>
GPO,

13378

Federal Register/Vol. 67, No. 56/Friday, March 22, 2002/ Notices

requirements are reflected in the
information collection requirements
applicable to those provisions for all
registered funds.

The Commission believes that one
fund is registered under rule 7d—1 and
currently active. Apart from
requirements under the Act applicable
to all registered funds, rule 7d—1
imposes ongoing burdens to maintain
records in the United States, and to
update, as necessary, the foreign fund’s
list of affiliated persons. The
Commission staff estimates that the rule
requires a total of three responses each
year. The staff estimates that a
respondent would make two responses
each year under the rule, one response
to maintain records in the United States
and one response to update its list of
affiliated persons. The Commission staff
further estimates that a respondent’s
investment adviser would make one
response each year under the rule to
maintain records in the United States.
Commission staff estimates that each
recordkeeping response would require
6.25 hours each of secretarial and
compliance clerk time at a cost of
$13.48 and $12.77 per hour,
respectively, and the response to update
the list of affiliated persons would
require 0.25 hours of secretarial time,
for a total annual burden of 25.25 hours
at a cost of $331.49. The estimated
number of 25.25 burden hours is
identical to the current allocation.

If a foreign fund were to file an
application under the rule, the
Commission estimates that the rule
would impose initial information
collection burdens (for filing an
application, preparing the specified
charter, bylaw, and contract provisions,
designations of agents for service of
process, and an initial list of affiliated
persons, and establishing a means of
keeping records in the United States) of
approximately 90 hours for the fund and
its associated persons. The Commission
is not including these hours in its
calculation of the annual burden
because no fund has applied under rule
7d—1 to register under the Act in the last
three years.

After registration, a foreign fund may
file a supplemental application seeking
special relief designed for the fund’s
particular circumstances. Because rule
7d-1 does not mandate these
applications and the fund determines
whether to submit an application, the
Commission has not allocated any
burden hours for these applications.

These estimates of average burden
hours are made solely for the purposes
of the Paperwork Reduction Act. The
estimate is not derived from a

comprehensive or even a representative
survey or study of Commission rules.

The Commission believes that the
active registrant and its associated
persons may spend (excluding the cost
of burden hours) approximately $540
per year in maintaining records in the
United States. These estimated costs
include fees for a custodian or other
agent to retain records, storage costs,
and the costs of transmitting records.

If a Canadian or other foreign fund in
the future applied to register under the
Act under rule 7d-1, the fund initially
might have capital and start-up costs
(not including hourly burdens) of an
estimated $17,280 to comply with the
rule’s initial information collection
requirements. These costs include legal
and processing-related fees for
preparing the required documentation
(such as the application, charter, bylaw,
and contract provisions), designations
for service of process, and the list of
affiliated persons. Other related costs
would include fees for establishing
arrangements with a custodian or other
agent for maintaining records in the
United States, copying and
transportation costs for records, and the
costs of purchasing or leasing computer
equipment, software, or other record
storage equipment for records
maintained in electronic or
photographic form.

The Commission expects that a
foreign fund and its sponsors would
incur these costs immediately, and that
the annualized cost of the expenditures
would be $17,280 in the first year. Some
expenditures might involve capital
improvements, such as computer
equipment, having expected useful lives
for which annualized figures beyond the
first year would be meaningful. These
annualized figures are not provided,
however, because, in most cases, the
expenses would be incurred
immediately rather than on an annual
basis. The Commission is not including
these costs in its calculation of the
annualized capital/start-up costs
because no investment company has
applied under rule 7d—1 to register
under the Act pursuant to rule 7d-1 in
the last three years.

These estimates of average costs are
made solely for the purposes of the
Paperwork Reduction Act. The estimate
is not derived from a comprehensive or
even a representative survey or study of
the costs of Commission rules.

An agency may not conduct or
sponsor, and a person is not required to
respond to, a collection of information
unless it displays a currently valid OMB
control number.

Please direct general comments
regarding the above information to the

following persons: (i) Desk Officer for
the Securities and Exchange
Commission, Office of Information and
Regulatory Affairs, Office of
Management and Budget, New
Executive Office Building, Washington,
DC 20503; and (ii) Michael E. Bartell,
Associate Executive Director, Office of
Information Technology, Securities and
Exchange Commission, Mail Stop 04,
450 5th Street, NW., Washington, DC
20549. Comments must be submitted to
OMB within 30 days of this notice.

