
Introduction

On April 8, 2016, the Department of 
Labor (DOL) published the final version 
of the Conflict of Interest Rule (“the Rule”) 
to the Federal Register. The Rule has an 
initial and partial compliance date of April 
10, 2017, and a full compliance date of 
January 1, 2018.

Key components of the Rule cover 
an expanded definition of a fiduciary, 
prohibition of conflicts of interest, and the 
provision of permissible exemptions (e.g., 
Best Interest Contract Exemption, Principal 
Trading Exemption, 84-24 Exemption).

As financial services firms finalize their 
target business models and identify the 
needed capabilities to become compliant, 
it’s becoming increasingly clear that this 
Rule will have an end-to-end impact 
on the data and systems that support 
their businesses.

Whether you’re a broker dealer, an asset 
manager, an insurance company, or all 
three, the impacts will be significant. So 
how much time do you really have to 
design and implement technology and 
data management solutions that will 
support compliance with the Rule? 

Implementation considerations of the 
impact to data and systems
The requirements of the Rule have an 
end-to-end impact on a firm’s technology 
infrastructure. Key systems that will 
potentially be affected include:

 • Account services and CRM

 • Trade order management 

 • Books, records, and 
document management

 • Alerts and reporting

 • Monitoring and supervision

Complying with “the Rule”:
The DOL Conflict of Interest Rule’s 
impact on data and systems
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The Rule will require firms to assess the 
impact on the capabilities that support 
their end-to-end business model, define 
the functional needs that need to be built 
or enhanced, and determine the technical 
considerations that will need to be built to 
meet the requirements.

In addition, firms will need to account 
for competing pre-existing strategic 
and business-as-usual initiatives, as well 
as year-end technology and business 
blackout periods.

Assessing impact to capabilities
Each organization’s target business 
models will determine which capabilities 
need to be enhanced or built. The 
most impacted capabilities will likely 
be those that are key to the following 
business processes:

 • Onboarding/pre-transaction covering 
account and product management

 • Transaction processing covering trading and 
fees/compensation calculations

 • Ongoing maintenance of contracts, 
disclosures, record retention, and 
education and marketing

 • Supervision and surveillance infrastructure, 
including transaction monitoring, account/
program selection, compensation 
programs, and adherence to the firm’s 
anti-conflicts policy

Each firm needs to perform an 
assessment of the impacts to the 
capabilities and prioritize those impacts.

Figure 1 is an illustrative example of 
what a firm’s analysis of the impact to its 
capabilities may look like.

Figure 1: Example of impact to capabilities
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Defining the functional requirements
Once the impacted capabilities have been 
identified and prioritized, the functional 
requirements to enable compliance with 
the Rule need to be documented. For a 
firm, there could be well over a hundred 
functional requirements that need to be 

documented. Account opening alone could 
have close to 10 functional requirements 
that need to be addressed.

Figure 2 is an illustrative example of some 
of the requirements that a firm may need to 
document for its account opening capability.

Figure 2: Example of functional requirements for account opening

Functional requirementsCapability

Account 
opening

 • Is the DOL Rule applicable to the account?

 • Define which accounts can utilize the BIC or PTE at the account, 
Investment Professional, firm, etc. as applicable

 • Identify when account utilizes BIC or PTE

 • Provide notification to approvers of new accounts opened as DOL Rule 
type and/or BIC/PTE level accounts

 • Connect multiple accounts by client, Investment Professional, and firm 
(ability should exist to perform manually and systematically)

 • Route accounts opened as DOL Rule type and/or BIC/PTE level accounts 
for approval

 • Identify accounts that have been approved for BIC/PTE

 • Incorporate changes to existing field-level options or indicators in 
applicable workflow, rules engine, and reporting that are triggered by 
these fields/indicators downstream

 • Document that signed contract is in place for new accounts and contract 
receipt and acceptance dates
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Documenting the data requirements 
and enhancements to systems impacted
After the functional requirements are 
documented and approved by the key 
business, legal, compliance, and technology 

stakeholders, the impact to systems that 
will enable capture of data and additional 
functionality needs to be assessed.

Figure 3 is an Illustrative example of the 
impacts to a firm’s technology infrastructure. 
Figure 4 is an illustration of the overlay of 
data and functionality requirements across 
the infrastructure.

