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PERSPECTIVE
During my tenure at Interactive Data Pricing and Reference Data and now including 

ICE Data Services, I have enjoyed the opportunity to meet with many of our mutual 

fund clients’ independent directors. If I were to imagine myself standing in your 

shoes, I picture a list of priorities that has changed substantially compared with a few 

years ago. 

Back then, many of you had questions surrounding an SEC complaint against directors 

of Morgan Keegan mutual funds, which was settled in June 2013. That rare 

enforcement action emphasizing directors’ responsibility to establish and oversee 

funds’ valuation policies sparked a jump in requests for my team and me to meet with 

clients’ boards or their valuation committees throughout 2013. Understandably, the 

independent director community was anxious to get a handle on what the Morgan 

Keegan settlement might portend for SEC oversight of other fund boards. No sooner 

did that rush of board activity abate, than the SEC published final rules for Money 

Market Fund Reform and Valuation Guidance in July 2014. Those rules aimed to 

clarify the division of responsibilities between fund advisors and boards regarding 

valuation methods, choosing a pricing vendor, and the practical implementation of 

valuation policies. Their release sparked a fresh jump in requests for us to meet with 

our clients’ boards.

More recently, my team’s frequency of invitations to board meetings has been more 

stable. I don’t think this means fund directors are less engaged with valuation topics. 

Rather, I believe funds have adapted to regulators’ evolving expectations, and boards 

have adapted their oversight practices accordingly. Many directors are making efforts 

to use new data types, analytic tools and other information available for board reports. 

SEC rules addressing liquidity risk management, swing pricing, and reporting 

modernization that were finalized in October 2016 create extensive new data analysis 

and disclosure requirements for portfolio risks, liquidity, derivatives exposures, and 

transaction costs… along with that old standby, valuation. Moreover, by expanding 

interchanges of data between funds and external vendors including evaluated pricing 

firms, the new rules raise the stakes for vendor oversight.

As your responsibilities evolve, ICE Data Services is here to support you. On April 5 we 

and the Mutual Fund Directors Forum will co-host a Mutual Fund Directors Working 

Group meeting in New York (referenced later in this newsletter). This follows our 

January conference call on board reporting practices for clients, and past programs on 

valuation oversight that we hosted for fund directors in 2014 (co-sponsored with the 

MFDF) and 2013. Our annual Fund Advisory Board (FAB) conference targeted for the 

mutual fund community will include a panel focused on board directors’ perspectives. 

This year’s FAB will be held on May 16 at the New York Stock Exchange. 

Throughout 2017 and beyond, we intend to maintain our collaboration with the funds 

industry on the development of best practices in valuation, liquidity assessment and 

other industry-wide challenges. We will seek new and better ways to package market 

data and analytic data within dashboards that deliver value for our clients and their 

boards. And we will continue to convey our insights on topics of interest through 

publications including this newsletter.

I look forward to seeing you when we next present to your board or when you attend 

one of our events for directors. We have benefited from hearing your perspectives and 

your reactions to our various initiatives. I hope you have found your conversations with 

us and communications from us to be useful, as well.

LIZ ABELA-DAVI
Senior Director

Fixed Income

liz.abela@theice.com

mailto:liz.abela%40theice.com?subject=
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KEY MARKET DEVELOPMENTS
AND ICE DATA SERVICES EVENTS
Directors of funds may choose to discuss with their fund advisor whether or how the market and 

regulatory developments listed below have impacted their funds.

1 Presenters from Donnelley Financial Solutions, Eagle, and ICE Data Services
2 Excluding municipal evaluations, which are targeted for migration later in 2017. PRD = Interactive Data Pricing and Reference Data

THROUGH MARCH 2017 Q2 2017

OCT 3, 2016
ICE purchase of 
S&P Securities 
Evaluations 
closed

DEC
ICE Liquidity 
Indicators™ 
added coverage 
of CMOs

MAR 30
Live webinar 
on ICE Data 
Services 
enhanced credit 
derivatives 
valuations 
offering

OCT-DEC
ICE Indices 
launched U.S. 
corporate and 
municipal bond 
indices

DEC 14
FOMC raised 
federal funds 
rate target for 
the first time in 
a year

MAR 15
FOMC raised 
federal funds 
rate target by 
25 basis points 
to 0.75%-
1.00% range

