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Plan to Enhance Enterprise-wide Compliance Program  

Introduction

This Plan to Enhance Enterprise-wide Compliance Program of the Bank of America Corporation (“BAC”), 
is developed pursuant to the provision of Paragraph 4 of the Consent Order No. 11-029-B-HC of the 
Board of Governors of the Federal Board System (the “Federal Reserve”), dated April 13, 2011 (the 
“Order”).  It describes the action steps and timeline by which BAC will enhance its enterprise-wide 
compliance program with respect to oversight of residential mortgage loan servicing, Loss Mitigation, and 
foreclosure activities and operations. 

After significant analysis and review, BAC is moving to enhance its current Global Compliance Program 
with respect to residential mortgage loan servicing and related operations conducted through Bank of 
America, N.A. (the “Bank”).  BAC intends to align the Bank’s mortgage compliance processes, to its 
Global Compliance Program, a component of BAC’s Global Risk Framework.  The Risk Management 
Framework mandates sound disciplines, proven effective in the management of risks, including:  (1) 
identify and measure; (2) mitigate and control; (3) monitor and test; and (4) report and review.   

The Global Compliance Program establishes a common framework and expectation for compliance 
across BAC.  It consists of seven elements and 18 standard operating requirements.  The seven 
elements are:  

� Commitment and Accountability – sets “tone at the top” to drive a culture of compliance; 

� Policies and Procedures – outlines parameters of responsibilities; 

� Controls and Supervision – identify, assess and control compliance risks; 

� Regulatory Oversight – effectively manage regulatory environment and build constructive 
regulatory relationships; 

� Monitoring and Testing – evaluates effectiveness of compliance controls in lines of business; 

� Training and Awareness – timely compliance information and relevant training; and 

� Reporting – robust, actionable and timely information to manage compliance risks.�

Further, the Global Compliance Program satisfies the requirements for an effective compliance program 
as set forth in the U.S. Federal Sentencing Guidelines; the guidance provided by the Federal Reserve 
Board Supervisory Letter, SR 08-08 on the need for effective firm-wide compliance risk management and 
oversight at large, complex banking organizations; the Basel Committee’s Guidance on Compliance 
Programs; and other applicable regulatory directives.  Aligning the Bank’s compliance in the mortgage 
business to BAC’s Global Compliance Program will provide a comprehensive compliance risk 
management process and facilitate a consistent approach to identify and measure, mitigate and control, 
monitor and test and report and review mortgage servicing compliance risks.  This alignment enhances 
BAC’s Global Compliance Program in mortgage servicing and strengthens BAC’s’ oversight of the 
program as well.  

The Order provided that the plan be based on an evaluation of the effectiveness of BAC’s current 
enterprise compliance program.  We engaged Promontory Financial Group, LLC (“Promontory”) to assist 

�
�

�Confidential Treatment Requested by Bank of America 
Attorney Client Privilege/Attorney Work Product 
Submitted Under 12 USC 1828(x)

BAC Consent Order Submission 0000801



 Plan to Enhance Enterprise-wide Compliance Program  
Confidential�

�

�
2�

us in conducting and providing an independent evaluation of the Global Compliance Program and the 
compliance program of the residential mortgage loan servicing, Loss Mitigation and foreclosure activities 
and operations as conducted through Home Loans (“HL”) and Legacy Asset Servicing (“LAS”).    

In the months preceding the Order and Promontory’s evaluation, management of BAC’s Compliance 
organization self-identified a number of in the Compliance function and program operating 
in residential mortgage lending.  Those led the Compliance organization to develop a 
comprehensive Compliance Transformation Plan to align the Bank’s mortgage business with BAC’s 
Global Compliance Program and Standard Operating Requirements.  The Compliance Transformation 
Plan has resulted in a number of enhancements to date.  This Plan required under the Order builds on 
the Compliance Transformation Plan, already under way, supplemented by the additional 
recommendations for improvement reflected in Promontory’s evaluation.   

It is BAC’s goal to implement these actions promptly and effectively in order to achieve and maintain a 
robust internal control system over the consolidated organization.  We believe that the actions required by 
the Compliance Plan will contribute to safe, sound and compliant operations in the residential mortgage 
business.  

