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April 14th, 2016 

US. Secuurities Exchaange Commi ssion 
Att.: Breent J. Fields, Secretary 
100 F Strreet N.E. 
Washington D.C. 205549-9303 

Re.: 	 TTransfer Agennt Regulatioons 
SEC File # S77-27-15 

Dear Mr.. Fields: 

MMountain Shhare Transferr appreciates the opportr omment on tthe SEC’s rrecenttunity to co 
release reelating to traansfer agent rregulations1. Mountain Share Transsfer is a smalller transfer agent 
which exxperienced a change in oownership annd managemment in late 22012. The ccurrent owneership 
and management of Mountain SShare Transffer takes its responsibiliities as a traansfer agentt very 
seriouslyy. We are noot aware of aany other smmaller transfeer agents thaat are planniing on submmitting 
commentts on the prooposed new rrules.  We feeel that as a member of the transfer agent commmunity 
it is our rresponsibilityy to commennt from the pperspective oof a smaller ttransfer agennt. 

Itt is our geneeral belief thaat all industrries benefit ffrom robust and healthy competitionn, and 
the transffer agent inddustry is no eexception. OOur review oof annual TAA-2 filings inndicates therre are 
approximmately 315 rregistered traansfer agentts in the Unnited States,  this is dowwn approximmately 
15% fromm when thee current owwners acquirred Mountaiin Share Traansfer. Wee believe thaat the 
transfer aagent industrry is currenttly undergoinng a consoliidation phase and that wwithin 3 – 5 years 
there willl be less thaan 200 transsfer agents reegistered wiith the Securrities Exchannge Commisssion. 
We furthher believe tthat within 7 – 10 years there maay well be lless than 1000 transfer aagents 
registeredd with the Commission. 

Itt is our geneeral belief that a signifificant reducttion in the nnumber of r egistered traansfer 
agents wwould result iin dramaticaally reduced completion,  which mayy not necessaarily be beneeficial 
to issuerrs, shareholdders, and industry participants. WWe believe thhat a cruciaal componennt for 
healthy aand robust coompetition inn the transferr agent indusstry is the abbility of new transfer ageents to 
enter the industry, annd for smalller transfer aagents to groow in size aand evolve innto larger aggents. 
With thiss in mind, wee have the foollowing genneral comme nts. 

Small Aggent Exempption: 

Inn general wee believe thatt the small aagent exempttion should bbe preservedd. We believve that 
many of the proposed new regullations createe a hard ceilling for which smaller aagents may rreach, 

1	 SEEC Release No.. 34‐76743 (Deecember 22, 20015) 
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but be unnable to movve above.  WWe feel that thhis would bee very negattive for the inndustry and those 
serviced by transfer agents. We believe thatt it importannt for smalleer agents to be able to eevolve 
and groww into larger agents. Wee respectfullyy request thaat any new rregulations cconsider howw they 
may inaddvertently limmit the growtth of smallerr agents. 

Cost Bennefit: 

WWhile many oof these individual propoosal may nott appear to bbe significantt in their pottential 
cost on aan individuall basis, takenn together inn meaningfuul numbers, tthey could eeasily force many 
smaller aagents to ceaase operationns.  It is posssible they ccould create a significannt burden onn mid-
sized andd larger transsfer agents as well. We rrespectfully request that the Commisssion considder the 
impact off these rules on smaller aagents and coonsider howw it might easse that burdeen. 

With resppect to the inndividually nnumbered prroposed itemms containedd within the CConcept Rellease,  
we have respectfully submitted ccomments beelow. We haave attempteed to respondd to as manyy of 
the itemss as possible. Our formaat it provide tthe text of thhe item folloowed by our comment.  WWe 
hope the Commissionn will find oour input of ssome value aand usefulneess. 

5. 	Should the CCommission require anyy of the regiistration andd disclosure items disccussed 
abbove? Whyy or why not?  Should thhe Commissiion considerr other requirements?  PPlease 
exxplain. What would bee the benefits and costs associated with any suuch requiremments? 
Please providde empiricall data. If thhe Commis sion were to require ttransfer agennts to 
disclose finanncial informmation, what informationn should be e required, aand why? WWould 
reequiring suc h informatioon to be discclosed on FForms TA-1 and/or TA--2 be an effeective 
annd appropriaate measure?? What wouuld be the beenefits and ccosts associatted with anyy such 
reequirement? 

Commennts # 5: 

WWe do not believe thaat transfer agents shoould be reqquired to ddisclose finaancial 
innformation.  We do not believe that it is necessaarily relevannt to the servvices providded by 
a transfer ageent. We feeel that requirring transferr agents to ddisclose finaancial informmation 
wwould place ssmaller agennts at a comppetitive disa advantage, rreduce comppetition withiin the 
inndustry, and ultimately bbe harmful too issuers andd shareholdeers. 

6. 	Should the CCommissionn consider aamending thhe registratioon process to allow foor the 
isssuance of ann order approving a trannsfer agent’s TA-1 appliccation beforee that appliccation 
becomes effeective, ratherr than having such applications beccome effect ive automattically 
affter 30 dayys? Shouldd the Commmission connsider makiing certain findings bbefore 
appproving a ttransfer agennt’s application? If so, what shoulld those finddings be?  Shhould 
thhe Commisssion impose threshold reequirements that transfeer agents muust satisfy bbefore 
thheir applicatiions can beccome effectivve? If so, wwhat would thhey be? 

20330 Powers Ferr y Road  Suite 2212 Atlanta  GGA. 30339 Offffice (303)-460 -1149 Fax  (4004)-816-8830 

http:haretransferr.com


y

r

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 
 
 

 

 

 

wwww.mountains haretransferr.com 

Commennt # 6: 

WWe do not bbelieve that there needds to be chaanges to thee TA-1 appplication proocess. 
RRequiring cerrtain findinggs before appproving the ttransfer agennt’s applicattion would reeduce 
thhe formationn of new firmms and reducce competitioon within thee transfer aggent industryy. 

7. 	 TThe Commisssion intends  to propose to require trransfer agennts to submitt annual finaancial 
sttatements.  SShould these statements bbe required tto be auditedd? Why or why not? 

Commennt # 7:   

WWe do not bbelieve that requiring traansfer agentts to submitt annual financial statemments 
seerves a pubblic benefit..  Furthermmore, we beelieve that the submisssion of finaancial 
sttatements byy transfer aggents would be anticomppetitive and harmful to tthe transfer agent 
inndustry for thhe followingg reasons: 

AA. This would placce smaller transfer aggents at a significant disadvantagge in 
coompeting aggainst larger transfer ageents and draamatically huurt their abi lity to groww their 
buusinesses. 

BB. The trransfer agenncy business is primarilyy a service bbusiness, andd as a resultt does 
not require aa large capiital commitmment when compared tto other bussinesses, such as 
brroker dealers. 

CC. Requiiring the financial statemments to be audited woould place ann unfair finaancial 
buurden on smmaller transfeer agents. 

DD. Furtheermore, the various coorporate struuctures of transfer ageents could make 
mmeaningful comparisons difficult.  For example limited parttnerships andd limited liaability 
coompanies haave differentt tax treatmeent and a coomparison off their financcial statemennts to 
CC – corporatiions may crreate a misleeading pictuure of the abbility of a fifirm to service its 
cllients.   

DD. There can be a cyyclical naturee to a transffer agent’s bbusiness, andd a yearend ““snap 
shhot” report mmay not provide an accuurate picturee of the overrall financiall condition oof the 
trransfer agentt. 

Iff the Commmission does require trannsfer agents to submit ffinancial statements, theen we 
believe that thhey should nnot be requirred to be auddited. 

Iff the Commmission does require trannsfer agents to submit ffinancial statements, theen we 
believe that iit would be appropriate  to exempt “Exempt Aggents” from the requiremment. 
TThis would alllow smallerr agents the opportunity to grow theeir business aand become more 
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coompetitive. 

8. 	Should the CCommission require thatt annual finnancial statemments be suubmitted  ussing a 
data-tagged foformat such aas XML or XXBRL? Woould such a requirementt require ch anges 
too the U.S. GGAAP Taxoonomy in orrder to captuure the info rmation inccluded in traansfer 
aggents’ financcial statemennts?  Why o r why not? Should somme other eleectronic formmat be 
reequired or peermitted? 

Commennt # 8: 

Itt is unclear how this wwould be bennefit the pubublic. We bbelieve that this would place 
smmaller transffer agents aa ppetitive adva It iis our belieff that the traansfer t an uncom antage. 
aggent industrry and its customers benefit froom a comppetitive induustry and sstrong 
coompetition aamong the traansfer agentss within the industry. 

Inn general, we do not believe the filinng of financiial statementts in electronnic format shhould 
be required. The vast maajority of traansfer agentss are privatelly held comppanies, which do 
not hold shareeholder assetts and only nnominal amoounts of cliennt funds. 

9. 	 DDoes the recceipt of secuurities as paayment for services creeate conflictts of interesst for 
trransfer agennts, and if so, should the Commmission requuire that succh paymentts be 
disclosed? TThe Commisssion intendss to proposee to amend FForms TA-1 and/or TAA-2 to 
reequire transffer agents to disclose all actual and ppotential connflicts of innterest.  Shoould it 
do so? Whyy or why noot? Should the Commiission provi ide any guiddance as to what 
coonstitutes a conflict of innterest? Whhy or why n not? Has thee proliferatioon of the typpes of 
seervices offerred by transffer agents in recent yearss created neew conflicts of interest? How 
mmight transfeer agents’ coonflicts of innterest difffer dependinng upon wheether the traansfer 
aggent is paid by the issueer, the shareeholder, or ssome combinnation there of? Is discllosure 
of conflicts oof interest a sufficient saafeguard forr investors? Should the Commissionn ban 
ceertain confliicts of inteerest entirelyy? For exaample, shouuld the Commmission proohibit 
trransfer agents from havving certainn affiliations with issuerrs or brokerr-dealers, or from 
prroviding certain serviices if theyy have suchh affiliationns? Pleasee provide aa full 
exxplanation. 

Commennt # 9: 

TThe proposedd changes to transfer ageency regulatiions discussiion in item ## 9 are numeerous, 
annd as a resullt we have ddecided to reespond in secctions that coorrespond too the approxximate 
prroposal or toopic in item ## 9. 

