NOTICE TO MEMBERS: 77-24
Notices to Members should be
retained for future reference.

NASD

NATIONAL ASSOCIATION OF SECURITIES DEALERS, INC.

1735 K STREET NORTHWEST +« WASHINGTON D.C. 20006

July 21, 1977

TO: All NASD Members

RE: Quarterly Check List of Notices to Members
(Second Quarter, 1977)

Topically indexed below are the Notices to Members which were issued
during the second quarter of 1977.

The "Reference'" column on the right gives the numbers of Notices to
Members which were issued on the corresponding topic during the first quarter
of 1977.

Serial No. and

Topic Summary Description Date Reference
Check List of Notices  77-11 Quarterly Check List 4/8/77 77-1
(First Quarter, 1977)
Intrastate Offerings 77-15 Requirement of NASD 4/26/77
Review
Members' Securities 77-13 Proposed Amendments, 4/20/77
Schedule E, Article IV, By-
Laws
MSRB Rules 77-16 Individual Fee for 6/3/77
Brokers and Dealers
77-17 Professional Qualifi- 6/3/77
cation
Net Capital Rule, 77-18 Interpretations and 6/3/77
Uniform Amendments to Rules 15c¢3-1
and 15¢3-3
Options 77-14 Qualification of ROPS 4/22/77 77-7
77-19 Margin Requirements 6/3/77 77-5
Principals, Qualifi- 77-23 Requirement to Pre- 6/27/77

cation of Qualify as Representatives



Quarterly Check List of Notices to Members

Daoaca 2
ragcv <«

Receivers § Trustees,
Appointments of

Stabilizing Bids on
NASDAQ

Telephone Numbers

77-20 Francis Eugene Mooney,
Jr.

77-22 1.E.S. Management
Group

77-12 Amendment to Schedule
D, Article XVI, By-Laws

77-21 New New York Numbers
for NASDAQ and Uniform
Practice Department

6/3/77

6/17/77

4/8/77

6/17/77



NASD

NATIONAL ASSOCIATION OF SECURITIES DEALERS, INC.

1735 K STREET NORTHWEST + WASHINGTON D.C. 20006

July 21, 1977

Dear NASD Executive Representative:

On behalf of the Board of Directors of NASDAQ, Inc. and
the Board of Governors of the NASD, we are pleased to announce
that both Boards have authorized the rebate of $1,000,000 in
NASDAQ revenues to subscribers to NASDAQ Level 1, 2 and 3 services.
The $1,000,000 will be rebated to subscribers according to
their NASDAQ billings for fiscal year 1977.

Subsequent to September 30, 1977, the rebate, which
represents approximately 8% of NASDAQ billings, will be dis-
bursed by check to entitled subscribers with account balances
not older than 90 days and a credit will be appliied to entitlied
subscribers with account balances older than 90 days.

As you know, one of the primary purposes of NASD
acquisition of the NASDAQ System from Bunker Ramo in February
1976 was to be able to reduce the cost of NASDAQ services to
subscribers. This rebate is a first result.

2
2 <2

//

Eugene Arnold, Jr. /Z Gordon S. Macklin
Chairman President




"'\:03."

//f
NOTICE TO MEMBERS: 77—25/
Notices to Members should be
retained for future reference.

NASD

NATIONAL ASSOCIATION OF SECURITIES DEALERS, INC.

1735 K STREET NORTHWEST + WASHINGTON D.C. 20006

August 24, 1977

IMPORTANT NOTICE

LOST SECURITIES

The following notice of missing securities has been issued
by the Department of the Treasury:

A shipment of 230 pieces of unissued stock of registered
6 1/4 percent Treasury Notes, Series $S-1979, CUSIP No. 912827 GV 8,
dated August 1, 1977, was lost in transit between the Bureau of the
Public Debt and the Federal Reserve Bank of New York,

No registered notes of Series S-1979 had been issued at
the time of the loss. To distinguish between the missing notes and
those being validly issued, and to help prevent the inadvertent accep-
tance of the missing securities, the remaining stock of registered
notes of the above issue has been overprinted with a pattern of stars,
outlined in red ink, as follows:

15 small stars have been placed in the
inscription area in three horizontal rows
of five stars each. They begin one inch
in from the frame of the portrait and one-
half inch below the words "For value
received promises to pay to.'" The stars
are one-half inch apart both horizontally
and vertically, Three larger stars have
been placed in the area between the se-
curity serial number and the loan title.

The beginning serial numbers of the validly issued regis-
tered notes of Series S5-1979 are as follows:



DENOMINATION SERIAL NUMBER
$ 5, 000 1, 001
10, 000 1, 001
100, 000 101
1, 000, 000 51

Financial institutions should examine registered Series
S-1979 notes presented for transfer or as collateral to determine
that they contain the special overprint and have serial numbers that
are not lower than those shown above for the denominations involved.

If any questionable notes are received, the nearest office
of the U. S. Secret Service should be notified immediately.

Sincerely,

=2 J\ Mo

Frank J.YWi
Senior Vice President

.
R egulatory Policy and

General Counsel



NOTICE TO MEMBERS: 77-26 /
Notices to Members should be 5
retained for future reference, &~

NASD

NATIONAL ASSOCIATION OF SECURITIES DEALERS, INC.

1735 K STREET NORTHWEST + WASHINGTON D.C. 20006

August 24, 1977

IMPORTANT

TO: NASD Members
Attention: All Operations Personnel

RE: SEC Rule 17f-1; Loost and Stolen Securities Program

Introduction

On December 10, 1976, the Securities and Exchange Com-
mission adopted Rule 17f-1 under Section 17(f) of the Securitics Exchange

Act of 1934. The new rule establishes reporting and inquiry require-
ments with respect to missing, lost, stolen and counterfeit securities.

The purpose of the rule is to establish a program for the
validation of securities in the custody or control of broker-dealers and
other financial institutions. The provisions of Rule 17f-1 will require,
among other things, all such entities to determine whether certain se-
curities coming into their possession are counterfeit or have been
reported as missing, lost or stolen. The details concerning the imple-
mentation of the Commission's Lost and Stolen Securities Program
and the provisions of the rule were announced in SEC Release No. 34-
13832 which was published in the Federal Register on August 12, 1977,

Reporting and recordkeeping requirements of the rule will
become effective on October 3, 1977. Inquiry requirements and certain
other provisions will become effective on January 2, 1978. In addition,
the Lost and Stolen Securities Program will be implemented on a pilot
basis until December 31, 1978, to permit the SEC to monitor the effec-
tiveness of Rule 17f-1 and the various systems designed to carry out
its provisions. The purpose of this notice is to explain some of the
important aspects of the Commission's program and the steps members
should take to ensure compliance with the provisions of SEC Rule 17f-1.
Enclosed with this notice is a reprint of SEC Release No. 34-13832,



dated August 5, 1977, consisting of various appendices which, together,
describe more fully the procedures for the implementation of the Lost
and Stolen Securities Program, billing arrangements and fees, and the
procedures for the submission of registration and reporting forms by
participants in the program.

Reporting and Inquiry Requirements - General Procedures

Brokers, dealers, municipal securities dealers and other
financial institutions are, for purposes of Rule 17f-1, ''reporting in-
stitutions' and required to make reports and inquiries with respect to
missing, lost, stolen and counterfeit securities within specified time
periods. Under SEC Rule 17f{-1, a broad range of financial institutions
involved in securities transactions or handling securities are required
to file reports of securities which are missing, lost or stolen from
their possession or control and with respect to the discovery of counter-
feit securities which may come into their possession. In addition,
all such entities must make an inquiry as to whether securities which
come into their possession or control have been previously reported as
missing, lost, stolen or counterfeit.

The operating procedures of the Commission's Lost and Stolen
Securities Program require all reporting institutions to file reports
and inquiries with one of two "appropriate instrumentalities." In the i
case of United States Government and Agency securities, any Federal
Reserve Bank of the Federal Reserve System is an appropriate instru-
mentality. For all other types of securities, the SEC is the appropriate
instrumentality.

Reports of missing, lost, stolen or counterfeit Government
or Agency securities should be made in writing on SEC Form X-17F-
1A (see Appendix II of the enclosed release) and addressed to a Federal
Reserve Bank nearest to the reporting institution. Inquiries may be
made by telephone to the same bank., The details of the Federal Re-
serve System's procedures for reports and inquiries, as well as the
addresses and telephone numbers of all FFederal Reserve Banks, are
included with the attached release in Appendix IIL.

The SEC has designated the Securities Information Center,
Inc., (the "Designee''), to operate the Lost and Stolen Securities Program
on its behalf and to receive reports and inquiries from reporting insti-
tutions in connection with other than Government and Agency securities.
All such reports must be made on recently adopted SEC Form X-17F-
1A and signed by an authorized individual of the reporting institution
whose signature is on file with the Designee. Reports for which the
Commission is the appropriate instrumentality should be mailed to the



Securities Information Center, Inc., P. O. Box 421, Wellesley Hills,
Massachusetts 02181. Provision is made in the program for prelim-
inary reports to be submitted by telephone or telex but they must be
followed by a written report on Form X-17F-1A and mailed to the
above address.

All reporting institutions are required to register as such
with the Designee. However, for the purpose of facilitating inquiries
into the Designee's system (the "System''), a reporting institution must
also register with the Designee as either a Direct Inquirer or as an
Indirect Inquirer. Direct Inquirers, as the name implies, will be
capable of making direct inquiries and will be assigned an appropriate
Access Code to insure entry into the System. A Direct Inquirer will
also be able to access the System from various stations within its or-
ganization each of which will have its own Access Code. Such stations

An s
1Ay

-“-

should be designated and registered as either Primary or
Access Stations.

n

A Primary Access Station is one which is capable of making
reports and inquiries into the System and receiving confirmations
directly from the Designee. Every reporting institution which is a
Direct Inquirer must designate and register at least one station as a
Primary Access Station. Secondary Access Stations will be capable
of making inquiries into the System but written confirmations of such
will be sent by the Designee to the Primary Access Station with which
it is associated. In this regard, a secondary station may only be asso-
ciated with one primary station.

An Indirect Inquirer is a reporting institution which has made
arrangements with a Direct Inquirer who will make inquiries on its
behalf. In such cases, confirmations of any such inquiries will be sent
to the Direct Inquirer. Only Direct Inquirers will have direct access
to the System for the purpose of making inquiries to determine whether
securities have been previously reported as missing, lost, stolen or
counterfeit.

