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examination staff uses these records to
evaluate for compliance with the rule.

While most funds do not commonly
engage in transactions covered by rule
17a-7, the Commission staff estimates
that nearly all funds have adopted
procedures for complying with the
rule.2 Of the approximately 3318
currently active funds, the staff
estimates that virtually all have already
adopted procedures for compliance with
rule 17a—7. This is a one-time burden,
and the staff therefore does not estimate
an ongoing burden related to the
policies and procedures requirement of
the rule for funds.? The staff estimates
that there are approximately 150 new
funds that register each year, and that
each of these funds adopts the relevant
policies and procedures. The staff
estimates that it takes approximately 4
hours to develop and adopt these
policies and procedures. Therefore, the
total annual burden related to
developing and adopting these policies
and procedures would be approximately
600 hours.4

Of the 3318 existing funds, the staff
assumes that approximately 25%, (or
830) enter into transactions affected by
rule 17a-7 each year (either by the fund
directly or through one of the fund’s
series), and that the same percentage
(25%, or 38 funds) of the estimated 150
funds that newly register each year will
also enter into these transactions, for a
total of 868 ° companies that are affected
by the recordkeeping requirements of
rule 17a-7. These funds must keep
records of each of these transactions,
and the board of directors must
quarterly determine that all relevant
transactions were made in compliance
with the company’s policies and
procedures. The rule generally imposes
a minimal burden of collecting and
storing records already generated for
other purposes.® The staff estimates that
the burden related to making these
records and for the board to review all

2Unless stated otherwise, these estimates are
based on conversations with the examination and
inspections staff of the Commission and fund
representatives.

3Based on our reviews and conversations with
fund representatives, we understand that funds
rarely, if ever, need to make changes to these
policies and procedures once adopted, and
therefore we do not estimate a paperwork burden
for such updates.

4 This estimate is based on the following
calculations: (4 hours x 150 new funds = 600
hours).

5 This estimate is based on the following
calculation: (830 + 38 = 868).

6 Commission staff believes that rule 17a—7 does
not impose any costs associated with record
preservation in addition to the costs that funds
already incur to comply with the record
preservation requirements of rule 31a—2 under the
Act. Rule 31a-2 requires companies to preserve
certain records for specified periods of time.

transactions would be 3 hours annually
for each respondent, (2 hours spent by
compliance attorneys and 1 hour spent
by the board of directors) 7 or 2604 total
hours each year.8

Based on these estimates, the staff
estimates the combined total annual
burden hours associated with rule 17a—
7 is 3204 hours.? The staff also estimates
that there are approximately 1018
respondents and 7094 total responses.1©

The estimates of burden hours are
made solely for the purposes of the
Paperwork Reduction Act, and are not
derived from a comprehensive or even
a representative survey or study of the
costs of Commission rules. The
collection of information required by
rule 17a-7 is necessary to obtain the
benefits of the rule. Responses will not
be kept confidential. 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 control number.

Written comments are invited on: (a)
Whether the collections of information
are necessary for the proper
performance of the functions of the
Commission, including whether the
information has practical utility; (b) the
accuracy of the Commission’s estimate
of the burdens of the collections of
information; (c) ways to enhance the
quality, utility, and clarity of the
information collected; and (d) ways to
minimize the burdens of the collections
of information on respondents,
including through the use of automated
collection techniques or other forms of
information technology. Consideration
will be given to comments and
suggestions submitted in writing within
60 days of this publication.

Please direct your written comments
to Thomas Bayer, Chief Information
Officer, Securities and Exchange
Commission, C/O Remi Pavlik-Simon,
100 F Street NE., Washington, DC

7 The staff estimates that funds that rely on rule
17a-7 annually enter into an average of 8 rule 17a—
7 transactions each year. The staff estimates that the
compliance attorneys of the companies spend
approximately 15 minutes per transaction on this
recordkeeping, and the board of directors spends a
total of 1 hour annually in determining that all
transactions made that year were done in
compliance with the company’s policies and
procedures.