OCT 13
SEC voted to 
adopt final 
rules addressing 
liquidity risk 
management 
and fund data 
reporting

APR 3
ICE Data 
Services 
to launch 
Exchange 
Traded 
Derivatives 
reference data

APR 5
ICE Data 
Services Mutual 
Fund Directors 
Working Group 
meeting

APR 24
Securities 
Evaluations 
clients will 
receive 
evaluations 
based on PRD 
methodology2

MAY 7
French 
presidential 
election runoff 
(first round 
takes place 
April 23)

JAN 11, 2017
ICE Data 
Services Board 
Reporting 
Working Group 
conference call

MAR 23
Senate Banking 
Committee 
confirmation 
hearing for 
SEC chairman 
designee Jay 
Clayton

NOV 8
US national 
elections

APR 4
ICE Data 
Services MiFID 
II transaction 
reporting / 
best execution 
webinar

APR 12
ICE Data 
Services to 
launch initial 
phase of MiFID 
II Reference 
Data bundle

MAY 3
FOMC policy 
statement

JUN 14
Fed Chair Janet 
Yellen press 
conference, 
following FOMC 
policy statement

MAY 16
ICE Data 
Services Funds 
Advisory Board 
(FAB) meeting

MAR 30
Webinar on 
SEC Reporting 
Modernization 
and N-PORT 
filing1
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WHAT WASHINGTON’S CHANGED MOOD
COULD MEAN FOR FUND DIRECTORS
MOVE TO UNDO FINANCIAL REGULATIONS BRINGS DIVERSE IMPLICATIONS

Mutual fund directors face a potential dilemma as a wave of 

impending policy changes sweeps the U.S. capital. On one 

hand, the fund industry in recent years has invested in altering 

various fund policies and procedures in response to a welter of 

new laws and regulations adopted in the wake of the financial 

crisis. On the other hand, both boards of directors and fund 

advisors may gain opportunities to reallocate time and 

resources if the Trump administration, Congress and regulators 

decide to eliminate certain existing or pending requirements 

that some in the industry view as unduly burdensome.

In financial services as in other industries, the White House 

under President Trump has articulated a broad goal of paring 

back regulations. On February 3, the president issued an 

executive order directing the Secretary of the Treasury to review 

all existing financial services regulations and other policies for 

consistency with seven new “core principles” for financial 

regulation and report to the president within 120 days, 

including identifying regulations that may not align with those 

principles. The core principles introduced in the order include, 

among others, preventing taxpayer-funded bailouts, imposing 

“more rigorous” regulatory impact analysis, promoting American 

business competitiveness and advancing American interests in 

international financial regulatory negotiations and meetings.

The review is expected to home in on regulations promulgated 

to implement the Dodd-Frank Act — a law that President Trump 

promised his team would “be doing a big number on” when he 

signed a separate order January 30 aimed at rolling back 

federal regulations. Dodd-Frank provisions already implemented 

through regulation include the Volcker Rule that bans banks 

from proprietary trading or holding stakes in hedge funds and 

private equity funds (i.e. covered funds); mandatory central 

clearing and exchange trading for certain classes of derivatives 

contracts; registration and portfolio reporting requirements for 

certain hedge funds, via Form PF; and risk retention and data 

reporting rules for certain securitization deals. Another 

Dodd-Frank provision that can affect fund companies is the 

“Systemically Important Financial Institution” (SIFI) 

designation by the Financial Stability Oversight Council, which 

regulators in the past sought to apply to a handful of non-bank 

entities. The fund industry along with the non-bank institutions 

initially named as SIFIs fought to escape those designations, 

which subject a company to additional, significant regulatory 

oversight.

The Dodd-Frank Act along with recent final and proposed SEC 

rules affecting mutual funds are summarized in the table on 

page 7.1

The White House is not alone in aiming to ease regulatory 

burdens on financial market participants. Influential members 

of the House of Representatives also have voiced this goal,2 as 

have the Republican acting chairmen of the SEC3 and the 

CFTC.4

The new mood in Washington could spell the end, at least in 

their current form, of pending agency rule proposals that 

weren’t finalized in 2016. That could apply to least two SEC 

proposals that would have affected mutual fund boards: funds’ 

use of derivatives, and advisor business continuity and 

transition plans. 

