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Title 17--eorri~odity and Sec",rities ards for regis~red transfer agents.' The C. EFFECT ON RU~ OF SELF-REGULATORY 
Exchanges Commission received approximately 150 ORGANIZATIONS 

CHAPTER II-SECURITIES AND letters of comment on the draft rules 
EXCHANGE COMMISSION and those letters were carefully consid~ . ~eraJ. commenters _ questioned

ered in drafting revised rules. whether the Commission's turnaround 
[Release No. 34-13636J On February 24, 1977, the Commission rules supersede s1mila.r rules imJ>OSed by 

PART 24O-GENERAL RULES AND REGU· pliblishecI revised rules for comment self-regulatory organizations Which re­
LATIONS, SECURITIES EXCHANGE ACT ("proposed rules").' The comment pe- quire, among.other things, that tra.nsfer 
OF 1934 riod ended April 13, 1977, and the Com- agents acting for ·cei'tain listed isSues 

Regulation of Transfer Agents mission received 45 letters of comment. e1f~ turnaround within 48 hours. The 
The rules adopted herein include a num.- adopted rulesa.re not intended to and 

AGENCY: Securities and Exchange. ber of revisions (discussed below) made do not supersede any rules of self-' 
Commission. to the proposed rules in response to the regulatory organizations which impose 

.. ACTION: Final rules. suggestions of the cOfumentors: more stringent performance standards.' 

SUMltlARY: The Securities and Ex- B. THE PURPOSE OF THE ADOPTED RULES D. EXEMPTIONS 
change Commission, in order to facili- The adopted rules are designed to pro- Under § 240.17Ad-4 transfers of cer­
tate the establishment of a national sys- tect investors and persons facilitating tain .sec~ities and transfer agents in 
tern for the clearance and settlement of transactions .by and on behalf of in- certam CIrcumstances are exempt from 
transactions in securities under section vestors and to contribute to the estab- parts of these rules, Under paragraph 
17A of the Securities Exchange Act of lishment' of a national system for the (a) of that secticn certain transfers are 
1934, is adopting rules applicable to prompt and accurate clearance and set- exemJ)t .from n 240.17Ad-2, 24O.17Ad~3 
transfer agents. The rules are intended: tlement of transactions in securities by: and~· 2.0.17Ad-6(a) (1) through ~) and 
(1) to assure that registered transfer (1) assuring that the transfer. agent (11), btltremain subject to §§ 240.1'ZAd­
agents perform their functions in a community performs its functions in a I, 240.17Ad-4, 240.17Ad-5, 240.17Ad-6 
prompt and accurate manner; (2) to prompt, accurate and more predictable (a) (8), (9) and (10), (b) and (c) and 
provide early warning of inadequate manner; (2) providing an early WarD- § 240.17Ad-7. Tt-ansferagents who qua1­
transfer agent performance; (3) to ap- ing system to alert the transfer agent ify for exemption under paragraph (b. 
ply limitations on the expansion of trans- regulatory agencies' that a transfer of § 240.,17Ad-4 are exempt from §§ 240 ­
fer agent activities when transfer agents agent is not meeting the performance 17Ad-2 (a), (b), (c), (d) and (hi. 
are unable to meet the performance time standards, thereby en~bling those agen- 240.17Ad-3 and· 24O.17Ad-6(a) (2) 
standards; (4) to assure prompt re- ies to take timely preventive and reme- . ~hrough (7) and (11), but remain sub­
sponse to inquiries concerning the status dial measures to protect the public inter- loot to §§ 240.17Ad-l, 240.17Ad-2 {e). 
of items presented for transfer; and (5) est and investors; (3) precluding a (f) and (g), §§ 240.17Ad-4, 240.17Ad"': 
to require the maintenance and preser- transfer agent from expanding its trans- 5, 240.17Ad-6(a) (1), (8), (9) and no". 
vation of certain -records necessary to fer agent activities when it has been un- (b) and (c) and § 240.17A'd-7~ 
monitor compliance with· the proposed able to comply with performance stand- n .. DISCUSSION OF THE ADOPTED TuRN­
rules. ards and, in the event of continued sub- . ARomm RULES IN LIGHT OF COMMENTS. 
EFFECTIVE .DATES: sections 240~ stantial performance failures, requiring RECEIVED ; 
17Ad-l; 240.17Ad-2 (c), (d) .. (f), (g), such transfer agent to alert issuers of A. SECTIO~-BY-SECTION DISCUSSION 
and (h); and 17Ad-4: October 3, 1977. seCurities serviced by it of its perform­ OF THE ADOPTED RULES 
sectiQIlS 240.17Ad-2 (a), (b) and (e); ance failures; (4) assuring prompt re­
17Ad-3; and 17Ad-5 through 7: January sponse to inquiries concerning the status SECTION 240.17Ad-l DEFTh"ITIONS
 

2, 1978. of items presented for transfer and to
 Sect~on 240.1'1Ad-l defines salientcertain other inquiries, in order to better terms used tbi'oughout the rules; famili ­FOR FURTHER INFORMATION CON- meet the needs of investors who deal arity With these definitions is essentialTACT: with transfer agents, to promote more 
tounderstandin~the rules.prompt identification of lost securitiesHarryF. Day, Assistant Dir.ector, Di­ The baSic unit for which tUrnaroundand to assist broker-dealers undergoingvision of- Market Regulation, Securi­ times and other requirements are pre­

examination and seeking to comply withties and Exchange Commission,W~h­ scribed ~ an "item." Section 240.17Ad-1requirements relating to control. of cus­ington, D,C. 20549, 202-472-4515 or defines "item" to mean the certificatestomer securities; and (5) prescribing202-755-8834. of a single issue of securities presentedrecordkeeping and record retention re­ under one ticket, or, if there is no ticketSUPPLEMENTARY INFORMATION: quirements to better enable transfer (as is often the case with mail itemsNotice is hereby given that the securi­ agents to monitor their own activities from individuals) , presented at one timeties and Exchange Commission (the and to Permit regulatory authorities to by one presentor. several commentors"Commission") has amended Title 17, 
monitor transfer agent compliance with noted·that in the past a single submis·Chapter II, Part 240 of the Code of Fed­ sion by. a depository (shipment controleral Regulations to add §§ 240.17Ad-l, the adopted rules. 

list) lnight inclUde a very large number240.1'1Ad-2, 24O.17Ad-3, 240.17Ad-4, of indiVidual transfer instructions.1 see securities EXchange Act Release No.24G.1'1Ad-5, 24O.1'1Ad-6 and 240.1'1Ad­ These commentors recommended that34-l244O (May 12, 1976); 9 SEC Docket 627., (hereinafter "adopted rules") under 
(Mayas, 1976); 41 Fa 22595 (June 4,1976). the term "item" be defined to mean eachthe ~urit1es Exchange Act of 1934 (the comments were requested to. be submitted individual transfer instruction for cer­"Act"), in particular sections 2, 17,17A by July· 2, 1976, and that deadline was ex­

and 23(80) of t;pat Act, 15 U.s.C, 78b, tended to July 19, 1976 in· securities Ex- • The rules usually mentioned in thiS con­
78q. 7llq-l and 78w(a). In accordance change Act· Release No. 84-12594 (July 2, nection ~ the New York Stock Exchange's 
with 'Section 17A(d) (3) (A) (i) of the 1976); 9 SEC Docket 1029 (JUly 21, 1976~; Rule 496· and the American stock Exchange's 
Act, ·15 U.S.C. 78q-l(d) (3) (A) (1), the 41 Fa 28'798 (J.wy IS, 1976). Bule ~1. See. 2 NYSE Guide (<lOR) pan.

.5ecurities Exchange Act Release No. 34- 2496 aDd 2 Am. Stock Ex. Guide (CCH)Commission consUlted and requested the 
IS29S (Peb. 24, 19'1'7); 11 SEC Docket 1818 pa;ra.·OOSl. Those rules and s1m11ar rules orviews· of the Federal bank regulatory (March 8, 1977); 42 FR 12191 (March 3; other. self-regulatory OI'glUliZations were

agencies at least fifteen days prior to 19'1'7) . identUled tor review by ib& ComJnisslon 
this announcement. 'The appropriate regulatory agencies tor p~8.n~'to sectlon SICb} of the 8ecUrities 

transfer agents, which are set torth in .sec- ActzI"An1e)DGmen111f of 19'16 and currently areI. INTRODUCTION tion Sea) (34) (B) of the Act, 16 U.S.C. 78c-belng ezM;"'DerJ 1n accordance~1;b.1;be pro­

Ii.. BACKGROUND (a) (34) (B), ~ the otIice of the Comptroller ~~;~ In 'U1at lIeCUQn. flecUri1;les
 

or the Currency, the Board ot Governors of lIXClIIa11P A~ Beleue No. UIO'n (Decem­

On May. 12, 19'16, the Commission pub­ the Peclera1 Be8ene system. the Federal De- ber 1, 1978): lLID.!O Dock_loea ~
 

lished notice of proposed'rules ("draft posiiB Insurance. corporation and the se- ~ 14, .19'16};.'U..PB ~'13 (December "T.
 
curtties and Exchange Commission. 19'76).• : .'rules") prescribing performance stand-
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tlficates of a smgie issue of Securltles 
mcluded within a slDgle ticket. It ap­
pears that the depository concerned 
has recently implemented changes in 
Its procedures. and that, as a result, 
each ticket (shipment control list) sha~ 
on tae average contain 20 lines requir­
mg the issyance of a totiil of 24 certifi­
cates. Although many of the sbiP}J!ent 
control lists will exceed this average, we 
have been assured that the'upward vari­
atIon in siZe wU1 not be of a magnitude 
to create di1Dculties. Accordingly, the 
definition of "item" has not been 
Changed. The definition also extends to 
ltems presented under a transfer agent
custodian anangement. Finally, the ~ 
mition provides that, for an outs"'lde 
registrar, each certificate to be co~­
signed is an item. 

Section 17Ad-Hc) provides that an 
Item is, in various circumstances de­
scribed therein, "made avaJIabl~' when 
it is dispatched or mailed. An item 18 
considered d1spatched when it leaves 
the premises::,at which transfer agent 
functions are performed and 18 sent to 
the receiving party or to a location from 
which it is to be picked up by the re­
ceiving party. For examl>1e, an outside 
registrar that received, before noon an 
item subject to the processing require­
ment of § 24Q.17Ad-2(b) (1) would make 
the item avaJIable When, on or before 
the opening of buslness the next busi­
ness day, the item is being taken by a 
messenger to a clearing house for de­
livery to the transfer agent. An item 18 
considered maJJed either when it 4S de­
livered to the location from which it is' 
collected by the U.s. Postal service or 
when it 18 being delivered to the U,S. 
Postal service. The term "made avail­
able" has been: amended to include the 
transfer agent's forwarding to a pre­
sentor, or other proP*'1Jal'ty, an"item 
which has been returned to the transfer 

ag~~~:,,~t;!1et'~~~::nedas the 
8.fiQOmpl1shm.en~of aU ac~ necessary flo 
cancel certi1icates presented and to issUe 
new certfflcates!/,~c1uding"perlonnance 
of the reg1stmr fUDction, and j;o make 
the item available to the presentor. one 
conunentor asked whether original is­
sues are ex~ from the~d.eliri1tionof 
"transfer." Public distributions, whether 
initial or secondary offerings, are not 
eXclu«ied from the term "transfer." Nev­
ertheless, the Commission ~ 
tIlat an unusual volume of 1a'ansfers is 
often associated with public OJfer,ings, 
and a provisi,on for offerings is meJin:ied 
in sUbsectiOJ:}. 11) (8) .& The secopj}~of 
tile definition of "transfer" ref~ to the 
manner in 'Which a transfer may be ac­
complished when a transfer agent main­
tains custody of securities under a trans­
fer agent custodian Pl'OIJram. '!'he lan­
guage '~r COl:nplete registration of 
change iJ\ own~p of an or a pnrf;I0I) 
of ~ese securities" ~ers not to tbe 
function perfonned by the regJsUar but 
to the transfer and registration of own-

RULES ~~EqULATlONS 

ership by book entry on the secunty­
holder records when no certificates are 
issued. ""~. 

