
    
  

 
 

 
 

  
 

  
 

  
 

 

  
 

  
 

   

 
 

 
 

 

 
 

 

DOL Conflict of Interest Rule Considerations 

Considerations for Defining and 
Executing Your Strategy 

This Guide is part of a series 
that provides a framework for 
analyzing the impact of the 
DOL’s Conflict of Interest rule. It 
contains a high-level overview 
of considerations to address. 

The Conflict of Interest rule contains 
very specific conditions. This document 
is a broad overview of considerations 
to help you get started. Review the 
full scope of the rule at http://www. 
dol.gov/ebsa/regs/conflictsofinterest. 
html. 

The Department of Labor’s (DOL’s) Conflict of Interest rule 
broadens the definition of investment advice. As a result, 
many interactions with investors will be treated as fiduciary 
recommendations by advisors who receive compensation for 
their advice. That means there will be new responsibilities 
that will impact business models, procedures, compensation 
and client relationships. To comply with the new rule, 
there are extensive disclosure requirements, with data 
management and reporting challenges. 

As you now move into implementation and execution of 
your strategies, here are some considerations for firms 
Complying with conditions of the Best Interest Contract 

› Define your material conflicts 

Have you defined all potential conflicts needed to comply with the rule? 
The Best Interest Contract Exemption requires disclosure of your material 
conflicts. Start now to identify them and define them for disclosures. 

› Develop policies and procedures to help support Impartial Conduct Standards 

- How will your firm address the following requirements: 

• Obligation to act in the customer’s best interest,

• Avoid misleading statements, and

• Receive no more than reasonable compensation?

› Develop supervision and control mechanisms 

Based on your new policies and procedures, you will need to develop a new 
supervision and control framework for full compliance. 

› Identify your Chief “Conflicts” Officer 

You will need to designate a Chief “Conflicts” Officer whose job it is to keep 
the written record of the material conflicts and to monitor compliance. This 
could be a Chief Compliance Officer. 

› Make a decision about how to handle pre-existing securities 

For existing positions, prior to April 10, 2017, have you made decisions 
around grandfathering those securities to receive ongoing compensation? 
Will you segregate those accounts from new accounts? 
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› Create advisor communications and training 

You will need to have a plan in place for communicating 
and training on any changes to your firm’s business, 
operation and compliance models, as well as the overall 
impact to your advisors’ business. 

Implementing required operational changes 

› Develop contracts and disclosures 

Have you defined what contracts and disclosures are 

needed for your firm’s business models? Can you create 

your own contracts and disclosures in-house?
 
Are there external resources you can leverage?
 

› Review existing advisory programs 

Does your firm offer appropriate advisory programs 
to meet the various needs of your investors? Do any 
changes need to be made to the structure of these 
programs to comply with rule? 

› Review your assets not custodied at Pershing 

Will you permit existing direct-to-fund or insurance 
carrier business to continue? If so, how will you monitor 
trades for rule compliance? How will you supervise your 
firm’s contract/disclosure requirements? 

› Review your processing of fixed income investments 

Have you reviewed your firm’s process and procedure for 
fixed income investments? Have you determined which 
exemption you will rely on for fixed income business? 

Pershing can help 

As you assess the implementation complexity and risk 
exposure of this new rule, your firm will likely need to pursue 
multiple business and compliance strategies. Pershing will 
make available a broad set of solutions that aligns with 
those strategies, including a robust suite of configurable 
exemption solutions. 

For more information 

Look for future Pershing Client Guides. Also talk 
to your Pershing Relationship Manager about how 
Pershing’s open-architecture platform can support 
your strategies to comply with the new Conflict of 
Interest rule. Additional information can be found 
in Pershing’s DOL Resource Center in the Marketing 
Center in NetX360®. 

The information provided in this article is general and 
educational in nature, and is not intended to be, and should 
not be construed as legal advice. Complying with the 
terms of the Best Interest Contract Exemption will depend 
on each firm’s particular treatment pursuant to the rule. 
Failure to comply with the conditions of an exemption can 
result in the firm engaging in a prohibited transaction. 

©2016 Pershing LLC. Pershing LLC, member FINRA, NYSE, SIPC, is a 
wholly owned subsidiary of The Bank of New York Mellon Corporation 
(BNY Mellon). Trademark(s) belong to their respective owners. For 
professional use only. Not for distribution to the public. 

The information provided in this article is general and educational 
in nature, and is not intended to be, and should not be construed 
as legal advice. Federal and state laws and regulations governing 
broker-dealer and registered investment adviser conduct are 
complex and subject to change. Please consult your attorney for 
legal advice about your firm’s particular situation. 
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