On the other hand, rules already adopted by the SEC or other 

regulators may prove more durable. In recent years, the SEC 

adopted rules addressing liquidity risk management (finalized 

October 2016, with a compliance date of December 1, 2018 

for large fund families with greater than $1 billion under 

management), reporting modernization (finalized October 

2016, with compliance date of June 1, 2018 for large fund 

families) and the 2014 money market fund reforms and 

valuation guidance language included in the final money 

market fund rules. While no federal government official or 

legislator has publicly called for eliminating any of those rules, 

the Investment Company Institute and/or particular fund 

companies had opposed certain provisions of each during the 

1 An additional rule applicable to funds that the SEC finalized in August 2016, providing amendments to Form ADV, has been intentionally omitted from the table.
2 Rep. Jeb Hensarling, R-Texas, the chairman of the House Financial Services Committee, said the Financial Choice Act he is spearheading will throw the Dodd-Frank Act “on 

the ash heap of history.” Reintroduction of Financial Choice Act Coming in ‘Weeks’: Hensarling, Credit Union Times, March 15, 2017. Rep. Jeb Hensarling on financial 

reform: ‘Dodd-Frank clogs the arteries of capitalism’, Dallas Morning News, February 7, 2017
3 SEC Acting Chairman Michael Piwowar, Remarks at the “SEC Speaks” Conference 2017: Remembering the Forgotten Investor, February 24, 2017.
4 Keynote address of CFTC Commissioner J. Christopher Giancarlo before SEFCON VII: Making Market Reform Work for America, January 18, 2017.

https://www.sec.gov/rules/proposed/2015/ic-31933.pdf
https://www.sec.gov/rules/proposed/2016/ia-4439.pdf
https://www.sec.gov/rules/final/2016/ia-4509.pdf
http://www.cutimes.com/2017/03/15/reintroduction-of-financial-choice-act-coming-in-w
http://www.dallasnews.com/business/banking/2017/02/07/rep-jeb-hensarling-financial-reform-dodd-frank-clogs-arteries-capitalism
http://www.dallasnews.com/business/banking/2017/02/07/rep-jeb-hensarling-financial-reform-dodd-frank-clogs-arteries-capitalism
https://www.sec.gov/news/speech/piwowar-remembering-the-forgotten-investor.html
http://www.cftc.gov/PressRoom/SpeechesTestimony/opagiancarlo-19
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rulemaking process, citing compliance costs and operational 

challenges. However, reversing a final rule at the agency level 

would require formal administrative rulemaking proceedings, 

including soliciting and reviewing public comments. Undoing 

an agency final rule through a legislative vehicle is challenging; 

the process can take years and require supermajority support.

At the SEC, the president has named Jay Clayton, a partner in 

the law firm Sullivan & Cromwell, as his choice to lead the 

agency. Clayton has specialized in corporate finance and M&A 

advisory work, along with representing Wall Street firms in 

settlement negotiations with the government. The Senate 

Banking Committee held a confirmation hearing for him on 

March 23. Clayton’s background brings familiarity with 

corporate governance structure issues, including those faced by 

fund boards. Michael Piwowar, a current Republican 

commissioner, is serving as acting chairman until a new 

permanent chair is confirmed by the Senate. Piwowar has said 

he may ask staff to review existing regulations in a number of 

areas. He has already moved to reconsider disclosure 

requirements for two public company disclosure rules mandated 

by Dodd-Frank, namely the CEO pay ratio rule and the so-called 

“Congo conflict minerals” rule.

New Treasury Secretary Steven Mnuchin was confirmed by the 

Senate on February 13, and leadership changes also loom for 

the CFTC and bank regulatory agencies.

QUESTIONS TO CONSIDER
In light of potential regulatory change emanating from the new 

administration in Washington, boards may consider possible 

questions such as the following:

• Do we have a process in place to assess:

 ○ The probability of significant rollbacks of particular U.S. 

regulations or laws that bear on our funds’ operations or on 

current policies and procedures?

 ○ How our funds would be impacted by rollbacks of 

particular current or proposed rules?

• What are the primary sources of regulatory and legislative 

intelligence used by:

 ○ The board of directors?

 ○ The fund advisor?