"".l!ufI1aro1md" Of t)Il item is accom­
pUshed, in the ~a transfer agent
that acts in the alTal capacity of trans­
fer agent and ~trar"with respect to 
that.item, wh~eitem·is transferred. 
For other traiiiSler agents, turnaround 
occurs when the ,1tedI. is made available 
to the outside regiStrar. 

Consideration was given to establish­
ing a mimmum time period within which 
ltems received from an outlJide registrar 
must be made av~ab1e,j;othe presentor. 
In the abSence of'any indication that this 
matter has- been a source of delay, the 
Coqpnission has required in § 240.17Ad­
2(f) that a transfer agent make such 
items available ''promptly'' to the pre­
sentor. In most circumstances, "prompt­
ly" w<luld mean that any item received 
by a transfer agent from an outside reg­
istrar in mid-afternoon would be made 
available to the presentor by the close 
of business the same day. The-Commis­
sion will monitor the time taken by
transfer agents to make such items 
available to presentors and will 'Propose
a speciftc time requirement for this step 
shduld<:experience indicate that such a 
requirement is needed. 

For the'pllI'POBe of measunng the per­
fonuance of an outside registrar, the 
terpi "turnaround" dOes not apply; in­
stead, the term "process" is used. An 
outside registrar is considered to have 
processed an item either when all acts 
necessary to perfoon the r.egistrar func­
tion are com~ and the item is made 
avaJIable to the presenting transfer 
agent or when the presenting transfer 
agent is advised why the registrar func­
tion for"1he item is delayed or may not 
be completed. 

The time period for turnaround or 

f:=e~b:~~::sre:::a:~ 
fer agent. Several commentors suggested 
thIU the time of "ieceipt" of an item 'be 
POStPoned until it arrives in the very 
~ in which transfer agent functions 
are performed. Most commentors, how­
ever, 'l1id not foresee 'a problem with the 
proPOSed defln1tion. Accordingly, no 
change has been made, and "receipt" 
occurs when an item arrives at the prem­
ises at which the transfer agent per­
forms transfer agent functions. It will, 
therefore, be in the transfer agent's in­
tereSt to see that a received item is 
promptly..forwarded from the mail room 
to the transfer department. 

Items received at a "window" or mail 
room.at the premises at which the trans­
fer agent performs trallSfer agent func­
tions shall also be deemed to have been 
received by the transfer agent. However, 
items received at a "drop" or "window" 
maintained at a significant distance 
from the premises where the transfer 
agent perlOl'mS its transfer agent func­
tions \lSl1allY would not be considered 
received for the purposes of § 240.17Ad­
2 upon, arrival at such "drop" or "win­
dow"; such items would be considered 
received aPon 4elivery to the prem1ses
where flhe vanster agent performs 

transfer agent functions.& Additionally, 
items presented for1irarlilf.erbllt rejected 
at &' "drop" or "wl'ndow" are not deemed. 
to be received. . 

Section 240.17Ad-J(h) defines tile term 
"business day." The second sentence of 
the proposed subparagraph has been 
moved to section 1'7Ad-2<a). <see discus­
sion infra.) 

The performance time standards of the 
turnaround rules apply to items that are 
considered "routine," as defined by 
§ 240.17Ad-1(i). It should'.J)e noted that 
distill~tionsbetw~"royMne" and "nOIl­
ro1!tine" <to not depend on whej;her an 
item is received through them&il. 'l'rans­
fer agents are, in eifect, required to ex­
amine uniformly all items received, re­
gardless of the manner in whIch pre­
sented, to determine Whether they are 
routine or non-Toutlne. 

The first exclusion from "routine" in 
paragraph (i) refers to issues for which 
the transfer agent does not maintain a 
working SUPPlY of unIssUed certJftcates 
but requisitions theD1;as needed frOni an­
other source. such fiB the issuer; this 
practice is often reqUired by munt6iJla1i­
ties With respect to issues of mun1c~ 
bonds. Some cotnmentors reebtnme~ 
that the excluston lIbould be avana6l€to 
a transfer agent thitbas ~ the 
supply of certfflcaf.es it cuatom8.rlJy re­
tains in inventory, i>rov1ded the trKnsfer 
agent made a tiJ:p.e}y l'eqUest for more 
certificates front 1I£e 1ssUer. "l'he avail­
ability of certfflcatel cannot "be con­
trolled completely bY the transfer arent. 
Nevertheless, the abaence of ail exclUSic:m. 
for such items 'ftbIn the de:ftnltloa of a 
routine item enco~'theimtl~mta­
tion ofe1rectfve-tnvenf;()ry control and et"­
llcient re-order procedures to insure the 
timely initiation of requests for new cer­
tificates. D1lige,nt follow-up of thl!se re­
quests appears effective mDlost instances 
to insure the timelY arrival of new ~er­
tiflcates. When, hOWever, these measures 
fail and a transfer agent's perfongnce 
is adversely a1fecled by $ delayed aii'1va1 
of new cert1ticates, that factor may be 
asserted as a basis for exemptive ~ef 
from § 240.17Ad-3. Moreover, transfer 
agents requisitioning new certificates 
may remind issuers and others..of the ob­
ligations imPOSed upon transfer agents 
by these rules. 

Under the adopted rule, legal items ar~ 
not necessarily "non-routihe." BeVers.!. 
commentors recommended that aU items 
accompanied by certffled corporate reso-­
lutions be deleted from the definitiOh of 
"routine." Since it appe&IS that most 
certified corporate resola'tions follow 
standard forms and are found acceptable 
for transfer, no change has been made in 
§ 240.17Ad-l(i) (4). As a result, if a legal 
item requires no more than a review of 
the supporting documentation listed in 

& In this connection, It should be noteCl1 
that § 240.17Ad-2(e) requires a transf~· 

agent that receives items at a location other 
than the premtaes at which it performs 
t~r agent funeJ;ions to have approprla1ie
procedureS to II88Ure that the ttelIlS are for­
wardecl ''promptly'' to 'the premises.at which 
rec~twill be dllflmecl to ~ 
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subsection (i) (4) (that is, "assignments, 
endorsements or stock powers, <:ert4fied 
corporate resolutions, • • ."). the item 
would be considered routine. If that re­
view, however, raiSed the need to obtain 
additional documentation, an OPinjon of 
counsel or other matter listed in subsec­
tion (i) (3) , the item would be considered 
"non-routine." 

In response to comments, subsection 
(6) has been amended to exclude from 
coverage as a routine item any warrant, 
right or conveJ.1iible security pres@:lted 
for transfer of recQrd ownership.Mthin 
five (increased from two) busineSs di!.ys 
before exercise or conversion privileges 
either lapse or change. The word 
"change" was added to bring within the 
scope of subsection (6) securities which 
have multiple or step-down conversion 
dates. A new subsection (7) has been 
added to exclude from coverage as a rou­
tine item any warrant, right, or converti­
ble security presented for exercise or con­
version. 

ProPOSed subsection (i) (7), which ex­
cluded from the definition of routine item 
a seCurity of an issue whose outstading 
~unt was increased by 25 percent or 
more within the previous 15 business 
days !q,.1Io public o1fering of securities reg­
Istered Under tbe Securities Act of 1933, 
was intended to provide temporary re­
lief from the 90,percent-three day turn­
around requirement ifi light of the acute 
volume of transfers which occur immedi­
atelY after a public offering of a substan­
tial amount of securities. Since the 
amounts of outstanding securities vary 
&0 widely among issuers, the determina­
tion of a percentage breakpoint for the 
8Ize of an o1fering that would qualify the 
Issue for temporary nonroutine treat­
ment has not proved feasible. Instead, 
8ubsection (1H8) as adopted permits 
temporary non-routine treatment pro'" 
Yided the registered o1fering is "not of a 
continUing nature." To the extent the of­
ferJhg is made in the form of employee" 
stock oPtion purchases, or is otherwise 
an o1fering which continues over a pe­
riod of time, items containing securities 
oY the issue are routine under subsectfon 
(i) (8)" " 

Nevertheless, although such items are 
temporarily deemed non-routine, trans­
fer agents are reminded ttiat § 240.1'1 
Ad-2(e) requires that non-routine items 
be given diligent and continuous atten­Uon and turned around as soon as pos­
8ible. 

SOme commentors suggested that the 
definition of"'''routine item" exclUde se­
curities of an issue for which the trans­
fer agent recentlY assumed the respon­
8ibllity for performance of transfer 
agent functions from another transfer 
agent. These commentor~ believed that 
in such circumstances the records may 
be in disarray and require an extensive 
periodbefore they are properly arranged. 
Because the turnaround rules do not ad­
dress . the ~t1Ilg of securityllolder 
records (except In the circumstance in 
wbfch a ~er agent acts.as custodian 
ClIf tile a:ecurJt1es>. and .sIDce -changes In 
t.ransfer agents are eat'efuJb' timed to 
aYOId any delay in effecting transfers, 

nl~S~A-ND REGULATIONS 

the suggt\Sted addition to the definition in order to J;emove ite1ns which may'}}re­
of routine item has not been made. sent speCial dimcuft1es from the process­

ing time reqUirements. _ ~GTION 240,174Jl.-2 TURNAROUND, 
several commentors recommendedPROOESSING AND Fb",wARDING OF ITJ:MS 

that the turnaround standard which IS 
Paragraph (a) of § 240.17Ad-2 sets three business ~ys when all'Olltside reg­

forth the basic requirement that transfer istrar is utilized should be in~ to 
~en~ (except when acting as outside four business days when tile transfer 
registrars), with regard to at least 90 agei'!t is acting in a dual Capacity to 
percent of routine items received during anow additigpaI time for performance 
any month, must perform their func­ of the regiStrar function. Because there 
tions "turnaround" such items) within has been a widespread acceptance of the 
three business days of the items' receipt. proposal that the maximum time a 
Paragraph (a), as proposed, has been transfer agent acting in a dUal capacity
amended by ~<ling the second sentence shou1d take to turnaround and process
from proposed Section l'lAd-Hh) (the ite1]18 is ~hree business days, no adjust­
definition i)f business day) which estab­ Dl@t to the three busmess'tlay standard 
lishes a noon-to-noon cutoff for items re­ in f240.17Ad-2(a) has beenmade in the 
ceived that are subject to paragrl},ph adePted rule. Transf~r Q.gents are en­
(a).7 . couraged to do better than this standard 

As proposed, paragraph (b), which when possible. The Commission intends 
pertains to a transfer agent when act­ to monitor carefully' the periormance
ing as an outside registrar, required that of transfer agents in a single capacity
at least 90% of all items received dur­ with a view to iietennining Whether the 
ing any Ig.onth at or before noon on any turnaround standard for items sent to 
business day be processed by the cl~ of an outside registr.aF shou1d4>e reduced to 
business that day. That paragraph, as two business days. 
adopted~ l'equires the processing to be CommentorsSUggE,sted that in the case 
completed by the opening of the next of debt securitles for which the bond 
business day. This change was made in registrar is nGt also the trustee or the 
recognition of the geographical distances authenticating agent ana the authenti­
that must be traversed in some parts of ca1;ing agent maintains and updates se­
the nation in order to deliver completed curityholder records (such as, for ex­
registrar items tp the transfer agent. ample, when the authenticating agent
Although the Commission is aware tp.at registers the payment of interest), the 
a number of outside registrars both turnaround standard shOUld be increased 
process and deliver most of their items to one business day. In such cir.cum­
in two to five hours and encourages them stances,- the authenticating agent is not 
to continue to do so, gepgraphic con­ acting solely as a processor of items but 
.siderations make such a -standard un­ is also perfGrming "t;rallSfer" :functiOns 
realistic for nmch of the nation. The (in the equity sense), and the- adopted 
provision reqUiring that at least 90% of rules adequately provide for this situa­
all items received after noon on any busi­ tion. In the above example, the authenti­
ness day be processed by noon of the cating agent would be permitted three 
next business day has not been changed. business"days to accompliSh the transfer 
Certain items are excluded from the and tegistratton of the ownership of the 
term "items reCeived" in paragraph (b) interest coupOns. 

