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ADMINISTRATIVE PROCEEDING
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ALLTANCE CAPITAL
MANAGEMENT, L.P.,
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PROPOSED PLAN OF DISTRIBUTION

1.1

1.2

A. INTRODUCTION

Background And Purpose Of The Plan

This Plan of Distribution (the “Plan”) has been developed by an
Independent Distribution Consultant (“IDC”) pursuant to the Amended
Order of the Securities and Exchange Commission Instituting
Administrative and Cease-and-Desist Proceedings, Making Findings, and
Imposing Remedial Sanctions and a Cease-and-Desist Order against
Alliance Capital Management, L.P. (“Alliance Capital”), dated January
15, 2004 (the “Order”). Pursuant to Section 308(a) of the Sarbanes-Oxley
Act 0f 2002, the Plan provides for the creation of a $250 million Fair Fund
(the “Fair Fund”), consisting of $150 million in disgorgement and $100
million in penalty (Order at Section IV, Part K), paid by Alliance Capital
in settlement of claims by the Securities and Exchange Commission (the
“SEC” or “Commission”) relating to market timing in certain Alliance
Capital mutual funds (the “Alliance Settlement”). The Fair Fund’s assets
will be distributed only pursuant to the terms of this Plan.

The Alliance Settlement

According to the Order, between January 1, 2001 and September 30, 2003
(the “Relevant Period”) Alliance Capital entered into “negotiated, but
undisclosed, arrangements with market timers — arrangements that
benefited Alliance Capital to the detriment of investors in mutual funds
managed by Alliance Capital. In those arrangements, Alliance Capital
provided ‘timing capacity’ in mutual funds to known timers in return for



or in connection with the timers’ investments of ‘sticky assets’ in Alliance
Capital managed hedge funds, mutual funds and other investment
vehicles, from which Alliance Capital earned management fees.”!
According to the Order, the arrangements were with 23 market timers and
affected ten Alliance Funds.?

1.3 On January 16, 2004, Alliance Capital deposited the Alliance
Settlement assets with the US Treasury and no longer controls them. The
Alliance Settlement assets were transferred on February 11, 2005 to the
Department of the Treasury’s Bureau of Public Debt (the “BPD”) for
investment in government obligations pending the issuance by the
Commission of an order giving final approval of the Plan (the “Final
Approval Date”).

1.3.1 As described below:

(a) the Commission has continuing jurisdiction and
control of the Fair Fund Assets (as defined below) and shall
retain control of those assets pending distribution pursuant
to this Plan, as directed by the IDC and approved by the
Commission; and

(b) the IDC has concluded that the amount of the
Alliance Settlement is more than sufficient to compensate
the losses incurred by investors as a result of the conduct
contained in the findings of the Order.

14 The Additional Settlement Assets

1.4.1 On April 28, 2005, the Commission simultaneously instituted
and settled administrative and cease-and-desist proceedings against
Gerald T. Malone (“Malone”), John D. Carifa (“Carifa”) and
Michael J. Laughlin (“Laughlin”), all former Alliance Capital
officers, for their roles in the “timing capacity” arrangements
described in Section 1.2. The Commission found that Malone,
Carifa and Laughlin aided and abetted Alliance Capital’s unlawful
conduct. In the Matter of Gerald T. Malone, File No. 3-11914

Order at Section IIIL. 1.

Although referred to for purposes of this Plan of Distribution as Alliance Capital, the
Respondent’s name was changed to AllianceBernstein LP in February 2006. The ten
mutual funds at issue are referred to in this Plan as the “Alliance Funds.”
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(Apr. 28, 2005); In the Matter of John D. Carifa, File No. 3-11915
(Apr. 28, 2005); In the Matter of Michael J. Laughlin, File No. 3-
11916 (Apr. 28, 2005). Pursuant to these orders, between April 28,
and May 4, 2005, Malone, Carifa and Laughlin paid $150,001,
$375,001, and $325,001, respectively, in disgorgement and civil

‘penalties to the US Treasury, which may be distributed pursuant to

Section 308(a) of the Sarbanes-Oxley Act of 2002 (the “Officer
Settlements”). On June 8, 2005, these moneys were transferred to
the BPD. All of these assets will be available for distribution in
the Fair Fund.

