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including any Contract Enhancement
amounts. As a result, the aggregate
asset-based charges assessed will be
higher than those that would be charged
if the Contract owner’s Contract value
did not include any Contract
Enhancement. Jackson National
nonetheless represents that the
Contracts’ fees and charges, in the
aggregate, are reasonable in relation to
service rendered, the expenses expected
to be incurred, and the risks assumed by
Jackson National.
6. Applicants submit that the
provisions for recapture of any Contract
Enhancement under the Contracts do
not violate Sections 2(a)(32) and
27(i)(2)(A) of the Act. Applicants assert
that the application of a Contract
Enhancement to premium payments
made under the Contracts should not
raise any questions as to compliance by
Jackson National with the provisions of
Section 27(i). However, to avoid any
uncertainty as to full compliance with
the Act, Applicants request an
exemption from Sections 2(a)(32) and
27(i)(2)(A), to the extent deemed
necessary, to permit the recapture of any
Contract Enhancement under the
circumstances described in the
Application, without the loss of relief
from Section 27 provided by Section
27(i).
7. Section 22(c) of the Act authorizes
the Commission to make rules and
regulations applicable to registered
investment companies and to principal
underwriters of, and dealers in, the
redeemable securities of any registered
investment company to accomplish the
same purposes as contemplated by
Section 22(a). Rule 22c–1 under the Act
prohibits a registered investment
company issuing an redeemable
security, a person designated in such
issuer’s prospectus as authorized to
consummate transactions in any such
security, and a principal underwriter of,
or dealer in, such security, from selling,
redeeming, or repurchasing any such
security except at a price based on the
current net asset value of such security
which is next computed after receipt of
a tender of such security for redemption
or of an order to purchase or sell such
security.
8. It is possible that someone might
view Jackson National’s recapture of the
Contract Enhancements as resulting in
the redemption of redeemable securities
for a price other than one based on the
current net asset value of the Separate
Accounts. Applicants contend,
however, that the recapture of the
Contract Enhancement does not violate
Rule 22c–1. The recapture of some or all
of the Contract Enhancement does not
involve either of the evils that Rule 22c–
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1 was intended to eliminate or reduce
as far as reasonably practicable, namely:
(i) the dilution of the value of
outstanding redeemable securities of
registered investment companies
through their sale at a price below net
asset value or repurchase at a price
above it; and (ii) other unfair results,
including speculative trading practices.
To effect a recapture of a Contract
Enhancement, Jackson National will
redeem interests in a Contract owner’s
Contract value at a price determined on
the basis of the current net asset value
of the Separate Accounts. The amount
recaputr4ed will be less than or equal to
the amount of the Contract
Enhancement that Jackson National paid
out of its general account assets.
Although Contract owners will be
entitled to retain any investment gains
attributable to the Contract
Enhancement and to bear any
investment losses attributable to the
Contract Enhancement, the amount of
such gains or losses will be determined
on the basis of the current net asset
values of the Separate Accounts. Thus,
no dilution will occur upon the
recapture of the Contract Enhancement.
Applicants also submit that the second
harm that Rule 22c–1 was designed to
address, namely, speculative trading
practices calculated to take advantage of
backward pricing, will not occur as a
result of the recapture of the Contract
Enhancement. Applicants assert that,
because neither of the harms that Rule
22c–1 was meant to address is found in
the recapture of the Contract
Enhancement, Rule 22c–1 should not
apply to any Contract Enhancement.
However, to avoid any uncertainty as to
full compliance with Rule 22c–1,
Applicants request an exemption from
the provisions of Rule 22c–1 to the
extent deemed necessary to permit them
to recapture the Contract Enhancement
under the Contracts.
9. Applicants submit that extending
the requested relief to encompass Future
Contracts and Other/Accounts is
appropriate in the public interest
because it promotes competitiveness in
the variable annuity market by
eliminating the need to file redundant
exemptive applications prior to
introducing new variable annuity
contracts. Applicants assert that
investors would receive no benefit or
additional protection by requiring
Applicants to repeatedly seek exemptive
relief that would present no issues
under the Act not already addressed in
the Application.
Applicants further submit, for the
reasons stated herein, that their
exemptive request meets the standards
set out in Section 6(c) of the Act,
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namely, that the exemptions requested
are necessary or appropriate in the
public interest and consistent with the
protection of investors and the purposes
fairly intended by the policy and
provisions of the Act and that, therefore,
the Commission should grant the
requested order.
For the Commission, by the Division of
Investment Management, pursuant to
delegated authority.
Margaret H. McFarland,
Deputy Secretary.
[FR Doc. 02–16209 Filed 6–26–02; 8:45 am]
BILLING CODE 8010–01–M

