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Subject:
STA Recommendation For Procedural Change With



Respect to ‘Legal’ Transfers

The Securities Transfer Association, Inc. (“STA”), the trade association for transfer agents, encloses for your information a memorandum of the STA describing a recommendation that the Board of Directors of the STA is making to its members with respect to a procedural change for what is commonly referred to as ‘legal’ transfers of securities.  This procedural change has been through a thorough review by transfer agents as well as members of the brokerage industry, including representatives from the New York Stock Exchange (“NYSE”) and Securities Industry Association (“SIA”).   The STA Board of Directors and the SIA Operations Committee have given their approval of this procedural change for MSP participants and member firms.  Industry participants agree  that this change is an important step to increasing efficiencies and timeliness and reducing costs of securities processing to MSP participants, transfer agents, and investors.
We urge you to carefully read the enclosed memorandum as the new procedure significantly changes the presentment of transfer items from the MSP participant to the transfer agent.  Thank you for your anticipated cooperation in following this procedural change.
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NEW YORK STOCK EXCHANGE, INC. MEDALLION SIGNATURE 
PROGRAM MEMBERS AND SECURITIES TRANSFER ASSOCIATION, INC. PARTICIPATING TRANSFER AGENTS

This memorandum announces a new procedure for STA Transfer Agents and New York Stock Exchange Medallion Signature Program members (collectively, each an “MSP Member” or “MSP Members”) in connection with their handling of certain documents relating to the transfer of securities presented by MSP Members pursuant to an endorsement by, or instruction from, an agent or representative of the legal owner (such as a guardian, executor, trustee, administrator, custodian, or agent representative acting under a power of attorney or some other form of legal authority).

Currently, with respect to all certificates endorsed for transfer or instructions for the transfer of certificated or uncertificated securities presented by an MSP Member to an STA Transfer Agent through the use of a medallion guaranty, the MSP Member guaranties, within the meaning of the Uniform Commercial Code (“UCC”) and NYSE Rule 210, the signature of the person who endorsed the certificate or who signed the instruction and, in so doing, makes certain warranties to the STA Transfer Agent -- namely, that the signature of the person who endorsed the certificate or who signed the instruction was genuine; and that the person who endorsed the certificate or signed the instruction was an “appropriate person” to do so (or, if the signature is by an agent, that the agent had actual authority to act on behalf of the “appropriate person”) and had legal capacity to sign.

In accepting from an MSP Member for transfer an endorsed certificated security or a signed transfer instruction for a certificated or uncertificated security, STA Transfer Agents have always relied upon the MSP Member’s guaranty and the warranties encompassed by such guaranty – whether the endorsement or instruction was signed by the registered owner of the security or an agent or representative of the registered owner.

With respect to endorsements and instructions made by an agent or representative of the registered owner of the security, as part of their “due diligence” in guaranteeing the agent’s or representative’s signature, MSP Members have traditionally assembled the documentation necessary to support their warranties (which documentation is commonly referred to in the industry as “legals”) and have historically, after guaranteeing such person’s signature, forwarded the “legals” to the STA Transfer Agent along with the endorsed certificated security or signed instruction for the certificated or uncertificated security.

MSP Members and STA Transfer Agents have requested that the “legals”, with the exception of Inheritance Tax Waivers where required, should no longer be forwarded to STA Transfer Agents along with the endorsed certificate or the signed instruction for a certificated or uncertificated security.  Elimination of this additional step will enhance the efficiency and timeliness of transfers, reduce costs for both MSP Members and STA Transfer Agents and does not alter or diminish the protections provided to STA Transfer Agents by the MSP Member’s signature guaranty.  This procedural change has the full support of the Securities Transfer Association, which is committed to greater efficiencies in the processing of securities and to elimination of unnecessary paper-flow within the securities market.

On October 12, 2004, a group of STA Transfer Agents and MSP Members will participate in a Pilot program using DTC as coordinator and delivery mechanism.  It is anticipated that the pilot will reach a successful completion during the fourth quarter.  At that time all MSP Members will be invited to participate in the on going process.  Notifications to MSP Members will be made through DTC and the SIA.

Upon successful completion of the Pilot program, STA Transfer Agents will no longer require “legals” (i.e., documentation necessary to support the MSP Member’s signature guaranty of a person who, in connection with a transfer of a security, endorses a certificate or signs an instruction as the agent or representative of the registered owner), with the exception of Inheritance Tax Waivers where required, when receiving delivery of certificates endorsed for transfer by, or instructions for transfer signed by, an agent or representative of the registered owner.  In effecting transfers based on such instructions, STA Transfer Agents will rely only on the warranties represented by the MSP Members medallion guaranty within the meaning of the UCC. 


