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February 16, 2022 
 

Submitted electronically through http://www.regulations.gov 
 

Ms. Vanessa Countryman 
Secretary 
Securities and Exchange Commission 
100 F Street NE 
Washington, DC 20549-1090 

 
 
 
 

Re: Notice and Filing and Immediate Effectiveness of a Proposed Rule Change to 
Temporarily Extend Relief  to Allow  Remote  Inspections under FINRA Rule 
3110: File Number SR-FINRA-2022-001 

 
 
 
 

Dear Ms. Countryman: 

Fidelity Investments (“Fidelity”)1 appreciates the opportunity to provide comments to the 
Securities and Exchange Commission (“SEC” or “Commission”) on its approval of the extension 
of the temporary amendments set forth in SR-FINRA-2021-023, which would extend temporary 
Supplementary Material .17 (Temporary Relief to Allow Remote Inspections for Calendar Years 
2020 and 2021, and Through June 30 of Calendar Year 2022) under FINRA Rule 3110 
(Supervision) to include calendar year 2022 inspection obligations through December 31, 2022. 
(the “Rule Extension”). 

 
 
 
 
 
 

1 Fidelity is one of the world’s largest providers of financial services, including investment management, retirement 
planning, portfolio guidance, brokerage, benefits outsourcing and many other financial products and services to 
more than 30 million individuals and institutions, as well as through 13,500 financial intermediary firms. Fidelity 
submits this letter on behalf of Fidelity Brokerage Services LLC, National Financial Services LLC, and Fidelity 
Distributors Company LLC. 

 

http://www.regulations.gov/


 

 
 

 

Securities Exchange Commission 
February 16, 2022 
Page 2 of 6 
 

I. Introduction 
 

As we approach the two-year mark since the onset of the COVID-19 pandemic, it is 
important to reflect on the changes our industry has made in order to continue serving retail 
investors. We appreciate FINRA and the SEC’s efforts to provide broker-dealers with the flexibility 
needed to manage challenging work environments while maintaining compliance with important 
regulatory requirements, such as conducting inspections. Firms rose to the challenge and 
implemented robust remote inspection programs.   Fidelity continues to find remote inspections to 
be as effective as inspections previously performed on-site. Looking forward to the post-pandemic 
environment, we believe there should be a path forward to preserve remote inspections as an option 
for broker-dealers to inspections. This approach would recognize the technology of today, which 
allows firms to effectively supervise, oversee, and inspect their registered population irrespective 
of where these employees are located, as well as allow firms to continue providing their employees 
with work location flexibility.  

 
The business world is increasingly digital, mobile, video-conferenced, paperless, and 

technology continues to rapidly improve. Broker-dealer customer records, communications and 
trading logs are primarily maintained electronically; computers and cell phones allow employees 
to work from anywhere, while still subject to supervision and oversight through firms’ 
centralized electronic systems. 

 

Despite the technology advances and digital way of working, there is still a requirement for 
“on- site” inspections of branch offices (FINRA 3110(c)) and definitions of OSJ and branch offices 
that are based on the “location” where business or activities are conducted (FINRA 3110(f)). Rule 
3110 must be modernized, including by removing the anachronistic assumption that business is 
conducted at specific designated physical locations.  In addition, a modernized rule would 
recognize the significant role that technology plays in supervising broker- dealer employees who 
work from anywhere and do business through approved firm systems. 

 

II. Robust Technology Allows for Effective Supervision and Oversight 
 

A. Background 
 

At the onset of the pandemic, Fidelity moved nearly all of its customer-facing associates 
to remote work locations, and per FINRA’s regulatory relief, completed its inspections remotely. 
With nearly two years’ worth of data, Fidelity has seen no noticeable difference in the quality of 
supervision, oversight, and inspections conducted remotely. In fact, the large-scale shift to 
remote working has provided us the opportunity to test our long-standing belief that remote 
supervision is highly effective primarily because the infrastructure (i.e., network, tools, and 
technologies), supervision and training are effectively conducted through [a-our?] firm’s secure 
electronic systems.  

 
Our supervisory controls are designed first and foremost for the protection of our 

customers and the integrity of the market, and we have found our controls have provided 
appropriate oversight and supervision of our representatives. Our experience during the past two 
years has validated that advancements in technology that allow information to be stored and 



 

 
 

 

Securities Exchange Commission 
February 16, 2022 
Page 3 of 6 

accessed electronically on secure systems can be leveraged to effectively supervise employee 
and customer activities, both during this current period and into the future2.  We understand this 
to be an experience shared by other firms in the brokerage industry.  As processes and 
technology evolve, firm personnel will continue to develop, maintain, and enhance supervisory 
processes to support a robust, digitally enabled supervisory structure. In addition, the time 
previously spent traveling to branches and other locations to conduct in-person inspections will 
be available for additional oversight and supervision.  

