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UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION
December 1, 2006

ADMINISTRATIVE PROCEEDING
File No. 3-12492

In the Matter of

P ORDER INSTITUTING
Exprofuels, Inc., : PROCEEDINGS AND NOTICE
Oilex, Inc., : OF HEARING PURSUANT TO
Windsor Acquisition Corp., and : SECTION 12(j) OF THE
Zeros USA, Inc., : SECURITIES EXCHANGE ACT
: OF 1934

Respondents.

I.

The Securities and Exchange Commission (“Commission”) deems it necessary
and appropriate for the protection of investors that public administrative proceedings be,
and hereby are, instituted pursuant to Section 12(j) of the Securities Exchange Act of
1934 (“Exchange Act”).

II.
After an investigation, the Division of Enforcement alleges that:
A. RESPONDENTS

1. Exprofuels, Inc. (CIK No. 1034651) is a void Delaware corporation
located in San Antonio, Texas with a class of equity securities registered with the
Commission pursuant to Exchange Act Section 12(g). Exprofuels is delinquent in its
periodic filings with the Commission, having not filed any periodic reports since it filed a
Form 10-QSB for the period ended May 31, 1998, which reported net losses of $684,389.

2. Oilex, Inc. (CIK No. 1020333) is a revoked Nevada corporation located in
Houston, Texas with a class of equity securities registered with the Commission pursuant
to Exchange Act Section 12(g). Oilex is delinquent in its periodic filings with the
Commission, having not filed any periodic reports since it filed a Form 10-QSB for the
period ended September 30, 1997, which reported a net loss of $1.3 million for the prior
three quarters. As of November 29, 2006, the company’s common stock (symbol
“OLEX?”) was traded on the over-the-counter markets.
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3. Windsor Acquisition Corp. (CIK No. 1096115) is a void Delaware
corporation located in Richardson, Texas with a class of equity securities registered with
the Commission pursuant to Exchange Act Section 12(g). Windsor is delinquent in its
periodic filings with the Commission, having not filed any periodic reports since it filed a
Form 10-SB registration statement on October 1, 1999, which reported $500 in assets and
no revenue.

4. Zeros USA, Inc. (CIK No. 1042907) is a Texas corporation located in
Houston, Texas with a class of equity securities registered with the Commission pursuant
to Exchange Act Section 12(g). Zeros is delinquent in its periodic filings with the
Commission, having not filed a periodic report since it filed a Form 10-QSB for the
period ended June 30, 1998.

B. DELINQUENT PERIODIC FILINGS

S. As discussed in more detail above, all of the respondents are delinquent in
their periodic filings with the Commission (see Chart of Delinquent Filings, attached
hereto as Appendix 1), have repeatedly failed to meet their obligations to file timely
periodic reports, and failed to heed delinquency letters sent to them by the Division of
Corporation Finance requesting compliance with their periodic filing obligations or,
through their failure to maintain a valid address on file with the Commission as required
by Commission rules, did not receive such letters.

6. Exchange Act Section 13(a) and the rules promulgated thereunder require
issuers of securities registered pursuant to Exchange Act Section 12 to file with the
Commission current and accurate information in periodic reports, even if the registration
is voluntary under Section 12(g). Specifically, Rule 13a-1 requires issuers to file annual
reports (Forms 10-K or 10-KSB), and Rule 13a-13 requires issuers to file quarterly
reports (Forms 10-Q or 10-QSB).

7. As a result of the foregoing, Respondents failed to comply with Exchange
Act Section 13(a) and Rules 13a-1 and 13a-13 thereunder.

11K

In view of the allegations made by the Division of Enforcement, the Commission
deems it necessary and appropriate for the protection of investors that public
administrative proceedings be instituted to determine:

A, Whether the allegations contained in Section II are true and, in connection
therewith, to afford the Respondents an opportunity to establish any defenses to such
allegations; and, '

B. Whether it is necessary and appropriate for the protection of investors to
suspend for a period not exceeding twelve months, or revoke the registration of each
class of securities of the Respondents identified in Section II registered pursuant to
Section 12 of the Exchange Act.




IV.

IT IS HEREBY ORDERED that a public hearing for the purpose of taking
evidence on the questions set forth in Section III hereof shall be convened at a time and
place to be fixed, and before an Administrative Law Judge to be designated by further
order as provided by Rule 110 of the Commission’s Rules of Practice [17 C.F.R. §
201.110].

IT IS HEREBY FURTHER ORDERED that Respondents shall file an Answer to
the allegations contained in this Order within ten (10) days after service of this Order, as
provided by Rule 220(b) of the Commission’s Rules of Practice [17 C.F.R. § 201.220(b)].

If a Respondent fails to file the directed Answer, or fails to appear at a hearing
after being duly notified, the Respondent may be deemed in default and the proceedings
may be determined against them upon consideration of this Order, the allegations of
which may be deemed to be true as provided by Rules 155(a), 220(f), 221(f), and 310 of

the Commission’s Rules of Practice [17 C FR. §§ 201.155(a), 201.220(f), 201.221(%),
- and 201.310].

This Order shall be served forthwith upon Respondents personally or by certified
or Express Mail, or by other means permitted by the Commission’s Rules of Practice.

IT IS FURTHER ORDERED that the Administrative Law Judge shall issue an
initial decision no later than 120 days from the date of service of this Order, pursuant to
Rule 360(a)(2) of the Commission’s Rules of Practice [17 C.F.R. § 201.360(a)(2)}.

In the absence of an appropriate waiver, no officer or employee of the
Commission engaged in the performance of investigative or prosecuting functions in this
or any factually related proceeding will be permitted to participate or advise in the
decision of this matter, except as witness or counsel in proceedings held pursuant to
notice. Since this proceeding is not “rule making” within the meaning of Section 551 of
the Administrative Procedure Act, it is not deemed subject to the provisions of Section
553 delaying the effective date of any final Commission action.

By the Commission.

, - Nancy M. Morris
' Secretary

Attachment | ‘ %(/%( %ﬂfﬂ/

| . By: Jill M. Peterson
S Assistant Secretary




Company Name

Exprofuels, Inc.

Appendix 1

Chart of Delinquent Filings
Exprofuels, Inc., et al.

Form Type

- 10-KSB
10-OSB
10-OSB
10-OSB
10-KSB
10-OSB
10-OSB
10-OSB
10-KSB
10-OSB
10-OSB
10-OSB
10-KSB
10-OSB
10-QSB
10-OSB
10-KSB
10-OSB
10-OSB
10-OSB
10-KSB
10-OSB
10-OSB
10-OSB
10-KSB
10-OSB
10-OSB
10-OSB
10-KSB
10-OSB
10-OSB

Period
Ended

08/31/98
11/30/98
02/28/99
05/31/99
08/31/99
11/30/99
02/29/00
05/31/00
08/31/00
11/30/00
02/28/01
05/31/01
08/31/01
11/30/01
02/28/02
05/31/02
08/31/02
11/30/02
02/28/03
05/31/03
08/31/03
11/30/03
02/28/04
05/31/04
08/31/04
11/30/04
02/28/05
05/31/05
08/31/05
11/30/05
02/28/06

11/30/98
01/14/99
04/14/99
07/15/99
11/29/99
01/14/00
04/14/00
07/17/00
11/29/00
01/16/01
04/16/01
07/16/01
11/29/01

01/14/02

04/15/02
07/15/02
11/29/02
01/14/03
04/14/03
07/15/03
12/01/03
01/14/04
04/13/04
07/15/04
11/29/04
01/14/05
04/14/05
07/15/05
11/29/05
01/16/06
04/14/06

Date

Not filed
Not filed
Not filed
Not filed
Not filed
Not filed

«Not filed

Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not fited
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not fited
Not filed
Not filed
Not filed
Not filed
Not filed
Not fited
Not filed

Not filed -
Not filed

Not filed

Months
Delinquent
Due Date Received (rounded up)

96
94
91
88
84
82
79
76
72
70
67
64
60
58
55
52
48
46
43
40
35
34
31
28
24
22
19
16
12
10
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Company Name

Exprofuéls, Inc.

Total Filings Delinquent

Oilex, Inc.

Form Type

10-OSB
10-KSB

33

10-KSB
10-OSB
10-OSB
10-OSB
10-KSB
10-OSB
10-OSB
10-QSB
10-KSB
10-OSB
10-OSB
10-OSB
10-KSB
10-OSB’
10-OSB
10-OSB
10-KSB
10-QSB
10-OSB
10-QSB
10-KSB
10-QSB
10-OSB
10-OSB
10-KSB
10-QSB
10-OSB
10-OSB
10-KSB
10-OSB
10-QSB

Period
Ended

05/31/06
08/31/06

12/31/97
03/31/98
06/30/98
09/30/98
12/31/98
03/31/99
06/30/99
09/30/99
12/31/99
03/31/00
06/30/00
09/30/00
12/31/00
03/31/01
06/30/01
09/30/01
12/31/01
03/31/02
06/30/02
09/30/02
12/31/02
03/31/03
06/30/03
09/30/03
12/31/03
03/31/04
06/30/04
09/30/04
12/31/04
03/31/05
06/30/05

07/17/06
11/29/06

03/31/98
05/15/98
08/14/98
11/16/98
03/31/99
05/17/99
08/16/99
11/15/99
03/30/00
05/15/00
08/14/00
11/14/00
04/02/01
05/15/01
08/14/01
11/14/01
04/01/02
05/15/02
08/14/02
11/14/02
03/31/03
05/15/03
08/14/03
11/14/03
03/30/04
05/17/04
08/16/04
11/15/04
03/31/05
05/16/05
08/15/05

Date

Not filed
Not filed

Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed

Months
Delinquent
Due Date Received (rounded up)

104
102
99
96
92
90
87
84
80
78
75
72
67
66
63
60
55
54
51
48
44
42
39
36
32
30
27
24
20
18
15
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Company Name

Oilex, Inc.

Total Filings Delinquent

Windsor Acquisition
Corp.

Form Type

10-OSB
10-KSB
10-0SB
10-0SB
10-OSB

36

10-OSB
10-KSB
10-OSB
10-OSB

10-QSB

10-KSB
10-QOSB
- 10-OSB
10-OSB
10-KSB
10-QSB
10-OSB
10-OSB
10-KSB
10-QSB
10-QOSB
10-OSB
10-KSB
10-QOSB
10-QSB
10-OSB
10-KSB
10-OSB
10-QOSB
10-OSB
10-KSB

Period
Ended

09/30/05
12/31/05
03/31/06
06/30/06
09/30/06

09/30/99
12/31/99
03/31/00
06/30/00
09/30/00
12/31/00
03/31/01
06/30/01
09/30/01
12/31/01

. 03/31/02

06/30/02
09/30/02
12/31/02
03/31/03
06/30/03
09/30/03
12/31/03
03/31/04
06/30/04
09/30/04
12/31/04
03/31/05
06/30/05
09/30/05
12/31/05

Date

Months
Delinquent

Due Date Received (rounded up)

11/14/05
03/31/06
05/15/06
08/14/06
11/14/06

11/15/99
03/30/00
05/15/00
08/14/00
11/14/00
04/02/01
05/15/01
08/14/01
11/14/01
04/01/02
05/15/02
08/14/02
11/14/02
03/31/03
05/15/03
08/14/03
11/14/03
03/30/04
05/17/04
08/16/04
11/15/04
03/31/05
05/16/05
08/15/05
11/14/05
03/31/06

Not filed
Not filed
Not filed
Not filed
Not filed

Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed

—_
N

O W o ™

84
80
78
75
72
67
66
63
60
55
54
51
48
44
42
39
36
32
30
27
24
20
18
15
12
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Company Name

Windsor Acquisition
Corp.

Total Filings Delinquent

Zeros USA, Inc.

Total Filings Delinquent

Form Type

10-OSB
10-OSB
10-OSB

29

10-OSB
10-OSB
10-OSB
10-KSB
10-OSB
10-OSB
10-OSB
10-KSB
10-OSB
10-OSB
10-OSB
10-KSB
10-OSB
10-OSB
10-OSB
10-OSB
10-OSB
10-OSB

15

Period
Ended

03/31/06
06/30/06

09/30/06.

06/30/02
09/30/02
12/31/02
03/31/03
06/30/03
09/30/03
12/31/03
03/31/04
06/30/04
09/30/04
12/31/04
03/31/05
06/30/05
09/30/05
12/31/05
03/31/06
06/30/06
09/30/06

05/15/06
08/14/06
11/14/06

08/14/02
11/14/02
02/14/03
06/30/03
08/14/03
11/14/03
02/17/04

06/29/04

08/16/04
11/15/04
02/14/05
06/29/05
08/15/05
11/14/05
02/14/06
05/15/06
08/14/06
11/14/06

Date

Not filed
Not filed
Not filed

Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed

Months
Delinquent
Due Date Received (rounded up)

w
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UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION
December 13, 2006

ADMINISTRATIVE PROCEEDING

~ File No. 3-12504

In the Matter of ORDER INSTITUTING
ADMINISTRATIVE PROCEEDINGS
Energy Vision International, Inc. (f/k/a AND NOTICE OF HEARING
DeMarco Energy Systems of America, PURSUANT TO SECTION 12(j) OF

Inc.) THE SECURITIES EXCHANGE ACT
OF 1934
Respondent.
I

The Securities and Exchange Commission (“Commission”) deems it necessary and
appropriate for the protection of investors that public administrative proceedings be, and hereby
are, instituted pursuant to Section 12(j) of the Securities Exchange Act of 1934 (“Exchange
Act”).

IL.
After an investigation, the Division of Enforcement alleges that:

A.  RESPONDENT

Energy Vision International, Inc. (f/k/a DeMarco Energy Systems of America, Inc.)
(“EGVTI”) (CIK No. 1093993) is a Utah corporation located in Oxford, Mississippi with a class
of equity securities registered with the Commission pursuant to Exchange Act Section 12(g).
The company is delinquent in its periodic filings with the Commission, having not filed any
periodic reports since it filed a Form 10-QSB for the period ended September 30, 2003, which
reported a net loss of $365,948 for the prior three months. For fiscal year 2003, EGVI’s auditors
expressed uncertainty as to whether the company could continue as a going concern in light of its
recurring losses and working capital deficiency. As of August 21, 2006, the company’s common
stock was quoted on the Pink Sheets, had thirteen market makers, and was eligible for the
piggyback exemption of Exchange Act Rule 15¢2-11(f)(3). EGVI’s common stock had an
average daily trading volume of 174,785 shares during the six months ended December 5, 2006.
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B. DELINQUENT PERIODIC FILINGS

1. The Respondent is delinquent in its periodic filings with the Commission (see
Chart of Delinquent Filings, attached hereto as Appendix 1), was quoted on the Pink Sheets as of
August 21, 2006, had an average daily trading volume of 174,785 shares during the six months
ended December 5, 2006, and has repeatedly failed to meet its obligations to file timely periodic
reports.

2. The Respondent failed to cure its delinquency after being sent a delinquency letter
by the Division of Corporation Finance requesting compliance with its periodic filing
obligations.

3. Exchange Act Section 13(a) and the rules promulgated thereunder require issuers
of securities registered pursuant to Exchange Act Section 12 to file with the Commission current
and accurate information in periodic reports, even if the registration is voluntary under Section
12(g). Specifically, Rule 13a-1 requires issuers to file annual reports (Forms 10-K or 10-KSB),
and Rule 13a-13 requires issuers to file quarterly reports (Forms 10-Q or 10-QSB).

4. As aresult of its failure to make required periodic filings, the Respondent failed
to comply with Exchange Act Section 13(a) and Rules 13a-1 and 13a-13-thereunder.

I11.

- In view of the allegations made by the Division of Enforcement, the Commlssmn deems
it necessary and appropriate for the protection of investors that public administrative proceedings
be instituted to determine:

A. Whether the allegations contained in Section II of this Order are true, and to
afford the Respondent an opportunity to establish any defenses to such allegations; and

B. Whether it is necessary and appropriate for the protection of investors to suspend
for a period not exceeding twelve months or to revoke the registration of each class of securities
of the Respondent identified in Section II pursuant to Section 12(j) of the Exchange Act.

IV.

IT IS HEREBY ORDERED that a public hearing for the purpose of taking evidence on
the questions set forth in Section III hereof shall be convened at a time and place to be fixed, and
before an Administrative Law Judge to be designated by further order as provided by Rule 110
of the Commission’s Rules of Practice [17 C.F.R. § 201.110].

IT IS HEREBY FURTHER ORDERED that the Respondent shall file an Answer to the
allegations contained in this Order within ten (10) days after service of this Order, as provided by
Rule 220(b) of the Commission’s Rules of Practice [17 C.F.R. § 201.220(b)].

If the Respondent fails to file the directed Answer, or fails to appear at a hearinlg after
being duly notified, the Respondent may be deemed in default and the proceedings may be




determined against it upon consideration of this Order, the allegations of which may be deemed
to be true as provided by Rules 155(a), 220(f), 221(f), and 310 of the Commission’s Rules of
Practice [17 C.F.R. §§ 201.155(a), 201.220(f), 201.221({), and 201.310].

This Order shall be served forthwith upon the Respondent personally, by certified or
express mail, or by any other means permitted by the Commission’s Rules of Practice.

IT IS FURTHER ORDERED that the Administrative Law Judge shall issue an initial
decision no later than 120 days from the date of service of this Order, pursuant to Rule 360(a)(2)
of the Commission’s Rules of Practice [17 C.F.R. § 201.360(a)(2)].

In the absence of an appropriate waiver, no officer or employee of the Commission
engaged in the performance of investigative or prosecuting functions in this or any factually
related proceeding will be permitted to participate or advise in the decision of this matter, except
as witness or counsel in proceedings held pursuant to notice. Since this proceeding is not “rule
making” within the meaning of Section 551 of the Administrative Procedure Act, it is not
deemed subject to the provisions of Section 553 delaying the effective date of any final
Commission action.

By the Commission.

Nancy M. Morris
Secretary

Attachment




Appendix 1

. Chart of Delinquent Filings

In the Matter of Energy Vision International, Inc.
Months

Company Name Period Date Delinquent
Form Type Ended Due Date Received (rounded up)

Energy Vision International, Inc.

10-QSB 12/31/03  2/17/04  Not filed 34
10-QSB 03/31/04  5/17/04  Not filed 31
10-KSB  06/30/04  9/28/04  Not filed 27
10-QSB 09/30/04  11/15/04  Not filed 25
10-QSB 12/31/04  2/14/05  Not filed 22
10-QSB 03/31/05  5/16/05  Not filed 19
10-KSB  06/30/05  9/28/05  Not filed . 15
10-QSB  09/30/05 11/15/05  Not filed 13
10-QSB  12/31/05  2/14/06  Not filed 10
10-QSB 03/31/06  5/15/06  Not filed 7
10-KSB  06/30/06  9/28/06  Not filed 3

10-QSB  09/30/06  11/14/06  Not filed 1

Total Filings Delinquent 12

Page 1 of 1




SECURITIES AND EXCHANGE COMMISSION

This file is maintained pursuant to the Freedom of Information Act (5 U.S.C.
552). It contains a copy of each decision, order, rule or similar action of the
Commission, for December 2006, with respect to which the final votes of
individual Members of the Commission are required to be made available
for public inspection pursuant to the provisions of that Act.
Unless otherwise noted, each of the following individual Members of the
Commission voted affirmatively upon each action of the Commission shown
in the file:

CHRISTOPHER COX, CHAIRMAN

PAUL S. ATKINS, COMMISSIONER

ROEL C. CAMPOS, COMMISSIONER

ANNETTE NAZARETH, COMMISSIONER

KATHLEEN L. CASEY, COMMISSIONER
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Administrative Proceeding
File No. 3-12250

UNITED STATES OF AMERICA
~ before the
SECURITIES AND EXCHANGE COMMISSION
October 16, 2006

In the Matter of

GLOBAL CROWN CAPITAL, LLC,

J&C GLOBAL SECURITIES INVESTMENTS, LLC, ORDER STAYING
RANI T. JARKAS, and PROCEEDINGS

ANTOINE K. CHAYA, :

Respondents

On March 30, 2006, we instituted administrative proceedings against Global Crown
‘ Capital, LLC, J&C Global Securities Investments, LLC, Rani T. Jarkas, and Antoine K. Chaya

(collectively, "Respondents"). On October 10, 2006, the Division of Enforcement requested that
these proceedings be dismissed and that, pending consideration of the Division's request, they be
stayed. The Division states that the motion "is made in light of the potential impact of the recent
decision by the District of Columbia Circuit in Goldstein v. SEC, 451 F.3d 873 (D.C. Cir. 2006),
on the validity of claims against these Respondents under Sections 206(1) and 206(2) of the
[Investment] Advisers Act [of 1940]." 1/ '

The Division supports its request for a stay by noting that the law judge has scheduled the
hearing in this case to begin on October 24, 2006, and has required the parties to file all
prehearing submissions by October 17, 2006. According to the Division, "[a]n immediate stay is
in the interest of justice and is necessary to preserve the resources of the parties while allowing

- the Commission adequate time to consider its ruling on the motion to dismiss." The Division
further states that the Respondents have no objection to the Division's motion.

U The Division notes that the court, in Goldstein, "vacat[ed] and remand[ed] to the
Commission the rule adopted in Registration Under the Advisers Act of Certain Hedge
‘ Fund Advisers, 69 Fed. Reg. 72,054 (Dec. 10, 2004), requiring that certain hedge fund
advisers register under the Advisers Act."

\bawvwv\»\" | ot S8




@ 2

We have determined that, under the circumstances, it is appropriate to grant the Division's
request for a stay. In granting this stay, we express no view with respect to the merits of the
Diviston's motion to dismiss.

Accordingly, IT IS ORDERED that the request of the Division of Enforcement for a stay
of the proceedings in this matter, pending Commission consideration of the Division of

Enforcement's Agreed Motion to Dismiss be, and it hereby is, granted. 2/

By the Commission.

Nancy M. Morris
Secretary

i - -

2/ In the event that the motion to dismiss is denied and the law judge determines that the
issuance of this stay has prevented her ffom issuing an initial decision within the period

‘ specified by Rule 360(a)(2), Rule 360(a)(3) provides procedures for requesting an

extension of the period for issuance of,the deciston. 17 C.F.R. § 201.360(a)(3).
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UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

November 17, 2006

IN THE MATTER OF :

DIGITAL GAS, INC. : ORDER OF SUSPENSION
OF TRADING

File No. 500-1

It appears to the Securities and Exchange Commission that there is a lack of
current and accurate information concerning the securities of Digital Gas, Inc.
(“Digital”), because of questions raised regarding the accuracy and adequacy of publicly
disseminated information concerning, among other things, Digital’s announced
agreement with Techno Rubber, Inc. and Digital’s assets.

The Commission is of the opinion that the public interest and the protection of
investors require a suspension of trading in the securities of the above-listed company.

Therefore, it is ORDERED, pursuant to Section 12(k) of the Securities Exchange
Act of 1934, that trading in the above-listed company is suspended for the period from
9:30 a.m. EST, November 17, 2006, through 11:59 p.m. EST, on December 4, 2006.

By the Commission.

Nancy M. Morris
Secretary

By: J. Lynn Taylor
Assistant Secretary

~
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UNITED STATES OF AMERICA
Before the _
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 54862 / December 1, 2006

INVESTMENT COMPANY ACT OF 1940
Release No. 27588 / December 1, 2006

ADMINISTRATIVE PROCEEDING
File No. 3-12496

ORDER INSTITUTING ADMINISTRATIVE

AND CEASE-AND-DESIST PROCEEDINGS,
MAKING FINDINGS, AND IMPOSING REMEDIAL
SANCTIONS AND A CEASE-AND-DESIST
ORDER PURSUANT TO SECTIONS 15(b) AND
21C OF THE SECURITIES EXCHANGE ACT

OF 1934 AND SECTIONS 9(b) AND 9(f) OF THE
INVESTMENT COMPANY ACT OF 1940

In the Matter of

Kevin W. Quinn,

Respondent.

L.

The Securities and Exchange Commission (“Commission”) deems it appropriate and in
the public interest that public administrative and cease-and-desist proceedings be, and hereby
are, instituted pursuant to Sections 15(b) and 21C of the Securities Exchange Act of 1934
(“Exchange Act”) and Sections 9(b) and 9(f) of the Investment Company Act of 1940
(“Investment Company Act”) against Kevin W. Quinn (“Quinn” or “Respondent”).

II.

In anticipation of the institution of these proceedings, Respondent has submitted an Offer
of Settlement (the “Offer”) that the Commission has determined to accept. Solely for the purpose
of these proceedings and any other proceedings brought by or on behalf of the Commission, or to
which the Commission is a party and without admitting or denying the findings herein, except as
to the Commission’s jurisdiction over him and the subject matter of these proceedings, which are
admitted, Respondent consents to the entry of this Order Instituting Administrative and Cease-
and-Desist Proceedings, Making Findings, and Imposing Remedial Sanctions and a Cease-and-
Desist Order Pursuant to Sections 15(b) and 21C of the Securities Exchange Act of 1934 and
Sections 9(b) and 9(f) of the Investment Company Act of 1940 (“Order”), as set forth below.
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111
On the basis of this Order and Respondent’s Offer, the Commission finds' that:

A. RESPONDENT

1. Kevin W. Quinn, age 40, resides in Needham, Massachusetts. From May
2002 until his employment was terminated in October 2004, he was associated with efferies &
Co., Inc. (“Jefferies” or the “firm”) as an account executive and held the position of senior vice
president, equity and sales. '

B. OTHER RELEVANT PARTIES

2. Jefferies & Co., Inc. is the principal operating subsidiary of Jefferies
Group, Inc., a Delaware corporation with its principal place of business in Los Angeles,
California. Jefferies is registered with the Commission as a broker-dealer (File No. 8-15074)
pursuant to Section 15(b) of the Exchange Act and provides securities brokerage services
primarily to institutional customers.

3. Scott Jones (“Jones”), age 50, resides in Chicago, Illinois. Since
November 1980, he has been employed by Jefferies in various capacities. In 1998, he became
director of equity trading. He was Quinn’s immediate supervisor for most of Quinn’s
employment at Jefferies.

C. FACTS
Summary
4. This proceeding concerns Kevin Quinn'’s provision of extensive travel,

entertainment and gifts to certain employees of an investment adviser (the “Fund Adviser”) to a
family of mutual funds (“the Funds”). The employees included several equities securities traders,
whose job was to direct securities transactions for the Funds to securities brokerage firms for
execution, and the head of the Fund Adviser's global equity trading desk (“Head of Equity
Trading”), who supervised the securities traders and decided which securities brokerage firms
would be approved to handle equity transactions for the Funds.>

5. Jefferies hired Quinn and his team of registered representatives in May 2002 to
significantly increase the firm’s brokerage business with the Funds. The firm anticipated that

! The findings herein are made pursuant to Respondent's Offer of Settlement and are not binding on any

other person or entity in this or any other proceeding,

2 Several of the traders are no longer employed by the Fund Adviser, and the Head of Equity Trading has been
reassigned to another position with an entity related to the Fund Adviser.
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Quinn’s connections with the Fund Adviser would generate as much as $50 million in
commission revenues per year for Jefferies. Quinn received $4 million per year in salary.
Quinn’s team also received an annual travel and entertainment (“T&E") budget of $1.5 million,
including pre-paid use of private planes for business travel and entertainment.

6. From May 2002 until October 2004, Quinn sought to obtain brokerage business
from the Funds. In connection with this effort, Quinn provided travel, entertainment and gifts to
a small group of the Fund Adviser’s most successful traders. A skilled amateur golfer with
connections at many exclusive golf courses, Quinn took the traders on expensive golf trips, flew
them on private planes, lodged them at fancy hotels, and gave them golf merchandise and other
presents. He also made private planes available for the traders to take on personal trips without
his attendance. He gave tickets to the Fund Adviser’s traders for major sporting events (such as
Wimbledon and the U.S. Open), Broadway shows, and concerts, again without his attendance.
He even helped pay for one trader’s elaborate bachelor party in Miami. Quinn also included the
Head of Equity Trading on some of the golf excursions and made a private plane available for
his personal use. He also used his T&E budget for personal use of private plane travel, hotels,
meals, car service, and tickets to major sporting events. Although this latter category of
expenditures was unrelated to entertainment of the Fund Adviser’s traders, Quinn improperly
sought and obtained reimbursement from Jefferies for these expenses.

7. Section 17(e)(1) of the Investment Company Act makes it unlawful for an
affiliated person of a registered investment company, or an affiliate of an affiliate, when acting
as an agent, to accept compensation from any source (other than a salary or wages from the
registered investment company) for the purchase or sale of any property to or for the registered
investment company. The traders were affiliated persons of the Fund Adviser, which is an
affiliated person of registered investment companies (the Funds), because the Fund Adviser
advises those Funds. The Fund Adviser’s employees’ receipt of travel, entertainment and gifts
from Quinn constituted compensation within the prohibition of Section 17(¢)(1) of the
Investment Company Act.

8. Sections 17(a)(1) of the Exchange Act and Rule 17a-3 thereunder require every
registered broker-dealer to make and keep accurate books and records including ledgers
reflecting, among other things, all expenses.

9. As a result of his conduct, Quinn aided and abetted and caused the Fund Adviser
employees’ violations of Section 17(e)(1) of the Investment Company Act. Quinn also aided and
abetted and caused Jefferies’ violations of 17(a)(1) of the Exchange Act and Rule 17a-3
thereunder by seeking and obtaining reimbursement for improper expenses.

Quinn’s Emplovment Agreement with Jefferies

10.  Prior to 2002, while he was employed at another registered broker-dealer, Quinn
developed his business relationship with several of the Fund Adviser securities traders and
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assembled a team of registered representatives to handle securities transactions for the Funds.
Quinn left that firm in March 2002 when it closed its domestic equity division.

11.  In May 2002, Jefferies hired Quinn and his team in order to increase its brokerage
business with the Fund Adviser. The firm’s president and chief operating officer (and also a
member of its board of directors), conducted the initial interview with Quinn. Jefferies had
received $4.3 million in equity commissions from the Fund Adviser in 2001, and the firm’s
president concluded that Quinn’s relationship with the Fund Adviser could generate as much as
$50 million in additional commission revenues per year for Jefferies.

12. On May 8, 2002, Jefferies and Quinn entered into an employment contract
whereby Quinn would start working at the firm’s Boston, Massachusetts office on September 3,
2002. The employment contract — which the firm’s then-president approved - provided that
Quinn would receive a guaranteed salary of $1.3 million for the remainder of 2002 and a
guaranteed salary of $4 million per year in 2003 and 2004.> The contract also provided that
Quinn and his team would receive a bonus if the adjusted gross commissions from the Fund
Adviser exceeded certain target levels.* In addition, the contract provided Quinn and his team
with a $500,000 T&E expense account for the remainder of 2002 and with a $1.5 million annual
T&E expense account in 2003 and 2004. Quinn was allowed to start using the T&E expense
account during the summer of 2002, even though he did not become a registered representative
in Jefferies’ Boston office until after September 3, 2002.

Jefferies’ Written Policy Concerning Gifts

13.  Jefferies maintained a Statement of Policy on Standards of Employee Conduct
(“Statement of Policy”) which prohibited the giving of gifts of substantial value to, or
inappropriate entertainment of, persons doing business with the firm. All employees were
required to sign the Statement of Policy as an acknowledgment of its receipt. The Statement of
Policy prohibited any Jefferies employee from giving goods or services to a customer worth
more than $100 per year without prior approval from the employee’s manager. NASD Rule
3060 prohibits a broker from providing a customer with gifts and gratuities worth more than
$100 per year.’ '

> On April 21, 2003, the employment contract was amended to provide Quinn with a guaranteed salary of $4.75
million in 2004.

