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Why did DOL want a new rule?
/�ey Üanted to sto« t�e �ar� caused Ly Conflicted ƂdÛice°

What does the DOL Rule do?
£° �a�es eÛeryone a Fiduciary o Üell al�ost
Ó° Increases �isclosure
Î° I�«oses a 	est Interest -tandard for  
    ƂdÛice
{° I�«oses a ReasonaLle Co�«ensation  
    Standard
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Conflict of Interest - Fiduciary Rule

The Last 40 years          oÜ Ƃ«ril Óä£È®

Who’s a Fiduciary?

VS
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1975 Rule (Current Rule): 5 Part Test 2016 Rule: 4 Part Test

Ƃ «erson renders adÛice to t�e «lan as to t�e Ûal-
ue of or adÛisaLility of Luyin}] sellin}] inÛestin} in 
securities or ot�er «ro«erty

Ƃ «erson �a�es a reco��endation renders 
adÛice® to a «lan wduciary] «lan «artici«ant] or IRƂ 
oÜner re}ardin} Luyin}] sellin}] �oldin}] Ûaluin} 
or distriLution fro� a «lan or IRƂ

"n a re}ular Lasis "nce is enou}�

*ursuant to a �utual a}ree�ent] arran}e�ent] or 
understandin} Üritten or ot�erÜise] LetÜeen t�e 
«lan or a «lan wduciary

*ursuant to a Üritten or ÛerLal a}ree�ent] ar-
ran}e�ent] or understandin}

/�at t�e serÛices Üill serÛe as a «ri�ary Lasis for 
inÛest�ent decisions

/�at t�e adÛice is }iÛen for consideration in �a�-
in} inÛest�ent of �ana}e�ent decision] and o

/�e adÛice Üill Le indiÛidualiâed to t�e «lan 
Lased on t�e «articular needs of t�e «lan 
re}ardin} suc� �atters as] a�on} ot�er t�in}s] 
inÛest�ent «olicies or strate}y] oÛerall «ortfolio 
co�«osition] or diÛersiwcation

/�at t�e adÛice is indiÛidualiâed to] or t�at t�e 
adÛice is s«eciwcally directed to] t�e adÛice 
reci«ient°
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Conflict of Interest - Fiduciary Rule

How do you become a Fiduciary and find 
yourself subject to the Rule?

Fiduciary

Advice Compensation

IRA or Qualified Plan

Consequence?
Prohibited Transaction

Prohibited Transaction Exemption
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I/�e Rule also «roÛides eÝce«tions or carÛe-outs to t�e dewnition of InÛest�ent ƂdÛice
For Internal 1se "nlyÆ �aterial -uL�ect to C�an}e 7it�out  otice

Investment Advice*:

• 	uy] -ell or �old reco��endation] includin} rolloÛers

• �ana}e�ent of -ecuritiesÉ*ro«erty e°}°] inÛest�ent  
   «olicies] account ty«e] «ortfolio co�«osition] etc®

• Referral of *erson to *roÛide InÛest�ent ƂdÛice
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Common Prohibited Transaction 
Exemptions (PTE)

PTE 84-24
	est Interest Contract  

Ýe�«tion 	IC®

7�ic� */ de«ends on\

£° Ƃccount /y«e\ IRƂ or +ualiwed *lan
Ó° Ƃsset /y«e\ FiÝed Ƃnnuity] IndeÝed Ƃnnuity] 6ariaLle Ƃnnuity] �utual Fund] etc
Î° Co�«ensation\ Co��ission] Ƃsset 	ased] ReÛenue -�arin}] �ar�etin} Fees] etc
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Scope of PTEs

PTE 84-24
	est Interest Contract  

Ýe�«tion 	IC®
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li}iLle *roducts\
 
U " �9 FiÝed Ƃnnuities }rou« and  
   indiÛidual® and Insurance Contracts  
   li}iLle Co�«ensation for Fiduciary
 
U " �9 Insurance Co��issions]  
   includin} trailer] and related e�«loyee  
   Lenewts

li}iLle *roducts\

U 	road ran}e of «roducts

U Ýa�«le\ indeÝed annuities] ÛariaLle  
   annuities] �utual funds] etc li}iLle  
   Co�«ensation for Fiduciary

U 	road ran}e of co�«ensation  
   structures

U Ýa�«le\ Ƃssets Lased c�ar}e]  
   �ar�etin} alloÜance] etc
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PTE 84-24

8�*/I"  F"R C"6R� 
/RƂ -ƂC/I" -

CoÛered /ransaction\ *ay�ent of 
insurance co��ission and related 
e�«loyee Lenewts in connection 

Üit� t�e sale of an insurance 
contract or wÝed annuity

I�*ƂR/IƂ� 
C" �1C/ 

-/Ƃ �ƂR�-

� RƂ� 
C" �I/I" -

7RI//  
�I-C�"-1R-
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	IC

C" /RƂC/ R+1IR� /

For Internal 1se "nlyÆ �aterial -uL�ect to C�an}e 7it�out  otice

�I-C�"-1R R+1IR� /

ƂC� "7��� 
FI�1CIƂR9 -/Ƃ/1-

I�*ƂR/IƂ� C" �1C/ 
-/Ƃ �ƂR�-

7ƂRRƂ /I-

C" /RƂC/  
�I-C�"-1R-

*"I / "F -Ƃ� /RƂ --
ƂC/I" ® �I-C�"-1R

7	*Ƃ�  
�I-C�"-1R
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Some Practical Impacts
£° on-Co�«liance Üit� */ q Re}ulatory

Ó°Contract �iti}ation in -tate Court

Î°IndeÝed Ƃnnuity �istriLution
 q�ust Le sold t�rou}� 	IC
 qInsurance Co�«anies are }enerally reluctant to si}n t�e 	IC contract
 qIncentiÛe and Ûaryin} co�«ensation «laces «ressure on Ü�et�er adÛiser  
   reco��endation Üas in t�e Lest interest of custo�ers
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So What’s Next?
Applicability Date: Ƃ«ril £ä] Óä£Ç �ost reµuire�ents a««ly®

Full Phase-In Date: �anuary £] Óä£n full co�«liance®
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1. What does the DOL rule do?
7KH�QHZ�ͤGXFLDU\�UXOH�UHSODFHV�D�UXOH�WKDW�KDG�EHHQ�RQ�WKH�ERRNV�VLQFH������
WR�GHWHUPLQH�ZKHWKHU�VRPHRQH�LV�D�ͤGXFLDU\�XQGHU�WKH�(PSOR\HH�5HWLUHPHQW�
,QFRPH�6HFXULW\�$FW�RI�������(5,6$���7KH�QHZ�UXOH�VLJQLͤFDQWO\�H[SDQGV�WKH�
XQLYHUVH�RI�DFWLYLWLHV�WKDW�ZRXOG�PDNH�VRPHRQH�D�ͤGXFLDU\�XQGHU�(5,6$�E\�
WUHDWLQJ�DOPRVW�DQ\�VXJJHVWLRQ�DERXW�LQYHVWPHQWV�DV�ͤGXFLDU\�DGYLFH�

Many common activities that have not traditionally been considered 
ͤGXFLDU\�LQ�QDWXUH�EXW�ZRXOG�EH�XQGHU�WKH�QHZ�UXOH��LQFOXGLQJ��IRU�H[DPSOH��
recommending or suggesting that a client:

 Q Rollover all or part of their retirement savings from a 401(k) plan to an IRA 
DFFRXQW��RU�WUDQVIHU�DOO�RU�SDUW�RI�WKHLU�VDYLQJV�IURP�RQH�,5$�WR�DQRWKHU�

 Q Hire another person to provide investment advice or investment 
management services.

 Q 7UDQVLWLRQ�IURP�D�FRPPLVVLRQ�EDVHG�EURNHUDJH�DFFRXQW�WR�D�IHH�EDVHG�
advisory account.

:KLOH�WKH�QHZ�UXOH�FOHDUO\�WUHDWV�WKH�DFWLYLWLHV�OLVWHG�DERYH�DV�ͤGXFLDU\�DGYLFH��
the treatment of other types of activities is less certain. Here are a few 
H[DPSOHV�RI�DFWLYLWLHV�WKDW�SRWHQWLDOO\�FRXOG�PDNH�\RX�D�ͤGXFLDU\�XQGHU�WKH�
QHZ�UXOH��GHSHQGLQJ�RQ�WKH�FLUFXPVWDQFHV�

 Q Giving a mere factual description of the features of an investment 
product and explaining how the product can meet certain needs.

