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PAXOS SECURITIES SETTLEMENT COMPANY, LLC 
COMPLIANCE AND RISK MANAGEMENT COMMITTEE CHARTER 

 
I.  Mission 
 
The Compliance and Risk Management Committee (“Committee”) is a standing committee of the 
Board of Directors (“Board”) of Paxos Securities Settlement Company, LLC (“Company”). The 
purpose of the Committee is to provide advice and recommendations to the Board on all compliance 
and risk management related matters and to assist the Board in fulfilling its corporate governance 
oversight responsibilities with regard to the identification, measuring, monitoring, and controlling of 
risk within all areas of the Company. 
 
The Committee’s responsibilities include overseeing the Company’s executive management in its 
exercise of its responsibilities to assess and manage: 
 

A. Credit risk, market risk, structural interest rate risk, principal risk, liquidity risk, country 
risk and model risk; 

B. The Company’s governance frameworks and/or policies for operational, fiduciary, and 
reputational risks; 

C. Capital and liquidity planning and analysis;  

D. Information security and cyber security risks; and  

E. Regulatory, compliance, and legal risks. 
 

II. Membership 
 

A. Composition. The Committee will be composed solely of directors of the Board, not 
fewer than three (3) in number including the chair of the Committee (“Chair”). 
Committee members will be appointed as provided in the Bylaws. The Committee will 
consist of at least one (1) Participant Director (on and after the date that Participant 
Directors commence Board service as prescribed in the Bylaws), Public Director and 
Member Director as those terms are defined in the Bylaws. This ensures that at least one 
(1) of each type of director will participate in the duties and responsibilities of the 
Committee. A majority of the Committee members will be Independent Directors as that 
term is defined in the Bylaws. Committee members will be independent of management. 
The Committee will be composed so that it is able to provide a risk-based, independent 
and informed opinion on all matters presented to it for consideration in a manner that 
supports the overall risk management, safety and efficiency of the Company. The 
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Committee will include members who have demonstrated experience in identifying, 
assessing and managing financial risk exposures. In the event of a vacancy on the 
Committee, the Committee will continue to undertake its responsibilities, so long as the 
remaining Committee members are capable of satisfying the quorum requirement. 

The Company’s Governance, Nominating and Policy Committee (“Governance 
Committee”) will assess the qualifications of the Committee members and nominees, 
and will recommend to the Board membership for the Committee based on such 
assessment. The Board, based on the recommendation of the Governance Committee, 
will appoint the members of the Committee and will designate a Chair. Membership on 
the Committee will be reviewed each year by the Governance Committee and approved 
by the Board, and the Board may replace or remove members of the Committee at any 
time in the Board’s sole discretion, subject to the membership requirements set forth 
herein. 
 

B. Committee Chair. The Chair will be a Public Director selected by the Board, upon 
nomination by the Governance Committee, and will serve at the pleasure of, the Board. 
In the absence of the Chair at any meeting of the Committee, those members of the 
Committee present will designate a Committee member to serve as the acting Chair 
(“Acting Chair”).   

III. Organization 
 

A. Meetings. The Committee will meet at least six (6) times per year, in person or 
telephonically, as determined by the Committee in conjunction with regular meetings of 
the Board and at such other times as determined by the Committee or the Chair. 
Members of the Committee may participate in meetings by means of a conference 
telephone call or other means of communication that allows all participants in the 
meeting to hear each other. The Chair, or the Chair’s designee, will preside at all 
meetings of the Committee and will set the agenda. The Chair may ask members of 
management or other guests to attend meetings and provide pertinent information. The 
Company’s Chief Compliance Officer (“CCO”) and Chief Risk Officer (“CRO”), or one 
of their or respective delegates if the CCO or CRO are unable to attend, shall attend all 
meetings of the Committee. 

 
The Committee may call executive sessions from which officers or employees may be 
excluded. Individual Committee members also may be excluded from executive 
sessions or portions thereof at which the discussion involves a matter as to which that 
member has an actual or potential conflict of interest. The Chair or Acting Chair, as 
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applicable, will serve as chair of the executive session.   
 
In an emergency situation, the Chair will make a reasonable effort to convene a meeting 
of the Committee. If a quorum cannot be obtained, the majority vote of those Committee 
members present at the meeting will be sufficient for the Committee to take action, 
notwithstanding the quorum requirement noted below. If no Committee members are 
able to attend the emergency meeting, the Chair, or the Chairman of the Board 
(“Chairman”) if the Chair of the Committee is unavailable, may act on behalf of the 
Committee when immediate action is required. In such instances, the Chair or Chairman, 
as the case may be, shall report to the Committee as soon as possible on any actions 
taken at the meeting, or by the Chair or  Chairman, as the case may be, for its ratification. 