AA	 Securrities as Payment for Seervices: We believe thaa t of securiti. y tt the receip ies as 
payment for sservices can create potenntial conflictss of interest..  It is uncleaar in the propposed 
reegulations hoow this would or shouldd be disclosedd. While wee believe thaat it is approppriate 
foor the Commmission to innquire about such paymeents to transffer agents, itt is unclear hhow a 
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disclosure of such paymeents would bbe effected. Should suchh disclosure  be a normaal part 
of the examinnation process, or shouldd it require aa written nottice to the CCommission at the 
time of the re ceipt of the ssecurities? 

BB. Confllict of Intereest Disclosurre: We believe that as discussedd above, thee term 
“cconflict of innterest” is potentially vaague and subbjective. WWhat one trannsfer agencyy may 
fiind to be a cconflict of innterest, anothher transfer agent may nnot believe tto be a confllict of 
innterest. Theerefore befoore amendinng the formss TA-1 andd TA-2 for the disclosuure of 
coonflicts of innterest, a prooper definitioon of what cconstitutes a conflict of iinterest, andd what 
does not shoould, shouldd be publishhed in the regulations. Thereforee we believve the 
CCommission should provvide strong gguidance as to what connstitutes a coonflict of innterest 
annd areas wheere it has conncerns. As aa matter of p principal, we are not oppoosed to discllosing 
potential confflicts of interrest as long aas such discllosure does nnot reveal traade secrets. 

CC. Expannding Services Offeredd: We do not belieeve that the transfer ageencies 
exxpanding thee suite of serrvices they pprovide necesssarily createes conflicts oof interests.  

DD. Affiliaations with Broker/De alers:  The  discussion in item # 9 is vague onn this 
toopic. The C ommission ddoes not proovide sufficieent details aas to what typpes of affiliaations 
wwith broker/ddealers it is cconcerned about. Whilee we could guess at whhat we believve the 
CCommission is concernedd about, we do not believve that it is appropriate..  We respecctfully 
reequest that thhe Commissiion provide greater claritty and an exxpansion of thhis topic.   

Inn general wee do not bellieve that traansfer agentts having afffiliations wiith broker/deealers 
necessarily crreates a confflict of interrest, and shoould be bannned as a resuult. Howeveer, we 
do acknowleddge that certtain types off affiliation hhave the pottential for coonflicts of innterest 
annd abuse. WWe believe thhe best remeddy for these situations is proper discllosure. 

AAdditionally, we recognizze that bannning all affili iation might be harmful to the industry as 
itt might limit innovation aand the imprrovement of services to iissuers and sshareholders.. 

10. 	 Should the CCommission amend Formms TA-1 annd/or TA-2 tto require trransfer agennts to 
disclose inforrmation regaarding the ffees impose d or chargeed by the ttransfer agennt for 
various servicces or activitties? If so, wwhat type off informationn or level of detail shouuld be 
reequired? SShould the Commissionn require thhat fee dissclosures bee standardizeed to 
faacilitate commparison? Should fees ccharged to bboth issuerss and directlly to sharehoolders 
be required too be discloseed? Please p rovide a fulll explanatioon. 

Commennt # 10: 

WWe believe thhat the itemm concerningg the disclosuure of fees on Forms TTA-1 and TAA-2 is 
unnnecessary, potentially aanti-competiitive, and couuld amount to the regulaation of feess. We 
believe that itt is a bad iddea, and resppectfully requuest that thee Commissioon not requirre fee 
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disclosure forr the followinng reasons: 

AA. The feee structure of transfer aagents (and companies iin many othher industriess) can 
be consideredd a form of a trade secrret. Requiriing this disclosure may prove harmmful to 
soome firms wwhile providinng other firmms an unfair competitive advantage. 

BB. Basedd upon the ddiscussion inn item # 100, it is uncllear as to how often thhe fee 
scchedule wouuld need to bbe updated wwith the Commmission. WWould the trransfer agenncy be 
reequired to ammend its TA--1 and TA-2  every time tthey made a a change to thheir fee scheedule? 
OOr just disclose it annuallly? 

CC. If a trransfer agentt negotiated a discounteed fee with aan issuer,  wwould the traansfer 
aggent be requuired to file tthat with thee commissioon? This is aa serious quuestion, as a lot of 
times fees aree negotiatedd or discountted in orderr to obtain nnew clients. Mountain Share 
TTransfer conssiders itself tto have somme of the lowwest fees in the industryy. Obviouslyy it is 
reeasonable too assume thaat we wouldd benefit froom an induustry wide ppublication oof fee 
sttructure. Hoowever, if noot properly ddrafted, a firrm a transferr agent couldd be amendi ng its 
TTA-1 or TA-22 on a montthly basis, wwhich would become exppensive and hurt its abillity to 
cuustomize its fees for a client’s particuular situationn. 

11. 	 TTo increase tthe ability oof the Commmission to mmonitor trennds, gather ddata and adddress 
emmerging reggulatory issues, should thhe Commisssion require registered ttransfer agennts to 
fiile material contracts wwith the Commmission ass exhibits too Form TA -2?  What costs, 
benefits and bburdens, if aany, would thhis create foor issuers or transfer agents? Shoulld the 
CCommission establish a mmateriality thhreshold or pprovide guiddance on matteriality weree it to 
prropose such a rule? Pleaase provide aa full explannation. 

Commennt # 11: 

Ittem 11 abovee, has three ((3) questionss which we wwill address in order as ffollows: 

AA. We doo not believee that transfeer agents shoould be requuired to file mmaterial conntracts 
ass exhibits to their TA-2 ffilings. We bbelieve that there are sevveral issues wwith this prooposal 
thhat outweighh the perceivved benefit. (i) What maay be materiial to one traansfer agent, may 
not be materrial to anothher transfer agent. (ii) We furtheer believe thhis may be anti-
coompetitive aas it may forrce smaller ttransfer agennts to discloose certain innformation tthat is 
not disclosed by other larrger transferr agents. (iiii) The filinng of materiaal contracts could 
potentially diisclose tradee secrets that reduce oor eliminate a competitiive advantage or 
oppportunity too grow. 

BB. We beelieve that thhis may placce an unfair cost burdenn on smaller transfer agents in 
thhe form of leegal expenses to review ccontracts forr materiality. 
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CC. If the Commissio n moves forrward with aa rule on th his item, thenn we believee it is 
apppropriate thhat the Commmission establish a mmateriality thhreshold, andd provide fuurther 
guuidance. 

12. 	 Should the CCommission aamend Formms TA-1 andd/or TA-2 beeyond any chhanges discussed 
abbove? If soo, what ammendments sshould the Commissio n consider in makingg that 
determinationn and why? Please proviide a full expplanation. 

Commennt # 12: 

Perhaps it mmight be apppropriate thaat instead off amending Forms TA--1 and TA-22, the 
CCommission seek to deveelop a new form similarr to an 8-K for transfer agents to fiile for 
disclosure of several of thhe items the CCommissionn is proposinng. 

WWe do not neecessarily beelieve that itt is always nnecessary too amend Forrm TA-1 or TA-2 
foor all of thee items propposed. A nnew form (ii.e. TA-3) mmight be moore practicaal and 
efffective at prroviding the disclosure. 

13. 	 WWhat costs, bbenefits, andd burdens, iif any, wouuld the potenntial requireements disccussed 
abbove create ffor issuers or transfer aggents? 

Commennt # 13: 

WWe believe thhat the propoosed new reggulations aree going to crreate significant cost buurdens 
foor existing trransfer agennts. We believe that smaaller transferr agents wil l be impacteed the 
grreatest. 

WWe believe that the prroposed reguulations willl result in a significaant and draamatic 
reeduction in tthe number oof transfer aagents. Baseed upon our review of TTA-2 filings, there 
arre currently approximately 315 regiistered transsfer agents. We are currrently estimmating 
thhat the neww proposed regulations would redduce the nuumber of trransfer agennts to 
appproximatelyy 100 in fivve (5) years, and possibly 50 registeered transferr agents in seven 
(77) to ten (100) years. Wee believe thaat this wouldd radically rreduce the coompetitive nnature 
of the transferr agent indu stry and not ultimately bbe a benefit tto issuers annd shareholders.   

14. 	 Should the C ommission rrequire that any arrangemment for trannsfer agent sservices bettween 
a registered trransfer agentt and an issuuer be set forrth in a writtten agreemeent?  Why orr why 
not? What aare the alterrnative meanns of achievving similarr objectives,, and are thhey as 
efffective or eefficient? If the Commisssion were to require aa written agrreement, shoould it 
coover certain topics? If so, what toopics? For any such prrovisions or topics, are there 
assymmetries in informatiion or otherr areas betwween transferr agents andd issuers thaat the 
CCommission should conssider in connnection withh such contrractual proviisions? For what 
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tyypes of transfer agents, or in what types of ssuch relationnships, do thhese asymmmetries 
mmost frequenttly arise, annd where aree they most acute? Pleaase provide aa full explannation 
annd supportinng evidence. 

Commennt # 14: 

Ittem 14 has s everal questtions that wee will responnd to in orderr of their preesentation. 

AA. Requiring Writtten Agreemments:  Wee believe thhat wheneveer possible there 
shhould be a wwritten agreemment betweeen the transffer agent andd the issuer.  

TThe existing rregulations ccurrently reqquire transfeer agents to mmaintain wriitten appointtment 
documentatioon.  This cann be somewhhat vague inn its meaningg and interprretation. In some 
innstances it mmay be an assignment, a board resoluution, email,, contract ecct. A well wwritten 
aggreement will clearly s pell out thee primary duuties and reesponsibilitiees of the traansfer 
aggent; as well as the authority too handle rooutine taskss that requuire proper legal 
auuthorization from the isssuer. 

BB. Alternnatives: WWe believe thhat there shoould be alterrnatives to ssatisfaction oof the 
reequirements for a writ ten contractt or appoinntment docuumentation. This woulld be 
appplicable in situations wwhere it is noot possible oobtain a writtten agreemeent. For exammple, 
wwe are aware that many oolder transferr agents nevver obtained wwritten agreeements withh their 
cllients, and therefore tthey do nott satisfy thhe current rregulatory rrequirementts for 
apppointment documentattion. Whenn these age ents are soldd or close, it might n ot be 
possible for tthe new or ssuccessor traansfer to obbtain a contr ract with somme of its existing 
cllients.  The shareholderrs of those ccompanies mmight very wwell have leegitimate traansfer 
needs, but finnd themselvees unable to obtain servicce if the neww or successor agent hass been 
unnable to obttain a contraa . Therefoore we belie ve that somme form of wwritten assignnment ct2	 e
of the transferr agent dutiees from the pprior agent wwould be appplicable3. 