 Q Providing examples of how particular investment products could be 
used to implement an individual’s asset allocation plan.

 Q Counseling a recent retiree about his or her likely income replacement 
needs and the features available under various annuity products that 
could help meet those income replacement needs.

:KLOH�VRPH�RI�WKHVH�DFWLYLWLHV�FRXOG�TXDOLI\�DV�HGXFDWLRQ��FHUWDLQ�YDULDWLRQV�
might cross over into the category of recommendations and constitute 
ͤGXFLDU\�DGYLFH��'HWHUPLQDWLRQV�DERXW�ZKHWKHU�VSHFLͤF�DFWLYLWLHV�ZLOO�PDNH�
\RX�D�ͤGXFLDU\�XQGHU�WKH�'2/�UXOH�ZLOO�EH�PDGH�E\�\RXU�ͤUP�

ABOUT THE RULE
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2. What is the Best Interest Contract (BIC) Exemption?
7KH�%HVW�,QWHUHVW�&RQWUDFW��%,&��([HPSWLRQ�ZRXOG�DOORZ�\RX�DQG�\RXU�ͤUP�WR�
continue to receive commissions and other types of compensation tied to 
VSHFLͤF�SURGXFWV�LI�\RXU�ͤUP�PHHWV�WKH�IROORZLQJ�UHTXLUHPHQWV�

 Q )RU�,5$�FOLHQWV��HQWHU�LQWR�D�̸EHVW�LQWHUHVW�FRQWUDFW̹�ZLWK�\RXU�FOLHQWV�
(no contract is required when you are working with an ERISA plan or a 
SDUWLFLSDQW�LQ�DQ�(5,6$�SODQ���LQFOXGLQJ�SURPLVHV�WKDW�\RX�DQG�\RXU�ͤUP�
ZLOO�DFW�LQ�\RXU�FOLHQW̵V�EHVW�LQWHUHVW��DQG�ZLOO�UHFHLYH�RQO\�̸UHDVRQDEOH�
compensation” for your services.

 Q (VWDEOLVK�SROLFLHV�DQG�SURFHGXUHV�WR�SUHYHQW�PDWHULDO�FRQͥLFWV�RI�
interest from causing violations of these promises.

 Q Provide your clients with general information about the best interest 
VWDQGDUG�DQG�PDWHULDO�FRQͥLFWV�RI�LQWHUHVW��ZLWK�PRUH�GHWDLOHG�
information available upon request.

 Q Maintain a free website that is updated at least quarterly and provides 
information about arrangements with product manufacturers and 
RWKHU�SDUWLHV�IRU�WKLUG�SDUW\�SD\PHQWV��DQG�LQIRUPDWLRQ�DERXW�WKH�ͤUP̵V�
business model and advisor compensation arrangements.

<RXU�ͤUP�ZLOO�GHFLGH�ZKHWKHU�LW�LQWHQGV�WR�XVH�WKH�%,&�([HPSWLRQ��)LUPV�
WKDW�FKRRVH�WR�XVH�WKH�%,&�([HPSWLRQ�ZLOO�GHYHORS�SROLFLHV��SURFHGXUHV�DQG�
practices you will have to follow to ensure compliance with all of these 
requirements.
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3. Are there any exceptions from the DOL rule?
While the rule broadly treats almost all interactions between advisors and 
FOLHQWV�DV�ͤGXFLDU\�DGYLFH��LW�GRHV�PDNH�FOHDU�WKDW�FHUWDLQ�W\SHV�RI�DFWLYLWLHV�
ZRXOG�QRW�PDNH�VRPHRQH�D�ͤGXFLDU\�XQGHU�(5,6$�

 Q *HQHUDO�FRPPXQLFDWLRQV�VXFK�DV�QHZVOHWWHUV��UHVHDUFK�UHSRUWV��JHQHUDO�
PDUNHWLQJ�PDWHULDOV��DQG�VSHHFKHV�DQG�SUHVHQWDWLRQV�DW�FRQIHUHQFHV�
DQG�ZLGHO\�DWWHQGHG�HYHQWV�ZRXOG�QRW�W\SLFDOO\�EH�FRQVLGHUHG�ͤGXFLDU\�
advice.

 Q <RX�ZLOO�DOVR�EH�DEOH�WR�SURYLGH�HGXFDWLRQDO�LQIRUPDWLRQ�DERXW�ͤQDQFLDO��
LQYHVWPHQW��DQG�UHWLUHPHQW�PDWWHUV�ZLWKRXW�EHFRPLQJ�D�ͤGXFLDU\��
DOWKRXJK�WKHUH�DUH�VRPH�UHVWULFWLRQV�RQ�\RXU�DELOLW\�WR�GLVFXVV�VSHFLͤF�
LQYHVWPHQW�SURGXFWV��)RU�H[DPSOH��LI�\RX�DUH�ZRUNLQJ�ZLWK�D�SDUWLFLSDQW�
LQ�DQ�HPSOR\PHQW�EDVHG�SODQ��\RX�FDQ�LGHQWLI\�VSHFLͤF�LQYHVWPHQWV�DV�
part of an asset allocation model as long as you list all of the options 
available in the plan within each asset class. This is not permitted if you 
are working with an IRA owner.

 Q 7KH�UXOH�DOVR�SURYLGHV�DQ�H[FHSWLRQ�IRU�DUPV̵�OHQJWK�VDOHV�WUDQVDFWLRQV�
�VRPHWLPHV�UHIHUUHG�WR�DV�WKH�̸VHOOHU̵V�H[FHSWLRQ̹���EXW�LW�LV�RQO\�DYDLODEOH�
if you provide advice about such transactions to an “independent 
ͤGXFLDU\�̹ �ZKLFK�FDQ�EH�D�EDQN��DQ�LQVXUDQFH�FRPSDQ\��D�EURNHU�GHDOHU��D�
UHJLVWHUHG�LQYHVWPHQW�DGYLVHU��RU�D�ͤGXFLDU\�ZLWK�DW�OHDVW�����PLOOLRQ�LQ�
assets under management.

7KHVH�DUH�MXVW�WKUHH�H[DPSOHV�̰�<RXU�ͤUP�ZLOO�GHWHUPLQH�ZKHWKHU�VSHFLͤF�
DFWLYLWLHV�ZRXOG�PDNH�\RX�D�ͤGXFLDU\�XQGHU�WKH�UXOH�
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4. When will the DOL rule go into effect? What is 
the difference between the effective date and the 
LPSOHPHQWDWLRQ�GDWH"�+RZ�ORQJ�ZLOO�P\�̨UP�DQG�,�KDYH�WR�
comply with the rule?
7KH�HIIHFWLYH�GDWH�RI�WKH�ͤQDO�UXOH�LV����GD\V�DIWHU�LWV�SXEOLFDWLRQ�LQ�WKH�
)HGHUDO�5HJLVWHU��RU�-XQH����������7KH�DSSOLFDELOLW\�GDWH�IRU�PRVW�SDUWV�RI�WKH�
ͤQDO�UXOH�LV�$SULO�����������&HUWDLQ�SDUWV�RI�WKH�%,&�([HPSWLRQ�KDYH�D�GHOD\HG�
DSSOLFDELOLW\�GDWH�RI�-DQXDU\����������
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���:LOO�,�QHHG�VSHFLDO�̨GXFLDU\�LQVXUDQFH��(	2�FRYHUDJH��IRU�
the liability imposed under the DOL rule?
:KLOH�(5,6$�GRHV�QRW�UHTXLUH�ͤGXFLDULHV�WR�KROG�DQ\�SDUWLFXODU�W\SH�RI�
LQVXUDQFH�FRYHUDJH��DQ\RQH�ZKR�ZLOO�EHFRPH�D�ͤGXFLDU\�XQGHU�WKH�'2/�
UXOH�VKRXOG�FRQVLGHU�REWDLQLQJ�ͤGXFLDU\�OLDELOLW\�LQVXUDQFH��6RPH�ͤUPV�KROG�
ͤGXFLDU\�OLDELOLW\�FRYHUDJH�IRU�WKHLU�DGYLVRUV��VR�\RX�VKRXOG�FKHFN�ZLWK�\RXU�
ͤUP�WR�ͤQG�RXW�LI�\RX�DOUHDG\�FRYHUHG�

