FR Doc E6-6249 Page 1 of 4

[ Federal Register: April 26, 2006 (Volune 71, Nunber 80)]

[ Noti ces]

[ Page 24770-24771]

Fromthe Federal Register Online via GPO Access [wai s.access. gpo. gov]
[ DOCI D: f r 26ap06- 131]

SECURI TI ES AND EXCHANGE COWM SSI ON

[ Rel ease No. 34-53679; File No. SR-DTC-2006-05]

Sel f -Regul atory Organi zati ons; The Depository Trust Conpany;

Notice of Filing and | nedi ate Effectiveness of Proposed Rul e Change To
Provide Centralized Billing Process Relating to the Profile

Modi fication Systemin DRS

April 19, 2006.

Pursuant to Section 19(b)(1) of the Securities Exchange Act of 1934
(" Act'"),\1\ notice is hereby given that on February 17, 2006, The
Depository Trust Conmpany (°"DTC ') filed with the Securities and
Exchange Conmi ssion (" Conmission'') the proposed rule change descri bed
inltens I, Il, and |11 below, which itens have been prepared primarily
by DTC. DTC filed pursuant to Section 19(b)(3)(A)(iii) and Rule 19b-
4(f)(4) thereunder so that the proposed rule change was effective upon
filing with the Conmission.\2\ The Conmission is publishing this notice
to solicit comments on the proposed rule change frominterested
parties.

\1\ 15 U.S.C. 78s(b)(1).
\2\ 15 U.S.C. 78s(b)(3)(A)(iii) and 17 CFR 240.19(b)(4).

I. Self-Regulatory Organi zation's Statenment of the Ternms of Substance
of the Proposed Rul e Change

The purpose of the proposed rule change is to provide a centralized
billing process for fees related to certain transactions in the Profile
Modi fication System (" "Profile'') facility of the Direct Registration
System (" "DRS'').

Il. Self-Regulatory Organi zation's Statement of the Purpose of, and
Statutory Basis for, the Proposed Rul e Change

Inits filing with the Comm ssion, DTC included statenents
concerning the purpose of and basis for the proposed rule change and
di scussed any comments it received on the proposed rul e change. The
text of these statenents may be examined at the places specified in
Item |V below. DTC has prepared sunmaries, set forth in sections (A,
(B), and (C) below, of the nost significant aspects of these
statenents. \ 3\

\'3\ The Conmi ssion has nmodified the text of the summaries
prepared by the DTC.

(A) Self-Regulatory Organization's Statenent of the Purpose of, and
Statutory Basis for, the Proposed Rul e Change

In 1996 through the efforts of a joint industry working comittee,
DTC (1) Established procedures for DRS that enabled an investor to
transfer his securities positions registered in his name and held in
book-entry formon the records of the issuer maintained by the transfer
agent to his broker-dealer to be held in street nane at DIC and vice
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versa and (2) established a new category of participants, DRS limted
participants, which authorized qualifying transfer agents to use
certain services of DICrelated to DRS.\4\ In 2000, DTC enhanced its
DRS facility by inplenenting Profile as a feature of DRS.\5\ Profile is
an el ectroni ¢ nessaging systemthat allows a DTC participant or a DRS
limted participant (i.e., a transfer agent) to send instructions to
transfer investors' book-entry position fromone to the other.

\4\ Securities Exchange Act Rel ease No. 37931 (November 7,
1996), 61 FR 58600 (November 15, 1996), [File No. SR-DIC 96-15].

\5\ Securities Exchange Act Rel ease No. 42704 (April 19, 2000),
65 FR 24242 (April 25, 2000), [File No. SR DTG 00-04].

When a DTC participant uses Profile to send instructions to a
transfer agent in order to transfer an investor's book-entry positions
fromthe transfer agent to the broker-dealer's account at DIC, a DIC
participant nust enter certain identifying criteria of the investor
into Profile. If the submtted identifying criteria does not match the
i nformation

[[Page 24771]]

the DRS limited participant has on its securityhol der records, the
result is a ~“Profile reject,'' which in many cases results in a fee
bei ng assessed by the DRS limted participant to the DTC partici pant.
Currently these fees are assessed and collected by DRS |imted

partici pants outside of the auspices of DIC. The manual processing of
these fees is a costly and | abor-intensive process for both DTC
participants and DRS limited participant. In order to nmake this process
nore efficient and cost effective, DTC participants and DRS linited

partici pants have asked DTC to centralize the billing and collection
process for Profile reject fees.
Accordi ngly, DTC proposes a centralized process for the billing and

collection of such reject fees.\6\ Participation in the centralized
billing process will be voluntary for both DTC partici pants and DRS
limted participants. A fee schedule for Profile reject fees will be
supplied by each DRS limted participant at the tine of its enroll ment
and can be changed by providing DTC with notice of fee changes no |ater
than 60 cal endar days prior to such change taking effect. DTC will
permit only one fee increase in any 24 nonth period. DIC participants
that join the programmay elect to opt out of participating with one or

nore DRS limted participants at the tinme they enroll in the
centralized billing programor at any time after enroll ment. Reject
fees will appear on DTC participants' nonthly billing statements, and

the appropriate fees will be credited to the respective DRS |imted
participant's account.

