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Reg BI-Background

As part of managing Reg BI, firms must address three key obligations of the rule:

Disclosures Duty of Care Conflicts of Interest

Reg BI expends the current suitability standard by requiring broker-dealers to put customers interest before their own. It is 
also more expansive than the suitability standard, as it applies to recommendations on rollovers, distributions, securities 

strategies and certain “hold” recommendations. 

June 5, 2019: the SEC passed Regulation Best Interest (“Reg BI”) and Form CRS which impacts broker-dealers and registered investment advisors. Intent of new rules 
is to help retail customers gain a greater knowledge and understanding to help them choose:

Type of professional they choose to work with Services they will receive How they pay for services

On April 18, 2018, the SEC proposed a regulatory framework designed to provide clarify for RETAIL customers of broker dealers and investment advisers.



Regulation Best Interest Defined
Reg BI provides a new standard of conduct that is not an explicit fiduciary standard, but that does draw 
upon certain fiduciary concepts found in the Advisers Act.  The intent was to create a “fiduciary-like” 
standard, while accommodating and preserving the broker-dealer model.  

The distinction between Broker-Dealers (BD) and Registered Investment Advisors (RIA) will remain, and 
with respect to RETAIL customers, a financial services firm will apply Reg BI’s standard of conduct when 
acting as a BD and the fiduciary standard under the Advisers Act when acting as an RIA.

At the heart of Reg BI:

When making a recommendation of a securities transaction or an investment strategy involving 
securities, a broker-dealer must act in the retail customer’s best interest and cannot place its own 
interest ahead of the customer’s interests. 



Definitions
On June 5, 2019, the Securities and Exchange Commission (“SEC”) approved a package of new rules and 
interpretations designed to improve transparency for retail investors.  These included:

Regulation Best Interest (Reg BI) is a new standard of conduct for broker-dealers and their associated persons 
when making recommendations to RETAIL customers regarding securities transactions or investment strategies.

New Form CRS Relationship Summary (Form CRS) is a disclosure document which provides prospective and existing 
clients with certain specified information about a broker-dealer or investment adviser.

The Investment Adviser Interpretation clarifies certain aspects of the standard of care applicable to registered 
investment advisers under the Investment Advisers Act of 1940 (“Advisers Act”).

A Solely Incidental Interpretation in intended to clarify the broker-dealer exclusion from the definition of the 
Investment Adviser under the Advisers Act. 



Who is a 
“Retail” 
client

Reg BI covers recommendations to a “retail customer”. A retail 
customer is an individual or their legal representative, who:

Receives a recommendation of any securities transaction or 
investment strategy involving securities from a broker-dealer; 
and

Uses the recommendation primarily for personal, family or 
household purposes.

A retail customer does NOT include the representative of an 
ERISA covered plan, provided the representative is acting on 
behalf of the plan. However, Reg BI DOES apply to participants in 
retirement plans receiving recommendations involving 
investment of plan assets in their individual accounts. These 
accounts would include 401(k), 403(b) or 457 plans, IRAs, 
Coverdell education savings accounts as well as taxable and 
non-qualified accounts. It also applies to recommendations to 
rollover distributions from retirement plans. 



Reg BI – New Obligations

Conflicts of 
Interest

•Mitigate/Eliminate conflicts that incentivize financial professionals to place their own interests before their clients.
•Prevent material limitations on offerings
•Eliminate sales contest and non-cash compensations that are tied to specific securities or types of securities within a limited 

period.

Disclosures

•Broker-dealers must disclose material facts about their relationship with the client and recommendations, including any 
limitations 

•Disclose the nature of the relationship which they are acting
•Provided at or before making the recommendations, especially any conflicts of interest (specifically financial related conflicts)

Duty of 
Care

•Broker-dealers must exercise reasonable due diligence, care and skill making recommendations to a retail customer
•Broker-dealers must understand potential risks, rewards and costs associated with the recommendation
•Must consider the above considering customer suitability information
•Requires the broker-dealer to consider costs as part of its decision



Reg BI – New Obligations

Conflicts of 
Interest

•Mitigate/Eliminate conflicts that incentivize financial professionals to place their own interests before 
their clients.