• Is the advisor considering altering the timing or content of 

current preparations to comply with SEC final rules 

addressing liquidity risk management or reporting 

modernization?

• How does the potential withdrawal or rewrite of SEC proposed 

rules for Business Continuity and Transition Planning and for 

funds’ use of derivatives impact current preparations or plans 

in those areas?

ICE DATA SERVICES RESPONSE
Laws and regulations establish minimum standards that funds 

and their boards must follow. However, best practices that 

evolve among fund companies may exceed applicable legal 

requirements. Regardless of how Washington’s new direction 

may impact future regulation of mutual funds, boards will still 

retain oversight responsibility over not only compliance 

programs, but investment performance, fair value 

determinations, risk management, and fund disclosures.

As a supplier of mission-critical data to financial market 

participants, ICE Data Services strives to provide data and 

applications that can help funds implement recognized best 

practices as well as comply with their regulatory obligations. 

For example, we have developed ICE Liquidity Indicators™ in 

response to rising concern among market participants, 

regulators and policy makers about financial institutions’ ability 

to effectively measure and manage liquidity risk. After more 

than a year of research and development work including a 

formal survey of clients,5 the service was introduced to the 

market in 2015, a few months before the SEC proposed the 

initial version of its liquidity risk management rules. 

ICE Liquidity Indicators provides an independent view of 

near-term relative liquidity, defined as “the ability to exit a 

position at or near the current value.” The service uses a 

transparent methodology to assign a relative liquidity score to 

each individual security, along with related metrics and tools 

for measuring portfolio-level liquidity under normal and 

stressed scenarios. This information can assist funds in 

classifying portfolio holdings based on the number of days 

needed to liquidate, as required by the SEC’s liquidity risk 

management rule. Currently available for all major bond types 

from U.S. and global issuers, ICE Liquidity Indicators is 

targeted to expand to U.S. and global equities near the 

midpoint of 2017. 

To assist funds in fulfilling their reporting and compliance 

obligations under the SEC’s Investment Company Reporting 

Modernization rule, ICE Data Services is entering into an 

agreement with Donnelley Financial Solutions to provide a Form 

N-PORT reporting service. The planned service will route ICE 

data on funds’ holdings to be filed with the SEC via the 

Donnelley platform. Content will come from several existing ICE 

Data Services products, along with new content we will create 

specifically for Form N-PORT.

5 The survey report published in August 2014 analyzed responses from 177 senior decision makers, chief investment officers and risk managers from 144 firms globally.
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RULE OR LAW KEY DATES HOW IT AFFECTS FUNDS 
(BOARDS/MANAGEMENT)

POTENTIAL OUTLOOK COMMENTS

MMF Reform Finalized July 2014. 
Compliance deadline 
was October 2016

Floating NAV; fees/gates 
provisions; valuation guidance

No apparent indications have emerged 
that anyone is targeting this rule for 
change or repeal

Liquidity Risk 
Management

Finalized October 
2016. Compliance 
date is December 1, 
2018 for large fund 
families and June 1, 
2019 for small fund 
families

Will require funds to classify all 
holdings based on estimated 
days to liquidate; designation 
of a liquidity risk officer; board-
approved formal liquidity risk 
management program

No apparent indications have emerged 
that anyone is targeting this rule for 
change or repeal

Precise 
monitoring 
of portfolio 
liquidity should 
remain a best 
practice even 
if SEC rule is 
changed

Investment 
Company Reporting 
Modernization

Finalized October 
2016. Compliance 
date for Form N-PORT 
is June 1, 2018 for 
large fund families 
and June 1, 2019 for 
small fund families

Will require funds to file with the 
SEC a wide range of additional 
data about their holdings, 
including liquidity and risk 
metrics. Some data fields will 
be made public and some will 
remain private

No apparent indications have emerged 
that anyone is targeting this rule for 
change or repeal

Boards may 
want to assess 
which types of 
data required 
for Form N-PORT 
are useful for 
oversight

Dodd-Frank Act Enacted by Congress 
and signed into law 
in 2010. The SEC, 
CFTC, bank regulators 
and other agencies 
have since adopted or 
proposed numerous 
distinct rules to 
implement various 
provisions of the law