CC. Coverring Certainn Contractuual Topics.: We do noot believe thhat this shouuld be 
sppecified or rregulated byy the Commiission. We believe that t this is an isssue best co vered 
byy contract laaw and the coourt system. 

15. 	 HHow are feess set out in ttransfer agennt agreemennts today? DDo issuers fiind it difficcult to 
fuully understand the fee structures offered by transfer ageents, and hoow do thosse fee 

2 Soome exampless of these nee ds for a trans fer include esttate issues, traansfers of brookerage accounnts, or 
withdrawinng of securitiess from streetnaame. 

3 Thhis would helpp eliminate th e concern thaat if you acqui re a firm thatt has many oldder clients, soome of 
which do nnot have contraacts, then you are not accideently acquiring a regulatory pproblem. This would actuallyy allow 
for a moree orderly exit from the inddustry of transsfer agents owwned by olderr individuals t hat do not a viable 
successionn plan. This woould probably bbenefit issuers,, shareholders s and the Commmission as welll. 
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sttructures woork in practiice? Shouldd the Commmission requiire that all fee arrangemments 
between an isssuer and a ttransfer agennt be set fortth and speciified in a wwritten agreemment? 
WWhy or why not? Shoulld the Commmission requuire that trannsfer agents disclose theeir fee 
arrrangements  in their fillings with thhe Commisssion? If s o, should trransfer agennts be 
reequired to uutilize a stanndardized  frramework o r terminologgy when dissclosing their fee 
sttructures?  SShould the CCommission exempt feess which mayy be negotiaated on a casse-by-
caase basis, suuch as corpoorate action ffees? Why or why not?? Would reqquiring discllosure 
of fees affectt competitio n, or the forrm of compeetition, amonng transfer aagents or bettween 
trransfer agennts and otheer entities? Please provvide a full explanationn and suppoorting 
evvidence. 

Commennt # 15: 

Ittem 15 abov e asks multipple questionns, we have aaddressed thhem in order below: 

AA. Fees iin Agreemeents:  While we do not sspeak for othher transfer agents, our client 
aggreement sp ecifies the feees charged to our clientts. 

BB. Issuerr Understanding of FFees: We bbelieve thatt our fee sttructure is eeasily 
unnderstood byy our clientss. 

CC. Requiring Fees iin Agreemennts:  We doo not believee that the Coommission shhould 
reequire that fees be specified in aagreements.  While wwe disclose our fees inn our 
aggreement, wwe believe thaat this is an iissue best deecided by a ffree and opeen market.  WWe do 
seee a potentiial for uninttended consequences, inncluding evventual fee rregulation bby the 
CCommission, which we bbelieve wouldd harm the i ndustry. 

DD. Fee SSchedule Diisclosure: WWe do not believe the Commissioon should reequire 
trransfer agentts to disclosee their fee sttructure in fiilings with tthe Commisssion. We beelieve 
thhat this woulld be anti-coompetitive inn nature. Addditionally, wwe believe thhat it wouldd limit 
thhe flexibilityy of transffer agents aand issues tto negotiatee custom feee arrangemments. 
HHowever as aa lower costt and lower fee transferr agent, we believe this would givee us a 
coompetitive aadvantage. 

EE. Standdardized Fee Framewoork: We do not believee that the Coommission shhould 
reequire a stanndardized feee frameworkk. We belieeve that this would limitt the flexibillity of 
trransfer agentts and issuerrs to negotiatte customizeed fee agreemments and sttructures. 

FF. Exemmpting Negootiated Feess: We belieeve that all negotiated fee arrangemments 
shhould be exxempt.  We believe thatt this allowss for issuerss and sharehholders to reeceive 
loower fees annd ultimatelyy increases coompetition wwhich benefifits issuers annd shareholdders.   
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GG. Fee DDisclosure AAffecting Coompetition:  We believee that requiriing fee discllosure 
wwould be annti-competitive and havve a negativve impact oon issuers aand sharehoolders. 
TTypically whhen the goveernment reggulates pricees within ann industry, aa majority oof the 
coompanies wiithin the inddustry will raaises their prrices to the mmaximum alllowed. Howwever, 
abbsent actuall regulation with fee liimits, what typically wwill happen is that wheen the 
laargest firms in an indusstry publish their fee scchedules, thee smaller coompanies wiill set 
thheir fees sligghtly below tthe fees of tthe largest coompanies. WWhile this mmay initially seem 
beneficial, thiis also allowws smaller firrms to raise their fees, wwhich wouldd not be beneeficial 
too their issuer clients andd shareholdeers. Ultima ately we beliieve that thiis will reducce the 
coompetition aamong transffer agents. 

WWe do believve that if trransfer agennts were reqquired to diisclose fees for non-traansfer 
seervices this would placee transfer aggents at a coompetitive diisadvantage when comppeting 
aggainst non-reegulated commpanies. Ann example off this would be edgarizaation servicess. 

17. 	 WWhat costs, bbenefits, and burdens, if aany, would aa written agrreement creaate for issuerrs or 
trransfer agentts? 

Commennt # 17:   

WWe believe tthat transferr agents andd issuers booth benefit ffrom writtenn agreementts for 
seervices.  Thhe cost of deeveloping a suitable agrreement wouuld be severral hours of legal 
feees. We beliieve this exppense shouldd be less thann $10,000 foor a transfer aagent. 

19. 	 Should the CCommission require trannsfer agents to file on aa periodic bbasis informmation 
disclosing whhether and hhow a transfer agent mmaintains cusstody of isssuer and seccurity 
holder funds and securities, similar to the inforrmation brokker- dealerrs are requirred to 
reeport quarterrly?  Why oor why not?? What bennefits, costs,, and burdeens would reesult? 
Please providde a full expl anation. 

Commennt # 19: 

WWe do not beelieve that nnew requiremments relatinng to item # 19 are required.  We beelieve 
thhat this is adequately coovered by eexisting reguulations. WWe believe thhat requiringg this 
disclosure woould significantly raise thhe cost of prroviding thesse expenses to clients.  

20. 	 Inn addition orr as an alterrnative to thhe anticipatedd proposals described abbove, shoulld the 
CCommission provide speccific guidelinnes or requirrements for ttransfer ageents’ paying agent 
annd custody sservices? WWhy or why not?  What should thosse guidelines or requires mments 
be? Do commmenters belieeve the lack of such gui idelines or reequirements results in vaarying 
prractices andd standards aamong trannsfer agents,, or specificc areas of wweakness or risk?  
WWhy or why nnot? Please provide a fuull explanatiion. 
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Commennt # 20: 

WWe believe that this is an issue bbest determinned by the industry. However, iif the 
CCommission where to aact on item # 20, we bbelieve thatt guidelines (instead off new 
reegulations) wwould be an appropriate starting poinnt. 

21. 	 WWhat are th e current bbest practicees with resppect to the safeguardinng of fundss and 
seecurities (e.gg., segregatiion of accouunts, writtenn proceduress, specific innternal conntrols, 
liimits on em ployee access to physiccal items annd records, aand to compputer systemms, as 
wwell as otherr access conttrols)? Do commenterss believe thaat Rules 17 7Ad-12, 17AAd-13, 
annd 17Ad-17 are effectivve in encouraaging those best practicces? Are th ere differencces in 
how funds aare safeguardded betweenn smaller annd larger trransfer agennt firms? PPlease 
prrovide a fulll explanationn. 

Commennt to # 21: 

WWe believe tthat proper written pro cedures, intternal controols, and limmits on empployee 
acccess are immportant to ssafeguardingg funds and securities. AAdditionallyy, we believve one 
of the most important saafeguards iss that client funds are mmaintained at a bank thhat is 
seeparate fromm the transferr agent’s opeerations accoounts. 

WWe note thatt part of the fraud and eembezzlemeent involvingg Peregrine Financial GGroup, 
thhe owner of the companny had been able to creatate fraudulennt bank stateements to hidde his 
stteeling of cuustomer funnds. We bellieve that mmaintaining ccustomer funnds at a sepparate 
bank makes tthis more diffficult, and eeasier to spoot with eitherr an internall or external audit 
orr examinatioon. 

WWe do believve that the exxisting regulaations and otther laws addequately adddress this iteem. 

22. 	 WWhat are th e current bbest practicees with resppect to the creation, mmaintenance, and 
reeconciliationn (or other u se) of financcial or otherr records thaat might bearr upon the ssafety 
of customer funds and securities?  Should thhe Commis sion requiree any such best 
prractices, succh as: (i) moonitoring the financial poosition of thee transfer ag ent by prepaaring, 
mmaintaining, and reconcciling financcial books aand recordss, including a statemeent of 
fiinancial con dition, a staatement of inncome, a staatement of ccash flows, and certain other 
fiinancial statements; andd (ii) adopting internal written proocedures or specific intternal 
coontrols requuiring the mmonthly recoonciliation oof all bank accounts used in a traansfer 
aggent’s businness, and reqquiring auditts of the efffectiveness of these intternal controols by 
inndependent ppublic accouuntants?  Whhy or why noot?  Please pprovide a ful l explanationn. 

Commennt to Item # 22: 

WWe do not bbelieve that it is approppriate for thhe commission to mon itor the finaancial 
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position of trransfer agentts, as the buusiness requuirements aree significanttly different from 
brrokerage firms.  We beelieve that thhe cost and expenses of the propossals in item # 22 
wwould place aa significantlly heavy burrden on smaaller transfer agents. If rregulation is to be 
ennacted regarrding item # 22, then wee believe thatt smaller ageents should bbe exemptedd, and 
alllowed a graace period forr filing such reports. 

23. 	 Should the Commission rrequire transsfer agents too file certainn additional reports preepared 
byy an indepeendent publiic accountannt on the trransfer agennt’s compliannce and intternal 
coontrols? WWhy or why not? In cconnection wwith any suuch requiremment, shoulld the 
CCommission require transfer agents tto allow reppresentativess of the Commmission or other 
AARA to revieew the docummentation aassociated wwith certain rreports of the transfer aggent’s 
inndependent ppublic accouuntant and too allow the aaccountant too discuss wiith representaatives 
of the Commmission or AARA the accoountant’s finndings associiated with thhose reports when 
reequested in connection with an exaamination off the transferr agent? WWhy or why not? 
Please providde a full expl anation. 