•Prevent material limitations on offerings
•Eliminate sales contest and non-cash compensations that are tied to specific securities or types of 

securities within a limited period.
•Broker-dealers must exercise reasonable due diligence, care and skill making recommendations to a 

retail customer



Conflicts of 
Interest-

Individual

1. Gifts and Entertainment

2. Political Contributions

3. Policies for Ethical conduct, insider trading, anti-
bribery, anti-money laundering, and prohibited 
activities

4. Charitable giving

5. Personal Securities transactions

6. Outside Business Activities

7. Board Positions

8. Material Non-Public Information 

9. Best Execution

10. Trading Ahead of Customer Orders



Mitigating or
Eliminating 
Conflicts of 
Interest-

Compensation 
Conflicts

Follow the money…….
Override payments Subadvisor payments

Differently priced products Incentive trips

Sponsored meetings Software

12b-1 fees FMO/IMO bonus payments

Product Promotions Platform fees

Service fees Vested compensation

Asset Movement fees Trade execution fees

Rollover/transfer fees Consulting and technical sales support

Broker Dealer services System fees

Web based administration, contract management, and 
commission tracking

Diversification of business investments

Marketing and administrative support Compensation from carriers based on sales

Interest on non-qualified 401K products Investment income

Carrier reimbursement



Reg BI – New Obligations

Disclosures

•Broker-dealers must disclose material facts about their relationship with the client and recommendations, 
including any limitations 

•Disclose the nature of the relationship which they are acting
•Provided at or before making the recommendations, especially any conflicts of interest (specifically 

financial related conflicts)



Reg BI
Disclosures

Form CRS
•Firm Specific- Books and Records Requirement
•Required Client Conversation Starter Questions

Important Investor Information 
•Firm Specific: Services, Products, Fees, Conflicts

Rep Disclosures
• Rep Specific: Service/Product limitations, Additional 

Compensation, Conflicts



Disclosures

Form CRS Supplemental Disclosure Rep Disclosure
New Standard of



Customer 
Relationship 
Summary 
(Form CRS)

4 pages for dually licensed firms (BD/IA)

Geared to RETAIL audience, prescribed 
language is in each section

Contains “conversation starters”

Public document with searchability



Disclosure
Delivery 

Requirements

•File and post Form CRS and 
Important Investor Information on 
Firm website by June 30, 2020

Harbor

•Deliver initial Form CRS and Important 
Investor Information to all existing 
RETAIL clients by July 30, 2020

•Deliver Form CRS to all RETAIL clients 
when amended

Harbor

•Deliver Form CRS and Important 
Investor Information to all RETAIL 
prospects and current clients prior 
to new recommendation*

Rep



Harbor Reg BI Disclosure Delivery 
FAQs

• Reference your action item 
details in this FAQ

• FAQ located in “Reg BI” at 
www. Harborfs1.com

• Anticipate focused training 
announcements for 
Disclosure Delivery

http://www.harborfs1.com/


Form CRS Delivery & 
Documentation

• Digital Intake Form

• Computer or Mobile Data Compatible

• Access from URL address/Harbor 
Web,  or
Access from QR code

• Automatic workflow
• logs- Books and Records 

compliant
• Delivery by email option

• Average intake, processing and 
delivery less than 5 minutes.





Sample 
Delivery by 
Email

1. Investor Name in salutation
2. Email delivery to Investor and 

Representative
3. Body includes representative contact



HF019-CRS Demo
• Point your mobile device camera on the QR symbol below.
• Your camera will respond by providing a pop up option to “tap here to go to forms.office.com in your browser”
• Tap as instructed.
• You will be redirected to the mobile digital form. Completion time averages less than 3 minutes.

https://forms.office.com/Pages/ResponsePage.aspx?id=osV-qr4xSU6RghSWobyPzxVngYDCgutPm8H7G6S9vGdUODUzNTNZNExWSzhaMUxGWTkzWTA5OEZBWiQlQCN0PWcu


Current Client Disclosure Delivery

Representative Resource

Pre-CRS Notification 
Form Letter Available

1. Optional
2. Provides clients 

advance notice of 
the initial mailing 

3. Anticipates client
questions and opens
dialogue with you.

Located in “Reg BI” at 
www. Harborfs1.com

Harbor 

• Initial Delivery by 7/30/20
• Mail or Email 

• Ongoing amendment deliveries

http://www.harborfs1.com/


Rep Disclosure Document
1. Complete Rep Disclosure Survey by Wednesday, May 20th

Access by QR mobile scan below or hyperlink  above.

2. Harbor will draft your Rep Reg BI Disclosure to use for 
oral discussion or separate delivery to investor. 

Sample Draft

https://forms.office.com/Pages/ResponsePage.aspx?id=osV-qr4xSU6RghSWobyPzxVngYDCgutPm8H7G6S9vGdURDJGUVkzUTA2RDNZMlBSOUJTUFc3NFdaSyQlQCN0PWcu


Reg BI – New Obligations

Duty of 
Care

•Broker-dealers must exercise reasonable due diligence, care and skill making recommendations to a 
retail customer

•Broker-dealers must understand potential risks, rewards and costs associated with the 
recommendation

•Must consider the above considering customer suitability information
•Requires the broker-dealer to consider costs as part of its decision



Care Obligation

1
Recommendations

Every recommendation 
must be in the investor’s 
best interest.

2
Your Process

Ensure you are leveraging a 
repeatable, documentable 
process for each 
investment 
recommendation.