* While Quinn and his team were employed at Jefferies, their adjusted gross commissions from the Fund Adviser
were too low to trigger their entitlement to any bonus.

> Although Jones, Quinn’s immediate supervisor reviewed nearly all of Quinn’s requests for reimbursement of T&E
expenses, he routinely approved vouchers that indicated, on their face, that Quinn had given some of the Fund
Adviser’s employees items worth more than $100, in violation of the firm's policy, or that Quinn had not
accompanied the Fund Adviser’s employees on a private plane flight or to a particular event, in which case the
expenses were gifts and could not properly be reimbursed under the firm's Statement of Policy.
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Quinn’s Lavish Entertainment of Some of the Fund Adviser’s Emplovees

14. Quinn used his $1.5 million annual T&E budget to entertain a small group of the
Fund Adviser’s traders from whom he received substantial brokerage business, as well as the
Head of Equity Trading.6

15. Quinn’s most extravagant entertainment of Fund Adviser employees involved
taking them on golf excursions and other vacations.” Examples include:

a. In November 2002, Quinn took the Head of Equity Trading and Traders A
and B on a so-called “Fall Classic” golf excursion to Las Vegas, Nevada, and Cabo San Lucas,
Mexico. The trip lasted four days. Quinn provided private plane flights and lodging in villas at
expensive hotels (including the Bellagio in Las Vegas) and arranged for a band to play. He also
gave each Fund Adviser employee golf merchandise and DVD players as golf prizes. The total
cost for Jefferies was more than $215,000.

b. In December 2002, Quinn took Trader B for a golf weekend in South
Carolina and Florida. Quinn provided private plane flights, lodging, limousine service, and golf
prizes. The total cost for Jefferies was more than $35,000.

c. In January 2003, Quinn took the Head of Equity Trading and Trader A for
a golf weekend in Georgia. Quinn provided private plane flights and lodging. The total cost for
Jefferies was nearly $45,000.

d. In February 2003, Quinn took Trader C and his family on a vacation in
Palm Beach, Florida. Quinn provided private plane flights, use of the facilities at the Breakers
Hotel, limousine service, and a rental car. The total cost fqr Jefferies was more than $80,000.

€. In March 2003, Quinn joined with representatives of other brokerage firms
to pay for Trader A’s bachelor party in Miami. Quinn provided private plane flights and
limousine service for the Head of Equity Trading, Trader A, several employees of other
securities brokerage firms, and assorted guests to attend the party. The total cost for Jefferies
was more than $75,000.

f. In December 2003, Quinn took Traders A and B on another “Fall Classic”
golf excursion, this time to Las Vegas, Nevada, and Scottsdale, Arizona. The trip lasted four
days. Quinn provided private plane flights, lodging at expensive hotels (including the MGM

S The five traders who received the bulk of Quinn’s travel, gifts, and entertainment are referred to as Traders A, B,
C, D and E. Two other traders who took trips on private planes provided by Quinn are referred to as Traders F and
G.

7 On some occasions, some of the Fund Adviser’s employees attempted to pay Quinn sums for the travel, lodging
and other expenses involved in these excursions, but the amount of their payments almost never equaled the actual
cost of the expenses.
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Grand in Las Vegas), and limousine service. He also gave each Fund Adviser employee golf
merchandise and other items as golf prizes. The total cost for Jefferies was nearly $160,000.

g. In January 2004, Quinn took Trader A to the Super Bowl in Houston and
while there, entertained Trader B. Quinn provided private plane flights, lodging at the -
Lancaster-King Hotel, tickets to the Playboy pre-game party, and a rental car. The total cost for
Jefferies was over $150,000.

h. In February 2004, Quinn took Trader C and his family on a vacation in
Palm Beach Florida. Quinn provided private plane flights, lodging at the Breakers Hotel, and a
rental car. The total cost for Jefferies was more than $62,500.

16. The private plane flights, fancy hotels, limousines and rental cars, and golf
equipment, DVD players and other “prizes” provided by Quinn constituted compensation to the
Fund Adviser’s employees within the scope of the prohibition in Section 17(e)(1) of the
Investment Company Act.

17. On many occasions, Quinn simply paid for some of the Fund Adviser’s
employees to take a private plane for their personal use without his attendance.® Examples
include:

a. In November 2002, Trader F and his family took a vacation in Orlando,
Florida. The cost for Jefferies was nearly $25,000. '

b. In January 2003, Trader C and his wife flew from Naples, Florida to
Boston. The cost for Jefferies was more than $20,000.

C. In February 2003, the Head of Equity Trading flew from Monterey,
California, to Boston. The cost for Jefferies was nearly $45,000.

d. In September 2003, Trader A and his wife flew from Boston to
Nantucket. A few days later, they flew from Nantucket to Los Angeles and then returned from
Los Angeles. The total cost for Jefferies was nearly $75,000.

€. In November 2003, Trader G and his wife flew to and from St. Thomas,
U.S.V.I. The cost for Jefferies was more than $46,000.

f. In December 2003, the Head of Equity Trading flew to Florlda for the
weekend. The cost for Jefferies was more than $45,000.

8 Quinn remarked in an email to one of the Fund Adviser’s traders in November 2002, “I view private plane travel
as one of the great perks of this biz and am more than willing to do it for a few guys when I can ... just as long as
they keep 1t low.”




g. In late December 2003, Trader A and his wife flew to Florida for the
weekend. The cost for Jefferies was more than $31,000.

h. In March 2004, Trader B and his wife and Trader D and his girlfriend flew
to the Bahamas and Turks & Caicos for vacation. The cost for Jefferies was more than $47,000.

18.  The use of a private plane at Jefferies’ expense constituted compensation to the
Fund Adviser’s employees within the scope of the prohibition in Section 17(e)(1) of the
Investment Company Act.

19. Quinn also provided Fund Adviser employees with tickets to sporting events and
concerts along with expensive wine.

a. Some of these events were extremely expensive. For example, Quinn
gave Trader E tickets to attend the Wimbledon and U.S. Open tennis tournaments. The total cost
to Jefferies of the Wimbledon tickets in 2002, 2003 and 2004 was nearly $90,000, the total cost
of U.S. Open tickets in 2002 and 2003 was more than $17,000, and when Trader E attended
Wimbledon in 2004, Jefferies also paid $12,000 for his hotel in London. Quinn did not attend
any of these events.

_ b. Quinn provided Fund Adviser employees, including traders and a senior
Fund Adviser officer, with numerous tickets to the theater (such as “The Lion King,”
“Hairspray,” “Beauty and the Beast,” “The Producers” and “Moving Out”), concerts (such as
Bruce Springsteen, Justin Timberlake, Prince and Santana), the circus, and professional baseball,
basketball, football and hockey games.” Quinn rarely attended these events with the Fund
Adviser’s employees. ' '

c. Quinn provided the Fund Adviser’s traders with extremely expensive
bottles of wine as Christmas gifts. For example, Quinn gave Trader E over $13,000 worth of
wine over two Christmases, and he provided over $4,000 worth of wine as a Christmas gift to
Trader B.

20.  The receipt of tickets and wine at Jefferies’ expense constituted compensation to
the Fund Adviser’s employees within the scope of the prohibition in Section 17(e)(1) of the
Investment Company Act.

Jefferies Increased Its Business with
the Fund Adviser After Quinn’s Arrival

? In December 2002, Quinn toldrTrader E that certain tickets were “not easy by the way.” Trader E responded, “I
know. That's why I asked Kevin ‘the Man’ Quinn for a big favor.”
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y 21. Jefferies’ status among the securities brokerage firms used by the Funds improved

‘ substantially after Quinn joined the firm. Jefferies for the first time began to commit capital in
certain of its trades for the Fund Adviser. In addition, on a regular basis, Quinn provided the
Fund Adviser’s employees with the travel, entertainment and gifts described above.'

22.  The Fund Adviser’s traders were only permitted to send securities transactions to
broker-dealers that had been approved by the Head of Equity Trading. The Fund Adviser
grouped the approved firms into three categories: (1) “core brokers” handling the large majority
of transactions; (2) “watch list brokers” handling a smaller, but still significant, amount of
transactions; and (3) other “specialized brokers.” Before Quinn began working there in
September 2002, Jefferies was in the third category as a “specialized third-market” firm. As of
January 2003 - after Quinn’s first four months of the firm - the Fund Adviser had moved
Jefferies to the second category as a “watch list” firm. As of April 2003 - after another three
months of Quinn’s efforts — the Fund Adviser had re-classified Jefferies once again, placing the
firm in the first category of “core brokers.”

23. Consistent with its change of status to a “core broker,” the brokerage business that
Jefferies received from the Fund Adviser increased substantially after Quinn began working
there in September 2002. Before Quinn’s arrival, in the second quarter of 2002, Jefferies
handled 25.1 million shares of listed securities and 14 million shares of “over-the-counter”
(*OTC”) securities for the Fund Adviser. With this volume, Jefferies ranked 34™ for listed
securities and 25" for OTC securities among the brokerage firms used by the Fund Adviser.
Jefferies’ volume rose quickly after Quinn’s arrival. In the fourth quarter of 2002, Quinn’s first

‘ full quarter of employment, Jefferies’ ranking had risen to 17" for listed securities and 18" for
OTC securities. By the third quarter of 2004, Quinn’s final full quarter of employment, Jefferies
handled 277.7 million shares of listed securities and 193.6 million shares of OTC securities. Its
volume ranking with the Fund Adviser was 13" in listed securities and 12" in OTC securities.

24, Just as the volume of Jefferies’ brokerage business from the Funds increased, so
did the brokerage commissions that the Funds paid to Jefferies. In the first six months of 2002,
just prior to Quinn’s arrival, Jefferies received $1.7 million in brokerage commissions, ranking it
43" among the firms used by the Fund Adviser. By contrast, in the first nine months of 2004,
Jefferies received $24.5 million in brokerage commissions from Funds, improving its ranking to
13™ among the firms used by the Fund Adviser.

25. Most of the brokerage business that Jefferies received from the Fund Adviser
came from four traders (Traders A, B, C and D) who went on most of Quinn’s golf and other
excursions and from a fifth trader (Trader E), who received expensive wine and the most
expensive tickets to sporting events (such as Wimbledon and the U.S. Open). During the period
of Quinn’s employment at Jefferies (September 2002 to October 2004), these five traders sent
trades generating approximately $39.4 million in commissions for Jefferies:

10 Quinn once described himself to one of the Fund Adviser’s traders as “a whore for biz.” He told another trader,

I “I will do anything for an order (w/ my clothes on).”
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Trader A $18.4 million

Trader B 6.5 million
Trader C 2.6 million
Trader D 3.2 million
Trader E 8.7 million

In addition, Traders F and G, both of whom took vacations on private planes supplied by Quinn,
sent trades generating an additional $2.9 million.

26.  Although these traders routinely directed brokerage business to Jefferies, they
sometimes sent a higher than average volume of business to Jefferies just before or just after
Quinn provided them with travel and entertainment.

Quinn Sought and Obtained Reimbursement for Improper Expenses

27.  Quinn submitted T&E vouchers to Jefferies reflecting hundreds of thousands of
dollars of expenses that were for his own personal benefit by improperly characterizing them as
business expenses.'' This included private jet travel, along with personal trips with friends and
family to such places as Aspen, Colorado; Sea Island, Georgia; and the Masters golf tournament
in Augusta, Georgia. Quinn also sought and obtained reimbursement for a private jet flight taken
by his supervisor Jones to Florida by improperly submitting a voucher that indicated that the
Fund Adviser’s Head of Equity Trading was the passenger on the flight.

28.  Quinn’s submission of improper T&E vouchers and the resulting reimbursement
rendered Jefferies’ ledgers of its expense accounts and compensation records related to its
associated persons inaccurate in violation of Section 17(a)(1) of the Exchange Act and Rule 17a-
3 thereunder.

D. VIOLATIONS

1. As aresult of the conduct described above, Quinn willfully aided and
abetted and caused violations of Section 17(e)(1) of the Investment Company Act by providing
“compensation,” namely extensive travel, entertainment, and gifts, to the Fund Adviser’s Head
of Equity Trading and certain of the Fund Adviser’s traders, who willfully violated Section
17(e)(1) by accepting such compensation “for the purchase or sale of any property to or for such
registered company,” namely the direction of the Fund’s brokerage business to Jefferies.

2. As a result of the conduct described above, Quinn willfully aided and
abetted and caused Jefferies’ violations of Section 17(a)(1) of the Exchange Act and Rule 17a-3
thereunder by submitting and receiving reimbursement for improper T&E vouchers from
Jefferies, which failed to make and keep accurate books and records.

" After his termination, Quinn reimbursed Jefferies for an agreed-upon amount.

9




Iv.

In view of the foregoing, the Commission deems it appropriate and in the public interest
to impose the sanctions agreed to in Respondent Quinn’s Offer.

Accordingly, pursuanf to Sections 15(b) and 21C of the Exchange Act and Sections 9(b)
and 9(f) of the Investment Company Act, it is hereby ORDERED that:

A. Respondent Quinn cease and desist from committing or causing any violatioﬁs
and any future violations of Section 17(e)(1) of the Investment Company Act and Section
17(a)(1) of the Exchange Act and Rule 17a-3 thereunder.

B. Respondent Quinn be, and hereby is barred from association with any broker or
dealer, and is prohibited from serving or acting as an employee, officer, director, member of an
advisory board, investment adviser or depositor of, or principal underwriter for, a registered
investment company or affiliated person of such investment adviser, depositor, or principal
underwriter.

C. Any reapplication for association by the Respondent will be subject to the
applicable laws and regulations governing the reentry process, and reentry may be conditioned
upon a number of factors, including, but not limited to, the satisfaction of any or all of the
following: (a) any disgorgement ordered against the Respondent, whether or not the Commission
has fully or partially waived payment of such disgorgement; (b) any arbitration award related to the
conduct that served as the basis for the Commission order; (¢) any self-regulatory organization
arbitration award to a customer, whether or not related to the conduct that served as the basis for
the Commission order; and (d) any restitution order by a self-regulatory organization, whether or
not related to the conduct that served as the basis for the Commission order.

D. Respondent Quinn shall, within 10 days of the entry of this Order, pay
disgorgement of $1 and a civil money penalty of $468,000 to the Securities and Exchange
Commission. Such payment shall be: (A) made by United States postal money order, certified
check, bank cashier's check or bank money order; (B) made payable to the Securities and
Exchange Commission; (C) hand-delivered or mailed to the Office of Financial Management, .
Securities and Exchange Commission, Operations Center, 6432 General Green Way, Stop 0-3,
Alexandria, VA 22312; and (D) submitted under cover letter that identifies as a Respondent in

these proceedings, the file number of these proceedings, a copy of which cover letter and money

order or check shall be sent to David P. Bergers, District Administrator, Division of .
Enforcement, Securities and Exchange Commission, 33 Arch Street, 23M Floor, Boston, MA
02110-1410.

E. Pursuant to Section 308(a) of the Sarbanes-Oxley Act of 2002, a Fair Fund is created
for the disgorgement and penalties referenced in paragraph IV(D) above. Regardless of whether

any such Fair Fund distribution is made, amounts ordered to be paid as civil money penalties

pursuant to this Order shall be treated as penalties paid to the government for all purposes,
including all tax purposes. To preserve the deterrent effect of the civil penalty, Respondent
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agrees that he shall not, after offset or reduction in any Related Investor Action based on
Respondent’s payment of disgorgement in this action, argue that he is entitled to, nor shall he
further benefit by offset or reduction of any part of Respondent’s payment of a civil penalty in
this action ("Penalty Offset"). If the court in any Related Investor Action grants such a Penalty
Offset, Respondent agrees that he shall, within 30 days after entry of a final order granting the
Penalty Offset, notify the Commission's counsel in this action and pay the amount of the Penalty
Offset to the United States Treasury or to a Fair Fund, as the Commission directs. Such a
payment shall not be deemed an additional civil penalty and shall not be deemed to change the
amount of the civil penalty imposed in this proceeding. For purposes of this paragraph, a
"Related Investor Action" means a private damages action brought against Respondent by or on
behalf of one or more investors based on substantially the same facts as alleged in the Order
instituted by the Commission in this proceeding.

V.

Upon further order by the Commission, the Division of Enforcement shall submit a
proposed plan for the administration and distribution of the Fair Fund in this matter.

By the Commission.

Nancy M. gonisw

Secretary
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UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION
December 1, 2006

ADMINISTRATIVE PROCEEDING
File No. 3-12493 '

In the Matter of

ORDER INSTITUTING
Detour Media Group, Inc., ADMINISTRATIVE PROCEEDINGS AND
DrivingAmerica.Com, Inc., NOTICE OF HEARING PURSUANT TO
Legends Enterprises, Inc., SECTION 12(j) OF THE SECURITIES
OXIR Investments, Inc., EXCHANGE ACT OF 1934
Spinplanet.Com, Inc. (n/k/a
EntertainMax Worldwide, Inc.),
and
Tessa Complete Health Care, Inc.,
Respondents.

I

The Securities and Exchange Commission (“Commission”) deems it necessary
and appropriate for the protection of investors that public administrative proceedings be,
and hereby are, instituted pursuant to Section 12(j) of the Securities Exchange Act of
1934 (“Exchange Act”).

II.
After an investigation, the Division of Enforcement alleges that:

A. RESPONDENTS

1. Detour Media Group, Inc. (“Detour Media”) (CIK No. 935730) is a
dissolved Colorado corporation located in Los Angeles, California with a class of equity
securities registered with the Commission pursuant to Exchange Act Section 12(g).
Detour Media is delinquent in its periodic filings with the Commission, having not filed
any periodic reports since it filed a Form 10-QSB for the period ended March 31, 2002.

2. DrivingAmerica.Com, Inc. (“DrivingAmerica”) (CIK No. 1063701) is a

dissolved Colorado corporation located in Irvine, California with a class of equity
securities registered with the Commission pursuant to Exchange Act Section 12(g).
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DrivingAmerica is delinquent in its periodic filings with the Commission, having not
filed any periodic reports since it filed a Form 10-QSB for the period ended September
30, 1999, which reported a net loss of $681,769 for the prior nine months.

3. Legends Enterprises, Inc. (“Legends Enterprises”) (CIK No. 1125223) is a
dissolved Oregon corporation located in Concord, Massachusetts with a class of equity
securities registered with the Commission pursuant to Exchange Act Section 12(g).
Legends Enterprises is delinquent in its periodic filings with the Commission, having not
filed any periodic reports since it filed a Form 10-QSB for the period ended September
30, 2002, which reported a net loss of $71,393 for the prior nine months.

4. OXIR Investments, Inc. (“OXIR Investments™) (CIK No. 1088431) is a
suspended California corporation located in Las Vegas, Nevada with a class of equity
securities registered with the Commission pursuant to Exchange Act Section 12(g).
OXIR Investments is delinquent in its periodic filings with the Commission, having not
filed any periodic reports since it filed a Form 10-QSB for the period ended March 31,
2001, which reported a net loss of $1,178,185 for the prior nine months.

5. Spinplanet.Com, Inc. (“‘Spinplanet”) (n/k/a EntertainMax Worldwide,
Inc.) (CIK No. 1046893) is a Colorado corporation located in Baltimore, Maryland with a
class of equity securities registered pursuant to Exchange Act Section 12(g). Spinplanet
1s delinquent in its periodic filings with the Commission, having not filed any periodic
reports since it filed a Form 10-QSB for the period ended June 30, 2000, which reported a
net loss of $2,540 for the prior six months.

6. Tessa Complete Health Care, Inc. (“Tessa”) (CIK No. 859919) is a
Georgia corporation located in Tigard, Oregon with a class of equity securities registered
pursuant to Exchange Act Section 12(g). Tessa is delinquent in its periodic filings with
the Commission, having not filed any periodic reports since it filed a Form 10-QSB for
the period ended September 30, 2001, which reported a net loss of $2,718,846 for the
prior nine months.

B. DELINQUENT PERIODIC FILINGS

7. All of the Respondents, or their predecessors, are or were affiliated with
another delinquent issuer, are delinquent in their periodic filings with the Commission
(see Chart of Delinquent Filings, attached hereto as Appendix 1), have repeatedly failed
to meet their obligations to file timely periodic reports, and failed to heed delinquency
letters sent to them by the Division of Corporation Finance at their most recent address
shown 1in their most recent filing with the Commission, or did not receive the letters
because of their failure to keep an updated address on file with the Commission as
required by Commission rules.

8. Exchange Act Section 13(a) and the rules promulgated thereunder require
issuers of securities registered pursuant to Exchange Act Section 12 to file with the
Commission current and accurate information in periodic reports, even if the registration




is voluntary under Section 12(g). Specifically, Rule 13a-1 requires issuers to file annual
reports (Forms 10-K or 10-KSB), and Rule 13a-13 requires issuers to file quarterly
reports (Forms 10-Q or 10-QSB).

9.  Asaresult of their failure to file required periodic filings, Respondents
failed to comply with Exchange Act Section 13(a) and Rules 13a-1 and 13a-13
thereunder.

II1.

In view of the allegations made by the Division of Enforcement, the Commission
deems it necessary and appropriate for the protection of investors that public
administrative proceedings be instituted to determine:

A. Whether the allegations contained in Section II of this Order are true, and
to afford the Respondents an opportunity to establish any defenses to such allegations;
and

B. Whether it is necessary and appropriate for the protection of investors to
suspend for a period not exceeding twelve months or to revoke the registrations of each
class of securities registered pursuant to Exchange Act Section 12 of the Respondents
identified in Section IL

IV.

IT IS HEREBY ORDERED that a public hearing for the purpose of taking
evidence on the questions set forth in Section III hereof shall be convened at a time and
place to be fixed, and before an Administrative Law Judge to be designated by further
order as provided by Rule 110 of the Commission’s Rules of Practice [17 C.F.R. §
201.110].

IT IS HEREBY FURTHER ORDERED that each Respondent shall file an
Answer to the allegations contained in this Order within ten (10) days after service of this
Order, as provided by Rule 220(b) of the Commission’s Rules of Practice [17 C.F.R. §
201.220(b)]. '

Ifa Respondent fails to file the directed Answer, or fails to appear at a hearing
after being duly notified, the Respondent may be deemed in default and the proceedings
may be determined against it upon consideration of this Order, the allegations of which
may be deemed to be true as provided by Rules 155(a), 220(f), 221(f), and 310 of the
‘Commission’s Rules of Practice [17 C.F.R. §§ 201.155(a), 201.220(f), 201.221(f), and
201.310].

This Order shall be served forthwith upon each Respondent personally, by
certified or registered mail, or by any other means permitted by the Commission’s Rules
of Practice. :




IT IS FURTHER ORDERED that the Administrative Law Judge shall issue an
initial decision no later than 120 days from the date of service of this Order, pursuant to
Rule 360(a)(2) of the Commission’s Rules of Practice [17 C.F.R. § 201.360(a)(2)].

In the absence of an appropriate waiver, no officer or employee of the
Commission engaged in the performance of investigative or prosecuting functions in this
or any factually related proceeding will be permitted to participate or advise in the
decision of this matter, except as witness or counsel in proceedings held pursuant to
notice. Since this proceeding is not “rule making” within the meaning of Section 551 of
the Administrative Procedure Act, it is not deemed subject to the provisions of Section
553 delaying the effective date of any final Commission action.

By the Commission.

Nancy M. Morris
Secretary

D\t YU }‘ZT;.,/ i

Attachment .
~,
/

By:\dill M. Peterson
Assistant Secretary




Company Name

Detour Media Group,
Inc.

Total Filings Delinquent

DrivingAmerica.Com,
Inc.

Form Type

10-OSB
10-OSB
10-KSB
10-OSB
10-OSB
10-OSB
10-KSB
10-OSB
10-OSB
10-QSB
10-KSB
10-QSB
10-OSB
10-OSB
10-KSB
10-OSB
10-OSB
10-QSB

18

10-KSB
10-QSB
10-QSB
10-QSB
10-KSB
10-OSB
10-0SB
10-QSB
10-KSB
10-QSB
10-QSB
10-QSB
10-KSB

Appendix 1 _
Chart of Delinquent Filings

Period
Ended

06/30/02
09/30/02
12/31/02
03/31/03
06/30/03
09/30/03
12/31/03
03/31/04
06/30/04
09/30/04
12/31/04
03/31/05
06/30/05
09/30/05
12/31/05
03/31/06
06/30/06
09/30/06

12/31/99
03/31/00
06/30/00
09/30/00
12/31/00
03/31/01
06/30/01
09/30/01
12/31/01
03/31/02
06/30/02
09/30/02
12/31/02

Due Date Received

08/14/02
11/14/02
03/31/03
05/15/03
08/14/03
11/14/03
03/30/04
05/17/04
08/16/04
11/15/04
03/31/05
05/16/05
08/15/05
11/14/05
03/31/06
05/15/06
08/14/06
11/14/06

03/30/00
05/15/00
08/14/00
11/14/00
04/02/01
05/15/01
08/14/01

11/14/01 .

04/01/02
05/15/02
08/14/02
11/14/02
03/31/03

Date

Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed

Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed

Months
Delinquent
(rounded

- up)

80
78
75
72
67
66
63
60
55
54
51
48
44

Page 1 of 4




Company Name

DrivingAmerica.Com,
Inc.

Total Filings Delinquent

Legends Enterprises,
inc.

Total Filings Delinquent

Form Type

10-QSB
10-0SB
10-QSB
10-KSB
10-0SB
10-0SB
10-QSB
10-KSB
10-OSB
10-0SB
10-OSB
10-KSB
10-0SB
10-OSB
10-0SB

27

10-KSB
10-QSB
10-OSB
10-QSB
10-KSB
10-OSB
10-QSB
10-QSB
10-KSB
10-OSB
10-0SB
10-QSB
10-KSB
10-OSB
10-0SB
10-OSB

15

Period
Ended

03/31/03
06/30/03
09/30/03
12/31/03
03/31/04
06/30/04

09/30/04
12/31/04
03/31/05
06/30/05
09/30/05
12/31/05
03/31/06
06/30/06
09/30/06

12/31/02
03/31/03
06/30/03
09/30/03
12/31/03
03/31/04
06/30/04
09/30/04
12/31/04
03/31/05
06/30/05
09/30/05
12/31/05
03/31/06
06/30/06
09/30/06

Due Daté Received

05/15/03
08/14/03
11/14/03
03/30/04
05/17/04
08/16/04
11/15/04
03/31/05

05/16/05 -

08/15/05
11/14/05
03/31/06
05/15/06
08/14/06
11/14/06

03/31/03
05/15/03
08/14/03
11/14/03
03/30/04
05/17/04
08/16/04
11/15/04
03/31/05
05/16/05
08/15/05
11/14/05
03/31/06
05/15/06
08/14/06
11/14/06

Date

Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed

Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed

Months
Delinquent
(rounded

up)
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Company Name

OXIR Investments, Inc.

Total Filings Delinquent

Spinplanet.Com, Inc.

Form Type

10-KSB
10-0SB
10-0SB
10-0SB
10-KSB
10-0SB
10-0SB
10-0SB
10-KSB
10-QSB
10-QSB
10-0SB
10-KSB
10-QSB
10-0SB
10-0SB
10-KSB
10-QSB
10-QSB
10-0SB
10-KSB
10-QSB

21

10-OSB
10-KSB
10-OSB
10-OSB
10-QSB
10-KSB
10-OSB
10-0SB
10-OSB
10-KSB
10-0SB
10-OSB
10-QOSB

Period
Ended

06/30/01
09/30/01
12/31/01
03/31/02
06/30/02
09/30/02
12/31/02
03/31/03
06/30/03
09/30/03
12/31/03
03/31/04
06/30/04
09/30/04
12/31/04
03/31/05
06/30/05
09/30/05
12/31/05
03/31/06
06/30/06
09/30/06

09/30/00
12/31/00
03/31/01
06/30/01
09/30/01
12/31/01
03/31/02
06/30/02
09/30/02
12/31/02

03/31/03

06/30/03
09/30/03

Due Date Received

09/28/01
11/14/01
02/14/02
05/15/02
09/30/02
11/14/02
02/14/03
05/15/03
09/29/03
11/14/03
02/16/04
05/17/04
09/28/04
11/15/04
02/14/05
05/16/05
09/28/05
11/14/05
02/14/06
05/15/06
09/28/06
11/14/06

11/14/00
04/02/01
05/15/01
08/14/01
11/14/01
04/01/02
05/15/02
08/14/02
11/14/02
03/31/03
05/15/03
08/14/03
11/14/03

Date

Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed

Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed

Months
Delinquent
(rounded

up)

72
67
66
63
60
55
54

51
48 -
44
42
39
36
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Company Name

Spinplanet.Com, Inc.
(n/k/a Entertainmax
Worldwide, Inc.)

Total Filings Delinquent

Tessa Complete
Health Care, Inc.

Total Filings Delinquent

Form Type

10-KSB
10-OSB
10-OSB
10-QSB
10-KSB
10-OSB
10-OSB
10-OSB
10-KSB
10-OSB
10-OSB
10-OSB

25

10-KSB
10-OSB
10-QSB
10-0SB
10-KSB
10-OSB
10-0SB
10-OSB
10-KSB
10-QSB
10-QSB
10-QSB
10-KSB
10-QSB
10-QSB
10-QSB

16

Period
Ended

12/31/03
03/31/04
06/30/04
09/30/04
12/31/04
03/31/05
06/30/05
09/30/05
12/31/05
03/31/06
06/30/06
09/30/06

12/31/02
03/31/03
06/30/03
09/30/03
12/31/03
03/31/04
06/30/04
09/30/04
12/31/04
03/31/05
06/30/05
09/30/05
12/31/05
03/31/06
06/30/06
09/30/06

Due Date Received

03/30/04
05/17/04
08/16/04
11/15/04
03/31/05
05/16/05
08/15/05
11/14/05
03/31/06
05/15/06
08/14/06
11/14/06

03/31/03
05/15/03
08/14/03
11/14/03
03/30/04
05/17/04
08/16/04
11/15/04
03/31/05
05/16/05
08/15/05
11/14/05
03/31/06
05/15/06
08/14/06
11/14/06

Date

Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed

Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed
Not filed

Months
Delinquent
(rounded

up)

Page 4 of 4




Chairrean G and GW{‘TM
Careprorard Nazarett Not P‘»"RGP‘&?

UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

CORRECTED COPY
SECURITIES EXCHANGE ACT OF 1934
Release No. 54861 / December 1, 2006

ADMINISTRATIVE PROCEEDING
File No. 3-12495

)
In the Matter of ) ORDER INSTITUTING ADMINISTRATIVE
) AND CEASE-AND-DESIST PROCEEDINGS,
)  MAKING FINDINGS, AND IMPOSING REMEDIAL
JEFFERIES & CO., INC. and )  SANCTIONS AND A CEASE-AND-DESIST
) ORDER PURSUANT TO SECTIONS 15(b) AND
SCOTT JONES, ) 21C OF THE SECURITIES EXCHANGE ACT
) OF 1934
Respondents. )
)
L

The Securities and Exchange Commission (“Commission”) deems it appropriate and in
the public interest that public administrative and cease-and-desist proceedings be, and hereby
are, instituted pursuant to Sections 15(b) and 21C of the Securities Exchange Act of 1934
(“Exchange Act”) against Jefferies & Co., Inc. (“Jefferies” or the “firm”) and that public
administrative proceedings be, and hereby are, instituted pursuant to Section 15(b) of the
Exchange Act against Scott Jones (“Jones”) (collectively, “Respondents”).