Provisions include:
• Additional reporting and 

other requirements for 
entities designated as “SIFI” 
(Systemically Important 
Financial Institutions)

• Volcker Rule (limits bank 
stake in certain funds)

• HF registration / Form PF
• Securitization, risk retention, 

etc.
• Derivatives clearing
• Margin requirements for swap 

dealers and end users (funds)

White House, congressional 
Republicans and regulators have 
separately stated intent to roll back 
Dodd-Frank Act regulations. Some 
authorities have expressed a goal 
of repealing the act in its entirety. 
Others have targeted specific portions, 
including the Volcker Rule and the 
derivatives clearing mandate

Swing Pricing Finalized October 
2016. Effective date 
is November 19, 2018

Would permit (not require) 
funds to adjust NAV to pass 
along to shareholders costs 
attributable to their purchases or 
redemptions

No apparent indications have emerged 
that anyone is targeting this rule for 
change or repeal

Business Continuity 
and Transition Plans 
(proposed rule)

Proposed June 2016 Funds would have to adopt 
formal BC and resolution plans 
and review their vendors’ plans

The Trump administration has ordered 
regulators to halt work on all new rules 
in progress

Extensive 
vetting of 
price vendors’ 
reliability 
remains best 
practice

Funds’ Use of 
Derivatives 
(proposed rule)

Proposed December 
2015

• Would limit funds’ leverage 
from derivatives positions

• Certain funds would have 
to adopt derivatives risk 
management programs

• Would require new disclosures 
of funds’ derivatives usage

The Trump administration has ordered 
regulators to halt work on all new rules 
in progress

This was highly 
controversial 
and if adopted, 
would likely 
face significant 
revisions

RECENT REGULATIONS AFFECTING MUTUAL FUNDS: 
WHERE DO THEY STAND?



8ICE DATA SERVICES: U.S. FUND DIRECTORS INSIGHT

MIFID II EXPANDS DATA AND REPORTING REQUIREMENTS 
FOR EUROPEAN SECURITIES TRANSACTIONS

BROADENED TRANSPARENCY DIRECTIVE WILL REQUIRE FIXED INCOME PRICE 
TRANSPARENCY AND MORE STRINGENT BEST EXECUTION STANDARD STARTING IN 2018

The asset management industry worldwide is gearing up to 

comply with MiFID II, a transparency directive encompassing a 

wide range of asset classes. Enacted by the European 

Parliament and overseen by the European Securities Markets 

Authority (ESMA), MiFID II comes into force on January 3, 

2018. It applies to investment firms and other entities located 

in, that trade assets domiciled in, or that trade with 

counterparties domiciled in member states of the European 

Union plus Norway, Iceland and Liechtenstein. U.S. mutual 

funds that operate in European markets are subject to the 

2,000-plus page6  directive’s new requirements throughout the 

trade lifecycle — from certain pre-trade transparency 

requirements to transaction reporting requirements to best 

execution analysis.

MiFID II represents an expansion of MiFID I that was launched 

nearly 10 years ago. However, the scope of MiFID II is much 

broader, encompassing most types of financial instruments, 

including many that currently trade OTC (fixed income and 

swaps). A further change is mandatory publication of post-trade 

data for all transactions — not only those executed on trading 

venues (which will be required to publish their trades), but also 

for off-venue transactions, by means of an “authorised 

publication arrangement,” or APA. Public dissemination of 

fixed income trades will expand market-wide transparency akin 

to the FINRA TRACE© system in place in the U.S., but the 

publication model will be decentralized rather than centralized. 

While the regulation’s primary focus is on trading and execution 

venues and their members, it has wide impacts for all types of 

market participants including funds.7 In particular, investment 

firms will be required to record and maintain historical 

transaction quality scores for institutions they trade with.