Figure 3: Example of impact to technology infrastructure

Figure 4: Example of overlay of requirements on technology infrastructure
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 • Contract maintenance
 • Ad hoc reporting
 • Public disclosures
 • Performance reports
 • Compensation metrics

 • Contracts
 • Statements
 • Public disclosures
 • Historical reports
 • Compensation metrics

 • Disclosure alerts
 • Approval alerts
 • Performance alerts

 • Disclosure alerts
 • Approval alerts
 • Performance alerts

 • Generate disclosures
 • Generate reports

 • Security master data
 • Account master data
 • Billing master data
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Implementation timeline considerations
Though the implementation date for the Rule 
is April 10, 2017, lead time for prospecting 
should be factored in. A two-month lead 
time to open a new account would mean that 
by February 10, 2017, some functionality, 

such as tracking of recommendations and 
key investment decisions, should be in place. 
In addition, time should be factored in for 
the technology build as well as competing 
technology priorities and year-end 
blackout dates.

Figure 5 is an illustration of the timeline for 
BIC exemption implementation and the 
impacted systems.

Figure 5: Example of impact of BIC exemption implementation
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What should a firm consider doing now?
Professionals responsible for data and 
technology should obtain key operating 
model decisions from firm leadership 
(e.g., which exemption(s) will be employed, 
decisioning on grandfathering, asset 
restrictions) as soon as possible. They 
should then assess the impact to their 
data and systems as they make decisions 
around prioritization for Day 1, must-haves 
versus nice-to-haves, and coordination with 
vendors, to name just a few issues. Some key 
questions to consider include:

 • What are the capabilities that need to be 
built or enhanced for the various business 
scenarios selected by firm leadership?

 • What are the functional requirements that 
are needed for compliance with the Rule?

 • Where in the technology infrastructure will 
the requirements be implemented?

 • Who are the key vendors who need 
to be partnered with? What is their 
implementation schedule?

 • What are the resource (internal and 
external) investments that need to 
be made?

 • What are the competing technology 
initiatives and how are they prioritized? Are 
there any scheduling conflicts?

 • What governance and supervision controls 
need to be built or enhanced?

 • Does the current structure around 
escalation, prioritization of “must-haves,” 
and funding need to be enhanced?

 • What documentation is required to 
substantiate a defensible program? How 
long does it need to be retained?

 • Are the current change management 
processes adequate to ensure cohesive 
interconnectivity across business, legal, 
compliance, and technology?

What needs to be done between now 
and April 2017?
Firms must have the preponderance of 
their compliance program in place, including 
supporting data and systems, by the April 
10, 2017, applicability date. Some key 
considerations and actions include:

 • Supply evidence that a firm is adhering to 
impartial standards

 • Provide certain disclosures to the 
investor upon the execution of 
recommended transactions

 • Implement controls and tools to enable 
person(s) responsible for addressing 
material conflict of interest and 
monitoring for adherence to the impartial 
conduct standards

 • Maintain records that demonstrate 
that conditions of the exemption have 
been satisfied

The following dates are illustrative 
milestones that a firm should consider in 
order to meet the April 10 deadline:

 • 07/31/2016: Target business 
models defined

 • 07/31/2016: Capabilities 
assessment complete

 • 07/31/2016: Implementation 
roadmap complete

 • 08/30/2016: Vendor discussions and 
schedule complete

 • 09/30/2016: Functional requirements for 
April 2017 documented

 • 01/31/2017: Build for April 2017 completed

 • 03/31/2017: Testing and deployment for 
April 2017 completed

 • 03/31/2017: Training completed

What needs to be done by January 2018?
Firms should take steps to make sure the 
implementation roadmap and resourcing 
adequately address the following 
requirements (as applicable to the firm) that 
need to be implemented by January 1, 2018:

 • BIC contract content, delivery, 
and acceptance

 • Website disclosures that includes 
discussion of business model, material 
conflicts of interest, schedule of typical 
account or contract fee services and 
charges, a model contract, certain 
disclosures, summary of policies and 
procedures, list of product manufacturers 
making third-party payments, and 
disclosure of advisor compensation and 
incentive arrangements

 • Transaction disclosures with content that 
includes best interest standard of care, 
material conflicts of interest, clients right to 
receive specific disclosures upon request, 
and a link to the website

 • Disclosures upon request of costs, fees, 
and other compensations

Meeting the implementation timeline
Firms are at different stages of 
transformation in terms of assessing and 
addressing impacts of the Rule to their data 
and systems. It’s important that firms look 
realistically at the implementation timeline 
and raise the level of awareness across their 
firm to ensure that funding and resourcing 
matches the needs of the firm to become 
compliant with the Rule. Firms must also 
address the overlapping requirements 
and effort between the two deadlines—
the partial compliance date and the full 
compliance date—and prioritize accordingly.
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