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Necessary DlSCIaImer (by pesky lawyers)
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Today ...

A Recent Developments

U FPAvs.SEC
U The SEC Responsed0 TWO HATSHO6
i CFP Board

A When Are Fiduciary Duties Applied?
A What Are The Specific Fiduciary Duties ?

A Why Is Fiduciary Status Important?

I A The Enhanced Role For State Examiners



The Priest, The FIDUCIARY,
The Attorney - and the Sharks
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FPA vs. SEC Mmarch 30, 2007)

. OSpeci al c¢ o ncpmmotlseaecdivedn 6
by stockbrokers without compliance with

the Advisers Act
2. Anything excepta commission is likely to
be ospeci al compensatio

3. The defi niti on of Ol nve
Intended to be broad

4. The oOb-rdelkdrer exemptiono
Advisers Actisa narrow one

5. The SEC lacks authority to promulgate an

I additional exemption for brokers




FPA vs. SEC: Open Questions

1 Arel2b-1 Fees o0Special Comp

1 Are Trails From Annuities (including Qualified
Pl ans) oSpecial Compensa

} WhatDoes 0 Sol el y | ncMeangnt al




The SEC’s Response

1 Advance Written Consent for Principal Trades
roFinanci al Pl anningo as

10Solely I ncidental Too6 D

Bowhen the advisory services
are in connection with and reasonably related to the
brokerage services provided«



The SEC’s Proposed “Special Rule”:

"

wo Hats
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THE FEDERAL GOVERNMENT
ABANDONS “MAIN STREET"

RAND Study 6 Consumer Survey

WZ% of customers trust their registered

representative to act in their best interests

HO% areovery s awthtlsefkdrveaso

received from their reqgistered representative



THE FEDERAL GOVERNMENT
ABANDONS “MAIN STREET"

RAND Study 6 Consumer Survey

BWhat percentage of investors

believed they paid $- 0- for the

services of their registered

representative or investment adviser?




THE FEDERAL GOVERNMENT
ABANDONS “MAIN STREET"

RAND Study 6 Consumer Survey

32%

BELIEVED THE SERVICES
OF THE RR or RIA

. WEREO FRE E O
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} WHAT DID WE LEARN FROM THE
RAND STUDY ¢é& ?
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THE FEDERAL GOVERNMENT
ABANDONS “MAIN STREET"

} WHAT DID WE LEARN FROM THE
RAND STUDY ¢é& ?

BRAND did not understand fiduciary
duties and their importance.

Brhe SEC failed to ask the right
guestions.

Ht is amazing how easy it is to spend
$800,000.

—




THE FEDERAL GOVERNMENT
ABANDONS “MAIN STREET"

1 SEC Proposals Following RAND Study (?)

y Treasury Department oBl uep

Modernized Financial Struc

Bosubject investment advi sel
f Note: FINRA now desires to inspect BD -
affiliated RI As for oOsuitabi

Bdharmonize the regulation and oversight of
broker - dealers and investment advisers

offering similarservices t o retail 1 nves
Greater Mission for RIA Examiners 16



} ARMS LENGTH RELATIONSHIPS

Service or

: Customer
Product Provider




} ARMS LENGTH RELATIONSHIPS

Service or

: Customer
Product Provider

} FIDUCIARY RELATIONSHIPS

CLIENT




Financial Intermediaries:
Three Basic Business Models

Issuer (No
Intermediation)
or Product
Manufacturer
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Financial Intermediaries:
Three Basic Business Models

Issuer or Issuers or Product
Product Manufacturers

Manufacturer

\ 4

Manufactu
Representative

¥

Issuers or

Customer

CUSTOMER | ~ _

Product
Manufacturers
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