Among specific requirements:

• Investment firms and trading venues must make public certain 

market data (i.e. bids and offers) prior to execution of trades

• Trading venues must report a wider range of post-trade transaction 

data — adding fixed income and other assets to the current MiFID 

I regime limited to equity and equity-like instruments

• Adoption of standard identifiers (ISIN) and classifications for 

all asset types, including some that don’t currently have 

them such as OTC derivatives

• Standardized tick size across countries

• Firms must classify each instrument as either liquid or not, 

using specified criteria for each asset class

• A significantly higher standard for best execution 

• Tightened product “suitability” definitions and “complexity” 

assessment meant to enhance investor protections

The directive will require investment firms to maintain ongoing 

records of their transaction quality with counterparties and 

report quantitative and qualitative metrics annually in a tabular 

format. Investment firms will be required to undertake “all 

sufficient steps to obtain, when executing orders, the best 

possible result for their clients”8 — a notably higher bar than 

the current MiFID I mandate to take “reasonable steps” to 

achieve best execution. Under this new obligation, reviewing a 

sample of trades alone may not be considered sufficient.

QUESTIONS TO CONSIDER

MiFID II raises new challenges for applicable funds (along with 

other market participants) in relation to collecting and 

managing the data required to comply. This is particularly true 

for the upgraded execution quality standard and its application 

to fixed income instruments. In a 2016 TABB Group survey, 

nearly three quarters of participants said their strategy to meet 

best execution obligations under MiFID II includes either 

implementing new policies or reviewing current policies and 

procedures. TABB Group stated:

6 The stated length includes related ESMA consultation papers.
7 “From operating conditions to organizational and reporting requirements, every investment firm and relevant service provider will be impacted across multiple business lines.” 

MiFID II: The Data Conundrum. TABB Group white paper, June 2016.
8 See Article 27.1, “Obligation to execute orders on terms most favourable to the client”.

http://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:32014L0065&from=EN
https://www.theice.com/publicdocs/V14-039%20MiFID%20II_The_Data_Conundrum_Final.pdf
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On the other side of the coin, funds that succeed in navigating 

a more data-rich landscape may realize benefits from more 

robust price discovery and greater control over how their orders 

are executed.

To address any concerns, boards may consider questions such 

as the following: 

• How will MiFID II impact our funds’ compliance obligations? 

• What efforts are being made to review our funds’ current 

policies and procedures for achieving best execution in light 

of the new requirements under MiFID II?

• Has management assessed data quality and completeness for 

each internal and external source of data they plan to utilize 

to comply with the directive? Have we reviewed 

management’s assessment?

• Is management examining possibilities for utilizing additional 

market data that might become available through public or 

private sources when MiFID II comes into force, for purposes of:

 ○ Trading and portfolio management

 ○ Fund accounting and independent price verification

 ○ Transaction cost analysis

• What information or guidance have our providers of reference 

data and market data conveyed to us regarding MiFID II?

ICE DATA SERVICES RESPONSE
ICE Data Services will continue to support our clients with their 

critical MiFID requirements such as transaction and execution 

quality reporting, trade transparency, complex product 

determination and a wide range of reference data required for 

MiFID reporting. Our offering incorporates data from existing 

products plus unique content created for MiFID compliance. 

Our existing offering will be augmented by an additional 

reference data bundle targeted for release in stages beginning 

in the 2017 second quarter.

Our Best Execution quality measurement service introduced in 

August 2015 for certain U.S. fixed income securities expanded 

to include EMEA (Europe, Middle East and Africa) sovereign 

and corporate bonds in October 2016.10 Best Execution 

leverages ICE Data Services fixed income Continuous Evaluated 

Pricing to measure best execution, and offers a trade-by-trade 

measure of execution quality relative to comparable market 

transactions. Our service’s independent metrics can help firms 

comply with MiFID II rules that require investment firms to 

maintain records quantifying the transaction quality of their 

counterparties.

On April 4 we will present an industry webinar on “Navigating 

the Uncertainty of MiFID II - Transaction Reporting and Best 

Execution.” Our previous webinar from June 2016, “MiFID II: 

The Increasing Need for Transparency in the Fixed Income 

Market”, is available for replay.