,I�\RXU�ͤUP�GRHV�QRW�SURYLGH�WKLV�W\SH�RI�FRYHUDJH�IRU�\RX��\RX�VKRXOG�
FRQVLGHU�SXUFKDVLQJ�\RXU�RZQ�ͤGXFLDU\�OLDELOLW\�SROLF\��*LYHQ�WKH�VSHFLDOL]HG�
QDWXUH�RI�WKLV�W\SH�RI�FRYHUDJH��LW�ZRXOG�EH�DGYLVDEOH�WR�FRQVXOW�ZLWK�D�EURNHU�
ZKR�KDV�H[SHULHQFH�DQG�H[SHUWLVH�GHDOLQJ�ZLWK�(5,6$�ͤGXFLDU\�OLDELOLW\�

,Q�HLWKHU�FDVH��PDNH�VXUH�\RX�XQGHUVWDQG�WKH�FRYHUDJH�OLPLWV�DQG�H[FOXVLRQV�
DVVRFLDWHG�ZLWK�WKLV�W\SH�RI�FRYHUDJH��)RU�H[DPSOH��FHUWDLQ�SROLFLHV�PD\�OLPLW�
coverage to the amount of any applicable surrender charges.
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6. What should I do if I have questions about how to interpret 
or apply the DOL rule? Is it possible to ask the DOL for 
additional guidance?
<RX�VKRXOG�FRQVXOW�ZLWK�\RXU�ͤUP�EHIRUH�DWWHPSWLQJ�WR�FRQWDFW�WKH�'2/�
directly to request any guidance about the rule.
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BEING AN ERISA FIDUCIARY
���:KDW�GRHV�LW�PHDQ�WR�EH�D�̨GXFLDU\�XQGHU�(5,6$��DQG�KRZ� 
GRHV�̨GXFLDU\�VWDWXV�DIIHFW�DGYLVRU�FRPSHQVDWLRQ"
7KH�'2/�KDV�HPSKDVL]HG�WKH�IDFW�WKDW�D�ͤGXFLDU\�XQGHU�(5,6$�LV�UHTXLUHG�WR�
act in his or her client’s best interest. We know the vast majority of advisors 
DUH�DOUHDG\�FRPPLWWHG�WR�DFWLQJ�LQ�WKHLU�FOLHQWV̵�EHVW�LQWHUHVW��EXW�WKLV�LV�PRUH�
WKDQ�MXVW�DQ�DͦUPDWLRQ�RI�WKDW�FRPPLWPHQW��,W�FKDQJHV�DGYLVRUV̵�OHJDO�VWDWXV�
and holds them to new legal obligations that go beyond doing what’s right for 
their clients.

6SHFLͤFDOO\��(5,6$�ͤGXFLDULHV�DQG�WKHLU�ͤUPV�KDYH�D�GXW\�RI�OR\DOW\��PHDQLQJ�
WKH\�PXVW�DFW�VROHO\�LQ�WKH�LQWHUHVW�RI�WKHLU�FOLHQWV��DQG�D�GXW\�RI�SUXGHQFH��
PHDQLQJ�WKH\�PXVW�DFW�ZLWK�WKH�̸FDUH��VNLOO��SUXGHQFH��DQG�GLOLJHQFH�XQGHU�WKH�
circumstances then prevailing that a prudent man acting in a like capacity 
would use.” Compliance with these duties is not judged based on outcomes 
EXW�UDWKHU�RQ�WKH�SURFHVV�IROORZHG�E\�WKH�ͤGXFLDU\�

0RUHRYHU��(5,6$�ͤGXFLDULHV�DQG�WKHLU�ͤUPV�DUH�QRW�DOORZHG�WR�
receive compensation from any third parties in connection with their 
recommendations or compensation that varies depending on the particular 
investment being recommended. These are considered “prohibited 
transactions.” The DOL can provide exemptions to allow individuals and 
ͤUPV�WR�HQJDJH�LQ�̸SURKLELWHG�WUDQVDFWLRQV̹�DQG�UHFHLYH�FRPSHQVDWLRQ�
XQGHU�FHUWDLQ�FRQGLWLRQV��8QGHU�WKH�QHZ�UXOH��WKH�SULPDU\�H[HPSWLRQ�IRU�
PRVW�VLWXDWLRQV�LV�WKH�%HVW�,QWHUHVW�&RQWUDFW��%,&��H[HPSWLRQ��DOWKRXJK�RWKHU�
H[HPSWLRQV��VXFK�DV�37(��������PD\�DOVR�EH�DYDLODEOH�WR�DOORZ�WR�\RX�UHFHLYH�
compensation for these recommendations. See Question 2 under “About the 
Rule” for general information about the BIC Exemption.
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FAQ FOR FINANCIAL ADVISORS ON THE DOL FIDUCIARY RULE8

2. What are the differences between my obligations as a 
̨GXFLDU\�DQG�WKH�VXLWDELOLW\�VWDQGDUG�,˹YH�DOZD\V�KDG�WR�
IROORZ"�+RZ�ZLOO�EHLQJ�D�̨GXFLDU\�XQGHU�WKH�'2/�UXOH�
change my responsibilities to my clients?
,I�\RX�DUH�D�UHJLVWHUHG�UHSUHVHQWDWLYH�RI�D�EURNHU�GHDOHU��),15$�UXOHV�
require that you “have a reasonable basis to believe that a recommended 
WUDQVDFWLRQ̿LV�VXLWDEOH�IRU�>\RXU@�FXVWRPHU��EDVHG�RQ̿WKH�FXVWRPHU̵V�
LQYHVWPHQW�SURͤOH�̹ �)RU�UHFRPPHQGDWLRQV�RI�YDULDEOH�DQQXLWLHV��),15$�
imposes even more stringent and detailed suitability requirements. Insurance 
agents are subject to similar obligations under most states’ insurance 
ODZV�DQG�UXOHV�ZKHQ�UHFRPPHQGLQJ�LQVXUDQFH�SURGXFWV��LQFOXGLQJ�YDULDEOH�
DQQXLWLHV�DV�ZHOO�DV�ͤ[HG�DQG�ͤ[HG�LQGH[HG�DQQXLWLHV��ZKLFK�DUH�QRW�FRYHUHG�
by FINRA rules).

$V�DQ�(5,6$�ͤGXFLDU\��\RX�ZLOO�EH�UHTXLUHG�WR�DFW�̸VROHO\�LQ�WKH�LQWHUHVW�RI̹�\RXU�
FOLHQWV��7KLV�LV�D�KLJKHU�VWDQGDUG�WKDQ�),15$̵V�VXLWDELOLW\�UXOH��DQG�ZLOO�UHTXLUH�
VLJQLͤFDQW�FKDQJHV�LQ�WKH�ZD\�WKH�LQGXVWU\�GRHV�EXVLQHVV��<RXU�ͤUP�ZLOO�
GHYHORS�SROLFLHV��SURFHGXUHV�DQG�SUDFWLFHV�\RX�ZLOO�KDYH�WR�IROORZ�WR�HQVXUH�
FRPSOLDQFH�ZLWK�WKH�(5,6$�ͤGXFLDU\�VWDQGDUG�
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���,V�WKHUH�D�GLIIHUHQFH�EHWZHHQ�EHLQJ�D�̨GXFLDU\�XQGHU�WKLV�
UXOH�DQG�EHLQJ�D�̨GXFLDU\�XQGHU�WKH�IHGHUDO�VHFXULWLHV�
laws?
<HV��7KH�SULPDU\�GLIIHUHQFH�EHWZHHQ�WKHVH�ͤGXFLDU\�VWDQGDUGV�LV�KRZ�WKH\�
WUHDW�FRQͥLFWV�RI�LQWHUHVW�

,I�\RX�DUH�DQ�LQYHVWPHQW�DGYLVHU�XQGHU�WKH�IHGHUDO�VHFXULWLHV�ODZV��\RX�PXVW�
HLWKHU�HOLPLQDWH�RU�PDNH�IXOO�DQG�IDLU�GLVFORVXUH�RI�DOO�FRQͥLFWV�RI�LQWHUHVW�WKDW�
could impact the impartiality of your advice.