Paragraph (c). as. proposed, has been 
>The sentence in question provides that r~sta~ as paragraphs (c) and {d)

items reCeived at or before noon on a lJUsi- Paragraphs ~c) and (cfi. as 'adopted, 
ness dal!: shall be deemed to have been re- prescribe 8. noflcerequirement: for trans­
ceived at noon on that day, and that items fer agents which, during'ailY month, fail 
r~ed a.f~l' noon on a business day; on a to c~ With theY~i)rmance stand­
w~k_d-01' on a hollday shall be coniidered. . ards of paragraphs (a) ancr (b) res~-
M recelv.ed at noon on tbe :next bUsJnes$ . 11' • 
day. For ex..mple, this provision, operates t1V~.,~The info.rmatlOllr~ed insuCb 
as follOV/$: An ~tem received at 11:00 a.m. on notice 15 intended to inforiit-'the regula­
So Monday that is not a holiday would be tory authOrities of the ex€ent to Which 
considered as received at noon on that day the reporting transfer agent has failed 
and, assuming none of the intervening days to meet the turnaround requirements
are holidays, WOUld bave to be turned around and to alert those authorities of the need 
by noon on Tbursday. Assuming either one for mAn:it.J'\ring the mns1er "8.gent's per-
of t~ intervening days or Thursday is a ~ ~~ "d f the - ..-.,11 eed f.
holiday, the item would bave to be turned ..orptante an 0 ~u, e n or 
around by noon of -the following business suppl~ 'the limitations under 
day (Frlda~). 4 item nlCelved on ~ Fdday § 240.FlAd-3 with remedial at:tion.· In 
afternoon, qr received on a weekend, would
be constdered<1lS received at noon on Mon- aseetlou;a40.17Ad-S', dlscUBSed infra, pre­
day and, assumIng the U1tervenlng weekdays scribes e81'taln 1lm1tatlons that SF'" applled to 
are business da)S, would bave to be turned tnwster agents ftlch. 1Mcabse of continued 
around bY noon -of the followiJ:Ig Thursdal.- 'taUur. to ~ the per1'Ql1XlaDoe stand~ 
An item rece1Vecl on a Tuesday tbat is a. jre~1o.fllenotlbes.repea~y. 
bo11day would be considered as received at .-Repea.tect 1at1~ 10 ~_ a't the 1elTe1 
noon on ~.J: tpr.ovlded that Wednes- p~ti7~HO:1!lAd.-2{a} UlIi. (b)
dar J& not .a 1lOllday) and, assUJJ1lDg the m-_ ~ 1UD1g Diq" 1dtti ~e~ 
ter\tening weekdays are business da,s, would authoHfiea.and', if' .contlil'lDld. appl1ca'fton CIt 
bave to be ~ around by noon on 1Ia:on- IlDdtatioDS _ the ~ .tJt fte aatlSfer 
daY. AgaIn, it Qla day tor receIpt or aecom- agent.. It'U8lDela.1mtlt the qent'Ollll1lemon­
pnsltmelit o( \umaro'Unll1s not a buaJD.ess ~_~ ...~~Duro­
.y, -ent1ie'ttme oheeelpt or the c1elIdlln& _-~~ ..~~... 
tor ~ 'WOuld be noon of the next monttclr'lille 1PDSfer .,..,..,lIiIfon , ·wto 
business day. cl6termlne whether to tD1tt&te, under Bee-
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order to better facilitate prompt re- compliance with the rules. The limita- Once the limitations are applied, 
sponses by the appropriate regulatory tions are not intended" to be a penalty whether because of fallure to eo'lnPlY 
agencies to requests for exemption from for fai1ure to meet the turnaround with § 240.1'lAd-2(a) or § 240.i'lA<Hl<b) 
§ 240.17Ad-3, the adopted rule requires standards. In addition, it should be noted or both, they remain effective unW the 
that the notice pursuant to § 240.17Ad- that the application of limitlttions does transfer agent's performance has tnet 
2(c) include a statement of the number not preclude the institution of adminis- the standards of both paragraphs ,(a) 

-of routine items, aged in increments of trative, civll or criminal (if the violation and (b) of that section for three con­
one business day, which on the last busi- is willful) proceec:liDgs if necessary to secutive months, I.e., 90% or more of ac­
ness day of the month have been in the protect investors and persons facilitating countable transfer agent and registrar 
transfer agent's possession for more than transactions by and acting on behalf of items are each turned around or proc­
four business days. A similar provisiqn investors. Paragraph (a) applies limita- essed within the prescribed periods of 
for unprocessed registrar items has been tions to transfer agents who fail for time for each of three consecutive 
incorporated into paragraph (d) as each of three consecutive months to meet months. 
adopted. _ the 90% turnaround or processing A 'few persons commented that limita-

The written notice under proposed standards of paragraphs (a) or (b) of tions on new transfer agent business 
§ 240.17Ad-2(c) has been changed in § 240.17Ad-2 (and who therefore are re- should not attach to transfer agent ac­
adopted § 240.17Ad-2 (c) and (d) to re- quired to file monthly notices under tivities which, in their view, the Com­
quire that notices be filed with the Com- paragraphs {c) or (d) of that section). mission does not regulate, such as diVi­
mission and the appropriate regulatory The limitations attach on the fifth busi- dend disbursements. Adopted § 240.17Ad­
agency, if it is not the Commission, ness day follOWing the end of the third 3(a) does not rellect this View. The 
Within ten business days after the end of consecutive month in which a notice was rationale for the limitations provision is 
the month instead of sent to regulatory required by § 240.17Ad-2(c) or (d) and that it is not in the public iI1terest or 
agencfes within six business days after remain in effect for at least three consec- consistent with the protection of inves­
the end of the month. Some'commen- utive months theregj'ter. The rule as tors for a transfer agent which is unable 
tors had suggested that more time be al- proposed provided that IiJn1tations would to perform its current obligations in a 
lowed for transfer agents to compute apply for six consecutive months, but timely manner to take on additibnal re­
their performance for a given month (the upOn further consideration it appears spOnsibilities. Moreover, the Comtnis­
disposition of items received on the last that a term of three consecutive months sion's rulemaking authority (section l'lA 
business day of a month will not be -, will'-provide a sufficient period of time (d) (1) of the Act) is not .circumscribed 
knOwn until three business days follow- for a transfer agent to demonstrate its by the functions which are provided else­
ing the end of that month) . In addition, ability to meet the performance stand- where as the precedents fur registration. 
a requirement that notices be filed with artis. Indeed, an unnecessarily restrictive view 
an agency would be cQt1Sistent with re- It should be noted that paragraphs (a) of the Commission's rulemaking author­
quirements imposed in other areas.when and (b) ~ 240.17Ad---3- would apply to a ity could well impede the Commission's 
repOrts or other materials are required. transfer agent which, for example, failed efforts to provide necessary or appropri­
The date on which the notice is actually for two consecutive mnnths to turn- ate regUlations for transfer agents in the 
received by a regulatory agency is con- around within thrte "business days 90% broader context of the establishment of 
sidered the date of filing thereof.'· or more of rOUtine items received (asre- anationalsyStemforthepromptandac-

Section 240.17Ad-2(e) (formerly para- quired by ~ 240.17Ad-2(a)) and then in curate clearance and settlement of se­
graph (d» provides that the 10% of the third consecutive month failed to curities transactions For example, a 
routine items not r.equired to be turned process within the specified time frames transfer agent that is unable to meet the 
around or processed within the time pe- 90% or mor&,of items received as out- performance time requirements for 
riods established by § 240,I'7Ad-2 (a) and side registrar (as required by § 240.174d- transfers but which nevertheless was 
(b) must be turned around or processed 2(b) ). Similarly, if a transfer agent dur- permitted to begin a new activity such 
~'promptly"; in the case of transfer items. ing a month filled to turnaround within as dividend disbursing could necessarily 
under usual circumstances, "promptly" three business days 75% or more of its be diverting resources to tbat new activ­
would be within one additional business routine tranSfeI:. items and in the next ity at the time the performance stand­
day and, in the case of registrar i~, by month failed to'process timely 75% or ards for transfers were not being met. 
the end of the bUSiness daY following the more of its outside registrar items, para- Some commentors recommended that 
day of receipt. Paragraph (e) also re- graph~'b) of § 240.1'lAd-3 would attach the limitations under § 240.17Ad-3 
quires that all non-routine items must on the fifth business day fonowing the should not attach until after a reason­
receive diligent and continuous attention end of the second month. able j'appeal" period. Since the limita­
and must be turned around as soon as During the three month limitations tions period does not commence af~r a 
I>OSSible. '. period, a transfer agent JIlay not begin single month of failure to perform but 

to perform a transfer agent activity for rather fter ~""eral ths # ....... ..,­

SECTION 240.17Ad-3-LDlITATlONS ON issues for Wtilgh it does not perform, or is below ~e ~um:dar:: ~~=~ 
ExPANSION not under agreement to perform, trans- fuission believes tha~ a transfer agent 

This rule sets forth the consequences fer agent activities before the fifth busi- wiIl{have sufficient advance notice before 
~ich automati~ttach~ a transfer n~ day Xthe "limitations date"). Simi- L'L app~'cation of "-'tatioos "'--omeseagent's failure on a continlifug basiS to lltt.after the Jiml,tations date, a tr~- WI 'll llUU ......,' 

meet.the prescribtld perf~stand- fer .ligent -may. not begin to perform for effective to begin ~ an exernp­
ards. The limi~tions are designed to issues for which it performs. a transfer tion request for SUbmission to the ap­
maintain :the status quo so that a trans-· agent 'function prior to the limitations Pi'opriate regulatory agency. 
fel' agent<'ean bPing its performance into. date any new transferES t function or ' • 

activity which the'" er agent does mttted by 8Ub~aphs (a) tl) _d (2) to 
tions 17A(c) (3) (Al, 17A(d.} and :.tl(d) of the not perfonn. or is ~ er agreement &Qt AS dividend disbursing agent for that 
Act, 15 U.s.C. 78q-l(c) (3) (~. 'i8q-:-J(d) and to perfot:m:'prior to tatioos date.. :;JssUe:tn contnist. it the agreement to per­
78u(dL administrative or civil actIOn which section 240.1'lAd-3 not preclude a form a new activity tor an Jssue, such as cUs­
may lead to the tmposiJion of a remedial transfer agent who 'has agreed to act in b.~.d1\ddends,were not signed untU the 
sanction upon, or the enjoining of. the trans- a new capac1tr prior to the attachment ftttl1 business day after the end of the month, 
fer agent. Of course, an intentional faIlure to of the IiJn1tatiODS'"proVisi fro i.e., after the llmitatlbns becom~ eftectlve,
comply With the requirements of-'any of the ,:' ~ on m ~- the transfer ~tWOUld be prohiblted from 
rules may eonstltute a criminal violatlQIl of ~ 00\ the te1"1lJS, of the -agreement. initiating that, or any ~er, new function 
the Federal securities laws (section 32(a) ot> ~ ~ or activity !~ that~. . 
the Act, 15 U.s.C. "t8«(a) ). n Thus, a transter~nt 'WhO. prior to the The attachment 0( llmitations would not 

]1'17 CPa 240.0-3. Transf~.agents that are a'QPUcatiob of :uml.tattons, is under agree-- prevent a transfer agent from acting for new 
banks shoUld note that the notices pursuant tnltnt to act as a dMdend'dlsbursing agent serJ:es gf bonds (-of 4 open-end fn~ture) 
to § 24()."1'7Ad-4 (0) and (d) must be flied tor an Jssulll (~en t40Ugh the dividend dis- 18sUed after the 1 ona _te, 'PfOvlded 
with 1»th their ap~te-¥ederalbank reg- .burs!ilg .c\lvlty dQIII not, begin' ulltil after jbe transfef age. iII.-the-same (l8paclty 
ulatOl'lUlatbe·Commission. the limitations 'f&:Ii"aPPlle(f) WOuld be pel'- for the bonds befo~ e"llnlitatlODs date. 
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paragraph (b) desmibe.s limitations 
which attach to a transfer agent that is" 
unable for each of two consecutive 
months to process at least '15% of the"&c­
countable items under f 2'0.1'1Ad-2 (a) 
or (b). Paragraph (b) appUes to the 
limitations of paragraph (a), d1scUssed 
above, and also requJres the transfer 
agent to notify the chief executive officer 
of each issuer of each issue serviced. by
the transfer agent (including the chief 
executive omcer of an issuer that acts as 
its own transfer agent) that perfonn­
ance has fallen below the '15% standard. 