Commennt to # 23: 

WWe believe thhat the propoosals in itemm # 23 woul d be expenssive to impleement and leead to 
inncreased fees charged too issuers andd shareholderrs.  We wouuld like to noote that due tto the 
smmall numbe r of particippants withinn the transfeer agent inddustry, theree is an extreemely 
smmall numberr of firms thhat service the industryy. It may bbe extremelyy difficult too find 
fiirms that aree qualified tto review a transfer ageent4. Addittionally, we believe thaat this 
wwould be proohibitively exxpensive forr smaller ageents, which should be exxempted if tthis is 
immplemented.. 

24. 	 DDo commentters believe that there are differennt risks assoociated withh transfer aagents 
mmaintaining iissuer or seccurityholder funds at baanks that arre part of thhe same hoolding 
coompany struucture as the transfer ageent, as oppossed to a whoolly unaffiliiated bank? Why 
orr why not?  If there are distinct riskss, should thee Commissi on act to miitigate those risks, 
annd if so, howw? Should the Commisssion prohibitt a transfer aagent from mmaintaining iissuer 
annd securityhholder funds at a bank tthat is affiliated with thhe transfer aggent? If so,, how 
shhould “affili ated bank” be defined?  Should trannsfer agents that are alsoo custodian bbanks 
be required too maintain aa segregated special accoount or accouunts at an unnaffiliated baank or 
otther approvved location??  Why or whhy not? Pleaase provide a full explannation. 

Commennt # 24: 

WWe do belieeve that theere are diffferent risks associated with mainttaining issuuer or 
seecurityholdeer funds at baanks that maaintain the ooperational aaccounts of tthe transfer aagent. 

4	 It is not clear th at simply beingg an accountannt or CPA qualiifies someone to review a traansfer agent. 
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HHowever, we believe thatt existing reggulations adeequately adddress these isssues. We ddo not 
believe that tthe commisssion should propose neww regulationns on this toopic.  We beelieve 
thhat this is an issue best reesolved by the industry aand competiition in the ffree market. 

25. 	 Iff transfer aggents were tto be requireed to depossit or transmmit issuer annd securityhholder 
fuunds into a sspecial bank account, shoould the Commmission allso limit thee amount of funds 
thhat could be deposited inn special acccounts at a baank to reasoonably safe aamounts, whhether 
thhe bank is afffiliated or non-affiliatedd? Why or wwhy not? Iff so, what ammounts shoulld the 
CCommission consider reaasonably safe? Should such amouunts be meassured againsst the 
caapitalizationn of the transsfer agent annd/or the baank? Why oor why not?  Please provvide a 
fuull explanatioon. 

Commennt # 25: 

WWe do not beelieve that iss appropriatee for the Commmission to  limit the fuunds that couuld be 
deposited intoo a segregatted or speciaal account. We do not believe thatt deposits innto an 
isssuer or secuurity holder account thatt is segregatted from thee operating aaccount shouuld be 
coounted againnst the transsfer agent’s equity posittion. We bellieve that this proposal could 
have any nummber of unforeseen conseequences thaat could be vvery problemmatic to corr ect or 
prroperly addrress. We b elieve that tthis is an iteem that wouuld best be resolved thrrough 
inndustry best practices andd market commpetition. 

26. 	 WWhat are the current insuurance requirrements andd/or practicess among trannsfer agentss, and 
wwhat is the soource of thoose requiremments and/or practices?  WWould different or addittional 
innsurance reqquirements aaddress currrent paying agent risks,, such as looss or misuuse of 
fuunds?  Why or why not?? If so, whatt types and aamounts of iinsurance wwould be suffficient 
too address cuurrent payinng agent riskks? Why? If the Coommission pproposes sppecific 
innsurance reqquirements ffor transfer agents, shhould it alsoo require trransfer agennts to 
esstablish andd maintain written poliicies and pprocedures describing ttheir processs for 
evvaluating aand procuriing insurannce (such as fidelitty, professiional indemmnity, 
cyybersecurityy, errors and omissionss and suretty coveragee) and for determiningg the 
cooverage amoounts? Shoould the trannsfer agent’ss annual ac countant’s rreport on intternal 
coontrols requiired by Rulee 17Ad-13 innclude verifification that tthe transfer aagent has fullfilled 
thhese requiremments? Pleaase provide aa full explannation. 

Commennt to # 26: 

WWe believe thhat insurancee coverage sshould not bbe regulated by Commisssion. We beelieve 
thhat this is aan issue thaat is best reesolved by the industryy establishinng best practices 
guuidelines andd competitioon in the open market.   

TThis is a veryy complex isssue. We beelieve that raational businness owners will adopt ssound 
prractices and policies to aadequately adddress these issues, and protect theirr clients as wwell as 
thheir businesss by maintainning proper iinsurance levvels. 
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WWe have conccerns that duue to the commplex naturee of this issuee, if the commmission wh ere to 
addopt a “one size fits all”” approach iit would creaate an unduee financial bburden on smmaller 
annd mid-sizedd firms. 

WWe respectfullly recommeend further sttudy on this issue. 

28. 	 Iff the Commmission were to require ttransfer agennts to discloose informatiion pertainiing to 
reesidual or uunclaimed  fuunds, what ttype of infoormation andd level of detail shoulld be 
reequired, andd how frequeently shouldd it be requiired to be reeported? Whhat would bbe the 
coost, burdens or benefits, if any, of suuch disclosurre for issuerss or transferr agents? 

Commennt to # 28: 

WWe believe tthat this is aa very compplex issue. AAs a result, we respecttfully recommmend 
fuurther study on this issuee. 

31. 	 Iss there a neeed for Commmission rules  clarifying trransfer agennt liability foor participatiing in 
orr facilitatingg an unlawfful distributiion of secuurities in vioolation of Section 5 oof the 
Securities Act? Why or wwhy not? If so, what rulees should bee consideredd? 

Commennt to # 31: 

WWe believe thhat this is a vvery complexx issue that aappears to bbe evolving oor changing in the 
cuurrent enviroonment.  Wee respectfullly request fuurther study on this issuee. Howeverr, as a 
mmatter of principal and ddesire for best practicess, we welcoome further guidance onn this 
toopic. 

Furthermore, we believe that this is aan item that concerns alll transfer ageents regardleess of 
thheir size. 

32. 	 CCurrently, theere are no sppecific Commmission rulees regarding the placemeent or removval of 
reestrictive leggends by trannsfer agents. Is there a nneed for Commmission ruules governinng the 
roole of transfer agents in placing or rremoving reestrictive leggends?  Whyy or why noot? If 
soo, what are tthe specific issues that shhould be adddressed by CCommission rulemaking?? 

Commennt # 32: 

WWe had discuussions withh several seecurities attoorneys on thhis topic. BBased upon those 
coonversationss, it is our uunderstandingg that appliccation and reemoval of restrictive leggends 
onn securities was originaally governedd by a seriees of state annd federal ccourt cases ddating 
back many deecades. 
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HHowever, wee are not currrently awaree of any deffinitive studyy or other puublication onn this 
toopic. It has been our exxperience thhat in certainn circumstannces there arre widely vaarying 
oppinions amoong securitiees attorneys on the appplication of the existingg rules and legal 
reequirements..  Based uppon conversaations with our clients we believee there is a large 
ammount of varriation in thee policies ammong transferr agents. 

WWe believe thhat this is aa very compllex issue thaat requires aadditional reesearch and study 
before any ru les or guidannce would bee issued on tthis topic. 

AAs a matter of principal wwe do welcomme further guuidance on tthis topic. 

33. 	 Should the CCommissionn provide sppecific guiddelines and requirementts for regisstered 
trransfer agentts in connecction with reemoving a reestrictive leggend and in connectionn with 
isssuing any security witthout a restrrictive legennd, such as s: (1) obtaiining an attoorney 
oppinion letterr; (2) obtaininng approval of the issuerr; (3) requirring evidencee of an appliicable 
reegistration sttatement or evidence of an exempttion; and/or (4) conductiing some levvel of 
mminimum duee diligence (wwith respectt to the issueer of the secuurities, the shhareholder aand/or 
thhe attorney pproviding a legal opinioon)?  Why orr why not? Should the Commissionn also 
coonsider speccific recordkkeeping andd retention rrequirementss related to the issuancce of 
shhare certificaates without restrictive llegends? WhWhy or why nnot? How shhould book--entry 
seecurities be addressed?  Are there other guideelines or reqquirements the Commiission 
shhould considder with resppect to the isssuance of sshare certificcates or boook-entry secuurities 
wwithout restrictive legendds? 

Commennt # 33: 

WWe respectfullly note that item # 33 iss a complex ttopic with siignificant isssues beyond those 
thhat may inittially appearr. There aree several quuestions or ssub-items mmentioned thaat we 
wwould like to comment onn as follows:: 

AA. Legall Opinion Requirementts: Whiile this seemms relativelyy straight forrward 
inn the contextt of a larger issuance. TThere are cirrcumstancess involving ccrowd fundinng, or 
smmaller privaate placemennts where thhe expense oof a legal oppinion may be the diffeerence 
between an innvestment beeing a profitaable or a losiing one. 

Further, we hhave seen seeveral instannces where a small shaareholder in a fully repoorting 
coompany withh significantt revenue5, hhas held a ccertificate forr over a deccade withoutt ever 
having had thhe restrictivee legend remmoved, and tthe cost of oobtaining a llegal opinionn and 
seelling the shaares is greateer than the vvalue of the sshares. 

Inn both instannces the sharreholders and investors aare essentiallly shut out oof the markeet and 

5	 Thhe company reeferenced is a NNASDAQ listedd company. 
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prrohibited froom recoverinng any portioon of their iinvestment.  We respectffully ask thaat any 
new guidancee or regulatioons pertaininng to Item # 333 consider these sharehholders as weell. 

BB. Issuerr Approval:  We belieeve that it iss appropriatte to complyy with an isssuers 
reequest6 that they be nootified whenn a sharehoolder seeks to have a rrestrictive leegend 
reemoved. Wee note that nnot all issuer s require priior notificatioon or approvval. Many ddo not 
evven understaand the varioous laws and regulations governing thhe process. 

WWe do not beelieve it is apppropriate too require issuuer approvall before a resstrictive legeend is 
reemoved fromm a certificaate or shares. While a ssmall numbeer of our clients require prior 
appproval, mosst do not. WWe believe thhat requiring prior issuer approval creeates a signi ficant 
siituation for sshareholder aabuse and mmarket manipuulation by unnscrupulous issuers. 

CC. Appliicable Regisstration Statement or EExemption:   It is our uunderstandingg that 
thhe existing ruules already require this. 