In October 2016 ICE Data Services surveyed 118 financial 

professionals, including chief compliance officers, portfolio 

managers, risk managers, risk officers and executives, about 

best execution analysis processes at their firms and their plans 

for addressing MiFID II. More than half of responding firms 

(56%) reported reviewing less than 20% of their trades; most 

of those reported reviewing less than 5% of their trades. Your 

fund group may need to increase coverage of trades reviewed in 

order to demonstrate compliance with MiFID II’s “all sufficient 

steps” requirement

“Firms will need to demonstrate the fidelity of their 

process to make informed choices based on sound 

rationale as well as indicate how a firm rectifies sub-

optimal outcomes... This extension of best execution 

policies from obtaining the best price or tracking 

benchmarks to a more in-depth policy based on procedures 

to ensure optimal outcomes for end clients is what is 

calling into question current practices for many firms.”9

9 MiFID II: The Data Conundrum. TABB Group white paper, June 2016, page 8.
10 ICE Data Services Launches Best Execution for Fixed Income in EMEA, Press release, October 5, 2016.

http://ir.theice.com/press/press-releases/all-categories/2016/10-05-2016-080008633
https://event.on24.com/eventRegistration/EventLobbyServlet?target=reg20.jsp&referrer=&eventid=1207909&sessionid=1&key=AFDC7CB6455F0816D875DB35C9F54E38&regTag=&sourcepage=register
http://ir.theice.com/press/press-releases/all-categories/2016/10-05-2016-080008633
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A LOOK AT WHAT’S IN SOME FUND COMPANIES’
BOARD REPORTS
WORKING GROUP SESSION OPENS WINDOW INTO PREVAILING PRACTICES

As part of our ongoing collaboration with members of the fund 

industry on topics of mutual interest, ICE Data Services hosted 

a conference call with representatives from 19 mutual fund 

organizations on January 11, 2017, to facilitate a discussion 

about differing board reporting practices and trends across the 

participating organizations. Board reporting has been a 

discussion topic at other forums hosted by ICE Data Services 

and in individual discussions with clients.

While highlighting differences in the levels and types of detail 

that boards at various firms request from investment advisers, 

the discussion pointed to a rising trend in the amount of detail 

requested for valuation-related issues such as pricing 

challenges. On the other hand, a small number of participants 

said their boards are asking for reports to be pared back. 

Participants said boards are pressing for reports that convey 

analysis and conclusions rather than raw data, but noted that 

this widely held goal poses challenges for resource allocation. 

The discussion highlighted that:

• The main report that boards receive from the investment 

adviser is typically augmented by a voluminous supplement 

that includes minutes of fair value committee meetings, with 

some boards receiving full minutes and others a summary. 

Participants noted a trend toward moving from quarterly to 

annual reporting on matters such as vendor due diligence 

and back-testing.

• Different boards within the same fund complex may require 

different levels of detail and presentation. While one board 

may ask for more information from management, another may 

only want to receive actionable data from which they can 

draw conclusions.

• Data summary dashboards provided to boards may show, 

among other information: assets broken out by type of 

valuation source (which may be further broken by 

subcategory, with additional data provided when pricing 

services are used); back-test data comparing valuations 

against a fund’s trades of the same securities; and trends in 

price challenge numbers or in vendors’ percentage of 

unchanged evaluated prices. 

• Many boards also request that management provide them with: 

 ○ Analysis of valuation-related statistics (trade execution 

levels, price challenge numbers, vendor response times) 

during periods coinciding with broad market movements 

(e.g., the municipal market selloff immediately after the 

2016 U.S. presidential election). 

 ○ Summaries of the valuation methods used by a fund and 

its pricing vendors. Reports may highlight outliers such as 

situations where a security is valued using a unique 

methodology that isn’t on a fund’s pre-approved list of 

valuation methods, when there is an override of a vendor 

evaluated price or when backup procedures are utilized. 

 ○ Fair value hierarchy information for their funds’ 

investments. This may also include management’s fair 

value leveling criteria along with back-testing data to 

support level determinations for particular asset subtypes. 

A number of participants in our working group said they are 

exploring robotic process automation tools in hopes of making 

their board reporting process more efficient. 

Most participating firms’ board notification policies tie 

emergency notification to a NAV-based impact threshold, such 

as 25 basis points. A few participants said they also provide 

special notification to the board when changing the fund’s 

primary pricing vendor. 

ICE DATA SERVICES RESPONSE
In connection with our evaluated pricing services for mutual 

funds, ICE Data Services provides data and tools designed to 

provide transparency into our evaluations, which may assist 

boards in their valuation oversight responsibilities. For 

example, our Fair Value Hierarchy Level service (FVL) provides 

a client-configured rules engine that can help firms determine 

the hierarchy level and can help firms address their data and 

reporting needs under the existing and evolving accounting 

standards and regulatory requirements. We also host meetings 

and informational events and allow clients to access certain 

documents that may interest board members. 
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• A Mutual Fund Directors Working Group program is planned 

for April 5. In past years, we hosted a 2014 session entitled 

“Board Oversight of the Fair Value Process: What Fund 

Directors Need to Know” (sponsored by the Mutual Fund 

Directors Forum) and one in 2013 on “Valuation Oversight 

for Fund Directors.”

