
  

 

 

 

 

 

On July 18th PwC hosted an industry roundtable to talk about Dodd-

Frank “day two” compliance. More than 30 participants from 18 major 

swap dealers attended. The purpose of the event was to discuss issues, 

challenges and approaches to compliance with Dodd-Frank’s swap 

dealer rules. 

Event overview  

In a 90 minute closed-door session, 
participants discussed the impact of the CFTC 
Cross-Border Guidance and Exemptive Order, 
the role of the chief compliance officer (CCO) 
function, swap dealer risk management, and 
diligent supervision requirements.  

The agenda also featured a 90 minute session 
with Gary Barnett, Director of the Division of 
Swap Dealer and Intermediary Oversight at 
the Commodity Futures Trading Commission 
(“CFTC”). Mr. Barnett addressed key issues 
facing swap dealers as they build out their 
swap dealer compliance and risk management 
programs. He also provided his perspective on 
the importance of swap dealer governance 
structures, CCO reporting lines and insight 
into the CFTC’s expectations related to 
compliance and risk management.  

Following Mr. Barnett’s remarks, participants 
also had the opportunity to ask him questions 
on a wide range of topics, including the role of 
the CFTC in upcoming regulatory 
examinations, the final cross border guidance, 
chief compliance officer reports, the meaning 
of “materiality” for reporting purposes, the 
ISDA protocols, telephone recording rules, 
the role of chief risk officers in swap dealer 
risk management programs, and the 
distinctions between supervision and 
compliance functions. 

Key insights 

 The CFTC’s focus will be on swap dealer 
compliance and governance structures to 
ensure that the governing body of the 
organization is sufficiently informed and 
involved in establishing and monitoring 
the risk appetite of the swap dealer. 
Evaluations will consider whether 
governing bodies are duly empowered 
and structured to separately oversee swap 
dealer compliance and risk within a 
broader organization.  

 Regulators will be looking for appropriate 
governance structures capable of 
providing oversight of the swap dealer in 
the context of the larger organization. 
Because a swap dealing entity typically 
sits within a complex legal structure, 
regulators recognize there is not a “one 
size fits all approach” to implementing a 
risk management program. Therefore, 
what is an appropriate governing body 
for a particular swap dealer may vary 
depending on the specific structure of the 
overall organization and how it broadly 
manages risk.  

 Governing bodies are expected to have 
oversight roles in approving risk policies 
and procedures and appointing and 
consulting with the chief compliance 
officer.  
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 In complex organizations that include a 
registered swap dealer, governing 
bodies are expected to have a swap 
dealer specific view of compliance and 
risk so that information related to the 
swap dealer is not siloed or obscured 
within a larger structure. 

 The CFTC intends to provide 
compliance guidance to the public and 
is working with the SEC on “best 
practice” guidance related to the chief 
compliance officer.  

 Regulators are taking a keen interest in 
the distinction between the supervision 
and compliance functions within swap 
dealers and working to develop 
appropriate guidance. 

Our perspective on 
regulatory expectations  

We know from our work with clients and the 
frank roundtable discussions that firms are 
overwhelmed by the regulatory demands 
they are facing, particularly given the added 
complexities introduced by the CFTC’s 
recent cross-border guidance and exemptive 
order. While firms are working through how 
these requirements will affect their 
operating models, it is important to 
maintain focus on big picture regulatory 
expectations. We believe the following 
points will help firms prepare to meet those 
expectations:  

Don’t lose sight of the forest for 
the trees 

While firms have been focused on 
compliance with detailed transaction related 
rules, they need to keep their entity -wide 
responsibilities in mind. Regulators will be 
looking at swap dealer governance 
structures to ensure appropriate oversight 
of the chief compliance officer function, the 
risk management program and the diligent 
supervision of the swap dealer. Statements 
by regulators, as well as recent enforcement 
actions, confirm the importance of these 
entity-wide requirements from a regulatory 
perspective.  

It’s time to move beyond “day 
one” compliance 

To meet regulatory expectations, including 
reporting compliance exceptions and risk 
exposures, firms must ensure that 
compliance is “business as usual.” 
Surveillance, monitoring and testing of 
compliance with Dodd-Frank rules will be 
necessary to mitigate operational risk.  

Documenting good faith 
compliance remains good practice 

Regulators continue to consider good faith 
compliance in exercising their prosecutorial 
discretion. Documenting robust policies, 
procedures and compliance efforts will help 
to establish a “good faith” effort.  

While a vast majority of rules are 
live, more work remains 

The recent Cross Border Exemptive Order 
and Interpretive Guidance will require a “re-
opening” of implementation program 
workstreams and retrofitting existing 
business processes controls and compliance 
mechanisms to account for the additional 
requirements. Firms should continue to 
keep their foot on the gas pedal. 
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