Transfer agents are allowed ~ busi­
ness dayS before notice must be made to 
lSSuers; the additional 15 business days 
beyond the day lbnitations are applied 
may be used by the transfe~ agent to 
apply to its appropriate regulatory 
agency for relief upon grolU).ds that the 
failure to perfonn was caused, in signif­
icant part, by circumstances beyond the 
transfer agen~s control.u Applications 
for reUef should be well-documented 
and contain a thorough presentation as 
to why and how circumstances beyond 
the transfer agent's control caused its 
perfonnance to faJ! below the standards 
each month. Otdinarily, the presentation 
should show that the transfer agent's 
perfortll!lnce would have satisfied the 
minimum standard but for the circum­
stances beyond its "Control. When an ex­
emption is sought because of a failure to 
meet the turnaround standards of § 240.­
17Ad-2(a), the transfer agent should in-
elude with its request for an exemption 
infonnation as to the age of routine items 
not turned around timely. 

The filing of a request for an exemp­
tion, however, does not toll the e1fective 
date -of the aPPlication of limitations, 
but the appropriate regulatory ~cy 
will make every etfort to act promptly 
on the request for exemption. The appro­
priate offices to contact are &s fbllows: 
(A) For a transfer agent registered with 
the Comptroller of the Currency, the 
Deputy Comptroller for Trust oPera­
tions, Office of the COOlptroller of the 
CUrrency, Washington. D.C. 20219;, (B) 
for a transfer agent registered with the 
Board of Governors of the Federal Re­
serve System, the secretary, Board of 
Governors of the Federal Reserve Sys­
tem, Wash;-....4-~n, D.C. 20551,' (C) for a

.o.ue;"" 

transfer agent registered with the Fted­
era! Deposit Insurance Corporation, the 
Director, Division of Bank SUperV'iSlon,
Federal Deposit Insurance Corporation, 
550 17th Street NW., Washington....D:D. 
20429; and .(D) for ~ter ....ent reg"_ _ 

~~ agent the,t performs at the 80%_y'. J;Ge" 'two JDODtha. and then at the 
70~ 1evelfor the next $wo months, would 
becoJne sdbJect to the appl1ca1ion of 
paragraph' (a) at 1ihe end of the thJrd 
month1Uld 'Would become subject to the 
addJtiona1 requirement of paragraph (b) 
(notices- to 16suers) at the end of the 
fourth month. 

SECTION 230.17Ad-4-APPLICABILITY OF 
SECTIONS 240.17A.D-2, 240.17AD-3 
AND 240.17AD-6(a) (1) THROUGH (7) 
AND (11) 

In respOnse to comments receIved on 
the initial and the revised proposed rules 
the Commission has determined that th~ 
turnaround rules shall not apply to re­
deemable securities of investment com­
panies registered under section 8 of the 
Investment ComP8JlY Act of 1940, 15 
U.S.C. 80a-8. It appears that the trans­
fer agent activities-performed for those 
securities involve for the most part the 
redemption of fund shares and that the 
redemption of shares is significantly ~ 
ferent from the transfer of ownership of 
stooks and bonds on issuer's records.'" 
Moreover, that activity jg subject to Sec­
tion 22(e) of the Investment Company 
Act of 1940, 15 U.S.C. 80a-22(e) . There­
fore, paragraph (a) provides that 
§§ 240.-17Ad-2, 240.17Ad-3 and 240.­
17Ad-6(a) (1) through (7) and (11) do 
not apply to tIle issuance, redemption or 
transfer of redeemable securities issued 
by investment companies registered un­
der Section 8 of the investment -Com­
pany Act of 1!l40.14 The exemption was 
amended to include also redeemable se­
curities of registered unit investment 
trusts. • 

Lastly, the exemptions of p~raph 
(a) have been expanded to include the 
transfers and withdrawals of shares from 
dividend reinv-estment .plans. which 8Jso 
require procedures signiticantly ditfer­
ent from the procedures requirecl to 
transfer 9wnership.. of stocks and bonds. 

Approximately 2,400 transfer a,gents 
have registered with either the Commis­
sian or -one of the bank regUlatory au­
thorities. Information on Fonns TA-l 
received at the time of those registra­
tions indica.tes that the level' of transfer 
activity varies widely among registered
transf ts In .er agen. VIeW of the fact that 
the number of transfers perfonned.,-I)y
mapy transfer agents is J:elatively sBi&l1 
anu involVes isSues w.bich are not traded 
activelY, th~ COIllDUssion has detennined 
tha~ it,. is not ~ec.essary or appropriate 
at this time require. th~.,,,. tr-_~....._­......, 

istered with the sec 'and-Exchange, agents to c lt1th the minimum 
CommJssion, the 0Dlce of Becuritie:. 
Processing Regulation, Dlflsion of Mar­
ket Regulation, Securities and Exchang~ 
Conunission, 500 fiol'th Capitol 'Shet,
W:-~""I__~ DC 205"9 

-"UU6"",n, •• "". 
The application of limitations under 

paragra,phs (a) and (b) may operate 
cumulatively SO thaj;, for example, a 

U .. 

SeotlOn 17A(c)(~) or the Act. 16 U.s.C. 
'18q;-1(C} (1), Ja tel pwt, empowttrs ~e ~ 
..pprcp~dguJ.lI; _ ~ to UeJD1l.~'Ub,-
der Ge~ ~.&-___ .:transt.. an~t;'J 
registered With u:nvm a.II.Y rule orTegUl..ttbn 
imposed pursuant to sectton 17A of the Act. 

per.ronnance anckeertain rec­
ordkeeP~'P ~ Accotding\:V. par­
agraph (f:J). 4O.1'lAd-4 exempts
from § .24O:L'1fA.~2 (-4), (b), (c), (d~ a;nd 

U'Dle amou,p\.of ~ted fund shares 
Is relati~:y~r,64 w(8\llImoun1;>of ~-
~nt, .111 tion with 'I:i'ana-
Ii._ • 0 (lilted shares rep­
l'eSents a 'mit~ a transfer agent's 
activl,.~~~.open-endln1le&\" 

' 

(h). 240.17Ad-3 and 240.l'lAd-6(a) (2) 
through ('1) and (11) a.tiY .1'e8fstered 
transfer a.gent that receives Witbin 
six consecutive months with respecr:
all issues serviced fewer than 500'items 
for ~erand !ewer than 500- items for 
P1'OC~, ~rovided the transfer agent
files witJ;l ~ts. appropriate regulatory 
agency WlthlO ten business dayS of the 
close .of th~ sixth such month the notice 
described Ul tBat paragraph." Addition.' 
ally, the notice is required to be filed 
only with the transfer agent's appropn­
ate regulatory agency..... 

The transfer and processing tIme 
standards of § 240.17Ad-2 (a) and (b) 
always apply together to a transfer agent 
not quaJ!fying for an ~xemption under 
§ 240.1'1Ad-4(b). ConverseIy~neitherpar_ 
agraph 2(80) nor 2{b) applies to a trans­
fer ag~nt which does qualify for the 
exemptIon. Thus, to qualify for the ex­
emptIon, the number of items received 
for transfer in a six month period must 
~ fewer than 500, and the number of 
ItemS receiv~ for processing in a SIX 
month period must be fewer than 500. 

Tlutoperation of § 240.17Ad-4(b) ma\, 
be illustrated -as follows. If· a transfel' 
agent receiove& 500 or more itelOS for 
transfer in a six month period and in the 
same period recewes less than 500 Items 
for processing, the transfer agent is not 
eligible for the exemption provided by 
§ 240.17Ad-4(b). Similarly if a transfer 
agent receives for proeesStDg 500 or more 
items in a six month period and receIves 
for transfer less than 500 items in that 
period, the transfer agent l'emams sub­
ject to § 240.1'1Ad-l through 7. 

Paragraph ~c) sets forth the condi­
tion under which a transfer agent loses 
its exemption under paragraph ('b-). The 
last sentence of paragraph (c) requires 
that a transfer agent, whicl1 previously 
was exempt and thereafter ~ a volUme 
of activity that removes the exemption, 
remain subject to the per:ft>nnance 
standards for six consecutive months be': 
fore agam qualifying for an exemptIOn. 
This prOVision is intended to relieve both 

.* 
III FOr e~amp1e, ~ transfer agent WhlCl1 re­

celved during the previOUS SIX months 499 
item$' for transfer And 499 Items for process­1Dg (in its ll8pac1ty 118 an outside regIstrar) 
wouJ~, upon. timely filing of the r~quirlld 
nOtice wlth 1ts appropt'iate regulatory agen­
cy, be ex~t from the enumerated sections. 

18sectiOIle'1''7(c) (1) of';tb.e Act. 15 U.S C 
78q(cJ(1), 'among other tiililgs. requires 
~very transfer agent which !Yes '& notice withthe ~of GOvernors of- the Rderal R.e­
serve System, the Comptroller of the Cur­
rene}' or the Federal Deposit 1n&urance CQr­
poration tl>.file ~ ~y of mlCh .no~ce With
 
the 8eclifmes-~ ExcbaJige CommUlsion.
 
The, Securities and Exchange VOmmlssion

&nit the Federal biI.nk. regulatory agencies
h&vedeve1opeC1pt'Ocedm:espursuanttowhleh 
the:f'edenu bank. teguJatory agencies WUl 
~~ .. eopy 01., any DOtJce under section 
~.1'1M-4(:b) 1iled: wtth jpem. to the secu­
titles. and Ex~ ~'SBiI)n, Acoord­
~ aq.ch Bllnga witii:.'~1lppopr1ate reg­
U1a~~~VansfF~~orwhich 

melle • ; ~ ~ the 8eeuntietFaBd~.nse-blIP!Dlss!OD.it 
~ '1'b apPl1 to reg!a-'. ~~ t1).e. ~~~ ~ will 

tere4 -1zaDS(er CODBtltute 1l.UDg8 1!Ifih .the Se,;udtie$ aJI:d
-een1; for itles fsIIIued by lI:lrehange C'101nm1lPdim for pw;poses of sec­
ClOlled-end lnvestment companies. tlon 17{c) (1) of,tbe Act. ­
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a transfer age$, 1LIld the appropriate 
replatory aut.bo&tr' from the adminis­
trat.De b111"flen that would be 1inllOSEld 
when a ~~t's'wIume of activ­
1ty lluetua1ies ~ the ~emption 
breakpoint." 

One commentor asked whether § 240.-
17Ad-4,appHe.s to tl'aDsfer agents that 
do not issue: aDd eanceJ. ~ act as regis­
trar for, certifleates but which on1¥ UP-
date and maintain the 1leCUrityholder 
records <section 3<a> (25) (C), J:5 U.s.C. 
78c(a) (25) (C». section 240.1'7Ad-2 is 
not intended to apply to atransfer agent 
in those Circ:"ces·and. aCCordingly,
the notice uirement of § 240.17Ad-4 
is also inappliCf'ble. 

T:rImsfer agen1'B wblch4Ualify for an 
exemption under § ~.l'lAd-4 are not 
required thereafter to file additional no­
tiees for subsequent slx month periods. 
The exemption remains eJfective until 
such transfer agent receives during a slx 
month pertod 500 or more items for 
transfer or processJng. 