IL

In anticipation of the institution of these proceedings, Respondents Jefferies and Jones
have submitted Offers of Settlement (the “Offers”) that the Commission has determined to
accept. Solely for the purpose of these proceedings and any other proceedings brought by or on
behalf of the Commission, or to which the Commission is a party and without admitting or
denying the findings herein, except as to the Commission’s jurisdiction over them and the subject
matter of these proceedings, which are admitted, Respondents Jefferies and Jones consent to the

“entry of this Order Instituting Administrative and Cease-and-Desist Proceedings, Making
Findings, and Imposing Remedial Sanctions and a Cease-and-Desist Order Pursuant to Sections
15(b) and 21C of the Securities Exchange Act of 1934 (“Order”), as set forth below.

bb (,(/N\g«d" ?OF 58




_On the basis of this Order and Respondents’ Offers, the Commission finds' that:

A. RESPONDENTS

1. Jefferies is registered with the Commission as a broker-dealer (File No. 8-15074)
pursuant to Section 15(b) of the Exchange Act and provides securities brokerage services
primarily to institutional customers.

2. Scott Jones, age 50, resides in Chicago, Illinois. Since November 1980, he has
been employed by Jefferies in various capacities. He is a member of Jefferies’ board of
directors. In 1998, he became director of equities. He was Quinn’s immediate supervisor for
most of Quinn’s employment at Jefferies.

B. OTHER RELEVANT PARTY

3. Kevin Quinn, age 40, resides in Needham, Massachusetts. From May 2002 until
his employment was terminated on October 11, 2004, he was associated with Jefferies as an
account executive and held the position of senior vice president, equity and sales.

C. FACTS
Summary
4, This proceeding concerns Quinn's provision of approximately $2 million in

extensive travel, entertainment and gifts to certain employees of an investment adviser (the
“Fund Adviser”) to a family of mutual funds (the “Funds”). The employees included several
securities traders, whose responsibilities included directing securities transactions for the Funds
to brokerage firms for execution, and the head of the Fund Adviser’s global equity trading desk
(“Head of Equity Trading”), who supervised the securities traders and decided which securities

: The findings herein are made pursuant to Respondents’ Offers of Settlement and are not binding on any

other person or entity in this or any other proceeding.




brokerage firms would be approved to handle equity transactions for the Funds.?

5. Jefferies hired Quinn in May 2002 in an effort to increase the firm’s brokerage
business with the Funds. The firm anticipated that Quinn’s business relationship with the Fund
Adviser would generate as much as $50 million in commission revenues per year for Jefferies.
To land Quinn as an expected rainmaker, the firm offered him an unprecedented compensation
package whereby Jefferies would pay Quinn $4 million per year in salary and would provide him
and his team of brokers with an annual travel and entertainment (“T&E”) budget of $1.5 million,
including pre-paying vendors of Quinn’s choice for his blocks of flight hours on private planes
for business travel and entertainment.

6. From May 2002 until his employment was terminated in October 2004, Quinn

| sought to obtain additional brokerage business from the Funds. A skilled amateur golfer with

connections at many exclusive golf courses, Quinn took a small group of traders on expensive
golf trips, flying them on private planes, lodging them at fine hotels, and at times, providing
them with golf merchandise and other presents. He also made private planes available for the
traders to take on personal trips without his attendance. He gave tickets to the Fund Adviser’s
traders for major sporting events (such as Wimbledon and the U.S. Open), Broadway shows, and
concerts, again without his attendance. He even helped pay for one trader’s elaborate bachelor
party in Miami. Quinn also included the Head of Equity Trading on some of the golf excursions
and made a private plane available for his personal use. He also used significant amounts of his
T&E budget for personal use of extensive private plane travel, expensive hotels, meals, car
service, and tickets to major sporting events for himself, his family, and several friends who were
not affiliated with the Fund Adviser. Although this latter category of expenditures was unrelated
to Quinn’s entertainment of the Fund Adviser’s traders, he improperly sought and obtained
reimbursement from Jefferies for these expenses.

7. Section 17(e)(1) of the Investment Company Act of 1940 (“Investment Company
Act”) makes it unlawful for an affiliated person of a registered investment company, or an
affiliate of an affiliate, when acting as an agent, to accept compensation from any source (other
than a salary or wages from the registered investment company) for the purchase or sale of any
property to or for the registered investment company. The traders were affiliated persons of the
Fund Adviser, which is an affiliated person of registered investment companies (the Funds),
because the Fund Adviser advises those funds. The Fund Adviser’s employees’ receipt of travel,
entertainment and gifts from Quinn constituted compensation within the scope of the prohibition
of Section 17(e)(1) of the Investment Company Act.

2 Several of the traders are no longer employed by the Fund Adviser, and the Head of Equity Trading has been
reassigned to another position with an entity related to the Fund Adviser.




8. Section 17(a)(1) of the Exchange Act and Rule 17a-3 thereunder require every
registered broker-dealer to make and keep current accurate books and records, including ledgers
reflecting, among other things, all expenses.

9. Section 15(b)(4) of the Exchange Act authorizes the Commission to censure a
broker or dealer for failing reasonably to supervise, with a view to preventing violations of the
federal securities law, another person who commits such a violation, if that person is subject to the
broker or dealer’s supervision. ’

10. Section 15(b)(6) of the Exchange Act, incorporating by reference Section
15(b)(4)(E) of the Exchange Act, authorizes the Commission to sanction a person associated with,
or at the time of the alleged misconduct was associated with, a broker or dealer for failing
reasonably to supervise, with a view to preventing violations of the federal securities law, another
person who commits such a violation, if that person is subject to the person’s supervision.

11.  After providing Quinn and his team with an annual T&E budget of $1.5 million to
spend on the Fund Adviser’s employees, Jefferies failed reasonably to implement its existing
policies and procedures and failed to develop new procedures to determine whether Quinn
provided them with compensation in violation of Section 17(¢)(1) of the Investment Company
Act. Quinn was not required to obtain prior approval for his T&E expenditures or to account for
his use of pre-paid private plane hours, which enabled Quinn to make private planes available to
some of the Fund Adviser’s employees for their personal use without firm oversight. Although
Jones, Quinn’s immediate supervisor, did review Quinn’s requests for reimbursement of T&E
expenses, he routinely approved vouchers that indicated, on their face, that Quinn had given
some of the Fund Adviser’s employees items worth more than $100, in violation of the firm’s
policy, or that Quinn had not accompanied the Fund Adviser’s employees on a private plane
flight or to a particular event, in which case the expenses were gifts and could not properly be
reimbursed under the firm'’s policy. Further, Jefferies books and records of expenses were
inaccurate as a result of Quinn’s submission and Jefferies’ approval of T&E vouchers in which
Quinn characterized his personal use of T&E funds as reimbursable business expenses.

12. Jefferies failed reasonably to supervise, within the meaning of Section 15(b)(4)(E)
of the Exchange Act, Quinn, with a view to preventing Quinn’s aiding and abetting of the Fund -
Adviser’s employees’ violations of Section 17(e)(1) of the Investment Company Act. Jefferies
also violated Section 17(a)(1) of the Exchange Act and Rule 17a-3 thereunder by failing to make
and keep current books and records that accurately reflected expenses. In addition, Jones failed
reasonably to supervise, within the meaning of Section 15(b)(6) of the Exchange Act,
incorporating by reference Section 15(b)(4) of the Exchange Act, Quinn, with a view to preventing
Quinn’s aiding and abetting violations of Section 17(e)(1) of the Investment Company Act.




Ouinn’s Emplovment Agreement with Jefferies

13.  Prior to joining Jefferies, while he was employed at two other registered broker-
dealers, Quinn developed business relationships with several of the Fund Adviser’s securities
traders and assembled a team of registered representatives to handle securities transactions for
the Funds. Quinn left the second of these firms in March 2002 when it closed its U.S. equity
division.

14. In May 2002, Jefferies agreed to hire Quinn and his team in order to increase its
brokerage business with the Fund Adviser. The firm’s then-president and chief operating officer
(and also a member of its board of directors), conducted the initial interview with Quinn.
Jefferies had received $4.3 million in equity commissions from the Fund Adviser in 2001, and
the firm’s President concluded that Quinn’s relationship with the Fund Adviser’s employees
could generate as much as $50 million in additional commission revenues per year for Jefferies.

15. On May 8, 2002, Jefferies and Quinn entered into an err{ployment contract
whereby Quinn would start working at the firm’s Boston office on September 3, 2002. The
employment contract ~ which the firm’s then-president approved - provided that Quinn would
receive a guaranteed salary of $1.3 million for the remainder of 2002 and a guaranteed salary of
$4 million per year in 2003 and 2004.> The contract also provided that Quinn and his team
would receive a bonus if the adjusted gross commissions from the Fund Adviser exceeded
certain target levels.* In addition, the contract provided Quinn and his team with a $500,000
T&E expense account for the remainder of 2002 and with a $1.5 million annual T&E expense
account in 2003 and 2004. Quinn was allowed to start using the T&E expense account during
the summer of 2002, even though he did not become a registered representative in J effenes
Boston office until after September 3, 2002.

16. Both the amount of Quinn’s guaranteed salary and the T&E budget was
unprecedented for the firm in several respects. First, Quinn received a guaranteed salary of $4
million (later $4.75 million), whereas other brokers at Jefferies were paid on a commission basis.

Second, Jefferies funded the Quinn team’s $1.5 million T&E budget, whereas other brokers at
Jefferies had to pay their T&E expenses out of their own commissions. Third, Jefferies agreed to

3 On April 21, 2003, the employment contract was amended to provide Quinn with a guaranteed salary of $4.75
million in 2004."

* While Quinn and his team were employed at Jefferies, their adjusted gross commissions from the Fund Adviser
were too low to trigger their entitlement to any bonus.




pre-pay for Quinn’s use of private planes for business travel, whereas other brokers at Jefferies
were required to obtain prior approval for use of private planes chartered by Jefferies.

Jefferies’ Written Policies Concerning
Travel, Entertainment and Gifts

17. At all relevant times, Jefferies maintained a Statement of Policy on Standards of
Employee Conduct (“Statement of Policy”), which prohibited the giving of gifts of substantial
value to, or inappropriate entertainment of, persons doing business with the firm. The Statement
of Policy was distributed annually, and all employees were required to review the policy and sign
an acknowledgment of its receipt. The Statement of Policy prohibited any Jefferies employee
from giving goods or services to a customer worth more than $100 per year without prior
approval from the employee’s manager. NASD Rule 3060 prohibits a broker from providing a
customer with gifts and gratuities worth more than $100 per year.

18. At all relevant times, Jefferies maintained a Travel and Entertainment Policy
(“T&E Policy”) which provided that requests for reimbursement of T&E expenses should
identify the customers who attended the event, the business purpose of the event, and the
business topics discussed during the event, and should include original itemized receipts for all
expense items. In addition, a Jefferies employee was not entitled to reimbursement for event-
related expenses unless the employee attended the event with the customer. The T&E Policy
required Jefferies employees to be “responsible and prudent” in spending the firm’s money, “as if
[the money] were your own.” The T&E Policy also required managers approving expense
reports to identify “expenditures considered excessive or inappropriate” immediately to the
employee submitting those receipts. '

Quinn’s L.avish Entertainment of Fund Adviser Employees

19. Quinn used his $1.5 million annual T&E budget to entertain the small group of
the Fund Adviser’s traders from whom he received substantial brokerage business, as well as the
Head of Equity Trading.’

20. Quinn’s most extravagant entertainment of the Fund Adviser’s employees
involved taking them on golf excursions and other vacations.® Examples include:

5 The five traders who received the bulk of Quinn’s largesse are referred to as Traders A, B, C, D and E. Two other -
traders who took trips on private planes provided by Quinn are referred to as Traders F and G.

® The Fund Adviser employees sometimes tried to reimburse Quinn for travel, lodging and other expenses involved
in these excursions, but the amount of their reimbursement almost never equaled the actual cost of the expenses.




a. In November 2002, Quinn took the Head of Equity Trading and Traders A
and B on a so-called “Fall Classic” golf excursion to Las Vegas, Nevada, and Cabo San Lucas,
Mexico. The trip lasted four days. Quinn provided private plane flights and lodging at
expensive hotels (including the Bellagio in Las Vegas). He also gave each Fund Adviser
employee golf merchandise and DVD players as golf prizes. The total cost for Jefferies was
more than $215,000.

b. In December 2002, Quinn took Trader B for a golf weekend in South
Carolina and Florida. Quinn provided private plane flights, lodging, limousine service, and golf
prizes. The total cost for Jefferies was more than $35,000.

¢. . InJanuary 2003, Quinntook the Head of Equity Trading and Trader A for
a golf weekend in Georgia. Quinn provided private plane flights and lodging. The total cost for
Jefferies was nearly $45,000. ) ~

d. In February 2003, Quinn took Trader C and his family on a vacation in
Palm Beach, Florida. Quinn provided private plane flights, use of the facilities at the Breakers
Hotel, limousine service, and a rental car. The total cost for Jefferies was more than $80,000.

€. In March 2003, Quinn joined with representatives of other brokerage firms
to pay for Trader A’s bachelor party in Miami. Quinn provided private plane flights and

“limousine service for the Head of Equity Trading, Trader A, several employees of other

securities brokerage firms, and assorted guests to attend the party. The total cost for Jefferies
was more than $75,000.

f. In December 2003, Quinn took Traders A and B on another “Fall Classic”
golf excursion, this time to Las Vegas, Nevada, and Scottsdale, Arizona.” The trip lasted four
days. Quinn provided private plane flights, lodging at expensive hotels (including the MGM
Grand in Las Vegas), and limousine service. He also gave each Fund Adviser employee golf
merchandise and other items as golf prizes. The total cost for Jefferies was nearly $160,000.

g. In January 2004, Quinn took Trader A to the Super Bowl in Houston and
while there, entertained Trader B. Quinn provided private plane flights, lodging at the
Lancaster-King Hotel, tickets to the Playboy pre-game party, and a rental car. The total cost for
Jefferies was over $150,000.

h. In February 2004, Quinn took Trader C and his family on a vacation in

- Palm Beach, Florida. Quinn provided private plane flights, lodging at the Breakers Hotel, and a

rental car. The total cost for Jefferies was more than $62,500.

21. The private plane flights, fancy hotels, limousines and rental cafs, and golf
equipment, DVD players and other “prizes” provided by Quinn constituted compensation to the




Fund Adviser’s employees within the scope of the prohibition in Section 17(e)(1) of the
Investment Company Act.

22. On many occasions, Quinn simply paid for some of the Fund Adviser’s
employees to take a private plane for their personal use.” Examples include:

a. In November 2002, Trader F and his family traveled from Boston to and
from Orlando, Florida. The cost for Jefferies was nearly $25,000.

b. In January 2003, Trader C and his wife flew from Naples, Florida to
Boston. The cost for Jefferies was more than $20,000.

c. In February 2003, the Head of Equity Trading flew from Monterey,
California, to Boston. The cost for Jefferies was nearly $45,000.

d. In September 2003, Trader A and his wife flew from Boston to
Nantucket. A few days later, they flew from Nantucket to Los Angeles and then returned from
Los Angeles The total cost for Jefferies was nearly $75,000.

_ €. In November 2003, Trader G and his wife flew to and from St. Thomas,
U.S.V.1. The cost for Jefferies was more than $46,000.

f. In December 2003, the Head of Equity Trading flew to Florida for.the
weekend. The cost for Jefferies was more than $45,000.

g In late December 2003, Trader A and his wife flew to Florida for the
weekend. The cost for Jefferies was more than $31,000.

h. In March 2004, Trader B and his wife and Trader D and his girlfriend flew
to the Bahamas and Turks & Caicos for vacation. The cost for Jefferies was more than $47,000.

23.  The use of a private plane at Jefferies’ expense constituted compensation to the
Fund Adviser’s employees within the scope of the prohlbltlon in Section 17(e)(1) of the
Investment Company Act.

! Quinn remarked in an email to a Fund Adviser trader in November 2002, “I view private plane travel as one of the
great perks of this biz and am more than willing to do it for a few guys when I can ... just as long as they keep it
low.”




4
.

24, Quinn also provided some of the Fund Adviser’s employees with tickets to
sporting events and concerts along with expensive wine. For example:

a. Quinn gave Trader E tickets to attend the Wimbledon and U.S. Open
tennis tournaments. The total cost to Jefferies of the Wimbledon tickets in 2002, 2003 and 2004
was nearly $90,000, the total cost of U.S. Open tickets in 2002 and 2003 was more than $17,000,
and when Trader E attended Wimbledon in 2004, Jefferies also paid $12,000 for his hotel in
London. Quinn did not attend any of these events.

b. Quinn provided some of the Fund Adviser’s employees, including traders
and a senior Fund Adviser officer, with numerous tickets to the theater (such as “The Lion King,”
“Hairspray,” “Beauty and the Beast,” “The Producers” and “Moving Out”), concerts (such as
Bruce Springsteen, Justin Timberlake, Prince and Santana), the circus, and professional baseball,
basketball, football and hockey games.® Quinn rarely attended these events with the Fund
Adviser’s employees.

c. Quinn provided the Fund Adviser’s traders with extremely expensive
bottles of wine as Christmas gifts. For example, Quinn gave Trader E over $13,000 worth of
wine over two Christmases, and he provided over $4,000 worth of wine as a Christmas gift to

. Trader B.

25. The receipt of tickets at Jefferies’ expense constituted compensation to the Fund

- Adviser employees in violation of Section 17(e)(1) of the Investment Company Act.

Jefferies’ Increased Business
with the Fund Adviser after Quinn’s Hiring

26.  Jefferies’ status among the securities brokerage firms used by the Funds improved
substantially after Quinn joined the firm. Jefferies for the first time began to commit capital in
certain of its trades for the Fund Adviser. In addition, on a regular basis, Quinn provided the
Fund Adviser’s employees with the travel, entertainment and gifts described aboveog

27. The Fund Adviser’s traders were only permitted to send securities transactions to
broker-dealers that had been approved by the Head of Equity Trading. The Fund Adviser
grouped the approved firms into three categories: (1) “core brokers” handling the large majority
of transactions; (2) “watch list brokers” handling a smaller, but still significant, amount of
transactions; and (3) other “specialized brokers.” Before Quinn began working there in

'In December 2002, Quinn told Trader E that certain tickets were “not easy by the way.” Trader E responded, “I
know. That's why I asked Kevin ‘the Man’ Quinn for a big favor.”

9 Quinn once described himself to a Fund Adviser trader as “a whore for biz.” He told another trader, “I will do
anything for an order (w/ my clothes on).”



September 2002, Jefferies was in the third category as a “specialized third-market” firm. As of
January 2003 - after Quinn’s first four months of the firm - the Fund Adviser had moved
Jefferies to the second category as a “watch list” firm. As of April 2003 - after another three
months of Quinn's efforts - the Fund Adviser had re-classified Jefferies once again, placing the
firm in the first category of “core brokers.”

28.  Consistent with its change of status to a “core broker,” the brokerage business that
Jefferies received from the Funds increased substantially after Quinn began working there in
September 2002. Before Quinn’s arrival, in the second quarter of 2002, Jefferies handled 25.1
million shares of listed securities and 14 million shares of “over-the-counter” (*OTC”) securities
for the Funds. With this volume, Jefferies ranked 34™ for listed securities and 25" for OTC
securities among the brokerage firms used by the Funds. Jefferies’ volume rose quickly after
Quinn’s arrival. In the fourth quarter of 2002, Quinn’s first full quarter of employment,
Jefferies’ ranking had risen to 17" for listed securities and 18™ for OTC securities. By the third
quarter of 2004, Quinn’s final full quarter of employment, Jefferies handled 277.7 million shares
of listed securities and 193.6 million shares of OTC securities. Its volume ranking with the
Funds was 13" in listed securities and 12" in OTC securities.

29. Just as the volume of Jefferies’ brokerage business from the Funds increased, so
did the brokerage commissions that the Funds paid to Jefferies. In the first six months of 2002,
just prior to Quinn’s arrival, Jefferies received $1.7 million in brokerage commissions, ranking it
43 among the firms used by the Fund Adviser. By contrast, in the first nine months of 2004,
Jefferies received $24.5 million in brokerage commissions from the Funds, improving its ranking
to 13 among the firms used by the Fund Adviser. During the period of Quinn’s employment,
Jefferies received over $60 million in commissions from the Funds.

30. Most of the brokerage business that Jefferies received from the Fund Adviser
came from four traders (Traders A, B, C and D) who went on most of Quinn’s golf and other
excursions and from a fifth trader (Trader E), who received expensive wine and the most
expensive tickets to sporting events (such as Wimbledon and the U.S. Open). During the period

- of Quinn’s employment at Jefferies (September 2002 to October 2004), these five traders sent
trades generating approximately $39.4 million in commissions for Jefferies:

Trader A $18.4 million

Trader B 6.5 million
Trader C 2.6 million
Trader D 3.2 million
Trader E 8.7 million

In addition, Traders F and G, both of whom took vacations on private planes supplied by Quinn,
sent trades generating an additional $2.9 million.
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31.  Although these traders (especially Traders A-E) routinely directed brokerage
business to Jefferies after Quinn’s arrival, they sometimes sent higher than average volume of
business to Jefferies just before or just after Quinn provided them with travel and entertainment.

Jefferies’ Failure to Supervise Quinn

32.  Asnoted above, the $1.5 million annual T&E expense account that Quinn
received from Jefferies was unprecedented for the firm. Quinn had only one significant
customer, the Fund Adviser, and he obtained most of his brokerage business from only a small
group of the Fund Adviser’s traders. Giving Quinn and his team $1.5 million to spend each year
on so few of the Fund Adviser’s employees created a substantial risk that Quinn would use the
money for travel, entertainment and gifts that would constitute compensation to the Fund
Adviser employees in violation of Section 17(e)(1) of the Investment Company Act. Jefferies
approved and reimbursed Quinn’s expenditures to the Fund Adviser’s employees and failed
reasonably to implement its existing policies and procedures and failed to develop new
procedures to determine whether Quinn provided the Fund Adviser’s employees with
compensation in violation of Section 17(e)(1) of the Investment Company Act.

33. Quinn was not required to obtain prior approval for his T&E expenditures.
Jefferies also did not require Quinn to account for his use of pre-paid private plane hours.

34.  If Jefferies had reasonably implemented its existing policies and procedures or
adopted new procedures to oversee Quinn’s use of the T&E expense account, it is likely that
Jefferies could have prevented and detected Quinn’s securities law violations.

Jones’ Failure to Supervise Quinn

35.  To be reimbursed for those expenditures after-the-fact, Quinn had to submit
vouchers. Consistent with the T&E Policy, the vouchers were supposed to identify the customers
who attended the event, the business purpose of the event, and the business topics discussed
during the event. The vouchers were also supposed to include original itemized receipts for all
expense items.

36.  Jones, who was Quinn’s immediate supervisor, reviewed and approved most of
Quinn’s expense vouchers.'® After Jones approved a voucher, he sent it to the Equity
Accounting office in New York, which then sent the voucher to the Accounting Department in
Los Angeles for payment. Before issuing a reimbursement check, the Accounting Department
was supposed to review the voucher to ensure that it had been approved by a supervisor and that
it contained proper supporting documentation.

1% On certain occasions, especially at the beginning of Quinn’s employment at Jefferies, the regional manager in
Jefferies’ Boston office, rather than Jones, reviewed and approved Quinn’s vouchers.
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37. From June 2002 until October 2004, Quinn obtained reimbursement for 75
vouchers totaling $2.8 million. Jones and, on a few occasions, the Boston regional manager,
approved the vouchers even though many of them were deficient in several respects, and
reflected red flags that Quinn was not complying with firm procedures and could be facilitating
the Fund Adviser’s employees’ violations of Section 17(e)(1) of the Investment Company Act.

38. Many of Quinn’s vouchers indicated on their face that he had provided the Fund
Adviser’s employees w1th items worth more than $100. Examples include:

a. Quinn was reimbursed for substantial expenses associated with the so-
called “Fall Classic” in November 2002, when he took the Head of Equity Trading and Traders A
and B to Las Vegas and Mexico for golf and other activities. Jones approved the reimbursement -
of $5,199 for golf merchandise and $3,360 for four DVD players even though the vouchers
(#172262 and 172461) indicated that the items were for the “annual golf outing with Fund
Adviser traders.”

b. Quinn was reimbursed $1,391 for merchandise that he claimed to have
given to seven of the Fund Adviser’s employees (including the Head of Equity Trading and
Traders A, B, C and D) in April 2003. Jones approved the reimbursement even though the
voucher (#183963) identified the items as “Seminole Golf Outing golf prizes.”

c. Quinn was reimbursed for substantial expenses associated with the so-
called “Fall Classic” in December 2003, when he took Traders A and B to Las Vegas and
Arizona for golf and other activities. Jones approved the reimbursement of $10,332 for golf
merchandise even though the voucher (#196189) identified the items as “golf supplies and
prizes.”

d. Quinn was reimbursed $10,333 for wine that he claimed to have given to
fifteen Fund Adviser traders in December 2003. (In fact, the wine consisted of cases that Quinn
gave to Traders B and E.) Jones approved the reimbursement even though the voucher
(#198286) identified the wine as “[the Fund Adviser] Xmas gifts.”

39. If Jones had conducted a reasonable examination of these vouchers, he would
have seen that Quinn had given the Fund Adviser’s employees items worth more than $100, in
violation of the firm'’s Statement of Policy.

40. Many of Quinn’s vouchers contained no indication that any Jefferies personnel
had accompanied the Fund Adviser’s employees to certain events (which, in fact, they had not).

- Examples include:
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a. Quinn was reimbursed $24,493 for a private plane to Florida that he
provided to Trader F and his family in November 2002. Jones approved the reimbursement even
though the voucher (#173754) did not indicate that Quinn had been on the flight.

b. Quinn was reimbursed $3,610 for tickets to “Hairspray” that he gave to
Trader E in December 2002. Jones approved the reimbursement even though the voucher
(#175227) indicated that the tickets were for one of the Fund Adviser’s senior officials and did
not indicate that any Jefferies personnel had attended the event.

c. Quinn was reimbursed $23,600 for private plane flights to and from Las
Vegas that he claimed to have provided to Trader C in March 2003. Jones approved the
reimbursement even though the voucher (#180455) did not indicate that Quinn had been on the
flight and the attached documentation indicated that Trader C had been the only passenger.

d. Quinn was reimbursed $31,216 for tickets to the Wimbledon tennis
tournament that he gave to Trader E in July 2003. Jones approved the reimbursement even
though the voucher (#186167) did not indicate that Jefferies personnel had attended the event.

41. If Jones had conducted a reasonable examination of these vouchers, he would
have found no indication that any Jefferies personnel had accompanied the Fund Adviser’s
employees to the various events, and thus Quinn was not entitled to reimbursement under the
firm’s T&E Policy. He would also have seen that the unaccompanied private plane trips and
tickets were gifts to a customer worth more than $100, in violation of the Statement of Policy.

42, Some of Quinn’s vouchers were inconsistent with the attached documentation.
Examples include: '

a. Quinn was reimbursed $2,948.97 for a private plane to Nantucket that he
provided to Trader A and his wife in September 2003. Jones approved the reimbursement. The
voucher (#195455) indicated that Quinn and his wife were on the plane along with two Fund
Adviser traders and their wives, but the attached air charter invoice indicated that there were only
three passengers.

b. Quinn was reimbursed $46,237 for a private plane to Tortola in the
Caribbean that he provided to Trader G and his wife in November 2003. Jones approved the
reimbursement. The voucher (#195317) indicated that Quinn was on the plane, but the only.-
person mentioned on the attached air flight detail was Trader G.

c. Quinn was reimbursed $38,208 for tickets to the Wimbledon tennis
tournament that he gave to Trader E in July 2004 and was also reimbursed $12,809 for the
trader’s lodging at a London hotel. Jones approved the reimbursement. The vouchers (#210466
and 210486) listed business discussed as “tech stock volatility,” but the attached invoice did not
indicate that any Jefferies personnel had attended the event.
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43, If Jones had obtained the charter company invoices and conducted a reasonable
examination of these vouchers, they would have found that these were additional instances when

- no one from Jefferies accompanied the Fund Adviser employee on the trip and thus that Quinn

was not entitled to reimbursement under the firm’s 7&E Policy. The unaccompanied flights
were gifts to a customer worth more than $100, in violation of the firm’s Statement of Policy, and
also constituted compensation to the Fund Adviser employees in violation of Section 17(e)(1) of
the Investment Company Act.

44.  Jones also never required Quinn to account for his use of pre-paid private plane
hours. A reasonable review of the charter company invoices would have revealed many
additional occasions when no one from Jefferies accompanied a Fund Adviser employee on a
private plane trip. Examples include:

a. A flight from California to Boston in February 2003 (worth nearly
$45,000) by the Head of Equity Trading.

b. Round-trip flights between Boston and Florida in December 2003 (worth
more than $45,000) by the Head of Equity Trading and three guests.

c. A flight to Puerto Rico in February 2004 (worth more than $23,000) by
Trader A and his wife.

d. Round-trip flights between Boston and the Bahamas in March 2004 (worth
more than $47,000) by Trader B and his wife and Trader D and his girlfriend.

45. If Jones had conducted a reasonable examination of the charter company invoices,
he would have found that these were still more instances when no one from Jefferies
accompanied the Fund Adviser employee on a private plane trip and thus that Quinn was not
entitled to reimbursement under the firm’s T&E Policy. Once again, the unaccompanied flights
were gifts to a customer worth more than $100, in violation of the firm’s Statement of Policy.

46. - Jones was a senior Jefferies executive with considerable experience in the
brokerage business and Quinn’s supervisor. Nevertheless, he failed to reasonably monitor
Quinn’s use of his $1.5 million annual T&E expense account to entertain Fund Adviser
employees. Indeed, as set forth above, Jones failed to reasonably respond to red flags related to
Quinn’s use of the T&E expense account. First, Jones approved a number of vouchers that
reflected gifts to a customer worth more than $100, in violation of Jefferies’ Statement of Policy,
as well as expenses that were not eligible for reimbursement under the firm’s T&FE Policy.

47.  Inparticular, Jones failed reasonably to respond to red flags that were reflected on
the vouchers themselves, nearly all of Quinn's T&E expenditures were for the benefit of the
same handful of Fund Adviser employees — especially the Head of Equity Trading and Traders
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A, B, C,Dand E. This concentration of Quinn’s expenditures on such a small number of people
only increased the chance that the expenditures would result in gifts worth more than $100 and in
compensation to the Fund Adviser employees in violation of Section 17(e)(1) of the Investment
Company Act.

48.  If Jones had reasonably responded to red flags, it is likely that they could have
prevented and detected Quinn’s securities law violations.

Ouinn Sought and Obtained Reimbursement for Improper Expenses

49.  Quinn also submitted T&E vouchers to Jefferies reflecting hundreds of thousands
of dollars of expenses that were for his own personal benefit by improperly characterizing them
as business expenses.'' This included private jet travel, along with personal trips with friends and
family to such places as Aspen, Colorado; Sea Island, Georgia; and the Masters golf tournament
in Augusta, Georgia. Quinn also sought and obtained reimbursement for a private jet flight taken
by his supervisor Jones to Florida by improperly submitting a voucher that indicated that the
Fund Adviser’s Head of Equity Trading was the passenger on the flight.

. 50. Quinn’s submission of improper T&E vouchers and the resulting reimbursement
rendered Jefferies’ ledgers of its expense accounts inaccurate in violation of Section 17(a)(1) of

the Exchange Act and Rule 17a-3 thereunder:

Jefferies’ Actions After the Beginning of the Investigation

51.  After an NASD examination in August 2004 raised questions about Quinn’s
conduct, Jefferies commenced an internal investigation by outside counsel. Upon completion,
Jefferies provided the report of the internal investigation to the Commission staff. In October
2004, Jefferies terminated Quinn for cause. Jefferies also fined Quinn’s supervisor, Jones,
$250,000, suspended him for 30 days without pay, and ordered him to participate in supervisory
and compliance training. :

52. In determining to accept Jefferies” Offer, the Commission considered its
cooperation with the Commission staff.

D. VIOLATIONS

1. As aresult of the conduct described above, Jefferies failed reasonably to supervise
Quinn, with a view to preventing and detecting his aiding and abetting violations of Section
17(e)(1) of the Investment Company Act, within the meaning of Section 15(b)(4)(E) of the
Exchange Act.