DD. Due DDiligence Reequirementss:  We have concerns ovver this requuirement as itt may 
reequire transffer agents too perform a llevel of due diligence annd investigaation that theey are 
not equipped or capable of performinng. onally, it mayy place trann iin theAdditio	 sfer agents 
position of prroviding de facto legal opinions whhich they arre not licenssed to issue.. We 
believe this reequirement iis best satisfied by attornney legal opinions and ooutside third party 
duue diligence  firms.  Addditionally thiss could signiificantly raisse the costs tto transfer aggents, 
isssuers, and shhareholders. 

Further we wwould like too note that wwe are currenntly seeing iissues involvving sharehoolders 
wwho have heeld their stoock certificaates for exttensively lonng periods of time and are 
exxperiencing difficulties finding a brrokerage firrm to acceptt them due to an inabillity to 
coomply with new certificcate or sharee history reqquirements tthat were noot in effect when
thhey purchaseed their securrities. 

EE. Recorrd Keeping Requiremeents:  Furtheer guidance is always aappreciated. This 
wwould be helppful in ensurring compliannce with thee regulations. 

FF. Book Entry Seccurities: WWe believe tthey shouldd be addres sed the samme as 
ceertificated seecurities. 

34. 	 Iff the Commiission were tto issue any standards foor restrictive legend remooval, what wwould 
be an approppriate level of due diliggence? Shoould any duee diligence requiremennts be 
coompatible wwith current state law ggoverning thhe issuance and transffer of securrities? 
Should the CCommission consider speecific guidellines and reequirements for the revieew of 

6 WWe respectfullyy note that the policies off among issueers requiring prior approvaal or notificattion is 
extremely inconsistent. 
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reepresentationns that a shhareholder iss not an afffiliate of thhe issuer orr is not acting in 
cooordination with other shareholderrs? Why orr why not?? If so, whhat guidelinnes or 
reequirements should be coonsidered? Should the Commissionn consider sppecific guideelines 
annd requiremments regardding transferr agents’ oobligations to review oor determinne the 
ultimate benneficial ownnership of shares, ideentification of control persons of the 
shhareholders, and relationnship of shaareholders to  the issuer, oofficers or eaach other? 

Commennt to # 34: 

WWe do not beelieve that itt is appropriiate for transsfer agents tto act as duee diligence ffirms.  
TThis is not ann existing poortion of the  current bussiness offerinng of any traansfer agentt. We 
do not believe that transfer agents poossess the neecessary skillls and resouurces to engaage in 
duue diligencee activities. 

WWe believe that any duue diligencee activities should be performed eeither by a firm 
sppecializing i n due diligennce or a laww firm with apppropriate eexperience annd qualificattions. 

35. 	 DDo transfer aagents curreently possess detailed aand accuratee informatioon regardingg the 
owwnership hisstory of the securities thhey process?? For exampple, do transsfer agents know 
wwhether the ssecurities theey process wwere ever ow wned by a conntrol personn or other affffiliate 
of the issuer, and for howw long? If soo, how do thhey know thhis?  If transffer agents poossess 
suuch informaation, do theey provide it to other market inteermediaries, such as brroker-
dealers and securities deppositories? If not, shouuld transfer agents be reequired to ddo so? 
HHas the inabiility of brokeer-dealers annd other marrket interme ediaries to obbtain detailed and 
acccurate secuurities ownnership infoformation faacilitated  thhe unlawfull distributioon of 
seecurities? HHas it impaiired secondaary market liiquidity, succh as by makking other mmarket 
inntermediarie s unwilling or less williing to handl e certain seccurities? If so, how caan the 
CCommission address thesse issues? 

Commennt to # 35: 

TThis informattion varies bbased upon mmany factorss including hhow long thhe issuer hass been 
inn existence, aand if the isssuer had prevviously retaiined anotherr transfer ageent. 

Inn some instaances a transsfer agent mmay be the thhird or fourthh transfer aggent to serviice an 
isssuer. A trannsfer agent mmay not havve received rrecords relatting to a certtificate’s ulttimate 
orrigin if that ccertificate wwas issued byy a transfer aagent that waas two (2) aggents7 prior tto the 
cuurrent agent . 

7 An example of tthis would be wwhere the currrent transfer aggent is the thirrd agent to serrvice an issuer;; and a 
question a rises concerni ng a certificatee that was issu ed by the 1st transfer agent for the issuer. If the prior trransfer 
agents aree no longer in operation or the shares wwere issued lonnger ago thann the mandatoory record reteention 
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Inn other situaations, the ttransfer agennt may be tthe original transfer ageent and havve the 
apppropriate paperwork too make a deteermination aas to the origginal ownersship of the shhares. 
Inn situations such as thiss, we have pprovided thiss informationn to brokeraage firms whhen it 
wwas requestedd in order to properly deetermine wheether to acceept a certificaate for depossit. 

TTo the best oof our knowwledge whenn a brokeraage firm is uunable to obbtain satisfaactory 
innformation cconcerning sshare ownersship and histtory, they arre rejecting tthe deposit oof the 
shhares. As aa result, we are unawaree of any situuations wherre the inabillity to obtainn this 
innformation hhas facilitated an unlawfuful distributioon. 

HHowever, wee are awaree of circumsstances wheere sharehollders who hhave owned their 
shhares for exttensive perioods of time hhave been unnable to deposit their shares becausee they 
coould not provide informaation satisfa ctory to the clearing firmm. 

36. 	 Should transffer agents be permitted to rely on tthe written legal opinioon of an attoorney 
unnder certainn circumstancces? If so, what shouldd those circuumstances bbe? For exaample, 
shhould there be requiremments regardding the attoorney’s quaalifications or the attorrney’s 
reelation to thee issuer or innvestor? Is it appropriaate for transffer agents too rely on attoorney 
oppinion letterrs to the exteent the letterrs are basedd on represenntations of tthe issuer orr third 
parties withoout the attorney’s revview of reelevant doccumentation or indepeendent 
verification o f the represeentations? 

Commennt to # 36: 

WWe feel it is aappropriate tto allow trannsfer agents to rely on thhe written leegal opinion of an 
atttorney.  Wee feel this is appropriate because attoorneys are ddeemed to haave qualificaations 
annd expert knnowledge that transfer aagents do noot possess, annd could not possess wiithout 
becoming attoorneys themmselves. Witth respects too judging ann attorney’s qqualificationns, we 
do not believve that transffer agents arre necessarilly qualified tto judge thee qualificatioons of 
atttorneys.  Thhis is best lefft to other atttorneys and the courts.  

Itt should be nnoted that baased upon ouur review of the availablle informatioon, it appearrs that 
OOTC Marketts accepts oopinions fromm all attornneys until tthey have bbeen found to be 
disqualified ffrom conduccting securitiies work. TThen these atttorneys are published oon the 
prrohibited atttorneys list8. 

requirements, that informmation may noo longer be avaailable. 

htttp://www.otccmarkets.com//research/prohhibited‐attorneey 
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WWe would alsso like to noote that we ddo routinely reject opinioon letters froom attorneyss who 
believe have not made apppropriate reepresentationns in their leetters, or havve issued oppinion 
leetters that doo not actuallyy express an opinion. 

37. 	 Should the Commissionn obligate ttransfer ageents to: (i) confirm  thhe existencee and 
leegitimacy of an issuer’s business (foor example bby reviewingg leases for ccorporate offfices, 
ettc.); (ii) obtaain names annd signature  specimens for persons the issuer aauthorizes too give 
isssuance or ccancellation instructionss, together with any ddocuments eestablishing such 
auuthorization;; (iii) conduuct credit annd criminal backgroundd checks forr issuers’ offficers 
annd directorss and shareholders reqq leggend removv tain and confirmuesting al; (iv) obt 
iddentifying innformation ffor sharehollders requeesting legendd removal ((e.g., legal nname, 
adddress, citizzenship); andd/or (v) obbtain and revview publicly-available news articlles or 
innformation oon issuers or principals??  Why or whhy not? 

Commennt # 37: 

WWe do not beelieve that traansfer agentss are in a position to connduct any of the due diliggence 
discussed in iitem # 37.  This would best be left to professioonals and reggulatory ageencies 
thhat specializze in this forrm of investtigation andd due diligennce. Furtheer we believe this 
coould exposee transfer aggents to a leevel of legaal liability tthat could nnot be effecttively 
mmanaged withh the currennt industry ffee structuree. This couuld have an extreme chhilling 
efffect on the eentire industtry. 

38. 	 Should the CCommission enumerate aa non-exhausstive list of “red flags” or other sppecific 
faactors whichh would triggger a duty off inquiry by the transfer agent? Whyy or why noot? If 
soo, which “re d flags” shouuld be includded? 

Commennt to # 38: 

WWe believe thhat this is aa very compllex and onggoing issue. As a resultt, we respecctfully 
reequest that fufurther study be conducteed. 

39. 	 AAre there typpes of securrities or cat egories of ttransactions commenterrs believe shhould 
reequire a hei ghtened levvel of scrutinny or revieww by transfeer agents beefore removving a 
reestrictive leggend or proceessing a trannsfer? If so, which ones and why? What shoulld any 
suuch heightenned scrutiny or review e ntail? For eexample, sh ould the Commission reequire 
addditional diligence requiirements for securities ooffered by isssuers that arre not requirred to 
fiile financialss with the Coommission? Why or whhy not? 

Commennt to # 39: 

WWe believe thhat this is aa very compllex and onggoing issue. As a resultt, we respecctfully 
reequest that fufurther study be conducteed. 
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40. 	 TThe Commisssion is awarre that industtry participaants have sugggested that the Commiission 
prrovide a saffe harbor forr transfer aggents from d direct liabilityy or seconddary liabilityy (e.g. 
aiiding and abbetting) in cconnection wwith an unreegistered distribution off securities if the 
trransfer agennt follows tthe procedurres set out in the safefe harbor cooncerning leegend 
reemoval. Shhould the Coommission immpose such a safe harboor? Why orr why not? If so, 
wwhat should bbe the speciffic conditions of the safee harbor? 

Commennt # 40: 

YYes, we belieeve the Commmission shouuld provide ssuch a safe hharbor. 

41. 	 OOther than ennsuring that tthe removal of restrictivee legends is appropriate and not a mmeans 
too sidesteppinng registratiion requiremments, whatt requiremennts or prohhibitions, iff any, 
shhould the Commissionn consider as additioonal protecttions againnst the unlawful 
distribution oof unregistereed securities? For exampple, should transfer ageents be requirred to 
deliver securiities certificaates directlyy to registereed securityhholders or bee prohibited from 
delivering seccurities certiificates to thhird parties that are nott registered as owners oof the 
ceertificates onn the transferr agents’ boooks? Why oor why not? 