Attached to the enclosed release as Appendix V is a Regis-
tration Form which all brokers, dealers, municipal securities dealers
and other reporting institutions must complete as an initial requirement
under the Commission's Lost and Stolen Securities Program., This form
must be completed and submitted to the Designee no later than Septem-
ber 23, 1977, with an indication of whether the reporting institution will
be either a Direct Inquirer or an Indirect Inquirer of the System. For
all firms which register as a Direct Inquirer, the Designee will send
further information on how to access the System, appropriate Access
Codes and forms with which to register the signatures of additional
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authorized personnel with respect to the filing of reports on Form
X-17F-1A. It is important to note that failure to timely submit a com-
pleted Registration Form and to remit applicable fees when billed will
prevent access to the System by a given reporting institution and may
cause any such firm to be in violation of SEC Rule 17f-1.

Schedule of Charges

The Commission has approved a schedule of fees to be
charged all reporting institutions that register as Direct Inquirers.
They are as follows:

1. an annual registration fee for each Primary
and Secondary Access Station;

o

a one-time System development fee; and,

3. usage fees to cover the costs of verification
of authorized System access, matching of
reports and inquiries, notification of matches
and confirmation of inquiries.

1e and an exnl
1S and an ¢ i

etai n exp
fully described in Appendix IV of the enclosed release, Additional

information, including procedural instructions and telephone numbers
and telex numbers will be mailed to Direct Inquirers after registration

forms have been received and processed,

Effective Dates

The recordkeeping and reporting requirements of the rule
will become effective on October 3, 1977. At that time, reporting in-
stitutions will be responsible for submitting reports with respect to all
situations involving missing, lost, stolen or counterfeit securities.
Copies of reports must also be sent to a registered transfer agent for
the security involved. In cases where there is substantial belief that
criminal activity is involved, an additional report is required to be
sent to an appropriate law enforcement agency. All such reports must
be made on Form X-17F-1A and signed by an authorized individual
whose signature has been filed with the Designee. The Designee will
send each reporting institution a written Report Confirmation on a weekly
basis.

The inquiry requirements of Rule 17f-1 will become effective
on January 2, 1978. At that time, all reporting institutions will be
required to inquire of the System to determine if certain securities



which come into their possession or control have been previously reported
in the System as missing, lost, stolen or counterfeit.

Pilot Program

In order to monitor the effectiveness of the Lost and Stolen
Securities Program and to gain experience in connection with user
requirements, the System will be operated on a pilot basis for the period
from October 3, 1977, to December 31, 1978. During the pilot program,
certain reports and inquiries will not have to be made which would other-
wise be required under the program. The exceptions to reporting and
inquiry requirements for purposes of the pilot program are as follows:

[
»

Corporate and municipal securities not
assigned CUSIP numbers will be exempt
from required reporting and inquiry. A
certificate will not be exempt merely be-
cause it does not have a CUSIP number on
it. In order to be exempt, the issue of
which the certificate is a part must not
have been assigned a CUSIP number;

tions involving securities of less
, 000 face value in the case of bonds

S d 1T 000 < - 3 ]
and $10, 000 market value in the case of

o0

stocks will be exempt from inquiry only.
All losses, including those of less than
$10, 000, must be reported; and,

3. Registered transfer agents are exempt from
inquiry during the pilot program.

The Commission intends to monitor the appropriateness of
the above exceptions in order to determine whether, in light of com-
ments received and experience gained, they should be retained per-
manently. Unless extended, the exemptions will expire on December
31, 1978.

Members are advised to carefully study and review the
enclosed release which details all of the registration and operating pro-
cedures under the Commission's Lost and Stolen Securities Program.
The requirements of this program are not intended to be a substitute
for other steps which members should ordinarily take to prevent losses
which might result from processing securities which are stolen or
counterfeit. In this regard, members should review the adequacy of
their in-house procedures and make adjustments where necessary to



insure that all employees responsible for handling marketable securities
are familiar with the requirements of SEC Rule 17f-1. Members may
find it helpful to circulate this notice for the benefit of all such indi-

viduals.

If further information is needed or should you have any
questions with respect to this matter, please contact Jack Rosenfield,
Assistant Director, Department of Regulatory Policy and Procedures,
(202) 833-4828, at the Association's Executive Office, 1735 K Street,
N. W., Washington, D. C. 20006.

Gofdon S. IVIaCKIL
,}{esiden’c

Enclosure
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Title 17—Commaodity and Securities
- Exchanges

CHAPTER 1i—SECURITIES AND

EXCHANGE COMMISSION .
[Release No. 34-13832]

PART 241—INTERPRETATIVE RELEASES
RELATING TO THE SECURITIES EX-
CHANGE ACT OF 1934 AND GENERAL
{\;ll\l‘LES AND REGULATIONS THERE-

DER

Lost and Stolen Securities

AGENCY: Securities and Exchange
Commission.

ACTION: Implementation of program
for reporting and inquiry with respect to
missing, lost, counterfelt or stolen se-
curities.

SUMMARY: Thig action provides notifi-
cation of the implementation of the Lost
and Stolen Securities Program, sets forth
the procedures for making reports and
inquiries with respect to missing, lost,
stolen or counterfeit securities, and dis-
seminates a Registration Form which
must be completed by all reporting insti-
tutions before access to the data base
maintained by the Commission’s desig-
nee is authorized. This release is in-
tended to aid reporting institutions in
complying with the Commission’s regu-
lations promulgated in an effort to re-
duce securities thefts and traffic in spu-

. . Mhate oatinm aloa wonizhe
leun DU\/MLIV-IUD A ALID alblllull ‘IVABU 1byuu

lishes § 240.17f-1 and reporting Form X-
1'7F—1A in their final, amended versions

tammscmners b vvmmvet T n asnte saed

and is IETESSary VWO PIroVIGE repor uns in-
stitutions with all substantive require-
ments of the Lost and Stolen Securities

.l']. Usl alil 111 a au.\slc uwuxxxcxw

EFFECTIVE DATES: Reporting and
record keeping requirements: October
3, 1977. Inquiry requirements- and re-
maining provisions: January 2, 1978.
FOR FURTHER INFORMATION CON~-
TACT:
Gregory C. Yadley, Division of Market
Regulation, Securities and Exchange
Commission, Washington D.C. 20549,
202-155-7826.

SUPPLEMENTARY INFORMATION:
In order to avoid duplication and to im-
plement the Lost and Stolen Securities

Program in a more efficient manner, the
Securities and Exchange Commission
has amended § 240.17f-1 to require that
copies of reports of missing, lost, stolen
or counterfeit securities be filed with a
registered transfer agent for the issue.
This release provides notification of this
action and also sets forth the procedures
for implementation of the Lost and
Stolen Securities Program, including in-
formation regarding access to the data
bases maintained by the Commission’s
designee and the Federal Reserve Banks,
billing arrangements, and submission of
registration forms. The release repub-
lishes § 240-17f-1 and Reporting Form
X-17F-1A in their final, amended ver-
sions.

RULES AND REGULATIONS

BACKGROUND

The problems relating to missing, lost,
counterfeit or stolen securities have been
described by the Commission *' and were
the subject of a series of Congressional
hearings.” The recommendation for a
system for the receipt of reports and in-
quiries concerning missing, lost, stolen
or counterfeit securities has been sup-
ported widely. Section 17(f) of the Act
established the legislative framework for
such a system by providing that. every
national securities exchange, member
thereof, registered securities association,
broker, dealer, municipal securities
dealer, registered transfer agent, regis-
tered clearing agency and participant
therein, member of the Federal Reserve
System and bank whose deposits are in-
sured by the Federal Deposit Insurance
Corporation shall report and inquire with
respect to missing, lost, counterfeit or
stolen securities in accordance with rules
promulgated by the Commission.

On December 6, 1976, the Comunission
adopted § 240.17f-1, establishing report-
ing and inquiry requirements with re-
spect to missing, lost, stolen or counter-
feit securities.? Certain technical amend-
ments to the section were made on Feb-
ruary 18, 19717,' and further amendments
regarding the role of transfer agents in
the Lost and Stolen Securities Program
were proposed.®

IMPLEMENTATION OF THE PROGRAM AND Ap-
PROPRIATE INSTRUMENTALITIES

order o implement $ 1

xu ViUl W LHPICIICIILY 3 2'20 17f 4 in
the most efficient manner, the Commis-
sion determined that it would be appro-
priate to institute a pilot program to
monitor the effectiveness of the section
and the system designed to carry out its
provisions. Accordingly, the Lost and
Stolen Securities Program will be imple-
mented on a pilot basis until December
31, 1978. In accordance with the inquiry
and reporting requirements of para-
graphs (b) and (c) of §240.17f-1, any
Federal Reserve Bank or Branch is an
appropriate instrumentality with respect
to United States Government or Agency
securities. A description of the general
operating procedures of the Federal Re-
serve Banks is attached as Appendix III.

Section 17(f) (1) (A) of the Act states
that reports and inquiries shall be made
to the Commission or “other person des-

ignated by the Commission.” The Com-

1 8tudy of Unsafe and Unsound Practices
of Brokers and Dealers, Report and Recom-
mendations of the Securities and Exchange
Commission (pursuant to Section 11(h) of
the Securities Investor Protection Act of
1970), December 1970.

20Organized Crime—Stolen  Securities,
Hearings Before the Permanent Subcommit-
tee on Investigations, Senate Committee on
Government Onperations, 92nd Cong., 1st
Sess. (1971); 93rd Cong., 1lst Sess. (1973);
93rd Cong., 2d Sess. (1974).

3 Securities Exchange Act Release No.
13053, 41 FR 54923 (December 16, 1976).

4 Securities Exchange Act Release No.
13280, 42 FR 11829 (March 1, 1977).

5 Securities Exchange Act Release No,
13281, 42 FR 11844 (March 1, 1977).
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mission determined that a manual, com-
puter-assisted system would best achieve
the purposes of the pilot program and
that the goals of the “Act would best be
fulfilled@ by the designation of a private
entity to perform certain functions
under the Commission’s direction. Ac-
cordingly, the Commission published
“Criteria for a Lost and Stolen Securi-
ties Reporting and Inquiry System” and
solicited submissions of proposed systems
from entities interested in serving as the
Commission’s designee during the pilot
program. The plans which were received
were analyzed, and the Securities Infor-
mation Center, Inc. (“SIC” or the “Com-
mission’s designee”), a- subsidiary of
ITEL AutEx, Inc. was designated to re-
ceive reports and respond to inquiries on
behalf of the Commission.® All reports

and inairics woagived ta ha mada with
anqa Imquirics IrejquircG o of Inaqc wiul

the Commission, therefore, shall be'made
with SIC. A description of SIC’s general
operating procedures is attached as Ap-
pendix IV.

