


PROGRAM REQUIREMENT 

• Each banking entity must develop and provide for the continued administration of 

a compliance program reasonably designed to ensure and monitor compliance 

with the prohibitions and restrictions on proprietary trading and covered fund 

activities and investments. 

• The compliance program must be appropriate for the types, size, scope, and 

complexity of the banking entity’s activities and business structure. 
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CONTENTS OF COMPLIANCE PROGRAM – 

MINIMUM REQUIREMENTS 
• Written polices and procedures reasonably designed to document, describe, 

monitor, and limit all activities subject to Section 13 of the BHC Act 

• A system of internal controls reasonably designed to monitor compliance 

• A management framework that clearly delineates responsibility and 

accountability for compliance that includes: 

• Trading limits 

• Strategies 

• Hedging activities 

• Investments 

• Incentive compensation 

• Other matters identified by management as requiring attention 
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CONTENTS OF COMPLIANCE PROGRAM – 

MINIMUM REQUIREMENTS 
• Independent testing and audit of the effectiveness of the compliance program 

• Conducted periodically by qualified personnel or a qualified outside party 

• Training for trading personnel and managers, as well as other appropriate 

personnel 

• Records sufficient to demonstrate compliance 

• Must be promptly provided upon request to the appropriate regulatory agency  

• Retained for a period of no less than 5 years, or longer if required by the 

appropriate regulatory agency 
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COMPLIANCE PROGRAMS – SIMPLIFIED 

PROGRAMS FOR LESS ACTIVE ENTITIES 
• Banking entities with no covered activities 

• May satisfy the requirements by establishing the required compliance program 

prior to engaging in covered activities 

• Banking entities with modest activities 

• Banking entity with total consolidated assets of $10 billion or less as of the 

preceding two calendar year-ends 

• May satisfy the requirements by including in its existing compliance policies 

and procedures appropriate references to the requirements of BHC Act 

Section 13 and adjustments as appropriate given the activities, size, scope, 

and complexity of the banking entity 
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ENHANCED MINIMUM STANDARDS FOR 

COMPLIANCE PROGRAMS – COVERED FUNDS 
• Required to satisfy the additional enhanced standards 

if 

• The banking entity has reported total consolidated 

assets as of the previous calendar year end of $50 

billion or more, or, in the case of a foreign bank, has 

total U.S. assets of $50 billion or more, as of the 

previous calendar year end; or 

• The primary regulatory agency notifies the banking 

entity that it must satisfy the enhanced standards 
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ENHANCED MINIMUM STANDARDS FOR 

COMPLIANCE PROGRAMS – COVERED FUNDS 
• The enhanced compliance program must: 

• Be reasonably designed  to identify, document, monitor, and report the permitted 
covered fund activities and investments; 

• Identify, monitor and promptly address the risks of the covered activities and 
potential areas of noncompliance; 

• Prevent covered activities and investments prohibited by, or that do not comply 
with Section 13 of the BHC Act; 

• Establish and enforce appropriate limits on covered fund activities and 
investments, including limits on the size, scope, complexity, and risks of the 
individual covered activities and investments; 

• Subject the effectiveness of the compliance program to periodic independent 
review and testing, and ensure that the entity’s internal audit, corporate 
compliance and internal control functions involved are effective and 
independent; 
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ENHANCED MINIMUM STANDARDS FOR 

COMPLIANCE PROGRAMS – COVERED FUNDS 
• Make senior management, and others as appropriate, accountable for the 

effective implementation of the compliance program, and ensure that the board 

of directors and CEO review the effectiveness of the compliance program; and 

• Facilitate supervision and examination of the banking entity’s covered fund 

activities and investments 
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ENHANCED COMPLIANCE PROGRAMS – 

COVERED FUND ACTIVITIES AND INVESTMENTS 
• Identification of covered funds 

• Must provide a process which must include appropriate management review and 

independent testing, for identifying and documenting covered funds that each 

unit of the banking entity invests in; 

