§240.17Ad-2

(h) A business day is any day during
which the transfer agent is normally
open for business and excludes Satur-
days, Sundays, and legal holidays, or
other holidays normally observed by
the transfer agent.

(i) An item is routine if it does not (1)
require requisitioning certificates of an
issue for which the transfer agent,
under the terms of its agency, does not
maintain a supply of certificates; (2)
include a certificate as to which the
transfer agent has received notice of a
stop order, adverse claim, or any other
restriction on transfer; (3) require any
additional certificates, documentation,
instructions, assignments, guarantees,
endorsements, explanations, or opin-
ions of counsel before transfer may be
effected; (4) require review of sup-
porting documentation other than as-
signments, endorsements or stock pow-
ers, certified corporate resolutions, sig-
nature, or other common and ordinary
guarantees, or appropriate tax, or tax
waivers; (5) involve a transfer in con-
nection with a reorganization, tender
offer, exchange, redemption, or liquida-
tion; (6) include a warrant, right, or
convertible security presented for
transfer of record ownership within
five business days before any day upon
which exercise or conversion privileges
lapse or change; (7) include a warrant,
right, or convertible security presented
for exercise or conversion; or (8) in-
clude a security of an issue which with-
in the previous 15 business days was of-
fered to the public, pursuant to a reg-
istration statement effective under the
Securities Act of 1933, in an offering
not of a continuing nature.

(j) The term depository-eligible securi-
ties issue means an issue of securities
that is eligible for deposit at any secu-
rities depository that is registered with
the Commission under the Securities
Exchange Act of 1934 as a clearing
agency.

(Secs. 2, 17, 17A and 23(a) (15 U.S.C. 78b, 78q,
78q-1 and 78w(a)); secs. 3, 1TA and 23(a), 15
U.S.C. 78c, 78q-1 and 78w(a))

[42 FR 32411, June 24, 1977, as amended at 49
FR 40575, Oct. 17, 1984; 51 FR 36551, Oct. 14,
1986]
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§240.17Ad-2 Turnaround, processing,
and forwarding of items.

(a) Every registered transfer agent
(except when acting as an outside reg-
istrar) shall turnaround within three
business days of receipt at least 90 per-
cent of all routine items received for
transfer during a month. For the pur-
poses of this paragraph, items received
at or before noon on a business day
shall be deemed to have been received
at noon on that day, and items re-
ceived after noon on a business day or
received on a day not a business day
shall be deemed to have been received
at noon on the next business day.

(b) Every registered transfer agent
acting as an outside registrar shall
process at least 90 percent of all items
received during a month (1) by the
opening of business on the next busi-
ness day, in the case of items received
at or before noon on a business day,
and (2) by noon of the next business
day, in the case of items received after
noon on a business day. For the pur-
poses of paragraphs (b) and (d) of this
section, ‘‘items received’ shall not in-
clude any item enumerated in
§240.17Ad-1(1) (5), (6), (7), or (8) or any
item which is not accompanied by a
debit or cancelled certificate. For the
purposes of this paragraph, items re-
ceived on a day not a business day
shall be deemed to have been received
before noon on the next business day.

(c) Any registered transfer agent
which fails to comply with paragraph
(a) of this section with respect to any
month shall, within ten business days
following the end of such month, file
with the Commission and the transfer
agent’s appropriate regulatory agency,
if it is not the Commission, a written
notice in accordance with paragraph
(h) of this section. Such notice shall
state the number of routine items and
the number of non-routine items re-
ceived for transfer during the month,
the number of routine items which the
registered transfer agent failed to turn-
around in accordance with the require-
ments of paragraph (a) of this section,
the percentage that such routine items
represent of all routine items received
during the month, the reasons for such
failure, the steps which have been
taken, are being taken or will be taken
to prevent a future failure and the
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number of routine items, aged in incre-
ments of one business day, which as of
the close of business on the last busi-
ness day of the month have been in its
possession for more than four business
days and have not been turned around.

(d) Any registered transfer agent
which fails to comply with paragraph
(b) of this section with respect to any
month shall, within ten business days
following the end of such month, file
with the Commission and the transfer
agent’s appropriate regulatory agency,
if it is not the Commission, a written
notice in accordance with paragraph
(h) of this section. Such notice shall
state the number of items received for
processing during the month, the num-
ber of items which the registered trans-
fer agent failed to process in accord-
ance with the requirements of para-
graph (b) of this section, the percent-
age that such items represent of all
items received during the month, the
reasons for such failure and the steps
which have been taken, are being taken
or will be taken to prevent a future
failure and the number of items which
as of the close of business on the last
business day of the month have been in
the transfer agent’s possession for
more than the time allowed for proc-
essing and have not been processed.

(e)(1) Except as provided in paragraph
(e)(2) of this section, all routine items
not turned around within three busi-
ness days of receipt as required by
paragraph (a) of this section and all
items not processed within the periods
required by paragraph (b) of this sec-
tion shall be turned around promptly,
and all nonroutine items shall receive
diligent and continuous attention and
shall be turned around as soon as pos-
sible.

(2) A transfer agent that is exempt
under §240.17Ad-4(b) and that has re-
ceived 30 days notice of depository-eli-
gibility of an issue for which it per-
forms transfer agent functions shall
turnaround ninety percent of all rou-
tine items received during a month
within five business days of receipt.
Such transfer agent shall devote dili-
gent and continuous attention to the
remaining ten percent of routine items
and shall turnaround these items as
soon as possible.

§240.17Ad-3

(f) A registered transfer agent which
receives items at locations other than
the premises at which it performs
transfer agent functions shall have ap-
propriate procedures to assure, and
shall assure, that items are forwarded
to such premises promptly.

(g) A registered transfer agent which
receives processed items from an out-
side registrar shall have appropriate
procedures to assure, and shall assure,
that such items are made available
promptly to the presentor.

(h) Any notice required by this sec-
tion or §240.17Ad-4 shall be filed as fol-
lows:

(1) Any notice required to be filed
with the Commission shall be filed in
triplicate with the principal office of
the Commission in Washington, DC
20549 and, in the case of a registered
transfer agent for which the Commis-
sion is the appropriate regulatory
agency, an additional copy shall be
filed with the Regional or District Of-
fice of the Commission for the region
or district in which the registered
transfer agent has its principal office
for transfer agent activities.

(2) Any notice required to be filed
with the Comptroller of the Currency
shall be filed with the Office of the
Comptroller of the Currency, Adminis-
trator of National Banks, Washington,
DC 20219.

(3) Any notice required to be filed
with the Board of Governors of the
Federal Reserve System shall be filed
with the Board of Governors of the
Federal Reserve System, Washington,
DC 20251 and with the Federal Reserve
Bank of the district in which the reg-
istered transfer agent’s principal bank-
ing operations are conducted.

(4) Any notice required to be filed
with the Federal Deposit Insurance
Corporation shall be filed with the Fed-
eral Deposit Insurance Corporation,
Washington, DC 20429.

(Secs. 2, 17, 17A and 23(a) (15 U.S.C. 78b, 78q,
78q-1 and 78w(a)); secs. 3, 1TA and 23(a), 15
U.S.C. 78c, 78q-1, and 78w(a))

[42 FR 32412, June 24, 1977, as amended at 49
FR 40575, Oct. 17, 1984; 59 FR 5946, Feb. 9,
1994]

§240.17Ad-3 Limitations on expansion.

(a) Any registered transfer agent
which is required to file any notice
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