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October  28,  2016 Current  Issues  Relevant  to  Our  Clients 

FINRA  Launches  Sweep  Exam  on  Broker-Dealer  Cross-Selling  Programs  

The  Financial  Industry  Regulatory  Authority  (“FINRA”)  announced  that  it  is  conducting  a  sweep  examination  on  broker-dealer  firms  to  
look  into  incentives  and  business  practices  that  may  encourage  employees  to  engage  in  inappropriate  cross-selling  activities.  In  
particular,  FINRA  is  looking  at  how  broker-dealer  firms  promote  bank  products  of  their  affiliates  or  parent  company  to  broker-dealer  
retail  customers,  add  features  like  checking  accounts,  securities-based  loans  and  credit  cards  to  broker-dealer  retail  customer  accounts  
and  open  additional  broker-dealer  retail  accounts  for  customers.  Like  many  regulatory  organizations,  FINRA  is  focusing  on  these  
cross-selling  activities  in  the  wake  of  the  issues  associated  with  certain  bank  cross-selling  programs.  

FINRA  is  requesting  production  of  information  relating  to  the  period  from  January  1,  2011  through  September  30,  2016.  The  requests  
focus  on  information  relating  to:  

§   Communications  with  employees  relating  to  cross-selling  programs  including  training  programs,  seminars  and  marketing  
materials  including  information  about  the  involvement  of  affiliated  banking  institutions  with  these  materials  and  programs;;  

§   Employee  evaluation  and  incentivizing  relating  to  cross-selling  programs  including  performance  metrics,  disciplinary  actions,  
promotions  and  termination  decisions;;  

§   Unauthorized  customer  account  opening  or  modification  where  accounts  or  features  were  added  without  their  consent  and  
whether  these  activities  related  to  cross-selling  programs;;  

§   Revenues  associated  with  cross-selling  programs;;  

§   Compliance  efforts  taken  to  supervise  and  control  unsuitable  cross-selling  activities  including  escalation  procedures;;  

§   Investor,  employee  and  whistleblower  complaints,  litigation,  arbitration  and  actions  related  to  cross-selling  programs  
including  detailed  information  about  the  status  and/or  resolution  of  these  matters  by  firms;;  and  

§   Internal  and  external  reviews  of  cross-selling  programs  by  auditors,  consultants,  law  firms,  boards  of  directors,  executive  
management  committees  and  others  including  detailed  information  about  findings  and  corrective  actions  taken.    

A  summary  of  the  information  requested  by  FINRA  in  certain  sweep  examination  letters  is  available  here.    

For  More  Information  

To  discuss  any  topic  covered  in  this  Client  Alert,  please  contact  a  member  of  the  Investment  Management  Group  or  visit  us  online  at  
chapman.com.

  

 
 
This  document  has  been  prepared  by  Chapman  and  Cutler  LLP  attorneys  for  informational  purposes  only.  It  is  general  in  nature  and  based  on  authorities  that  are  subject  to  
change.  It  is  not  intended  as  legal  advice.  Accordingly,  readers  should  consult  with,  and  seek  the  advice  of,  their  own  counsel  with  respect  to  any  individual  situation  that  
involves  the  material  contained  in  this  document,  the  application  of  such  material  to  their  specific  circumstances,  or  any  questions  relating  to  their  own  affairs  that  may  be  
raised  by  such  material.  

To  the  extent  that  any  part  of  this  summary  is  interpreted  to  provide  tax  advice,  (i)  no  taxpayer  may  rely  upon  this  summary  for  the  purposes  of  avoiding  penalties,  (ii)  this  
summary  may  be  interpreted  for  tax  purposes  as  being  prepared  in  connection  with  the  promotion  of  the  transactions  described,  and  (iii)  taxpayers  should  consult  independent  
tax  advisors.  ©  2016  Chapman  and  Cutler  LLP.  All  rights  reserved.  Attorney  Advertising  Material.  
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