""" After his termination, Quinn reimbursed Jefferies for an agreed-upon amount of these expenses.
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2. As a result of the conduct described above, Jefferies willfully violated Section
17(a)(1) of the Exchange Act and Rule 17a-3 thereunder by failing to make and keep current
accurate books and records of its expenses and compensation records related to its associated
persons by means of the submission and approval of T&E vouchers that characterized Quinn’s
prohibited use of his T&E budget as business expenses of the company.

3. As a result of the conduct described above, Jones failed reasonably to supervise
Quinn, with a view to preventing and detecting his aiding and abetting violations of Section
17(e)(1) of the Investment Company Act, within the meaning of Section 15(b)(6) of the Exchange
Act, incorporating by reference Section 15(b)(4)(E) of the Exchange Act.

A
UNDERTAKINGS

1. Independent Compliance Consultant. Jefferies shall retain, within 30 days of
the date of this Order, the services of an Independent Compliance Consultant not
unacceptable to the staff of the Commission. The Independent Compliance Consultant’s
compensation and expenses shall be borne exclusively by Jefferies and Jefferies shall
require the Independent Compliance Consultant to conduct a comprehensive review of
Jefferies’ supervisory, compliance, and other policies and procedures designed to detect
and prevent breaches of the firm’s policies and the federal securities laws with respect to
the provision of gifts, travel, and entertainment by Jefferies and its employees. This
review shall include, but shall not be limited to, a review of Jefferies’ travel and
entertainment of, and gifts to, customers and prospective customers; the provision of
training for employees regarding travel and entertainment of, and provision of gifts to,
customers; and supervisory review and approval of travel and entertainment expenses
submitted by Jefferies’ employees. Jefferies shall cooperate fully with the Independent
Compliance Consultant and shall provide the Independent Compliance Consultant with

. access to its files, books, records, and personnel as reasonably requested for the review.

a. Jefferies shall require that, at the conclusion of the review, which in no
event shall be more than 120 days after the date of entry of this Order, the
Independent Compliance Consultant shall submit a Report to Jefferies and to the
staff of the Commission. Jefferies shall require the Independent Compliance
Consultant to address in the Report the issues described in paragraph 1 of these

. undertakings, and to include a description of the review performed, the
conclusions reached, the Independent Compliance Consultant’s recommendations
for changes in or improvements to Jefferies’ policies and procedures, and a
procedure for implementing the recommended changes In or improvements to
Jefferies’ policies and procedures.

b. Jefferies shall adopt all recommendations contained in the Report of the
Independent Compliance Consultant; provided, however, that within 150 days
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from the date of the entry of this Order, Jefferies shall in writing advise the
Independent Compliance Consultant and the staff of the Commission of any
recommendations that it considers to be unnecessary or inappropriate. With
respect to any recommendation that Jefferies considers unnecessary or
inappropriate, Jefferies need not adopt that recommendation at that time but shall
propose in writing an alternative policy, procedure, or system designed to achieve
the same objective or purpose.

c. As to any recommendation with respect to Jefferies’ policies and
procedures on which Jefferies and the Independent Compliance Consultant do not
agree, such parties shall attempt in good faith to reach an agreement within 180
days of the date of the entry of this Order. In the event Jefferies and the
Independent Compliance Consultant are unable to agree on an alternative
proposal acceptable to the staff of the Commission, Jefferies will abide by the
determinations of the Independent Compliance Consultant.

d. Jefferies (i) shall not have the authority to terminate the Independent
Compliance Consultant, without prior written approval of the staff of the
Commission; (ii) shall compensate the Independent Compliance Consultant, and
persons engaged to assist the Independent Compliance Consultant, for services
rendered pursuant to this Order at their reasonable and customary rates; and (iii)
shall not be in and shall not have an attorney-client relationship with the
Independent Compliance Consultant and shall not seek to invoke the attorney-
client or any other doctrine or privilege to prevent the Independent Compliance
Consultant from transmitting any information, reports, or documents to the staff
of the Commission.

e. Jefferies shall require the Independent Compliance Consultant to enter
into an agreement that provides that for the period of engagement and for a period
of two years from completion of the engagement, the Independent Compliance

- Consultant shall not enter into any employment, consultant, attorney-client,
auditing or other professional relationship with Jefferies, or any of its present or
former affiliates, directors, officers, employees, or agents acting in their capacity.
The agreement will also provide that the Independent Compliance Consultant will
require that any firm with which he/she is affiliated or of which he/she is a
member, and any person engaged to assist the Independent Compliance
Consultant in performance of his/her duties under this Order shall not, without
prior written consent of the Commission’s Boston District Office, enter into any
employment, consultant, attorney-client, auditing or other professional
relationship with Jefferies, or any of its present or former affiliates, directors,
officers, employees, or agents acting in their capacity as such for the period of the
engagement and for a period of two years after the engagement. '
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' f. Certification. No later than twelve months after the date of entry of this
Order, the chief executive officer of Jefferies shall certify to the Commission in
writing that Jefferies has fully adopted and complied in all material respects with
the undertakings set forth in this section IV and with the recommendations of the
Independent Compliance Consultant or, in the event of material non-adoption or
non-compliance, shall describe such material non-adoption and non-compliance.

g. Recordkeeping. Jefferies shall preserve for a period not less than six years
from the end of the fiscal year last used, the first two years in an easily accessible
place, any record of Jefferies’ compliance with the undertakings set forth in this
section IV.

h. Deadlines. For good cause shown, the Commission's staff may extend any
of the procedural dates set forth above.

1. ‘Other Obligations and Requirements. Nothing in this Order shall relieve
Jefferies of any other applicable legal obligation or requirement, including any
rule adopted by the Commission subsequent to this Order.

2. Compliance Affidavit. Jones shall provide to the Commission, within ten (10)
days after the end of the three-month suspension period described below in Section V, an
‘ affidavit that he has complied fully with this sanction. Such affidavit shall be submitted under
cover letter that identifies Scott Jones as a Respondent and the file number of these proceedings,
and hand-delivered or mailed to David P. Bergers, District Administrator, Boston District Office,
33 Arch Street, 23" Floor, Boston, MA 02110-1424.

V.

In view of the foregoing, the Commission deems it appropriate and in the public interest
to impose the sanctions agreed to in the Offers of Respondents Jefferies and Jones.

Accordingly, pursuant to Sections 15(b) and 21C of the Exchange Act, it is hereby
ORDERED that Respondent Jefferies:

A. cease and desist from committing or causing any violations and any future
violations of Section 17(a)(1) of the Exchange Act and Rule 17a-3 thereunder.

B. be, and hereby is, censured.

C. shall, within 10 days of the entry of this Order, pay disgorgement of
- $4,214,945.65 and prejudgment interest of $580,316.26 to the Securities and
Exchange Commission. Such payment shall be: (A) made by United States
postal money order, certified check, bank cashier's check or bank money order;
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- D.

(B) made payable to the Securities and Exchange Commission; (C) hand-
delivered or mailed to the Office of Financial Management, Securities and
Exchange Commission, Operations Center, 6432 General Green Way, Stop 0-3,
Alexandria, VA 22312; and (D) submitted under cover letter that identifies
Jefferies as a Respondent in these proceedings, the file number of these
proceedings, a copy of which cover letter and money order or check shall be sent
to David P. Bergers, District Administrator, Boston District Office, 33 Arch
Street, 23" Floor, Boston, MA 02110-1424.

shall comply with its undertakings as enumerated in Section IV above.

Accordingly, pursuant to Section 15(b) of the Securities Exchange Act of 1934, it is
hereby ORDERED that Respondent Jones: :

A.

be, and hereby is, suspended from acting in a supervisory

ccapacity for any broker or dealer for a period of three (3) months, effective

beginning the second Monday following the issuance of this Order.

shall, within 10 days of the entry of this Order, pay a civil money penalty of
$50,000 to the Securities and Exchange Commission. Such payment shall be: (A)
made by United States postal money order, certified check, bank cashier's check
or bank money order; (B) made payable to the Securities and Exchange
Commission; (C) hand-delivered or mailed to the Office of Financial
Management, Securities and Exchange Commission, Operations Center, 6432
General Green Way, Stop 0-3, Alexandria, VA 22312; and (D) submitted under
cover letter that identifies as a Respondent in these proceedings, the file number
of these proceedings, a copy of which cover letter and money order or check shall
be sent to David P. Bergers, District Administrator, Division of Enforcement,
Securities and Exchange Commission, 33 Arch Street, 23 F loor, Boston, MA
02110-1410.

shall comply with his undertaking as enumerated in Section IV above.
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VI

Upon further order by the‘ Commission, the Division of Enforcement shall submit a
proposed plan for the administration and distribution of the Fair Fund in this matter.

By the Commission.
Nancy M. Morris
Secretary
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SECURITIES AND EXCHANGE COMMISSION
17 CFR Part 200
[Release No. 34-54867]
Delegation of Authority to Chief Administrative Law Judge
AGENCY: Securities and Exchange Commission;.
ACTION: Final rule.
SUMMARY: The Securities and Exchange Commission (“Commission”) is amending its rules
to delegate authority to the Chief Administrative Law Judge to issue orders to discontinue
administrative proceedings as to a particular respondent who has died or cannot be found, or
because of a mistake in the identity of a respondent named in the order for proceedings. The
delegation is intended to conserve Commission resources, as well as expedite dispvosition of
administrative proceedings.
EFFECTIVE DATE: [Insert date—30 dayrs after publication in Federal Register].
FOR FURTHER INFORMATION CONTACT: Geoffrey D. Kruczek, Office of
Administrative Law Judges, (202) 551-6030, Securities and Exchange Commission, 100 F Street
NE, Washlngton DC 20549-2557.
SUPPLEMENTARY INFORMATION:

The Commission today is amending its rules governing the delegation of authority to the
Chie‘f Administrative Law Judge. The Commission’s Office of the General Counsel has
delegated authority to grant motions of staff counsel to discontinue administraﬁve proceedings as -
to a particular respondent who has died or cannot be found, or because of a mistake in the

identity of a respondent named in the order for proceedings.1 The Commission has determined

' 17 CFR 200.30-14(g)(1)(vi).
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to extend this delegation to the Chief Administrative Law Judge.” The Commission believes that
this delegation will conserve Commissioxi and staff resources, as well as expedite the disposition
of staff motions prompted by these circumstances. Nevertheless, the staff may submif motions to
the Commission for consideration, as it deems appropriate. The amendment also deletes
reference to the Public Utility Holding Company Act of 1935, which has been repealed.
Administrative Law Matters

The Commission finds, in accordance with section 553(b)(A) of the Administrative
Procedure Act, 5 U.S.C. 553(b)(A), that this amendment relates solely to agency organization,
procedure or practice. Accordingly, notice and opportlinity for public comment are-unnecessary.
Because notice and comment are not required for this final i'ule, a regulatory flexibility analysis
is not requiréd under the Regulatory F lexibility Act.’ Because the rule relates to “agency
organization, procedure or practice that does not substantially affect the rights or obligations of
non-agency parties,” it is not subject to the Small Business Regulatory Enforcement Fairness
Act.?

Section 23(a)(2) of the Securities Exchange Act of 1934 requires the Commission, in
adopting rules under such Act, to consicier the anticompetitive effects of any rules it adopts. The
Commission does not believe this rule will have any impact on competition because it imposes
no new burden on respondents in administrative proceedings, and is intended to expedite
disposition of those proceedings. The rule does not contain any collection of information
requirements as defined by the Paperwork Reduction Act of 1995, as amended.” The rule will

not impose any costs on the public.

217 CFR 200.30-10.

3 See 5 U.S.C. 603.

4 See 5 U.S.C. 804(3)(C).

> See 44 U.S.C. 3501 et seq.




Statutory Basis and Text of Amendmeni:

This amendment to the Commission’s delegations is being adopted pursuant to statutory
authority granted to the Commission, including section 3 of the Sarbanes-Oxley Act of 2002, 15
U.S.C. 7202; section 19 of the Securities Act of 1933, 15 U.S.C. 77s; sections 4A, 19, and 23 of
the Securities Exchange Act of 1934, 15 U.8.C. 78d-1, 78s, 78w; section 319 of the Trust
Indenture Act of 1939, 15 U.S.C. 77sss; sections 38 and 40 of the Investment Company Act of
1940, 15 U.S.C. 80a-37 and 80a-39; and section 211 of the Investment Advisers Act of 1940, 15
U.S.C. 80b-11.

List of Subjects in 17 CFR Part 200
| Authority delegations (Government agencies).
Text of Adopted Rule

For the reasons set out in the preamble, Title 17, Chapter II of the Code of Federal |
Regulations is amended as follows:

Part 200—ORGANIZATION; CONDUCT AND ETHICS; AND INFORMATION AND
REQUESTS

1. The authority citation for part 200, subpart A, continues to read as follows:

Authority: 15 U.S.C. 77s, 770, 77sss, 78d, 78d-1, 78d-2, 78w, 7811(d), 78mm, 80a-37,
80b-11, and 7202, unless otherwise noted.

* ok k |

é. Section 200.30-10 is amended by:

a. Removing “the Public Utility Holding Company Act of 1935, 15 U.S.C. 79a et

seq.,” in the introductory text to paragraph (a);




b. Removing the period at the end of paragraph (a)(7) and in its place adding a
semicolon; and

¢. Adding paragraph (a)(8).

The addition reads as foliows:
§ 200.30-10 Delegation of authority to Chief Administrative Law Judge.
* ok ok k ok
(a) * % %
8) To gfant motions of staff counsel to discontinue administrative proceedings as to a

particular respondent who has died or cannot be found, or because of a mistake in the identity of

a respondent named in the order for proceedings.

* % ok ok k

By the Commission. ) y / éa M N :

Florence E. Harmon
Deputy Secretary

Date: December 4, 2006
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UNITED STATES OF AMERICA

- Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES ACT OF 1933
Release No. 8758 / December 4, 2006

SECURITIES EXCHANGE ACT OF 1934
Release No. 54868 / December 4, 2006

ADMINISTRATIVE PROCEEDING
File No. 3-12497

ORDER INSTITUTING CEASE-AND-DESIST
PROCEEDINGS, MAKING FINDINGS, AND
IMPOSING A CEASE-AND-DESIST ORDER
In the Matter of e PURSUANT TO SECTION 8A OF THE
SECURITIES ACT OF 1933 AND SECTION
21C OF THE SECURITIES EXCHANGE ACT

Health Enhancement Products, Inc. OF 1934

Respondent.

L

The Securities and Exchange Commission (“Commission”) deems it appropriate that cease-
and-desist proceedings be, and hereby are, instituted pursuant to Section 8A of the Securities Act
of 1933 (“Securities Act”) and Section 21C of the Securities Exchange Act of 1934 (“Exchange
Act”) against Health Enhancement Products, Inc. (“HEPI” or “Respondent”™).

IL
In anticipation of the institution of these proceedings, Respondent has submitted an Offer
of Settlement (the “‘Offer”’) which the Commiission has determined to accept. Solely for the

purpose of these proceedings and any other proceedings brought by or on behalf of the
Commission, or to which the Commission is a party, and without admitting or denying the findings
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herein, except as to the Commission’s jurisdiction over it and the subject matter of these
proceedings, which are admitted, Respondent consents to the entry of this Order Instituting Cease-
and-Desist Proceedings, Making Findings, and Imposing a Cease-and-Desist Order Pursuant to
Section 8A of the Securities Act of 1933 and Section 21C of the Securities Exchange Act of 1934
against Health Enhancement Products, Inc. as set forth below.

IIL.

On the basis of this Order and Respondent’s Offer, the Commission finds' that: -

-Summary

1. HEDP], a start-up nutraceutical company, issued a number of materially misleading
press releases, and made materially false statements (and omissions) in its public filings, as part of
a fraudulent scheme to inflate HEPI’s stock price. Specifically, Howard Baer, a recidivist
securities law violator, orchestrated a scheme to inflate artificially the price of HEPI’s common
stock. First, Howard Baer obtained control over a majority of the stock of HEPI, and became CEO
of the company. To increase the value of the stock, Howard Baer then directed HEPI to issue press
releases about the company’s primary product, ProAlgaZyme, a purported natural dietary
supplement, as well as the company’s business prospects. These public statements contained
material misstatements or failed to disclose material information. While HEPI was issuing these
misleading press releases, the stock price increased. After the stock price increased, Howard Baer
sold HEPI stock through brokerage accounts he controlled at a significant profit.

Respondent

o2 HEPI is a Nevada corporation with its principal place of business in Tempe,
Arizona. HEPT's common stock is registered with the Commission pursuant to Section 12(g) of the

'Exchange Act. HEPI has described itself as a "fast growing nutraceutical company” that is

"directed specifically at the development and marketing of supplementary health-enhancing
products using only pure, all-natural and herbal extracts." According to HEPI’s periodic filings
with the Commission, HEPI generated revenue of approximately $288 during the fiscal year ended
December 31, 2003, approximately $49,000 during the fiscal year ended December 31, 2004, and
approximately $96,000 in 2005. These revenues were purportedly derived primarily from sales of
ProAlgaZyme. HEPI incurred net losses of approximately $568,000 in 2003, $3.8 million in 2004,
and $5.9 million in 2005. HEPT currently has six full-time and three part-time employees. HEPI’s
common stock is quoted on the OTC Bulletin Board.

1 The findings herein are made pursuant to Respondent's Offer of Settlement and are not
binding on any other person or entity in this or any other proceeding.
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Other Relevant Individual

3. Howard Baer, age 63, resides in Scottsdale, Arizona. Since 2003 and continuing to
the present, Howard Baer is HEPI’s Chairman and sole director, as well as the company’s CEO,
Secretary, and Treasurer. Howard Baer is also President of Carriage House Capital LLC
(“Carriage House”), which purportedly advises start-up businesses. Howard Baer is a recidivist.

In 1994, a United States District Court entered a final judgment on consent permanently enjoining
Howard Baer from future violations of Section 10(b) of the Exchange Act and Rule 10b-5
thereunder. See SEC v. Baer, Civil Action No. 93-5159 (JFK) (S.D.N.Y.) (In the Matter of
Howard Baer, NY-6102). The Commission’s complaint alleged that Howard Baer engaged in a
free-riding scheme in which he placed trades through numerous broker-dealers to purchase stock in.
a public company without the intent or ability to pay for the purchases.

- Background

4. In 2003, Howard Baer acquired Health Enhancement Corporation f“HEC” ,a
privately held company that claimed to have the material necessary to manufacture ProAlgaZyme.
In approximately October and November 2003, Howard Baer negotiated an acquisition of HEC by
Western Glory Hole, Inc. (“WGH?”), a public shell company, and changed the name of WGH to
HEPI. Following the acquisition, and as of December 31, 2003, there were over 10,000,000 shares
of HEPI’s common stock issued and outstanding. Howard Baer directly owned 6,402,450 shares,
or approximately 62.55% percent of the outstanding shares. Following the acquisition, Howard
Baer became the CEQO, chairman of the board and sole director of HEPI.

HEPI Issued Misleading Public Statements to Investors

5. Beginning in late October 2003, Howard Baer directed HEPI (or its predecessor
entity) to disseminate press releases about HEPI’s primary product, ProAlgaZyme, as well as the
company’s business prospects. The public statements contained material misstatements or failed to
disclose material information. In addition, Howard Baer executed trades in HEPI stock to increase
and/or stabilize the price of HEPI stock.

6. - For instance, beginning on October 30, 2003, HEPI (or its predecessor entity)
issued a series of press releases that claimed HEPI was conducting “clinical trials” on
ProAlgaZyme and that ProAlgaZyme had the potential to help fight a wide variety of diseases,
including various types of cancer, AIDS, diabetes, heart disease and Chronic Fatigue Syndrome.
For example, the October 30 press release, which announced the acquisition agreement between
WGH and HEPI and the name change to HEP], stated:

Recent clinical trials performed by the company have indicated that ProAlgaZyme
may increase and activate the white blood cells in individuals whose white cells
are low or inactive, in effect enhancing the immune system. Heath Enhancements
1s currently doing internal clinical trials on several illnesses and diseases with
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) demonstrated that ProAlgaZyme may increase and activate white blood cells in individuals.

ProAlgaZyme including various types of cancer, HIV/AIDS, diabetes and
Chronic Fatigue Syndrome.

Similarly, in its Form 8-K, filed with the Commission on December 9, 2003, HEPI disclosed the
acquisition agreement between WGH and HEC and the company’s name change to HEPI, and
further stated: "[r]ecent clinical trials performed by [HEPI] have indicated that [ProAlgaZyme]
may increase and activate white blood cells in individuals whose white cells are low or inactive, in
effect enhancing the immune system." HEPI made similar claims in its Form 10-KSB for the
fiscal year ended December 31, 2003. In fact, as of October 30, 2003 and December 9, 2003,
HEPI (or its predecessor entity) had not completed any clinical trials as the term is generally
understood in the scientific community on the effects of ProAlgaZyme on the body. Rather,
HEPI’s Director of Medical Research had simply given ProAlgaZyme to his patients and gathered
anecdotal evidence of its efficacy. The Director of Medical Research did not follow any accepted
protocol during the period he gave ProAlgaZyme to his patients. HEPI did not disclose the
informal nature of its purported clinical trials. Additionally, there were no studies that

7. On January 20, 2004, HEPI issued a press release announcing "that an independent
study conducted by the Biochemistry Department at [ASU] concluded that the Company’s flagship
product, ProAlgaZyme, possesses fibrinolytic properties, required in the breakdown of
pathological fibrin gel, thus decreasing the risk of a stroke or heart attack.” The January 20 press
release further stated that the ASU study found that ProAlgaZyme "will neutralize the toxic or free
radical-acting soluble fibrins that are released into the body." The press release then quoted
Howard Baer as stating that the ASU "study provides conclusive evidence of the efficacy of
ProAlgaZyme." The ASU study, however, did not determine what health benefits, if any,
ProAlgaZyme possesses. According to the two scientists at ASU who performed the trials on
ProAlgaZyme, the ASU test was not designed to determine whether ProAlgaZyme had any
specific health benefits. Rather, the test was designed to determine whether ProAlgaZyme
contained in vitro, or in the laboratory, “fibrinolytic” activity, which is the ability to break down
fibrin clots and fibrinogen. While this type of activity is found in cancer retarding drugs, the mere
presence of fibrinolytic activity in vitro, does not mean the drug has any specific health benefits in
vivo, or in the body. Thus, the ASU test did not show that ProAlgaZyme "decreases the risk of a
stroke or a heart attack” or "will neutralize the toxic or free radical-acting soluble fibrins that are
released into the body" or, indeed, that ProAlgaZyme has any affect whatsoever on the body.
Consequently, the ASU tests did not "provide[] conclusive evidence of the efficacy of
ProAlgaZyme." Indeed, one ASU scientist stated that the statements pertaining to ProAlgaZyme
in the press release are "inaccurate” and "simply not true."”

8. HEPI also issued a baseless press release about its financial prospects. In January
2004, HEPI purchased the trademarks, licensing and sales rights for Zodiac Vitamins and Zodiac
Herbal Teas Products. On January 13, 2004, HEPI issued a press release forecasting results for
fiscal year 2004, announcing that HEPI “[e]xpects revenues for the year of $16 m[illion] or
greater” based on anticipated sales of Zodiac Herbal Vitamins, a multivitamin designed for
horoscope readers. The press release also quoted Howard Baer: “[Zodiac Herbal Vitamins] is a
very attractive acquisition for us which we expect to be profitable in the first year, based on
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conservative estimates.” HEPI formulated its $16 million revenue projection simply by looking at
the number of existing worldwide horoscope readers, and then assumed that a small percentage of
those individuals would buy Zodiac Herbal Vitamins. HEPI had no history of sales upon which it
could base its projection. Additionally, HEPI failed to conduct any other appropriate market
research. Consequently, HEPI had no reasonable basis to project that its expected revenues would
be at least $16 million for its new product.

9. Further, in its Form 10-QSB for the quarter ended March 31, 2005, HEPI
misleadingly stated that testing conducted on ProAlgaZyme by a third party hired by HEPI to
determine ProAlgaZyme’s effects on diabetes, had ceased its testing due to a lack of test subjects:
“The study being conducted by [the independent research company] was terminated because [the
independent research company] was not able to recruit the specified number of participants (60).”
In fact, the study was halted because the scientists at the independent research company were not
obtaining positive results from their tests on ProAlgaZyme, and they felt that further testing would
be fruitless. The scientist conducting the study informed Howard Baer of this reason for
terminating the testing. Neither this Form 10-QSB, nor any other public filing made by HEPI,
states that the independent research company halted the testing because the research company was
not receiving positive results.

: 10. After HEPI began disseminating press releases, its stock price and the trading
volume in the stock increased. From November 11, 2003 through February 2, 2004, HEPI’s stock
price increased from $1.62 (adjusted after split) to $7.54 per share, and then began generally to
decline. For instance, as of January 31, 2005, HEPI stock price closed at $0.40 per share.

Howard Baer Profited From His Sales of HEPI Stock

11. After the price of HEPI’s stock had started to climb, Howard Baer began to sell
HEPI stock through brokerage accounts he controlled. Specifically, from November 26, 2003
through August 15, 2005, Howard Baer sold a total of 394,564 HEPI shares at prices ranging from
$0.40 to $7.12 per share, for total proceeds of at least $1,349,592.81.

Violations of the Antifraud and Reporting Provisions of the Securities Laws

12. As aresult of the conduct described above, HEPI violated Section 10(b) of the
Exchange Act and Rule 10b-5 thereunder, which prohibit fraudulent conduct in connection with
the purchase or sale of securities. For example, HEPI knowingly or recklessly made material
misrepresentations and omissions in its October 30, 2003, January 13, 2004 and January 20, 2004
press releases.

13. As a further result of the conduct described above, HEPI violated Section 13(a) of
the Exchange Act and Rules 12b-20, 13a-1, 13a-11, and 13a-13 thereunder, which require issuers
with securities registered pursuant to Section 12 of the Exchange Act to file with the Commission
accurate annual reports on Form 10-K, quarterly reports on Form 10-Q, and current reports
~ on Form 8-K. Rule 12b-20 requires that "in addition to the information expressly required to be
included in a statement or report, there shall be added such further material information, if any, as
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y may be necessary to make the required statements, in the light of the circumstances under which
they are made not misleading." For example, HEPI made material misrepresentations and
omissions in its Form 8-K, filed with the Commission on December 9, 2003, its Form 10-KSB for
the fiscal year ended December 31, 2003, and in its Form 10-QSB for the quarter ended March 31,
2005. o

IV.

In view of the foregoing, the Commission deems it appropriate to impose the sanctions
agreed to in HEPI’s Offer.

Accordingly, it is hereby ORDERED that:

Respondent HEPI cease and desist from committing or causing any violations and any
future violations of Sections 10(b) and 13(a) of the Exchange Act, and Rules 10b-5, 12b-20, 13a-1,
13a-11, and 13a-13 thereunder.

By the Commission.

Nancy M. Morris
Secretary




SECURITIES AND EXCHANGE COMMISSION

17 CFR Part 240 | |

[Release No. 34-54863; File No. S7-19-66]

‘RIN 3235-AJ41 |

Proposed Amendments to Municipal Securities .Disclosure

AGENCY: SeCuﬂties and Exchange Commission (“Commission”).

ACTION: Proposed rule. | o

SUMMARY: The Commission is ppblishing for comment pfoposed arﬁendments to a rule under
the Securities Exchange Act of 1934 (“Exchange Act”) relating to municipal securities disclosure
which would delete references to the Municipal Sec;urities Rulemaking Board (“MSRB”) as a
recipient of material event noﬁces filed by or onvbehalf of fssuers of municipal securities or other

obligated persons.

DATES: Comments should be received on or before [insert date 30 days after publication in the

Federal Register].

ADDRESSES: Comments may be submitted by any of the following methods:

Electronic Comments:
e Use the Commission’s Internet comment form

(http://www.sec.gov/rules/proposed.shtml); or

e Send an e-mail to rule-comments@sec.gov. Please include File No. S7-19-06 on the

subject line; or

e Use the Federal eRulemaking Portal (http://www.regulations.gov). Follow the i

instructions for submitting comments.
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‘ Paper Comments:

e Send paper comments in triplicéte tolNancy M. Ménis; Secretary, Securities and
Exchange Commission,. 100 F Street, NE, Washington, DC 20549-1090.
All submissions should refer to File No. $7-19-06. This file nulﬁber- should be included on the
Subjeét line if e-mail is used. To help us process and review your comments more efficiently,
piease use only one method. The Commission will post éll comments on the Commission’s

Internet Web site (http://www.sec.gov/rules/proposed.shtml). Comments are also avaﬂable for

public inspection and copying in the Commission’s Public Reference Room, 100 F Street, NE,

Washington, DC 20549. All comments received will be posted without change; we do not edit

personal identifying information from submissions. You should submvit only information that
you wish té make available publicly. |

. FOR FURTHER INFORMATION CONTACT: Martha Mahan Haines, Chief, Office of
Municipal Securities, at (202) 551-5681; Mary N. Simpkins, Senior Special Counsel, at |
(202) 551-5683; or David Liu, Special Counsel, at (202) 551-5645, Division of Mark_et
Regulation, Securities and Exchange Commission, 100 F Street, NE, Washington, DC 20549-
6628. |
SUPPLEMENTARY INF ORMATION: The Commission is requesting public comment on

| proposed amendments to Rule 15¢2-12 [17 CFR 240.15¢2-12] under the Exchange Act.
TABLE OF CONTENTS

I Background
A. 1994 Amendments to Rule 15¢2-12
B. CDI System and CDINet

I1. MSRB Petition

III.  Discussion

IV.  Request for Comment

' - V. Paperwork Reduction Act
‘ VI.  Costs and Benefits of Proposed Amendments to Rule 15¢2-12




A. Benefits
" B. . Costs ‘ ,
VII. Consideration of Burden and Promotion of Efficiency, Competition, and Capital
Formation .
VIII. Consideration of Impact on the Economy

- IX.  Regulatory Flexibility Act Certification

X. Statutory Authority

L Background

A. 1994 Amendments to Rule 15¢2-12
On November 10, 1994, the Commission adopted amendments (“1994 Amendments”) to
Rule 15¢2-12 (“Rule”) under thé Exchange Act' to provide, among other things, enhanced

ongoing disclosure to the market for municipal securities.’ Pursuant to subsection (b)(5)(i) of the

‘Rule,’? the Commission requires brokers, dealers, and municipal securities dealers (“Participating

Underwriters”), prior to underwriting a pn'mary- offering of municipal securities of $1,000,000 or
more, to reasonably determine that the issuer or obligated person for whom financial or operating
data is presented in the final official stateme;it (“Issuer™), has undertaken, in a written agreement
or contract for_the benefit of bondhqlders, to provide certain contlinuing’disclosure information.
Amdng other things, the Issuer must undertake to send to each nationally recogxﬁzed municipal
securities information repository (“NRMSIR”) or the MSRB, and to the appropriate state
information depository (“SID”); if any, c¢rtain material event notices designated in subsection

(b)(5)())(C) of the Rule.” In addition, subsection (b)(5)(1)(D) of the Rule requires a Participating

' 17 CFR 240.15¢2-12. | |

2 Securities Exchange Act Release No. 34961 (November 10, 1994), 59 FR 59590
(November 17, 1994) (“1994 Adopting Release™).

