
In today’s volatile and increasingly complex economic environment, greater 
opportunities arise for mismanagement and misuse of funds, fraud or even 
theft. With such unprecedented levels of risk, it’s crucial to work with a qualified 
intermediary (QI) that has developed risk-appropriate practices and controls. 
To help differentiate outstanding QIs, NES Financial has compiled an industry-
leading set of best practices.
 
Funds Security

The security and accessibility of clients funds are critical responsibilities of a QI. Stringent measures are necessary to 
ensure the funds security:

•  The QI is never on the title to the clients’ funds

•  Any funds movement requires dual approval by the client and the QI

•  Funds held with utmost security measures:
- Never commingled with the QI’s operating funds
- Always held in a Qualified Escrow or Qualified Trust using the client’s taxpayer ID

•  Funds held with top-rated custodial banking partners, including:
- Capital One
- Citibank
- Signature Bank
- SunTrust Bank

•  Errors and omissions insurance coverage and a fidelity bond for additional protection

Transactional Transparency

A 1031 exchange solution must provide clients with the utmost in transparency. By ensuring full access to transaction 
information, clients can be confident about the proper handling of their funds. QIs should provide:

•  All account information accessible in “real time” from anywhere, including:
- Account and sub-account balances
- Account locations
- Rate of return on deposit
- Applicable fees

•  Advanced document creation, storage and management applications for full audit and reporting capabilities:
- Persistent event recording and document storage
- Audit trail feature for streamlined report creation
- Archived documentation available to view, print, or email 24/7

•  Secure, password-protected web access

•  Standard or customized reports generated automatically, with:
- Deposits and disbursements
- Daily balances and interest rate
- Year-end tax information

1031 Best Practices



Regulatory Compliance

To ensure compliance with federal standards for financial controls, privacy and 
reporting, QIs should submit an annual audit of their business practices and 
technologies. Exceptional QIs voluntarily comply with: 

•  SOC 1 Type 2 certification
•  Sarbanes-Oxley 404 controls
•  Gramm-Leach-Bliley Act
•  The Bank Secrecy Act
•  The USA PATRIOT Act
•  IRC Section 1031 and IRC Section 468B

About NES Financial

NES Financial provides technology-enabled services for the efficient middle- 
and back-office administration of highly specialized financial transactions. 
Their technology-enabled solutions include EB-5 administration, 1031 
exchanges, and private equity fund administration services. Many of the 
world’s largest financial institutions and corporations rely on their proprietary 
technology, unparalleled expertise, and outstanding services to ensure the 
secure, transparent, and compliant management of funds while also lowering 
operational costs, reducing risk, and improving ROI. For more information, 
please visit www.nesfinancial.com.
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