Paragraph 4 Requirements 

Within 60 days of this Order, BAC shall submit to the Reserve Bank an acceptable written plan to 
enhance its enterprise-wide compliance program (“ECP”) with respect to its oversight of residential 
mortgage loan servicing, Loss Mitigation, and foreclosure activities and operations.  The plan shall be 
based on an evaluation of the effectiveness of BAC’s current ECP in the areas of residential mortgage 
loan servicing, Loss Mitigation, and foreclosure activities and operations, and recommendations to 
strengthen the ECP in these areas.  The plan shall, at a minimum, be designed to:  

(a) Ensure that the fundamental elements of the ECP and any enhancements or revisions thereto, 
including a comprehensive annual risk assessment, encompass residential mortgage loan 
servicing, Loss Mitigation, and foreclosure activities;   

(b) Ensure compliance with the Legal Requirements and supervisory guidance of the Board of 
Governors; and  

(c) Ensure that policies, procedures, and processes are updated on an ongoing basis as necessary 
to incorporate new or changes to Legal Requirements and supervisory guidance of the Board of 
Governors. 

Summary�of�Current�State�

Overall, Promontory found that the Bank’s compliance program and activities in mortgage servicing are 
not yet mature and require additional build-out to fully implement the requirements of the Global 
Compliance Program. 

 The 
Compliance Transformation Plan of HL and LAS Compliance is designed to address weaknesses 
identified and move the compliance program into alignment with the Global Compliance Program.  
However, with the heightened risk environment, the relatively short time since the Compliance 
Transformation Plan’s implementation, and the current level of resources, the Compliance Transformation 
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Plan has not yet produced a fully developed compliance program in the mortgage business.  Accordingly, 
Promontory noted the following:   �

� While the HL and LAS Compliance function has added to its staff in recent quarters, it remains 
understaffed.  Compliance personnel lack sufficient visibility within the HL and LAS organization 
and require enhanced skills to execute the Global Compliance Program effectively amid 
increased complexity in the regulatory environment.  Compliance professionals need to have the 
stature necessary to provide the independent oversight and monitoring of business activities 
required.  

o Promontory identified that while Compliance management is adding resources; the number of 
requested positions has been based on the professional judgment of the compliance officers 
and is neither determined on a defined methodology/metrics nor tied to HL or LAS strategy.   

o

Efforts to strengthen the team by hiring individuals with strong compliance and mortgage 
servicing experience as well as upgrading the level of some of the positions are important 
and necessary. 

� HL and LAS Compliance professionals require refresher and/or initiation training to reinstate the 
appropriate role and meet the regulatory expectation of the independent nature of the compliance 
function.  Traces of legacy compliance “partnership” and compliance “consultative” roles are 
evident in the current environment.  Moreover, role clarity among Compliance, Risk and business 
control functions needs to be enhanced. 

� Ownership of policies previously resided in the line of business and only recently was centralized 
with Risk and Compliance with clear identified risk owners for each policy.  

 The Compliance staff faced further inefficiencies as many 
policies and procedures involved manual applications, which are not only difficult to review, but 
also introduce additional operational and compliance risk from human error.  HL and LAS 
Compliance management has developed significant processes in addressing these issues 
including, initial inventory collection has been delivered and reviewed; policy control and business 
process mapping activities are underway in an effort to align it to the inventory and detailed and 
scheduled phases of actions commencing in February 2011 through the fourth quarter of 2011 
with the finalization of the inventory, have begun.  These are substantial efforts; however, formal 
processes for mitigating interim risk may be needed for additional compliance assurance.  

� A Compliance risk assessment process is not fully developed.  The HL and LAS Compliance 
Executive and the HL and LAS Risk Executive are working together to define an effective risk 
assessment process.  HL and LAS Compliance management self-identified that compliance was 
not proactively assessing risks in the business, nor were they resourced to do so.  
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� Current reporting should be enhanced to provide key risks and actions needed to remediate 
compliance risks in HL and LAS.  Where possible, reporting should also identify emerging trends 
and regulatory flashpoints as well as identification of what weaknesses in the businesses are 
driving the risks and what actions are needed to mitigate the risks.  Further, compliance reporting 
should address known weaknesses in the Compliance organization that pose threats to its ability 
to perform the roles contemplated by the Global Compliance Program. 

We are confident that the action steps we have developed in the Plan to Enhance the Enterprise-wide 
Compliance Program (attached as Appendix 3.1) will address these noted deficiencies and substantially 
enhance the compliance function within the mortgage business.  We recognize the significant effort, time, 
and resources necessary to implement the  Plan and to verify its consistency and rigor once 
implemented.  As a result, we plan on commissioning an independent validation and report on the 
progress of the Plan at the critical junctures in this effort.  �
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