It should be notea ,tbat transfers of 
securities exempted 1B1dei' f ftO.l1Ad-4 
(a) frorncert&mprovisloDsoftheserolea 

lowing Mon.da¥• .Paragraph (at of \be 
rule also imUcata that if a new certt4­
~ is dispatched. "Or mailed to the pre­
sentor within five Business lIa¥s follow­
ing receipt of the,1nqUfry, a response Is 
not requil'ed. However, if the item Ja 
made available to the PRSeUtor by other 
means <i.e., 11; is awattillg piclr;:-up)~ the 
fn,nsfer agent is required to notify the 
presentor that the item is available. ­

paragraph (b) is written to comple­
ment existing § 240.1-ic3-3(c) (a) (1'1 
CFB 240.15e3~{c)(3) (regarding a bro­
ker-dea1er's control of customer securl­
ties) and § 240.l:7a.-13(b) (3) <17 CFR 
Section 24«».17a-13(b) (3) (regarding 
q~ security counts by broker-
dealers). P~ (b) applies when a 
broker-dealer requests in writing that a 
registered transfer agent either confinn 
the agent's PQBSeSSlon of & security pre­
viousl¥ presented for transfer by the bro­
ker-dealer or revaJidate a window ticket 
for the security. The transfer agent is 
required to respond in ~ting within 
five business 1iIaYs. givmg the required 
information. No written response is re­
quired U the transfer agent, within five 

remain subject to .§24O.11A11-1; 240.-. business days folloWing l'eCeipt- of the 
17Ad-4' 240.I'lAd-5; 240.17A~(a) (8). 
(9) and (10), (1).) and fe); and f 240.­
17Ad-7. In addition, transfer agenta ex­
empt under § 240.17A~<b) from eer­
tam provisions of these ~ remain 
subject to the sectlO:P8 UsteCI above, as 
well as to § 241U1Ad-2 (e), (f) and (g) 
and § 240.17:Ad-8(a) (1). ' 

240 1" .. A",,",, T_. ~~..
SEcnON • UMI.-" nllI'l'TEN .....Qv~ 

This rule sets lorth the obligation of 
transfer agents to respond within pre­
scribed time frames to inquiries which 
fall within the nJ1es. Paragraphs (a) 
through (d) of the section are intended 
to cover four separate c1rcmDlstances in 
which various persons make writien In­
qUiry about TJ1e tn.nsfer -agent'S per­
formance of the trUlSter :fUJletfon. De 
information whieh the iDqulrer must 
present Is the type of fnfonnatton that 
in practice • given 10 a tl'ansfer agent 
and is found suftlclent to enable the 
agent to identify the account involved 
and the item presented. Ke.-ertheless, a 
transfer agent that is able to respond 
within the requfsfte time frames to an 
inqUiry even though i\ falls «M,ltslde of 
the parameters of § 240.tl"M-5 is en­
couraged to make every eIfort to do Sf), 

particularly when the inquirer is not a 
professional in the seeurities business. 

Paragraph (a) is written for "any per­
son" who inquires jn writing about the 
"status of • • • [his] item presented
for transfer within the precedina siX 
months." The status {jf' ~ time OJ'. t.mt 
transfer agent's boob «oos not (Ieter­
mine wheiher the 1nclUIrY faDs UIltler 
this paragraph {)f theiale; the sta.tlJs.of 
the item Q11 the ~ boob is the 
determina.tlve t.....A transfer.ageot Js 
required to respond..-aJJy or in writing. 
within five 'bU81ne88 ..,...after neeDfo& 
the inq~. 'Por 1!n:=a~ tn­
qulry received on a wJ1I@. k a 
business daJ' must, the Jnter­
vening JreekdIQs aze ~ --. be 
responded to bYcloee.of busIIlest tbe"fol­

inQuiry, dispatches or maDs the new cer­
tificate to the presentor or notifies the 
presentor that it is avaDable for piCk-up. 
One commentor' requested that the 
phrase "revalidate a wmdow ticket" be 
deftned. The ComDrlssion undWStanda 
the phrase to have a genera1ly accepted 
m~ in the industry- and accord­
ingly believes that the phrase need not be
defined in therule. 

Transfer B.gents Whose response to an 
inquil'y made under paragrapbs (a) or 
(b) is that the security either was never 
receiwd or wu returned previously to 
j;be presentor should _ aware of the re­
quirementB lor reporting of lost, missing 
or stolenseetnitfes PltJ'SUant to § 240.171­
1 (17 OPR 24Oi.17!-l>. Similarly, other 
persons who are 1'$JI1Jng iD8tltutkJoa 
under that section sheUld be aware of 
their reporting responslbUity upon re­
ceipt of such information from a transfer 
agent. 

Paragrap1;l (e). although applicable to 
"any person," is designed prlmarDy for 
a broker-de&ler which is performing or 
undergolDg a securIties POSitions examt­
nation. AecormBgly, 1bfs paragraph re­
fers fl& a 'Wl'1~ request that a transfer 
agent "confirm possessIon of a certificate 
as of a given date.n several commenters 
recommended that the paragraph should 
requlr,: that the date specified for con­
firmation be Within thirty days of the 
date the inquiry is received, because an 
open-ended "as of" dale could in some 
4a8e$ imposee a substantial burden ~ 
a tta.nsfer agent. 'lhe paragraph has 
been modified to limit its appUcation to 
an inquiry that was received not more 
than tb.irf;y daJa after the «ate specifted 

for confirmation. Ilt addition. to Insure 
thai the person inquiring about tile ae­
eount has proper authority "dQ so, ~ 
paragraPh bas been modlfi~~ 
that It applies only to lnquJrles kofn a 
person er someone acting on behalf of 
the person whose account Js ~ 
Moreover, the alternative of ddijdng 
available the certificate in questiollls not 
provided since, itt most eases, 1fle PiloT&­
aFaPh applies to confirmation aet1ritles 
by auditors of broker-dea1ers and wUl 
usuallY relate to a certmcate' alreaay 
transf~. 

Reference to a fee in paragraphs (c) 
and <d) was made in recognition of the 
current practice of'SO!De transfer agents
of charging a fee for supplying the spe­
cific historical data described in those 
paragraphs and to confirm that those 
paragraphs are 110\ intended to affect 
that established practice. Neither para­
graph ailirmativeIy requires the charging 
of a fee nor condWons the response to a 
request made thereunder on the time 
any such fee is paid, although a tnmsfer 
agent may require 8S$U1'&Ilce that Pay­
ment Wl1l be received. 8evemJ: com­
mentors -snggested that § 24O;l'1M-5 
(0) and (d) be modified to allow a trans­
fer agent either to e1W'ge fees in advance 
of responding to written in'quiries "Or to 
delay resllOllding thereto:until payment 
has been received. As the rule is adoPted. 
a transfer agent may follow a practice of 
seeking written assurIliIlCe of pay;ment 1£ 
he wishes. In this case, the time perieds 
in paragraphs (0) and (d) would run. 
from the date assurance of payment 18 
received. 

several eommentors recommended 
that rather than ~ the transfer 
agent to pl'OY1de historical data amwged 
to show the status of an~unf;"of a 
partlculardate. thetransferaplltslmuld 
be permJtted to provide the lnqulrer with 
suJlictenl historical intormatloD '&bout 
the actl?ity in the account to enable the 
inquirer to reeonstruet. the ceriifieates 
outsta.ndin¥ in his accountas at the date 
specified in the reQUeSt. SiDee the latter 
was the intention of paragraph (e), the 
lan«Uage of I ,UO.l7A4-54d) has been 
amended accordingly. 

No provislenwas made1n the proposed 
rules fer an lnquh7 or request which 
does not meet the :reguirements of f 24&. 
l'lAd-5 (a) Ulrough (d). The Commls­
s10Il has, therefore, proposed section 
240.17Ad-5{e) in a release published 
today. 

SEC3:ION 240.l7AD-6 REcoUKEEPING' 
PRoVISIONS 

The recordkeePmc (12.~.1'1Ad-6) aDd 
reconl retention (l ~..l'lAcl-'l) l'etQUlre­
ments are intended to senoe a dual pur­
pose: (1) to assure that an l"egfsf.el:ed 
transfer agentsmematntabdilg the'JDln-. 
iIIuun reeords ~~l!I8ryoto moBIfor aIJd 
keep acieQ.Ua1;& control over their 0WIl 
performance; and (2) to ~1be ..... 
pmprlate ~ autlloDiIes to ex­
amine regJstered. transfet" aaeuta on 8D. 
1lJstoJ:'tta1 b8sfs for compllance with ap­
pIfeabte rules. 

The reeordkeeplng rules are llexlble 
with respect to the form In "h1ch most 
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records must be kept. Paragraph (a) (1) 
requires that "a receipt, ticket, schedUle, 
log or other recbrd." be kept showing the 
business day (that is, the year, month 
and day as determined under 1 2t«U'lAd.­
1(h» Qn which each routine and non­
routine item is receiveci f1"<lUl a ~tor 
or outside reg1stra.r and is made available 
to such »ersons. For example, many 
transfer agents preserve the. tickets, ac­
comP8.1lYing items, and such t1ckfr./,.}f 
stamped with the required information. 
would comply with thJs rule. A transfer 
agent that uses a batch method for lian­
dling transfer items would use an "~er 
record." referred to in the pa.ra.graph by 
re.eordtng the required infonnation fer 
each batch of items. 

Paragraph (a) (2) (i) (B) as proposed 
has been restated as paragraphs (a) (2) 
(ii) and (iii) to clarify the requirement 
th8.t the records showing turnaround of 
routine items for each month distin­
guish clearly between routine items 
turned around within. three business days 
of receipt and routine items turned 
around after three business days of re­
ceipt. 

SOme commentors suggested deleting
the portions of paragraphs (a) (2) (vi) 
and (vii) (propOSed paragraphs (a) (2) 
(ti) and <11D) which require a transfer 
agent to maintain., as of the last business 
day of each month, a record of aged rou­
tine and nGn-routine items. As previously 
stated, the CoDlDiifls1on believes that such 
li>gs are desirable controls for every regis­
tered transfer agent which turns around, 
transfers or processes securities and, 
hence, has detennined to retain the pro­
visions, with two changes. Paragraph (a) 
(2) (vi) has been modified to require that 
the log of routine items set forth the 
number of routine items in the transfer 
agent's pOSsession which, as of the close 
of business on the last business day of 
each month, have been In Its pOSSession 
for more than four business days (not 
three 8$ previously proPOSed). Since 90 
peroent of routine items must be tumed 
around in three business days, and since 
the balance shoUld be turned around bY 
the fourth business day, a transfer 
agent normally should not have on the 
last business day of a month five-day old 
routine items to enter on the log. If the 
agent does, however, the necessity to 
make entries on this log wDI alert the 
transfer agent to its inadequate per­
fonnance, as well as assist the regulatory 
agencies to gauge better the degree of 
the dUJicUlties being experienced by 
transfer agents who apply for an ex­
emption from the Dmitat10Ds provisions 
of 1 2fO.17Ad-3. It should be noted that 
the log of aged routine items is required 
without regard. to whether a transfer 
agent turned ai-ound more or lefiS than 
90 percent of l'OUt1ne items received dUr­
Ing the month. 

Paragraph (a) (2) (vii) has been modl-' 
tied fJ:om the form In whleh ~ was~pro­
PG8ed prevJous)y to el1Jn1nate the 1'e­

Q1dremell~tbat1ihe record of non-routine 
Items In a-traDsfer agent's pOSsession as 
of 'th\! ~ business day of each month 
conta1n #le 'age of each non-routfhe 
item; as modified, the paragraph re­
qUites onlY that the number (and not 
the qe) of such items be recorded.'" 
Pa~gra.ph (a) (3) (previously pro­

POSed 1..240.11Ad-6(a) ('7» does not.re­
quire an outside registrar to track each 
item individually, but rather requires an 
outstd~ l'egistt8.r to keep a record. show­
ing lpr'eaeh month the total number of 
.ftems whIclrwere received for processing, 
the number whlch were processed witbln 
the time frame specified in § 240.17Ad­
2{b) "'and' the number which required 
more the the specified time for proc­
essing. 
P~aP'h (a) (3) (ii) (B) has been 

modified- to clatify the requirement that 
the number of items processed within 
the time frames of § 240.17Ad-2(b) must 
be stated separately from the number 
of items that required more than the 
time frames .for processing specified by 
that section. 