On February 13, 1977 the Commis-
RNIVIZ auupulcu rrulin D=L iL—1n, L2000,
Missing, Stolen, Counterfeit Securities
Report,” (17 CFR 249.1200) which, pur-
suant to paragraph (b) (6) of § 240.17f-1,
shall be used for all reports. Where re-
ports are made by telephone, telex or
other means, a hardcopy confirmation of
the report must still be filed with the ap-
propriate instrumentality within the
time periods speciiied in. paragraph (o)
“of this section. Certain technical modi-
fications to Form X-17F-1A and the ac-
companying instructions have been
made, and the Form is attached as Ap-
pendix II.

SECTION 240.17f—1 8

(a) Definitions. Paragraph (a) defines
the terms “reporting institution” and
‘“‘appropriate instrumentality.”

(b} Reporting requirements. Para-
graph (b) requires financial institutions
and others to report missing, lost, coun-
terfeit or stolen securities within spec-
ified time periods. Reports with respect
to U.S. Government or Agency securities
or securities of certain international or-
ganizations are to be made to the near-
est Federal Reserve Bank or Branch; re-
ports with respect to all other securities
are to be made to the Commission’s
designee. Copies of all reports must be
sent to a registered transfer agent for
the issue involved.” Where there is a

sIn Securities Exchange Act Release No,
13538, 42 FR 26495 (May 24, 1977), AutEx,
Inc. was named as the designee. Subse-
quently, as a consequence of the acquisition
of AutEx by ITEL Corporation, SIC was cre-
ated as a wholly-owned subsidiary of ITEL
AutEx, Inc.

7 Securities Exchange Act Release No.
13280, 42 FR 11829 (March 1, 1977).

* Section 240.17f-1 is attached as Appendix

# Where more than one registered transfer
agent performs transfer agent functions for
the issue, notification to any of them will
satisfy the requirements of this section. It is
expected that where there are co-transfer
agents, internal procedures will be estab-
Iished to ensure prompt notification of losses
to all co-transfer agents.

12, 1977

e



substantial belief that criminal activity
is -involved, an additional reéport must
be made to the appropriate law enforce-
ment agency.””

Unissued certificates which are lost or
stolen are also required to be reported,
and appropriate instructions are pro-
vided for such reports in the Instructions
to Form X-17F-1A. Coupons, however,
are not required to be reported. A re-
port is also réquired if a security pre-
viously reported mlssmg, lost or stolen is
recovered.

The information required to be re-
ported is set forth in paragraph (b) (5)
of this section ** and shall be provided on
Form X-17F-1A. A copy of Form X-17F-
1A is annexed to this release as Appendix
II, and additional copies of the Form are
ava,ﬂable from the Publication Office of

P S o -
the Commission or the Commission’s Re-

gional Offices. The form may be repro-
duced in any manner by entities subject
to the section so long as the graphics and
format of the Form are not altered and
l/2” x 11’ paper is used In order to
avoid u'lii.‘uicauiﬁu, the \,uuu.ummuu. en=
courages transfer agents to utilize Forny
X-17F-1A as their stop transfer forms.
This section requires reporting institu-
tions to report: (1) Those securities
missing, lost, or stolen from their posses-
sion or control and (2) those securities
which are missing, lost or stolen from
the possession or control of a person
which is not a reporting institution and
which securities have not been reported
by another reporting institution. For ex-
ample, if securities are missing from the
control of a broker, the broker would be

10 The following general guidelines may be
useful in deciding which law enfbrcement
agencles to notify in certain instances:

(1) Local Police Department—All cases in-
volving thefts or mysterious disappearances
of securities or discoveries of securities re-
ported stolen.

(2) Federal Bureau of Investigation—All
cases involving securities thefts of $5,000 or
over, &ll thefts from banks, all thefts of Gov-
ernment securities, all counterfeits of non-

Government securities, all counterfeits pre-

sented as collateral for a bank loan, all stolen
or counterfeit securities involved in inter-
state commerce, and all counterfeit securi-
ties used in a violation of a Federal law.

(3) U.S. Secret Service—All cases involving
counterfeits of securities which are direct
obligations of the United States Government
or are issued with Government backing. The
Secret Service reportedly has a general in-
terest in all counterfeit activity.

These are general guidelines. Good faith de-
termination and notification to any of the
above agencits shall be deemed compliance
with paragraph (b) (1) of § 240.17f-1,

1 One item of information required is the
reporting institution’s FINS number. FINS
(“Financial Industry Number Standard”)
numbers are compiled in the 1976 FINS Di-
rectory (First Edition), published by the De-
pository Trust Company. If an institution is
uncertain as to whether it has a FINS num-
ber, it should consult this Directory, its self-
regulatory organization or its trade associa-
tion. If an institution has not been assigned
a FINS number, a number may be obtained
at no cost by writing the Depository Trust
Company. Attention: FINS Publication, 55
Water Street, New York, New York 10041.
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RULES AND REGULATIONS

required to report. The transfer agent
who receives a copy of Form X-17F-1A
concerning such securities would not be
required to report. In contrast, where a
loss of securities is reported to the trans-
fer agent by a non-reporting entity such
as an individual, the transfer agent
would be required to make a report when
it receives the information.

Unless the Commission announces to
the contrary, transfer agents will not be
required to report stops received prior
to October 3, 1977. However, the Com-
mission may obtain and include in the
data base such information obtained
from insurance companies and law en-
forcement sources. For the purpose of
paragraph (b)(2) - only, but nhot para=
graphs (b) (2) (i)-(ii), the time periods
for reporting begin to run when, on the
basis of all relevant circumstances, the
reporting institution believes a certifi-
cate to be lost or missing as opposed
to a belief that the certificate is merely
misplaced or misfiled by the institution.
Reporting institutions should diligently
follow up on indications of nnn-receipt
submitted by receiving institutions »:: or-
der to determine their responsibilities
under this section.

counterfeit securities,* mcludmg al-
tered or forged securities, are required to
be reported to the appropri'ate law en-
forcement agency as well as to the ap-
propriate instrumentalities. Reports of
recoveries of lost, missing, or stolen se-
curities are required to be made to the
appropriate instrumentality and to a
rpu;stgred transfer agent for the issue,
Where stolen securities were reported to
a law enforcement agency, a report of

recovery is required to he made to such

agency. Recovery may only be reported
by the institution which reported the
security as missing, lost or stolen. How-
ever, report of recovery may be made by
a successor institution, trusteg or the re-
covering institution where' the report-
ing institution no longer exists. For cer-
tain exemptions applicable until Decem-
ber 31, 1978, see the section below en-
titled “Pilot Program.”

(¢) Inquiry requirements. Paragraph
(¢) of Section 240.17f-1 requires finan-
cial institutions to determine whether
securities coming into- their possession
or keeping under certain circumstances
have been reported as missing, lost,
counterfeit or stolen. Inquiry with the
appropriate instrumentality is required
whenever securities are received, whether
by pledge, transfer or in some other
manner, unless they are received (1)
from the issuer on original issue, (2)
from another reporting institution, or
(3) from a customer and are registered
in the name of such customer or its
nominee. Coupons are not required to be
the subject of inquiry.

Under the section, inquiry would be
required of a reporting institution when-
ever a non-reporting institution such as
an individual submits securities in bear-
er form, street name or registered to a
third person. All securities delivered to
a reporting institution by the issuer or
another reporting institution are ex-

156-—FRIDAY, AUGUST

41023

empt from inquiry regardless of the form
of registration.”

The. inquiry requirements as set forth
in the section must be followed even
though a reporting institution may de-
termine through other means that the
security is not lost or stolen. For ex-
ample, if a bank takes a bearer secu-
‘rity from a customer as. collateral for a
loan and the bank sends the securlty to
the transfer agent for transfer to the
bank’s name or the customer’s name, the
bank must still make inquiry with the

- appropriate instrumentality.

As a practical matter, however, a re--
porting institution may assume the in-
quiry responsibility. of another reporting
institution. This may be a common prac-
tice where Broker A clears on a fully
disclosed basis for Broker B, and Broker
B’s customers deliver their securities to
Broker A. If Broker A, as part of its
clearing arrangement, ' undertakes - to
make the required inquiry, Broker B
would not have to make the inquiry.

These exceptions are intended to make
inquiry unnecessary in the majority of
instances and to require inquiry in those
circumstances most likely to involve
missing, lost, counterfeit or stolen secu-
rities. The system has been designed to
avoid undue disruption to the course of
normal commercial transactions: :

When an inquiry reveals that the se-
curity in question has been reported as
missing, lost or stolen, the inquiring in-"
stitution will be provided with the name
of the institution which reported the loss.
In such instances, the section does not
set forth any further requirements. Con-
sequently, the inquiring institution would
be expected to follow current business
practices in dealing with securities which
it knows to be lost or stolen. -

‘ As a part of the design of the Com-
mission’s system, inquiries will be recir-
culated against reports of loss which may
have come in subsequent to the inquiry.
Throughthis procedure, the system will
be able to identify those securities which
were negotiated before a lost or stolen
securities report was received, :

For certain exemptions which will be
applicable until December 31, 1978, see
the section below entitled “Pilot” Pro-
gram.”

(d) Permissive inquiry. Paragraph
(d) describes the availability of the re-
porting and inquiry system to any re-
porting entity whether or not § 240.171-1
would require a report or inquiry. With
respect to the granting of authority to
make permissive inquiries, it should be
pointed out that this authority is pro-
vided to allow sufficient flexibility when
an inquiry is not mandated but suspici-
ous circumstances are involved. The
Commission, in allowing permissive in-

121t bears emphasis that not all financial
institutions are reporting institutions as de-
fined by §240.17f-1, If In doubt as to
whether an entity is a reporting institution,
it is suggested that reporting institutions
check the available reference works to de-
termine whether the entity is an FDIC in-
sured bank or other reporting institution
enumerated in this section.
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quiries, does not intend to incorporate an
Inquiry requirement into the bona fide
purchaser doetrine each time a reporting
institution receives a security certificate.
The Commission recognizes that to re-
quire or suggest inquiry in all cases
would seriously jeopardize the ability of
financial institutions to function in an
efficient manner.

Section 240.17f-1 also provides that the
Commission may grant other persons ac-
cess to the system upon such térms or
conditions as it deems necessary and ap-
proprigte in the public interest and for
the protection of investors. The Com-
mission recognizes that a number of for-
eign banks and other financial institu-
tions, such as insurance companies, are
not included in the definition of “report-
ing instltutxons » Consequently, securities
received from such institutions which are
not registered in the names of those in-
stitutions or their nominees are required
to he the subject of inquiry under
§ 240.17£-1,

The Commission Is aware that this
may czuse hardship to certain reporiing
institr .ions. In order to alleviate this
hardsnip and to allow those reporting
institutions dealing with these ndn-re-
porting financial institutions the exemp-
tion allowed under paragraph (e) (1) (it}

of this section, the Commission encour--
ages financial institutions not within the .

