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IRA and KEOGH Accounts

Where the bank offers self-directed IRA or Keogh accounts, 
the Interagency Statement generally applies,17 except with 
respect to the suitability guidelines.18 In addition,  the 
following management and internal controls apply.  Examiners 
should verify that:

•	 Asset and Accounting Controls

°	 Customer assets are segregated from bank assets and 
from other account assets;

°	 Accounting records reflect segregation of accounts; and

°	 Accounting controls facilitate proper income reporting, 
record asset types, and identify individual instruments.

•	 Documentation

°	 Documentation clearly identifies and supports each 
account. 

	 NOTE: IRA documentation should include, at a 
minimum, the required IRS trust/custodian agreement 
(Form 5305, 5305A, or equivalent), consumer 
disclosure agreement, signature card(s), and 
beneficiary designation. 

•	 Illegal Investments

°	 Illegal investments are not permitted, regardless of any 
contrary customer instructions.

°	 IRA funds are not used for certain insider transactions, 
including:

–	 Loans to the account sponsor or beneficiaries.

–	 Collateral for loans to the account sponsor or 
beneficiaries.

–	 Purchasing assets from the account sponsor, 
beneficiaries, or custodian bank.

–	 Selling assets to the account sponsor, beneficiaries, 
or custodian bank.

–	 Investments in debt instruments of the custodian 
bank or its holding company.

–	 Investments in equity securities of the custodian 
bank or its holding company, unless acquired from 
an independent third-party at fair market value. 

•	 Broker Selection

°	 Broker selection is based upon two principles:

–	 Management selects the best broker for the account.

17	 The Interagency Statement does not apply to self-directed IRAs that 
are invested entirely in insured deposits or that are part of a formal trust 
agreement (trustee accounts).

18	 Because self-directed accounts permit account holders to select their 
own investments, no investment recommendations should be solicited 
and no suitability issues should arise.  However, an account is not truly 
self-directed if the bank offers investment advice to the customer.

–	 Brokers are selected based solely on the combination 
of lowest possible commission and best possible 
order execution. 

		 NOTE: Management may not select a broker based 
on insider relationships, personal relationships, 
compensation of any type, or solely due to 
community ties (SEC Rule 28(e)).

•	 Bank Brokerage

°	 The bank uses its own brokerage operations only when:

–	 Management satisfies securities laws relative to 
broker selection.

–	 The customer receives full written disclosure 
(pursuant to FDIC General Counsel’s Opinion 
Number Six) of the bank’s or affiliate’s relationship 
to the broker and all compensation that the bank will 
earn.

–	 The account agreement expressly authorizes the 
specific activity.

–	 The bank complies with Employee Retirement 
Income Security Act (ERISA) and Internal Revenue 
Code provisions stipulating that the bank must either 
charge no fees, or only charge fees that recover 
direct costs.

–	 The bank automatically uses its brokerage for all 
transactions unless requested to do otherwise, but 
provides 30-day advance notice to accounts of all fee 
increases and permits accounts to immediately cease 
using the bank’s brokerage without penalty.

Documenting the Examination

Findings should be documented in the workpapers and 
incorporated in the report of examination as appropriate.  In 
addition, record the information about the review and analysis 
of retail investment sales activities in SOURCE under the 
tabbed section labeled “NDP Sales.” 

When a bank does not adhere to the Interagency Statement, 
these findings must be recorded in SOURCE under the “NDP 
Sales” tab, “7: Inv Findings” sub-tab.  Examiners should also 
ensure that a violation code for each violation of FDIC Part 
344 or the Treasury Regulations 403.5(d) and 450 is recorded 
in the system. 
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