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Important Notice: 18-262

Implementation of FINRA Rule 3110(c)(2) Third-
Party Definition Changes for Journal
Transactions

New 1st Party Assignment rules for eligible registration combinations where all the owners
on the FROM account are also on the TO Account.

Distribution Date: July 24, 2018
Effective Date: September 10, 2018

Questions, contact:

Your Client Service Manager

Submitter: a057044; BD/Bank and RIA

Action Required: No

On December 23, 2013, the SEC approved new FINRA Rules 3110 (Supervision) and 3120 (Supervisory Control System) to
replace NASD Rules 3010 (Supervision), 3012 (Supervisory Control System) and corresponding provisions of the NYSE Rules
and Interpretations. The new rules became effective on December 1, 2014.

New FINRA Rule 3110(c)(2)(A) eliminated NASD Rule 3012’s parenthetical text (“i.e., a transmittal that would result in a change
in beneficial ownership”) to clarify that all transmittals to an account where a customer on the original account is not a named
account holder are included. To paraphrase, FINRA Rule 3110(c)(2) requires that a transmittal of funds or securities is required
under the rule if all account owners on the sending account are not account owners in the receiving account. In other words, if
all account owners on the original account are account owners on the receiving account, a third-party transmittal of funds notice

is not required.

Description &  Currently, all account owners registered on the sending account must also be registered on the receiving account in order for

Key Points a journal transaction to be classified as a first-party transaction. Additionally, the number of account owners on the sending

and receiving accounts must match. Once FINRA Rule 3110(c) (2) logic is implemented, a journal will be classified as a first-

party transaction if all account owners on the original account are account owners on the receiving account but the number of

account owners on the sending and receiving accounts do not need to be the same as long as all the account owners

registered on the sending account are also registered on the receiving account.

Summary of changes

1. New 1st Party assignment rules for eligible registration combinations where all owners on the FROM account are also on

the TO Account.

2. Integrated Cashiering Platform (ICP) will show expanded party information including whether the relationship is 1st or 3+

Party and Same, Common, or Non-Common for transactions and standing instructions.
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3. Existing Journal Standing Instructions will be updated with the new party assignment. No letters will be sent related to
this update.

4. Changes to an account that result in a change in Party for a Journal Standing Instruction will cause the Journal Standing
Instruction to be frozen.

Sample ICP screen showing new party assignment:

Details I Additional Information I Warnings (1) I Paperwork (0) I Approvals

Journal Disbursement (033-000116) Amount $13.70 Status Pending Approval
Related Links Transaction # 1817600129 Type 37 Party Partial Journal KRS
& Reference Line Number 03300011608 Non-Retirement to Non-Retirement
. Create Date 06/26/2018 15:37 Qwnershij Men-common I
Materials Create User A212115 (DIRA) na Journa TS
h Channel ICPOPS From Account Number 033-000116 To Account Number 033-000525

*Screenshots Money Market R-Retail Money Market R-Retail

f Process Date 0&/262018 Eligibility Etigibility
gre or . XTRAC Number Na Reg Type J - Joint WROS Reg Type 1 - Ingividual
I||UStI’atIV9 Last Modify Date None Name & Address Name & Address

urposes i
purp :'&“;’;’ Lloer hooe From Add'l Bkpg Desc To Add'l Bkpg Desc
only. Add'l Position Details @ N
Accept Date/Time v
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FINRA Requlatory Notice 14-10: Consolidated Supervision Rules

For investment professional use only. Not authorized for distribution to the public as sales material in any form.
Enhancements and deployment dates are subject to change. Screenshots are for illustrative purposes only.

This communication is provided for informational and educational purposes only. Unless otherwise disclosed to you, in providing this
information, Fidelity is not undertaking to provide impartial investment advice, or to give advice in a fiduciary capacity, in connection with
any investment or transaction described herein. Fiduciaries are solely responsible for exercising independent judgment in evaluating any
transaction(s) and are assumed to be capable of evaluating investment risks independently, both in general and with regard to particular
transactions and investment strategies. Fidelity has a financial interest in any transaction(s) that fiduciaries, and if applicable, their clients,
may enter into involving Fidelity’s products or services.

This information is not individualized and is not intended to serve as the primary or sole basis for your decisions as there may be other factors you
should consider. You should conduct your own due diligence and analysis based on your specific needs.

Third party marks are the property of their respective owners; all other marks are the property of FMR LLC.

Fidelity Clearing & Custody Solutions® provides clearing, custody, or other brokerage services through National Financial Services LLC or Fidelity
Brokerage Services LLC, Members NYSE, SIPC.
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