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NASD Notice to Members 97-24

Executive Summary

The Department of the Treasury
recently informed the NASD® that
there are certain foreign individuals
and groups attempting to defraud
entities by offering to sal and struc-
ture transactionsin non-existent
United States Treasury securities.
Broker/ded ers have been approached
with aproposa to purchase and resdll
afictitiousinstrument referred to as
“Limited Edition” U.S. Treasury
securities. As part of this scheme,
broker/dealers and other entities are
being sought to act asfiduciariesfor
the transactions.

Treasury staff confirmed with the
NASD that thereis no such security
asa“Limited Edition” Treasury
security.

Discussion

The bogus“Limited Edition” Treasury

securities are represented as having
thefollowing features. a 10-year term;
a6 percent annud interest rate; a$100

million minimum purchase amount; an

unspecified offering amount (i.e., the
securities are represented as being
availablefor sdle until “exhausted”);

and aninitid price of 57 percent of the

facevaue. In addition, the“Limited
Edition” Treasury securities areissued
in physica (paper) form. The proposa
makes numerous other misrepresenta
tions about the way marketable U.S.
Treasury securities may be bought or
s0ld, and it dso misrepresentstherole
that the Department of the Treasury
playsinthe origind sale and issuance
of Treasury securities.

If domestic members are approached
by individuas offering such atransac-
tion, they should immediately contact
Mr. Jim Kramer-Wilt of the Treasury’s
lega staff at (304) 480-5190. If contact
ismade at the member’ sforeign affili-
ate, the appropriate locd law enforce-
ment authority should be notified.
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