3 17 CFR 240.15¢2-12(b)(5)(i).

4 17 CFR 240.15¢2-12(b)(5)(1)(C). Subsection (b)(5)(i)(C) lists the following events
which, if material, require notice: (1) principal and interest payment delinquencies;
(2) non-payment related defaults; (3) unscheduled draws on debt service reserves
reflecting financial difficulties; (4) unscheduled draws on credit enhancements reflecting
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Underwriter to réasonably detén*nine that the Issuer has agreed to notify those saxﬁe repositbries
if it fails to provide aﬁnual financial information by the agreed-upon date.’

The Commission included the MSRB in its'plan for aissmnination of material event
notices set forth in the Rule because, at the time of the 1994 Afnendments, the MSRB already
' Had a voluntary disclosure .system in place for receiving and disseminating certain types of
material event notices.’ As the Commission noted in the 1994 Adopting Release, “penﬁitting
issuers and obligated persons to file such notices either with ‘each NRMSIR or with the MSRB
(as well as the appropriate SID) will facilitate prompt and wide disclosure.”’ In adopting the
1994 Amendments, the Commission also stated that inclusion of the MSRB as a ﬁling option
reflected the preference expressed by some comménters to file the requiréd'notices in one central
place, rather than having to file with multiple NRMSIRs.® Under the Rule, the use of the MSRB
filing alternativé is optional, as the material event notice obligation can be satisfied by sending

notice to each of the NRMSIRs rather than to the MSRB.

financial difficulties; (5) substitution of credit or liquidity providers, or their failure to
perform; (6) adverse tax opinions or events affecting the tax-exempt status of the
security; (7) modifications to rights of security holders; (8) bond calls; (9) defeasances;
(10) release, substitution, or sale of property securing repayment of the securities; and
(11) rating changes.

In addition, in Rule 15¢2-12(d)(2), the small issuer exemption is conditioned on an issuer
or obligated person undertaking a limited disclosure obligation, including sending certain
material event notices to each NRMSIR or the MSRB, as well as the approprlate SID.

17 CFR 240.15c2-12(d)(2).

> . 17 CFR 240.15c2-12(b)(5)()}(D).

6 See Securities Exchange Act Release No. 30556 (April 6, 1992), 57 FR 12534 (April 10,
1992) (“CDI System Approval Order”). See also Securities Exchange Act Release
No. 33742 (March 9, 1994), 59 FR 12759 (March 17, 1994) (“1994 Proposmg Release™)
at 12764, note 25. 4

7 See 1994 Adopting Release at 59605.

. 8 See 1994 Adopting Release at 59605.
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'B. - CDI System and CDINet
The MSRB’s original systém for receiving mater_ial event notiees, the Continuing
Disclosure Information (“CDI”) System, was approved by the Commission in April 1992 and

commenced operation in January 1993.° On March 24, 1997, the MSRB implemented certain

" improvements to its dissemination process-and replaced its earlier CDI System with CDINet.”

CDINet was approved by the Commission in December 1996'° and,_ among other things, is
designed to accept and disseminate material event notices submitted as a result of the Rule.
Onee a document has been accepted and processed’by CDINet, it is broadcast to subscribersll
and made at/ailable in the MSRB’s public access fac.ility.12

Il.  MSRB Petition

In a recent letter to the Commission,'® the MSRB petitioned the Commission to remove

the MSRB as a recipient of material event notices under the Rule.! According to the MSRB

petition, CDINet was designed to permit Issuers to satisfy their material event undertakings

through a single submission to the MSRB, rather than throngh separate filings to each of the .

- NRMSIRs. However, the MSRB states that relatively few Issuers have opted toﬁuse CDINet and,

in recent years, usage of CDIN et has diminished. According to the MSRB, in 1997, CDINet

CDI System Approval Order.
10 Securities Exchange Act Release No. 38066 (December 19 1996), 61 FR 68322
(December 27, 1996) (“CDINet Approval Order”).

1 The MSRB has represented to the Commission that CDINet has only two subscribers.
See infra notes 18 and 19.

12 The MSRB has represented to the Commission that, as of September 2005, no one has
requested CDINet information at the MSRB’s public access facility for at least the last

five years. -

13 Letter from Diane G. Klinke, General Counsel, MSRB, to Jonathan G. Katz Secretary,
Commission, dated September 8, 2005 (“MSRB Petition”).

14 17 CFR 240.15¢2-12.




received over 10,000 material event notices. Since that time, submissions to the MSRB have

dropped considerably, ranging from 1,000 to 2,500 annually.15

A review conducted by the MSRB of the material event notices received by CDINet in

the first half of 2004 showed that, of the 1,104 notices réceived in that time period, 504 were

- bond calls, 213 were defeasances, and 145 were rating changes.'® The MSRB also recently

reviewed a sample of 100 material event notices received by CDINet in June 2005."” The MSRB

believes that most of the material event notices received by CDINet also are provided to, or

otherwise obtained by, the NRMSIRs."® In its petition, the MSRB also expressed concern that

the notices filed exclusively with the MSRB may not be reaching the broader market as intended

15

16

17 .

18

 MSRB Petition at 2.

The remaining notices included the following categories: Failure to File Annual

Report (70 notices); Information not specifically required under SEC Rule 15¢2-12 (70);
Bond Calls and Defeasances (56); Annual Report and CAFR Related Information (13);
Various multiple categories indicated (10); Release, Substitution, or Sale of Property
Securing Repayment of Securities (5); Principal and Interest Payment Delinquencies (4);
Substitution of Credit or Liquidity Providers, or Their Failure to Perform (4); Non-
Payment Related Defaults (3); Adverse Tax Opinions or Events Affecting the Tax-
Exempt Status of the Security (3); Unscheduled Draws on Debt Service Reserves
Reflecting Financial Difficulties (2); Unscheduled Draws Credit Enhancements
Reflecting Financial Difficulties (1); and Modifications to the nghts of Security
Holders (1). See Attachment to MSRB Petition.

MSRB Petition at 2-3.

Definitive information on 90 of the June 2005 notices was found by the MSRB in a
review of information available from NRMSIRs that do not subscribe to CDINet.
CDINet only has two NRMSIR subscribers: Kenny S&P and Thomson Financial
Services. MSRB Petition at 2, note 7. The MSRB presumed that the remaining ten
notices were not provided directly to all the NRMSIRs. These notices included six
notices regarding failure to provide an annual financial statement, two bond calls, one
rating change and one relating to “other information.” The MSRB believes that there is
some evidence, however, that at least one NRMSIR may have received some of the
notices of failure to provide an annual financial statement but subsequently superseded
such information with the annual financial statements themselves once these were
received. MSRB Petition at 3, note 8.
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‘ by the Rule because not all NRMSIRs subscribe to CDINet and the information may not

otherwise be widely distn’bute,;d.19
In addition, the MSRB believes that the need for CDINet has also been lessened because

an alternative document delivery system has become available to Issuers and dissemination |
va‘g'entsAwho prefer to send their filings toa single location for delivery to all of the NRMSIRS and
any appropriate SID.% In .its petitiqh-to the Commission, the MSRB stated that it believes that
the nu_mbér of documents subrriitted to CDIN e_:t will furthe; decrease and that the contiﬂued' _
operation of CDllN et wouid'provide minimal cdnﬁnuing beﬁeﬁt to the marketplace.! Finally,
because of the age of the CDINet system, the MSRB states that upgrades at an estimated costof
- $500,000 to $1 million would be necessary to keep the system operational.z_2 |
III.  Discussion |

' The Commission proposes to amend Rule 15¢2-12 to delete references to the'MSRB as
an alternative recipient of material event notices filed by Issuers. Under the proposal, Issuers
and their dissemination agents instead _Would undertake to send material event notices to each
NRMSIR and the appropriate SID, if any. The Commission believes that, given the limited
usage of the MSRB’s CDINet system and the MSRB’s petiti'on for rulemaking, the proposed
elimination of the option of filing material event notices with the MSRB is warranted. The

relatively small number of filings made with CDINet indicates that there is little demand for the

MSRB filing option. The Commission believes that requiring Issuers to send their material event

19 MSRB Petition at 3.

20 The Commission understands that there may be other entities that have developed or are
developing services related to Rule 15¢2-12. :

2z MSRB Petition at 3.
22 MSRB Petition at 3.
3 17 CFR 240.15¢2-12.




noticeé only to each of me NRMSIRs and any appropriate SIDé would simplify the Ruie and
compliance by Issuefs with their undertakings, bécause Issuers would be required to file material
event notices at the same locations that annual financial information is required to be filed |
pursuant to undertakings in accordance with subsection (b)(S)(i)(A) of the Rule.** In addition,
the Commission believes that eliminating the MSRB filing optioﬁ would better assure that
material event notices are widely disseminated to the market, since it appears that CDIN et déta
may not be broadly distributed.? Requin'ng that each NRMSIR and the appropriate SID, if any,
receives all material event notices should help assure the complefeness and consistenéy of
information available from those repositories.

F inally, the Commission notes the‘MSRB’s statement that the upgrading of CDIN et.
required to maintain the system would cost approximately $500,000 to $1 million.? In light of
the current alternative options under Rule 15¢2-12 for Issuers to file with NRMSIRs and SIDs
 and the lack of demand for the MSRB filing alternative—both by Issuers and infonnatjon
users—the Commission believes that the MSRB’s proposal to cease CDIN et’s operations is
reasonable. The Commission notes that th?: MSRB has commifted to forward material event
notices to the NRMSIRS and applicable SIDs for a period of one year from the date CDINet
ceases operations.”” The MSRB has also agreed to alert senders of such notices of the fact that
CDINet is ceasing operations, and ask that such senders comply with their undertakings by

sending future material event notices to the NRMSIRs and applicable SIDs.

24 17 CFR 240.15c¢2-12(b)(5)(i)(A).

25 As the MSRB’s recent review showed, a portion of the notices received by the MSRB
may not have been fully disseminated to the wider market, since there are only two
subscribers to the MSRB’s CDINet. See supra notes 18 and 19.

26 MSRB Petition at 3.

' 27_ MSRB Petition at 4; Letter from Diane G. Klinke, General Counsel, MSRB, to Martha
Mahan Haines, Chief, Office of Municipal Securities, Commission, dated April 20, 2006.




IV.  Request for Comment

The Commission seeks comment on the proposed amendments to the Rule. Specifically,
comment is requested on whether, in light of the alternative filing options available to Issuers

and dissemination agents, there is still a need for the MSRB to be a recipient of material event

" notices. The Commission also requests comment on whether there exist any applicable

continﬁing disClbsure agreements which require issuers or other obligated persons to file material
event notices solély with the MSRB that might réquire modification were the Commission to
amend the Rule as proposed. It is the staff’s understanding that such agreements often contain a
requiremeﬁt to file noﬁces with both the (1) NRMSIRs and applicable SIDs and (2) MSRB. The
Commission seeks comment on whether any such agreements requiré filings solely with the

MSRB.

In addition, the Commission seeks comment on whether the proposed a_mendrﬁent would
in fact simplify compliance with undertakings in accordance with the Rule, and better assure
widespread dissemination of material event notices.

V. Paperwork Reduction A;t

The proposed amendment to the Rule, contains no n‘éw “collection of information”
requirements within the meahing of the Paperwork Reduction Act of 1995 (“PRA”).28 The title
of the current information collection as required and under the Rule is Municipal Securities
Disclosure (17 CFR 240.1 502-12) (OMB Control No. 3235-0372).

V1. Costs and Benefits of Proposed Amendments to Rule 15¢2-12
The Rule currently requires Participating Underwriters to feasonably determine that

Issuers have undertaken to submit material event notices to (1) each NRMSIR or the MSRB and

28 44 U.S.C. 3501 et. seq.




. A (2) the appropriate SID, if any. "fhe p_ropbsed amendments Woﬁld remove t‘h.e'MSRB as an
| option for the filing of such notices, thereby requiring submission, pursuant to the undertakings,
to egch NRMSIR and the appropriate SID, .if any.
| A. Bgneﬂts i
Th¢ Commission preliminarily believes that the proposed amendments to the Rule should
imprové' the disclosure of material event information to the municipal securities mafketplace. :
. Because the MSRB’é CDINet system currently only has two subscribers, it is not clear that all -
material event notices subrhitted to the MSRB are fuliy distributed to the marketplace.
Requiring that each NRMSIR ahd the appropn'ate SID, if any, receives all _maten'ai event notices
should help assure the completeness and consistency of information available from those
repositories. The Commission also preliminary believes thaf the elimination of the MSRB as a
filing option would simplify compliance by Issuers with their uﬁdertgkings in accordance with .
‘ the Rule. If the proposed amendments are adopted, Issuers would be required to file, pursuant to
their undertakings, material event notices at the same locations—each NRM’SIR and the
- appropriate SID, if any— that annual financial information is required to be filed. Finally, the-
‘Commission preliminarily concludes that the préposed amendfnents could save the MSRB
substantial funds, represented by the MSRB to be approximately $500,000 to $1 milli(.)n,29 by not
requiring it to pe_rfonﬁ certain upgradés to its CDINet system which would otherwise be required
in order for th¢ system to Be maintained. As the costs of the MSRB are paid primarily from fees
| paid by brokers, dealers and municipal securities dealers, those partieé and their customers would

benefit from this savings.

‘ 2 MSRB Petition at 3.
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B.: Costs

The Commission preliminarily believes that the proposed amendments to the Rule should

‘only minimally increase compliance costs for a few Issuers and may decrease overall compliance

costs. Because some Issuers may currently be sending their material event notices only to the

'MSRB, the proposed amendments would require them to send such notices to each of thé

~ (currently four) NRMSIRs. However, the Commission believes that the cost of sending such

notices to three addiﬁonal locales would be minimal because such notices are generally short in
length and would only encompass the additional costs of copying sevéral_pages, as well as the
minor additional mailing.COsts. In addition, the MSRB has indicated that there is an alternative
free document delivery Systerﬁ available to Issuers and dissemination agents who prefer to send
their filings to.a single location for delivery to all of thé NRMSIRS and appropriate SIDs.* we
rpquest comment on whether tiliS would result in any increased costs to issuers. Finally, the

Commission preliminarily believes that those Issuers that currently send to their material event

notices to each NRMSIR as well as the MSRB would reduce their costs because the proposed

amendments would require those Issuers to send their material event notices to one fewer
location.

To assist the Commission in evaluating the costs and benefits that may result' from the
proposed amendme’nté to the Rule, the Commission requests comments on the potential costs and
benefits identified in the release, as well as any other costs or benefits that may result ﬁpm the
proposed amendments to the Rule. In addition, the commenters should provide analysis and data

to support their views on the costs and benefits.

% The Commission understands that there may be other entities that have developed or are
developing services related to Rule 15¢2-12. .
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VII. Consideration of Burden and Promotion of Efficiency, Competition, and Capital
Formation

Section 3(f) of the Exchange Act®! requires the Commission, whenever it engages in
rulemaking and is required to consjder or determiné whether an action is necessary or
appropriate in the public intergst, to consider whether the action would promote efficiency,
competition, and capital formation. In addition, Section 23(a)(2) of the .Exc.hange Actn requires
' the Commission, when making rules under the Exchange Act, to consider the impact of such
rules on competition. Section 23(a)(2) also prohibits the Commission ﬁém adopting any rule
that would impose a burden on competition not necessary or épp_ropriaté in furtherance of the
pufposes of the Exchange Act.

The Commission preliminarily believes that the proposed amendments to the Rule would
not impose any burdens on efficiency, capital formation, and competition not necessary or
appropriate in furtherance of the purposes of the Exchange Act. The proposed amendments are
expected to simplify the material évent notice delivery requirements for Issuers, in accordance
with their undertakings, by eliminating the MSRB as an alternative. In doing so, the
Commission preliminarily believes that municipal securities disclosure would be enhanced,»as all
Issuers wdul'd be required to send all NRMSIRs (and appropriate SIDs) such notices. Under the
current disclosure system, Issuers may choose to send such notices to the MSRB. However,
there is some evidence® thaf some of the notices sent to the MSRB are not fully disseminéte(i to
the entire marketplace. By requiring delivery of suéh notices to all NRMSIRs and appropriaté

SIDS, if any, the Commission preliminarily believes that the completeness and consistency of '

3 15 U.S.C. 78c(f).
32 15 U.S.C. 78w(a)(2).
3 MSRB Petition at 3.
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informatibn from thesé repositories would be improved, thereﬁy promoting efﬁcieﬁcy and having
no adverse iinpacts on éompetitioﬁ or capital formation. In fact, competition to es‘tablish
alternative delivery systems in the privafe sector may bé enhanced by _the elimination of the R
MSRB as a single filing location.

The Commission requests comment on all aspects of this analysis and, in particular, on

- whether the proposed amendments to the Rule would place a burden on competition, as well as

the effect of the proposed amendments on efficiency, competition, and capital formation.

- VIII. Consideration of Impact on the Economy

For purposes of the Small Business Regulatory Enforcement Fairness Act of 1996, or
-“SBREFA,”'34 we must édvise the Office of Management and Budget as to whether the proposed
regulation cohstitutes a “major” rule. Under SBREFA, a rule is considefed' “major” where, if
adopted, it results or is likely to resﬁlt in: (1)V an annual effect onA the économy of $100 million or
more (either in -the form of an increase or a decrease); (2) é major increase in costs or prices for
consumers or individual industriés_; or (3) significant adverse effect on cofnpetition, investment
or innovation. The Commission preliminarily believes that this proposed améndment isnot a
major rule.

If a rule is “major,” its effectiveness will generally be delayed for 60 days pending

“Congressional review. We request comment on the potential impact of the proposed rule on the

economy on an annual basis. Commenters are requested to provide empirical data and other

factual support for their view to the extent possible.

34 Pub. L. No. 104-121, Title II, 110 Stat. 857 (1996) (codified in various sections of
5U.S.C, 15 U.S.C. and as anote to 5 U.S.C. 601).
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IX. Re.gul‘atory Flexibility Act Certiﬁcation

Pursnant to Section 605(b) of the Regulatory Flexibility Act (“RFA”), the Commission
hereby certifies that the proposed amendments to the Rule, would not, if adopted, have a
siéniﬁcant economic impact on a substantial number of small entities. Under the RFA, the term
“small entity” shall have the same meaning as the RFA defined terms “small business;”.“small
organization,” and “small governmental jurisdiction.” According to Section 601(3) of the RFA,
“the term “small business” has the éame meaning as the term “small business concern” under

Section 3 of the Srnall Business Act (15 U.S.C. 632), unless an agency, after consultation with

the Small Business Administration and after oppor_tunity for public comment, establishes one or

~more definitions of such term which are appropriate to the activities of the agency and publishes

such definition(s) in the Federal Register.” If the agency has not defined the term for a particular
purpose, the Smail Business Act states that “a small business concern...shall be deemed to be
one which is independently owned and operated and which is not dominant in 1ts field of
operation.” The Section 601(4) of the RFA defines a “small organization” to include “any not-
for-proﬁt enterprise which is independently owned and operated and js not dominant in its field.”
A “small governmental jurisdiction” is defined by Section 601(5) of the RFA to include
“governments of cities, counties, towns, townships, villages, school districts, or special districts,
with a population of less than fifty thousand.”

It is likely that a substantial number of the Issuers required to submit material event -

notices are small governmental jurisdictions included in the RFA’s definition of small entities.

- However, in this regard, the proposed amendments to the Rule would either not require any

additional work for such small entities if they do not currently send material event notices to the

MSRB, or would simply require them to send such notices to each of the (currently four)
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1<IRMSIRS._ However, the Commission believes that the cost of seﬁding such notices to three
additional locales would be minimal because such notices are generally short in length and
would only encompass the additional costs of copying several pages, as well as the minor
additional mailing costs. Finally, the Commission preliminarily believes that those Issuers that
currently send their material event notices to each NRMSIR as well as thé MSRB would reduce
their costs because, under the proposed amendments, the MSRB would no longer be available as
a location‘t_v(_) send such notices. Thus, while the proposed amendments may impact a small
entity, such impact would likely not be significant.

For thé ébove reasons, the Commission ceﬁiﬁeé that the proposed amendments to the
Rule would not have a significant economic impact on a substantial number of small entities.
The Commission requests comments regarding thié certification. The Commiséion requests that
commenters describe the nature of any impact on small businesses and provide empirical data to
support the extent of the impact.

X. Statutory Authority

Pursuant to the Exchange Act, and particularly Sections 3(b), 15(c), 15B and 23(a)(1) the -

Commission is proposing the amendments to § 240.15¢2-12 of Title 17 of the Code of Federal
Regl_llationé in the manner set forth below.
TEXT OF PROPOSED RULE
List of Subjects in 17 CFR Part 240
Brokers, Reporting and recordkeeping requirements, Securities.
For the reasons set out in the preandble, Title 17, Chapter 11, of the Code of Federal |

Regulations is proposed to be amended as follows.

15




PART 240 — GENERAL RULES AND REGULATIONS, SECURITIES EXCHANGE

ACT OF 1934

1. The general authority citation for part 240 is revised to read as follows:
| _Aufhority: 15U.S.C. 77¢c, 77d, 77g, 77, 17s, 17z-2, 77z-3, 77eeé, 77ggg, 7TTnnn, 77sss,

77ttt,.v78c, 78d, 78e, 781, 78g, 78i, 78j, 78j-1, 78k, 78k-1, 781, 78m, 78n, 780, 78p, 78q, 78s, 78u-
5, 78w, 78x, 7811, 78mm, 80a-20, 80a-23, 80a-29, 80a-37, 80b-3, 80b-4, 80b-11, and 7201 et
seq.; apd 18 U.S.C. 1350, unless cherwise noted. |
| . * * ® * o *

2. Section 240.15¢2-12 is amended by revising the introductory text of pardgraph
(b)(5)(i)(C) and paragraphs (b)(5)(1)(D) and (d)(2)(11)(B) fo read as follows:

240.15¢2-12 Municipal securities disclosure.

* %k k k %k

(b) * **
(5) %k %k %k
(@) ***

(CO)In a.timely manner, to each nationally recognized municipal §ecurities inforrnatidn 7
repositoﬁ and to the appropriate state information depository, if any, notice of any of the
following events with respect to the securities being offered in the Offering, if material:

k ¥ k k k

(D) In a timely manner, to each nationally recogrﬁzed municipal securities information
repository.and to the appropriate state information depository, if any, notice of a faililfe of any
person specified in paragraph (b)(5)(i)(A) of this section to provide requifed annual financial

information on or before the date specified in the written agreement or contract.

16




| . - o : . * ok ok k%
(d) * * * _
@+
(ii) * * *
(B) In a timely manner, to each natioﬁally recdgnizec_i municipal seaurities information
répository and to the appropriate state information depository, if any, notice of events spéciﬁed

in paragraph (b)(5)(i)(C) of this section with respect to the securities that are the subject of the

. Offering, if material; and

* k k ok k

-By the Commission.

Meww oM T
° Y
Nancy M. Morris
Secretary ’

Dated: December 4, 2006
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UNITED STATES OF AMERICA
BEFORE THE
SECURITIES AND EXCHANGE COMMISSION

‘Securities Act of 1933

Release No. 8757/ December 4, 2006

Securities Exchange Act of 1934

" Release No. 54865/ December 4, 2006

ORDER APPROVING PUBLIC COMPANY ACCOUNTING OVERSIGHT
BOARD BUDGET AND ANNUAL ACCOUNTING SUPPORT FEE FOR
CALENDAR YEAR 2007

| The Sarbanes-Oxiey Act 0f 2002 (the “Act”) established the Public Company
Accounting Oversight Board (“PCAOB?”) to oversee the audits of public companies and
related matters, to protect investors, and to further the public interest in the preparation of
informative, accurate and independent audit reports. The PCAOB is to accomplish these
goals through registration of public accounting firms and standard setting, inspection, and '
disciplinary programs. Section 109 of the Act provides that the PCAOB shall establish a
reasonable annual accounting support fee, as may be necessary or appropriate to establish
and maintain the PCAOB. Section 109(h) amends Section 13(b)(2) of the Securities
Exchange Act of 1934 to require issuers to pay the allocable share of a reasonable annual .

accounting support fee or fees, determined in accordance with Section 109 of the Act.

Under Section 109(f), the aggregate annual accounting support fee shall not exceed the

'PCAOB’s aggregate “recoverable budget expenses,” which may include operating,

capital and accrued items. Section 109(b) of the Act directs the PCAOB to establish a
budget for each fiscal year in accordance with the PCAOB’s internal procedures, subject

to approval by the Securities and Exchange Commission (the “Commissiori”).

bowwv&k' G of- 5%




On July 18, 2006, the Commission amended its Rules of Practice related to ifs
Informal and Other Procedures to add a rule that facilitates the Commission’s review and
approval of PCAOB budgets and accounting support fees.! The new budget rule
provides, among other things, a timetable for the preparation and submission of the
PCAOB budget and for Commission actions related to each budget, a description of the
information that should be included in each budget submission, limits on the PCAOB’s
ability to incur expenses and obligations except as provided in the épproved budget,
procedures relating to supplemental budget requests, requirements for the PCAOB to-
furnish on a quarterly basis certain budget-related information, and a list of definitions
that apply to the rule and to general discussions of PCAOB budget matters.

Although the new budget rule will not take effect until the budget process for
fiscal year 2008, the PCAéB staff and the Commission staff used their best efforts to
substantially comply with the tirﬁetable and other requirements in the new rule for the
PCAOB budget submission for 2007. Accordingly, in March 2006 the PCAOB provided
the Commission with a narrative description of its program issues and outlook for the
2007 budget year, and in April the Commission staff provided to the PCAOB staff
economic assumptions and budgetary guidance for the 2007 budget year. The PCAOB
subsequently delivered a preliminary budget and budget justification to the Commission.
The staff from the Commissioh’s Offices of the Chief Accountant, Executive Director
and Information Technology dedicated a substantial amount of time to the review and
gnalysis of the PCAOB’s programs, projects and bﬁdge_:t estimates, reviewed the

PCAOB?’s estimates of 2006 actual spending, and attéended several meetings with

' 17 CFR 202.11. See Release No. 33-8724 (July 18, 2006) {71 FR 41998 (July 24, 2006)].
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management and staff of the PCAOB to develop an understandiﬁg of the PCAOB’s
budgét and operations. During the course of the Cqmmission’s review, the Commission
staff relied upon representations and supporting documentation from the PCAOB. Also,
rsubstantially as provided in the new fule, there was a “pass back” from the Commission
to the PCAOB. The PCAOB approved its 2007 budget on November 30, 2006 and
submitted that budget for Commission approval.

After considering the above, the Commission did not identify any proposed
disbursements in the 2007 budget adopted by the PCAOB that are not properly
recoverable through the annual accounting suppdrt fee, and the Commission believes that
the aggregate proposed 2007 annual accounting support fee does not exceed the
PCAOB’s aggregate recovefable budget expenses for 2007.!

As part of its review of the 2007 PCAOB budget, the Commission notes that the
PCAOB has reaffirmed its commitments, among other things, to build upon its 2007
goals and objectives to develop a comprehensive multi-year strategic plan that is
integrated with the PCAOB budget process; to have the auditors of its 2007 annual
financial statements opine on the PCAOB’s intérnal control over financial reporting; to
devote staff resources to train both PCAOB staff and the public on revisions to the
standard for auditing internal control over financial reporting; and to comply with the
new Commission rule related to the PCAOB budget approval process in connection with |
its budget for 2008. The Commission also recognizes that the PCAOB, upon the arrival
of Chairman Olson in mid 2006, appropriately has undertaken reviews in a number areas,
including its compensation, recruiting and information technology programs. Because of

the potential significance of those reviews, during 2007 the PCAOB should supplement




the quarterly reports made available to the Commission under the new budget rule with

periodic reports on the progress and results of those reviews and with monthly reports

.showing variances of actual or estimated expenditures from budgeted amounts, to the'

extent such progress reports and monthly reports are prepared for internal purposes.
Based on the foregoing, the Commission has determined that the PCAOB’s 2007
budget and annual accounting support fee are consistent with Section 109 of the Act.
Accordingly,
IT IS ORDERED, pursuant to Section 109 of the Act, that the PCAOB budget and
annual accounting support fee for calendar year 2007, are approved.
Y

A @W&ﬁ/f/‘z Mosndd

‘By the Commission.

Nancy M. Morris
Secretary




‘ I. INTRODUCTION

. Crrvomissionyy A [C?h;
SECURITIES AND EXCHANGE COMMISSION . /\)07‘- 7@, N (,.\00@7

17 CFR Parts 232, 239, 240, 249, 249b, 269, and 274

[Release No. 34-54864; File No. S7-14-06]

RIN 3235-AJ68

ELECTRONIC FILING OF TRANSFER AGENT FORMS

AGENCY: Securities and Exchange Commission. .

ACTION: Final rule.

SUMMARY: The Securities and Exchange Commission ("Commission") is adopting amendments
to the rules and forms under Section 17A of the Securities Exchange Act of 1934 (“Act”) to require
that the forms filed with respect to transfer. agent registration, annual reporting, and withdrawal from
registration be filed with the Commission electronically. The forms will be filed on the
Commission’s EDGAR database in XML format and will be accessible to Commission staff and the
public for search and retrieval. The amendments will improve the Commission’s ability to utilize
the information reported on the forms in performing its oversight function of transfer agent

operations and to publicly disseminate the information on the forms.

EFFECTIVE DATE: [Insert date 30 days from publication in the Federal Register].

FOR FURTHER INFORMATION CONTACT: Jerry Carpenter, Assistant Director, or.Catherine

Moore, Special Counsel, Office of Clearance and Settlement, Division of Market Regulation, |

Securities and Exchange Commission, 100 F Street, NE, Washington, DC, 20549-6628 or at (202)

551-5710. For assistance with technical questions about EDGAR, call 'the EDGAR Filer Support s
Office at (202) 551-8900.

SUPPLEMENTARY INFORMATION:
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On September 11, 2006, the Commission published a proposed rulemaking in the Federal
Register to require transfer agents to file Form TA-1, Form TA-2, and Form TA-W ("transfer agent
forms")' electronically through the Commission’s Electronic Data Gathering, Analysis, and

Retrieval ("EDGAR")? system.’ The- Commission has developed a new application in EDGAR

(“EDGARLIte”) that enables filers to prepare an electronic version of transfer agent forms using a

commercial software package, Microsoft InfoPath 2003 ("MS InfoPath")™ and to submit the forms
to EDGAR over an Internet connection.* Transfer agents will not be required to use the EDGARLite
application to prepare the forms, although it is likely that most will choose to do so.

An electronic filing system for transfer agent forms will streamline the filing process,
improve the Commission’s ability to register and monitor transfer agents, and facilitate the retrieval
and public dissemination of the data collected on the forms. The purpose of the amendments is to
change the manner in which the forms are submitted to the Commission; the substance of the
information reported will not change. We aré adopting the amendments to the rules and forms to
implement the new filing system and to require that Forms TA-1, TA-2, and TA-W be filed
electronically. To comply with an electronic filing requirement, transfer agenis will need to have a

computer that meets the system requirements in the EDGAR Filer Manual and Internet access and a

' 17 CFR 249b.100, 249b.101, and 249b.102, respectively.

? EDGAR is the Commission’s computer system for the receipt, acceptance, review, and
dissemination of documents submitted in electronic format. The term electronic format
means the computerized format of a document prepared in accordance with the EDGAR Filer
Manual. 17 CFR 232.11.

? Securities Exchange Act Release No. 54356 (August 24, 2006), 71 FR 53494 [File No. S7-
14-06].