%\�FRQWUDVW��LI�\RX�DUH�D�ͤGXFLDU\�XQGHU�WKH�'2/�UXOH��\RX�DUH�SURKLELWHG�IURP�
UHFRPPHQGLQJ�D�WUDQVDFWLRQ�LI�\RX�KDYH�D�FRQͥLFW�RI�LQWHUHVW�XQOHVV�\RX�FDQ�
qualify for the BIC Exemption or another prohibited transaction exemption 
(PTE).
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FAQ FOR FINANCIAL ADVISORS ON THE DOL FIDUCIARY RULE10

���&DQ�P\�FOLHQWV�DQG�,�DJUHH�WKDW�,�ZLOO�QRW�EH�DQ�(5,6$�
̨GXFLDU\�LQ�FHUWDLQ�VLWXDWLRQV"�)RU�H[DPSOH��VRPH�FOLHQWV�
RQO\�ZDQW�DGYLFH�RQ�D�RQH�WLPH�EDVLV�DQG�GRQ˹W�QHHG�DQ\�
ongoing support.
You and your clients can agree to structure your relationships in a manner 
that would not require you to engage in activities that would make you a 
ͤGXFLDU\��+RZHYHU��LI�\RX�GR�DQ\WKLQJ�WKDW�ZRXOG�EH�FRQVLGHUHG�ͤGXFLDU\�
DFWLYLW\��WKH�UXOH�GRHV�QRW�DSSHDU�WR�DOORZ�\RX�WR�DYRLG�ͤGXFLDU\�VWDWXV�VLPSO\�
by including a disclaimer in the disclosures or other documents you provide 
WR�\RXU�FOLHQWV��,I�\RX�DUH�D�ͤGXFLDU\�XQGHU�WKH�UXOH��WKH�%,&�([HPSWLRQ�GRHV�
DOORZ�\RX�WR�GHͤQH�DQG�OLPLW�WKH�QDWXUH�RI�\RXU�UHODWLRQVKLS�ZLWK�D�SDUWLFXODU�
FOLHQW��8QGHU�WKH�%,&�([HPSWLRQ��\RX�DQG�\RXU�ͤUP�PXVW�SURYLGH�FHUWDLQ�
GLVFORVXUHV�WR�\RXU�FOLHQWV�ZKHQ�WKH\�HQWHU�LQWR�WKH�̸EHVW�LQWHUHVW�FRQWUDFW�̹ �
including information about “the scope of the services provided” by you 
DQG�\RXU�ͤUP��7KH�GLVFORVXUHV�DOVR�PXVW�WHOO�WKH�FOLHQW�LI�\RX�DQG�\RXU�ͤUP�
will monitor the client’s investments and inform them of any recommended 
changes.
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���,I�,�DP�D�̨GXFLDU\�XQGHU�WKH�'2/�UXOH�IRU�D�SDUWLFXODU�
FOLHQW˹V�TXDOL̨HG�DFFRXQWV��ZLOO�,�DOVR�EH�D�̨GXFLDU\�IRU�
WKHLU�QRQTXDOL̨HG�DFFRXQWV"
*HQHUDOO\�VSHDNLQJ��WKH�'2/�UXOH�ZLOO�QRW�DSSO\�WR�D�FOLHQW̵V�QRQ�TXDOLͤHG�
DFFRXQWV��+RZHYHU��LI�\RX�DGYLVH�D�FOLHQW�WR�WDNH�PRQH\�RXW�RI�D�����N��SODQ�RU�
RWKHU�TXDOLͤHG�DFFRXQW�DQG�PRYH�LW�LQWR�D�QRQ�TXDOLͤHG�DFFRXQW��\RX�ZRXOG�EH�
FRQVLGHUHG�WR�EH�DFWLQJ�DV�D�ͤGXFLDU\�XQGHU�WKH�UXOH�IRU�WKH�UHFRPPHQGDWLRQ�
to take that distribution.

The rule is less clear in the context of holistic advice provided to a client with 
GLIIHUHQW�W\SHV�RI�DFFRXQWV��VXFK�DV�D�QRQ�TXDOLͤHG�EURNHUDJH�DFFRXQW�DQG�DQ�
,5$��,I�\RXU�ͤUP�GHFLGHV�WR�XVH�WKH�%,&�([HPSWLRQ��WKH�EHVW�LQWHUHVW�FRQWUDFW�
EHWZHHQ�WKH�ͤUP�DQG�\RXU�FOLHQW�FDQ�VSHFLI\�ZKLFK�DFFRXQWV�DUH�FRYHUHG�E\�
the terms of the contract.
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FAQ FOR FINANCIAL ADVISORS ON THE DOL FIDUCIARY RULE12

���,I�,�EHFRPH�D�̨GXFLDU\�XQGHU�WKH�'2/�UXOH��ZLOO�,�KDYH�WR�
operate under advisory agreements with my clients?
Advisors who engage in activities that would typically require an advisory 
agreement may be able to operate under either an advisory agreement or a 
EHVW�LQWHUHVW�FRQWUDFW��GHSHQGLQJ�RQ�\RXU�ͤUP̵V�GHFLVLRQ�DERXW�ZKHWKHU�LW�
will use the BIC Exemption. The provisions of the best interest contract can 
be incorporated into an advisory agreement or into other account opening 
GRFXPHQWDWLRQ��<RXU�ͤUP�ZLOO�GHWHUPLQH�KRZ�\RX�ZLOO�EH�H[SHFWHG�WR�RSHUDWH�
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COMPENSATION

���+RZ�ZLOO�EHLQJ�D�̨GXFLDU\�XQGHU�WKH�'2/�UXOH�DIIHFW�KRZ�,�
am compensated?
$V�D�ͤGXFLDU\�XQGHU�WKH�'2/�UXOH��\RX�ZLOO�OLNHO\�KDYH�WR�FRPSO\�ZLWK�WKH�
requirements of a prohibited transaction exemption (PTE) to receive 
compensation for the advice you provide to your clients. This will apply to 
both existing and new clients. The BIC Exemption and most other PTEs 
impose a “reasonable compensation” standard that will prohibit you from 
UHFHLYLQJ�H[FHVVLYH�FRPSHQVDWLRQ��7KLV�LV�D�PDUNHW�EDVHG�VWDQGDUG��PHDQLQJ�
\RXU�FRPSHQVDWLRQ�ZLOO�KDYH�WR�EH�DSSURSULDWH�LQ�OLJKW�RI�WKH�VHUYLFHV��ULJKWV�
DQG�EHQHͤWV�\RX�DQG�\RXU�ͤUP�SURYLGH�WR�\RXU�FOLHQWV��7KH�UHDVRQDEOHQHVV�RI�
your compensation will depend on the particular facts and circumstances at 
the time of the recommendation. See Question 3 under “Compensation” for 
more information about “reasonable compensation.”

7KH�UXOH�ZLOO�DOVR�UHTXLUH�\RXU�ͤUP�WR�HVWDEOLVK�SROLFLHV�DQG�SURFHGXUHV�WR�
make sure that any differences in the amount of compensation you may 
receive for recommending one type of product over another (this is called 
̸GLIIHUHQWLDO�FRPSHQVDWLRQ̹�LQ�WKH�UXOH��DUH�EDVHG�RQ�̸QHXWUDO�IDFWRUV�̹ �VXFK�DV�
WKH�H[WUD�WLPH�LW�WDNHV�WR�VHOO�FHUWDLQ�SURGXFWV�RYHU�RWKHUV��)RU�H[DPSOH��\RX�
may only be able to receive a higher commission for recommending a variable 
annuity rather than a mutual fund if you actually spend more time working 
with your clients to make sure the annuity is in their best interest and helping 
them understand the product you are recommending.

