FR Doc E7-5351

[ Federal Register: March 23, 2007 (Volune 72, Nunber 56)]

[ Noti ces]

[ Page 13842-13843]

From the Federal Register Online via GPO Access [wai S. access. gpo. gov]
[ DOCI D: fr23nr 07- 134]

SECURI TI ES AND EXCHANGE COWM SSI ON

[ Rel ease No. 34-55488; File No. SR-DTC- 2007-02]

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

Notice of Filing and I nmedi ate Effectiveness of a Proposed Rul e Change
Rel ated to Fees Charged to the CDS d earing and Depository Services,

I nc.

March 19, 2007.

Pursuant to Section 19(b)(1) of the Securities Exchange Act of 1934
("TAct'"),\1\ notice is hereby given that on January 26, 2007, The
Depository Trust Conpany ( "DIC ') filed with the Securities and
Exchange Conmi ssion (" Conmission'') the proposed rule change as
described in Itens I, Il, and Il below, which itens have been prepared
primarily by DTC. The Conmi ssion is publishing this notice to solicit
coments on the proposed rule change frominterested persons.

I. Self-Regulatory Organization's Statenent of the Terns of Substance
of the Proposed Rul e Change

The proposed rul e change woul d pernit DTC, effective February 1,
2007, to cease to charge fees for " Covered Services'' in ~ Qmibus
Accounts'' (as each termis defined below) to the CDS C earing and
Depository Services, Inc. (T°CDS''), fornerly, the Canadi an Depository
for Securities Ltd., in exchange for CDS agreeing not to charge DTC for
such services.\2\

\2\ The National Securities Cearing Corporation (" NSCC ') has
submitted a sinmilar proposed rule change (File No. SR-NSCC 2007-02).

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

Inits filing with the Conmi ssion, DTC included statenents
concerni ng the purpose of and basis for the proposed rul e change and
di scussed any coments it received on the proposed rul e change. The
text of these statenents may be exami ned at the places specified in
Item |V bel ow. DTC has prepared sumaries, set forth in sections (A,
(B), and (C) below, of the npbst significant aspects of such
statenents. \ 3\

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

The purpose of the proposed rule change is to facilitate the

efficient processing of cross-border securities transactions between
the U.S. and Canada. CDS is a participant in both DTC and NSCC. CDS
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hol ds securities in the nane of Cede & Co., DTC s nom nee nane, in one
or nore omi bus accounts at DIC and al so has a cl earance account at
NSCC (collectively the ~°CDS Omi bus Accounts'').\4\

\4\ For purposes of this rule filing, the term " CDS Omi bus
Accounts'' shall not include CDS' s additional accounts established
pursuant to the Miultiple Account Nunber Agreenent, dated Cctober 27,
2006 between CDS and NSCC and the Additional Account Agreenent,
dat ed October 27, 2006 between DTC and CDS.

In 1998, the SEC approved a proposed rule change to allow DTC to
open an omi bus account at CDS thereby creating a two-way DTC CDS
interface.\5\ DICis a participant in CDS and hol ds securities in the
nom nee nanme of CDS & Co., CDS's noninee nane, in one or nore omi bus
accounts in the depository and the settlenent service operated by CDS
(T°CDhSX' ') (T DTC Omi bus Accounts''). The two-way interface allows but
does not require DTC positions in CDS-eligible issues to be held in
DIC s account at CDS. The CDS Omi bus Accounts and the DTC Omi bus
Accounts shall be collectively referred to as the " Omi bus Accounts."''
I'n 2005, the Commi ssion approved a proposed rule change to allow DTC to
operate the Canadi an-Li nk Service, which enables DTC Participants to
clear and settle transactions with CDS Partici pants through an omi bus
account maintai ned by DTC at CDS.\ 6\

\5\ Securities Exchange Act Rel ease No. 40523 (Cctober 6, 1998),
63 FR 54739 (Cctober 13, 1998) (File No. SR-DTC 97-22).

\ 6\ Securities Exchange Act Rel ease No. 52784 (Novenber 16,
2005), 70 FR 70902 (Novenber 23, 2005) [File No. SR-DTC-2005-08].

In order to nore efficiently facilitate cross-border clearance and
settl ement DTC, NSCC and CDS have agreed not to charge each other for
Covered Services \7\ in Omibus Accounts.

\7\ " " Covered Services'' includes such services as: (a)
Messagi ng and conversi on of nessages, (b) clearing, (c) nmonthly
account charges, (d) deliveries/receives, (e) deposits and
wi t hdrawal s, (f) custody, (g) asset servicing (dividends,
reorgani zations), (h) tax services, including U S. and Canadi an tax
wi t hhol di ng, as applicable, and non-U.S. Tax Relief and Foreign
Currency Paynments via the El ective Dividend Service (EDS), (i)
conmuni cati ons/ networking, (j) noney settlement (and roll-up), (k)
reconciliation, and (I) any other services agreed to between DTC,
NSCC and CDS in witing.