* The application will produce an Extensible Markup Language ("XML") version of the
filing with all data elements identified through XML tags. A “tag” is an identifier that
highlights specific information to EDGAR that 1s in the format required by the EDGAR Filer
Manual. 17 CFR 232.11.




web browser to download the forms from an EDGAR Web site and transmit the completed forms.
Transfer agents will also have to apply for and obtain access to EDGAR prior to filing the forms
electronically in EDGAR.

We recei\{ed six comments from five commenters.” One commenter strongly supported the
proposal. Three of the commenters objected to the proposal on the grounds that an electronic filing
requirement would be more burdensome than the current requirement that. the forms be filed in paper
format. Two commenters suggested we make minor changes or clarifications to Form TA-2. For
the reasons discussed below, we are adopting the amendments substantially as proposed.

II. BACKGROUND |

A. Transfer Agent Forms

Section 17A(c)(1) of the Act requires an entity that performs the function of a transfer agent
with respect to a secunty registered undef Section 12 of the Act to register with that entity's
appropriate regulatory agency ("ARA").® Depending on the type of entity that is registered as a
transfer agent, the ARA is either the Comptroller of the Currency, the Board of Governors of the

Federal Reserve System, the Federal Deposit Insurance Corporation, or the Commission.” There are

5 Kevin Kopaunik, Fidelity Transfer Company, dated August 31, 2006; Loren K. Hanson,
Director, Investor Relations, Otter Tail Corporation, dated August 31, 2006; Loren K.
Hanson, Assistant Secretary, Otter Tail Corporation, dated October 4, 2006; Angie Orr,
Senior Legal Assistant, American Century Services, LLC, dated October 19, 2006; Diane M.
Butler, Director of Transfer Agency & International Operations, Investment Company
Institute, dated October 26, 2006; and Christeena G. Naser, Senior Counsel for Regulatory
and Trust Affairs, American Banker Association, dated November 2, 2006.

® 15U.S.C. 78q-1(c)(1).
715US.C. 78¢c(a)(34)(B). When used with respect to a clearing agency or transfer agent,
the term "appropriate regulatory agency" means: (i) the Comptroller of the Currency, in the
case of a national bank or a bank operating under the Code of Law for the District of
Columbia, or a subsidiary of any such bank; (1) the Board of Governors of the Federal
Reserve System, in the case of a State member bank of the Federal Reserve System, a
subsidiary thereof, a bank holding company, or a subsidiary of a bank holding company
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currently 785 registered transfer agents, of which 519 are registered with the Commission and 266
are registered with the other ARAs.

There are three transfer agent forms filed with the Commission: (1) Form TA-1, Uniform
Form for Registration as a Transfer Agent and for Amendment to Registration Pursuant to Section
17A of the Securities Exchange Act of 1934; (2) Form TA-Q, Form for Reporting Activities of
Transfer Agents Registered Pursuant to Section 17A of the Securities Exchange Act of 1934; and (3)
Form TA-W, Notice of Withdrawal from Registration as a Transfer Agent. Only transfer agents that
are registered with the Commaission file Form TA-1 and Form TA-W with the Commission. All
transfer agents, however, whether they are registered with the Commission or another ARA, file
Forrﬁ TA-2 with the Commission. The Commission uses the information on the transfer agent forms
to review and approve an entity's applicati‘on for registration as a 'transfer agent, maintain current
- information about transfer agents, and monitor the operations performed by and the services
provided by transfer agents. The information filed on the Form TA-1, Form TA-2, and Fbrm TA-W
1s publicly available.

Over 1,000 transfer agent forms are filed with the Comrrﬁssion each year. The Corﬁmission
receives new or amended transfer agent registrations on F orrﬁ TA-1 and withdrawals from
registration on Form TA-W; however, most of the transfer agent forms received by the Commission

are the annual reports filed by transfer agents on Form TA-2, which are required to be filed with the

which is a bank other than a bank specified in clause (i) or (ii) of this subparagraph; (i11) the
Federal Deposit Insurance Corporation, in the case of a bank insured by the Federal Deposit
Insurance Corporation (other than a member of the Federal Reserve System), or a subsidiary
thereof; and (1v) the Commission in the case of all other clearing agencies and transfer
agents.




Commission during the three month period between January 1 and March 31.% Although all
registered transfer agents are requifed to file a Form TA-2, the Commission receives fewer Forms
TA-2 than there are registered transfer agents. This may be because some rggistered transfer agents
have dissolved without filing a Form TA-W, the paper Form TA-2 was lost or misdirected, or some
transfer agents are not meetihg the Form TA-2 filing requirement.

To facilitate public (iissemination of the information, the Commission staff enters basic
information’from the forms into EDGAR, including the name and address of the transfer agent, the
transfer agent's registration number, and the date the form was filed with the Commission. This data
is then disseminated on the EDGAR section of Commission’s Web site.? In order to view all of the
information on a form, however, members of the public must request a hard copy of the form from
the Commission's public reference room or obtain the information from a third party information
service company for a fee.

B. Electronic Filing of Transfer Agent Forms

The electronic filing system for transfer agent forms will be beneficial for transfer
agents, investors, and the Commission. Under the new electronic filing requirement, each
answer provided by the transfer agent will be formattéd as an XML datatag. XML isa
widely used text format that allows for the flexible use and exchange of data. The
Commission designed the filing system to use XML data tags so that all of the information
filed by transfer agents could be used by Commission staff and the public for searches,

retrievals, and data analysis. To facilitate the filing of the information as XML data tags, the

8 17 CFR 240.17Ac2-2. For the years 2003 through 2005, the Commission received an
average of 1,009 transfer agent forms each year, including 41 Forms TA-1, 247 amended
Forms TA-1, 709 Forms TA-2, 31 amended Forms TA-2, and 39 Forms TA-W.

° http://www sec.gov/edgar.shtml.




Commission developed EDGARLite to provvide filers with an easy to use, form-driven tool
that can gather information and convert it to XML. EDGARLite uses form templates create(i
by the Commission with a commercial "off the shelf" software package, MS InfoPath.™
Transfer agent‘s would need to have MS InfoPath™ installed on their computers in order to
use EDGARL.ite.

As an alternative to purchasing the software, transfer agents could prepare the forms outside
of EDGARLite by creating an XML tagged version of the filing as an ASCII document using
technical specifications that would be availéble on the Commission’s Web site.'” Thisisa
permissible means of filing because the amendments require only that the information reported on
the forms be submitted in the electronic format set forth in the EDGAR Filer Manual and do not
require that transfer agents use EDGARLite. Preparing XML data tags in ASCII text language
would require some technical expertise on the part of the filer, however, and the Commission |
expects that most transfer agents would choose to purchase the software and prepare the forms using
EDGARLite."" As another alternative, transfer agentsvcould hire a third party to prepare and submit
the electronic forms for them; however, this filing method wpuld likely cost the transfer agent more
than purchasing the MS InfoPath™ software.

Regulation S-T sets forth the rules governing electronic filing in EDGAR. The EDGAR
Filer Manual, which is promulgated by the Commission under Rule 301 of Regulation S-T,"

provides the instructions and technical requirements for submitting filings to EDGAR. In

19 An ASCII document is an electronic text document that has contents limited to American
Standard Code for Information Interchange (“ASCII”) characters. 17 CFR 232.11.

""" Third party software developers may also use the technical specifications to create a
software product to compete with or enhance the EDGARLite application.

1217 CFR 232.301.




preparation for e’léctronic filing, transfer agents should review Regulatioﬁ .S-T and the relevant
portions of the EDGAR Filer Manual, Volume I (General Inform‘ation).13 In particular, transfer
agents should review Section 2.5 of Volume I, which provides the EDGAR hardware and software
‘requirements, Section 3 of Volume I, which provides instructions on becoming an EDGAR.ﬁler, and
Section 6 of Volume I, which provides instmction§ for filing on EDGAR.
The Commission has df'afted a new section of Volume II (EDGAR Filing) of the EDGAR
Filer Manual which provides defailed instructions for preparing forms using EDGARLite. The
updates to Volume II have not yet been adopted; however, the Commission, has posted a draft on its
Web sitevM so that filers and other third parties may review and comment on the draft section. Any
EDGAR Filer Manual draft is subject to Commission approval and may be revised prior to approval
or not approved at all."> The new section will be adopted and effective prior to the J ahuary 1,2007
Veffectiverdate of these amendments.
The Commission i1s amending Regulation S-T, Rules 17Ac2-1, 17Ac2-2, and 17Ac3-1, and
Form TA-1, Form TA-2, and Form TA-W to mandate that all transfer agent forms filed with the

Commission be filed in electronic format.'® However, transfer agents that believe filing in

'* Transfer agents may download the latest version of the Filer Manual from the
Commission’s Web site www.sec.gov under the section “Information for EDGAR Filers.”

"4 http://www sec.gov/info/edgar/edmanuals95 d.htm

"> Any draft of the EDGAR Filer Manual that is posted before Commission approval of
potential regulatory changes is provided as a service to the filing community to assist filers,
agents, and software developers prepare for potential changes Commission staff anticipates.
The Commission retains the right to change any part of the manual before the new system
release 1s made final and the posting of the draft manual does not indicate Commission
approval of any pending proposed changes relating to the potential changes reflected in the
draft manual.

'® A paper copy version of the forms and instructions will be available from the Commission
Publications Office and on the Commission's Web site for information purposes and for use
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electronic format 1s unduly burdensome will be able to apply for a continuing hardship exemption
from the electronic filing requirement pursuant to Rule 202 of Regulation S-T."" Rule 202 provides
that an electronic filer may apply in writing for a continuing hardship exemption if the filing cannot
be submitted to the Commission in electronic format without undue burden or expense. The
Commission determines whether to grant or to deny the application based on whether the exemption
is appropriate and is consistent with the public interest and the protection of investors.

For the first year of electronic filing only, transfer agents that are registered with the
Commission will be required to file an amended Form TA-1 before they file a Form TA-2.'8 By so
requiring, the Commission will be able to establish a complete and current record of registration
information for transfer agents registered with the Commission in a single, centralized, and
searchéble database. Form TA-1 collects important inforrnation regarding transfer agents, such as -
name, address, organizational structure, and control persdns. The requirement to file an amended
Form TA-1 when the electronic filing system first becomes effective will make the data previously
reported on the paper form readily available electronically for Commission use and public
dissemination. Additionally, the requirement is designed to ensure that transfer agents have a
complete electronic version of the form to use as a template for future émendments. It wall provide
an o;;portunity for transfer agents to make sure that their Form TA-1 is current and that all
amendments to correct inaccurate, misleading, or iﬁcomplete information are made. Because

- transfer agents are required to maintain a copy of Form TA-1 and any amendments to Form TA-1

by transfer agents that were granted a hardship exemption from electronic filing under Rule
202 of Regulation S-T.

'" 17 CFR 232.202.
'® Transfer agents registered with an ARA other than the Commission do not file Form TA-1

or Form TA-W with the Commission and accordingly would not be subject to this
requirement.




with their records,'? they should have all the information necessary to complete and electronically
file an amended Form TA-1."

The amendments will be effective [Insert date 30 dayé from publication in the Federal
Register]. Accordingly, registered transfer agents should be prepared to file their Forms TA-2 for
‘ the 2006 reporting pertod, which are due be filed by March 31,. 2007, and an amended Form TA-1

for those transfer agents registered with the Commission, electronically on EDGAR.

- III. AMENDMENTS

The amendments make the following changes to Rules 17Ac2-1, 17Ac2-2, and 17Ac3-1,
Regulation S-T, and to Form TA-1, Form TA-2, and Form TA-W and the instructions to the forms as

well as to Form ID.

A. Changes to Rules 17Ac2-1, 17Ac2-2, and 17Ac3-1 to Require Electronic Filing

The amendments add a paragraph to each of Rules 17A°2f1’ 17Ac2-2, and 17Ac3-1 to
require electronic filing of Form TA-1, Form TA-2, and Form TA-W, respectively, on the
Commission’s EDGAR system. The ameﬁdments require transfer agents to file their forms
according to the instructions on the forms and in the EDGAR Filer Manual. Although the
amendments to Rules 17Ac2-1, 17Ac2-2, and 17Ac3-1 mandate electronic filing, transfer agents will
still be able to apply for a hardship exemption under Rule 202 of Regulation S-T which would allow
them to continue to file the forms in paper format. The Commission will review each application on
a case by case basis and in its discretion may grant an exe’mption.if the transfer agent is able to show
thét electronic filing is unduly burdensome and that granting the exemption would benefit the public

interest and protection of investors. Because transfer agents cannot rely on receiving a hardship

19 Instruction L.D. to Form TA-1.




exemption, we recommend thét all transfer agents review the system requirements and EDGAR Filer
Manual and be prepared to submit the forms on EDGAR.

The Commission received six comment letters on the proposal from five commenters.”’ One
commenter strongly supports the proposalz' and three of the commenters oppose the proposal on the
grounds that it requires compﬁter software and systems as well aé expc;,n'enée with EDGAR that the
transfer agent or its staff may not have.”> The fifth commenter requested changes that relate only té
Form TA-2 which is discussed in Section II1.D. of this release.”> The commenters who object to the
proposal stated that-the expense of meeting the new requirement competitively disadvantages small
transfer agents and that these transfer agents should not have to bear the expense of a proposal which
they believe serves primarily to benefit the Commission. One commenter stated that the public does
not have any need to access the information reported on the transfer agent forms because transfer

agents are not public companies and do not solicit investments and that a person interested in

2 K evin Kopaunik, Fidelity Transfer Company, dated August 31, 2006; Loren K. Hanson,
Director, Investor Relations, Otter Tail Corporation, dated August 31, 2006; Loren K.
Hanson, Assistant Secretary, Otter Tail Corporation, dated October 4, 2006; Angie Orr,
Senior Legal Assistant, American Century Services, LL.C, dated October 19, 2006; Diane M.
Butler, Director of Transfer Agency & International Operations, Investment Company
Institute, dated October 26, 2006; and Christeena G. Naser, Senior Counsel for Regulatory
and Trust Affairs, American Banker Association, dated November 2, 2006.

! Diane M. Butler, Director of Transfer Agency & International Operations, Investment
. Company Institute, dated October 26, 2006.

22 Kevin Kopaunik, Fidelity Transfer Company, dated August 31, 2006; Loren K. Hanson,
Director, Investor Relations, Otter Tail Corporation, dated August 31, 2006; Loren K.
Hanson, Assistant Secretary, Otter Tail Corporation, dated October 4, 2006; and Christeena -
G. Naser, Senior Counsel for Regulatory and Trust Affairs, American Banker Association,
dated November 2, 2006.

2 Christeena G. Naser, Senior Counsel for Regulatory and Trust Affairs, American Banker
Association, dated November 2, 2006.
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obtaining such information rﬁay acquire 1t directly from the transfer bagent.24 Thus filer also
suggested that electronic filing be optional and not mandatory. Two of the commenters also stated
that although they find electronic filing on EDGAR to be burdensome, a PDF attachment or an
internet based form that does not require special software would be feasible.”> One commenter also
expressed concerns about necessary software upgrades énd any associavted'costs.26

The Commission is very sensitive to the cost céncems of small transfer agents. The
EDGARLite program was designed to keep the costs to filers low and, while electronic filing may
require EDGAR skills and computer systems that all transfer agents'do not currently have, we
believe any costs transfer agents may be required to incur are reasonable. The amendments to
mandate electronic filing are necessary to ensure that the information reported b.y transfer agents is
complete, accurate, and stored in a single, centralized database and that the information is publicly
available in an easily searchable format. To achieve this goal, electronic submissions must be
formatted as XML data tags and submitted on EDGAR. Forms submitted as PDF attachments are
not usable for analytical tools such as data aggregatién, statistical analysis, and report generation.
The Commission designed EDGARLite to utilize commercial software because it was the
most cost-efficient way to allow information reported on a relatively small number of forms
to be ﬁled on EDGAR as tagged data in XML format. It would not be economically feasible
for the Commission to develop an EDGAR application for transfer agent forms without using

commercial software or for the Commission to develop more than one electronic filing

% Kevin Kopaunik, Fidelity Transfer Company, dated August 31, 2006.
25 Loren K. Hanson, Assistant Secretary, Otter Tail Corporation, dated October 4, 2006 and
Christeena G. Naser, Senior Counsel for Regulatory and Trust Affairs, American Banker

Association, dated November 2, 2006.

26 Christeena G. Naser, Senior Counsel for Regulatory and Trust Affairs, American Banker
Association, dated November 2, 2006.
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system for transfer agent forms. The Commission considered the costs of vthe commercial
software very carefully and chose software that we believed would best meet our needs for
the EDGARLite functionality, including ease of use and data validatio‘n, and that we believed
would be affordable for all filers. There may occasionally be upgrades to the software;

~ however, transfer agents would only have to purchase upgraded software if the Commission
makes changes to thg EDGARLite application that use the features of the upgraded version
of the software. Transfer agents who have not filed on EDGAR before will have to train staff
to file the transfer agent forms on EDGAR; however, the EDGAR Filer Manual provides
detailed instructions for each step of the filing process. Transfer agents will.also have the
optibn of applying for a continuing hardship exemption under Rule 202 of Regulation S-T to
file in paper format if they believe the electronic ﬁling requirefnent would cause tﬁem undue
burden or expense.

For these reasons, we believe that any additional costs the electronic filing requirement may
impose on transfér agents are necessary and reasonable in order to improve and modernize the
Commission’s filing program for transfer agent forms. Furthermore, we believe that the proposal
benefits the investing public and transfer agents and not just to the Commission. Transfer agents act
as the agénts of issuers of securities and oversee such functions as stock transfers and dividend
payments. With respect to the comment that the public does not need access to the information on
the forms, we note that the Commission frequently receives requests for transfer agent data from
issuers, who may be interested in hiring a transfer agent, and from investors, who may be seeking to
contact the transfer agent or who wént assurance that the transfer agent is registered and is current in
all its filings with the Commission. Additionally, electronic filing will substantially improve the
Commission’s ability to monitor and regulate transfer agent activities. This benefit to the

Commission will benefit the investing public as a whole because it will help to ensure that transfer
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agents are registered and are operating in conformance with the requirements under Section 17A of
“the Act.
For these reasons, we are adopting the amendments to Rules 17Ac2-1, 17Ac2-2, and 17Ac3—
1 to require electronic filing substantially as proposed.

B. Amendments to Regulation S-T

The Commission proposed to amend Regulation S-T to mandate the submission of the

~ transfer agent forms in electronic format and to exclude the transfer agent forms from the
applicability of Rule 104, and Rule 201. The Commission did not receive any comments on the
proposed amendments to Regulation S-T and we are adopting them as proposed.

1. Rule 101(a), Mandated Electronic Submissions

Rule 101(a) of Regulation S-T lists the filings that must be submitted to the Commission in
electronic format.”” The Commission is amending Rule 101(a) to mandate that Form TA-1, Form

TA-2, and Form TA-W be submitted to the Commission in electronic format.

2. Rule 104. Unofficial PDF Copies Included in an Electronic Submission

Rule 104 of Regulation S-T provides that an electronic submission may include one
unofﬁcial portable document format ("PDF") copy of each electronic document contained within a
submission, tagged in the format required by the EDGAR Filer Manuval.28 The purpose of this rule is
" to allow filers to provide a copy of their submission in a format that creates a structured, easy to read
document for public dissemination.

The electronic transfer agent forms are easy to read in the format in which they are

submitted, and it will be unnecessary to have a PDF version of the forms submitted. Additionally,

27 17 CFR 232.101(a).

28 17 CFR 232.104(a).
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we do not believe transfer agents will find any need to submit an unofficial copy of their filings in
PDF format. Therefore, the Commission is amending Rule 104(a) to prohibit filers from includihg
an unofficial PDF copy of Form TA-1, Form TA-2, or Form TA-3 in an electronic submission.

3. Rule 201, Temporary Hardship Exemption

Rule 201 of Regulation S-T provides procedures for a temporary exemption from mandated
electronic filing when, due to unanticipated technical difficulties, an electronic filer cannot submit its
filing in electronic format by the filing date.”’ The filer may submit the filing in paper format no
later than one business day after the filing was to be made with the Commission, and the filer must
submit an electronic format copy of the form within six _business days of ﬁlingrthe paper format
document. Form >TA-'1 and Form TA-W do not have specified filing dates, and Form TA-2 may be
filed any time between January 1 and March 31.%° As a result, the Commission does not believe that
there would be many cases where transfe% agents would need the temporary hardship exemption.

If it is necessary that a transfer agent form be filed with the Commission on a date certain,
there are two means by which the Commission typically would adjust the effective or ﬁliﬁg date of a
transfer agent form. First, the Commission has the authority under Section 17A(c) of the Act to
accelerate, delay, or postpone the effective date of Form TA-1 and Form TA-W.?' Second, Rule
13(b) of Regulation S-T provides that the Comrﬁission may adjust the filing date of an electronic
filing, which would include Form TA-1, Form TA-2, or Form TA-W, ifrthe filer in good faith

attempts to file with the Commission in a timely manner but the filing is delayed due to technical

% 17 CFR 232.201.

% 17 CFR 240.17A¢2-2(a).

15 U.S.C. 78q-1(c)(2), (c)(4)(A) and (B), and 17 CFR 240.17Ac2-1(a) and 240.17Ac3-
1(b). '
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difficulties beyond the filer’s control.** Accordingly, the Commission is amending Rule 201(a) to
exclude the transfer agent forms from the applicability of Rule 201.

C. Miscellaneous Amendments

The Commission proposed miscellaneous amendments to Rules 17Ac2-1, 17A2-2, and
17Ac3-1 to remove outdated information. We did not receive any comments on the proposed
amendments and are adopting them as proposed.

1. Revision to Rule 17Ac2-1

. The amendments will integrate the SEC Supplement to Form TA-1 into the body of the form
as Questions 8 through 10. As a result, there will no longer be a separate SEC Supplement.
Consequently, the Commussion is deleting the reference in Rule 17Ac2-1 to the SEC Supplement.

2. . Deletion of Paragraph (c) in Rule 17Ac2-2

 Paragraph (c) was added to Rule 17Ac2-2 as an amendment in June 2000.>> The amendment
changed the end of the annual reporting period for transfer agents from June 30 to December 31 of
the calendar year. Paragraph (c) was added to Rule 17Ac2-2 to provide that transfer agents would
not be required to file the annual report for the period ending June 30, 2000. Because this pro;/ision

is no longer necessary, the Commission is removing it from the rule.

3. Reference to 17A(c)(3)(C) in Rule 17Ac3-1

Rule 17Ac3-1 implements the section of the Act that permits a transfer agent to withdraw
L

from registration. The rule currently cites that section as 17A(c)(3)(C) of the Act; however, when

17 CFR 232.13(b). The filer must request an adjustment of the filing date, and the
Commission or its staff, pursuant to delegated authority, may grant the request if it appears
that such adjustment is appropriate and consistent with the public interest and the protection
of investors.

33 Securities Exchfcinge Act Release No. 42892 (June 2, 2000), 65 FR 36602 (June 9, 2000).

15 -




the Act was amended in 1987, section 17A(c)(3)(C) was redesignated as 17A(c)(4).34 The

Commission is amending Rule 17Ac3-1 to reflect the change.

D. Amendments to Form TA-1, Forrp TA-2, and Form TA-W

The Commission proposed a number of amendments to the forms and instructions to reflect
the requirement that they be submitted to EDGAR in electronic format and to amend outdated
requests for information. We received two comment letters requesting that we make a minor
changes o; clarifications to Form TA-2.>> Both commenters requested a change to Questions 8(c)
and 9(a) in Form TA-2 to allow a “Not Applicable” response. Questions 8(c) and 9(a) currently
allow only a “Yes” or “No” response and the commenter stated that there are some cases where a
“Not Applicable” response is appropriate. After reviewing Questions 8(c) and 9(a), we h'ave
determined that the change 1s appropriate and will have it made to the form.>® One commenter also
asked two interpretative quesﬁons v;/ith respect to Questions 4(a) and 10(a) of Foﬁn TA-2" That
commeﬁter asked 1f Question 4(a), which requests the number of items received for transfer dunng
the reported period, should include transfers of ownership (e.g., a transfer from an.individual to a
trust) involving open-end fund shares. After reviewing the comment we have determined that such
transfers of ownership should be disclosed in Question 4(a). The commenter also asked 'if Question

10(a), which requests the number of open-end investment company transactions processed, should

3 Pub.L. 100-181 (S 1452), § 322(3), 101 Stat 1249, December 4, 1987.

3% Diane M. Butler, Director of Transfer Agency & International Operations, Investment
Company Institute, dated October 26, 2006; and Christeena G. Naser, Senior Counsel for
Regulatory and Trust Affairs, American Banker Association, dated November 2, 2006.

%% The changes to Questions 8(c) and 9(a) of Form TA-2 will be made in the EDGAR
Release scheduled for February 2007.

" Diane M. Butler, Director of Transfer Agency & Intematlonal Operations, Investment.
Company Institute, dated October 26, 2006
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include ownership changes (e.g., individual to trust). After reviewing the comment we have
determined that such ownership changes should be disclosed in Question 10(a) as transactions

processed.

We are adopting the amendments to the forms and instructions substantially as proposed.

Listed below is a summary of the amendments.

1. Amendments to All Forms and Instructions

The Commission is making the following amendments to Forms TA-1, TA-2, and
TA-W:

1. Amend the instructions to reqﬁire the forms to be ﬁled electronically in EDGAR.

ii. Replace current instructions regarding how and where to file the forms with
instructions for filing through EDGAR.

iii. Amend Question 1 to require information about the filer that is required for
EDGAR filing.*®

iv. Amend the forms to allow the transfer agent to include a cover letter or other
correspondence as an attachment to the form.

v. Amend the forms and instructions to provide that the forms must be executed with
an electronic signature pursuant to Rule 302, Sigﬁatures, of Regulatibn S-T.*

The amendments to the forms and instructions will also include nonsubstantiye

format changes that are related to electronic filing using the EDGARLite templates. Such

% See EDGAR Filer Manual, Volume I (General Information).

3 17 CFR 232.302. Rule 302 provides that a signature to any electronic submission must be
provided in typed rather than manual format. Each signatory is required to manually sign a
signature page or other document authenticating, acknowledging, or otherwise adopting his
or her signature that appears in typed form within the electronic filing before or at the time
the electronic filing is made. Such document must be retained by the filer for a period of five
years and must be furnished to the Commission or its staff upon request.
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format changes include drop down data blocks that allow the filer to insert additional
information to a question (instead of using attached sheets, schedules, or supplements), data
fields that are designated as required fields, radio buttons that >limit the filer to specific
answers to a question, and hidden data fields for questions ‘that are not applicable to the
filer.* Filers that submit the information reported on the forms without using EDGARLite
will not bé affected by these amendments.

2. Amendments to Form TA-1 and Instructions

i. 'The instructions are amended to require a registered transfer agent to file an
amended Form TA-1 in electronic format before it can file a Form TA-2 or Form
TA-W 1n electronic format.

n. A feature is added to allow‘the transfer agent to designate a ﬁ_ling as an amended
filing. The instructions are amended to reflect this feature.

1. Question 2, “Filing Status,” 1s deleted because the quéstion 1s moved to the top
section of the form.

1v. Question 6, .“Service Companies Engaged by the Filer,” is amended to rveque‘st the
file number of the service company. The purpose of this amendment is to enable
the Commission or other interested parties to confirm the identity of the service
company engaged by the filer.

v. Question 7, “Filer Engaged as a Service Company by a Named Transfer Agent,”

1s amended to request the file number of the named transfer agent. The purpose

0 Filers can view the blank form in its entirety by checking the box at the top of the form
that expands the form to show all fields. Filers can also print the blank form using this
mechanism.
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V1.

Vil.

Viil.

1X.

of this amendment is to enable the Commission of other interested parties to
confirm the identity of the named transfer agent. |
Form TA-1 Supplexﬁent, ;‘Control Person Information” for Corporations

(Schedule A), Partnerships (Schedule B), and Other Entities (Schedule C), is
integrated inté the form as Questions 8 through 10.

Form TA-1 Supplément, “Control Person Infonhation,” is amended to delete
Schedule D because Schedule D is a blank sheet that provides additional space for
responses and 1s not necessary in the electronic form.

Form TA-1 Supplement, “Control Person Information” for Corporations

(Schedule A), Partnerships (Schedule B), and Othér Entities (Schedule C)
currently requests the social security number of control persons. We are
amending this question to delete the request for the social séqurity number.
because of privacy concems in light of the fact that the forms will be available for
public dissemination through EDGAR.

Form TA-1 Supplement, “Control Person Informétion” for Corporations

(Schedule A), Partnerships (Schedule B), and Other Entities (Schedule C), is
amended to delete the ADD, AMEND, and DELETE Columns. Transfer agents
will instead provide the beginning date of the relationship with the control person

and the ending date of the relationship.

. Instruction 11, Special Instructions for Filing and Amending Form TA-1, currently

provides that the Financial Industry Number Standard (“FINS”) number assigned
by The Deposttory Trust Company (“DTC”) may be obtained free of charge by

submitting a request to DTC’s New York city mailing address. We are amending
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X1.

XIil.

Xiii.

[

1.

iil.

this instruction to reflect that the FINS number is now provided through DTC’s
Web site www.dtc.org for a nominai fee.

Instruction II.A.4, the instruction regarding marking items as deleted 1s removed
because the DELETE Column in the TA-1 Supplement has been removed.
Instruction I1.B, Amending Registration, is revised to provide instructions on
filing an amended Form TA-1 in EDGAR. All requiréd items on the electronic
form, not just those fields being amended, must be completed.

Instruction III, SEC Supplement, Amending the Supplement, is deleted because
the supplement has been integrated with the rest of the form.

Amendments to Form TA-2 and Instructions

Question 4, “Number of Items Received for Transfer During the Reporting
Period,” ié amended to add a paragraph (b) to request the number of individual
securityholder accounts for which the transfer agent maintained master
securityholder accounts. The purpose of this amendment is to provide
information as to whether Questions 6-10 are required to be answered under
Instruction 11.B of Form TA-2. A corresponding change is being made to
instruction 11.B. |

The response “Not Applicable” will be added to Questions 8(c) and 9(a) because,
in response to requests from commenters, the Commission has determined that for
some transfer agents a “Yes” or “No” response is not appropriate.

A feature is added to allow the transfer agent to designate a filing as an amended
filing. The instructions are amended to reflect this feature. All required items on
the electronic form, not just those answers that are being amended, must be

completed.

20




4. Amendments to Form TA-W and Instructions -

i.  Question 7. The reference to "out of proof conditions" is deleted because th¢
Commission no longer uses the term.

i1. Questions 9 and 10. The reference to Schedule B on Form TA-1 is deleted
because Form TA-1 waé previously amended and Schedule B no longer requires o
the referenced information.*' Accordingly, the phrase "each issue shown on
Schedule B of registrants Form TA-1, as amended," 1s deleted and replace;d with
the phrase "each issue for which registrant acted as transfer agent."”

iii. Instruction 1. The reference to "Section 17A()3)C)" is revised to "Section

17A(c)(4)(B)."

5. Amendment to Form 1D

The Commission proposed to amend Form ID, Uniform Application for Access
Codes to File on EDGAR, to add “transfer agent” to the check-the-box list of applicant type-s

3 6L

(the form currently has boxes for “filer,” “filing agent,” “trainer,” or “individual”).* The
purpose of this change is to allow the Commission to 1dentify a new filer as a transfer agent
for purposes of utilizing the special instructions in EDGARLite for the TA forms (for

example, a TA-2 will be blocked if the transfer agent hasn’t previously filed an electronic

Form TA-1 or amended Form TA-l).43

4 Securities Exchange Act Release No. 23084 (March 27, 1986), 51 FR 12124 (April 9,
1986).

2 17 CFR 239.63, 249.446, 269.7, and 274.402.
* Transfer agents that have previously filed a transfer agent form with the Commission are

currently in the system. Only those transfer agents that are filing a transfer agent form with
the Commission for the first time would be required to complete and file a Form ID.
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The Commission did not receive any comments to the proposed amendments to Form
ID and is adopting them as proposed.