 
B. Minutes and Reports. The Committee will maintain minutes of each meeting. The 

minutes for each Committee meeting will be circulated in draft form to all Committee 
members to ensure an accurate final record, will be approved at a subsequent meeting 
of the Committee, and will be distributed periodically to the full Board. 

 
The Committee will report periodically to the Board, generally at the next regularly 
scheduled Board meeting following a Committee meeting, on any actions taken and 
significant matters reviewed by the Committee. 

 
C. Quorum. A majority of the Committee members will constitute a quorum for the 

transaction of business. 
 

IV. Authority 

The Committee will have the authority to retain advisers when it deems appropriate, including 
approval of fees and terms of retention, without the prior permission of management, and will be 
provided the necessary resources for such purposes. 

 
Except as inconsistent with the objectivity and purposes of the Committee, the Committee may solicit 
input from any members of the Board, management or employees of the Company and may request 
that any officer or other employee of the Company, the Company’s outside counsel or any other 
person, meet with any members of, or advisers to, the Committee. The Committee will have full 
access to all books, records, facilities and personnel of the Company, as it deems necessary or 
appropriate to carry out the responsibilities described herein. 

 
V. Duties and Responsibilities 
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The following responsibilities are set forth to guide the Committee in fulfilling its mission. The 
Committee’s role is one of oversight. The Company’s management is responsible for identifying, 
monitoring and mitigating risk, and implementing and maintaining systems to assist it in these tasks.  
The Committee may undertake other and different activities as appropriate for that mission, or as may 
be delegated to it by the Board. In fulfilling its responsibilities, the Committee will prioritize the safety 
and efficiency of the Company, generally support the stability of the markets served by the Company 
and consider legitimate interests of the Company’s participants, customers of participants and other 
relevant stakeholders taking into account prudent risk management standards and industry best 
practices. 
 

A. Compliance Matters. The Committee, with respect to compliance matters, will: 
 

(i) Oversee the Company’s processes for ensuring the integrity of the Company’s 
operations, including the compliance program for legal and regulatory matters. 

 
(ii) Discuss with the CCO the Company’s compliance status, impediments to 

enhancing the effectiveness of the Compliance Program (as defined below), and 
any other topic in connection with the Committee’s duties and responsibilities set 
forth in this charter (“Charter”). 

 
(iii) Review with the CCO any program established by management that monitors 

compliance with any code of ethics maintained by the Company and review the 
record of such compliance. 

 
(iv) Oversee the CCO and all facets of the Company’s program for compliance with 

laws and regulations related to the Company’s operations (“Compliance 
Program”), including applicable law, rules, and regulations of the Securities and 
Exchange Commission, New York banking and financial services laws, the Bank 
Secrecy Act, anti-money laundering laws and regulations, and other state and 
federal regulatory requirements and obligations. 

 
(v) Receive and review reports from the CCO regarding proposed rule changes of the 

Company, and advise the Board as to any necessary or recommend changes and 
whether and how such proposals, if adopted, may impact the Company’s 
regulatory compliance. 

 
(vi) Review the sufficiency and effectiveness of the Compliance Program, including 

its size, budget and resources (including its allocation of resources), the number, 
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hiring, termination, and compensation of regulatory compliance personnel 
(including any compliance functions outsourced to or co-sourced with a third 
party), and its ability to identify, raise and ameliorate limitations or deficiencies. 

 
(vii) Recommend changes that would enhance the Company’s goal of ensuring fair, 

robust, and effective regulatory compliance. 
 

(viii) Determine whether an applicant or participant must provide assurances of 
financial responsibility and operational capability pursuant to Rule 2C and the 
nature of such assurances. 

 
B. Financial and Operational Risk Management Matters. The Committee, with respect to 

financial and operational risk management matters (including credit risk, market risk, 
structural interest rate risk, principal risk, liquidity risk, country risk and model risk, and 
the governance frameworks and/or policies for operational, fiduciary, and reputational 
risks), will:  

  
(i) Discuss with the CRO the Company’s current risks, impediments to enhancing the 

effectiveness of the risk management program, and any other topic in connection 
with the Committee’s duties and responsibilities set forth in this Charter. If risk 
management issues develop between meetings of the Committee that the CRO or 
other member of the executive leadership believes could have a material adverse 
impact on the Company, the CRO or other member of executive leadership (or 
their designees) will promptly report such issues to the Chair. 

 
(ii) Annually review any policies designated by the Committee as pertaining primarily 

to risk management and recommend changes to the Governance Committee, as 
applicable. 