On December 23, 2003, the Commission filed a civil injunction
action against Daniel Calugar (“Calugar”) and the broker-dealer he
controlled, Security Brokerage, Inc. (“SBI”). SEC v. Calugar, Civ.
No. 03-1600 RCJ (RJJ) (D. Nev.). The Commission alleged that
Calugar and SBI defrauded mutual fund investors, including
Alliance Funds investors, through improper late trading and market
timing. On January 9, 2006, the Commission settled this action,
and as part of the settlement, Calugar paid $153 million in
disgorgement and civil penalties to the registry of the United States
District Court for the District of Nevada, which may be distributed
pursuant to Section 308(a) of the Sarbanes-Oxley Act of 2002, Of
this $153 million, $70.38 million of the Calugar Settlement Fund,
representing harm to Alliance Fund investors from the activities of
Calugar and SBI, was transferred into the Fair Fund account on
October 23, 2006 for distribution in the Fair Fund (the “Calugar
Settlement”).

1.5 The Fair Fund Assets

1.5.1

1.5.2

The total assets from the Alliance Settlement, the Officer
Settlements and the Calugar Settlement constitute the assets of the
Fair Fund (the “Fair Fund Assets”). Other than interest from these
investments, it is not anticipated that the Fair Fund will receive
additional assets.

The Fair Fund Assets will be distributed only pursuant to the
terms of the IDC’s Plan. The Plan is subject to approval by the
Commission, and the Commission retains jurisdiction over the
implementation of the Plan. Except as may otherwise be provided
in this Plan, Alliance Capital will pay all fees and costs directly
associated with the administration of the Plan, including the fees of
the Fund Administrator. '



1.6 The Independent Distribution Consultant

1.6.1 In October 2004, pursuant to the Order, Alliance Capital
retained Professor Marshall E. Blume as Independent Distribution
Consultant, to “develop a Distribution Plan for the distribution of
.. . the $250 million [Alliance Settlement] . . . to the mutual funds
and their shareholders to compensate fairly and proportionately the
funds’ shareholders for losses attributable to market timing trading
activity by market timers with whom Alliance Capital entered into
timing arrangements between January 1, 2001 and September 30,
2003, according to a methodology developed in consultation with
Alliance Capital and the independent directors of the affected
Alliance Capital funds and acceptable to the staff of the
Commission.” Order at Section IV, Part C. Alliance Capital has
agreed to pay all costs associated with the engagement of the IDC.

1.6.2 Professor Blume is the Howard Butcher III Professor of
Financial Management, Director of the Rodney L. White Center
for Financial Research, and past Chairman of the Finance
Department at the Wharton School of the University of
Pennsylvania. Professor Blume received his MBA and PhD from
the University of Chicago. Professor Blume has conducted
extensive research into investments, the financial markets, and
investor behavior. He is a member of the Board of Managers of
the Measey Foundation, a past chairman of the NASD Economic
Advisory Board, and a member of the Shadow Financial
Regulatory Committee. He served on the U.S. Government
Accounting Office advisory committee that investigated the
October 1987 stock market crash. He is a past managing editor of
the Journal of Finance and is currently an editor of the Journal of
Fixed Income, the Journal of Portfolio Management and the
Journal of Pension Fund Management & Investment.

1.6.3 The IDC’s responsibilities under the Order are to (a) assess the
amount of losses attributable to the investment activity in accounts
serviced by 23 representatives (the “Timers”) of various broker-
dealers in the ten Alliance Funds® and (b) design the Plan for

The ten Alliance Funds are: AllianceBernstein Growth Fund; AllianceBernstein
Growth and Income Fund; AllianceBernstein High Yield Fund; AllianceBernstein
Americas Gov’t Income Trust (AB North American Gov’t Income Trust prio(cont’d)
1, 2002); AllianceBernstein Focused Growth and Income Fund (AB Disciplined
Value Fund prior to Dec 15, 2004); AllianceBernstein Mid-Cap Growth Fund
(Alliance Fund prior to Feb. 1, 2002); AllianceBernstein Large Cap Growth Fund



distribution of Fair Fund Assets, in order that fund investors would
“receive, in order of priority, (i) their aliquot share of losses
suffered by the fund due to market timing, and (ii) a proportionate
share of advisory fees paid by such fund during the period of such
market timing.” Order at III.C.1. The IDC’s assessment of losses
attributable to Timer activity is attached as Exhibit A, incorporated
in this Plan, and described briefly in Section 2 below.

1.6.4 Not later than 30 days after the Commission’s final approval of
the Plan, the Fund Administrator (identified in Section 4.1, below)
will, subject to IDC’s supervision, attempt to notify Timers that
they are not Potentially Eligible Recipients under Section 3.2 of
the Plan (and thus are not eligible to receive a distribution). The
notice will also inform the Timers that they can review the Plan at
http://www.abfairfund.com.