Paragraph (a) (4) requires a l'ecord of 
the calcUlations made in connection with 
performance monitoring to detennlne 
compliance with § 240.17Ad-2. This pro­
vision does not require any spec1:ftc fonn 
of calculation; nevertheless, transfer 
agents seeking to comply \Vith the 90 
percentJ'erfonnance standards of § 240.­
17Ad-2 necessarily will pertonn monthly 
calCUlations to deternune cempliance.
For example, at the close of the third 
business day following the end of a 
month, a transfer agent would know the 
total number of routine items received 
during the preceding month (§ 240.17Ad­
6(80) (2) (1) ) and the total number of 
those items turned around within. three 
business days (I 240.1'7Ad-6(a) (2) (11». 
Dividing the former into the latter will 
provide the percentage of routine items 
turned around within the time limits 
prescribed by § 240.1'7Ad-2. 

18 Both of the logs required by paragraphs 
(a) (2) (11) and (111) are cumulative; that 
Is, any ite~ ref1e<lted on the previous 
month's log which Is still in the ~tered 
transfer agetl.t's possession as of the last 
business day of taw next -JIlODtil m" be 
shown on the current month's log. ltJs ex­
pected, however, tba't 11.0 1nDlIf. agent wm 
have any routine item In IfcB possessJ.olf for 
such a length of time. 

In respOnse to comments received. 
paragrA'ph(Al ('1) (prel'1OlJS1y Jll'oPOlSed 
§ 240.17Ad-6{~ f6) r has ~ reVised to 
require recoraation -{)$ ~ns onlY. 
Paragl'ayh (a) ('l)~.·ollly a log 
identifYing the number of inqUiries sub­
ject to. § 240.1'lAd-5/ ~ but not 
x:esponded U1WithlXt the tUDe frames and 
1(he numbel' of ~ lnq\ihies still pend­
ing as of th8" last busiJless day'of the 
month cOYereci by the report.

P.aragraph ('a) (11) (previously P1:O­
posed §-24M'lAd-6'(b) (3» has-been re­
vised, in res~t.o~ts,to clarifI 
the requiranent tbat~egisteredtrans­
fer agent.keep the-document uPOll which 
it bases its d~bnk~t"'1Partic­
ular i~ w~ rece1trea 'hi connection 
with a spemaI event"and is ther~forenot 
routine under 1 240.1'l:Ad-l<I> (5) or ('7). 
Of course, since only transfer agents 
which cancel and issue certl:ftcates would 
have an occasion to make such a deter­
mination, the section effectively applies 
only to those transfer agents. ­

The scope of paragraph (b), preVI­
ously designated § 240.17Ad-6(b) (1), 
has been ~1Q'11led.. As adopted, transfer 
agents need not keep any documents 
concerning the matte1:'Jl -coyered by that 
paragraph. Instead, paragraph (b) re­
quires a record setting f«th, With re­
spect to each Jsstie, the total authorized 
and the total l8sued and outstanding. 

In response to cq~ts received, 
paragraph (~) (previously Pl'OPOSed 
§ 240.17Ad-6(b) (2» has been revised to 
apply only to registered evidences Of 
ownership w.hich have been cancelled. 
SECTION 240.1'iAd-'l RECORD RETENTION 

REQtllREJIENTS 

The recor-d retention periods specified 
in § 240.1'lAd-'1 are not Intended to re­
place longer retention periods that 
might 1>e required by state law or other 
Federal laws. The retention periods are 
those considered necessat"Y for the ap­
propriate regulatory agency w monitor 
eompliance with the turnaround .rules. 

The record retention prov181ons apply 
both to records descrU>ed in 1240.17Ad-6 
that are being kept at the time the re­
tention prov-islons become effective and 
to records that are Dl(l.1ntained there­
attet:In compliance with.i 240.1'lAd-6. 

T.he folloWing is a eharWelatJug to the 
records required in f 240.UAd-6 to the 
retention peHods of U40.1'1Ad-'1: 

lluimum Period to be Beleftllt IJlIIll­
retention period -nylICCI!88lble II'SIlb of_.

-2(0.17.44-1 

Bee: 
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lHO.t7,AJ m,---.-----.----..-...----....--- 2)1'__._. •• 411\0.... ._.__ 

a~iii ~ 4 :::::::::::::::::::::::::::--=is::::::::: IE::::::::::: 
• 

2tO.i7.AH ~"._ ••••__•• ••__._. ••_••__ .IT ·_•• •• -..-----.--....
AIU7A.1I-lI ~ ••_._.("._•••_•• • t)l'.__••••__._1.•••_._._.__ 

,1f4bl7A.H •••---------.-.-.------------- 'l'inIIbIatIaD.•••••__._.__ fi --••1tO.l1A~" ~.~_-. 

lHO.17.4 .. •••_._._. •• .----dll-----­
ItO.ttA ••_ •• 'IT••••••_- -.~;,•••••­
lNO.17A ....__••••••_.__ ___., ,... . 

. ~J'M oJ •••..;••••••_. •• ••••••_._1 ·__/._.._ 

Ii 

http:IT������_--.~;,�����
http:t)l'.__����__._1.���
http:��_._.("._���_��


-32411 

paragraph (f) Js Intebdlld tID .... 
that records in the pOSse"" ot~ 
agents who !oC~ ~~~,wlth 
transfer agentsate lJ lie for ez8int­
nation by ~ authortttes.- ' 

The question :wu,asked whether the 
phrase "easJly accessible place" woald 
permit recorda to _ kept in "low­
storage-eosi" record eentenrfrom ftId1 
the records coUld be retrleved 'Wftbtn 
twenty-four hours. The pQ11;JOS8 of re­
quiring that records be kept man "easily 
accessible place" is to JDsure fbat, regu­
latory authorities may examine them as 
n~essa.ry or appropriate in dischargjng 
regulatory responsibmties. Inasmuch as 
the length of time for which records 
must be kept; in 1m "easIly accessible 
place" has, in most cases. been shortened, 
it is expected that zecords subject to that 
requirement will be made available 
either JmmedJately or on the same day 
as the request to exa.mine them is made. 

In response to comments, the com­
mission has added t 240.1'lAd-'Hh) to 
relieve a registered traDsfer agent. wbich 
ceases to per!~ transfer agent func­
tions for an Jssue, of the responsibilit¥ of 
retaJn1ng records required to be made 
and kept under § 249.1'lAd-6(al (1). un. 
(9), (10), and (11), (b) and (e) once the 
records are delivered to the successor 
transfer agent. 
m. STATUTORY BAsIS Al'fD COMPETITIVE 

CONSIDERATIONS 

Sections 240. l'1Ad-l through 17Ad-7 
are adapted pursuant to the Securities 
Exchange Act of 1934__ in particular Sec­
tions 2, 17. nA, and 23{al thereof, 15 
U.S.C. 'lab, 'l8q. 'l&l-I. and 'l8w(a). cer­
tain editorIal chaIlges have been made to 
the rnles as proposed. Other amendments 
that appear In the adopled -rules were 
made to clarify the Co~on's intent 
In lJvJlt of comments received. and such 
8D).encfments either grant exemptions in 
addition to those proposed or relieve 
restrictimls that were COntained in the 
proposed rules. Accordingly. the com­
mission has determined that further no­
tice and public proceciureson these rules 
are unnecessary. 

TheCotnmJssion finds that any burden 
upon competition UnPosed bJ' these rules 
is necessary and approPriate in the pUb­
lic interest. fot the protecU.on of Ihves­
tors and to facllifate thH8tabl1shmentof 
a national sYStem. for the prompt and. 
accurate clearance and settlement of 
transactions inseeur1tles. 

IV. EFnc'nvI: DADS 
Section 240.1'lAd-I (cIe6nltkms) • 

§ 249.17Ad-2'<e) (notice of failure to 
comply with the turnareuDd tetI\dftmeIlt 
of § MO.l'l.A~(a». (11) <uotb'le of fall­
ure to comply with the ~ re­
quirement of f 240.l'lAd-2(b), (I) <Pr0­
cedures assuring that items received at 

.... ale REGULATIONS 

lGcatb.:la other 1han ~ premisea at 
1ddeIL ... ~er agent performs 
~~"'~ wm be. for­
W&1'ded ..smh PJeIDises~).(g) 
(~ 8oSS\Il!l'D& t.l1M processed
items t:eee1ved. bJ' a U:ansfer agent are 
made amUab1e prom.ptb' to the pre­
sentor)~ (h) (where to 1Ue notices) and 
1240.1'lAd-4 (exemptions> are effective 
_ of october 3, :19'77. The rematning 
prolistons. including the time require­
ments for turnaround or processing of 
items and automatic imposition of limi­
tations, are effective JanuaTY 2, 1978. 

Under this arrangement of phased im­
plementa.t1on dates. transfer agents will 
have three months to implement a monl­
toling'sy'stem. and to develoP operating 
procedures and: three additional months 
to complete whatever changes are neces­
sary io comply with the adopted rules. 
During the second three month period, 
between OCtober 3,1977, and January 2. 
1978, transfer agents will be required to 
report if the~ are not meeting the turn­
around and processing: requirements of 
§ 24IU'lAd-2 (a) and (b)" even though 
these two paragraphs do not themselves 
become effective until Januat'J' 2. 1978. 
This will enable the apprwriate regula­
tory agencies to monitor the transfer 
agent industry's progress in making any 
adjustments necessary to comply with 
the rules. 

VI. TEXT OF §§ 240.17Ad-l THRoUGH 
- 17AD-'7 . 

§ 240.17Ad-1 Deuitiens. 
A& used in this section and n 240.17 

Ad-2, 240.17Ad-3. 240.17Ad-4, 240.17Ad­
5, 240.l'lAd-6, an<l240.l'lAd-'l: 

(a) The term "item" means a certifi­
cate or eerWlCates 9f the same issue of 
securities covered bY one ticket (or. if 
there Js no ticket. presented by one pre­
sentorf presented for transfer. or an m­
strnct10n to a transfer agent which holds 
securities reglstered in tbe name of the 
presentor to transfer or to make avail­
able e.ll or a PQr:tiIon of those securities. 
In the case of an outside registrar each 
certificate to be COUllteraigned Js an item. 

(b) The terDh"outstde registrar" with 
respect to a.transfer item means a trans­
fer .agent whieh performs otlly the reg­
istrar function for the certificate or cer­
tificates presented for transfer and in­
cludes th~ persons performing similar 
functions with respect to debt issues. 

(e) An item is "made aVailable" when 
(1) In the ease of an item for which 

the services of an outside registrar are 
not required, or wb1eh has been received 
from an outside registrar after process­
ing. the transfer agent dJspatches or 
maiJ8 the item to. or the item is awaiting 
plck-UP by" the preseutor or a person 
demgnated by the presentor. or 

(2) In the case of an item for which 
the senices of an outside registrar are 
reqWnld, the fransfer agentdisPatchesor 
mans.~ item to. or the iiem is awaitblg
p1d-uP bY.. the Dutside reglstmr, or 

(3) In"thecaseof an item for w:hlCh an 
outside resfslrar has completed process­
Jog. the out.sl~ reglst;mr dispatches or 
matts the Item to. ,or the ltem.Js awaiting 
pIdt..up. ~lJY~ tl)e presenting transfer 
agen\. 

(d) The ..transfer~ of an item is'ac­
complished ~utaccomaneeWitb the 
presentor's lnstrnctJoDs. all acts neces­
sary to cancel the eertificate or certifi­
cates presented tor ttansfer and to issue 
a new certi:flcate or certiflcates, b1clud­
lng the performance of the registl'ar 
function. are completed and the item is 
made available to the presentor by the 
transfer agent. or when. in accordance 
With the presentor's instructions. a trans­
fer agent which holds securities regis­
tered in the name of the presentor com­
pletes all acts necessary to issue 'a new 
certificate or certificates representing all 
or a portion of those securitiesand makes 
available the new certificate or ~tifl­
cates to the presentor or a person des­
ignated by the presentor or, with respect 
to those transfers of record ownership to 
be accomplished Without the phYsical Js­
suance of certificates. completesregistra­
tion of change in ownershlp of all or a 
portion Of those securities. 