Dated: March 15, 2002.
Margaret H. McFarland,
Deputy Secretary.
[FR Doc. 02-6934 Filed 3—21-02; 8:45 am]
BILLING CODE 8010-01-P

SECURITIES AND EXCHANGE
COMMISSION

Sunshine Act Meeting Notice

Notice is hereby given, pursuant to
the provisions of the Government in the
Sunshine Act, Pub. L. 94-409, that the
Securities and Exchange Commission
will hold the following additional
meeting during the week of March 18,
2002: an additional closed meeting will
be held on Friday, March 22, 2002, at
11:00 a.m.

Commissioner Hunt, as duty officer,
determined that no earlier notice thereof
was possible.

Commissioners, Counsel to the
Commissioners, the Secretary to the
Commission, and recording secretaries
will attend the closed meeting. Certain
staff members who have an interest in
the matters may also be present.

The General Counsel of the
Commission, or his designee, has
certified that, in his opinion, one or
more of the exemptions set forth in 5
U.S.C. 552b(c)(3), (5), (7), (9)(B), and
(10) and 17 CFR 200.402(a)(3), (5), (7),
9(ii) and (10), permit consideration of
the scheduled matters at the closed
meeting.

The subject matters of the closed
meeting scheduled for Friday, March 22,
2002, are: formal order of private
investigation; institution and settlement
of injunctive actions; and institution
and settlement of administrative
proceedings of an enforcement nature.

At times, changes in Commission
priorities require alterations in the
scheduling of meeting items. For further
information and to ascertain what, if
any, matters have been added, deleted
or postponed, please contact: The Office
of the Secretary at (202) 942-7070.
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Dated: March 19, 2002.
Jonathan G. Katz,
Secretary.
[FR Doc. 02-7032 Filed 3-19-02; 4:26 pm]
BILLING CODE 8010-01-P

SECURITIES AND EXCHANGE
COMMISSION

[Release No. 34-45566; File No. SR-Amex—
2001-68]

Self-Regulatory Organizations; Order
Approving a Proposed Rule Change by
the American Stock Exchange LLC to
Adopt Sanctioning Guidelines for
Violations of the Exchange’s Order
Handling Rules

March 15, 2002.

I. Introduction

On September 4, 2001, the American
Stock Exchange LLC (“Amex” or
“Exchange”) filed with the Securities
and Exchange Commission (“SEC” or
“Commission”), pursuant to Section
19(b)(1) of the Securities Exchange Act
of 1934 (““Act”),! and Rule 19b—4
thereunder,? a proposed rule change to
adopt sanctioning guidelines for
violations of its options order handling
rules.3 The proposed rule change was
published for comment in the Federal
Register on February 13, 2002.4 No
comments were received on the
proposed rule change. This order
approves the proposed rule change.

II. Description of the Proposal

The Exchange proposes to adopt
sanctioning guidelines for violations of
its options rules related to firm quotes
(Exchange Rule 958A), limit order
display (Exchange Rule 958A),5 priority,
parity, and precedence (Exchange Rules
111, 126, 155, 950, and 958),6 and trade

115 U.S.C. 78s(b)(1).

217 CFR 240.19b—4.

3 The Exchange filed this proposed rule change
pursuant to the provisions of Section IV.B.i of the
Commission’s September 11, 2000 Order Instituting
Public Administrative Proceedings Pursuant to
Section 19(h)(1) of the Act, which required the
Exchange to adopt rules establishing, or modifying
existing, sanctioning guidelines such that they are
reasonably designed to effectively enforce
compliance with options order handling rules. See
Securities Exchange Act Release No. 43268
(September 11, 2000), Administrative Proceeding
File No. 3-10282 (“‘Order”).

4 See Securities Exchange Act Release No. 45412
(February 7, 2002), 67 FR 6777.

5The Exchange has an option limit order display
rule filing pending with the Commission. See SR—
Amex-00-27.

6 According to the Exchange, it does not have an
explicit definition of its members’ obligation of
“best execution” owed to its customer. The
Exchange states that its rules regarding firm quotes,
limit order display, priority, parity and precedence,
however, collectively define the obligations of

reporting (Exchange Rule 992). The
Exchange also proposes to adopt
sanction guidelines for its rule regarding
anti-competitive behavior and
harassment (Exchange Rule 16).