1.6.5 The IDC shall be entitled to interpret the provisions of this Plan
relating to the allocation and the distribution of payments and,
absent manifest error, the IDC’s interpretation shall be controlling.
Prior to interpreting any such provision of this Plan that is material,
or exercising any material discretion provided to him under this
Plan, the IDC shall inform the Commission staff of such
interpretation or exercise of discretion. In particular but without
limitation, whenever this Plan calls for the submission of
“sufficient” information by any party, the sufficiency of such
information shall be determined in the sole discretion of the IDC,
in consultation with the Fund Administrator, as defined below at
Section 4.1, or any other party retained by or at the IDC’s direction
to assist in the development and/or implementation of this Plan.
Determining the reasonableness of efforts to obtain and use data
also shall be within the IDC’s discretion, including but not limited
to the reasonability of efforts to render data machine-readable.

(AB Premier Growth Fund prior to Dec 15, 2004); AllianceBernstein Small Cap
Growth Portfolio (AB Quasar Fund prior to Nov 1, 2003); AllianceBernstein
Small/Mid Cap Value Fund (AB Small Cap Value Fund prior to Feb 1, 2005);
AllianceBernstein Global Technology Fund (AB Technology Fund prior to Dec 15,
2004).



2.

2.1
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The IDC’s Assessment Of Investor Losses

The Adjusted Profit Methodology. The IDC’s first task under the
Order was to assess the amount of losses from the Timers’ activities in the
ten Alliance Funds. Professor Blume developed the “Adjusted Profit”
methodology to measure losses attributable to activity of the Timers and
incurred by all other investors in the Alliance Funds (the “Non-Timers”
and “Non-Timer” in the singular) during the Relevant Period. Under the
methodology, the profits earned by the Timers are potential losses
incurred by the Non-Timers. These potential losses are then adjusted to
take into account any additional trading costs, foregone investment
returns, and administrative and advisory fees imposed on Alliance Funds
due to the Timers’ trading, resulting in the Adjusted Profits for this
distribution.

Since both Timers and Non-Timers were subscribing and redeeming in
the Alliance Funds at the same time, Professor Blume determined that it
was not possible to attribute specific transactions by the portfolio
managers (“PM”) to either Timers or Non-Timers. Based upon the
principle that a PM reacts in the same way to the subscriptions and
redemptions of either category of shareholders, the PM’s transactions have
been allocated to both Timers and Non-Timers.

Professor Blume’s calculations determine, on a daily basis, the losses
to each Non-Timer in each of the Alliance Funds attributable to the
Timers’ activity. The data required to implement the adjusted profit

. methodology include daily subscriptions and redemptions of both the

Timers and Non-Timers, daily holdings of each security for each Fund,
daily PM purchases and sales of securities, daily 10 am and closing prices
on the primary market for each of the securities held by each of the Funds,
estimates of the transaction costs associated with buying and selling
securities in these Funds, daily Net Asset Value per share for each of the
Funds, and management and administrative costs charged to the Funds.

The Assessment. Using the methodology and data described above,
Professor Blume determined that the net total losses as measured by the
Adjusted Profits (the “Total Adjusted Profits”) are $186.4 million.



B. ALLOCATING LOSSES AND OTHER FAIR FUND ASSETS

3.1

32

Allocation Principles

The Plan is designed, to the extent reasonably possible, to make
settlement payments directly to eligible Non-Timers in an expeditious and
cost-effective manner. In the view of the IDC, the Plan constitutes a fair
and reasonable allocation of the Fair Fund Assets.

Potentially Eligible Recipients. Timers are not eligible for
distributions from the Fair Fund. Non-Timers who are potentially eligible
to receive a payment include:

3.21

322

323

324

325

3.2.6

Each account of a Non-Timer invested in the Alliance Funds
and registered as an individual or as an entity during the Relevant
Period on the books and records of the Alliance Funds
(“Registered Accounts” or “Registered Account” in the singular) is
potentially eligible to receive a settlement payment.

In addition, as provided in Section 5, certain Beneficial Owners
which invested in the Alliance Funds during the Relevant Period
through a Registered Account belonging to or serviced by a
financial intermediary (such as a Broker, Omnibus Custodian or
Collective Account Agent) may also be eligible.

Such Registered Accounts and Beneficial Owners together
constitute “Potentially Eligible Recipients.”

It is possible that an individual Non-Timer could be a
Potentially Eligible Recipient for two or more settlement
payments: for instance, a Non-Timer might have an account with
Alliance Capital in his own name, an IRA, and a Roth IRA.

Accounts owned by or benefiting Malone, Carifa, Laughlin,
Calugar, or SBI shall not be eligible to receive any settlement
payments under the Plan.