3 
Document

Evidence your rationale for 
providing advice through 
enhanced documentation 
in RJ CRM. 



What information is 
important to 
document? 

We know Reg BI will impose duties on 
registered representatives that exceed the 
current suitability standard for retail 
brokerage clients as follows:

Explicitly requires that recommendations be 
made in the client’s best interest

Explicitly requires that costs be considered 
when making a recommendation. 

Requires a RR to consider “reasonably 
available alternatives” when making a 
recommendation.



Care Obligation
A Broker-Dealer must exercise reasonable due diligence, care and skill to do the following:

Understand the potential risk, rewards and costs associated with a recommendation.

Have a reasonable basis to believe that a recommendation is in the best interest of retail customers generally.

Believe that a recommendation is in the best interest of the specific customer.

Believe that a series of recommendations are in the best interest of the specific customer. 

Believe that a recommendation would not place the interest of the broker-dealer ahead of the retail customer.

The recommendation should be based on the customer’s investment profile.

The recommendation must not place the financial or any other interest of the broker-dealer or financial professional 
ahead of the customer. 



Biggest Challenge for Producers
A. Changing documentation from notepads and moving into electronic format

B. Creating a repeatable processes
◦ Process Step 1 Example- Complete Needs analysis questionnaire
◦ Process Step 2 Example- Complete goal planning & monitoring 
◦ Process Step 3 Example – Use portfolio management and resources
◦ Process Step 4 Example- Capture documentation, notes and decisions in RJ CRM- Required
◦ Process Step 5 Example– Prepare and retain meeting agendas
◦ Process Step 6 Example- Send Letter to client with meeting notes/action steps
◦ Process Step 7 Example- Review fee-based accounts annually and document electronically in RJ CRM-

Required. Best practice to review brokerage annually to reinforce the relationship. 



Why is this 
important?

Remember, without documentation (contemporaneous notes or 
Harbor forms), you are exposed to enforcement actions as well as 
negligence claims under current FINRA suitability standards.

(The Industry anticipates an increase in claims under the stricter 
Reg BI’s standards.*) 

*See, e.g. Scott v. Dime Savings Bank, 866 F. Supp. 1073, 1080-81 
(S.D. N.Y. 1985) (violation of NASD “suitability rules” could be 
viewed as evidence of whether broker-dealer acted reasonably 
under negligence claim).



CRM 
Training 
Resources

Your recommendations and rationale obligation:
Ensure you are leveraging a repeatable, documentable process 
for each investment recommendation, and evidence the 
rationale for providing advice to clients using RJ CRM.  

RJ CRM provides:
Centralized technology for heightened supervision requirements
Full integration with client records/transactions



Impact on Sales

Product and Compensation 
Structure Changes

Future Sales Practices and 
Strategies

Processes for Product Suitability 
and Product Shelf Size

Technology Solutions for Data 
Capture, Products and BI 

Determinations

Uncertain Litigation 
Environment



Key Considerations

Business/Financial
Compensation models will have 
to align to BI
Dual registrants will have to 
decide on a single standard of 
care
Recommendations of rollovers 
vs. education only

Operations
Current gaps in data collection 
and data sources including 
collection and tracking of fee 
information, contracts
Books and records 
requirements, including 
documentation processes

Compliance/Supervison
New Standard of care, 
disclosures and policies and 
procedures
New supervisory processes
Additional compliance resources 
and surveillance
Training and education 



What should I be doing now?
For recommendations with a Harbor specific review/disclosure form, follow form instructions to document your recommendation. 
Anticipate form revisions.Follow

For recommendations without a Harbor Form, start using RJ CRM to contemporaneously document your considerations and verbal 
disclosures to clients. RJ CRM will be mandatory as of 6/30/20. Start CRM Training now. Anticipate including costs and 
alternatives as standard considerations.

Train and Use

Continue to work with clients to update investment profiles (missing or outdated information). Anticipate NIGOs (not-in-good-order) 
rejections of new business with missing data.  Continue

Develop a repeatable business process that establishes consistency in your practice and demonstrates actions you take in clients’ 
best interest on a regular basis.Develop

Complete your Rep Disclosure Survey by Wednesday May 20th. Participate in continued training and follow additional Firm 
instructions, FAQs, and guides. Complete



Regulator Expectations
SEC/FINRA Exams will include:

Does the firm and associated person apply the best interest standards?
Are recommendations to retail customers following “express new elements of care, skill and 

costs?”
Do customer recommendations take into consideration reasonably alternative alternatives? 
Are there controls in place to prevent and identify excessive trading?
Conflict disclosures
Content and delivery of Form CRS

Implementation Deadline June 30, 2020



How can I 
access Harbor 

Reg BI 
information?

• Harborfs1.com
New – Reg BI tab

• Attend Meetings 
and read notices

• Ask Compliance



Q&A
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