 
(iii) Review periodically, but in no case less than once per year, the Company’s risk 

management control environment to help identify and minimize sources of 
operational and financial risk, including: the establishment, review, and 
compliance with risk tolerance thresholds or limits, and adequate staffing and 
independence of the Company’s risk management functions. 

 
(iv) Review any material issues regarding risk management raised by internal audit 

reports or by regulatory reports identifying matters requiring attention. 
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(v) Receive communications and presentations from management relating to 
regulatory filings or disclosures made or planned to be made to governmental 
authorities to the extent not provided to the Board as a whole. 
 

(vi) Review at least annually the accepted forms of Margin Assets, as such term is 
defined in the Rules, and the ways the Company is permitted to invest Margin 
Assets and notify the Board whether any changes are recommended consistent 
with the responsibilities specified in Rule 5A, and it will also consider any other 
evaluation of a potential new form of Margin Asset evaluated by the Company 
and determine whether to make any recommendation to the Board for its review 
and potential approval as specified in Rule 5A. 

(vii) Confer with management regarding the frequency of the sensitivity analysis 
performed by the Company pursuant to Rule 5B. 

(viii) Fix the Initial Margin Deposit, as such term is defined in the Rules, of a participant 
as described in Rule 5.1.1B.  

(ix) Make determinations pursuant to Rule 5.4.2.5B and for the stability of the financial 
markets served by the Company that a participant’s Credit Risk Rating, as such 
term is defined in the Rules, should be increased. 

 
C. Additional Financial Risk Management Matters. The Committee, with respect to assessing 

whether an effective system of financial risk management controls that is reasonably 
designed to adequately evaluate and control risks borne by the Company in the conduct of 
its business, will: 

 
(i) Review risk and market stress tolerances presented by management and recommend 

appropriate tolerances to the Board for approval. The Chair will be notified promptly 
of any breaches of designated risk and market stress tolerances. 
 

(ii) Review such other key metrics agreed to with management and the Company’s 
performance against such metrics. 

 
(iii) Review reports of significant issues identified by risk management personnel, 

including reports describing the Company’s risk profile, and make recommendations 
to the Board as appropriate. 

 
(iv) Review reports on material credit and valuation reserves and make 
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recommendations to the Board as appropriate. 
 

D. Capital and Liquidity Risk Management Matters. The Committee, with respect to capital 
and liquidity analysis and planning, will: 

 
(i) Review the Company’s allocation of capital presented by management at least 

annually and recommend for approval by the Board, the Company’s internal 
adequacy assessment process, recovery plan and annual capital planning. 

  
(ii) Review liquidity risk guidelines, reports from management pertaining to liquidity 

risk, and any material changes recommended to existing liquidity or funding 
guidelines. If liquidity management issues develop between meetings of the 
Committee that the Company’s Chief Financial Officer (“CFO”) or other member 
of the executive leadership believes could have a material adverse impact on the 
Company, the CFO or other member of executive leadership (or their designees) 
shall promptly report such issues to the Chair.  

 
(iii) Review the acceptable level of liquidity risk that the Company may assume in 

connection with its operating strategies presented by management at least annually 
and make recommendations to the Board annually for its approval. 

 
E. Information Security and Cyber Security Risk Management Matters. The Committee, 

with respect to information security and cyber security risk, will: 
 

(i) Recommend changes to the Board that would enhance the Company’s goal of 
ensuring robust and effective controls related to information security and cyber 
security risk and compliance with applicable regulatory requirements. 

 
(ii) Review and evaluate reports and corresponding policy recommendations presented 

by the Company’s Chief Security Officer (“CSO”) regarding the annual assessment 
of information security and cyber security risks, solutions, and policy adjustments 
or use of new technologies and/or processes. If information security and/or cyber 
security risk issues develop between meetings of the Committee that the CSO or 
other member of the executive leadership believes could have a material adverse 
impact on the Company, the CSO or other member of executive leadership (or their 
designees) shall promptly report such issues to the Chair. 

 
(iii) Review the Company’s information security program and related policies, including 

the Regulation SCI Compliance Policy and Business Continuity and Disaster 
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Recovery Plan at least annually, and make recommendations to the Board for 
approval. 

 
(iv) Review material information security and cyber security events, including any SCI 

events, and the response thereto as may arise. 
 

F. Review of Applicants for Participation and Settling Banks. The Committee, as 
described in Rule 2A and Rule 13, will be responsible for the review, approval or 
disapproval of an applicant to become a participant or settling bank.  

 
G. Other Matters. The Committee will undertake an annual self-assessment of the 

Committee’s performance and provide results of such assessment to the Governance 
Committee for review. 

 
IV. Charter Review 
 
The Committee will review, at least annually, this Charter and recommend any proposed changes 
to the Board for approval. 