• Documentation must include information that identifies all pools that the 

banking entity sponsors or has an interest in, the type of exemption under the 

CEA relied upon, and the amount of the ownership interest in each pool 

• Identification of covered fund activities 

• Must identify, document, and map each unit within the organization that is 

permitted to acquire or hold an interest in any covered fund or sponsor any 

covered fund and map each unit to the division, business line, or other 

organizational structure that will be responsible for managing and overseeing 

that unit’s activities  
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ENHANCED MINIMUM STANDARDS FOR 

COMPLIANCE PROGRAMS – COVERED FUNDS 
• The banking entity’s compliance program must explain how it: 

• Monitors for and prohibits potential or actual material conflicts of interest; 

• Monitors for and prohibits potential or actual transactions or activities that may threaten the 
safety and soundness of the banking entity; 

• Monitors for and prohibits potential or actual material exposure to high-risk assets or high-
risk trading strategies, taking into account potential or actual exposure to: 

• Assets whose values cannot be externally priced or, where valuation is reliant on pricing 
models, whose model inputs cannot be externally validated; 

• Assets whose changes in values cannot be adequately mitigated by effective hedging; 

• New products with rapid growth; 

• Assets or strategies that include significant embedded leverage; 

• Assets or strategies that have demonstrated significant historical volatility; 

• Assets or strategies for which the application of capital and liquidity standards would not 
adequately account for the risk; and 

• Assets or strategies that expose the banking entity to large and significant concentrations 
with respect to sectors, risk factors, or counterparties 
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ENHANCED MINIMUM STANDARDS FOR 

COMPLIANCE PROGRAMS – COVERED FUNDS 
• For each organizational unit, the compliance program must document: 

• Covered fund activities and investments the unit is authorized to conduct; 

• Plans for actively seeking unaffiliated investors to ensure that any investment 

meets limitations or will be registered in compliance with securities laws; and 

• How it complies with the requirements of Subpart C governing covered fund 

activities and investments 
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ENHANCED MINIMUM STANDARDS FOR 

COMPLIANCE PROGRAMS – COVERED FUNDS 
• Must  establish, maintain, and enforce internal controls that are reasonably designed 

to ensure that is covered fund activities or investments comply with Section 13 of the 
BHC Act.  Internal controls must, at a minimum, include: 

• Monitoring and limiting the banking entity’s individual and aggregate investments in 
covered funds; 

• Monitoring the amount and timing of seed capital investments for compliance with 
limitations and the effectiveness of efforts to seek unaffiliated investors; 

• Calculating the individual and aggregate levels of ownership interests; 

• Attributing the appropriate ownership interests in calculating individual and aggregate 
interests; 

• Making disclosures to prospective and actual investors; 

• Monitoring for and preventing any prohibited relationship or transaction between the 
banking entity and covered fund; and 

• Appropriate management review and supervision across legal entities of the banking 
entity to ensure that the services and activities of all affiliated entities meet applicable 
limitations 
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ENHANCED MINIMUM STANDARDS FOR 

COMPLIANCE PROGRAMS – COVERED FUNDS 
• Remediation of violations – the compliance program must describe procedures 

for identifying and remedying violations of Section 13 of the BHC Act, which at a 

minimum: 

• The requirement to promptly document, address and remedy any violations; 

• Document all proposed and actual remediation efforts; 

• Assess the degree to which modifications to the compliance program are 

warranted; and 

• Prompt notification to appropriate management, including senior management 

and the board of directors, of any material weaknesses or deficiencies in the 

design or implementation of the compliance program 
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ENHANCED MINIMUM STANDARDS FOR 

COMPLIANCE PROGRAMS 
• Responsibility and Accountability for the Compliance Program 

• Must establish, maintain, and enforce a governance and management 

framework to manage its business and employees with a view to preventing 

violations 

• Appropriate management framework to ensure that: 

• Appropriate personnel are responsible and accountable for implementation 

and enforcement of the program 

• Clear reporting line with a chain of responsibility is designated 

• Program is reviewed periodically by senior management 

• Board of directors and senior management should have appropriate authority 

and access to personnel and information, as well as appropriate resources to 

conduct their oversight activities effectively 
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ENHANCED MINIMUM STANDARDS FOR 

COMPLIANCE PROGRAMS 
• Corporate Governance 

• Written compliance program approved by the board of directors, an appropriate 
committee of the board, or equivalent governance body, and senior management 