Commennt to # 41: 

WWith respectss to the propposal requiriing that secuurity certific ates can onlly be deliverred to 
thhe registeredd owners and not third pparties, we wwould like tto respectfuully point ouut that 
thhere are nummerous situations where tthat could caause unintennded problemms. 

For example,, we have wworked with attorneys att law firms rrepresentingg trusts, estattes or 
disabled persoons who would no longeer be able to receive the securities ceertificates. 

AAnother exammple of this could be coompanies thaat are particiipating in prrivate placemments 
orr mergers whhere the certtificates are tto be deliverred to law fi rms handlinng the closingg. 

WWe have alsoo worked wiith broker/deealers who aare assisting  clients and wish to havve the 
ceertificates deelivered to thheir offices. 

WWe believe thhat this issuee may be moore complex than it initiaally appears , and respecctfully 
reecommend ffurther studyy. 

43. 	 TThe Commis sion’s staff understandss that transfeer agents maay receive compensatioon in-
kind in the ff uurities of thh at hired the agent to re rorm of sec e issuer tha emove restrictive 
leegends. Doees this createe additional oor different rrisks than if the transfeer agent weree paid 
inn cash? If sso, should thhe Commissiion limit traansfer agentss’ acceptancce of securit ies as 
payment for services rellated to pennny-stock ssecurities orr small issuuers, or acquuiring 
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shhares of the issuers theyy are serviciing throughh other meanns, such as gift or purcchase? 
WWhy or why nnot? 

Commennt to # 43: 

WWe believe thhat acceptin g securities of client coompanies as payment forr services haas the 
potential to create a coonflict of iinterest, thaat if not adddressed prroperly coulld be 
prroblematic9. Howeverr, we do nnot believe that acceppting securiities as payyment 
auutomaticallyy creates a conflict of interest.  WWe believe that acceptting securitiies as 
payment creaates a level of regulatoory risk that t is unnecesssary and unnacceptable. We 
believe that thhe current reegulations addequately adddress these iissues. 

HHowever in ccertain circuumstance it mmay be appr opriate or accceptable foor a transfer agent 
too invest in a client comp any. 

45. 	 Should the CCommission require traansfer agentss to maintaain, implemeent, and ennforce 
wwritten compliance and/oor supervisorry policies aand procedurres, similar tto those reqquired 
of broker-deaalers?  Whyy or why noot? If so, wwhat policiees and proceedures shouuld be 
reequired?  Shhould the Coommission reequire transffer agents too disseminatte written poolicies 
annd procedurees to all empployees of thhe transfer aagent on an annual or seemi-annual bbasis? 
WWhy or why nnot? Please explain. 

Commennt to # 45: 
CCurrent regullations requiire transfer aagents to maaintain a Pollicies and Prrocedures mmanual 
thhat they are required to follow. As a result, we  believe thatt this item iss already covered 
inn existing reegulations. WWith respects to the queestion of disssemination of the manuual to 
alll employeees, that wouuld seem to be a good business prractice if a transfer ageent is 
atttempting to  maintain coompliance wwith the rules and regulattions. 

46. 	 Should the CCommission aadopt rules rrequiring reggistered trannsfer agents to designatte and 
iddentify a chiief compliannce officer?  Why or wwhy not? If so, should the Commiission 
addopt rules ggoverning thhe reportingg lines and relationshipps of the cchief complliance 
officer? Shoould the chieef compliancce officer bee required too file an annnual complliance 
reeport with tthe Commis sion? Whyy or why noot? If so, wwhat informmation shouuld be 
inncluded in thhe annual commpliance repport? 

MMountain Sharee Transfer has never accepte d securities of f a client comp any as paymennt for services under 
the currennt ownership oof the companny, and to thee best of our kknowledge, thhe prior ownerrs of the firm never 
accepted aany client secu rities as paymeent for servicess. 

20330 Powers Ferr y Road  Suite 2212 Atlanta  GGA. 30339 Offffice (303)-460 -1149 Fax  (4004)-816-8830 

9 

http:haretransferr.com


y

b

 

 

 

 

 

 

 

 

 

 

 

   

 

 

 

 

 

 

  

 

 

  

 

 

 

 

 

 

  

 

 

 

 

 

 

  

 

 

 

 

 
 

 

 

 
 

wwww.mountains haretransferr.com 

Commennt to # 46: 

WWe believe thhat requiringg a chief commpliance offfficer would place small er transfer aagents 
att a competittive disadvanntage. We bbelieve that adopting ruules governinng reportingg lines 
annd relationshhips of a chiief compliannce officer wwould again place small er transfer aagents 
att a competiitive disadvaantage. Thhe filing of an annual compliancee report witth the 
CCommission would placce an unneccessary and unfair costt burden onn smaller traansfer 
aggents. 

47. 	 Should the CCommission require transfer agents tto undertakee security chhecks or  coonfirm 
reegulatory annd employmeent history ffor employe es, certain tthird-party sservice provviders, 
annd associated persons, aand to requirre certain emmployees of registered transfet r agennts to 
reegister with the Commisssion?  Why or why not?? What wouuld be the coosts, benefitss, and 
buurdens assocciated with ssuch a requiirement?  WWhat challengges does thee trend towarrd the 
ouutsourcing aand offshorring of certtain aspects of transferr agents’ fuunctions posse for 
ennsuring commpliance witth such a reqquirement? PPlease providde a full expplanation. 

Commennt # 47: 

TThe current rregulations rrequire transsfer agents too finger prinnt employeees ad submitt their 
fiingerprints tto FINRA. This doess result in aa criminal background check on those 
emmployees. WWe do belieeve that incrreased regullatory requirrements in thhis area couuld be 
very cost prohhibitive for ssmaller transsfer agents. 

48. 	 Should the CCommission rrequire transsfer agents tto obtain cerrtain informaation conceerning 
thheir issuer clients, cllients’ secuurityholders and their accounts, and secuurities 
trransactions?  Why or whhy not? Pleease explain and providee supportingg evidence wwhere 
appplicable. SShould transffer agents bee required to perform a foorm of due diligence onn their 
cllients and the transactionns they are aasked to facillitate, similaar to the knoow-your-custtomer 
reequirements applicable tto broker-deaalers? Shouuld transfer aagents be reqquired to ob tain a 
liist of all affiiliates of theeir issuer cliients—incluuding currentt and formerr control perrsons, 
prromoters, annd employeees—and to take speciall precautionnary steps wwhenever theey are 
assked to proccess transacttions for thesse affiliates? 

Commennt to # 48: 

WWe do not bbelieve that this would be practicall to implem ment for a vaariety of reaasons. 
Principally, wwe believe iit would be too easier for an issueer or sharehholder to prrovide 
inncomplete oor inaccuratee informatioon, and virtuually impos sible for a transfer ageent to 
verify what itt has receiveed. 

49. 	 Should the Commissioon require transfer aagents to maintain ooriginals of all 
coommunicatioons receivedd and copiess of all commmunicationss sent (incluuding both paper 
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annd electroniic communiccations) to oor from thee transfer aggent related to its busiiness? 
WWhy or why nnot? Please explain. 

Commennt to # 49: 

WWe do not believe it is practical to maintain orriginals of aall communiications receeived. 
TThis would bbe an overwwhelming buurden on traansfer agentss. We belieeve that in some 
innstances therre may be aa large volumme of commmunication thhat could bee unrelated tto the 
prrocess of traansactions orr items as sppecified in thhe regulationns. We migght find oursselves 
inn a position wwhere we arre required too maintain ccopies of commmunicationn unrelated tto our 
duuties.  A pottential unfor eseen conse quence of thhis is that it ccould dramaatically reducce the 
use of email or other forrms of writteen communiication that is mutually beneficial tto the 
trransfer agentt and client. 

WWe do believve that apprropriate elecctronic copiies are suffiicient to sattisfy the reqquired 
need. 

51. 	 HHow have traansfer agentss’ data gatheering and reteention practiices evolvedd in recent yyears? 
DDo transfer a gents collec t more or diifferent type s of informaation than inn the past? What 
new risks, if any, have aarisen as a result of theese changess? Are therre some typpes of 
innformation ccollected byy transfer ag ents that aree more valuuable to cybber-attackerss than 
otthers, or thaat could cauuse more harrm to inves stors or the markets if ddisclosed? If so, 
please specifyy. Do transfer agents cuurrently havve special prrotocols to pprotect their most 
seensitive info rmation? If not, should the Commiission requirre them to doo so? 

Commennt to # 51: 

WWe believe newer technoology has maade it easier tto gather or collect inforrmation.   

52. 	 HHave transferr agents expeerienced inteernal or exterrnal access bbreaches, intternal or extternal 
frraud or abusee, or other isssues associaated with creeating, accesssing, controolling, alterinng, or 
seecurely storiing issuer orr investor infformation orr data, incluuding securittyholders’ prrivate 
acccount info rmation andd other privvate personnal informaation, whethher electronnic or 
ottherwise? Iff so, please ddescribe the nnature, exteent, and resoolution of succh problems . 

Commennt to # 52: 

MMountain Shhare Transfer has neverr experienceed a securityy breach or other attemmpt at 
frraud of any nnature as desscribed in iteem 52.   

58. 	 Should the CCommission impose speccific cyberseecurity standdards for traansfer agentts? If 
soo, what shouuld they be, aand what staandard wouldd be approprriate? Shoulld these stanndards 
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vary dependinng on the sizze of the traa or the naturr e of the services it nsfer agent o e and scope i 
prrovides? Do commenteers believe RReg SCI or Reg SDR pprovide an aappropriate mmodel 
foor potential transfer agent rules adddressing cybbersecurity isssues? Whyy or why noot? If 
soo, which asppects of Reg SCI or Regg SDR mighht be most apppropriate giiven the actiivities 
of transfer aggents? Are thhere other mmodels that mmight be apppropriate forr the Commiission 
too consider wwhen develooping cyberssecurity rules for transfeer agents? RRegardless oof the 
frramework uutilized, shoould the CCommission consider requiring ccertain miniimum 
cyybersecurityy protocols, ssuch as practticing good ccyber hygienne, patching  critical sofftware 
vuulnerabilities, and usingg multi-factoor authenticaation? Shouuld the Commmission reequire 
trransfer agentts to implemment heightenned securityy protocols for their moost sensitive data? 
Iff so, which data would merit speciaal protectionn, and whatt form shoulld that proteection 
taake? Please provide a fuull explanatioon. 