IV. PAPERWORK REDUCTION ACT.

Certain provisions of the amendments to the rules and forms contain "collection of
information requirements" within the meaning of the Paperwérk Reduction Act of 19954 We
published a notice requesting comment on the collection of informétion requirements in the
proposing release and submittéd these requirements to the Office of Management and Budget
(“OMB?”) for review.*> These requests are pending before the OMB. Wheﬁ we receive OMB
clearance, we will publish notice in the Federal Register. We did not receive any comments on the
Paperwork Reduction Act analysis contained in the pfoposing release;.

An agency may not conduct or sponsor, and a person is not required to respon(i to, a
collection of information uniess it displays a currently valid control number. The amendments
would require Form TA-1 , Form TA-2, and Form TA-W, whi.ch are currently filed with the
Commission in paper form, to be filed electronically on EDGAR. The Commission collects this
informatidn pursuant to its authority under Section 17A of the Act and uses the information collected
on the forms in determining whether to allow a transfer agent to register or to withdraw from
registration and also uses the information in monitoring the annual activities of transfer agents. The
information filed on the Form TA-1, Form TA-2, and Form TA-W is publicly available and is used

.by the public to locate, research, and confirm the registration of transfer agents.
The respondents to the collection of information are the registered transfer agents that file

Form TA-1, Form TA-2, and Form TA-W with the Commission. Only transfer agents for whom the

* 44 U.S.C. 3501 et seq.

4? Publication and submission were in accordance with 44 U.S.C. 3507(d) and 5 CFR
1320.1. ‘
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Commission 1s the ARA file Form TA-1 and Fo'rm.TA—W with the Commission; however, all
registered transfer agents, whether they are registered with the Commission or another ARA, must
file the annual Form TA-2 with the Commission. Compliance with the proposed amendments would
be mandatory. The information required by the proposed amendments would not be kept
confidential by the Commission. The Commission's regulations that implement Section 17A of the
Act are at 17 CFR 200.80 et seq.

The amendments modify an existing collection of informatiqn by changing the format of a
required filing from paper to electronic format and modify the text of the forms and the instructions
to the forms to conform to the electronic filing requirement.

The Commission does not estimate that the hour burdens for Form TA-1, Form TA-2, and
Form TA-W will change as a result of the proposed amendments because completing an electronic
form template and submitting it electronically on EDGAR should not take longer than completing a
paper form and mailing the original and two copies to the Commission. The Commission believes,
however, that the estimated hour burdens of Form TA-1 and for Form TA-2 should be increased for
the first year to reflect the initial burden associated with ﬁling.electronic‘ally on EDGAR and the
inifial burden associated with the proposed requirement for each transfer agent registered with the
Commission to refile the information on its Form TA-1 electronically as an amended Form TA-1.
We estimate that the one time burden associated with electronic filing of transfer agent forms is two
hours. This increased burden would be incurred with respect to the first transfer agent férm the
transfer agent files with the Commission electronically. For transfer agents registered with the
Commission, this would be Form TA-1, because the proposal would require transfer agents
registered with the Commission to file an electronic amended Form TA-1 before they could file any
other transfer agent forms electronically. For all other transfer agents, this would be Form TA-2

because that is the only form those transfer agents file with the Commission.
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There are 519 transfer agents registered with the Commission. - Accordingly, the increase in
collection of information burden associated with filing electronically for Form TA-~1 would be 1038
hours. There are 266 transfer agénts registered with an ARA other than the Commission.

Accordingly, the collection of information burden associated with filing electronically for Form TA-

2 1s 532 hours.

Additionally, we believe that the estimated hour burden for Form TA-1 will increase for the

- first year of electronic filing because the amendments require that transfer agents registered with the

Commission refile the information on Form TA-1 electronically in EDGAR as an amended Form
TA-1. The requirement to file an amended Form TA-1 would apply to the 519 transfer agents for
which the Comrﬁission is the ARA and would create a one time collectibn of information burdén.
We estimate that each transfer agent that is required to refile the information on Form TA-1 wouls
need approximately two hours to do so, for an increase to the total burden for the first year of 1,038
hours. |

In sum, we estimate that the amendments will increase the collection of information hour
burden for Form TA-1 by a total of 2,076 hours and for Form TA-2 of a total of 532 hours for the
first electronic filing only.*® After the first electronic filing, the estimated burden will return to its
current level.
V. COSTS AND BENEFITS OF THE PROPOSED RULEMAKING

The C(;mmission 1s sensitive to the costs and benefits of our rule implementing an electronic

filing system for transfer agent forms. We believe that the amendments will benefit transfer agents

6 Based on an estimated average administrative labor cost of $31.50 per hour, the
Commission’s staff estimates that the total labor cost to the transfer agent industry for
complying with the proposed amendments would be $98,910.
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and investors by improving the efﬁciency and quality of the information filed with the Commission,
which is available to the public. We also believe that the amendments .will result in certain costs to
most transfer agents because they may need to purchase computer software and possibly hardware
and will need to train personnel to éreate forms in the EDGARLIite™ application and to file the
forms on EDGAR. The Commission received three comment letters which discuss the costs and
benefits of the proposal.*’ These commenters believed the benefits of the proposal are mainly to the
Commission and that the costs of the pfoposal to small transfer agents are too high. One commenter
also stated that the informbation on the forms does not need to be disseminated on EDGAR because
the public does not have use for the information reported on the forms.*®

A. | Benefits

An electronic filing system will improve the efficiency of the filing process for transfer
agents and would also improve the public dissemination of the information on the forms; The
electronic filing system will eliminate the burdens associated with the paper forms and the
possibility of the forms being lost or misdirected. By performing data validation checks, the
EDGARLite applicatioh will help to ensure that transfer agents fill the forms out completely and in
the appropriate format. It will also provide transfer agents with email notification that a form has
been accepted or suspended by the Commission.

The rule will benefit the public because it will make the information on transfer agent forms, .
which is publicly available information, more easily accessible and available in a more timely
manner in EDGAR than it currently is through the Commission's public reference room. The new

system would also improve the Commission’s ability to maintain, review, and analyze transfer agent

7 Kevin Kopaunik, Fidelity Transfer Company, dated Auguét 31, 2006; Loren K. Hanson,
Director, Investor Relations, Otter Tail Corporation, dated August 31, 2006; and Loren K.
Hanson, Assistant Secretary, Otter Tail Corporation, dated October 4, 2006.

*® Kevin Kopaunik, Fidelity Transfer Company, dated August 31, 2006
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forms by collecting and storing all of the information on the forms in a éingle, centralized database.
The database will be updated immediately upon the rcceipt of new filings and will help the
Commission identify delinquent filers. It will also allow for analytic tools such as data aggregation,
statistical analysis, and report generation. Additionally, the information will be disseminated as
submitted by filers so there will be no risk of trénscription error as there is with information that is
»submitted in hardéopy and manually entered into the database.

The Commission received one comment letter that discusses the benefits of the proposal.
The commenter stated that it believes the proposal will not be beneficial to any entity other than the
Commission.*’ First, the commenter stated that much of the investing public does not have an
interest in transfer agent data and that the few people who would like the data can request it directly~
frdm the transfer agents themselves. Second, the commente; stated that electronic filing will cause a
lot of expense and labor for the transfer agents but will only benefit the Commission. The
commenter recommended that electronic filing should therefore be optional and not mandatory.

While we appreciate the commenter’s concerns, we believe that the proposal does benefit the
investing public and transfer agents. Transfer agents act as the agents of issuers of securities and
oversee such functions as stock transfers and dividend payments. We frequently receive requests for
transfer agent data from issuers, who may be interested in hiring a transfer agent, and fr\om investors,
who may be secking to contact the transfer agent or who want assurance that the transfer agent is
registered and is current in all its filings with the Commission. Additionally, although electronic
filing will substantially improve the Commission’s ability to monitor and regulate transfer agent
activities, this benefit to the Commission Will benefit the .investing public as a whole because it will
help to ensure that they are registered and are operating in conformance with tﬁe requirements under

Section 17A of the Act.

% Kevin Kopaunik, Fidelity Transfer Company, dated August 31, 2006.
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B.  Costs

Transfer agents will incur initial and ongoing costs with respect to the electronic filing
system. The Commission believes that most of the cost burden will be in terms of initial costs and
will be in terms of using the electronic filing system. The Commission does ndt believe that transfer
agents will incur additional costs in the first year as a result of completing the forms in electronic
format versus in paper format because, other than amendments to Question 4 of Form TA-2 to
request the number of individual securityholder accounts and to Questions 6 and 7 of Form TA-1 to
request the file number of service companies and named transfer agents, the substance of the transfer
agent forms is not changing. However, transfer agents that are registered with the Commission will
incur additional costs with respect to completing the forms because they will be required to prepare
and file an electronic amendment to their original registration.on Form TA-1 and submit it to
EDGAR for the first year of electronic filing before they can submit their annual report on Form TA-
2.

In order to file electronic transfer agent forms in EDGAR, transfer agents will need the
computer system requirements necessary to access EDGAR and will have to train personnel to
prepare forms using EDGARLite. We believe that most transfer agents currently have the necessary
computer system requirements as well as access to the Intemet as part of their current businesses.
Hov;/ever, the Commission believes that many transfer agents will choose to purchase MS
Infopath™ which is needed to view and enter dafa in EDGARLite forms.

To estimate the impact of the proposal on transfer agents, the Commission staff
reviewed the filings submitted by transfer agents to the Commission and communicated with
several small and mid-size transfer agents regafding their computer systems, personnel, and
familiaﬁty with EDGAR. Many transfer égents are entities or are affiliated with entities,

such as publicly traded companies or investment companies, which submit filings to the
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Commiésion electronically in EDGAR. These transfer agents have the necessary computer
system requirements and personnel to file the transfer agent forms in EDGAR, but many do
not have the MS InfoPath™ software necessary to construct forms in EDGARLite. Transfer
agents that have purchased Microsoft Office 2000 Professional Enterprise Edition™ have
MS InfoPath™ included as part of their operating system; however, most of these transfer
agents are not familiar with MS InfoPath™ and would have to train their personnel to use the
software. Of the transfer agents that do not currently file forms électronically n EDGAR,
most have the computer systém requirements to file in EDGAR, but would need to purchase
MS InfoPath™, train personnel to construct forms using EDGARLite, and submit forms
electronically to EDGAR. In addition, -some transfer agents may not have the necessary
system requirements to file in EDGAR and will need to purchase upgrades to their computer
systems as well as incur the costs related to purchasing the MS InfoPath™ software and
training personnel to file forms in EDGAR using EDGARLite.

From the above information, the Commission believes that the cost to transfer agents of the
electronic filing could range from only the cost of training personnel to create forms in EDGARLite
to the cost of upgrading systems, purchasing MS InfoPath™ and training personnel to use the
EDGAR system and EDGARLite. The EDGARLite application is designed to be easy to use and
the MS InfoPath™ software is a relatively low-cost software package that is readily available. The
EDGAR Filer Manual wili provide instructions for installing MS InfoPath™ and fof using
EDGARLite. Based on this, .the Commission believes that any training for personnel with reépect tlo
electronic filing will be two hours for each registered transfer agent. Additionally, the Commission
believes that transfer agents fegistered with the Commission will require an additional two hours to

refile the information on Form TA-1 as an amended Form TA-1. The Commission believes a cost of
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$31.50 pér hour and that the total labor cost to the transfer agent industry for complying with the
proposed amendments will be $98,910.° 0 o

Alternatively, transfer agents or a third party could prepare the forms without MS InfoPath™
by creating an XML ‘tagged version of the filing as an ASCII document using technical
specifications that will be a\./ailable on the Commission’s public Web site.! The Commission will
integrate the XML tags with the form template to create a structured form that is identical to the
form created in EDGARLite for the purpose of viewing the form in EDGAR. This filing method
would require some technical expertise on the part of the filer, however. Transfer agents could also
hire a third party ﬁlér to prepare and submit the forms on théir behalf using MS InfoPath.™ Third
parties generally charge separate fees for preparation and submission of EDGAR filings, and they
either charge a fee per page of a filing or, for some forms, offer a flat rate per form. Based on the
p>ublished cost structures of some of the larger third party filers, we estimate that the cost of hiring a
third party filer to fill out a single transfer agent form would be in the range of $150 to $200.

The Commission believes that transfer agenfs will incur a small amount of ongoing costs
with respect to the amendments, such as purchasing upgrades to MS InfoPath™ software and
maintaining access to the Internet. Additionally, transfer agents will have to have personnel that are
familiar with the EDGAR system to file Form TA-2 each year and amendments’to Form TA-l

whenever the information on the form becomes inaccurate, misleading, or incomplete.

5% The cost per hour is based on the estimated per hour salary of a senior computer operator
using the Securities Industry Association’s Office Salary Data for 2003, adjusted for
inflation. : .

St See note 10.
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The Commission received four comment letters from three commenters that discussed the

 costs of the proposal.”> The commenters stated that the proposal requires skills and computer

software that they do not have and could require additional software upgrades. One commenter
stated that small in-house transfer agents cannot pass their expenses on to investors and that any
additional expenses, such as the one in the current proposal, could lead them to outsource their
functions to large, commercial transfer agents.”

The Commission is aware that the proposal will impose some level of cost on many transfer
agents and that those transfer agents that are small entities may be more affected than other transfer

agents. Therefore, we are allowing transfer agents to apply for a hardship exemption under Rule 202

~ of Regulation S-T. This would allow them to continue to file the forms in paper format. The -

Commission will review each application on a case by case basis and in its discretion may grant an
exemption if it determines that electronic filing is unduly burdensome and that granting the
exemption is appropriate and consistent with the public interest and protection of investors.

VL CONSIDERATION OF THE BURDEN ON COMPETITION, PROMOTION OF
EFFICIENCY AND CAPITAL FORMATION

Section 3(f) of the Act’® requires the Commission, whenever it engages in rulemaking and is
required to consider or to determine whether an action is necessary or appropriate in the pubic

interest, to consider whether the action will promote efficiency, competition, and capital formation.

*2 Kevin Kopaunik, Fidelity Transfer Company, dated August 31, 2006; Loren K. Hanson,
Director, Investor Relations, Otter Tail Corporation, dated August 31, 2006; Loren K.
Hanson, Assistant Secretary, Otter Tail Corporation, dated October 4, 2006; and Christeena
G. Naser, Senior Counsel for Regulatory and Trust Affairs, American Banker Association,
dated November 2, 2006. '

>3 Loren K. Hanson, Assistant Secretary, Otter Tail Corporation, dated October 4, 2006.

* 15 U.8.C. 78c(f).
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In addition, Section 23(a)(2) of the Act™ requires the Commission, when promuigating rules under
the Act, to consider the impact any such rules would have on competition. Section 23(a)(2) further
provides that the Commission may not adopt a rule that would impose a burden on compet‘ition not
necessary or appropriate in furtherance of the purposes of the Act.

A transfer agent is any entity that engages on behalf of an issuer of secuﬁties or on behalf of
itself as an issuer of securities in: (1) countersigning such securities upon i1ssuance; (2) monitoring
the issuance of such securities with a view to preventing unauthorized 1ssuance, a function
commonly performed by a person called a registrar; (3) registering the transfer of such securit.ies; 4
exchanging or converting such securities; and (5) transferring récord ownership {;f securities by
bookkeepihg entry without physical 1ssuance of securities certificates.®® Transfer agents are
reguléted by the Commission pursuant to Section 17A of the Act. All transfer agents file an annual
report with the Commission on Form TA-2. Non-bank transfer agents file registrations on Form TA-
1 and withdrawals from registration on Form TA-W with the Commission. These forms are
currently filed with the Commission in paper format.

The amendments to Regulation S-T, Rules 17Ac2-1, 17Ac2-2, and 17Ac3-1 and to Forms
TA-1, TA-2, and TA-W and the instructions to the forms will require that transfer agent forms be
filed electronically using the Commission's EDGAR system-. The Commission has designed a new
application in EDGAR, EDGARLite, that uses form templates with a commercial off-the-shelf

software package, MS InfoPath,™ to allow filers to easily complete electronic forms for submission

5 15 U.S.C. 78w(a)(2).

6 15 U.S.C. 78¢(a)(25).
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to the Commission. However, filers will not be required to use EDGARLite and could submit the
infonﬁation reported on the forms to the Commission in ASCII text characters.’ 7‘

An electronic filing system will e]iminate the burdens associated with the paper forms and
- the possibility of the forms being lost or misdirected. The EDGARLite application will perform data
validation checks, which will help to ensure that transfer agents fill the forms out completely and in
the appropriate format. It will also provide transfer égents with email notification that a form has
been accepted or suspended by the Commission. Accordingly, the implementation of the electronic
filing system should promote efficiency. The electronic filing system should also promote accuracy
because the'information reported oh the forms will be submitted in electroﬁic format by transfer
égents so there will be no risk of transcription error as there is with‘ information that is submitted in
hardcopy and 1s manually entered into EDGAR or another Commission database. The amendments
will apply to all transfer agents and the EDGARLite application is intended to be a program that is
easy to use at a reasonable cost. Most transfer agents will be able to comply with an electronic filing
requirement without difﬁculty; however, the amendments will allow transfer agents to apply for a
continuing hardship exemption under Rule 202 of "Regulation S-T if the electronic filing requirement
would cause undue burden or cost and the Commission determines that such exemption is
appropriate and consistent with the public interest and the protection of investors. As a result, the
amendments are not expected to adversely impact a transfer agent’s ability to file transfer agent
forms and, accordingly, likely will not have an adverse impact on competition. The amendments are
not expected to affect the operations of transfer agents and will not materially change the

information that is required to be reported to the Commission on the forms. The amendments will

57 See.note 10.
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change the filing method of the forms from paper format to electronic format. Accordingly, the

amendments are not expected to have an impact on capital formation.

We received one comment letter that stated the proposal could have an adverse impact on
competition because the expense of meeting the electronic filing requirement could lead in-house
transfer agents, which cannot pass regulatory expenses on to issuer clients, ‘to outsource their
functions to large, commercial transfer agents.58 While we appreciate the commenter’s concems, we
do not believe the costs to transfer agents as a result of the proposal will rise to that level.
Additionally, as noted above, transfer agents may apply for a hardship exemption under Rule 202 of
Regulation S-T which would allow them to continue filing in paper format.

VII. FINAL REGULATORY FLEXIBILITY ANALYSIS

The Commission has prepared a Final Regulatory Flexibility Analysis ("FRFA") pursuapt to
the Regulatory Flexibility Act” regarding the amendments to»Regulation S-T, Rules 17Ac2-1,
17Ac2-2, and 17Ac3-1 an(i to Form TA-1, Form TA-2, and Form TA-W and the instructions to the
forms.

A. Need for the Amendments

The Commission receives over a thousand transfer agent forms year. An electronic filing
system will eliminate the burdens associated with paper forms and streamline the filing process. It
will help to ensure that transfer agents fill the forms out completely and in the appropriate format. It
will also provide transfer agents with email notification that a form has been accepted or suspended
by the Commission.

B. Significant Issues Raised by Public Comment

58 | oren K. Hanson, Assistant Secretary, Otter Tail Corporation, dated October 4, 2006.

% 5 1U.S.C. 603(a).
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The Initial Regulatory Fl exibili'ty. Act Analysis (“IRFA”) appeared in the proposing release.
We requested comment on any aspect of the IRFA and we received two comment letters from

persons who object to the amendments because the expense of meeting an electronic filing

requirement competitively disadvantages small transfer agents.®” These commenters also stated that

although they find electronic filing on EDGAR to be burdensome, a PDF attachment or an internet

based form that does not require special software would be feasible. One commenter also expressed

concerns about necessary software upgrades and any associated costs.®’

The Commission is very sensitive to the cost concerns of small transfer agents. The
EDGARLite program was designed to keep the costs to filers low and, while electronic filing may
require EDGAR skills and computer systems that all transfef z;gents do not currently have, we
believe any costs transfer agents may be required to incur are reasonable. The amendments to
mandate electronic filing are necessary to ensure that the information reported by transfer agents is
complete, accurate, and stored in a single, centralized database and that the information is publicly
available in an easily searchable format. To achieve this goal, electronic submissions must be
formatted as XML data tags and submitted on EDGAR. Forms submitted as PDF attachments are
not usable for analytical tools such as data aggregation, statistical analysis, and report generation.
The Comrﬁission designed EDGARLite to utilize commercial software because it whas the
most cost-efficient Way to allow information reported on a relatively small number of forms
to be filed on EDGAR as tagged data in XML format. It would not be economically feasible

for the Commission to develop an EDGAR application for transfer agent forms without using

80 L oren K. Hanson, Assistant Secretary, Otter Tail Corporation, dated October 4, 2006 and
Christeena G. Naser, Senior Counsel for Regulatory and Trust Affairs, American Banker
Association, dated November 2, 2006. ‘

6t Christeena G. Naser, Senior Counsel for Regulatory and Trust Affairs, American Banker
Association, dated November 2, 2006.
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commercial software or for the Commission to develop more than one electronic filing
system for transfer agent forms. The Commission considered the costs of the commercial
software very carefully and chose software that we believed would best meet our needs for
the EDGARULite functionality, including ease of use and data validation, and that we believed
would be affordable for all filers. There may occasionally be upgrades to th¢ software;
however, transfer agents would only have to purchase upgraded software if the Commission
makes changes to the EDGARLite application that use the features of the upgraded version
of the software. Transfer agents who have not filed on EDGAR before will have to train staff
to file the transfer agent forms on EDGAR, however, the EDGAR Filer Manual prbvides
detailed instructions for each step of the filing process. Transfer agents will also have the.
option of applying for a continuing hardship exemption under Rule 202 of Regulation S-T to
file in paper format if they believe the electronic filing requirement would cause them undue
burden or expense.

For these reasons, we believe that any additional costs the electronic filing requirement may
impose on transfer agents are necessary and reasonable in order to improve and modernize the
Commission’s filing program for transfer agent forms.

C. Small Entities Subject to the Amendments

The FRFA also discusses the effect of the proposal.on transfer agents that are small entities
under Rule 0-10(h) under the Act.®* Rule 0-1 0(h) defines the term “small business” or “small
organization” to inclﬁde any transfer agent that: (1) received less than 500 items for tfansfer and less
~ than 500 items for processing during the preceding six months (or in the time that it has been in

business, if shorter); (2) transferred items only of issuers that would be deemed "small businesses” or

62 17 CFR 240.0-10(h).
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"small organizations" as defined in this section; (3) maintained master shareholder files that in the
aggregate contained less than 1,000 shareholder accounts or was the named transfer agent for less
than 1,000 shareholder accounts at all times during the preceding fiscal year (or the time that it has
been in business; if shorter); and (4) is not affiliated with any person, other than a natural person,
that is not a small business or small organization under Rule 0-10.

The Commission estimates that there are 310 registered transfer agents that are "small
entities" under Rule 0-10. Of these, 170 are registered with the Commission and 140 are registered

with the other ARAs.

D. Projected Reporting, Reeordkeeping, and Other Complianee Requirements

The amendments require that all transfer agents apply for access to the EDGAR system and
file all transfer agent forms that they file with the Commission electronically on EDGAR. The
amendments also amend Form 1D, Uniform Application for Access Codes to File on EDGAR, to add
“transfer agent” to the check-the-box list of applicant types (the form currently has boxes for “filer,”

K

“filing agent,” “trainer,” or “individual”). Transfer agents are expected, but not required, to
complete the electronic forms by using' the EDGARLite application. All transfer agents filing
electronically will need a computer system that meets the EDGAR software and hardware
requirements. Additionally, all transfer agents that have previously filed a Form TA-1 with the
Commission will have to file an amended Form TA-1 electronically, of which approximately 170 are
small entities within the definition in Rule 0-10. The FRFA states that the incfemental burdenn on all
"small entities" is approximately 960 hours and $30,240 for all entities. The FRFA also states thgt
the proposed amendments will not impose any other reporting, recordkeeping, or compliance
requirements, and that the Commission believes that there are no rules that duplicate, overlap, or

conflict with the proposed amendments.

E. Agency Action to Minimize Effect on Small Entities
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The FRFA discusses the alternatives considered by the Commission in connection with the
proposed amendments to Regulation S-T, Ruies 17Ac2-1, 17Ac2-2, and 17Ac3-1 and to Forms TA-
1, TA-2, and TA-W and the instructions to the forms. The purpose of electronicb filing is to have all
filings required to be filed wath the Commissioﬁ recetved in a timely and efficient manner and for
the d-ata filed on the forms to be stored in a single, centralized database. Any forms filed on paper
could be subject to loss, inaccuracies, and delayed reporting, which would affect the integrity of the
database and affect the Commission's ability to perform its oversight role with respect to transfer
agents. Accordingly, we have determined that it would not be approbriate to allow any transfer -
agents to continue to file the forms in paper form"unlesé the Commission were to grant the transfer
agent a continuing hardship exemption under Rule 202 of Regulation S-T.

As an alternative to creating the electronic forms in EDGARLite, which reqﬁires the filer to |
purchase MS InfoPath™ software, transfer agents or a third party can prepare the forms outside of
EDGARLite by creating an XML tagged version of the filing as an ASCII document using technical
specifications that will be available on the Commission’s public Web site.”> It should be noted that
this filing method requires some technical expertise on the part of the filer and the Commission does
not anticipate that transfer agents or third parties will find it worth the cost savings to develop the
transfer agent forms outside of EDGAR Lite.

The Commission also considered whether entities can file the forms with the Commission by
using public computer services, such as an internet cafe or a public library, and iherefore avoid the
expense of any required hardware, software, or internet access. Commission staff contacted public
computer service providers in 2004 and determined that it was unlikely that these facilities would

have the necessary MS Infopath™ software requirement for using the EDGARLite templates.

6 See note 10.
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However, transfer agents will be free to use a public facility if the facility has the necessary
computer system requir‘ements. Additionally, filers cén prepare their filings by creating an ASCII
document as described above, which should b§: possible on many public computer service facilities:

Finally, fhe Commission can grant a transfer agent a continuing hardship exemption from the
electronic filing requirement under Rule 202 of Regulation S-T if the transfer agent demonstrates
that the electronic filing requirement would cause it undue burden or expense and the Commission
determines that a"gral‘n éf the exemption is appropriate and consistent with the public interest and the
protection of investors. A transfer agent that was granted such an exemption wbuld continue to file
the forms in paper and thus would not be economically impacted by the electronic filing
requirement. |
VII. STATUTORY BASIS AND TEXT OF THE AMENDMENTS

We are adopting the amendments to Regulation S-T and Form Ilj under the authority in
Section 19(a)®* of the Securities Act of 1933, Sections 13(a),*® 23(a),*® and 35A% of the Exchange
Act, Section 31 9% of the Trust Indenture Act of 1939, and Sections 30% and 387 of the Investment

Company Act of 1940. We are adopting the amendments to Rule 17Ac2-1, Rule 17Ac2-2, and Rule

6% 15 U.S.C. 77s(a).
65
15 U.S.C. 78m(a).
66 '
15 U.S.C. 78w(a).
7 15 U.S.C. 78Il
8 15U.S.C. 77sss.
% 151U.S.C. 80a-29.

70 15 U.S.C. 80a-37.
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17Ac3-1, and to Forms TA-1, TA-2, and TA-W under the authority in Section 19(a) of the Securities
Act and Sections 17(a),”’ 17A(c),” 23(a), and‘ 35A of the Act.
Text Rule Amendments
List of Subjects
17 CFR Parts 232, 239, 240, 249, 249b, 269, and 274
Reporting and recordkeeping requirements, Securities.
In accordance with the foregoing, Title 17, Chapter II of the Code of Federal
Regulations is amended as follows:

PART 232—REGULATION S-T—GENERAL RULES AND REGULATIONS FOR
ELECTRONIC FILINGS

1. The general authority citation for part 232 is revised fo read as follows:

Authority: 15 U.S.C. 77f, T7g, TTh, 77}, 77s(a), 17sss(a), 78¢c(b), 781, 78m, 78n,
780(d), 78w(a), 781i(d), 80a-8, 80a-29, 80a-30, 80a-37, and 7201 ._e_t seq.; and 18 U.S.C. 1350.

2. Amend § 232.101 by:

a. Removing the word "and" at the end of paragraph (a)(1)(x);

b. Reméving thé period at the end of paragraph (a)(1)(xi) and in its place adding ";
and"; and

¢. Adding paragraph (a)(1)(xii).

The addition reads as follows."
§232.101 Mandated electronic submissions and exceptiéns.

(a)***

"' 15U.5.C. 78q(a).
72 ‘
15 U.S.C. 78q-1(c).
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(1) * * *

(x11) Form TA-1 (§ 249.100 of this chapter), Form TA-2 (§ 249.102 of this chapter),
and Form TA-W (§ 249.101 of this chapter). |
* Kk %

3. Revise § 232.104 paragraph (a.) to read as follows.

§ 232.104 Unofficial PDF copies included in an electronic submiésioh.

(a) An electronic submission, other than a Form 3 (§ 249.103 of this chapter), a Form
4 (§ 249.104 of this chapter), a Form 5 (§ 249.105 of this chapter), a Form ID (§§ 239.63,
249.446, 269.7 and 274.402 of this chapter), a Form TA-1 (§ 249.100 of this chapter), a
Form TA-2 (§ 249.102 of this chapter), or a Form TA-W (§ 249.101 of this chapter), may
include one unofficial PDF copy of4each electronic document contained within that
submission, tagged in the format required by the EDGAR Filer Manual.

* kK % %

- 4. Section 232.201 is amended by revising the introduétory text of paragraph (a) to
read as follows.
§ 232.201 Temporary hardship exemption.

(a) If an electronic filer experiences unanticipated techniéal difficulties preventing the
timely preparation and submission of an electronic filing other than a Form 3 (§ 249.103 of
this chapte%), a Form 4 (§ 249.104 of this chapter), a Form 5 (§ 249.105 of this chapter), a
Form ID (§§ 239.63, 249.446, 269.7 and 274.402 of this chapter), a Form TA-1 (§ 249.100 of
this chapter), a Form TA-2 (§ 249.102 of this chai)ter), or a Form TA-W (§ 249.101 of this
chapter), the electronic filer may file the subject filing, under cover of Form TH (§§ 239.65,
249.447,269.10 and 274.404 of this chapter), in paper format no later than one business day

after the date on which the filing was to be made.
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PART 239—FORMS PRESCRIBEi) UNDER THE SECURITIES ACT OF 1933

5. The general authority citation for Part 239 is revised to read as follows.

Authority: 15 U.S.C. 77f, 77g, 77h, 77j, 77s, 772-2, 772-3, 77sss, 78c, 781, 78m, 78n,
780(d), 78u-5, 78w(a), 781l(d), 78mm, 80a-2(a), 80a-3, 80a-8, 80a-9, 80a-10, 80a-13, 80a-24,
80a-26, 80a-29, 80a-30, and 80-37, unless otherwise noted.