SECURITIES AND EXCHANGE
COMMISSION
Sunshine Act Meetings
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 meetings during
the week of July 1, 2002:
A Closed Meeting will be held on
Monday, July 1, 2002, at 1:00 p.m., and
an Open Meeting will be held on
Tuesday, July 2, 2002, at 1:00 p.m., in
Room 1C30, the William O. Douglas
Room.
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 matter of the Closed
Meeting scheduled for Monday, July 1,
2002, will be:
Formal orders of investigation;
Institution and settlement of injunctive
actions;
Institution and settlement of
administrative proceedings of an
enforcement nature; and
Opinion.
The subject matter of the Open
Meeting scheduled for Tuesday, July 2,
2002, will be:
1. The Commission will consider
whether to adopt amendments to Rule
31–1 under the Securities Exchange Act
of 1934 to clarify how to calculate
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assessments that are required to be paid
by national securities exchanges and
national securities associations pursuant
to Section 31(d) of the Exchange Act for
security futures transactions. The
proposed amendments to Rule 31–1 also
provide guidance on how to calculate
fees that are required to be paid by
national securities exchanges and
national securities associations pursuant
to Sections 31(b) and (c) of the Exchange
Act, respectively, for sales of securities
that result from the physical settlement
of security futures.
2. The Commission will consider
proposed rules to be issued jointly by
the Commission and the Department of
the Treasury implementing section 326
of the Uniting and Strengthening
America by Providing Appropriate
Tools Required to Intercept and
Obstruct Terrorism Act of 2001. Section
326 requires the Secretary of the
Treasury to jointly prescribe with the
Commission regulations that, at a
minimum, require broker-dealers and
mutual funds to implement reasonable
procedures to (1) verify the identity of
any person seeking to open an account,
to the extent reasonable and practicable,
(2) maintain records of the information
used to verify the person’s identity, and
(3) determine whether the person
appears on any lists of known or
suspected terrorists or terrorist
organizations provided to the brokerdealer or mutual fund by any
government agency.
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.
Dated: June 25, 2002.
Margaret H. McFarland,
Deputy Secretary.
[FR Doc. 02–16345 Filed 6–25–02; 11:58 am]
BILLING CODE 8010–01–P

SECURITIES AND EXCHANGE
COMMISSION
[Release No. 34–46097; File No. SR–NASD–
2002–69]

Self-Regulatory Organizations; Notice
of Filing of Proposed Rule Change by
National Association of Securities
Dealers, Inc. Relating to Posting of
Margin Disclosure and Day-Trading
Risk Disclosure Statements on Web
Sites
June 20, 2002.

Pursuant to Section 19(b)(1) of the
Securities Exchange Act of 1934
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(‘‘Act’’) 1 and Rule 19b–4 thereunder,2
notice is hereby given that on May 30,
2002, the National Association of
Securities Dealers, Inc. (‘‘NASD’’ or
‘‘Association’’), through its wholly
owned subsidiary, NASD Regulation,
Inc. (‘‘NASD Regulation’’), filed with the
Securities and Exchange Commission
(‘‘SEC’’ or ‘‘Commission’’) the proposed
rule change as described in Items I, II,
and III below, which Items have been
prepared by NASD Regulation. The
Commission is publishing this notice to
solicit comments on the proposed rule
change from interested persons.
I. Self-Regulatory Organization’s
Statement of the Terms of Substance of
the Proposed Rule Change
NASD Regulation is proposing to
amend NASD Rules 2341 and 2361 to
require the posting of certain investor
disclosure statements on members’ Web
sites. Specifically, the proposed rule
change would amend: (1) Rule 2341
(Margin Disclosure Statement) to require
members that permit customers to open
accounts on-line or to engage in
transactions in securities on-line to post
the margin disclosure statement on their
Web sites; and (2) Rule 2361 (DayTrading Risk Disclosure Statement) to
require members that promote a daytrading strategy to post the day-trading
risk disclosure statement on their Web
sites. Below is the text of the proposed
rule change. Proposed new language is
in italics; proposed deletions are in
brackets.
2341. Margin Disclosure Statement
(a) No member shall open a margin
account, as specified in Regulation T of
the Board of Governors of the Federal
Reserve System, for or on behalf of a
non-institutional customer, unless, prior
to or at the time of opening the account,
the member has furnished to the
customer, individually, in writing or
electronically, and in a separate
document, the [following] margin
disclosure statement[:] specified in this
paragraph (a). In addition, any member
that permits non-institutional customers
either to open accounts on-line or to
engage in transactions in securities online must post such margin disclosure
statement on the member’s Web site in
a clear and conspicuous manner.
Margin Disclosure Statement
Your brokerage firm is furnishing this
document to you to provide some basic
facts about purchasing securities on
margin, and to alert you to the risks
involved with trading securities in a
1 15
2 17
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margin account. Before trading stocks in
a margin account, you should carefully
review the margin agreement provided
by your firm. Consult your firm
regarding any questions or concerns you
may have with your margin accounts.
When you purchase securities, you
may pay for the securities in full or you
may borrow part of the purchase price
from your brokerage firm. If you choose
to borrow funds from your firm, you
will open a margin account with the
firm. The securities purchased are the
firm’s collateral for the loan to you. If
the securities in your account decline in
value, so does the value of the collateral
supporting your loan, and, as a result,
the firm can take action, such as issue
a margin call and/or sell securities or
other assets in any of your accounts
held with the member, in order to
maintain the required equity in the
account.
It is important that you fully
understand the risks involved in trading
securities on margin. These risks
include the following:
• You can lose more funds than you
deposit in the margin account. A
decline in the value of securities that are
purchased on margin may require you to
provide additional funds to the firm that
has made the loan to avoid the forced
sale of those securities or other
securities or assets in your account(s).
• The firm can force the sale of
securities or other assets in your
account(s). If the equity in your account
falls below the maintenance margin
requirements, or the firm’s higher
‘‘house’’ requirements, the firm can sell
the securities or other assets in any of
your account held at the firm to cover
the margin deficiency. You also will be
responsible for any short fall in the
account after such a sale.
• The firm can sell your securities or
other assets without contacting you.
Some investors mistakenly believe that
a firm must contact them for a margin
call to be valid, and that the firm cannot
liquidate securities or other assets in
their accounts to meet the call unless
the firm has contacted them first. This
is not the case. Most firms will attempt
to notify their customers of margin calls,
but they are not required to do so.
However, even if a firm has contacted a
customer and provided a specific date
by which the customer can meet a
margin call, the firm can still take
necessary steps to protect its financial
interests, including immediately selling
the securities without notice to the
customer.
• You are not entitled to choose
which securities or other assets in your
account(s) are liquidated or sold to meet
a margin call. Because the securities are
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