Commennt to # 58: 

WWe believe thhat this is ann issue best determined by completiion and the free market . We 
do not believee the Commmission shoulld regulate thhis issue.  WWe believe thhat item 58 wwould 
crreate an unddue cost burdden on small er transfer aagents. 

59. 	 Should the Commissionn require trransfer agennts to demmonstrate a certain levvel of 
opperational ccapacity, suuch as IT governance and manaagement, caapacity plannning, 
coomputer opperations, deevelopment and acquissition of sooftware andd hardware,, and 
innformation s ecurity?  Whhy or why noot? If so, whhat requiremments shouldd the Commiission 
coonsider? Foor example, wwould it be aappropriate tto require traansfer agentts to adopt wwritten 
prrocedures cooncerning alll business seervices perfoormed by, aand IT and otther systemss used 
byy, the transffer agent? SShould the rrequirementss be differennt dependinng on whetheer the 
trransfer agentt uses propriietary systemms or contraacts with outside parties for some or all of 
thheir services  or IT and oother systemms? Should the requiremments be diffferent depennding 
onn the size oof the transsfer agent orr the scope of its activvities?  Pleaase provide a full 
exxplanation. 

Commennt to # 59: 

WWe believe thhat this is ann issue best determined by the free market and competitionn; and 
thherefore shouuld not be reegulated by tthe Commis ssion. Addittionally, we bbelieve that these 
reequirements could createe a very highh cost burdenn on smaller transfer agennts. 

Iff the Commission were to impose rrequirementss on this itemm, then we believe thatt they 
shhould differeent dependennt on the sizee of transfer agent, and itts scope of itts activities. 

60. 	 Iff the Commiission proposses a rule reqquiring transsfer agents too maintain aa written bussiness 
coontinuity or disaster recoovery plan, wwhat, if any,, items shouuld be requirred to be inc luded 
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inn the plans iin order to aaccomplish bbusiness conntinuity and disaster recoovery objecttives?  
Please providde a full expl anation. 

Commennt to # 60: 

WWe believe tthat it is moore appropriiate and impportant to h have a businness continuiity or 
disaster recovvery plan thhan it is to rrequire the ddisclosure o f financial sstatements bby the 
trransfer agentts. This is bbecause the ultimate go al should bee the fulfillinng of the traansfer 
aggent functions, and if foor some reas on the trans fer agent waas no longerr able to funcction; 
thhen the abil ity of a preedetermined successor aagent to asssume those duties or foor the 
isssuers to movve to a new transfer agennt of their chhoice becommes the objecctive. We beelieve 
thhat there shoould be further study on tthe items inccluded in a bbusiness conntinuity plan.. 

68. 	 Should the Commission rrequire transsfer agents too have a minnimum level  of cyberseccurity 
prrotection, annd if so, whhat should tthose levels be? Shouuld the Commmission proohibit 
inndemnificati on of transffer agents byy issuers foor liability fofor losses duue to the aggents’ 
cyybersecurityy weaknessess? Why or wwhy not? 

Commennt to # 68: 

WWe believe thhat due to thhe fast changging nature oof the internnet and cyberrsecurity inddustry 
thhat this is ann issue best ddetermined bby competitiion and the ffree market. We believe that 
thhe existing regulations for maintaiining client records require a level of clientt data 
prrotection thaat requires addequate prottection and rrecord backuup should theere be an issue. 

AAdditionally, we see a pootential for thhe Commisssion to set a minimum leevel of proteection 
thhat eventual ly becomes outdated orr inadequatee; yet manyy transfer aggents wouldd only 
mmaintain the minimum leevel set by thhe Commisssion and inaddvertently exxpose themsselves 
too data loss. 

69. 	 Should the C ommission rrequire transsfer agents too maintain mminimum inssurance covverage 
foor operationnal risks ass ociated withh transfer aggent operatiions and seervices, incluuding 
cyybersecurityy losses?  Whhy or why nnot? Shouldd the level annd type of c coverage be bbased 
onn the transfefer agent’s p articular circcumstances?? If so, whhat requiremments and levvel of 
cooverage wouuld be approppriate for whhat circumsttances? 

Commennt to # 69: 

WWe believe thhat insuranc e coverage iis an item thhat is best deetermined byy the free market. 
TTherefore wee do not bellieve that thhe Commissiion should mmandate inssurance coveerage. 
WWe do believe that anyy coverage sshould be bbased on thhe transfer aagent’s partiicular 
ciircumstance . We believve that it is best to let thee industry deetermine the level of covverage 
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annd the items covered. 

74. 	 SShould the Commissionn eliminate the currentt exemptionn in Rule 17Ad-4 for small 
trransfer agentts? Why or why not? HHave circumsstances in thhe industry cchanged suchh that 
thhe original raationale for tthis exempti on should bee reconsiderred? Should the Commiission 
taake into acccount the si ze of a trannsfer agent,,  or any othher measuree, in determmining 
wwhether the ccurrent exemmption is apppropriate?  WWhy or whhy not? Pleaase provide a full 
exxplanation. 

Commennt to # 74: 

WWe do not beelieve the cuurrent exempption for smmall transfer agents shouuld be eliminnated. 
WWe believe thhat many of the new prooposed regullations will create signifficant burdeens on 
smmaller transsfer agents, which couuld lead too many of them ceasing operatioons10. 
TTherefore it may be wo rthwhile to consider reevising the tthreshold orr definition of an 
exxempt agentt. 

85. 	 Should the C ommission aamend Rule 17Ad-16 (nnotice of assuumption)? WWhy or whyy not? 
Iff so, what ammendments sshould be coonsidered, annd why? Iss the informmation requireed by 
RRule 17Ad-1 6 already pprovided to the industryy, including DTC? If yes, how iss that 
innformation bbeing providded to the inndustry? Is tthere an inddustry stand ard for electtronic 
coommunicatioons of these changes? Please providde a full expplanation. 

Commennt to # 85: 

WWe believe thhat the TA1 7ad16 notice should be revised to eexpand the information being 
prrovided or fofor the situatiions in which it is used. 

90. 	 GGiven that traansfer and otther requestss now often iinvolve the hhighly autommated proceessing 
of book-entrry securitiess rather thaan manual processing of certificaates, shouldd the 
CCommission modify or eeliminate thee turnaroundd and proceessing requirrements of RRules 
17Ad-1 and 17Ad-2? WWhy or why not? For exxample, is tthe distinctioon between items 
reeceived befoore noon annd items recceived after noon still relevant givven that thee vast 
mmajority of rrequests aree now receivved and reesponded to electronicallly?  Shoulld the 
CCommission shorten thhe timeframme for fulfiilling instruuctions andd/or increasee the 
percentage off transfer innstructions thhat must bee fulfilled wwithin those timeframes each 
mmonth? Whyy or why not?? 

10 Inndividually anyy number of tthe new propoosals could onn their own ccreate a signifficant expensee for a 
smaller traansfer agent. Therefore it mmight make seense to have ddifferent triggeer points for e xiting exempt agent 
status. 
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Commennt to # 90: 

WWe do not beelieve that thhe turnarounnd processingg requiremennts should bbe eliminatedd. We
believe that the distinctiion of itemss being receeived after noon is stilll relevant. This 
becomes appllicable whenn issuers are in a differennt time zone than the trannsfer agent11. 

92. 	 AAre commennters aware of instancees where seecurityholderrs or brokerr-dealers ccannot 
determine whhether their securities have been prrocessed by transfer ageents, despitte the 
reequirements of Rule 177Ad-5? If sso, please deescribe any such instannces and inddicate 
wwhat requiremments, if anny, the Commmission shoould consideer to addresss such instaances. 
For examplee, should thhe Commisssion expandd the definnition of “iitem” to innclude 
prresentation by both inddividual invvestors and broker-deaalers or othher intermeddiaries 
accting on beehalf of indiividual inveestors and rrequire trannsfer agents to report tto the 
prresentor of aan item the sstatus of anyy item for trransfer not pprocessed wwithin the reqquired 
timeframes?  Why or whyy not? 

Commennt to # 92: 

WWe are not aware of aany circumsstances werre a brokerr/dealer has been unabble to 
determine in an item has been processed. 

94. 	 DDo commentters believe there are pproblems asssociated witth transfer aagents failinng to 
efffect or reje ct transfer innstructions wwithin a reaasonable tim e? Should the Commiission 
ammend the rulles to definee what informmation or doocumentationn is requiredd and from wwhom 
itt must be recceived to connstitute good order? Sh h ommission aamend the ruules tod ould the Co 
define the terrms “reject” or “rejectionn” in conneection with trransfer instrructions? WWhy or 
wwhy not? Sh ould transferr agents be required to ccommunicatte the specifiic reasons wwhy an 
innstruction was not a goood order? S hould transffer agents bee required too buy-in secuurities 
(oor take otherr corrective action to saatisfy transfeer instructionns that were received in good 
orrder but noot completedd after a speccific period of time)?  IIf so, shouldd the requireement 
appply broadlyy or be limiteed to specificc conditions?? Please expplain. 

Commennt to # 94: 

WWe do not beelieve that there is not a nneed for neww proposed rregulations rrelated to itemm 94. 

WWe believe thhat if a transsfer is rejecteed, then the presenter off the securitiies should reeceive 
prroper noticee that explainns why it waas rejected, aas well as thhe necessary corrective aaction 
inn order to haave it properlly processedd. 

11 MMountain Sharee Transfer is loccated in the eaastern time zonne. It is not unncommon for oour office to reeceive 
a request aafter 5:00pm f rom a west coaast client. 
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WWe do not beelieve that trransfer agennts should bee buy-in seccurities.  This would creeate a 
leevel of finanncial risk thhat would bee very difficcult to mannage and woould raise feees to 
isssuers and shhareholders ddramaticallyy. 

96. 	 GGiven that mmost securityyholders no longer receeive paper ccertificates evidencing their 
holdings, shoould the Commmission reqquire transfeer agents to provide seccurityholderss with 
ann account statement withh specific deetails for eacch transactiion that occuurred with reespect 
too each securrityholder’s aaccount? Iff so, how aand how ofteen should suuch statemennts be 
prrovided and what informmation shoulld be includeed? Please ddescribe. 

