Errors in the third-party vendor’s vulnerability 
management program would lead to violations of various FedRAMP controls 
as well as the Continuous Monitoring Program requirements, thus risking the 
ATO.  

Business Risks: 

▪ Legal Liabilities: Data breaches resulting from un-remediated vulnerabilities 
can lead to legal actions and penalties. 

▪ Loss of Business: Federal agencies may terminate contracts with CSPs that 
fail to maintain a secure environment. 

 . 
3. Operational Management Challenges  

 Technical Risks: 

▪ Service Downtime: Ineffective operational management can result in service 
outages, affecting the availability and reliability of the CSP's services. 

▪ Inadequate Incident Response: Poor incident response capabilities can 
delay the resolution of security incidents, exacerbating their impact. 
Additionally, failure to meet FedRAMP’s rigorous Incident Response 
requirements can lead to severe reputation damage, contract dissolution, 
and legal action.  

Business Risks: 

▪ Customer Dissatisfaction: Frequent service disruptions can lead to customer 
dissatisfaction and attrition. 

▪ Increased Costs: Costs associated with mitigating operational failures and 
compensating affected clients can escalate. 

 . 
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4. Common Reliability and Availability Risks of PaaS Solutions 

 Technical Risks: 

▪ Single Point of Failure: Dependence on a third-party PaaS introduces a 
single point of failure, risking widespread service disruptions. 

▪ Performance Bottlenecks: PaaS solutions may not scale effectively under 
high load, leading to performance degradation. 

Business Risks: 

▪ Service Level Agreements (SLAs): Failure to meet SLAs due to reliability 
issues can result in financial penalties and loss of credibility. 

▪ Business Continuity: Extended downtimes can disrupt business operations 
and affect critical services delivered to government clients. 

Mitigation Strategies 

To mitigate these risks, CSPs should adopt the following strategies: 

▪ Thorough Vendor Assessment: Conduct comprehensive assessments of 
third-party PaaS providers, focusing on their architectural design, security 
posture, and compliance history.

▪ Continuous Monitoring: Implement continuous monitoring and 
vulnerability management to detect and address security issues promptly. 

▪ Robust Incident Response Processes: Develop and maintain robust 
incident response plans to handle security incidents efficiently. 

▪ Redundancy and Failover Mechanisms: Establish redundancy and failover 
mechanisms to ensure service continuity in case of PaaS failures. 

▪ Obtain an Independent ATO: Implement controls, or leverage accelerator 
solutions, to achieve FedRAMP compliance and a dedicated ATO that the 
CSP will control without third-party dependencies. 
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Conclusion

While third-party hosted PaaS solutions offer significant advantages, they 
also introduce substantial risks for CSPs seeking FedRAMP ATO. By 
understanding and mitigating these risks, CSPs can better safeguard their 
compliance status, security posture, and business continuity. A proactive 
approach to risk management is essential to navigate the complexities of 
relying on third-party PaaS for FedRAMP compliance. 
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