Jurisdiction of this section to apply under

paragraph (d) to become so included. -

The Commission, as a condition to
granting such a status, will require those

institutions to undertake to compiy with -

§ 240.171-1 on the same basis as a report-
ing institution. Letters requesting par-

ticipation in the Lost and Siolen Secu-

rities Program should be denominated
“Application for Designation as a Re-
porting Institution Pursuant to § 240.17f-
1” and should be addressed to the Divi-
sion of Market Regulation™

The Commission shall have the right
to withdraw this designation upon writ-
ten notice. The Commission will with-
draw such designation if the financial
institutions violates its undertaking to
comply with §240.17f-%, applicable in-
structions issued by the Commission, its
designee, or the Federal Reserve Banks,
or if it does not remit the appropriate
fees which are assessed for the use of
the system. Such financial institutions
shall not be charged a fee greater than

. ®The letter should ldentify:

1. The primary business of the ﬁnanclal
institution.

2, Whether the financial_institution is
registered with or regulated by any Federal,
State or foreign government or agency
thereof. i )

3. Whether the institution engages in a re-
tail securities business with non-institu-
tional customers and the portion of such in
relation to the institution’s total business.

4. The names of the officers or principal
shareholders of the financlal institution. In
the letter the financial institution shall agree
to comply with all applicable provisions of
section 240.17f—1 and applicable instructions
issued by the Commission, its designee or
the Federal Reserve Banks and shall agree
to pay an appropriate fee for participation
in the system.

FEDERAL

RULES AND REGULATIONS

that charged a reporting institution of
comparable size. .

(e) Ezxemptions. Section 240.171-1
provides in paragraph (e} that registered
securities for which a Federal Reserve
Bank or Branch is the appropriate in-
strumentality or ecounterfeits of such
securities are not the subject of required
reporting and inquiry. Reports with re-
spect to such securities should continue
to be made to the U.S. Treasury Depart-
ment or the Federal Reserve Bank of
New York, in accordance with outstand-
ing Treasury instructions and current
practices in the financial community.
Where a stolen security is involved, re-
ports are required to be made to the
appropriate law enforcement agency.

With respect to-coupons,.the Commis-
sion stated in Release No. 34-13280 that,
as o matter of interpretation, § 240.17f-1
does not reguire reporting and inquiry
with respeet to coupons.

(f) Recordkeeping. Paragraph (f) of
section 240.17f-1 codifies the recordkeep-
ing and record retention procedures es-
tablished by the Lost and Stolen Securi-
ties Program.™ Essentially, copies of all
Forms X-17F-1A filed pursuant to this
section and all confirmations of inquiry
or other information received from the

" appropriate instrumentality must be re-
tained for a period of three years in an
easily accessible place. Sections 240.17a~
3 and 240.17a~4 have also been amended
to incorporate these requirements into
the general recordkeeping and retention
provisions applicable to certain exchange
members, brokers, and dealers.

P1LOT PROGRAM

In order to implement § 240.17f-1 in
the most efficient manner, the Commis-
sion determinegd that it would be appro-
priate to institute a pilot program to
monitor the effectiveness of the section
and the system designed to carry out its
provisions. Accordingly, § 240.17f-1 will
be implemented on a pilot basis until De-
cember 31, 1978.

During the pilot program, the Commis-
sion will not require certain reports and
inquiries to be made which otherwise
would be required under the section.

1. Corporate and municipal securities
not assigned CUSIP numbers will be ex-
empt from required reporting and in-
quiry. Consequently, short term securi-
ties such as commercial paper are not
subject to the requirements of § 240.17f-
1 during the pilot program.™

2. Transactions involving securities of
less than $10,000 face value in the case
of bonds and $10,000 market value in the
case of stocks will be exempt from in-
quiry only. All losses, including those of
less than $10,000, must be reported.

3. Registered transfer agents are ex-
empt from inquiry during the pilot pro-
gram.

1 See Securities Exchange Act Release No.
13831 (August 5, 1877).

15 A certificate is not exempt under this
provision because the certifieate 1tself does
not have & CUSIP number on it. In order to
be exempt, the issue of which the particular
certificate is a part must not have been as-
signed a CUSIP number.
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On the basis of the impact studies con-
ducted and the comment Ietters received,
the Commission believes that allowing
these additional exemptions from re-
porting and inquiry during the pilot
program will allow the efficient im-
plementation of a system to carry
out the mandate of the Act. In ad-
dition, these exemptions will allow
financial institutions subject to this
section an opportunity tq adapt to the
operation of the section without undue
disruption to the course of normal com-~
mercial transactions. During the pilot
program, the Commission intends to
monitor the appropriateness of these
special exemptions in order to deter-
mine whether they sheuld be retained
permanently. These exemptions will ex-
pire on December 31, 1978 unless they

are extended by the t“nmmmdmn

APPROPRIATE INSTRUMENTALITIES AND
OPERATION OF SYSTEMS

Attached as Appendices IIT and IV to
this release are descriptions of the gen-
eral operaiions of the appropriate in-
strumentalities, including procedures for
making reports and inquiries. With re-
spect to securities for which a Federal
Reserve Bank or Branch is the appro-
priate instrumentality, telephone num-
bers and mailing addresses pertinent for
compliance with § 240.17f-1 are included
in Appendix III. A map of the twelve
Federal Reserve Districts is also in-
cluded to assist reporting institutions
in loeating the closest Federal Reserve
Bank or Braneh,

Appendix IV contains the operating
procedures and a description of the sys-
tem of the Securities Information Cen-~
ter, Inc., the Commission’s designee for
receipt of reports and inquiries for which
the Commission is the appropriate in-
strumentality. Included in these materi-
als as Appendix V is a Registration Form
which must be completed and returned
to the Commission’s designee no later
than September 23, 1977. Each reporting
institution must detertnine whether it
will be a Direct or Indirect Inquirer of
the System and so indicate on the Regis-
tration Form.

The Commission has determined that
the method of allocating fees and the
fees to be charged are reasonable in
snaking available to reporting institu-.
ons  information regarding missing,
lost, counterfeit or stolen securities pur-
suant to Section 17(f) (1) (A) of the Act.
Authorized signatures and an indication
as to whether the entity will be a Direct
or Indirect Inquirer must be provided to
the Commission’s designee by September
23, 1977 in order for the reporting insti-
tution to be able to fulfill the require~
ments of §240.17f-1., The Commission
wishes to emphasize that failure to sub-
mit the Registration Form, and if a Di~
rect Inquirer to remit applicable fees
when billed, will prevent access by a giv-
en reporting institution to the system
and hence cause the reporting institu-
tion to be in violation of § 240.17f-1.

The Commission will study the opera-
tion of §240.17f-1 and the system for
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reporting and inquiry during the pilot
program and will make modifications
where appropriate. )

EFFECTIVE DATES AND RESPONSIBILITIES OF
APPROPRIATE INSTRUMENTALITIES

The reporting and recordkeeping re-
quirements of § 240.17f-1 will become
effective on October 3, 1977; the inquiry
requirements and the remaining’ provi-
sions of the section will become effec-
tive on January 2, 1977. -

The appropriate instrumentalities un-
dertake no responsibility with regard to
any party in maintaining the lists of
missing, lost, counterfeit or stolen secu-
rities or responding to inquiries pertain-
ing thereto and will ‘not be liable for
any act or failure to act with respect to
any procedures set forth in § 240.17f-1.

IMMOBILIZATION AND ELIMINATION
CERTIFICATES

It should be noted that this program
is not intended to be a substitute for
other steps which are being undertaken
to improve securities processing, pre-
vent losses and reduce the risk of theft.
The Commission continues to endorse
thq concepts of improved securities proc-
essing and certificate immobilization and
elimination through greater use of de-
positories and book entry systems. It is
expected that this program will be de-
veloped in a manner appropriate to meet
existing needs and will be flexible énough
to adjust to changing circumstances.

By the Commission.

SHIRLEY E. HOLLIS,
Assistant Secretary.

OF

AvGusT 5, 1977.
§ 24-0.171':-1 Requirements for reporting
and inquiry with respect to missing,
lost, counterfeit or stolen scecurities.

(_a) Definitions—(1) Reporting insti-
tution. For purposes of this section, the
term “reporting institution” shall include
every national securities exchange, mem-
bgr .thereof, registered securities asso-
C{atlon, broker, dealer, municipal securi-
ties dealer, registered transfer agent,
~regist_ered clearing agency, participant
therein, member of the Federal Reserve
System and bank whose deposits are in-
sured by the Federal Deposit Insurance
Corporation.

(2) Appropriate instrumentality. For

purposes of this section the term “appro-
priate instrumentality” shall mean:

(i) Any Federal Reserve Bank or
Branch thereof with respect to securities
issued by:

(A) The United States Government,

(B) Any agency or instrumentality of
the United States Government,

(C) The International Bank for Re-
construction and Development,

(D) The Inter-American Bank, or

(dE) The Asian - Development Bank;
an

(ii) The Securities and Exchange Com-
glission with respect to all other securi-

1€S.

(b) Reporting requirements—(1)
Stolen securities. (i) Every reporting in-
stitution shall report to the appropriate

FEDERAL
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instrumentality and to a registered
transfer agent for the issue the dis~
covery of the theft or loss of any security
where there is substantial basis for be-
lieving that crimrinal activity was in-
volved. Such report shall be made within
one business day of the discovery and,
if the certificate numbers of the securi-
ties cannot be ascertained at that time,
they shall be reported as soon thereafter
as possible.

(ii) Every reporting institution shall
promptly report to the appropriate law
enforcement agency upon the discovery
of the theft or loss of any security where
there is substantial basis for believing
that criminal activity was involved.

(2) Missing or lost securities. Every
reporting institution shall report to the
appropriate instrumentality and to a
registered transfer agent for the issue
the discovery of the loss of any security
where criminal actions are not suspected
when the security has been missing or
lost for a period of two business days.
Such report shall be made within one
business day of the end of such period
except that:

(i) Securities lost in transit to custom-
ers, transfer agents, banks, brokers or
dealers shall be reported by the deliver-
ing institution no later than two busi~
ness days after notice of non-receipt or
as soon after such notice as the certifi-
cate numbers .of the securities can be
ascertained.

(ii) Securities considerec lost or miss-
ing as a result of securities counts or
verifications required by rule, regulation
or otherwise (e.g. dividend record date
verification made as a result of firm
policy or internal audit function report)
shall be reported no later than ten busi-
ness days after completion of such secu-
rities count or vertification or as soon
after such count or verification as the
certificate numbers of the securities can
be ascertained.