Commennt to # 96: 

WWe respectfuully requestt that any requirementt to providee statement s to book entry 
shhareholders address issuues and requirement con ncerning dormmant, and abbandoned isssuers. 
For example,, would a trransfer agennt be requireed to send out periodicc statementss to a 
shhareholders of an issuer that has been abandonedd or ceased ooperations? This requireement 
coould producee a significannt cost burdeen on transfeer agents. 

99. 	 Inn light of inncreased obliigations undder federal l aw for certaain issuers tto ascertain their 
seecurityholdeers’ identitiess and the barrriers to doinng so create ed by the streeet name syystem, 
ass discussed above in SSection III.BB, should thhe Commisssion require entities thaat are 
reegulated by the Commisssion, includding brokerss, banks, or others whoo provide traansfer 
annd recordkeeeping servvices to beeneficial owwners, to pprovide or “pass throough” 
seecurityholdeer informatioon to transferr agents? Iff so, what tyype of inforrmation shouuld be 
prrovided and how shouldd it be transmmitted? Whaat would bee the effect oon the actionns and 
chhoices of aaffected parrties, includding transferr agents, bbanks and brokers, is suers, 
reegistered owwners, and beeneficial ownners? Pleasee provide a fufull explanatiion. 

Commennt to # 99: 

WWe are unclear as to howw this would be impleme ented in pracctice, as transsfer agents ddo not 
mmaintain reccords relatinng to beneeficial ownners holdingg securitiess in streetnname.  
AAdditionally, a portion oof this inforrmation cann already bee obtained through a NNOBO 
(nnon-objectioonal beneficial owners) liist. 

105. 	 Should the Coommission rrequire that ttransfer agennts provide mmore detailedd information on o 
Form TA-2 aabout the typpe of issuerss they are seervicing andd the types of work theey are 
performing foor those issuuers? Why oor why not? For examplle, should Foorm TA-2 innclude 
innformation rregarding wwhether a traansfer agennt is servicinng investmeent companiies or 
pension planss? Why or wwhy not? WWould this innformation bbe helpful to issuers whoo seek 
sppecific skillss  or experieence from thheir transferr agent? Shhould Form TA-2 requirre the 
disclosure of the name oof each issueer serviced duduring the repporting periood? Why orr why 
not? What would be the benefitts, costs, oor burdens associated with any such 
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reequirements?? Are theree already fr eely availabble sources ffor this infoormation? PPlease 
prrovide empirrical data, if any. 

Commennt # 105: 

WWe do not beelieve that thhere is a meeaningful neeed to expandd the level oof informatioon on 
TTA-2 as discuussed in itemm # 105. WWe feel that thhere are morre effective methods, suuch as 
itts web site, ffor a transfeer agent to ddisseminate tthe informattion concernning the natuure of 
thhe issuers it service. 

WWe do agree that this infformation coould be benneficial for isssuers. Howwever, we ddo not 
believe the TAA-2 is the beest way to prrovide it. 

WWe do not beelieve that trransfer agennts should bee required too disclose thheir clients aand/or 
thhe issuers thhat they servvice. This is proprietaary informat tion, the disclosure of wwhich 
coould be detriimental to thhe agents bussiness. 

123. 	 WWhat servic es, if any,, do commmenters antticipate trannsfer agents providingg for 
crrowdfundingg issuers? HHow do commmenters antticipate transsfer agents wwill complyy with 
thheir recordkeeeping, safegguarding, an d other requuirements in the contextt of crowdfunnding 
seecurities? DDoes the enttry of transfefer agents intto the crowwdfunding sppace pose neew or 
addditional riskks for the prrompt and aaccurate setttlement of ssecurities traansactions? What 
arre these riskss, should thee Commissi on address thhem, and, if so, how? 

Commennt # 123: 

WWe believe that transferr agents wiill be proviiding normaal transfer aagent servicces to
coompanies invvolved in croowd fundingg. 

124. TTransfer ageents have trraditionally assessed fefees on a pper sharehoolder basis. Do 
coommenters believe trannsfer agentss are likelyy to imposee a per shhareholder fee in 
coonnection wwith crowdfunnding issuannces? If so, is a per-shaareholder feee appropriatte? If 
not, what other kinds of ff gged, and wouuld they be appropriate?e ees are likel y to be char ? 

Commennt # 124: 

MMountain Shhare Transferr does not aanticipate asssessing croowd funded companies a fee 
based upon thhe number o f shareholdeers. 

WWe believe thhat the transsfer agent inndustry will uultimately ooffer compet ing fee strucctures 
too service croowd funded ccompanies thhat are varieed and basedd upon comppetition in the free 
mmarket. 
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150. 	 DDo the transsfer agent rules accommplish the Commissionn’s regulatoory objectivees of 
prrotecting invvestors, proomoting the prompt andd accurate cclearance annd settlemennt of 
seecurities trannsactions, annd evaluating transfer aggents’ abilityy to performm their funcctions 
prroperly? Whhy or why n ot?  Please pprovide a fulll explanationn. 

Commennt to # 150: 

WWe do believe that the cuurrent rules aaccomplish thhe stated reggulatory objeectives. There are 
cllearly statedd turnarounnd requiremments that aare designedd to accommplish this these 
obbjectives. 

151. 	 DDo the currennt transfer aggent rules addequately adddress the innterests of is suers? If nnot, in 
wwhat ways doo they not adddress issuerss’ interests aand should thhey?  Why aand in what wway? 

Commennt to # 151: 

WWe believe thhe current traansfer agent rrules adequaately address the interestss of issuers. 

152. 	 DDo the curreent transfer agent ruless adequatelyy address thhe interests of other mmarket 
participants?  If not, in wwhat ways ddo they not aaddress thosse interests aand should they? 
WWhy and in wwhat way? 

Commennt to # 152: 

WWe believe that the cuurrent rules adequately address thhe interests of other mmarket 
participants. We belieeve that addequately aaddressing tthe needs oof other mmarket 
participants iis a functionn of providiing quality customer seervice and rresponding tto the 
needs of thesee participantts. 

156. 	Should the CCommission propose different ruless for differeent types off transfer aagents 
depending onn the particuular issuer tyype, asset cllass, or markket segmentt serviced bby the 
trransfer agentt? Why or wwhy not? 

Commennt to # 156: 

WWe believe thhat this item requires furrther discussiion and studdy. 

157. 	 WWhat fees doo transfer aggents assess with respecct to processsing DRS innstructions? How 
annd to whomm are such feees assessedd? Do commmenters beliieve the Coommission shhould 
coonsider reguulating such ffees in somee manner? Iff so, why annd how? Pleease explain. 
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Commennt to # 157: 

WWe believe thhat this is ann issue best left to be deccided by a coompetitive mmarket and shhould 
not be regulatted 

158. 	 DDo transfer aggent fees varry, dependinng upon the aasset class o of the securitty serviced bby the 
trransfer agentt? If so, howw do they vaary? To whaat extent doe es competitioon among traansfer 
aggents constraain such feess, and what iis the evidennce? Shouldd the Commiission requirre that 
anny such feees be fair aand reasonaable? Whyy or why nnot? Pleasse provide aa full 
exxplanation. 

Commennt to # 158: 

WWe believe thhat competition among ttransfer agennts constrainns fees and kkeeps them wwithin 
a moderately reasonable bband. 

159. 	 WWhat, if any, are the probblems in the marketplacee today with respect to thhe role of traansfer 
aggents and coorporate actiions? Shoulld the Commmission proppose rules ggoverning traansfer 
aggent service s provided iin connectioon with corpporate actionns? Why or  why not? If so, 
wwhich types of servicess provided in connectiion with coorporate acttions shouldd the 
CCommission consider reggulating? 

Commennt to # 159: 

WWe do not beelieve that neew regulationns are requirred on this toopic. 

160. 	Should the Commissioon propose rules reququiring stanndardized  corporate acctions 
prrocessing as  a method too facilitate coommunicatioons among mmarket partiicipants? WWhy or 
wwhy not? If sso, what are the primaryy market issuues that suchh a standardiization progrram is 
liikely to addrress? Woulld there be aany market issues that such a standdardized proogram 
wwould not be able to addrress? Please explain. 

Commennt to # 160: 

WWe do not beelieve that neew regulationns on this toopic are requuired. 

163. 	Iss the role thaat transfer aggents play inn the proxy pprocess usefuful for efficieent, accuratee, and 
tiimely commmunications bbetween issuuers and theiir securityhoolders? In liight of commments 
prreviously recceived by thhe Commissiion in connecction with i its concept reelease conceerning 
thhe proxy proocess, are theere additionaal concerns rregarding coonsolidation in the markeet? If 
soo, please desscribe any suuch concernss. 
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Commennt to # 163: 

WWe believe tthe role of ttransfer agennts in the pproxy processs is useful for efficiennt and 
acccurate communication bbetween issuuers and secuurityholderss. 

164. 	Inn connectionn with conssiderations oof transfer agents’ rolee within thee National C&S 
System, do ccommenters believe the creation off an SRO fofor transfer aagents wouuld be 
useful or app ropriate?  WWhy or why nnot? If so, wwhat shouldd the scope oof the purvieew of 
suuch an SRO be, and whaat should thee SRO be tassked with? PPlease explaain. 

Commennt to # 164: 

WWe do not beelieve that tthere should be a SRO for transfer agents.  Wee believe thaat the 
cuurrent and prroposed reguulations adeqquately coveer the requireements for aa transfer ageent. 

AAdditionally we would liike to point oout that the number of ttransfer agennts in existennce is 
liikely to be iinsufficient to support aa SRO for tthe transfer agency induustry.  Therre are 
appproximatelyy 300 regisstered transffer agents, compared tto slightly mmore than 44,000 
reegistered brooker/dealers . Furthermoore we belieeve the totall employmeent in the traansfer 
aggent industryy is a small fraction of tthat in the brroker/dealer industry. WWe do not beelieve 
thhe size of thee transfer ag ent industry would suppport a SRO. 

Iff a SRO waas created foor the transffer agent inddustry, we bbelieve it wwould most llikely 
reesult in a drramatic reduuction in thhe number oof transfer aagents, and increase thee cost 
buurden on thee remaining agents. Furrthermore wee believe thee creation off a SRO wouuld be 
a significant barrier to eentry for neew transfer agents. Booth of thesee concerns wwould 
drramatically llimit the commpetition onn the transferr agent indusstry. 

We veryy much apprreciate the oopportunity to have subbmitted commments on thhe proposedd new 
regulations. 

Sincerelyy, 

Erik S. NNelson, 
Presidentt 
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