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February 9, 2001

Re:

Dear M

This is in reference to vour letter dated December 26, 2000 regarding
(the Firm).

It appears from your letter that the Firm wishes to engage in activities as an OTC
derivatives dealer and will be registered as such under the Securities Exchange Act of
1934. According to your letter, the Firm’s activities will be effected through a registered
broker-dealer and that all customer contact will be conducted through the registered
broker-dealer.

Section 30-1402(3)(b) of the Idaho Securitics Act (the Act) states that the
definition of broker-dealer does not include:

“A person who has no place of business in this state if he effects transactions in this state
exclusively with or through the issuers of the securities involved in the transactions, other
broker-dealers or banks...whether acting for themselves or as trustee”

Since the Firm will not be in direct contact with clients and will be effecting transactions
through a registered broker-dealer it appears that the Firm does not meet the definition of
a broker-dealer as defined by the Act.

Notwithstanding the above, our opinion is premised on the fact that the Firm will
conduct business in Idaho only through a broker-dealer that is registered in Idaho.
Furthermore, our opinion is based on the facts as they are presented in your letter. If the
facts change or are different than as reflected in your letter, our opinion may change as
well.
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In response to your inquiry as to withdrawal of the Firm’s broker-dealer
registration in Idaho, we request that the withdrawal request (BDW) is sent through CRD.
[t will then be sent to our office for processing.

If you have any further questions, you may contact the undersigned.

Resiht

Patricia R. Highley
Securities Examiner



December 26, 2000

Ginnie Sorenson, Examiner nEG 27 paghl
Department of Finance, Sccuritics Bureau P
Joe R, Williams Building O s
700 West State Strect
Boise, Idaho 83702
Re:
(the “Firm”) CRD#

Dear Ms. Sorenson:

This letter serves as notification of anticipated changes in the name, ownership,
officers and directors and business operations of the above mentioned Firm, a broker-dealer
registered with the Securities and Exchange Comimission (the “SEC”) and member of NASD
Regulation, Inc. (“NASDR”) (CRD N, . The Firm is in the process of changing its
business operations from a web based brokerage and advisory service to an OTC derivatives
business to be conducted in accordance with the procedures set forth in a series of rules (the
“OTC Derivatives Dealer Rules”) under the Securities Exchange Act of 1934 (the “Exchange
Act”) applicable to qualifying entities called “OTC derivatives dealers” as set forth in Exchange
Act Release No. 40594 (Oct. 23, 1998) (the “Adopting Release™).

The Adopting Release provides that registration as an OTC derivatives dealer is
available to firms that are affiliated with a full purpose broker-dealer and that limit their
securities derivative activities to those enumerated in the Adopting Release. The OTC
derivatives dealer is required to register as such with the SEC under Exchange Act Section 15(b)
by filing Form BD and to effect its securities transactions through an affiliated full purpose
broker-dealer (which is subject to applicable self-regulatory organization sales practice
requirements), except in the case of transactions with certain types of professional counterparties.
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In addition all contacts with customers on behalf of the OTC derivatives dealer must be
conducted by registered representatives of its affiliated full purpose broker-dealer.

OTC derivatives dealers are exempt from a number of regulatory requirements
applicable to full purpose broker-dealers including, among others, (i) the provisions of
Regulation T of the Board of Governors of the Federal Reserve System goveming extensions of
credit by the dealer (provided that the dealer complies with the requirements of Regulation U
governing extensions of credit by banks and other non-broker-dealers), (ii) the provisions of the
Securities Investment Protection Act, and (ii1) the requirement te become a member of a seli-
regulatory organization.

In accordance with the above, the Firm will rely on the services of its affiliate
‘CRD No. , a registered broker-dealer in your state,
to contact and effect transactions with its customers in your state. On or about January 15, 2000
the Firm intends to file an amendment to its Form BD which will set forth the following changes:

1. The name of the Firm will be changed from
to

2. The ownership of the Firm will be restructured within the
with direct ownership of the Firm’s sole member,
(to be renamed
15 ) being transferred from
to

3. The members of the Board of Directors of the sole member of the Firm,
, will be changed to the following:

4. The Firm’s officers will be changed to the following:
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5. Item 8 of the Form BD will be revised to reflect that
. will maintain accounts for the clearance, setltlement and

custody of the Firm’s proprietary activities.

6. Item 10 of Form BD will be revised to reflect that the Firm will be acting as
an “OTC Derivatives Dealer” only.

On behalf of the Firm, and in light of the SEC’s requirement that an OTC
derivatives dealer conduct business with its non-professional dealer customers through its
affiliated full service broker-dealer, we ask that you review the proposed changes to the Firm’s
operations outlined above and confirm whether registration of the Firm as a broker-dealer in your
state will continue to be required. If so, we would appreciate receiving your comments on what
documentation, il any, it will be necessary to file with the State in addition to copies of an
amended Form BD and Form BDW requesting withdrawal of the Firm’s NASD membership.

Please do not hesifate to call me at if you have any questions with
respecet to this matter.

Kindly acknowledge receipt of this filing by date-stamping the enclosed duplicate
copy of this [etter and returning it in the self addressed stamped envelope provided.

Very truly yours,