(e) The "turnaround" of an iteni'is 
completed when ttansfer is accomplished 
or, when an outside registrar is involved, 
the transfer agent in accordance with 
the presentor's instructions completes all 
acts necessary to cancel the certl1lcate or 
certificates presented for transfer and to 
issue a new certificate or certificates, and 
the item is made available to an outside 
registrar. 

(f) The term "process" means the ac­
complishing by an QUtside registrar of 
all acts necessary to perform the usis­
trar function and to make available to 
the presenting transfer agent the com­
pleted cert1fl.cate or certUlcates or to ad­
vise the presenting tmnsfer agent, orally 
or in writing, why. performance of the 
registrar function is delayed or may not 
be completed. , • 

(g) The "receipt" of an item or a wrIt­
ten inquiry or request occurs when the 
item or written 1nqulryor request arrives 
at the premises at which the transfer 
agent performs transfer agent functions. 
as defined In Section 3(a> (25) of the Act. 

(h) A "business day" Js any day dur­
ing which the transfer agent is normaU:y 
apen for business and excludes satur­
days. Sunda,ys, and legal holida.ys. or 
other holidayS normally observed by the 
transfer agent. 

(j) An item is "routine" if it does not 
(1) require reQU1sItkming certificates of 
an issue for which the tr>8llSfer agent, 
under the terms of its agency. does not 
maintain a supply of eerWicates; (2) 
include a certificate as to which the 
transfer agent has received notice of a 
stop order, adverse claim. or ativ other 
restriction on transfer; (3) require any 
additional certitl.cates, documen~tion, 
instmctions, asslgDlnents. guarantees. 
endorsemenU. explanations. or Oplnjon.s 
of counsel before transfer may be ef­
fected; (~t require review of,supporting 
doeumentatlm other than evigmnmb. 
endorsements or stock powers, cuWled 
COl"POl'&te resolu~ signature, or other 
common andordlnal'y gua.rantees, or ~ 
propriate tax. or tax walvezs; (5J lawlve 
~ trans~in coonection with a reorgani­
zation. ~ 04er~ eBb.ange. ,redemp­
tion. or Uqufdatton; (8) incl1ltle a war­
rant, right. or convertible security pre­
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sented for transfer of r.ecord ownership 
WIthin five business days before any day 
upon which exercise or conversion priV1­
leges lapse or change: ('7) include a war­
rant, light, or convertible security pre­
sented for exercise or conversion: or (8) 
mclude a security of an issue which 
WIthin the previous 15 business days was 
o:ffered to the pUblic, pursuant to a regis­
tration statement e:ffective under the Se­
curities Act of 1933, in an o:ffenng nat of 
a continuing nature. 

§ 240.17Ad-2 Tumaround, processing,
d .I rd' f • an aorwa log 0 Items. 

(a) Every registered transfer agent 
(except when acting as an outside regis­
trar) shall turnaroUnd within three busi­
ness days of receipt of at least 90 percent 
of all routine items received for transfer 
during a month. For the purposes of this 
paragraph, items received at or before 
noon on a business day shaJl be deemed 
to have been received at noon on that 
day, and items receiVed after noon on a 
business daY or received on a d~y not a 
business day shaJ1 be deemed to have 
been received at noon on the next busi­
ness day. 

(b) Every registered transfer agent 
acting as an outside registrar shall 
process at least 90 percent of aJl items 
received during a month (1) by the open-
lug of business on the next business day, 
in the case of items received at or before 
noon oil a business -day, and (2) b,; noon 
of the next business day, in the case of 
items received after noon on a business 
day. For the purposes of paragraphs (b) 
and (d) of this section, "items received" 
slmll not 1nclude any item enumerated 
in t 240.1'1Ad-l (i) (5), (6). ('1). or (8) 
or any item which is not accompanied by 
a debit or cancelled certificate. For the 
purposes of this paragraph. items re­
ceived on a day not a business day shall 
be deemed to have been receiVed before 
noon on the next business day. 

(c) Any registered transfer agent
which fails to comply with paragraph 
(a) of this section with respect to any 
month shall, within ten business days 
following the end of such month. file 
with the Commission and the transfer 
agent's appropriate regUlatory agency. If 
it is not the Commission, a written notice 
in accordance with paragraph (h) of this 
section. Such notiee shalI state the num­
her of routine items and the nuniber of 
non-routine items received :for transfer 
dUring the month, the number of routine 
items which theTegistered transfer agent 
failed to turnaround in accordence with 
the requirements of paragraph (a) of 
this section, the percentage that such 
routine items represent of all )ut1ne 
items :received dUring the montb, the 
~ns-forsuch failure, the stepS which 
have been taken. are being taken or will 
be taken 'to prevent a future failure and 
the number of routine items, a:led in 

:ROLES AND REGf!fLAnONS 

(b) of this section with respect to any
month shall, within ten business clap
following't.he end of such month, me With 
the Commission and the transfer agent's 
appropriate regulatory agency. if it Js 
not the Commission, a written notice in 
accordance with paragraph (h) of tbJs 
section: Such notice shall state the num­
bel' of items received for processing dur­
ing the month. the number of items 
which the registered transfer agent 
failed to process ill accordance with the 
~ents of paragraph (b) of this 
s.........on, th'"' n4rcentage that such items (I) rn·t.·-~ , ­<N'" '"..,....L•......,. e performance of any 

increments of one business day which as . and wifhtb&l'ed~Reserve Bantof the 

renresent: 0" all items rec4~ved d....f"g the
~:& .........-..
 

month, the reasons for such failure and 
~ stepS which have been taken, are 
being taken or will be taken to prevent a 
tuturs f&iIure. and the number of items 
which as of the close of business on the 
last busiJulgs:<iay of the month have been 
in the transfer agent·s lJossession for 
more than the time allowed for process­
ing and ha.ve not been processed. 

(e) All routine items not turned 
around within three business days of re­
ceipt and all items not processed within 
the periods prescribed by paragraph (b) 
of this s~on shall be turned &round or 
processed promptly, and an non-routine 
items shall receive diligent and con­
tinuous attention and shall be turned 
around as soon as pOSSible. 

(f) A registered transfer agent wluch 
receIves items at locatIOns other tha.n the 
premises at which it performs transfer 
agent functions shall hli-ve "3Ppr"OPriate 
procedures to 'fiSSure, and shall assure. 
that items are forwarded to such prem­
ises prqmpt1y~ ~ 

(g) A registered transfer agent which 
receives prqpessed-ite~ frem an outside 
regJstrar shall bave appropriate..proeed­
ures to 8flSure, and shall assure. that such 
items are made available promptly to the 
presentor. 

(h) Any notIce required by this sec­
tion or § 240.1'7Ad-4 shaJl be filed as 
fonows: 

(l) Any notice required to be filed 
With the CommJssion shall be filed in 
triplicate with the principal o1Iice of the 
Commission in Washington, D.C. 20549 
and, in the case of a registered transfer 
agent for which ~e Commission is the 
appropriate regulatory agency, an addi­
tionaI copy shall be -filed with the Be­
glonaI 0:IJlce Of the CommJss1on for the 
region in which the registered transfer 
agent has Its Prlncipar oftlce for trans­
fer agent acbivities. 

(2) Any nutlcerequired to be filed with 
the ComPtroller of the currency shaU be 
moo with the Oftlce of the comptroner 
of the currency, Administrator of Na­
tionaI Banks, Washington, D.C. 20211». 

(3) NJ:1y uut1ce requ1red to be filed with 
the Board of Govemors of the Federal 
Reserve System -shan be filed with the 
Board, of Governors 01 the Pederal 
Reserve S1~ Washington, D.C. 20251 

posit IDsuramle CorpOration Washmg­
to&, D.C. 1M29. 

II4O.1"1Ac1-3 LhmtatiOJlS on expansion. 
(a) Any registered transfer agent 

wh1ch Js requtred. to 1l1e aJl¥ notice pUl'_ 
suant to § 240.17Ad-2 (c) or (11) for each 
of three consecutive months -Shall not, 
from the fifth business day after the end 
of the third such month unID the end 
of the-nert following perlQd of three sue­
ceesive months during which no such 
notices have been ~~ 

tr-_·.f' _.. f .lOUl:Uer age..... un" on 01' actiVity for an 
issue for which the transfer agent does
 
not J)erfolm, or is not under agreement
 
to perform, transfer agent fWlCtions
 
prior to such 11fth business- day: and
 

(2) With respect to an issue for which
 
transfer agent functions are being per­

formed on such fifth bUSiness day, initi ­

ate for that isSue the'performance of an
 
additional transfer SltentAtanetion Or ac­

tivity which the tr8ll8fer agent does not
 
perform, or Js not under agreement to
 
perform. prior to-such fifth bUsiness day
 

(D) Any registered tra.ns1er~ agent 
which for each of two consecutive 
months fails to turn around at least '15% 
of all routfile items in accordance with 
the requirements of § 240.17Ad-2(a) or 
to process at least 75% of an items in 
accordance with the requirements of ­
~ 240.1J1:Ad-2(b) shall be subject. to the 
limitations imposed by paragraph (a) of 
this section and further 8haD, within 
twentY busmess days after the clese of ' 
theseconcisuch month. send tCJ the chief 
exeoutive,ofllcer of each ,Jssuer for which 
such ~stered transfer agent acts a 
copy of \h"e Writ~n notice filed pursuant 
to ~ 24t).17Ad-2 (c) or (d) With resp~ct 
to the-second such montli. 

§ 240.17Ad-4 Appli.ealJility of §§ 240­
17A&-:2, 240.17A1I-3 and 248.17.Ad­
6(a) (1) through (7) and (11). 

(a) Sections 2~0.17Ad-2, 240.17Ad-3 
and 24CU'7Ad-&(a) (I) through (7) and 
<In shall net apply to interests in 

limited PartnershipS, to redeemable 
securities of investment companies regis­
tered under Section 8 of the Investment 
company Act of UNO, or to interests in 
dividend reinvestment programs.

(b) Except as proVided in paragraph 
(c) of this section, Ii 240.17Ad-2 (a) 
(b), (c), (d) find (h), 240.17Ad-3 and 
240.17Ad-8(a) (3) through ('7) and (11) 
shall not apply to JmY registered transfer 
agent which duriilg any six consecutive 
mcmths shan bave received fewer th"Ul 
500 1teIDilfor tranSfer and t~r than 500 
items: for processfng 1md which, Within 
ten business daJS following the ~ of 
the 81Xth such IlOD8ecUtlve month. sba1l 
have 1Ued With its approptlate regulatory 
agency a notice certIf¥Ihg to that effect 
(hereinafter an "exempt transfer 
agent").