• Our ongoing collaborative efforts with industry participants 

also include organizing client working groups and forums to 

discuss current regulatory or operational challenges, as well 

as our annual Funds Advisory Board conference which is 

scheduled this year for May 16 at the New York Stock 

Exchange. For further information or to attend one of these 

meetings, please have your fund advisor contact their ICE 

Data Services sales representative.

• ICE Data Services welcomes requests from clients for due 

diligence visits and to make presentations at clients’ board 

meetings and valuation committee meetings. During 2016 we 

hosted approximately 300 client due diligence meetings and 

attended approximately 100 meetings of our fund clients’ 

boards of directors.

• A one-page “Fixed Income Evaluation Overview” document is 

available that summarizes the Interactive Data Pricing and 

Reference Data evaluated pricing approach, application, 

model and process for each asset type. The document can be 

tailored to include only the asset types within the fund the 

board is most interested in. 

• Granular details of evaluation methodologies are available in 

asset class specific methodology documents and a Summary 

of Inputs document. These technical documents can be 

accessed through our 360ViewSM and our other platforms.
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RECENT BOARD QUESTIONS RECEIVED
BY ICE DATA SERVICES
Question: For how long will you deliver separately produced fixed-income evaluations to clients of Interactive Data Pricing and 

Reference Data and the legacy Standard & Poor’s Securities Evaluations and maintain the operational separation between those two 

business units? 

Answer: ICE completed the acquisition of Standard & Poor’s Securities Evaluations, Inc. from S&P Global in October 2016. ICE 

Data Services will integrate the evaluated prices for global corporate, government and structured finance asset classes to a single 

best-of-breed evaluated price based on the Interactive Data Pricing and Reference Data methodology, models and technology, 

effective April 24, 2017. After that date, the global corporate, government and structured evaluation teams will operate as a single 

team. Clients who currently receive Interactive Data evaluations will see no changes to methodology. Clients who currently receive 

content from Securities Evaluations (the former S&P unit) received a communication on February 16 that addressed operational 

details including our internal content review process, client test process (affording Securities Evaluations clients an opportunity to 

review, compare and challenge Interactive Data evaluated prices), prospective changes to intra-day file delivery times and data 

fields, a client review timeline, and other information.

Derivatives and municipal bonds are not included in this stage of the integration. The municipal bond evaluation teams will 

continue to operate separately until that asset class is integrated, which will occur no earlier than the third quarter of 2017.

Question: In October 2016 the SEC issued final rules addressing Liquidity Risk Management, Investment Company Reporting 

Modernization, and Swing Pricing. How will you support funds’ compliance with the new requirements?

Answer: ICE Liquidity Indicators™, introduced to the market in 2015, can assist funds in classifying portfolio holdings based on 

the number of days needed to liquidate, as required by the SEC’s liquidity risk management rule. Currently available for all major 

bond types from U.S. and global issuers, the service is targeted to expand to U.S. and global equities in the second quarter of 

2017. ICE Liquidity Indicators currently covers global corporate and sovereign bonds, structured bonds and municipal bonds. 

To support funds’ new data requirements associated with reporting modernization, ICE Data Services recently entered an alliance 

with Donnelley Financial Solutions to provide a Form N-PORT reporting service that will route ICE data on funds’ holdings for SEC 

submission through the Donnelley reporting platform. Representatives from each company will discuss their perspectives on SEC 

Modernization and the new Form N-PORT reporting service in a one-hour webinar on March 30.

http://info.dfsco.com/LP=1462?utm_campaign=GIM%20Webinar%2020170316%20The%20Collaboration%20of%20Eagle%2C%20ICE%20&%20Donnelley%20Financial%20Solutions_WCL&utm_medium=email&utm_source=Eloqua
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FURTHER INFORMATION
icedataservices@theice.com theice.com/data
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