<RXU�ͤUP�ZLOO�GHYHORS�SROLFLHV��SURFHGXUHV�DQG�SUDFWLFHV�WR�HQVXUH�
compliance with the compensation restrictions.
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FAQ FOR FINANCIAL ADVISORS ON THE DOL FIDUCIARY RULE14

���:KDW�NLQGV�RI�FRPSHQVDWLRQ�FDQ�,�UHFHLYH�DV�DQ�(5,6$�
̨GXFLDU\"
,I�\RX�EHFRPH�DQ�(5,6$�ͤGXFLDU\�XQGHU�WKH�'2/�UXOH��\RX�DQG�\RXU�ͤUP�ZLOO�EH�
VXEMHFW�WR�(5,6$̵V�SURKLELWHG�WUDQVDFWLRQ�UXOHV��ZKLFK�IRUELG�FRPSHQVDWLRQ�
from any third parties and compensation that varies depending on the 
SDUWLFXODU�LQYHVWPHQW�EHLQJ�UHFRPPHQGHG��&RPSHQVDWLRQ�LQFOXGHV��EXW�LV�
QRW�OLPLWHG�WR��GLUHFW�DQG�LQGLUHFW�VDOHV�FRPPLVVLRQV�DQG�DGYLVRU\�IHHV��DV�
ZHOO�DV�ERQXVHV��DZDUGV��DQG�RWKHU�VLPLODU�SD\PHQWV��,Q�RWKHU�ZRUGV��\RX�
DQG�\RXU�ͤUP�ZLOO�JHQHUDOO\�EH�OLPLWHG�WR�OHYHO�FRPSHQVDWLRQ�DUUDQJHPHQWV�
under an advisory relationship unless you qualify for a prohibited transaction 
H[HPSWLRQ��37(��HVWDEOLVKHG�E\�WKH�'2/��8QGHU�WKH�QHZ�UXOH��WKH�SULPDU\�
exemption for most situations is the Best Interest Contract (BIC) Exemption. 
See Question 2 under “About the Rule” for more information about the BIC 
Exemption.
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3. What does “reasonable compensation” mean?
̸5HDVRQDEOH�FRPSHQVDWLRQ̹�LV�D�YDJXH�DQG�XQGHͤQHG�VWDQGDUG��EXW�WKH�'2/�
KDV�KHOG�ͤGXFLDULHV�WR�(5,6$�SODQV�WR�WKLV�VWDQGDUG�IRU�PDQ\�\HDUV��8QGHU�
WKH�'2/�UXOH��WR�WKH�H[WHQW�\RX�DUH�UHO\LQJ�RQ�WKH�%,&�H[HPSWLRQ��37(�������
RU�RWKHU�SURKLELWHG�WUDQVDFWLRQ�H[HPSWLRQV��WKLV�VWDQGDUG�ZLOO�QRZ�KDYH�WR�EH�
applied in the IRA market as well. Advisors to IRA owners have never before 
KDG�D�OHJDO�REOLJDWLRQ�WR�IROORZ�(5,6$̵V�̸UHDVRQDEOH�FRPSHQVDWLRQ̹�VWDQGDUG��
so this will be an adjustment for that part of the industry.

“Reasonable compensation” has traditionally been interpreted and applied 
E\�WKH�'2/�DV�D�PDUNHW�EDVHG�VWDQGDUG��&RPSOLDQFH�ZLWK�WKLV�VWDQGDUG�ZLOO�
be determined based on whether your compensation is in line with amounts 
being received by others in the market in connection with recommendations 
RI�VLPLODU�SURGXFWV��DV�ZHOO�DV�WKH�VHUYLFHV��ULJKWV��DQG�EHQHͤWV�\RX�DQG�
\RXU�ͤUP�SURYLGH�WR�\RXU�FOLHQWV��7KLV�VWDQGDUG�GRHV�QRW�GLFWDWH�DQ\�VSHFLͤF�
DPRXQW�RI�FRPSHQVDWLRQ�\RX�DQG�\RXU�ͤUP�FDQ�UHFHLYH��EXW�LW�FDQ�EH�
expected to target at least true outliers (compensation that is far out of line 
with the market). The reasonableness of your compensation will depend on 
the particular facts and circumstances at the time of the recommendation.

8OWLPDWHO\��HDFK�ͤUP�ZLOO�PDNH�LWV�RZQ�GHFLVLRQ�DERXW�WKH�PHDQLQJ�RI�
“reasonable compensation” and the policies and procedures needed to satisfy 
this standard.
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FAQ FOR FINANCIAL ADVISORS ON THE DOL FIDUCIARY RULE16

4. Will I have to follow the rules in the BIC Exemption if I only 
receive fees or other forms of levelized compensation? 
Does it make a difference if the levelized compensation is 
at the account level or the product level?
As explained in Question 2 under “About the Rule” and Question 1 under 
̸%HLQJ�DQ�(5,6$�)LGXFLDU\�̹ �DV�D�ͤGXFLDU\�XQGHU�(5,6$��\RX�ZLOO�QRW�EH�DOORZHG�
WR�UHFHLYH�FRPSHQVDWLRQ�WKDW�YDULHV�GHSHQGLQJ�RQ�WKH�VSHFLͤF�SURGXFW�
being recommended or compensation from third parties unless you satisfy 
the requirements of a “prohibited transaction exemption” (PTE). The BIC 
([HPSWLRQ�LV�RQH�H[DPSOH�RI�D�37(��EXW�RWKHUV�PD\�EH�DYDLODEOH�GHSHQGLQJ�
on the particular transaction. The DOL designed the rule to try to drive most 
transactions through the BIC Exemption.

'HSHQGLQJ�RQ�WKH�VSHFLͤF�VLWXDWLRQ��\RX�DQG�\RXU�ͤUP�PD\�EH�DEOH�WR�DYRLG�
the need to use the BIC Exemption or another PTE by using a levelized fee 
VWUXFWXUH�LQVWHDG�RI�FRPPLVVLRQ�EDVHG�FRPSHQVDWLRQ��7KLV�ZRXOG�PHDQ�WKDW�
\RX�DQG�\RXU�ͤUP�ZLOO�EH�SDLG�D�ͤ[HG�DPRXQW��DW�HLWKHU�WKH�DFFRXQW�OHYHO�RU�WKH�
SURGXFW�OHYHO��UHJDUGOHVV�RI�WKH�VSHFLͤF�SURGXFWV�RU�DFWLRQV�\RX�UHFRPPHQG�
to your clients.

(YHQ�LI�\RX�RQO\�UHFHLYH�OHYHO�IHH�FRPSHQVDWLRQ��\RX�ZLOO�VWLOO�KDYH�WR�FRPSO\�
ZLWK�WKH�%,&�([HPSWLRQ�LQ�PDQ\�FDVHV��)RU�H[DPSOH��\RX�ZLOO�QHHG�WR�XVH�WKH�
BIC Exemption if you recommend that a client or potential client rollover all 
RU�SDUW�RI�WKHLU�UHWLUHPHQW�VDYLQJV�IURP�D�����N��WR�DQ�,5$��RU�IURP�RQH�,5$�
to another (because you would receive compensation if the client decides to 
UROORYHU�WKDW�\RX�ZRXOG�QRW�RWKHUZLVH�UHFHLYH���,Q�WKHVH�LQVWDQFHV��\RX�DQG�
\RXU�ͤUP�PD\�EH�DEOH�WR�UHO\�LQVWHDG�RQ�WKH�VR�FDOOHG�̸/HYHO�)HH�)LGXFLDU\̹�
H[HPSWLRQ��D�PXFK�OHVV�EXUGHQVRPH�YHUVLRQ�RI�WKH�IXOO�%,&�([HPSWLRQ��VRPH�
people call this “BIC Lite”).

%,&�/LWH�UHTXLUHV�DFNQRZOHGJHPHQW�RI�ͤGXFLDU\�VWDWXV��D�ZDUUDQW\�RI�
FRPSOLDQFH�ZLWK�WKH�EHVW�LQWHUHVW�DQG�UHDVRQDEOH�FRPSHQVDWLRQ�VWDQGDUGV��DQG�
documentation of the reasons the arrangement is considered to be in the best 
interest of the retirement investor. BIC Lite is only available under very limited 
FLUFXPVWDQFHV��KRZHYHU��EHFDXVH�LW�UHTXLUHV�WKDW�DGYLVRUV�RQO\�UHFHLYH�OHYHO�
IHHV�DQG�QR�RWKHU�FRPSHQVDWLRQ�EH�SDLG�WR�WKH�ͤUP�RU�DQ\�RI�LWV�DͦOLDWHV�

<RXU�ͤUP�ZLOO�GHFLGH�ZKHWKHU�LW�ZLOO�VHHN�WR�DYRLG�XVLQJ�WKH�%,&�([HPSWLRQ�E\�
using only levelized fee arrangements.
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5. How will the DOL rule impact my relationships with 
existing clients? Can I continue to advise clients on 
existing investments (including recommendations about 
subaccount switches) and can I continue to receive trail 
commissions?
$V�QRWHG�LQ�4XHVWLRQ���XQGHU�̸$ERXW�WKH�5XOH�̹ �\RX�DQG�\RXU�ͤUP�ZLOO�KDYH�WR�
begin complying with the DOL rule for both new and existing clients by April 
����������8QGHU�WKH�UXOH��WKHUH�DUH�D�IHZ�SRVVLEOH�ZD\V�IRU�\RX�WR�FRQWLQXH�
servicing your existing clients and receiving compensation with respect to 
those clients after that date.

