A One-Page Overview of Regulation Best Interest, Form CRS
and Two Interpretations of the US Investment Advisers Act

On June 5, 2019, the SEC approved a package of rulemakings and interpretations designed to enhance protection of investors when
interacting with investment advisers and broker-dealers (together, “firms”). The package consists of four components which we
review in our white paper, The New Standards for Investor Protection: An Analysis of Regulation Best Interest, Form CRS and Two
Interpretations of the Advisers Act. Below is a one-page summary of the four components and certain “action items” firms should

consider that arise from each component.

Click here to read the complete analysis that provides an in depth look at how firms can navigate and comply with each component.

1. Regulation Best Interest (Applies to Broker-Dealers; 3. Fiduciary Interpretation (Applies to all Investment Advisers;

Compliance Date June 30, 2020) Effective July 12, 2019)
Regulation Best Interest enhances the broker-dealer standard of The Fiduciary Interpretation reaffirms and clarifies certain aspects
conduct beyond the previous suitability obligation. When making of an investment adviser’s fiduciary duty under the Advisers Act
a recommendation to a retail customer of any securities transaction such as the duty of care and loyalty. Action items include:
or investment strategy involving securities, a broker-dealer must « Updating disclosure documents that indicate an Investment
now act in the retail customer’s best interest and cannot place its Adviser “may” have a conflict of interest if that conflict actually
own interests ahead of a customer. Action items include: distk

N hg Wl the 1iile appliesdol your frmp=isfyour firn @ » Updating disclosure documents regarding conflicts of interest that
broker-dealer that recommends securities or investment strategies arise from trade allocation including how the adviser allocates
involving securities to retail customers? investment opportunities.

* Updating your firm’s policies:and procedures to achieve * Reevaluating limitations of liability “hedge clauses” in advisory
compliance with the rule’s three main sub-components: contracts (in particular, for retail clients).

(i) Disclosure Obligation, (ii) Care Obligation and (iii) Conflict of

Interest Obligation. 4. Solely Incidental Interpretation (Applies to Broker-Dealers;

T ’ \ . Effective July 12, 2019)
* Maintaining a record of all information collected from and provided

to retail customers pursuant to the rule. Examples of new The Solely Incidental Interpretation clarifies the exclusion

recordkeeping include the “retail customer investment profile” provided to broker-dealers under the Advisers Act when a broker-

and all written disclosures provided to retail customers. dealer’s advisory services are considered “solely incidental” to

their brokerage business. Action items include:

2. Form CRS (Applies to Broker-Dealers and Registered
* Reevaluating investment discretion over customer accounts to

Investment Advisers; Compliance Date June 30, 2020)
ensure discretion is limited.

Form CRS is a disclosure document meant to reduce retail investor
) . i ) » Updating your firm’s policies and procedures regarding account
confusion about fees, conflicts of interest and the required standard
monitoring to ensure continuous monitoring is forbidden and that

of conduct for a particular firm. Action items include:
any monitoring occurs at specific time frames.

 Determining whether the rule applies to your firm—is your firm a
registered investment adviser or broker-dealer that provides services

to retail investors?

» Updating your firm’s policies and procedures to ensure

compliance with the form’s maintenance, filing and investor

delivery requirements. Vedder PrlCe


https://www.vedderprice.com/-/media/files/vedder-thinking/publications/2019/08/the-new-standards-for-investor-protection.pdf
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THE INVESTMENT SERVICES GROUP AT VEDDER PRICE HAS
EXPERIENCE IN ALL MATTERS RELATED TO THE DESIGN,
ORGANIZATION AND DISTRIBUTION OF INVESTMENT PRODUCTS.
WE CAN ASSIST WITH INVESTMENT COMPANY AND INVESTMENT
ADVISER SECURITIES REGULATION AND COMPLIANCE MATTERS,
DERIVATIVES AND FINANCIAL PRODUCT MATTERS, AND ERISA
AND TAX MATTERS.

YOU CAN EXPECT TO WORK WITH A HIGHLY EXPERIENCED
TEAM THAT HAS EXTENSIVE KNOWLEDGE IN STRUCTURAL,
OPERATIONAL AND REGULATORY MATTERS, AND IS DEDICATED
TO QUALITY, RESPONSIVE SERVICE.

OUR ATTORNEYS PROVIDE A FULL RANGE OF SERVICES TO
DIVERSE FINANCIAL SERVICES ORGANIZATIONS, INCLUDING:
BROKER/DEALER, CLOSED-END FUNDS, FUND FORMATION,

HEDGE FUNDS, INDEPENDENT DIRECTORS, INVESTMENT
ADVISORS, MUTUAL FUNDS AND ETFS.
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