\6\ DTC has the authority under its rules to collect fromits
participants fees and charges fromthird parties. See Securities
Exchange Act Rel ease No. 51870 (June 17, 2005), 70 FR 36678 (June
24, 2005) [File No. SR-DTC 2005-03].

DTC will not take part in any dispute between a DRS linmited
participant and a DTC participant relating to assessed fees. If a
di spute is brought to the attention of DIC and cannot be resol ved by
the two parties, DIC will reverse the charge in the next billing
cycle,\7\ and the two parties will have to work outside of the billing
system and DTC to resolve the dispute. Along with the billing
statenents, DIC will supply to both DTC participants and DRS |imited
participants a full report listing each instruction that generated the
reject, date of reject, and reason for the reject. To offset the cost
of building and maintaining the centralized billing process, DIC wll
assess each DRS linmted participant a fee equal to 5% of the total fees
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collected through the Profile centralized billing process each nonth
for that DRS |inmited participant.

DTC bel i eves that the proposed rule change is consistent with the
requirements of Section 17A of the Act \8\ and the rules and
regul ati ons thereunder applicable to DTC because it will pronote
efficiencies for DIC participants and DRS linited participants using
Profile and DRS services generally.

(B) Self-Regulatory Organization's Statement on Burden on Conpetition

DTC does not believe that the proposed rule change will inpose any
burden on conpetition that is not necessary or appropriate in
furtherance of the purposes of the Act.

(O Self-Regulatory Organization's Statenent on Conments on the
Proposed Rul e Change Received From Menmbers, Participants, or QGthers

No witten comments relating to the proposed rul e change have been
solicited or received. DTC will notify the Commi ssion of any witten
comments received by the DIC

I1'l. Date of Effectiveness of the Proposed Rul e Change and Timng for
Conmi ssi on Action

The foregoing rul e change has become effective upon filing pursuant
to Section 19(b)(3)(A)(iii) of the Act \9\ and Rule 19b-4(f)(4) \10\
t hereunder because it is effecting a change in an existing service of a
regi stered clearing agency that does not adversely affect the
saf eguardi ng of securities or funds in the custody or control of the
clearing agency or for which it is responsible and does not
significantly affect the respective rights or obligations of the
cl earing agency or persons using the service. At any time within sixty
days of the filing of such rule change, the Comm ssion could have
sunmarily abrogated such rule change if it appeared to the Conmi ssion
that such action were necessary or appropriate in the public interest,
for the protection of investors, or otherwi se in furtherance of the
pur poses of the Act.

\9\ 15 U.S.C. 78s(b)(3)(A)(iii).
\10\ 17 CFR 240.19b-4(f)(4).

IV. Solicitation of Comments

Interested persons are invited to subnmit witten data, views, and
argument s concerning the foregoing, including whether the proposed rule
change is consistent with the Act. Corments may be subnmitted by any of
the foll owi ng nmet hods:

El ectroni c Comments

Use the Conmission's Internet coment form (hitp://frwebgate access. gpo.gov/cgi-bin/leavi
) or Send an e-mail to rule-coment s@ec. gov. Pl ease include

Fil e Nunber SR-DTC-2006-05 on the subject |ine.

Paper Coments
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Send paper comments in triplicate to Nancy M Morri s,
Secretary, Securities and Exchange Conm ssion, 100 F Street, NE. ,
Washi ngt on, DC 20549-1090.

Al'l subm ssions should refer to File Number SR DIC-2006-05. This file
nunber shoul d be included on the subject line if e-mail is used. To
hel p the Conmmi ssion process and review your comments nore efficiently,
pl ease use only one nmethod. The Commission will post all comrents on

the Conmission's Internet Wb site (http://frwebgate. access. gpo.gov/cgi-bin/leaving. cgi?fromel

). Copies of the subm ssion, all subsequent anendnments, all

witten statements with respect to the proposed rul e change that are
filed with the Conmmi ssion, and all witten communications relating to

t he proposed rul e change between the Conm ssion and any person, other
than those that may be withheld fromthe public in accordance with the
provisions of 5 U.S.C. 552, will be available for inspection and
copying in the Conm ssion's Public Reference Section, 100 F Street,

NE., Washington, DC 20549. Copies of such filings also will be

avai |l abl e for inspection and copying at the principal office of DIC and
on DIC s Wb site, . i i?

posted w t hout change; the Conmi ssion does not edit personal
identifying informati on from subm ssions. You should submt only
informati on that you wi sh to nake available publicly. Al subm ssions
shoul d refer to File Number SR-DTC-2006-05 and shoul d be submitted on
or before May 17, 2006.

For the Conmi ssion by the Division of Market Regul ation,
pursuant to del egated authority.\11\

Nancy M Morris,
Secretary.
[FR Doc. E6-6249 Filed 4-25-06; 8:45 anj
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