6RPH�RI�WKH�VHUYLFHV�\RX�SURYLGH�PD\�QRW�PDNH�\RX�D�ͤGXFLDU\�LQ�WKH�ͤUVW�
SODFH��VR�WKRVH�ZRXOG�QRW�EH�LPSDFWHG�E\�WKH�UXOH��)RU�VHUYLFHV�WKDW�DUH�
ͤGXFLDU\�LQ�QDWXUH��\RX�PD\�EH�DEOH�WR�FRQWLQXH�SURYLGLQJ�WKRVH�VHUYLFHV�IRU�
existing accounts without relying on the full BIC Exemption as long as you 
meet certain requirements.

7KLV�LV�UHIHUUHG�WR�DV�̸JUDQGIDWKHULQJ�̹ �DQG�WKH�LQGXVWU\�LV�VWLOO�ZRUNLQJ�WR�
XQGHUVWDQG�WKH�LPSOLFDWLRQV�RI�WKLV�SURYLVLRQ��<RXU�ͤUP�ZLOO�XOWLPDWHO\�GHFLGH�
whether and how its advisors may be able to rely on this provision.

In order to receive new compensation for any transactions you recommend 
DIWHU�$SULO�����������\RX�DQG�\RXU�ͤUP�ZLOO�KDYH�WR�HLWKHU�VWUXFWXUH�WKH�
relationship in a way that avoids any “prohibited transactions” (see Question 
1 under “Being an ERISA Fiduciary”) or satisfy the requirements of the BIC 
([HPSWLRQ��8QWLO�-DQXDU\����������WKH�UXOH�DOORZV�ͤUPV�WR�VDWLVI\�WKH�EHVW�
interest contract requirement with respect to existing clients without having 
\RXU�FOLHQWV�DFWXDOO\�VLJQ�EHVW�LQWHUHVW�FRQWUDFWV��,QVWHDG��\RXU�ͤUP�FDQ�VHQG�
a notice to existing clients informing them of the additional rights they have 
under the BIC Exemption. This is called “negative consent.”

<RXU�ͤUP�ZLOO�GHFLGH�ZKHWKHU�DQG�KRZ�WR�HQWHU�LQWR�EHVW�LQWHUHVW�FRQWUDFWV�
ZLWK�H[LVWLQJ��DFWLYH�FOLHQWV�IRU�VHUYLFHV�WR�EH�UHQGHUHG�IURP�WKDW�SRLQW�
IRUZDUG��$Q�LPSRUWDQW�FRQVLGHUDWLRQ�IRU�ͤUPV�ZLOO�EH�ZKHWKHU�\RX�DUH�
UHFHLYLQJ�WUDLO�FRPPLVVLRQV��DQG�LI�VR��ZKHWKHU�\RX�DUH�SURYLGLQJ�DQ\�RQJRLQJ�
services in exchange for those trails.
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 BIC  PTE 84-24
1. Who has to sign the “best interest contract” and when
GRHV�LW�KDYH�WR�EH�VLJQHG"�:KDW�LI�PRUH�WKDQ�RQH�̨QDQFLDO
LQVWLWXWLRQ�LV�LQYROYHG�LQ�D�SDUWLFXODU�WUDQVDFWLRQ��VXFK�DV
D�YDULDEOH�DQQXLW\�WUDQVDFWLRQ��ZKLFK�LQYROYHV�WKH�LQVXUHU�
WKH�EURNHU�GHDOHU��DQG�WKH�LQVXUDQFH�DJHQF\�"
,I�\RXU�ͤUP�GHFLGHV�WR�UHO\�RQ�WKH�%,&�([HPSWLRQ�IRU�DGYLFH�WR�,5$�RZQHUV��WKH
̸EHVW�LQWHUHVW�FRQWUDFW̹�KDV�WR�EH�VLJQHG�E\�WKH�ͤUP�DQG�\RXU�FOLHQW��LQGLYLGXDO
advisors do not have to sign. The contract has to be signed by the time your
client decides to execute a transaction you recommended. No contract is
UHTXLUHG�IRU�DGYLFH�SURYLGHG�WR�TXDOLͤHG�SODQV��SDUWLFLSDQWV�RU�EHQHͤFLDULHV�

$FFRUGLQJ�WR�WKH�'2/��RQO\�RQH�ͤQDQFLDO�LQVWLWXWLRQ��D�EDQN��DQ�LQVXUDQFH
FRPSDQ\��D�EURNHU�GHDOHU�RU�D�UHJLVWHUHG�LQYHVWPHQW�DGYLVHU��PXVW�VLJQ�WKH
̸EHVW�LQWHUHVW�FRQWUDFW�̹ �*HQHUDOO\�VSHDNLQJ��WKH�ͤQDQFLDO�LQVWLWXWLRQ�ZLWK�WKH
most direct ability to supervise your business activities will be in the best
position to ensure compliance with the requirements of the BIC Exemption
DQG�VKRXOG�WKHUHIRUH�VLJQ�WKH�FRQWUDFW��6R��IRU�H[DPSOH��LI�\RX�DUH�D�UHJLVWHUHG
UHSUHVHQWDWLYH�RI�D�EURNHU�GHDOHU�ͤUP�DQG�\RX�UHFRPPHQG�D�YDULDEOH�DQQXLW\�
WKH�EURNHU�GHDOHU�ͤUP�ZLOO�OLNHO\�VLJQ�WKH�EHVW�LQWHUHVW�FRQWUDFW�ZLWK�\RXU
client. The insurance company that issues the variable annuity would not also
have to sign the contract.

(DFK�ͤUP�ZLOO�HVWDEOLVK�SROLFLHV�DQG�SURFHGXUHV�LWV�DGYLVRUV�ZLOO�KDYH�WR
follow with respect to the execution of best interest contracts.

See Question 6 under “Being an ERISA Fiduciary” for information about the
impact of the contract requirement for registered investment advisers.
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���+RZ�GRHV�WKH�UXOH�LPSDFW�P\�FOLHQW˹V�DELOLW\�WR�VXH�PH�LI�
they are unhappy with their investment results?
%\�UHTXLULQJ�WKDW�\RXU�ͤUP�HQWHU�LQWR�D�̸EHVW�LQWHUHVW�FRQWUDFW̹�ZLWK�\RXU�
,5$�FOLHQWV��WKH�%,&�([HPSWLRQ�SURYLGHV�\RXU�FOLHQWV�ZLWK�WKH�DELOLW\�WR�VHHN�
D�OHJDO�UHPHG\�DJDLQVW�\RXU�ͤUP�IRU�D�EUHDFK�RI�WKH�WHUPV�RI�WKDW�FRQWUDFW��
including the commitments to act in your client’s best interest and receive 
only “reasonable compensation.”

7R�EH�FOHDU��WKRXJK��(5,6$̵V�EHVW�LQWHUHVW�VWDQGDUG�LV�QRW�D�̸KLQGVLJKW̹�
VWDQGDUG�RU�D�JXDUDQWHH�RI�SRVLWLYH�LQYHVWPHQW�UHVXOWV��5DWKHU��LW�LV�EDVHG�
on the facts and circumstances at the time of the recommendation. While 
clients may still try to bring a legal action if they are unhappy with their 
LQYHVWPHQW�UHVXOWV��WKH\�ZLOO�QHHG�WR�VKRZ�PRUH�WKDQ�MXVW�VXE�SDU�LQYHVWPHQW�
SHUIRUPDQFH�WR�SURYH�WKDW�\RX�RU�\RXU�ͤUP�IDLOHG�WR�VDWLVI\�WKH�EHVW�LQWHUHVW�
standard.