(ii)) Securities not received during
the  completion of a delivery, deposit or
withdrawal shall be reported in the fol-
lowing manner:

(A) Where delivery of securities is
through clearing agency, the delivering
institution shall supply the receiving in-
stitution the certificate number of the
security within two business days from
the date of request from the receiving
institution. The receiving institution
shall report within one business day of
notification of the certificate number;

(B) Where the delivery of securities is
over the window and where the deliver-
ing institution has a receipt, the deliver-
ing institution shall supply the receiving
institution the certificate numbers of the
securities within two business days from
the date of request from the receiving
jnstitution. The receiving institution
shall report within one business day of
notification of the certificate number;

(C) Where the delivery of securities is
over the window and where the deliver-
ing institution has no receipt, the deliv-
ering institution shall report within two
business days of notification of non-re-
ceipt by the receiving institution; or
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(D) Where delivery of securities is
made by mail or via draft, if payment is
not received within ten business days,
the delivering institution shall confirm
with the receiving institution the failure
to receive such delivery; if confirmation
shows non-receipt, the delivering insti-
tution shall report within two business
days of such confirmation

(3) Counterfeit securities. Every re-
porting institution shall report the dis-
covery of any counterfeit security to the
appropriate instrumentality and the ap-
propriate law enforcement agency with-
in one business day of such discovery.

(4) Recovery. Every reporting institu-
tion shall report the recovery or finding
of any security previously reported miss-
ing, lost or stolen pursuant to this sec-
tion to the appropriate instrumentality
and to a registered transfer agent for the
issue within one business day of such
recovery or finding. If a report of stolen
securities was made to the appropriate
law enforcement agency, a report of
such recovery shall also be made to such
agency. Recovery may only be reported
by the institution which reported the se-
curity as missing, lost or stolen.

(5) Information to be reported. All re-
ports made pursuant to this section shall
include, if applicable or available, the
following information with respect to
each security:

(i) Issuer;

(ii) Type of security and series;

(iii) Date of issue;

(iv) Maturity date;

(v) Denomination:

(vi) Interest rate;

(vii) Certificate number, including al-
rhabetical prefix or suffix;

(viil) Name in which registered;

(ix) Distinguishing characteristics, if
counterfeit;

(x) Date of discovery of loss or recov-
ery;

(xi) CUSIP number; and

(xii) FINS number.

(8) Forms. All reports made pursuant
to this section shall be made on Form
X-17TF-1A.

(¢) Required ingquiries. (1) Every re-
porting institution shall inquire of the
appropriate ~instrumentality with re-
spect to every security which comes
into its possession or keeping, whether
by pledge, transfer, or otherwise, to as-
certain whether such security has been
reported as missing, lost, counterfeit or
stolen, unless

(i) The security is received directly
from the issuer or issuing agent at issu-
ance;

(ii) The security is received from an-
other reporting institution or Federal
Reserve Bank in its capacity as fiscal
agent; -

(iii) The security is received from a
customer of the reporting institution
and is registered in the name of such
customer or its nominee.

(23 Form of inquiry. Inquiries shall be
made in such manner as prescribed by
the appropriate instrumentality.

(d) Permissive reports and inquiries.
Every reporting institution may report
to or inquire of the appropriate instru-
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mentality with respect to any security

menaiity any Seciurity

not otherwise requned by this section to
be the subject of a report or inquiry. The

Commisgion on written request or upon

its own motion may perm1t reports to
and inquiries of the system by any other
person or entity upon such terms and
conditions as it deems appropriate and
necessary in the public interest and for
the protection of investors.

RULES AND REGULATIONS

(e) Exemptions. Registered securities

of the United States Government, any
agency or instrumentality of the United

States Government, the International

Bank for Reconstruction and Develop-
ment, the Inter-American Development
Bank, or the Asian Development Bank,
and counterfeit securities of such en-
tities are not subject to the provisions of
this section relating to reporting and in-

aquiry with the
tality.

(f) Recordkeeping. Every reporting in-
stitution shall maintain and preserve in
an easily accessible place for three years
copies of all Forms X-17F-1A filed pur-
suant to this section and all confirma-
tions or other information received from
the appropriate instrumentality or its
designee as a result of inquiry.
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APPENDIX IT
Please Type or FORM X-17F-1A Designee's Use Only
Print Clearly MISSING/LOST/STOLEN /COUNTERFELT |
SECURITIES REPORT Date / File Number
1, REPORTING INSTITUTION: NAME o
ADDRESS -

zZiweontt o

ATTENTION:

mascmeytrmeyosee [ (1 0O O O O3 / (YCHY()

2. TYPE OF REPORT D LO33 D RECOVERY D UPDATE D CONFIRMATION

3. DATE OF LOS$S/RECOVERY

TYPE OF SECURITY COMMON PREFERRED CORPORATE
- L STOCK U STOCK d BOND
MUNICIPAI- CONVERTIBLE DEBENTURE NOTE WARRANT
D BOND DEBENTURE D O D

[J wcnr (] oetioN Joruer

5, NAME OF ISSUER

6. INTEREST RATE 7. MATURITY DATE

8. CUSIP NUMBER O OO0 CQOoanOooa

9. NAME OF REGISTERED HOLDER
10. CERTIFICATE /SEFIAL NUMBERS 11. DENOM'NATION/SHARES 12, ISSUE DATE

13, TOTAL CURRENT MAR_KET OR FACE YALUE § ’ 13a. ADDITIONAL PAGES ATTACHED __ .
14 [JCRIMINALITY INDICATED
15, [ JCOUNTERFEIT

If Counterfeit = Distinguishing Characteristics

REPORTS FILED WITH: 16, [ IpATABANK 7. ] TRANSFER AGENT 18, [ ] LAW ENFORCEMENT
L AUTHORIZED SIGNATURE : 20, - DATE -
86c 1680 (3-1)
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INSTRUCTIONS
Nore—=Section 240.17f-1 does not require
B L R TL et RFesmmdnfsnnl e Acsseen et

repoiting of coupons. Municipal or corporate
securities not gssigned CUSIP Numbers are
not the subject of reporting and inquiry
during the pilot program. ~

Forms for which the Commission is the
appropriate instrumentality should be mailed
to the Commission’s designee:

Securities Information Center, Inc., Post
Office Box 421, Wellesley Hills, Mass. 02181.

1. Reporting Institution—BEnter reporting
institution name, address and FINS number,
with Securities Infermation Center-assigned
suffix; if any.

2. Type of Report—Check whether report
is a new report (“Loss”), report of recovery
of previously reported loss (‘“Recovery”), or
update or correction of report other than re-
covery (“Update”). Additionally, if the re-
port is a confirmation of a loss, recovery, or
update made by telex or telephone,
check the box marked “Confirmation.”

3. Date—Enter date when loss was noticed,
theft occurred, when counterfeit was dis-
covered or suspected, or when security was
found or recovered. When submitting up-
dates, corrections or confirmations, enter
date of loss or recovery.

4. Type of Securities—Check the box which
most nearly describes the type of security.
If none of the classifications adequately de-
scribes the security, check “Other” and de-
scribe the security in the space provided.

5. Issuer—Print or type the name of issu-
ing company, agency or organization as set
out on the security even though the security
may have been lost, stolen, or missing prior
to being “issued” by the appropriate author-
ity.

y6. Interest Rate—If interest rate was indi-

alse
ais50

ntad amtas this information
€4, CTET Viiis inicrmavion.

7. Maturity Dalte—Enter maturity date
where applicable.

8. CUSIP Number—Enter entire CUSIP
Number.

9. Name - of Registered Holder—Clearly’

print or type the full name of person (indi-
vidual, company, bank, brokerage house, etc.)
to whom the security is registered exactly as
it appears on the security. Enter the word
“Bearer” when document is a bearer security.

10. Certificate/Serial Numbers—Enter cer-
tificate or serial number(s) including all
suffixes and prefixéds. If certificates have not
been issued, enter the control number. Series
may be indicated by the first and last num-
bers separated by a dash and followed by the
word *'Series”. Certificate or serial numbers
of certificates of the same CUSIP number
which are not in sequential order should be
listed separately on each line. If additional
space Is required, attach a sheet containing
information in the same format as Item 10
and check Item 13a.

11. Denomination/Shares—Enter in nu-
merical form the amount of money repre-
sented by bonds, debentures, notes and other
securities (except stock warrants and rights)
as indicated on the certificates. If amount

* was not indicated on the certificate, enter the
word “Blank.”

For stocks, enter the number of shares rep-
resented by the certificates, not the par value
of the stock. If number of shares is not repre-
sented, enter the word “Blank.”

For warrants and rights, enter in numerical
form the number of shares which the docu-
ment entitles the owner to purchase.

12. Issue Date—Enter issue date of secur-
ity. If certificates have not yet been issued,
indicate this fact.

13. Total Current Market or Face Valye—
For stocks, rights and warrants, enter the ap-
proximate total current market value. For
bonds, enter the face value of the certificate.

RULES AND REGULATIONS

13a. Additional Pages Altached—For a
nonsequential serles of certificates having
the same CUSIP number, additional pages
listing securities to be reperted may be at-
tached. (See Instruction 10). If additional
pages are attached, check this Item.

14. Criminality Indicated—If reporting a
loss, check when a substantial belief of crim-
inality is indicated.

15. Counterfeit—Describe distinguishing

‘Characteristics of suspected counterfeit se-

curities.

16. Filed with Data Bank—Check if filed
with the Commission’s Designee or a Federal
Reserve Bank or Branch as appropriate. -

17. Filed with Transfer Agent—Check to.

indicate that you have sent a copy of this
report to a Transfer Agent for the issue.

18. Filed with Law Enforcement—Check of
you sent a copy of this report to the appro-
priate law enforcement agency when re-
quired. -

19. Authorized Signature—Form X-17F-1A
must have an authorized signature to be ac-
cepted by the System. With-respect to those
reports filed with the Commission’s designee,
such signatures must be on file with the des-
ignee. Coples of reports sent to a transfer
agent and the appropriate law enforcement
agency should contain an orginal signature.

20. Date—Enter date when form is signed.

ApPPENDIX IIT

REPORTS AND INQUIRIES REGARDING LOST OR STO-
LEN UNITED STATES GOVERNMENT AND AGENCY
SECURITIES FOR WHICH THE FEDERAL RESERVE
BANKS ARE THE APPROPBIA‘TE INSTRUMEN -~
TALITY

On December 16, 1976, the Securities and
Exchange Commission adopted 17 CFR 240.~
17f-1, which requires all financial institu-
tions covered by the section to report to thé
appropriate instrumentality any instance of
loss or theft of cetrain securities and, with
certain exceptions, to make inquiry prior to
the completion of any transaction involving
these securities. The section will be imple-
mented in two phases. The first part to be
implemented will be the reporting require-
ment, which will go into effect on October
3, 1977. The second part, the inquiry require-
ment, will go into effect on January 2, 1978.