 
B. On-site Branch Office Inspections 

 

Despite being able to robustly supervise and inspect branch locations using available 
technology, FINRA and SEC rules nevertheless continue to require broker-dealers to perform 
on-site inspection of branches. Since Fidelity conducts robust supervision using centralized 
technology, we believe existing FINRA and SEC rules requiring the on-site inspections of 
registered branch offices do not provide any material different information that would be 
identified through remote inspections using technology such as a Zoom, WebEx, FaceTime 
and other video conference tools. 

 

Prior to the pandemic, an on-site inspection of a registered branch office typically consisted 
of the review of the following items: 

• The lobby 

• The back-office, including, for example, the safe contents, checks and stock certificates 
held for less than 24 hours, sales literature, and daily operations logs containing account 
applications 

• Branch signage 

• Physical security 

The majority of the time spent by the inspection team on-site at our branch offices was used 
to discuss with the branch office manager items that had already been identified through 
technology-assisted reviews conducted prior to arriving at the branch.  These discussions could 
be conducted equally well through video conferencing, and we have effectively used this same 
technology to inspect lobbies, signage and back-offices. 

 

 

 
 
___________________________________________ 
2 Fidelity, like other member firms, has been regularly and consistently utilizing advances in technology to enhance 
its oversight and supervisory controls. As described below, there is often very little, if anything, to physically review 
when conducting on-site inspections of offices.  
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C. On-site Inspections of Employees’ Homes 

Non-branch office locations, in particular employees’ homes, have even less to review during 
the Rule 3110(c) required on-site inspection. Employees’ homes do not have publicly facing 
lobbies, signage, or back-offices to inspect; checks, securities and account documents are not 
received at employees’ homes; customer meetings are not held there. Broker- dealer employees 
working in these locations use company-issued laptops through which they communicate with 
customers (including through videoconferencing), generate and review customer documents and 
materials, and assist customers in completing transactions. Firm systems identify the work being 
conducted over its systems and can identify when employees are remotely working. For phone 
center employees, they must connect to firm systems to service customers, providing them and 
the customers an experience that is as seamlessly as being in a traditional office. 

D. Pre-Pandemic vs. Pandemic Inspection Findings 
 

Comparing findings from the nearly 900 on-site branch inspections we conducted during 
the pre-pandemic period (2017-2019) to the nearly 600 remote branch inspections conducted 
during the pandemic (March 2020 – December 2021), we found a comparable and de minimis 
number of findings during remote inspections as were found during on-site inspections. These 
findings included sales literature past expiration date, checks accepted that ultimately would not 
be processed when submitted, and miscellaneous items stored in the branch office safe.  Our 
findings show digital technology facilitated these remote reviews with comparable results as our 
pre-pandemic on-site reviews.  In addition, video conferencing with the branch office manager 
provides the ability to have detailed, direct communication of inspection results. 

 
With respect to non-branch office inspections, during 2019, Fidelity inspected over 300 

private residences, that were exempt from branch office registrations under FINRA’s branch office 
definitions, and conducted over 600 remote inspections during the pandemic (March 2020 – 
December 2021). The inspection findings during 2019 and the remote inspections conducted 
during the pandemic produced a similar finding rate of less than 3 percent, the vast majority of 
which involved a single piece of sales literature that was past the expiration date held by Fidelity 
employees who meet with employees of institutional clients at those clients’ offices.  

 
For employees working from home who do not have these in- person client relationships, 

the finding rate during this period was essentially zero. Physical on-site examinations have 
provided no additional supervisory benefit over and above off-site technology- assisted inspections 
that include a virtual walk-around of the location and a conversation with the representative, using 
Zoom or other video conference tools. 

 
We appreciate that FINRA and the SEC have always been willing to work with the 

industry to evaluate and consider changes to rules, as evidenced by RN 20-08 and the previous 
Rule Extensions. As noted above, we (and we believe most other firms in the industry) support 
and urge FINRA and the SEC to permit remote, technology-assisted inspections not only 
through December 31, 2022, but further to make remote inspections a permanent option 
available to firms.  

Further, given the learnings coming out of COVID-19, we would also support a more 
comprehensive retrospective rule review of branch office registration and inspection 
requirements. Advances in communications and other technology, and other firm systems, 
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including those used for remote supervision and surveillance, are substantial enough to warrant 
an even broader review of the definitions of branch office, office of supervisory jurisdiction and 
the inspection requirements that are attached to those designations, many of which we believe 
are obsolete.   

 

Fidelity is happy to provide further information, participate in any direct outreach 
efforts the Division undertakes, or respond to questions you may have about our comments. 

 
 

Sincerely, 

                                             

Gail Merken                                             Janet Dyer                                            John McGinty 
Chief Compliance Officer                       Chief Compliance Officer                    Chief Compliance Officer  
Fidelity Brokerage Services LLC            National Financial Services LLC         Fidelity Distributors Company LLC 

 
 
 
 

CC: Robert Cook, FINRA 
Bob Colby, FINRA 
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