7KH�%,&�([HPSWLRQ�GRHV�DOORZ�\RXU�ͤUP�WR�LQFOXGH�D�PDQGDWRU\�DUELWUDWLRQ�
FODXVH�LQ�WKH�EHVW�LQWHUHVW�FRQWUDFW��DQG�WR�GLVFODLP�SXQLWLYH�GDPDJHV��
+RZHYHU��WKH�FRQWUDFW�FDQQRW�LQFOXGH�D�OLPLWDWLRQ�RI�OLDELOLW\�RU�D�ZDLYHU�RI�
clients’ right to participate in a class action suit.

,Q�DGGLWLRQ�WR�\RXU�FOLHQW̵V�DELOLW\�WR�VHHN�D�OHJDO�UHPHG\��WKH�'2/��RU�WKH�
7UHDVXU\�'HSDUWPHQW��IRU�,5$V��PD\�LPSRVH�SHQDOWLHV�LI�\RX�RU�\RXU�ͤUP�IDLO�WR�
act in your client’s best interest or comply with the promises included in the 
best interest contract.
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3. I already have to make sure the investments I recommend 
to my clients are suitable. What more is required to satisfy 
the “best interest” standard?
Suitability requires that your recommendations be appropriate to your 
FOLHQWV̵�LQYHVWPHQW�REMHFWLYHV��ULVN�WROHUDQFH��ͤQDQFLDO�FLUFXPVWDQFHV��DQG�
QHHGV��7KLV�LV�DQ�LPSRUWDQW�SDUW�RI�PHHWLQJ�WKH�EHVW�LQWHUHVW�VWDQGDUG��EXW�
it is not enough. You will also have to make recommendations the way a 
SUXGHQW�H[SHUW�ZRXOG��DQG�SXW�\RXU�RZQ�LQWHUHVWV��DQG�WKRVH�RI�\RXU�ͤUP��DQ\�
DͦOLDWH��DQ\�UHODWHG�SDUW\��RU�DQ\�RWKHU�SDUW\��WR�WKH�VLGH�ZKHQ�DUULYLQJ�DW�\RXU�
recommendation.

7KH�'2/�KDV�PDGH�FOHDU��KRZHYHU��WKDW�WKH�EHVW�LQWHUHVW�VWDQGDUG�GRHV�QRW�
require you to determine the best product available in the entire marketplace 
WR�PHHW�D�FOLHQW̵V�QHHGV��7KH�VWDQGDUG�LV�̸EHVW�LQWHUHVW̹��QRW�̸EHVW�SRVVLEOH�
product.”

'RFXPHQWDWLRQ�ZLOO�EH�FULWLFDO�WR�SURWHFWLQJ�\RXUVHOI�DQG�\RXU�ͤUP�DJDLQVW�DQ\�
future claims by any client that alleges you did not act in their best interest. 
This could include keeping track of the following:

 Q Information you have about your clients (including information clients 
may have declined to provide)

 Q The universe of products you considered to potentially meet their needs

 Q Your reasons for recommending particular products over others

 Q Any information you provide to your clients to help them understand the 
recommended products and the basis for your recommendations.

<RXU�ͤUP�ZLOO�GHYHORS�SROLFLHV�DQG�SURFHGXUHV�WR�HQVXUH�FRPSOLDQFH�ZLWK�
WKH�EHVW�LQWHUHVW�VWDQGDUG��LQFOXGLQJ�WKH�ͤUP̵V�UHTXLUHPHQWV�ZLWK�UHVSHFW�WR�
documentation.
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4. I understand there are new disclosure requirements under 
the BIC Exemption. What do I need to know about those?
,I�\RX�RU�\RXU�ͤUP�LQWHQGV�WR�XVH�WKH�%,&�([HPSWLRQ��\RXU�ͤUP�ZLOO�EH�UHTXLUHG�
to notify the DOL in advance of that intention and must conform to data 
retention and recordkeeping rules.

,Q�DGGLWLRQ��WKH�%,&�([HPSWLRQ�GRHV�LPSRVH�VLJQLͤFDQW�GLVFORVXUH�
requirements. General information about the best interest standard and 
PDWHULDO�FRQͥLFWV�RI�LQWHUHVW�PXVW�EH�SURYLGHG�ZKHQ�\RXU�ͤUP�HQWHUV�LQWR�
EHVW�LQWHUHVW�FRQWUDFW�ZLWK�\RXU�FOLHQW��DQG�ZKHQ�\RXU�FOLHQW�H[HFXWHV�D�
recommended transaction. Your clients will have the ability to obtain more 
GHWDLOHG�LQIRUPDWLRQ�DERXW�IHHV�DQG�FRPSHQVDWLRQ�XSRQ�UHTXHVW��<RXU�ͤUP�
will also have to maintain a free website that is updated at least quarterly 
with information about arrangements with product manufacturers and other 
SDUWLHV�IRU�WKLUG�SDUW\�SD\PHQWV��DQG�LQIRUPDWLRQ�DERXW�WKH�ͤUP̵V�EXVLQHVV�
model and advisor compensation arrangements.

<RXU�ͤUP�ZLOO�EH�UHVSRQVLEOH�IRU�VDWLVI\LQJ�WKHVH�GLVFORVXUH�UHTXLUHPHQWV��
and will establish policies and procedures you will have to follow to ensure 
compliance.
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5. What is PTE 84-24 and how is this exemption used? What 
are the disclosure requirements and other conditions for 
selling products covered by this exemption?
37(�������LV�DQ�H[HPSWLRQ�IURP�WKH�SURKLELWHG�WUDQVDFWLRQ�UXOHV�WKDW�DOORZV�
ͤGXFLDULHV�WR�UHFHLYH�̸LQVXUDQFH�FRPPLVVLRQV̹�IRU�UHFRPPHQGDWLRQV�WR�
SXUFKDVH�̸ͤ[HG�UDWH�DQQXLW\�FRQWUDFWV�̹ �7KLV�H[HPSWLRQ�RQO\�FRYHUV�WKH�
receipt of sales commissions by advisors from the insurance company. 
5HYHQXH�VKDULQJ�SD\PHQWV��DGPLQLVWUDWLYH�IHHV��PDUNHWLQJ�SD\PHQWV�
DQG�RWKHU�VLPLODU�W\SHV�RI�FRPSHQVDWLRQ�DUH�QRW�FRYHUHG�E\�37(��������
+LVWRULFDOO\��DOO�W\SHV�RI�DQQXLWLHV�FRXOG�EH�VROG�XQGHU�WKLV�H[HPSWLRQ��EXW�
WKH�'2/�VLJQLͤFDQW�QDUURZHG�WKH�VFRSH�RI�37(�������ZKHQ�LW�DGRSWHG�
WKH�ͤGXFLDU\�UXOH��$IWHU�$SULO�����������37(�������ZLOO�RQO\�EH�DYDLODEOH�IRU�
UHFRPPHQGDWLRQV�RI�̸)L[HG�5DWH�$QQXLW\�&RQWUDFWV�̹ �ZKLFK�DUH�VLPSOH�ͤ[HG�
annuities such as single premium immediate annuities (SPIAs) and deferred 
LQFRPH�DQQXLWLHV��',$V���9DULDEOH�DQQXLWLHV��ͤ[HG�LQGH[HG�DQQXLWLHV��DQG�RWKHU�
similar products would not be covered.

7R�UHO\�RQ�37(�������IRU�VDOHV�RI�̸)L[HG�5DWH�$QQXLW\�&RQWUDFWV�̹ �\RX�ZLOO�KDYH�
to satisfy certain requirements:

 Q Act in your client’s best interest

 Q Receive only “reasonable compensation” for your services.

 Q Provide your clients with information about the sales commission 
you will receive from the insurance company for the recommended 
WUDQVDFWLRQ��DV�ZHOO�DV�DQ\�FKDUJHV�RU�IHHV�WKDW�PD\�EH�LPSRVHG�XQGHU�
the recommended annuity contract.

