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FR( Fiduciary Relationship) @ B3I B4

Fiduciary relationships usu. arise in one of four situations:
(1) when one person places trust in the faithful integrity of
another, who as a result gains superiority or influence over
the first, (2) when one person assumes control and
responsibility over another, (3) when one person has a duty
to act for or give advice to another on matters falling within
the scope of the relationship, or (4) When there is a specific
relation—ship that has traditionally been recognized as
involving fiduciary duties, as with a lawyer and a client or a
stock—broker and a customer.

© I4Ta—%x!)—

1. Someone who is required to act for the benefit of
another person on all matters within the scope of their
relationship; one who owes to another the duties of good
faith, loyalty, due care, and disclosure <the corporate
officer is a fiduciary to the corporation>. 2. Someone who
must exercise a high standard of care in managing
another’ s money or property

H{Bi:Black’ s Law Dictionary (Tenth ed.)
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Executive Summary
Background

Broker—dealers and investment advisers are regulated
extensively, but the regulatory regimes differ, and broker—dealers and
investment advisers are subject to different standards under federal
law when providing investment advice about securities. Retail
investors generally are not aware of these differences or their legal
implications. Many investors are also confused by the different
standards of care that apply to investment advisers and broker—
dealers. That investor confusion has been a source of concern for
regulators and Congress.

Section 913 of Title IX of the Dodd-Frank Wall Street Reform
and Consumer Protection Act of 2010 (the “Dodd-Frank Act”)
requires the U.S. Securities and Exchange Commission (the
“Commission”) to conduct a study (the “Study”) to evaluate:

NISHIMURA

& ASAHI

o The effectiveness of existing legal or regulatory standards of
care (imposed by the Commission, a national securities
association, and other federal or state authorities) for
providing personalized investment advice and
recommendations about securities to retail customers; and

° Whether there are legal or regulatory gaps, shortcomings, or
overlaps in legal or regulatory standards in the protection of
retail customers relating to the standards of care for
providing personalized investment advice about securities to
retail customers that should be addressed by rule or statute.

Recommendations

Uniform Fiduciary Standard: Consistent with Congress’ s grant of
authority in Section 913, the Staff recommends the consideration of
rulemakings that would apply expressly and uniformly to both broker—
dealers and investment advisers, when providing personalized
investment advice about securities to retail customers, a fiduciary
standard no less stringent than currently applied to investment
advisers under Advisers Act Sections 206(1) and (2). In particular, the
Staff recommends that the Commission exercise its rulemaking
authority under Dodd-Frank Act Section 913(g), which permits the
Commission to promulgate rules to provide that:

the standard of conduct for all brokers, dealers, and investment
advisers, when providing personalized investment advice about
securities to retail customers (and such other customers as
the Commission may by rule provide), shall be to act in the
best interest of the customer without regard to the financial or
other interest of the broker, dealer, or investment adviser
providing the advice.
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