Remote compliance
rises to the challenge
BY MARK SCHOEFF JR.
nvestment advisory firms generally have done a good job of
maintaining compliance with securities laws while working remotely since
the beginning of the Covid-19 pandemic.
But strong markets may be hiding
problems, and firms are facing challenges in keeping records of electronic
communications, experts said.
“It’s actually working pretty well,”
said Sander J. Ressler, co-owner and
managing director of Essential Edge
Compliance Outsourcing Services.
But keep the good report card in
perspective, Ressler added, because a
stock market that has reached record
highs despite the pandemic could be
masking compliance shortfalls.
“One of the great blessings for compliance is that Covid happened during
an up market,” Ressler said. “The real
test of whether remote supervision is
going to work is when we’re in an economy that’s not working well.”
Amy Lynch, president of FrontLine
Compliance, also has an optimistic
assessment of advisory firms’ efforts to
adhere to rules and regulations. “Overall, they’re doing well,” she said.
How well, though, depends on
where a firm is in its lifecycle, Lynch
said. If it’s going through a growth
spurt during the pandemic, compliance could suffer while hiring
increases and product lines expand.
“It’s tough to keep up on the
compliance side if management is not
keeping compliance in the loop, and
compliance doesn’t feel as if it is part
of the communication and decision-making process regarding firm
changes that may affect compliance,”
Lynch said. “Those challenges are exacerbated in a remote environment.”
One red flag is the lack of oversight
of new communications tools that
facilitate remote work, according to the
recent Risk & Compliance Survey by
Smarsh, a compliance tech firm. The
online survey of more than 100 financial
industry IT and compliance professionals shows 70% of respondents have
shifted to remote working and 51%
have adopted Zoom and other collaborative technology.
But of the 83% of firms that use
conferencing tools, only 22% have
established retention and oversight
programs to capture, archive and
supervise communications on the
platforms. That ratio alarms Stephen
Marsh, founder and chairman of
Smarsh.
“We’ve never seen a compliance
gap that is that large,” Marsh said.
“There’s an elevated risk, and [firms]
haven’t addressed it.”
Firms aren’t likely to get any
oversight sympathy for compliance de-
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ficiencies from regulators who themselves
are working remotely, even though they
had to pivot almost instantly from meetings in conference rooms to Zoom.
“The regulators have made clear you

can’t fail to supervise
your employees,”
Marsh said.
On the bright side,
compliance staff
quality has increased as
remote hiring reduced
the need for top candidates to relocate.
Firms “are able to fill positions faster and
get more experienced people than before,” Ressler said. “That’s been a good
by-product of Covid.”
But chief compliance officers working
from home can feel isolated, Lynch said.

“Remote work fatigue is coming into
play,” she said. “The struggle to keep the
voice of compliance heard is becoming
more and more difficult for firms where
lines of communication are not in place.”
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they’ll need in the future.
A Jackson® variable annuity with the purchase of a living benefit1 has features that can protect2
your client’s income and potentially grow it during market upturns and downturns—for life.3
And that can give you both a reason to smile.
Visit Jackson.com to see how your clients can protect and grow their income in any market.
Variable annuities are long-term, tax-deferred investments designed for retirement, involve investment risks and may lose value. Earnings are taxable as
ordinary income when distributed and may be subject to a 10% additional tax if withdrawn before age 59½.

Before investing, investors should carefully consider the investment objectives, risks,
charges, and expenses of the variable annuity and its underlying investment options.
The current contract prospectus and underlying fund prospectuses, which are contained
in the same document, provide this and other important information. Please contact
your financial professional or the Company to obtain the prospectuses. Please read the
prospectuses carefully before investing or sending money.
Add-on benefits are available for an extra charge in addition to the ongoing fees and expenses of the variable annuity. Only one add-on living benefit
and one add-on death benefit may be elected per contract. Once elected, benefits may not be cancelled or changed, please see prospectus for specific
benefit availability. The long-term advantage of the add-on benefits will vary with the terms of the benefit option, the investment performance of the
variable investment options selected, and the length of time the annuity is owned. As a result, in some circumstances the cost of an option may exceed
the actual benefit paid under that option.
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Guarantees are backed by the claims-paying ability of Jackson National Life Insurance Company or Jackson National Life Insurance Company of New York
and do not apply to the principal amount or investment performance of the separate account or its underlying investments.
3
On the contract anniversary on or immediately following the designated life’s attained age 59½, the for-life guarantee becomes effective provided: 1) the
contract value is greater than zero and 2) the contract has not been annuitized. If the designated life is age 59½ on the effective date of the endorsement,
then the for-life guarantee becomes effective on that date. All withdrawals reduce the Guaranteed Withdrawal Benefits and, depending on the amount of
withdrawals taken, adjusted for any GWB step-ups and any applicable bonus, the Guaranteed Annual Withdrawal Amount may be reset to a lower amount
when the for-life guarantee becomes effective.
In certain states, we reserve the right to refuse any subsequent premium payments.
Variable annuities are issued by Jackson National Life Insurance Company (Home Office: Lansing, Michigan) and in New York by Jackson National
Life Insurance Company of New York (Home Office: Purchase, New York). Variable annuities are distributed by Jackson National Life Distributors LLC,
member FINRA. These products have limitations and restrictions. Contact the Company for more information.
Jackson® is the marketing name for Jackson National Life Insurance Company® and Jackson National Life Insurance Company of New York®.
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Firm and state variations may apply.

Not FDIC/NCUA insured • May lose value • Not bank/CU guaranteed
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