8 This estimate is based on the following
calculation: (3 hours x 868 companies = 2604
hours).

9 This estimate is based on the following
calculation: (600 hours + 2604 hours = 3204 total
hours).

10 This estimate is based on the following
calculations: (150 newly registered funds + 868
funds that engage in rule 17a-7 transactions =
1018); (868 funds that engage in rule 17a-7
transactions x 8 times per year = 6944); (6944 + 150
= 7094 responses).

20549; or send an email to: PRA

Mailbox@sec.gov. B
Dated: July 2, 2014.

Jill M. Peterson,

Assistant Secretary.
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SEC File No. 270-524

Notice is hereby given that, pursuant
to the Paperwork Reduction Act of 1995
(44 U.S.C. 3501 et seq.) the Securities
and Exchange Commission (the
“Commission”) is soliciting comments
on the collection of information
summarized below. The Commission
plans to submit this existing collection
of information to the Office of
Management and Budget for extension
and approval.

The title for the collection of
information is “Form N-PX (17 CFR
274.129) under the Investment
Company Act of 1940, Annual Report of
Proxy Voting Record.” Rule 30b1-4 (17
CFR 270.30b1—4) under the Investment
Company Act of 1940 (15 U.S.C. 80a—1
et seq.) requires every registered
management investment company, other
than a small business investment
company registered on Form N-5
(“Funds”), to file Form N-PX not later
than August 31 of each year. Funds use
Form N-PX to file annual reports with
the Commission containing their
complete proxy voting record for the
most recent twelve-month period ended
June 30.

The Commission estimates that there
are approximately 2,500 Funds
registered with the Commission,
representing approximately 10,000
Fund portfolios, which are required to
file Form N-PX.1 The 10,000 portfolios

1The estimate of 2,500 Funds is based on the
number of management investment companies
currently registered with the Commission. We
estimate, based on data from the Investment
Company Institute and other sources, that there are
approximately 5,700 Fund portfolios that invest
primarily in equity securities, 500 “hybrid” or bond
portfolios that may hold some equity securities,
3,200 bond Funds that hold no equity securities,
and 600 money market Funds, for a total of 10,000
portfolios required to file Form N-PX.


mailto:PRA_Mailbox@sec.gov
mailto:PRA_Mailbox@sec.gov

39002

Federal Register/Vol. 79, No. 131/ Wednesday, July 9, 2014 /Notices

are comprised of 6,200 portfolios
holding equity securities and 3,800
portfolios holding no equity securities.
The staff estimates that portfolios
holding no equity securities require
approximately a 0.17 hour burden per
response and those holding equity
securities require 7.2 hours per
response. The overall estimated annual
burden is therefore approximately
45,300 hours ((6,200 responses x 7.2
hours per response for equity holding
portfolios) + (3,800 responses x 0.17
hours per response for non-equity
holding portfolios)). Based on the
estimated wage rate, the total cost to the
industry of the hour burden for
complying with Form N-PX would be
approximately $14.5 million.

The Commission also estimates that
portfolios holding equity securities will
bear an external cost burden of $1,000
per portfolio to prepare and update
Form N-PX. Based on this estimate, the
Commission estimates that the total
annualized cost burden for Form N-PX
is $6.2 million (6,200 responses x
$1,000 per response = $6,200,000).

The collection of information under
Form N-PX is mandatory. The
information provided under the form is
not kept confidential. 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.

Written comments are invited on: (a)
Whether the proposed collection of
information is necessary for the proper
performance of the functions of the
agency, including whether the
information will have practical utility;
(b) the accuracy of the agency’s estimate
of the burden of the collection of
information; (c) ways to enhance the
quality, utility, and clarity of the
information collected; and (d) ways to
minimize the burden of the collection of
information on respondents, including
through the use of automated collection
techniques or other forms of information
technology. Consideration will be given
to comments and suggestions submitted
in writing within 60 days of this
publication.