Currently, DTC, NSCC, and CDS charge fees in accordance with their
respective standard fee schedul es for securities clearing, settlenent,
and asset servicing in their respective Omibus Accounts in exchange
for CDS no | onger charging DTC and NSCC for simlar services. The
proposed rul e change woul d provide that instead of invoicing each other
each nmonth for services in the Omibus Accounts, DITC and NSCC will no
| onger charge CDS for Covered Services in Omibus Accounts. As npbst of
the activity processed in each of the Omibus Accounts relates to
reci procal services which are charged to DIC, NSCC and CDS respectively
at different rates (e.g., DITC would be charged in accordance with the
standard CDS fee schedul e and vice versa), not charging each other for
Covered Services will ensure that the fees of DTC and CDS are nore
equi tably aligned.

DTC, NSCC, and CDS will continue to charge their respective
participants for activity in the Omibus Accounts.

Thi s proposed rule change is consistent with the requirenents
Section 17A of the Act and the rules and regul ati ons thereunder because
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it recognizes that nost of the activity in the Omibus Accounts
represents the processing of reciprocal activity in simlar services
used by each of the entities which are charged to DTC, NSCC, and CDS at
different rates. As such, it provides for a nore equitable allocation
of fees charged by DTC and NSCC.

[[ Page 13843]]
(B) Self-Regulatory Organization's Statenent on Burden on Conpetition

DTC does not believe that the proposed rul e change woul d have any
i mpact or inmpose any burden on conpetition.

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

Witten coments relating to the proposed rul e change have not yet
been solicited or received. DTC will notify the Conm ssion of any
witten comments recei ved by DTC.

I1l. Date of Effectiveness of the Proposed Rule Change and Tinming for
Conmi ssi on Action

Because the foregoing rule change changes fees charged clearing
menbers by DTC, it has beconme effective pursuant to Section
19(b) (3)(A)(ii) of the Act \8\ and Rule 19b-4(f)(2) \9\ thereunder. At
any tine within sixty days of the filing of the proposed rul e change,
t he Commi ssion may sunmarily abrogate such rule change if it appears to
t he Commi ssion that such action is necessary or appropriate in the
public interest, for the protection of investors, or otherw se in
furtherance of the purposes of the Act.

\8\ 15 U.S.C. 78s(b)(3) (A (ii).
\O\ 17 CFR 240.19b-4(f)(2).

IV. Solicitation of Comments

Interested persons are invited to subnmit witten data, views, and
argunents concerning the foregoing, including whether the proposed rule
change is consistent with the Act. Comments may be subnitted by any of
the follow ng methods:

El ectroni c Comments

Use the Conmission's Internet comment form (http://ww.sec. gov/rul es/sro.shtnl.
) or Send an e-mail to rul e-comments@ec. gov. Please include

Fil e Nunber SR-DTC-2007-02 on the subject I|ine.
Paper Comment s

Send paper conments in triplicate to Nancy M Morris,
Secretary, Securities and Exchange Commission, 100 F Street, NE. ,
Washi ngt on, DC 20549-1090.

Al'l subm ssions should refer to File Nunber SR-DTC 2007-02. This file
nurmber shoul d be included on the subject line if e-mail is used. To
hel p the Conmi ssion process and revi ew your comments nore efficiently,
pl ease use only one nethod. The Commission will post all comments on
the Commission's Internet Wb site (http://ww. sec. gov/rul es/sro.shtm
). Copies of the subm ssion, all subsequent anendnents, all

witten statenments with respect to the proposed rule change that are
filed with the Comm ssion, and all witten comunications relating to
t he proposed rul e change between the Commi ssion and any person, other
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than those that nay be withheld fromthe public in accordance with the
provisions of 5 U S.C. 552, will be available for inspection and
copying in the Conmi ssion's Public Reference Section, 100 F Street,

NE., Washi ngt on, DC 20549. Copies of such filing also will be available
for inspection and copying at the principal office of DIC and on DIC s
Wb site at http://ww.dtc.org.

Al coments received will be posted w thout change; the Commi ssion
does not edit personal identifying information from subm ssions. You
shoul d submit only information that you wi sh to nake avail abl e
publicly. Al subm ssions should refer to File Nunber SR-DTC 2007-02
and should be subnitted on or before April 13, 2007.

For the Conmission, by the Division of Market Regul ation,
pursuant to del egated authority.\10\

Fl orence E. Harnon,
Deputy Secretary.
[FR Doc. E7-5351 Filed 3-22-07; 8:45 anj

Bl LLI NG CCDE 8010-01-P

http://a257.9.akamaitech.net/7/257/2422/01jan20071800/edocket.access.gpo.gov/2007/E7-5351.htm

Page 4 of 4

3/23/2007