The Federal Reserve Banks have been des~
ignated as the “appropriate instrumental-
ity” for receiving reports of and inquiries as
to lost, missing, counterfeit or stolen United
States Government and Agency securities.
As used in this circular, the term “Govern-
ment and Agency securities” Includes se-

-eurities issued by the:

United States Treasury

Banks for Cooperatives

District of Columbia Armory Board

Export-Import Bank of the United States

Farm Credit Administration

Farmers Home Administration

Federal Financing Bank

Federal Home Loan Banks

Federal Home Loan Mortgage Corporation

Federal Housing Administration

Federal Intermediate Credit Banks

Federal Land Banks

PFederal National Mortgage Association

Government National Mortgage Association
(does not include Pass-Through Securi-
ties)

Small Business Administration

Student Loan Marketing Association

Tennessee Valley Authority

United States Postal Service

Washington Metropolitan Area Transit Au-
thority

Asian Development Bank

Inter-American Development Bank

International Bank for Reconstruction and
Deyelopment
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Since late 1970, the Federal Reserve Banks
have been operating a checklist procedure
designed’ to assist in the identification’ of
lost and stolen Government and Agency se-
curities. The development of the checklist
procedure had been spurred in late 1969 by
by a marked increase in the incidence and
magnitude of thefts of United States Gov-
ernment and Agency securities from banks
and other financial institutions.

The reporting and inquiry phases of § 240.-
17f-1 will be operated on a one-year pilot
basis beginning January 2, 1978, when the
inquiry requirement becomes effective. The
section covers every national securities ex-
change, member thereof, registered securi-
ties association, broker, dealer, mnulcipal se-
curities dealer, registered transfer. agent,
registered  clearing agency, participant
therein, member of the Federal Reserve Sys-
tem, and bank whose deposits are insured by
the Federal Deposit Insurance Corporation.
While the section requires reports and in-
quiries on Government and Agency securities
from those financial institutions, the Federal
Reserve Banks will also accept reports from
and respond to inquiries from any other
financial institution.

It should be noted that the Federal Reserve

Banks undertake no responeibility with rc-
gard to any party in maintaining the list of
lost or stolen securities or responding to in-
quiries pertaining thereto and will not be
liable for any act or failure to act with-
respect to any procedures set forth in § 240.-
17f-1. Furthermore, the list maintained by
the Federal Reserve Banks pursuant to such
section is not a “caveat” or “stop payment”
list.

REPORTS (BEGINNING OCTOBER 3, 1977)

Reports of lost, missing, counterfeit or
stolen securities should be made in writing,
using SEC Form X-17F-1A. A copy of the
form is included in SEC Release No. 34-to
which this material is appended. Copies of
the form will -be availabie at all SEC Re-
gional Offices after September .1, 1977, All re-
coveries must also be promptly reported in
writing, using the same form, by the institu-
tion that reported the loss. A list of mailing
addresses to which reports may be sent
follows this description of reporting and in-
quiry procedures. A map of the twelve Federal
Reserve Districts is also- included to assist
reporting institutions in locating the nearest
Federal Reserve Bank.

INQUIRIES (BEGINNING JANUARY 2, 1978)

All finanecial institutions covered by § 240.-
17f-1 will also be required to make inquiry
with respect to every bearer Government or
Agency security (including registered securi-
ties assigned in blank), which comes into its
possession or keeping, whether by pledge,
transfer or otherwise, to ascertain whether
that-security has been reported as lost, miss-
ing, counterfeit or stolen unless:

(1) The security is received directly from
the issuer or issuing agent at issuance, or

(2) The security is received from another
reporting institution or from a Federal Re-
serve Bank in its capacity as fiscal agent.
(All securities received from a Federal Re-
serve Bank are exempt from the § 240.17f-1
inquiry requirement except securities re-
ceived on a withdrawal from a safekeeping
or other custodial acount where the securi-:
ties were not held in book-entry form.)

Inquiries, as well as requests for general
information regarding the use of the Federal
Reserve Bank checklist procedure, may be
made by telephone a3 indicated in the list
which follows. Response by the Federal Re~
serve Office will be in the form of a return
call, which will be promptly confirmed in
writing.

12, 1977



Reports of and inquiries as to registered
Governmerit and Agency securities (unless
assigned in biank) are not covered by § 240,
17f-1 but may be made to the appropriate
transfer agent (either the U.S. Treasury De-
partment for - Treasury and Federal Land
Bank issues, or the Federal Reserve Bank of
New York for other Agency issues, including
securities issued by international organize-
tions). Any reports of or inquiries as to coun-
terfeit securities should be directed to the
appropriate law enforcement agencies.

The checklist procedure is designed to help
recover lost or stolen securities and to pre-
vent their use in normal commerce. Of even
greater importance are measures designed to
minimize the risk of loss or theft of securi-
ties. In this respect, the book-entry proce-
dure for Governmeént and Federal Agency se-
curities affords the optimal solution to the
problem of securities thefts. Currently more
than 87 percent of the- eligible marketable
Government and Federal Agency issues are
held in book-entry form. However, about $53
billton still remains outstanding in defini-
tive form—much of it in the custody of
banks. Both the Federal Reserve System and
the Treasury have been working to extend
the use of the book-entry-procedure, and
banks are urged to utilize the procedure to
the maximum extent possible.

REPORTS AND INQUIRIES REGARDING LOST OR STO=
LEN UNITED STATES . GOVERNMENT AND
AGENCY SECURITIES

FEDERAL RESERVE BANK AND BRANCH ADDRESSES
AND TELEPHONE NUMBERS

First Federal Reserve District

Securities Department, Federal Reserve Bank
of Boston, 30 Pearl Street, Boston, Mass.
02106, 617-426-7100 Ext. 361.

Second Federal Reserve District

Government Bond Division, Federal Reserve
Bank of New York, New York, N.Y. 10045,
212-7901-5359.

Buffalo Branch (inquiries only), Collection
Loans, and Fiscal Agency Division, 716-
849-5043 or 716-849-5130.

Third Federal Reserve District

James B. Duffy, Manager, Government Bond
Division, - Federal Reserve Bank of Phila-
delphia, P.O. Box 90, Philadelphia, Pa.
19105, 215-574—6190, Robert Carey 216-574-
6191,

Fourth Federal Reserve Disirict

Securities Department, Federal Reserve Bank
of Cleveland, P.O. Box 6387, Cleveland,
Ohio 44101, 216-241-2800.

RULES AND REGULATIONS

Securities Department, Cincinnati Branch,

P.0. Box 999, Cincinnati, Ohio 45201, 513~
721-4787.

Py 14102 Deparime
Securities Department,

Federal Reserve Bank, P.O. Box 867, Pitts-
burgh, Pa. 15230, 412-261-7912.

Fifth Federal Reserve District

Federal Reserve Bank of Richmond, P.O. Box
27622, Richmond, Va. 23261, 804-649-3611
BExt. 290. L

Baltimore Branch, Federal Reserve Bank,
P.O. Box 1378, Baltimore, Md. 21203, 301-
539-65562 Ext. 275.

Charlotte Branch, Federal Reserve Bank, P.O.
Box 300, Charlotte, N.C. 28230, 704-373—
0200 Ext. 266.

Sixth Federal Reserve District

Federal Reserve Bank of Atlanta, 104 Marietta
Street NW., Atlanta; Ga. 30303, 404-586—
8647.

Birmingham Branch, Federal Reserve Bank,
P.O. Rox 10447, BRirmingham, Ala. 35202,
205-252-3141 Ext. 215.

Jacksonville Branch, Federal Reserve Bank,
515 Julia Street, Jacksonville, Fla. 32231,
904-632-4243.

Miami Branch, Federal Reserve Bank, P.O.
Box 520847, Miami, Fla. 33152, 305-445-6281
Ext. 192. ’

Nashville Branch, Federal Reserve Bank, 301
Eighth Avenue North, Nashville, Tenn.
37202 615-259—4006 Ext. 281,

New Ciieaus Branch, Federal Reserve Bank,
P.O. Box 61630, New Orleans, La. 70161,
504-586—1505 Ext. 240.

Dittshurch Rranch

Dittsburgh ZEranch,

Seventh Federal Reserve District

Government Securities Division, Federal Re-
serve Bank of Chicago, 230 South LaSalle
Street, Chicago, Ill. 60690, 312-322-5941 or
312-322-5947.

Government Securities Division, Detroit
Branch, Federal Reserve Bank, 160 West
Fort Street, Detroit, Mich. 48226, 313-961-
6880 Ext. 292 or 293.

Eighth Federal Reserve District

Federal Reserve Bank of St. Louis, P.O. Box
442, St. Louis, Mo. 63116, Att: Treasury
Issues Division, 314—421-1700 Ext. 203.

Little Rock Branch, Federal Reserve Bank,

. P.O. Box 1261, Little Rock Ark. 72203, Att:
Securities Department, 501-372-5451.

Louisville Branch, Federal Reserve Bank,
P.O. Box 899, Louisville, Ky. 40201, Att:
Securities Department, 502-7351.

Memphis Branch, Federal Reserve Bank, P.O.
Box 407, Memphis, Tenn. 38101, Att: Se-
curities Department, 901-5623-7171.

41029

Gerald J. Mallen, Manhager, Securities Cus-
tody Division, Securities Department, Fed~
eral Reserve Bank of Minn., Minneapolis,
Minn. 55480. i

Tenth Federal Reserve District

Fiscal Agency Department, Federal Reserve
Bank of Kansas City, Federal Reserve Sta-
tion, Kansas City, Mo. 64198, Delores
Forman 816-881-2783. .

Denver Branch, Federal Reserve Bank, 1020
16th Street, P.O. Box 5228, T. A., Denver,
Colo. 80217, Bob Lundgren 303-292-4020
Ext. 253.

Oklahomsa City Branch, Federal Reserve
Bank, P.O. Box 256129, Oklahoma City, Okla.
73125, Sherman Huff 406-236-1721 Ext.
181.

Omaha Branch, Federal Reserve Bank, 102
South 17th, Omaha, Nebr. 68102, Ivar An-
dreasen 402-341-3610 Ext. 241.

Eleventh Federal Reserve District

Federal Reserve Bank of Dallas,. Seéurities
Department, Marketable Issues Division,
Station K, Dallas, Tex. 75222, Mary M.

Rosas 214-6851-6384, Donald E. Curtis 214—
85163280 '

Houston Branch, Federal Reserve Bank, Fis-
cal Agency Department, P.O. Box 2578,
Houston, Tex. 77001, K. S. Savage 713-659-
4433 Ext. 74, J. W. Lockhart 713-659-4433
Ext. 75. ’

san Antonio Branch, Federal Reserve Bank,
Cash-Fiscal Agency Department, P.O. Box
1471, San Antonio, Tex. 78295, A. G. Va~
lencia, Jr. 512-224-2141 Ext. 60, M. E.
Stehling 512-224-2141 Bxb. 62, '

El Paso Branch, Federal Reserve Bank, Cash-
Fiscal Agency Department, P.O. Box 100,

Twelfth Federal Reserve District

adaral Dosory
ederal Rescrve Bank of San Francisco, Fis-

cal Department, P.O. Box 7702, San Fran-.
cisco, Calif. 94120, 415-544-2330 or 2331.