• Management Procedures 

• Governance framework that, at a minimum, provides for: 

• Designation of appropriate senior management or committee of senior 
management to carry out management responsibilities for each organizational 
unit engage in covered fund activities 

• Written procedures designed to achieve compliance, including: 

• A description of the management system, including the titles, qualifications, 
and locations of managers and the specific responsibilities of each person; 

• Procedures for determining compensation arrangements for traders 
engaged in underwriting, market making-related activities, or risk-mitigating 
hedging activities 
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ENHANCED MINIMUM STANDARDS FOR 

COMPLIANCE PROGRAMS 
 

• Board of Directors  

• Responsible for setting and communicating an appropriate culture of compliance and 
ensuring that appropriate policies are adopted 

• Ensure that senior management is fully capable, qualified, and properly motivated to 
manage compliance 

• Ensure that senior management has established appropriate incentives and adequate 
resources to support compliance 

• Senior Management 

• Responsible for implementing and enforcing the compliance program 

• Must ensure that effective corrective action is taken to address failures in the compliance 

• Must review the compliance program periodically and report to the board on the 
effectiveness of the program at least annually 

• Attestation 

• Based on a review by the CEO, attest, annually in writing to the primary regulatory authority, 
that the banking entity has in place processes to: 

• Establish, maintain, enforce, review, test, and modify the compliance program 
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ENHANCED MINIMUM STANDARDS FOR 

COMPLIANCE PROGRAMS 
• Independent Testing 

• Must occur with a frequency appropriate to the size scope, and risk profile of the 
banking entity’s activities or investments, but at least annually.  Independent testing 
must include an evaluation of: 

• Overall adequacy and effectiveness of the compliance program, including an 
analysis of the extend the program includes all the required elements of the 
enhanced standards; 

• Effectiveness of internal controls, including analyses and documentation of any 
breaches and how they were addressed; and 

• Effectiveness of management procedures 

• Must insure that testing is performed by qualified, independent parties, such as 
internal audit department, compliance personnel or risk managers who are 
independent of the unit being tested, as well as outside auditors, consultants or other 
qualified independent persons 

• Must promptly take appropriate action to remedy any significant deficiencies or 
material weaknesses in the compliance program and to terminate any violations 
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ENHANCED MINIMUM STANDARDS FOR 

COMPLIANCE PROGRAMS 
• Training 

• Must provide adequate training to personnel and managers engaged in covered 

activities and investments, as well as to other appropriate supervisory, risk, 

independent testing, and audit personnel 

• Training must occur at intervals appropriate to the size and risk profile of the 

banking entity’s activities and investments 

• Recordkeeping 

• Must create and maintain records sufficient to demonstrate compliance and 

support  the operations and effectiveness of the compliance program 

• Retain records for at least 5 years 

• Maintain records in a form that allows for the prompt production of the records 

when requested by the appropriate regulatory agency 
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ADDITIONAL DOCUMENTATION FOR COVERED 

FUNDS 
• Banking entities that have more than $10 billion in total consolidated assets as 

reported as of the previous two calendar year ends must maintain records that 

include: 

• Documentation of the exclusions or exemptions, other than Sections 3(c)(1) and 

3(c)(7) relied on by each sponsored fund; 

• Documentation supporting the exclusion from the definition of covered funds 

under the following exemptions: 

• Foreign public funds; 

• Foreign pension and retirement funds; 

• Loan securitizations; 

• Qualifying ABCP conduits; and 

• Qualifying covered bonds 
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ADDITIONAL DOCUMENTATION FOR COVERED 

FUNDS 
• For each seeding vehicle that will become a RIC or BDC: 

• A written plan documenting the banking entity’s determination that the seeding 

vehicle will become a RIC or BDC; 

• The period of time that the vehicle will operate as a seeding vehicle; and  

• The banking entity’s plan to market the vehicle to third-party investors and covert 

it to a RIC or BDC within the required time period 

• Investments in foreign public funds 

• If over $50 million at the end of two or more consecutive calendar quarters 

• Documentation of the ownership interests owned, including by affiliates, in 

each foreign public fund and each jurisdiction in which the funds are 

organized 

• Documentation must continue until ownership interest drop below $50 million 

for two consecutive calendar quarters 
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