<RXU�ͤUP�ZLOO�GHFLGH�ZKHWKHU�WR�XVH�37(�������IRU�ͤ[HG�DQQXLW\�
UHFRPPHQGDWLRQV��)LUPV�WKDW�FKRRVH�WR�XVH�37(�������ZLOO�GHYHORS�SROLFLHV��
procedures and practices you will have to follow to ensure compliance with all 
of these requirements.
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1. How will the DOL rule impact my ability to provide
education to my clients?
While the rule broadly treats almost all interactions between advisors
DQG�FOLHQWV�DV�ͤGXFLDU\�DGYLFH��LW�GRHV�PDNH�FOHDU�WKDW�\RX�FDQ�SURYLGH
HGXFDWLRQDO�LQIRUPDWLRQ�DERXW�ͤQDQFLDO��LQYHVWPHQW��DQG�UHWLUHPHQW�PDWWHUV
ZLWKRXW�EHFRPLQJ�D�ͤGXFLDU\��7KLV�LQFOXGHV�HGXFDWLRQ�DERXW�

 Q 7KH�WHUPV�RU�RSHUDWLRQ�RI�D�����N��SODQ�RU�,5$��LQFOXGLQJ��IRU�H[DPSOH�
WKH�EHQHͤWV�RI�SDUWLFLSDWLQJ�DQG�LQFUHDVLQJ�FRQWULEXWLRQV��WKH�LPSDFW�RI
HDUO\�ZLWKGUDZDOV��DQG�DYDLODEOH�GLVWULEXWLRQ�RSWLRQV�

 Q *HQHUDO�ͤQDQFLDO�DQG�LQYHVWPHQW�FRQFHSWV��HVWLPDWLQJ�IXWXUH�UHWLUHPHQW
LQFRPH�QHHGV��GHWHUPLQLQJ�LQYHVWPHQW�WLPH�KRUL]RQV�DQG�ULVN�WROHUDQFH�
and general strategies for managing assets in retirement.

 Q Model asset allocation portfolios for hypothetical clients with different
WLPH�KRUL]RQV�DQG�ULVN�SURͤOHV�

 Q Interactive investment materials plan participants or IRA owners can
XVH�WR�HVWLPDWH�UHWLUHPHQW�LQFRPH�QHHGV��HYDOXDWH�GLVWULEXWLRQ�RSWLRQV�
or estimate how much retirement income could be generated by a
hypothetical account balance.

,Q�JHQHUDO��WDONLQJ�DERXW�VSHFLͤF�LQYHVWPHQW�SURGXFWV�ZLOO�FDXVH�\RX�WR�FURVV�
WKH�OLQH�IURP�HGXFDWLRQ��ZKLFK�ZRXOG�QRW�PDNH�\RX�D�ͤGXFLDU\��WR�DGYLFH�
�ZKLFK�ZRXOG�PDNH�\RX�D�ͤGXFLDU\���7KHUH�DUH�OLPLWHG�FLUFXPVWDQFHV�ZKHQ�
\RX�PD\�EH�DEOH�WR�LQFOXGH�VSHFLͤF�LQYHVWPHQW�RSWLRQV�LQ�DQ�DVVHW�DOORFDWLRQ�
model.

<RXU�ͤUP�ZLOO�HVWDEOLVK�SROLFLHV�DQG�SURFHGXUHV�\RX�ZLOO�KDYH�WR�IROORZ�LQ�RUGHU�
to use the education exception.

See Question 3 under “About the Rule” for more information about the 
exception for educational communications and other exceptions from the 
GHͤQLWLRQ�RI�ͤGXFLDU\�
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2. How will the DOL rule impact my ability to recommend  
,5$�UROORYHUV"
Providing advice about rollovers is one of the many common activities that 
KDYH�QRW�WUDGLWLRQDOO\�EHHQ�FRQVLGHUHG�ͤGXFLDU\�LQ�QDWXUH�EXW�ZRXOG�PDNH�\RX�
D�ͤGXFLDU\�XQGHU�WKH�QHZ�UXOH��7KLV�PHDQV�\RX�ZLOO�W\SLFDOO\�QHHG�WR�UHO\�RQ�D�
prohibited transaction exemption in order to recommend that a client rollover 
DOO�RU�SDUW�RI�WKHLU�UHWLUHPHQW�VDYLQJV�IURP�D�����N��SODQ�WR�DQ�,5$�DFFRXQW��
RU�WUDQVIHU�DOO�RU�SDUW�RI�WKHLU�VDYLQJV�IURP�RQH�,5$�WR�DQRWKHU��<RXU�ͤUP�ZLOO�
GHFLGH�KRZ�LW�LQWHQGV�WR�WUHDW�UROORYHU�UHFRPPHQGDWLRQV��DQG�ZLOO�GHYHORS�
SROLFLHV��SURFHGXUHV�DQG�SUDFWLFHV�\RX�ZLOO�KDYH�WR�IROORZ�ZKHQ�SURYLGLQJ�
advice about rollovers.

7KHUH�DUH�D�IHZ�ZD\V�\RXU�ͤUP�PLJKW�FKRRVH�WR�WUHDW�UROORYHU�
recommendations under the rule:

 Q $V�ZLWK�DQ\�RWKHU�W\SH�RI�UHFRPPHQGDWLRQ��WKH�ͤUP�FRXOG�FKRRVH�WR�XVH�
the full BIC Exemption.

 Q 7KH�ͤUP�FRXOG�LQVWHDG�XVH�WKH�VR�FDOOHG�̸/HYHO�)HH�)LGXFLDU\̹�
H[HPSWLRQ��D�PXFK�OHVV�EXUGHQVRPH�YHUVLRQ�RI�WKH�IXOO�%,&�([HPSWLRQ�
(some people call this “BIC Lite”). See Question 4 under “Compensation” 
for more information about BIC Lite.

 Q If you are recommending a rollover and also recommending that 
the rollover proceeds be used to purchase a “Fixed Rate Annuity 
&RQWUDFW�̹ �WKH�ͤUP�PD\�DOORZ�\RX�WR�UHO\�RQ�37(�������IRU�WKH�HQWLUH�
recommendation.
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3. How will the DOL rule impact my ability to recommend my 
̨UP˹V�RZQ�SURSULHWDU\�SURGXFWV"
,I�\RX�DUH�RQO\�DEOH�WR�RIIHU�\RXU�ͤUP̵V�SURSULHWDU\�SURGXFWV��VSHFLDO�UXOHV�
ZLOO�DSSO\�XQGHU�WKH�%,&�([HPSWLRQ��$V�ZLWK�WKH�IXOO�%,&�([HPSWLRQ��WKHVH�
VSHFLDO�UXOHV�ZLOO�UHTXLUH�WKDW�\RX�DQG�\RXU�ͤUP�FRPSO\�ZLWK�WKH�EHVW�LQWHUHVW�
VWDQGDUG��VHH�4XHVWLRQ���XQGHU�̸7KH�%,&�DQG�37(������̹��DQG�WKH�UHDVRQDEOH�
FRPSHQVDWLRQ�VWDQGDUG��VHH�4XHVWLRQ���XQGHU�̸&RPSHQVDWLRQ̹���DQG�WHOO�
\RXU�FOLHQWV�DERXW�DQ\�PDWHULDO�FRQͥLFWV�RI�LQWHUHVW�\RX�RU�WKH�ͤUP�PD\�
have (including any limitations on the universe of products you can offer). In 
DGGLWLRQ��\RXU�ͤUP�ZLOO�KDYH�WR�WDNH�FHUWDLQ�VWHSV�WR�VXSSRUW�WKH�GHFLVLRQ�WR�
offer proprietary products.

 Q 7KHVH�VSHFLDO�UXOHV�PD\�DOVR�DSSO\�LI�\RX�FDQ�RIIHU�ERWK�\RXU�ͤUP̵V�
SURSULHWDU\�SURGXFWV�DV�ZHOO�DV�SURGXFWV�LVVXHG�E\�RWKHU�ͤUPV�

(DFK�ͤUP�WKDW�RIIHUV�SURSULHWDU\�SURGXFWV�ZLOO�DGRSW�SROLFLHV�DQG�SURFHGXUHV�
to ensure compliance with these special rules.
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4. Will different rules apply depending on whether I am 
working with a small plan or a large plan?
:KLOH�WKH�UXOH�GRHV�QRW�GLIIHUHQWLDWH�EHWZHHQ�VPDOO�DQG�ODUJH�SODQV��LI�\RX�
are working with a plan or IRA client that is represented by a sophisticated 
LQGHSHQGHQW�ͤGXFLDU\��\RX�PD\�EH�DEOH�WR�DYRLG�ͤGXFLDU\�VWDWXV��<RXU�ͤUP�ZLOO�
GHFLGH�LI�\RX�TXDOLI\�IRU�WKLV�H[HPSWLRQ�DQG��LI�VR��KRZ�WR�FRPSO\�
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