Los Angeles Branch, Federal Reserve Bank,
Fiscal Department, P.O. Box 2077, Los An-
geles, Calif. 90061, 213-683-8377.

Portland Branch, Federal Reserve Bank, Fis-
cal Department, P.O. Box 3436, Portland,
Ore. 97208, 503-228-7584. .

Salt Lake City Branch, Federal Reserve
Bank, Fiscal Department, P.O. Box 780, Salt
Lake City, Utah 84110, 801-355-3131.

Seattle Branch, Federal Reserve Bank, Fiscal
Department, P.O. Box 3667, Seattle, Wash.,,
206-442-7269.
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APPENDIX IV

THE LOST, MISSING, STOLEN AND COUNTERFEIT
SECTRITIES INFORMATION SYSTEM

Description of the System

The Securities and Exchange Commission
designated the Securities Information Cen-
ter, Inc. (the “Designee”), a subsidiary of
ITEL AutEx, Inc., to operate the Lost, Stolen,
Missing and Counterfelt Securities Informa-
tion System (the “system’) to receive and
process reports and inquiries for which the
Commission is the appropriate instrumen-
tality under 17 CFR 240.17f-1. The system is
to operate as a pilot program with Reports
to the system beginning on October 3, 1977,
and_inquiries to the system commencing on
January 2, 1978. The pilot program will end
on December 31, 1978.

It is the intention of the Commission and
the designee to operate a system which will,
with sufficient flexibility and at the lowest

mecailla anot mmant tha nasds of the indugtre
Possiblie COSY, mMeSy tae netls oL WAl InNQUELry

and fulfill the intent of Congress. It is esti-
mated that during the pilot year the system
will on the average process 10,000 reports and
inquiries a day. In the early months of the
pilot, users should anticipate minor prob-
lems which usually accompany the start-ug
of a new system. As experience 1is gained
with the operation of the system, user re-
quirements will be better defined and proce-
dures will be modified to improve the opera-
tion of the system and insure the ultimate
success of the program.

This material briefly describes how the
system will operate, defines terms and service
options, and provides a schedule of fees
which will be charged in connection with
the service.

REPORTING REQUIREMENTS

Securities and Exchange Commission Re-
lease Nos. 34-13053, 34-13280, and 13831
define the organizations (reporting institu-

tinnal which ara reoanired to reanort to and
TIONS) Wiilhh arc requireéa o repors o and

make inquiries of the system. The releases
also specify when reports and inquiries are
required. The rule provisions and important
explanatory information has been repub-
lished in SEC Release No. 34-13832, to which
this Description of the system is an appen-
qaix,
REPORTS

A report is a notice to the system and to a
transfer agent for the issue of (1) securities
lost, stolen, missing, or discovered to be
counterfeit; (2) recovery of securities previ-
ously reported lost, stolen, or missing; or (3)
a correction or update of a previous report
other than recovery.

All reporting institutions are required to
make reports enumerated in paragraph (b)
of rule 17f-1 directly to the appropriate in-
strumentality. All reports must be made on
Form X-17F-1A and signed by an authorized
Individual whose signature is on file with the
designee. Reports for which the Commission
is the appropriate instrumentality should be
mailed to P.O. Box 421, Wellesley Hills, Mass.
02181.

Reports can be made voluntarily for situa-
tions in which reporting institutions are
exempt from reporting reguirements. How-
ever, all reports must relate to securities
which have a CUSIP number and must show
that number to be accepted by the system.

Preliminary reports may also be made by
telephone or telex. Prelimminary reports
should include the reporting institution’s

FEDERAL
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FINS number,! the CUSIP number and cer-
tificate numbers (including all prefixes and
sumxes) of the securities, and indication of

CrEann i o Yk T gezommoaboad Thea
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liminary reports must be followed by a writ-
ten report on Form X-17F-1A signed by an
authorized individual and mailed to P.O. Box
421, Wellesley Hills, Mass. 02181.

The designee will send a written report
confirmation to the reporting institution on
a weekly basis.

On October 3, 1977, the system will be in
operation to receive reports and institutions
required to report must begin doing so on
that date.

INQUIRIES

Inquiries are made of the system to deter-
mine if securities coming into the possession
or control of a reporting institution have
been previously reported as lost, stolen, miss-
ing, or counterfeit.

Reporting institutions must either be di-
rect inquirers or indirect inquirers of the
system. Direct inquirers make inguiries of
the system by using telephone, telex, malil,
or magnetic tape sent to the designee. Al-
ternatively, a reporting institution can par-
ticipate as an indirect inquirer by arranging
with a direct inquirer to act on its behalf
in making inquiries of the system.

Upon registering with the system as a
direct inquirer, the reporting institution will
be assigned appropriaje access codes. Each
time the reporting institution makes an in-
quiry of the system, whether on its own be-
half or on behalf of another institution, the
code will be used to insure that only au-
thorized direct inquirers have access to the
system.

In addition to the reporting institution’s
access code, the inquiry must include the
institution’s FINS number and the securi-
ties’ CUSIP and certificate numbers (includ-
ing all suflixes and prefixes), Muitipie in-
quires can be made in a single mailing, tele-
phone call, or telex transmission,

Institutions that anticipate a large volume
of inquiries or reports on a regular basis
may elect to input to the system via mag-
netic tape. Such reporting institutions
should contact the designee for specifica-
tions and procedures.

A direct inquirer can access the system
from various stations within its organiza-
tion. A station is a department or branch
location that will have its own access code
and telephone contact.

Direct inquiries making inquiries from
more than one station can register the addi-
tional stations as either primary or second-
ary access stations. A secondary station
makes inquiries of the system directly but
has its written confirmations directed by the
designee to a primary access station of the
institution. A primary access station receives
confirmations for its own use of the system
and for wuse-by its secondary access sta-
tions, if any. At least one location of each
direct inquirer must be registered as a pri-
mary access station. No other stations are
required. Every secondary station must be
associated with one and only one primary
station.

PROCESSING OF INQUIRIES

After authorized access for purposes of
making an inquiry has been established, the
system will assign the inquiry a validation
number which confirms for the direct in-
quirer that the inguiry was made.

1 Information on where your FINS number
can be located is contained in SEC Release
No. 34-13832, to which this material is ap-
pended.

REGISTER, VOL. 42, NO. 156—FRIDAY, AUGUST

41031

The system will then search the data base
to determine if the CUSIP and certificate
numbers in the inquiry match those in a re-

e sk amceazifsento cizTataibdiad TE ma dlha dmariie
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ing institution will be notified immediately
of the match. This positive confirmation will
include instructions on hew to contact the
reporting institution which submitted the
fnatching report and notice, if any, of sus-
pected criminality.

Written confirmations of inquiries that
did not result in a match (negative con-
firmation) will be mailed to the direct in-
quirer monthly along with report confirma-
tions. Confirmations will be mailed to the
primary access station.

An optional prompt written confirmation
service will be available to direct inquirers at
additional cost. With this service, the pri-
mary access station will recelve prompt con-
firmation by mall of all inquiries (and
whether positive or negative) and of all re~
ports received by the system from that sta-

tion or its secondary access stations, There
will be one such mailing for each day on
which reports and/or inquiries were received
from the station or its secondary access
stations.

On January 2, 1978, the system will be in
operation to receive inquiries, and institu-
tions required to make inquiries must begin
doing so on that date.

SCHEDULE OF CHARGES

Under a pricing structure and schedule
of fees approved by the Commission, orga-
nizations that are direct inquirers will be
charged (1) an annual registration fee, (2)
a one-time assessment to cover system de-
velopment, and (3) usage fees. An indirect
inquirer must make separate arrangements
with the institution that makes inquiries on
its behalf to compensate that direct inquirer
for its costs and services.

Fees do not cover participant’s use of the
mails, telephone, or telex for making reports
or inquiries, nor any training or education
of employees of direct or indirect inquirers
in connection with the use of the system.

Registration—This annual fee for direct
inquirers covers the cost of maintaining
registration data, assignment of access codes,
and billing of all charges.

For the
pilot year
For each primary access station_____ $18. 60
For each secondary access station__. 9. 00

System development—There will be a one-
time assessment to cover the costs of
development of software and hardware to

" operate the system. The costs of develop-

ment will be divided evenly among all direct
inquirers and the per user charge will de-
pend on the number of direct inquirers.

Estimated one-time assessment
(based on anticipated 5,000 direct
users)

Usage.—These fees will cover the costs of
verification of authorized system access,
matching of reports and inquiries, notifica-~
tion of matches, and confirmation of in-
quiries.

Usage charges will be billed quarterly in
advance to a single primary access station.
The chaiges outlined below are based on es-
timates of the number of direct inquirers in
each size classification (5,000 total) and of
the aggregate number of inquiries (10,000
per day). The first quarterly billing will be
adjusted to reflect the actual number of di-
rect inquirers in each size classification.
Subsequent quarterly billings will be ad-
Jjusted to reflect actual aggregate volume of
inquiries.

12, 1977
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TYpe gizoe Eetinaled Usage Charges
E
Banks Amount of Deposits Annual Quarterly
over $1 Billion $2,400.00 $600.00
$500 Million to 1,200,00 300.00
$1 Bildlion
Less than $9500 50.00 12.50
Million
Apnual Revenue (logs
Securities recant T1arpl vraom Annual Quarterly
Drganiza~ g
ti.gns lover $25 Million $2,400.00 $600,00
5 Million to A
355 Million 1,650.00 412.5C
$6500,000 to ..360.00 99,50
S5 Million
Less than $500,000 100,00 RE.30
Non-Bank Number of Shares Annual’ Quarterly
rransfer Issued Lagt Teor
hgents
gents 100,000 shaxes $90.00 $22.50
or wore
Less than 100,000 50,00 12.59
shares

PROMPT WRITTEN CONFIRMATION SERVICE
(OPTIONAL)

I e written confirma-
For mailing of promptv writticn coniirma

tions of all inquiries an reports received
from & direct inquirer each day via mail,
telephone or telex:

[Ep—

Each primary access station using
the service (per quarter)_ . ._____ $16. 60

Additional information, including pro-
cedural instructions and telephone and telex
numbers, will be mailed to direct inquirers
after registration forms have been received
and processed.