The Exchange has developed the
proposed sanction guidelines for use by
the various bodies adjudicating
disciplinary matters in determining
appropriate sanctions.” These bodies
include Disciplinary Panels, the Amex
Adjudicatory Council and the Amex
Board of Governors (“Adjudicators”).
The proposed guidelines provide both a
range of fines as well as non-monetary
sanctions that could be assessed against
offending members. Fine amounts
would differ depending on the number
of disciplinary actions that have been
brought by the Exchange against the
particular member or member
organization.8 The proposed guidelines
would also allow for non-monetary
sanctions such as suspension,
expulsion, or other sanctions in
egregious cases. The guidelines may
also be used by parties to a disciplinary
action in entering into a stipulation of
facts and consent to penalty.

The proposed sanction guidelines
contain an introductory section that
explains the overall purpose of the
guidelines and sets forth general
principles that apply to all sanctions
determinations. The proposed
introductory section also includes
principal considerations for determining
sanctions that may be considered as
aggravating or mitigating factors. The
proposed sanctioning guidelines contain
individual guidelines that provide
specific monetary and non-monetary
sanctions generally applicable to the
violations at issue and list additional
principal considerations for the specific
violations.

III1. Discussion

After careful review, the Commission
finds that the proposed rule change is
consistent with the requirements of the

members with respect to orders and, therefore,
embody the concept of best execution.

7 The Exchange submitted to the Commission a
letter, for which it requested confidential treatment,
proposing how its regulatory staff would aggregate
violations of the order handling rules, where the
violations are identified through the Exchange’s
automated surveillance system. See letter from
Richard T. Chase, Executive Vice President, Amex,
to John McCarthy, Associate Director, Office of
Compliance, Inspections and Examinations,
Commission, dated December 24, 2001.

8 When determining whether an action is the first
disciplinary action, the Adjudicators would
consider disciplinary actions with respect to
violative conduct that occurred within the two
years prior to the misconduct at issue. Recent acts
of similar misconduct may be considered to be
aggravating factors. For purposes of the proposed
rule change, this two year look back provision
would apply on a rolling basis.

Act and the rules and regulations
thereunder applicable to a national
securities exchange.® In particular, the
Commission believes that the proposed
rule change is consistent with Section
6(b)(5) of the Act,10 which requires,
among other things, that the rules of an
exchange be designed to promote just
and equitable principles of trade, to
remove impediments to and perfect the
mechanism of a free and open market,
and to protect investors and the public
interest. The Commission also finds that
the proposed rule change is consistent
with Section 6(b)(6) of the Act,1! which
requires that the rules of an exchange
provide that its members be
appropriately disciplined for violations
of exchange rules, the Act, and rules
and regulations thereunder, by
expulsion, suspension, limitation of
activities, functions, and operations,
fine, censure, being suspended or barred
from being associated with a member, or
any other fitting sanction.

Moreover, the Commission notes that
the Exchange submitted a letter, for
which it requested confidential
treatment, proposing how its regulatory
staff would aggregate violations of the
order handling rules, where such
violations are identified through the
Exchange’s automated surveillance
systems.12 The Commission believes
that the compliance thresholds
proposed in this letter provide a
reasonable first step and should assist
the Exchange in disciplining its
members for violations of the
Exchange’s order handling rules. The
Commission expects, however, that as
compliance rates improve, the Exchange
will adjust the compliance thresholds
accordingly. Consequently, the
Commission’s approval of the proposed
rule change is contingent on the
Exchange providing notice to the
Commission’s Office of Compliance
Inspections and Examinations of any
future changes to this letter, and to any
other sanctioning guidelines not
codified in the Exchange’s rules.

At this time, the Commission believes
the proposed sanctioning guidelines are
reasonably designed to effectively
enforce compliance with the options
order handling rules. Nevertheless, the
Commission expects the Exchange to

9In approving this proposed rule change, the
Commission has considered the proposed rule’s
impact on efficiency, competition, and capital
formation. 15 U.S.C. 78c(f).

1015 U.S.C. 78f(b)(5).

1115 U.S.C. 78f(b)(6).

12 See supra note 7.
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