(c) Within five business days follow­
of the close of business on the 'last busi- district b1"whlch the registered traDsfer- lnI the close of e8dl montll., ~ ex­
n,ess day of the month have been in its agent's princiPal ba.nJdng Ope.ratiOM are ~~er qat JbaI1 ealcUJaJ!~ 
])CI8IH!881dn tor more than tour business conductied. number of 1temB whichIt *&lved -AIlS 

da}'B and )lave not been turned around. (4) ~~ re.q\1h'ed to be filed With tIl~~I1X ~.~aD'I 
(d) Any xeg1steied transfer agent the ~ Deposit Insurance eorpora- exem~ 'tira.D8!'et __ :zoe VI .u- or 

which faUs to comply with paragraph tion shlLl1 be flled. 'with the Federa1])e- more. items tor tnmsfer or _ br Blore 
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Items for processing during any six con­
secutive months, it,Shall. Within ten bum­
ness days after the end. of sUch·m~tb. 
file with its app;roprlate regulatory 
agency notice to that e1fect..e ThereaIfer., 
beginning with the first month fqJIow­
ing the month in which'such notice is 
required to be tiled, the registered trans­
fer agent shall no longer be exempt under 
paragraph (b) of this section from 'the 
requirements of §§ 240.l'lAd-2 (a). (b), 
(c), (d) and (h). 240.l'1Ad-3 and 240.­
17Ad-6(a) (2) throUgh (7)~ and (11)' 
Any registered transfer agent which has 
ceased to be an exem"pt transfer agent 
shall not qualify again L:xemption
until it has conducted its fer agent
operations pursuant to the foregoing sec­
tions for six consecutive months follow­
ing the~ontl\tn which J:t.'1iledjJ1e notice 
requ~-by thlS paragtaph. 
§ 240.17Ad-5 Writttfu'fnquiries -and re­

quests. ~ 

, ~"(a) When ~ny person makes. written 
mquiry to a registered tranS'rer agent
concerning the status of an item pre­
sented for transfer during the preced­
ing six months by such person or anyone 
acting on.h1s behalf, which inquiry iden­
ti1i~ the issue, the number ofMares (or
princJ,pQJ amount of debt secUrities or 
number -of units if relating to an;: i)ther
kind of security) presented, the approxi­
mate date of presentment and the name 
m which it is registered, the reglStered
transfer agent shall. within five bus~ 
days following receipt of the inquiry. re­
spond. stating whether the item has been 
received; if receive,d. whether it has been 
transferred; if received ana. not trans­
ferred, the reason for -tile- delay and 
what additional matter. jf any.. is neces­
sary before transf-er may be e1fected; 
and, If received and transferred. the date 
and IllaIlIter mwhich the completed item 
was made available. the addressee and 
address to which it was made available 
and the number of any new certificate 
which was registered and the name in 
which it was registered. If a new certifi­
cate is dispatched or mailed to the 
presentor within five business days fol­
lowing receipt of an inquiry pertaining 
to that certificate. no further response to 
the inquiW shall be required pursuant to 
this paragraph.

(b) When any broker-dealer requests 
in writing that -& registered transfer 
agent acknowledge the transfer instruc­
tions and the PQSSeSSion of a security
presented for transfer by such broker­
dealer or revalidate a window ticket with 
respect to such security and the request
identifies the issue, the number of shares 
(or principal amount of debt secur1~ 
or number of units if relating to any 
other kind of security), the approximate 
date of presentment, the certificate num-' 
ber and the name in which it is regis­
tered, every registered transfer MeDt 
shall. within five business days following
receipt of the request. in writing, eon1irm 
or deny possession of the security. and, 
if the registered traD$fe1" MeIlt has 
possession, (1) acknowledge the transfer 
instmctions or (2) l'evaJldate the window 
ticket. If a new certifica. is disPatched 

.RULE~ AND .Ef~nONS 

or maned to the presentor within five 
business days fo11~ receipt of a re­
quest pertaining to' that certiflcate. no 
further reSponse- to the inquiry shall be 
reqUired pursuant to tbJs paragraph.

(c) When anY person, or anyone acting 
under his aulhor;i.ty, requests in writing
that a transfer agent confirm possession 
as of a given date of a certIficate pre­
sented by sucii>erson during the 30 days
before the date the inquIry is received 
and the request identifies the issue, the 
number of shares (or principal amount 
of debt securities or number of units if 
relating to anY other kind of security), 
the approxilnate date of presentm1mt. 
the cert:ifi.cate number and the name in 
which the certUlcate was registered.
e'Very reliistered~er agent shall, 
Within, ten b~ess days followiIlg re­
ceipt of the request and upon assurance 
of payment of a reasonable fee if re­
qUired by suCh transfer agent, make 
avanable a wn~n response to such per­
son. or anyone acting under his author­
ity, confirming or denying possession of 
such security as of such given date. 

'<d) When any person requests in writ­
ing a transcriptof such person's account 
with respect to a particular issue, either 
as the account appears currently or as it 
appeared on a specific date not more 
than six months prior td the date'the 
registered transfer agent receives the re­
quest, ev-ery registered transfer agent 
shall. WIthin twenty business days fol­
lowing receipt of the request and upon 
assurance of payment of a reasonable 
fee if required by such transfer agent,
make available to such person a tran­
s~)Pt.~ or statement of account in 
sumciedi detail to permit reconstruction 
of suell acc01Ult as of the date for which 
the. trl}pscript was requested. 
§ 240.It'Ad-6 Reeordkeeping. 

(a) Every registered transfer agent 
shall make and keep current the fol­
lowing: 

(1) A receipt. ticket, schedule. log or 
other record showing the business day 
each routine item and each non-routine 
item is (1) received from the presentor
and, if applicable, from the outside reg­
istrar and (11) made available to the pre­
sentor and. if applicable, to the outside 
registrar; 

(2) A log. tally, jourrtal, schedule or 
. other recOrd showing for each month: 

(i) The number of routine items re­
ceived; 

(i1) The number of routine items re­
ceived during the month that were 
turned around within three business days 
of receipt; ­

(iii) The number Of routine items re­
ceived during the month that were not 
turned around within three business days 
of receipt; 

(iv) Th'e number of non-routine items 
received during the month; 

(v) The number of non-routine items 
receiVed during the months that were 
turned around; 

(vi) The number of routine items that, 
as of the cIose of business on the last 
business day of each month, have been 
in suea registered transfer agent's pas-

session for more than four business days, 
aged in increments of one business day
(beginnjng on the fifth business day); 
and 
•• ('fit) The number of non-routine items 

in such registered transfer age'iIt·s pOS­

session as of the close of business on the 
last business da.y of each month; 

(3) With respect tl7 items for which 
the registered transfer agent acts as an 
outside registrar: 

(i) A receipt, ticket. schedule, log or 
other record showing the date and time: 

(A) Each item is (1) received from 
thtL presenting transfer agent and (2) 
made available to the presenting trans­
fer agent; 

(B) Each written or oral notIce of 
refusal to perform the registrar func­
tion is made aVailable to the presenting
transfer agent (and the SUbstance of the 
notice); and 

(ii) A log, tally, journal. schedule or 
other record showing for each month: 

(A) The number of -items received; 
(B) The number of items processed 

within the'time required b¥ § 240.17Ad­
2(b); and 

(C) 'llul number of items not proc­
essed within the time required by § 240.­
17Ad-2(b) ; 

(4) A record of calculatlons demon­
strating the registered transfer agent's 
monitoring of its performance under 
§ 240.17Ad-2 (a) and (b) ; 

(5) A copy of any wrItten notice filed 
pursuant to § 240.1'lAd-2; 

(6) Any written inquiry or request, 
including those not subject to the re­
quirements of § 240.17Ad-5. concerning 
an item, showing the date received; a 
copy of any written resPonse to an m­
quiry or request, showing the date dis­
patched or mailed to the presentor; if 
no response to an inquiry or request was 
made, the date the certificate mvo1ved 
was made available to the presentor; 
or. in the case of an inquiry or request
under § 240.1'1Ad-5(a) respon!ed to by
telephone, a telephone log or memoran­
dum showing the date and substance of 
any telephone response to the inquiry;

<'n A l~ journal, schedule or other 
record showmg the number of inquiries
subject to § 240.1'1Ad-5 (a), (b), (c) and 
(d) received during each month but not 
responded to within the required time 
frames and the number of suell inquiries 
pending as 1)f the cIose of business on 
the last business day of each month; 

(8) Any document. resolution, con­
tract, appointment or other writing, and 
any supporting document, concerning 
the appointment and the termination of 
such appointment of such ~tered. 
transfer agent to act in any capacity 
for any issue on behalf of the issuer, 
on behalf of itself as the issuer or on 
behalf of any person who was engaged
by the issuer to act on behalf of the 
issuer; 

(9) Any record of an active (i.e., un­
released) stoP order. notice of adverse 
claim or any other restriction on 
transfer; 

(10) A copy of any transfer journal 
and registrar journal prepared by such 
registered transfer agent; aDd 
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(11) AnY document UPOIl which the 
transfer agent baBes ita determfnaUbD 
that an item received tor traDSfel" was 
received in connection with a reo gatd!ro 
zation, tender cdfer,exClUt.Uge, ret1m1J)­
tion, liquidation. conversion pr the sIJe 
of securities registered pursuant to the 
securities Act of 1933 and, acc01'dingly. 
was not routine UBaer § 240.17Ad-l(i) 
(5) or (8).

(b) Every registered transfer agent 
which, under the terms of its agency, 
maintains securityholder records for an 
issue or which acts as a registrar for an 
issue shaJ}, with ~pect to such issue, 
obtain from the issuer or its transfer 
agent and retain documentation setfij:Qg
forth the total number of shares or 
principal amount of debt securities or 
total number of units if relating to aJlY 
other kind of security authorized and 
the total issued and outsta.f1ding pur­
sua.nt to issuer authoriZation. 

(c) Every registered transfer agent
which, under the terms of its agency. 
maintains seeurityho1der records for an 
issue shall, With respect to such iSsue. 
retain each cancelled registered bond. 
debenture, share. warrant« right, other 
registered evidence of indebtedness. or 
otber certificate of ownership and all 
accompanying documentation, except 1e­
gaJ papers returned...to the presentor. 

. 
§ 240.17Ad-7 Record retention. 

(a) The records reqUired by § 240.­
17Ad-6(a). (1), (3)(1), (6) or (11) s.haIl 
be maintained for a period of not less 
than two years. the first six months in 
an easilY accessible place. 

(b) The records reqUired by § 240.­
17Ad-6(a) (2). (3Hii) , (4). (5) or ('I> 
shall be maintained for a period Of not 
less than two years, the first year in an 
easily accessfble place. 

(e) ~ tecords required by f 2~.-
l'1Ad-8(a) ('>. (9) and (10) am1 (I) 
sball be 1tlaJntained in an easily aeees­

f.
 
iDle AND IEGtIlATJONS
 

• ~~ the continUUlCli oUIle 
~'...."._shaD be ~ 
~ y@ar art.er termtnatfcm of tile 

-~~. 
(dL"1'he Rcords rea.U1red by 128.­

1tAd-f<c) a,hat1 be maintained for a pe­
110CI Jlf not tess than six yean;. the fil'sfi 
six ¥h~ fn an easily acces8IbJe place.

(e) £Very regfstered tre:nsfer age4t 
sba1l l1'Iaintain in an easily accessDJ1e 
place: 

(1) All records required under 1240.­
17f-2(d) until at least three years after 
the termination of employment of those 
persons teqltired bY 1 240.17f-2 to be fin­
gerprJnted; and 

(2) All records required pursuant to 
124(1.17f-2(e) for thr,ee years; .

J,D The records reqUired to be main­
taihed lfurS11a1;lt to § 24o.I'Ad-&1MYbe 
produced or reproduced on mienJftfm 
a:Dd \lB preserved in that form fot tlle 
time required by § 240.17Ad-7. Ii such 
micro'ftfm subStitution for ltant COPY IS 
made by a registered transfer agent, it 
Shall: ' 

(1) At all times have a"Yailab1e for ex.­
~ by the COnudlldon and the 
appropriaW regulatory agency tor B1lCb 
transfer agent. fac:Dltfes for:lmfilediate. 
easilY readable projection of the mlm:o­
fiIttl and for ~ easily readable 
facslmile en1afPments;

(2) Arrange the l'flC01'ds and index and 
file the 1iIms in suc"h a ma1fl'Jer 88 to 
permit the 1mttIediQte location of any
particular record; 

(3)_ Be readg aT an tynes to provide, 
and iJmnedIal;e1y provl4e. a11J' ft&e&JmfJe 
enlargement 1VlUch the COmmtssIM tmd 
the approprIate regulatory =J>7
their esamtners or other r, ta­
tUes may tee:ruest; and 

(4) For the period for whteh ttii 1Q1­
eroJUined ... are teQUIteII .. III 
m.emtaIDed. etore ~ flail iie 
«iIInal1ldcro1Um- records • toIJ7 Ii the 
mlcrofDm records. 

Jaa H."'. 
1_Doc.'l'1-1'l7t1 J'Ded ....'l'1•• 
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