Please direct your written comments
to Thomas Bayer, Chief Information
Officer, Securities and Exchange
Commission, C/O Remi Pavlik-Simon,
100 F Street NE., Washington, DC
20549; or send an email to:

PRA Mailbox@sec.gov.
Dated: July 3, 2014.
Jill M. Peterson,
Assistant Secretary.
[FR Doc. 2014-16040 Filed 7—8—14; 8:45 am]
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Notice is hereby given that pursuant
to the Paperwork Reduction Act of 1995
(44 U.S.C. 3501 et seq.) (“PRA”), the
Securities and Exchange Commission
(“Commission”’) has submitted to the
Office of Management and Budget
(“OMB”) a request for extension of the
previously approved collection of
information provided for in Rule 15g—2
(17 CFR 240.15g—2) under the Securities
Exchange Act of 1934 (15 U.S.C. 78a et
seq.) (“Exchange Act”’). Rule 15g—2 (The
“Penny Stock Disclosure Rule”’) requires
broker-dealers to provide their
customers with a risk disclosure
document, as set forth in Schedule 15G,
prior to their first non-exempt
transaction in a ‘“penny stock.” As
amended, the rule requires broker-
dealers to obtain written
acknowledgement from the customer
that he or she has received the required
risk disclosure document. The amended
rule also requires broker-dealers to
maintain a copy of the customer’s
written acknowledgement for at least
three years following the date on which
the risk disclosure document was
provided to the customer, the first two
years in an accessible place. Rule 15g—
2 also requires a broker-dealer, upon
request of a customer, to furnish the
customer with a copy of certain
information set forth on the
Commission’s Web site.

The risk disclosure documents are for
the benefit of the customers, to assure
that they are aware of the risks of
trading in “penny stocks” before they
enter into a transaction. The risk
disclosure documents are maintained by
the broker-dealers and may be reviewed
during the course of an examination by
the Commission.

There are approximately 221 broker-
dealers that could potentially be subject
to current Rule 15g—2. The Commission
estimates that approximately 5% of
registered broker-dealers are engaged in
penny stock transactions, and thereby
subject to the Rule (5% x approximately
4,410 registered broker-dealers = 221
broker-dealers). The Commission
estimates that each one of these firms
processes an average of three new

customers for penny stocks per week.
Thus, each respondent processes
approximately 156 penny stock
disclosure documents per year. If
communications in tangible form alone
are used to satisfy the requirements of
Rule 15g-2, then the copying and
mailing of the penny stock disclosure
document takes no more than two
minutes. Thus, the total associated
burden is approximately 2 minutes per
response, or an aggregate total of 312
minutes per respondent. Since there are
221 respondents, the current annual
burden is 68,952 minutes (312 minutes
per each of the 221 respondents) or
1,150 hours for this third party
disclosure burden. In addition, broker-
dealers incur a recordkeeping burden of
approximately two minutes per
response when filing the completed
penny stock disclosure documents as
required pursuant to the Rule
15(g)(2)(c), which requires a broker-
dealer to preserve a copy of the written
acknowledgement pursuant to Rule
17a—4(b) of the Exchange Act. Since
there are approximately 156 responses
for each respondent, the respondents
incur an aggregate recordkeeping
burden of 68,952 minutes (221
respondents x 156 responses for each x
2 minutes per response) or 1,150 hours,
under Rule 15g—-2. Accordingly, the
current aggregate annual hour burden
associated with Rule 15g—2 (assuming
that all respondents provide tangible
copies of the required documents) is
approximately 2,300 hours (1,150 third
party disclosure hours + 1,150
recordkeeping hours).

The burden hours associated with
Rule 15g-2 may be slightly reduced
when the penny stock disclosure
document required under the rule is
provided through electronic means such
as e-mail from the broker-dealer (e.g.,
the broker-dealer respondent may take
only one minute, instead of the two
minutes estimated above, to provide the
penny stock disclosure document by e-
mail to its customer). In this regard, if
each of the customer respondents
estimated above communicates with his
or her broker-dealer electronically, the
total ongoing respondent burden is
approximately 1 minute per response, or
an aggregate total of 156 minutes (156
customers x 1 minutes per respondent).
Assuming 221 respondents, the annual
third party disclosure burden, if
electronic communications were used
by all customers, is 34,476 minutes (156
minutes per each of the 221
respondents) or 575 hours. If all
respondents were to use electronic
means, the recordkeeping burden would
be 68,952 minutes or 1,150 hours (the
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