* %k Kk *k *k

PART 240—GENERAL RULES AND REGULATIONS, SECURITIES EXCHANGE
ACT OF 1934 ‘ '

6. The general authority citation for Part 240 is revised to read as follows.
Authority: 15 US.C. 77c,77d, 17g, 173, 77s, 772-2, 772-3, 77eee, 77ggg, 77nnn,
77sss, 77ttt 78c, 78d, 78e, 78f, 78g, 78i, 78j, 78-1, 78k, 78k-1, 781, 78m, 78n, 780, 78p,

‘ 784, 78s, 78u-5, 78w, 78x, 78ll, 78mm, 80a-20, 80a-23, 80a-29, 80a-37, 80b-3, 80b-4, 80b-

11, and 7201 et seq.; and 18 U.S.C. 1350, unless otherwise noted.
¥ %k k k% |

7. Amend § 240.17Ac2-1 by:

a. Revising paragraph (c);

b. Redesignating paragraph (d) as paragraph (e); and

C. Adding new paragraph (d).

The revision and addition reads as follows.
§ 240.17Ac2-1 Application for registration of transfer agents.

* %k k %k %

~ (c) If any of the information reported on Form TA-1 (§ 249b.100 of this chapter)

’ becomes inaccurate, misleading, or incomplete, the registrant shall correct the information by




filing an amendment within sixty days following the date on which the information becomes
inaccurate, misleading, or incomplete.
(d) Every registration and amendment filed pursuant to this section shall be ﬁle‘d with
the Commission electronically in the Commission’s EDGAR system. Transfer agents should
refer to Form TA-1 and the instructions to the form (§ 249b.100 of this chapter) and to the
EDGAR Filer Manual (§ 232.3011 of this chapter) for the technical requirements and
instructions for electronic filing. Transfer agents that have previously filed a Form TA-1 with
the Commission must refile the information on their Form TA-1, as amended, 1n electronic
format in EDGAR as an amended Form TA-1.

* k ok % k

8. Amend § 240.17Ac2-2 by:

a. Adding two sentences to the end of the introductory text of paragraph (a); and

b. Revising paragraph (c).

The addition and revision reads as folles.

§ 240.17Ac2-2 Annual reporting requirement for registered transfer agents.

(a) * * * A transfer agent may file an amendment to Form TA-2 pursuant to the
instructions on the form to correct information that has become inaccurate, incomplete, or -
misleading. A transfer agent may file an amendment at any time; however, in order to be
timely filed, all required portions of the form must be completed and filed in accordance with
this section and the instructions to &16 form by the date the form is required to be filed with
the Commission.

NP
(¢) Every annual report and amendment filed pursﬁant to this section shall be filed

with the Commission electronically in the Commission's EDGAR system. Transfer agents

42




should refer to Form TA-2 and the instructions to the form (§ 249b.102 of this chapter) and
the EDGAR Filer Manual (§ 232.301 of this chapter) for further information regarding
electronic filing. Every registered transfer agent must file an elgctronic Form TA-1 with the
Commission, or an electronic amendment to its Form TA-1 if the transfer agent previously
filed a paper Form TA-1 with the Commission, before it may file an electronic Form TA-2 or
Form TA-W with the Commission.

9. Amend § 240.17Ac3-1 by:

a. Removing the guthoﬁty citations at the end of the section;

b. Removing from pafagraph (a) and the first sentence of paragraph (b) the term '
"17A(c)(3)(C)" and in its place adding "17A(c)(4)";

~ ¢. Removing from paragraph (b) the term "17A(c)(3)(A)" and in its place adding

"T7A(c)3)";

d. Redesignating paragraph (c) as paragraph (d); and

e. Adding new paragraph (c).

The addition reads as follows.
§ 240.17Ac3-1 Withdrawal from registration with the Commission.
* %k koK

(c) Every withdrawal from registration filed pursuant to this section shall be filed
with the Commission electronically in the Commission's EDGAR system. Transfer ageﬁts
should refer to Form TA-W and the instructions to the form (§ 249b.101 of this chapter) and
the EDGAR Filer Manual (§ 232.301 of this chapter) for further information régarding
electronic filing.

%k k %k ¥

PART 249—FORMS, SECURITIES EXCHANGE ACT OF 1934
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. 10. The authority citation for Part 249 continues to read in part as follows.
Authority: 15 U.S.C. 78a et seq., and 7201 et seq.; and 18 U.S.C. 1350, unless

otherwise noted.

* ok % % %

PART 249b- FURTHER F ORMS, SECURITIES EXCHANGE ACT OF 1934
11. The authority citation for Part 249b continues to read in part as follows.
Authority: 15 U.S.C. 78a et seq., unless otherwise noted;

X koK K X
12. Form TA-1 (referenced in § 249b.100), Form TA-W (referenced in § 249b.101),

and Form TA-2 (referenced in § 249b.102) are revised to read as set forth in the attached

Appendices B, C, and D.

. PART 269—FORMS PRESCRIBED UNDER THE TRUST INDENTURE ACT OF
1939 ' '

13. The authority citation for Part 269 continues to read as follows:

Authority: 15 U.S.C. 77ddd(c), 77eee, 77ggg, 77hhh, 77iii, 77jjj, 77sss, 7811(d),
unless otherwise noted.
PART 239—FORMS PRESCRIBED UNDER THE SECURITIES ACT OF 1933
PART 249—FORMS, SECURITIES EXCHANGE ACT OF 1934

PART 269—FORMS PRESCRIBED UNDER THE TRUST INDENTURE ACT OF
1939

PART 274—FORMS PRESCRIBED UNDER THE INVESTMENT COMPANY ACT
OF 1940 -

14. The authority citation for Part 274 continues to read in part as follows:
Authority: 15 U.S.C. 77, 77g, 77h, 77j, 77s, 78¢(b), 781, 78m, 78n, 780(d), 80a-8,

‘ 80a-24, 80a-26, and 803‘—29, unless otherwise noted.
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% %k ¥ k *
9.7, and § 274.402) 18 revised as

15. Form ID (referenced in § 239.63, § 249 446, § 26

set forth in Appendix A.

By the Commission. ,

Nancy M. Morris
Secretary

Date: December 4, 2006

B,C,and D will not appear in the Code of Federal

Note: The following Appendices A,
Regulations.
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' ‘ ‘ APPENDIX A

United States OMB APPROVAL

Securities and Exchange Commission OMB Number: 3235-0328
Washington, D.C. 20549 Expires: April 30, 2009

Estimated average burden
hours per response: . .0.15

FORM ID

UNIFORM APPLICATION FOR ACCESS CODES TO FILE ON EDGAR

PART I — APPLICATION FOR ACCESS CODES TO FILE ON EDGAR

Name of applicant (applicant's name as specified in its charter, except, if individual, last
name, first name, middle name, suffix (e.g., “Jr.”)

Mailing Address or Post Office Box No.

‘ City State or Country : Zip

Telephone number (Include Area and, if Foreign, Country Code) ()

Applicant 1s (see definitions in the General Instructions)

Individual (if you check
this box, you must also

o Transfer Agent o check either Filer, Filing
Agent, Training Agent or
Transfer Agent box)

Filing Training

0 Filer Agent . Agent

PART II — FILER INFORMATION (To be completed only by filers that are not

individuals)
Filer's Tax Number or Federal Doing Business As
Identification Number (Do Not Enter a o
Social Security Number) ~ Foreign Name (if Foreign Issuer Filer and
applicable) .

. Primary Business Address or Post Office Box No. (if different from mailing address)
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. City State or County Zip

State of Incorporation Fiscal Year End (mm/yy)

[ PART IIIl — CONTACT INFORMATION (To be completed by all applicants)

Person to receive EDGAR Information, Inquiries and Access Codes

Telephone Number (Include Area and, if foreign, Country Code). ( )

Mailing Address or Post Office Box No. (if different from applicant’s mailing address)
City State or Country . Zip

E-Mail Address

{ PART IV — ACCOUNT INFORMATION (To be completed by filers and filing agents

only)
. Persor} to receive SEC Account Information Telephone Number (Include Area and, if
and Billing Invoices

Foreign, Country Code) ()

Mailing Address or Post Office Box No. (if different from applicant's mailing address)

City . State or Country Zip

PART V — SIGNATURE (To be Completed by all Applicants)

Signature: : Type or Print Name:

Position or Title: Date:

Intentional misstatements or omissions of facts constitute federal criminal violations.
See 18 U.S.C. 1001.

Section 19(a) of the Securities Act of 1933.(15 U.S.C. 77s(a)), sections 13(a) and 23(a) of the
. Securities Exchange Act of 1934 (15 U.S.C. 78m(a) and 78w(a)), section 319 of the Trust

Indenture Act of 1939 (15 U.S.C. 77sss), and sections 30 and 38 of the Investment Company
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‘ Act of 1940 (15 U.S.C. 80a-29 and 80a-37) authorize solicitation of this information. We will
use this information to assign system identification to filers, filing agents, and training
agents. This will allow the Commission to identify persons sending electronic submissions

and grant secure access to the EDGAR system.

SEC 2084 (05-06)  Persons who potentially are to respond to the collection of
Previous form
obsolete information contained in this form are not required to respond

unless the form displays a currently valid OMB control number.

FORM ID
GENERAL INSTRUCTIONS

‘ ' USING AND PREPARING FORM ID
Form ID must be filed by registrants, third party filers, or their agents, to whom the
Commission previously has not assigned a Central Index Key (CIK) code, to request the

following access codes to permit filing on EDGAR:

*» Central Index Key (CIK) - The CIK uniquely identifies each filer,
filing agent, and training agent. We assign the CIK at the time you
make an initial application. You may not change this code. The CIK is
a public number.

* CIK Confirmation Code (CCC) - You will use the CCC in the header
of your filings in conjunction with your CIK to ensure that you

authorized the filing.

. * Password (PW) - The PW allows you to log onto the EDGAR
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system, submit filings, and change your CCC.

» Password Modification Authorization Code (PMAC) - The PMAC

allows you to change your password.

An applicant must file this Form 1n electronic format via the Commission’s EDGAR Filer
Management Web site. Please'see Regulation S-T (17 CFR Part 232) and the EDGAR Filer

Manual for instructions on how to file electronically, including how to use the access codes.

An applicant also must file in paper by fax within two business days before or after filing
electronically Form ID the notarized document, manually signed by the applicant over the
applicant’s typed signature, required by Regulation S-T Rule 10(b)(2) that includes the
information contained in the Form ID filed or to be filed, confirms the authenticity of the

Form ID and, if filed after electronically filing the Form ID, includes the accession number

assigned to the electronically filed Form ID as a result of its filing. The applicant must fax

the authenticating document to the Branch of Filer Support of the Office of Filings and
Information Services at (202) 504-2474 or (703) 914-4240. If the fax is not received timely,
the application for access codes will not be processed. The applicant will receive an e-mail |
message at the contact’s e-mail address informiﬁg the applicant of the staff’s response to the
application and providing further guidance. If the application is not processed, the message

will state why.

For assistance with technical questions about electronic filing, call the Branch of Filer
Suppbrt at (202) 551-8900 or see the EDGAR Filer Manual Volume I, Section 2.6, Getting

Help with EDGAR.

You must complete all items in any parts that apply to yéix. If any item in any part does

not apply to you, please leave it blank.
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. | [ PART I - APPLICANT INFORMATION (to be completed by all applicants)

Provide the applicant’s name in English.

Please check one of the boxes to indicate whether you will be sending electronic submissions

as a filer, filing agent, or training agent. Mark only. one of these boxes per application. 1f you
are an individual, however, also mark the “Individual” box. |
» "Filer" - Any individual or entity on whose behalf aﬁ electrlonic filing is made.
» "Filing Agent" - A financial printer, law ﬁ.rm, or other party, which will be using
these access codes to send a filing or portion of a filing on behalf of a filer.
* “Training Agent" - Any individual or entity that will be sending only test filings
in conjunction with training other persons.
* “Transfer Agent” - Any individual or entity planning to régister as a Transfer
. Agent on whose behalf an electronic filing ié made.

* “Individual” — A natural person.

PART II - FILER INFORMATION (to be completed only by filers that are not
individuals)

The filer's tax or federal identification number is the number 1ssued by the Internal Revenue
Service. This section does not apply to individuals. Accordingly, do not enter a Social
Security number. If an investment company filer is organized as a series company, the
investment company may use the tax or federal identification number of any one of its
constituent series. Issuers that have applied'for but not yet received their tax or federal
identification number and forei gn issuers that do not have a tax or federal identification
number must include all zeroes. A “foreign issuer” is an entity so defined by the Securitieé

Act of 1933 (15 U.S.C. 77a et seq.) Rule 405 (17 CFR 230.405) and the Securities Exchange
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. Actof 1934 (15 U.S.C. 78a et seq.) Rule 3b-4(b) (17 CFR 240.3b-4(b)). Foreign issuers
should include their country of organization.
A foreign issuer filer must provide its “doing business as” name in the language of the name
under which it does business and must provide its foreign language name, if any, in the space
so marked.
If the filer’s fiscal year does not epd on .the same date each year (e.g., falls on the last

Saturday in December), the filer must enter the date the current fiscal year will end.

PART 11 - CONTACT INFORMATION (to_be completed by all applicants) ]
In this section, identify the individual who should receive the access codes and other
EDGAR-related information. Please include an e-mail address that will become your default
notification address for EDGAR filings; it will be stored in the Company Contact
. Information on the EDGAR Database. EDGAR will send all subsequent filing notifications
. automatically to that address. You can have one e-mail address in the EDGAR Company
Contact Information. For information on including additional e-mail addresses on a per

filing basis, refer to Volume 1, Section 3.2.2 of the EDGAR Filer Manual.

[ PART IV - ACCOUNT INFORMATION (to be completed by filers and filing agents only) ]

Identify in this section the individual who should receive account information and/or billing
invoices from us. We will use this information to process electronically fee payments and
billings. If the address changes, update it via the EDGAR filing Web site, or your account

statements may be returned to us as undeliverable.

APART V - SIGNATURE (to be completed b.y all applicants)
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. if the applicant is a corporation, partnership, trust of other entity, state the capacity 1n which
the representative individual, who mustube duly authorized, signs the Form on behalf of the

applicant.
If the applicant is an individual, the applicant must sign the Form.
If another person signs on behalf of the representative individual or the individual applicant,
confirm the authority of the other person to sign in writing in an electronic attachment to the
Form. The confirming statement need‘only indicate that the representative individual or
individual applicant authorizes and designates the named person or persons to file the Form

on behalf of the applicant and state the duration of the authorization.
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. APPENDIX B

OMB Approval

UNITED STATES OMB Number: 3235-
SECURITIES AND 0084
EXCHANGE COMMISSION [Expires: June 30,

Washington, D.C. 20549 2009
Estimated average

FORM TA-1 burden hours per
response ...... 2.00
UNIFORM FORM FOR REGISTRATION AS A TRANSFER AGENT AND FOR
AMENDMENT ‘

TO REGISTRATION PURSUANT TO SECTION 17A OF THE
SECURITIES EXCHANGE ACT OF 1934

Form TA-1 is to be used to register or amend registration as a transfer agent

with the Comptroller of the Currency, the Board of Governors of the Federal

Reserve System, the Federal Deposit Insurance Corporation or the Securities
GENERAL: and Exchange Commission pursuant to Section 17A of the Securities

Exchange Act of 1934.
. Read all instructions before completing this form. Please print or type all
responses.
Form Version: 1.0.0 MCheck to show blank form for printing
L |
I(a).Filer CIK: ___ 1(b).Filer CCC:

b e e

'I(C.)' Live/Test O Live O Test
Filing?
1(d). Return Copy [ Yes

1(e). Is this filing an amendment to a

previous filing?
1(e)i). File Number: 084- °
1(H(i). Contact Name:  1(H(ii). Contact Phone 1(f)(iii). Contact E-mail

. i . 'Number:  ~ Address: ...

1(g). Notification E-mail Address:
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“Number Standard (FINS)

p— Ly T

2. Appropriate regulatory agency (check one):

®  Securities and Exchange Commission

O Board of Governors of the Federal Reserve System

O  Federal Deposit Insurance Corporation

O  Comptroller of the Currency

3(a). Full Name of Registrant: . e

3(a)(i). Previous name, if being amended: [

3(b). Financial Industry

number:
3(c). Address of principal office where transfer agent activities are, or will be, .

- performed:

3(c)(i), Address 1

. Address2
aoa.cty T

3(0)iv). State or Country

(©v). Postal Code

§

3(d). Is mailing address different from response to Question Yes No

3(c)?
If "yes," provide address(es): © ©

3(d)(i). Address 1

i
i
i

dyiAddress 2

3)iv). State or Country
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| e
. 3(d)(v).Postal Code

H
H

3(e). Telephone Number
_..{Include Area Code)
g .‘

4. Does registrant conduct, or will it conduct, transfer agent Yes No
activities at any location other than that given in Question

3(c) above? ' O O
If "yes," provide address(es):

4(a)(i). Address #1
o

4(a)Gi). Address #2

| |

4(a)(iv). State or Country
| |

5. Does registrant act, or will it act, as a transfer agent solely  Yes No
for its own securities and/or securities of an.affiliate(s)? ' O O

6. Has registrant, as a named transfer agent, engaged, or Yes No
will it engage, a service company to perform any transfer o o
agent functions? _

If "yes," provide the name(s) and address(es) of all service companies engaged,
or that will be engaged, by the registrant to perform its transfer agent functions:
6(2). Name: |

0(9)). Address 1~
6(c)(ii). Address 2

® iy
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6(c)(iv). State or Country

6(c)(v). Postal Code

7. Has registrant been engaged, or will it be engaged, as a Yes No
service company by a named transfer agent to perform _

O O
transfer agent functions?

If "yves," provide the name(s) and File Number(s) of the named transfer agent(s)
for which the registrant has been engaged, or will be engaged, as a service
company to perform transfer agent functions:

i 1

E e cecemmeesirmee samien e e e e et e 1ottt e e i n | aiie a e o e s o e o et s e onis < St oot v s+t e
7(b)v F”e : _..,.....«,AE- ’. e e e .
Number: IS S O

7_(__9)_(5);_.‘A,dd_r_es_f?_.},,,,,

7(c)(u) “Address2 T

7(c)(m) cty

1

7(c)(w) _State or Country

i e e

7(c)(\) Postal Code S

Completion of Question § on this form is required by all independent, non-issuer registrants
whose appropriate regulatory authority is the Securities and Exchange Commission. Those
registrants who are not required to complete Question 8 should select "Not Applicable.”

O Corporation

O Partnership

O Sole Proprietorship
O Other Q

O  Not Appl:cabie

Section for Initial Registration and for Amendments Reporting Additional
Persons. (Corporation or Partnershipy

8(a)(i). Full Name

8(a)(ii). Relationship Start
Date

8(a)(iii). Title or Status

8. Is
registrant a:
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O NA -0 to 5%

O A-5%upto 10%
O B - 10% up to 25%
O C-25% up to 50%
O D - 50% up to 75%
O E-75% upto 100%

8(a)(iv). Ownership Code

8(a)(v). Control Person D S
8(a)(vi). Relationship End
Date j

Section for Initial Registration and for Amendments Reporting Additional
Persons. (Sole Proprietorship or Other)
8(a)(i). Full Name

8(a)(ii). Relationship Start

oo oy

1
H

i
1
T T T p—
{
|
1
l

Date i a5t o e s ' A mt 3 S R R e s v e At e e A i oS <o s % Byt NG sk o srn A
8(a)(iv). Description of ;
Authority e e i
8(2)(v). Relationship End Date;, 1

9. Does any person or entity not named in the answer to Question 8:

-9(a). directly or indirectly, through agreement or otherwise Yes No
exercise or have the power to exercise control over the o o
management or policies of applicant; or . . ..

9(,‘4).,(.") -Exact name of each person orentity .
: e e e e e e e 2~ e et e e o]
()(d)(u) Descrnptson of the Agreement or other ba5|s .

9(b). wholly or partially finance the business of applicant, directly Yes  No
or indirectly, in any manner other than by a public offering of
securities made pursuant to the Securities Act of 1933 or by credit

extended in the ordinary course of business by suppliers, banks © ©
andothers ? . . .. .. . . .. ...

9(b)(i). Exact h_am_e. of each person or entity e,
9(b)(ii). Description of the Agreement or other basis .

10. Applicant and Control Affiliate Disciplinary History:
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l@)(1)Giv). The Court or body taking the Action and its location

The following definitions apply for purposes of answering this Question 10

- An individual or firm that directly or indirectly controls, is
under common control with, or is controlled by applicant.
Included are any employees identified in 8(a), 8(b), 8(c) of
Control affiliate this form as exercising control. Excluded are any employees
who perform solely clerical, administrative support of similar
functions, or who, regardless of title, perform no executive
duties or have no senior policy making authority.
- Pertaining to securities, commodities, banking, insurance,
Investment or or real estate (including, but not limited to, acting as or

- investment being associated with a broker-dealer, investment company,

related investment adviser, futures sponsor, bank, or savings and
: loan association).
- Doing an act of aiding, abetting, counseling, commanding,
Involved inducing, conspiring with or failing reasonably to supervise
' another in doing an act.

10(a). In the past ten years has the applicant or a control affiliate been convicted
of or plead guilty or nolo contender ("no contest”) to: '

10(a)(1). a felony or misdemeanor involving: investments or an Yes No
investment-related business, fraud, false statements or omissions,

wrongful taking of property, or bribery, forgery, counterfeiting or O O
extortion? .. .......... '

10(a)(1)()). The individuals named in the Action . =

@M. Title of Action Action

10(a) (). Description of the Action

10(a)(1)(v). The disposition of the proceeding ...

N
10(a)(2). any other felony? . ... ......... e Ygs ‘\C‘)O

10)2)). The individuals named in the Action
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) - . 10(a)(2)(iii). Date of
‘ .1(.)(‘1?(2)(411). Title of Action o S Action

10(a)@)#). The Court or body taking the Action and its location
10G)@)(»): Description of the Action
19()(2)(v). The disposition of the proceeding”

10(b). Has any court in the past ten years: : 4
10¢b)(1). enjoined the applicant or a control affiliate in connection Yes No
with any investment-related activity? . ... O O

10b)(1)(D). The individuals named in the Action

10(b)(1)(ii). Title of Action 10b)(1)(iii). Date of

Action
i

10(b)(1)(i): The Court or body taking the Action and its location
10(b)(1)(v)- Description of the Action
10(b)(1)(vi). The disposition of the proceeding
10(b)2). found that the applicant or a control affiliate was involved Ve No
in a violation of investment-related statutes or regulations? . . ., . @) @)
10b)2)(0). The individuals named in the Action
10(b)2)(ii). Date of

(PO THe of Action Action

10(b)(2)(iv). The Court or body taking the Action and its location
10(h)2)(v). Description of the Action

10(b)2)(vi). The disposition of the proceeding

. 1,'()(5); Has the U.S.Sécurities and Exchange Commission or the Corhrhodity
Futures Trading Commission ever:
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10(c)(1). found the applicant or a control affiliate to have made a Yes No
false statement or OMISSION? . . v« . v o v oo O O

10(c)(1)(i). The individuals named in the Action

10(c)(1)(ii). Date of

Hien. Title of Acton ~ Action_

10()(1)G). The Court or body taking the Action and its location

10, Description of the Action
1o@1)sD. The disposition of the proceeding ... . .

J0i@). found the applicant or a control affiliate to have been  Yes  No
involved in a violation of its regulations or statutes? . ......... O O
10(c))(i)- The individuals named in the Action ...
e  10(e)2)iid). Date of
1E@: Title of Aton ~ Action

10©@)v). The Court or body taking the Action and its location
}o(,c')(_z')'(\é)! Description of the Action

ii0<é>"_<ﬂ2)<§ri>ff6é_'disbqs’iﬁion of the proceeding

fl(i(c)(3.)-. hfou-n“d'Hfhré'é'bp‘licantlor a -’Vcont'ro'l‘ 'aﬂ;il‘iate to ‘havé”béer{ a a Yes> No'

cause of an investment-related business having its authorization
to do business denied, suspended, revoked or restricted? . .. . ..

10(c)(3)(- The individuals named in the Action.

' 10(e)(3)iii). Date of
__Action

10(c)(3)(ii). Title of Action
10)3)Gv). The Court or body taking the Action and its location
_10(&)(‘3)(\{). De‘scri'ptioh of the Action

'10(c)(3)(vi). Th’e'disp'o"sition of the proceeding

60




lbt)r(c)(4). enter'ed"ahw(')'rd-éf denymg, squending or revokin'g'th'e’ | | Yes “ No
applicant's or a control affiliate's registration or otherwise

disciplined it by restricting its activities? . . . ... ... ... .. ..... © O
10(e)@)(i). The individuals named in the Action
T  10(e)@)(iif). Date of
10(QGD. Title of Action Action

10(e)a)(iv). The Court or body taking the Action and its focation
10(@)(v). Deseription of the Action T
10©@)(vi). The disposition of the proceeding e

10(d). Has any other Federal regulatory agency or any state regulatory agency:
10(d)(1). ever found the applicant or a control affiliate to have made Yes No
a false statement or omission or to have been dishonest, unfair, or

UNELhICAI? © e e e o O

10(d)(1)(i). The individuals named in the Action

[
b

R
1@ 6. Title of Action CAction
10(d)(1)(iv). The Court or body taking the Action and its location
H

10(@)(1)(v). Description of the Action
10(@)(1)(vi). The disposition of the proceeding
>10(d)(2). ever"fwoun-d theapphcant >c‘>rva contrbi a'ffiliate to hé\‘/vé been Yes “ No

involved in a violation of investment-related regulations or
StAtULesS? & . L - © ©

10(d)(2)()). The individuals named in the Action

10(d)(2)Gii). Date of

10(d)(2)(ii). Tct!e Of’ Actfonﬁ Action

1()(d)(2)(iv). The Court or b.da‘y:“ta'k»ivngv the Action and its location
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3
]()(d)(z)(v)v.' Description of the Action

10(d)(2)(vi). The disposition of the proceeding
10(d)(3). ever found the applicant or a control affiliate to have been Yes No

a cause of an investment-related business having its authorization o

10(d)(3)Gi). The individuals named in the Action

{
10(d)(3)(iii). Date of
~Action

rRs—

10(d)(3)(ii). Title of Action

Dd)3)(iv). The Court or body taking the Action and its Jocation

ET Y e T

10()(3)(v). Description of the Action

t

10@@)(vi). The disposition of the proceeding

10(d)(@). in the past ten years entered an order against the Yes  No
applicant or a control affiliate in connection with investment-
refated activity? . . . . . ... S O O

10(d)(@)(0). The individuals named in the Action

e  10(d)d)ii). Date of

10(d)(4)(iv). The Court or body taking the Action and its focation

10(d)(4)(v)- Description of the Action
10(@)@)vi), The disposition of the proceeding

10(d)(5). ever denied, suspended, or revoked the applicant's or a Yes No
control affiliate's registration or license, or prevented it from

associating with an investment-related business, or otherwise O O
disciplined it by restricting its activities? . . . .. .. ... ... ... ...

m e e e . - e e e e e s -y

10(d)(5)(i). The individuals named in the Action
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10(d)(5)(iii). Date of
» A;t_%on,

10¢d)(3)(ii). Title of Action

10(d)(S)(iv). The Court or body taking the Action and its location
10(d)(5)(v). Description of the Action o
10(d)(5)(vi). The disposition of the proceeding

16(d)(6). ever revoked or suspended the applicant's or a control  Yes  No
affiliate’s license as an attorney or accountant? . ........... .. O O

10@) (@@ The individuals named in the Action
Lod)o)i- Title of Action ~ Action |
10(d)(6)(v). The Court or body taking the Action and its location
‘ﬂxqﬂéx&iiﬁéscﬁbﬁanOfthé:A¢ﬁ§h oo
10(d)(6)(vi). The disposition of the proceeding

1..0@: Has aﬁy self?‘reg'ulatbry or'géh'i'z'a‘tioh' or commodltles eXch'éh"gé éVéE: |
10(e)(1). found the applicant or a control affiliate to have made a Yes No
O O

10(e)(1)(0)- The individuals named in the Action

0@ ii). Date of
_ Action

10¢e)(1)(ii). Title of Action
10(e)(1)iw). The Court or body taking the Action and its location

(@)1, Description of the Action .

{0{e)(1)(vh- The disposition of the proceeding

1()(ej(2). found the applicant or a control affiliéte to Héve b}eén Yeé No
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‘ 10(e)(2)(0)- The individuals named in the Action
AP " | 10(e)(2)(ii). Date of
M@ @) Title of ACHOn  Action

L0(@(2)(iv). The Court or body taking the Action and itslocation ..

10(0)2)(s). Description of the Action "
10(9@)(vi). The disposition of the proceeding e e
10(e)3). found the applicant or a Control affiliate to have been )
the cause of an investment-related business fosing its
authorization to do DUSINESS? « o v v e e v e e m s O ©

10(e)3)(. The individuals named in the Action L ey

e o  10(e)(3)(ii). Date of
@@ Title of Action Ao

@ 11 e Coun o by takng the Action and s ocaten
3. Description o the Action o

10(e)(3)(Vi)- The disposition of the proceeding .

- control affiliate by expelling  Yes No
by barring or suspending its
otherwise restricting its O O

10(e)). disciplined the applicant or
or suspending it from membership,
association with other members, or by

10(e)(d)(i). The individuals named in the Action
| i 10(e)(d)(ii). Date of
Logexay. Title of Action Acton

10(e)(#)(iv). The Court or body taking the Action and its location S

‘10(e)(4)(v)_. Dé(script'i'ohn' of the Actviovni |
‘ 10(e)(4)(vi). The dispdsition of the proceeding |
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10(f). Has any foreign government, court, regulatory agency, or Yes No
exchange ever entered an order against the applicant or a control
affiliate related to investments or fraud? . . . ... .. ... o O

10(D(1)()- The individuals named in the Action

o 10(f)(1)(i). Date of
DM, Title oF Acon Action |

e TP IU DIPTSR PSR RS e |

100 (1)) The Court or body taking the Action and its location

10(f)(1)(v). Description of the Action ‘ oo
4. i em i ae e e e e
10(H(1)(vi). The disposition of the proceeding

10(e). Ts the applicant or a control affiliate now the subject of any - Yes No
proceeding that could resuit in a yes answer to questions 10(a) -

10(f)? © 0
10(z)(1)(). The individuals named in the Action ... ..

T

e e
0. Title of Action—_ Action_

10()(1)v). The Court or body taking the Action and its location

10(@)(1(). Description of the Action

10@(1)oi). The disposition of the Proceeding

1o, Has a bonding company denied, paid out on, or revoked a  Yes  No

bond for the applicant or a control affiliate? . ... ............ O O
‘ 10(h)(1)(i). The individuals named in the Action
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o . Lo(w)(1)Gii). Date of
19(’1“1)-(1‘)(11”). Title of Action Action
10(h)(1)(iv). The Court or body taking the Action and its location
10(h)(1)(v). Description of the Action

i

10(h)(1)(v). The disposition of the Proceeding

¢

10(i). Does the applicant or a control affiliate have any unsatisfied  Yes  No
judgments or liens against it? . .. ... ... oo oo O O
10()(1)(). The individuals named in the Action
10 (1)(i). Title of Action

r
i

'l”('}'(i)'(l)'('ii’i). Date of .
.. Action

10G)(1)(iv). The Court or body taking the Action and its location.
10()(1)(v). Description of the Action.
g }

1061 The disposition of the proceeding . .

ATTENTION: INTENTIONAL MISSTATEMENTS OR OMISSIONS OF FACT
CONSTITUTE FEDERAL CRIMINAL VIOLATIONS. See 18 U.S.C. 1001 and
15 U.S.C. 78ff(a)

SIGNATURE: The registrant submitting this form, and as required, the SEC
_ supplement and Schedules A-D,
And the executing official hereby represent that all the information contained
herein is true, correct and complete.

1l(a). Signature of Official responsible for Form: [11(b). Telephone Number:

11(d).Date Signed
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12(b). Type of
Attachment:

12(c). Type of
Attachment
Additional
Description:

Descri