APPENDIX V

LOST, STOLEN, MISSING, AND COUNTERFEIT SE-
CURITIES INFORMATION SYSTEM

Registration Form

Organizations required by Securities and
Exchange Commission Rule 17f{-1 (under
section 17(f). of the Securities and Exchange
Act of 1934, as amended by Pub. L. 94-29

(June 4, 1975) ), to make reports to and in-
quiries of the lost, stolen, missing, and
counterfeit securities information system are
shown by categories below. All such organi-
zations must complete and return this form
to the Securities Information Center, Inc.
(“‘designee”) by September 23, 1977, in order
to be able to fulfill their respomnsibilities
under the law.

Fill out and return this form to: Securi-
ties Information Center, Inc., Post Office Box
421, Wellesley Hills, Mass. 02181.

Entities (‘reporting institutions”) re-
quired to make reports of and inquiries to
the system (check each classification appro-
priate to you):

( ) 1. Federal Reserve System member

FEDERAL

( ) 2. Bank whose deposits are insured
by the Federal Deposit Insurance Corpora-
tion.

{ ) 8. National Securities Exchange. «

( ) 4. National Securities Exchange mem-
ber.

( ) 5. National Securities Exchange mem-
ber firm.

( ) 6. Registered Securities Association.

( ) 7. Registered Securities Association
member.

{ ) 8. Securities broker.

( ) 9. Securities dealer.

( ) 10. Municipal securities dealer.
( ) 11. Registered transfer agent.
( ) 12. Registered clearing agency.

{ ) 13. Participant in a registered clear-
ing agency.
Name of reporting institution:.__

Attention: ___________________________._

FINS Indentification No! OO O 00O D

Telephone No. ( )
SIZE OF INSTITUTION

Check one of the following that describes
the size of your organization.

Bank (all those who have checked either
classification 1 or 2 above). [] More than $1
billion in deposits; [J with $500 million to
$1 billion in deposits; [] less than $500 mil-
lion in deposits.

1Information on where your FINS num-
ber can be located is contained in SEC Re-
lease No. 34— , to which this material is
appended.
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Securities organization: [ With over $25
million in annual revenue; [} with more
than $5 million but less than $25 million in
annual revenue; $500,000
lion in annual revenue; {1 with less than
$500,000 in annual revenue.

Non-bank transfer agents (those who
check only classification 11 above): [] That
issue 100,000 shares or more pér year; [ that
issue less than 100,000 shares per year.

Method of inquiry—Initial one of the two
statements below to indicate whether you
will make inquiries of the system as a *“di-
rect inquirer” or “indirect inguirer.” Direct
inquirers should also indicate whether they

will use multiple access stations and/or the"

prompt confirmation service. These usage op-
tions and the charges related to each are
oytlined in the “description of the system.”

Direct inquirer: Beginning Janusary 2,
1978, we will make inquiries of the system

directly. We agree to pay to the designee the -

annual registration fees of $18 for each pri-

maory 4 an fnr sanh onnonAd
mary access station and $0 for sach sceond-

ary access station. We also agree to pay the
advance quarterly usage charges and the
one-time assessment for system development
costs approved by the Commission and out-
lined in the “Description of the System,”
which is appended to SEC Release. No.
S,

Direct inquirers should use the boxes be-
low to indicate the number of stations they
will use to make inquiries to the system. Xf
these boxes are not filled, it will be presumed
that there will be 1 primary and no second-
ary access stations, the mandatory mini-
mum.

[0 Number of primary access stations.

[:l Number of secondary access stations.

Direct uxquuerb that wish to have the
prompt written confirmation service should
check the block below:

[T We wish to have the prompt written
confirmation service as outlined in the “De-
scription of the System.” We agree to pay
$16 per quarter for this service.

We agree to pay amounts equal to all
sales, use and excise taxes, or other taxes
which may be levied upon or in connection
with the furnishing of the facilities or serv-
ice of the system.

Terms: All fees are due and payable with-
in ten days of date of invoicing.

Indirect inquirer: We have made arrange-
ments with

(Name of direct inquirer)

who will make inquiries of the system on
our behalf. We are aware that we will re-
ceive no direct confirmations from the des-
ignee and that the institution that makes
inquiries for us may pass through to us
the costs of using the system on our behalf
as well as additional service charges.

We understand that the Lost, Stolen,
Missing, and Counterfeit Securities Informa-
tion System will operate as a one-year pilot
program. In addition to making reports and
inquiries to the designee, we will take all
other steps necessary for reporting to the
appropriate instrumentality and law enforce-
ment agencles information relating to lost,
stolen, missing, and counterfeit securities.

The designee will perform its work in a
businesslike manner and in accordance with
reasonable standards of care. The designee
does not, however, guarantee the accuracy of
any information contained in the records of
the system or of the responses to inquiries
concerning lost, stolen, missing, or counter-
feit securilies furnished by it. The designee
shall not be liable for any unintentional de-
lays, inaccuracies, errors, or omissions in said
responses or for any damages arising there-
from or occasioned thereby. The designee
shall not be liable for non-performance or
interruption of services due to fire, storms,

12, 1977
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strikes, labor disputes, or any cause beyond

1ts control or due to the act or omission of

any other person, firm, or corporation.
Authorized signature(s) :

(Title)
Dated: ccccvemmmnnomcenun.

Please sign and return this registration
form to the Securities Information Center,
Inc., the Commission’s designee, at P.O. Box
431, Wellesley Hills, Mass. 02181, by Septem-
ber 23, 1977. The Securities Information
Center will send to all direct inquirers by
October 3, 1977, further information on how
to access the system.

[FR Doc.77-23188 Filed 2-11-77;8:45 am]
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NOTICE TO MEMBERS: 77-27
Notices to Member ould ibeg

o
-~

NAS D retained for future reference.

NATIONAL ASSOCiATION OF SECURITIES DEALERS, INC.

1735 K STREET NORTHWEST ¢ WASHINGTON D.C. 20006

August 30, 1977

MEMORANDUM

TO: All NASD Members

RE: Amendments to the Securities Investor Protection Act of 1970

On August 1, 1977, the Association appeared before the Subcom-
mittee on Consumer Protection and Finance of the House Committee on
Interstate and Foreign Commerce concerning H.R. 8331 - the Securities
Investor Protection Act Amendments of 1977. That bill would amend the
Securities Investor Protection Act of 1970 (SIPC Act). H.R. 8331 was
first introduced in the last Congress but it did not pass. It is designed
to expedite procedures for handling SIPC trusteeships, and to eliminate
certain exclusions in the Act for members effecting transactions in
mutual funds and variable annuities and providing investment advisory
services. Other portions of the bill would modify the maximum amounts
SIPC may advance to satisfy claims, provide SIPC with the authority to
require display of the SIPC Jogo, and redefine certain terms so as to
change the basis of assessment of SIPC members. The amendments are
the result of recommendations by a Special Task Force formed by Chair-
man Owens of SIPC in late 1973 to consider amendments to the original
SIPC Act. Overall, the bill is designed to, and will, enable SIPC to
expedite settling customers' claims for their funds and securities in the
event of the business failure of a broker/dealer. In this respect, the bill
is most helpful and appears to have the support of virtually the entire
industry.

At the hearings, the Association supported the bill, as it did
previously, with several major exceptions which are de scribed herein.
The Association's most fundamental objection concerned the proposed
elimination of the present exclusions for mutual funds, variable annu-
ities and investment advisory services from the coverage of the SIPC
Act. We objected most strongly to the proposed elimination of the



present exclusion from SIPC membership for those broker/dealers
engaged exclusively in the distribution of mutual funds and variable
annuities, as well as those engaged in the business of rendering
investment advisory services in respect to variable annuities and
mutual funds, and to the elimination of the exclusion from assessable
gross income of SIPC members of revenues derived from those sources.
Since the inception of the SIPC Act in 1970, we have been informed that
only .41% of all SIPC disbursements were paid to customers for losses
relating to mutual fund transactions. These small losses must be
compared to the huge additional assessment on the industry which

would result if these exclusions are eliminated. We noted that as of

the end of 1974, losses resulting from the sale of mutual funds amounted
to $170, 000, while additional assessments would have amounted to
$5,395,209. As of now, these losses amount to only $190, 000 and addi-
tional assessments, if mutual fund distributors had been subject to the
Act, would have been another approximately three million dollars.

The Association also objected to a portion of the bill which would
give SIPC the power to provide for the mandatory display of the official
SIPC symbol in members' offices and in certain advertising because we
believe that the determination to do so should be discretionary with the
member. Finally, the NASD objected to a proposed modification from
last year's bill of the maximum amount SIPC may advance to satisfy cash
claims as distinct from a claim for securities. Last year's version of
the bill, with which the NASD agreed, would have raised the amount to
$40, 000; however, the present version of the bill would leave the current
amount of $20, 000 unchanged. Since the maximum amount of advances
in liquidation proceedings is to be doubled from $50, 000 to $100, 000,
we believe that allowing only $20, 000 for cash claims is unfairly dispro-
portionate to those public customers who may lose cash instead of
securities. We, therefore, urge that this amount be raised to $40, 000.
Such would also make SIPC coverage consistent with that of the Federal
Deposit Insurance Corporation and the Federal Savings and Loan
Insurance Corporation.

Besides these specific objections, the NASD also questioned
certain proposed modifications of definitions presently contained in the
Act. These proposals include a redefinition of the term ''Consolidated
Group'' which would require that gross revenues from the securities
business of a parent of a broker/dealer or an entity under common
control with a broker/de aler, be subject to the same assessments as
the broker/dealer, and a proposed redefinition of the term ''security"
which would eliminate the exclusion of money market instruments from
the gross revenue assessment. We stated that based upon the information
available to us, the reasons for these changes were unclear.



We believe that these amendments will have a serious effect
on the Association's membership and hereby encourage all members to
express their views to the members of the Subcommittee on Consumer
Protection and Finance which will be acting upon this bill in the near future.
The Subcommittee's address is Room 3161, House Office Building No. 2,
Washington, D.C. 20515, and their Direct Dial number is 202-225-7790,

Bob Eckhardt (Texas), Room 1741, Longworth House
Chairman Office Building
Phone: 202-225-4901

Robert Krueger (Texas) Room 127, Cannon House
: - Office Building
Phone 202-225-4236

Charles J, Carney (Ohio) Room 2236, Rayburn House
Office Building
Phone: 202-225-5261

James H, Scheuer Room 2402, Rayburn House
(New York) Office Building
Phone: 202-225-5471

Thomas A, Luken (Ohio) Room 1131, Longworth House
Office Building
Phone: 202-225-2216

James T, Broyhill Room 2227, Longworth House
(North Carolina) Office Building
Phone: 202-225-2576

Matthew J, Rinaldo Room 314, Cannon House

(New York) Office Building
Phone: 202-225-5361
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