Aggregation Principle. During the Relevant Period,
Potentially Eligible Recipients may have held multiple Alliance
Funds, including different classes of shares in the same Alliance
Fund. Settlement Payments to each Potentially Eligible Recipient
shall be calculated as the sum of the compensation for the effect of
the Timers’ activities or losses, as determined below, across all
Alliance Funds and all classes of shares within each account
owned by that Recipient. The Adjusted Profits per Registered
Account (“Account Adjusted Profits”) is the sum of the Adjusted



Profits per Alliance Fund for all Alliance Funds owned in that
Account where the Adjusted Profits per Alliance Fund are positive.
Thus, this sum excludes those funds where the Adjusted Profits are
negative.* Negative Adjusted Profits in an Alliance Fund indicate
that the Registered Account benefited from the activities of the
Timers. The effect of this exclusion is that the losses that a
Registered Account received in one or more funds are not offset by
gains in other funds. Any Potentially Eligible Recipient whose
Account Adjusted Profits are zero experience no losses and thus
will not receive a settlement payment.

3.2.7 The De Minimis Amount. No settlement payment will be
made to a Potentially Eligible Recipient with less than $10 in
losses at the Final Allocation stage. The IDC has concluded that it
is not cost-effective or otherwise commercially reasonable to
attempt to distribute Fair Fund Assets in amounts lesser than the
De Minimus Amount.

33 Allocation Overview. The first step in determining whether a
Potentially Eligible Recipient should receive a payment under this Plan is
to determine the Adjusted Profits allocable to that Potentially Eligible
Recipient. Because the Fair Fund Assets exceed the Adjusted Profits, the
second step is to allocate additional moneys from the Fair Fund to
Potentially Eligible Recipients, as set forth in Section 3.5.2. After this
allocation, those Potentially Eligible Recipients whose settlement
payments equal or exceed the De Minimis Amount will become “Eligible
Recipients” and payments will be made as described below.

34 Adjusted Profits Allocations. Allocation of Adjusted Profits from
the Fair Fund Assets shall be according to the following general
principles: The calculation of each Potentially Eligible Recipient’s share
of Adjusted Profits is intended to result in a settlement payment that
restores the impaired value of that Recipient’s investments in Alliance
Funds during the Relevant Period. Some of this impaired value is
susceptible to calculation, while some of this impaired value is not. The
method of calculation is intended to estimate fairly the impaired value that
each Potentially Eligible Recipient has experienced.

When Adjusted Profits per Alliance Fund-class are aggregated across classes to the
Fund level, the losses in one class are netted against potential gains in another class.
This treatment is consistent with the fact that all classes of the same Fund are
interests in the same portfolio of assets.



3.5

Gross-Up Account Allocations. The Total Adjusted Profits comprise

only a portion of the Fair Fund Assets. From the remaining Fair Fund
Assets, two accounts with the Fair Fund will be created: (2) “Gross-Up
Account” for distribution along with the Total Adjusted Profits to Eligible
Recipients as determined by the algorithm in Section 3.5.2 and (b) “Final
Settlement Account,” described at Section 3.7. The “Initial Funding” of
the Fair Fund’s Gross-Up Account will be: (a) $50,000,000 from the
Alliance Settlement and (b) $71,230,003 from the Officer Settlements and
Calugar Settlement. The “Final Funding” will be the Initial Funding plus
(a) interest earned on the Alliance Settlement through the “Calculation
Cut-Off Date,” defined as 80 days from the Final Approval Date, (b) any
settlement assets as to which a Broker or Omnibus Custodian (as defined,
respectively, at Sections 5.2 and 5.5) declines to participate or fails to
provide appropriate data, as set forth in Sections 5.2.1.2.c and 5.4.4.3,
(c) any settlement payments to accounts determined to be in escheatment
prior to the Calculation Cut-Off Date and (d) any settlement payments to
accounts with addresses determined to be invalid under Section 4.4 prior
to Calculation Cut-Off Date.

35.1 Settlement payments from the Gross-Up Account shall be
characterized as a return of advisory fees on the assets of the Non-
Timers.

3.52 Gross-Up Account assets shall be allocated and distributed in
the same proportions to each Potentially Eligible Recipient as shall
the Account Adjusted Profits so as to exhaust the Fair Fund Assets
less the Reserve Amount (as defined in Section 3.7.1). The Gross-
Up allocation utilizes an iterative algorithm to maximize the
number of Potentially Eligible Recipients Accounts whose
settlement payments exceed the De Minimis Amount and minimize
the assets in the Final Settlement Fund.’

The algorithm is as follows: Make a reasonable estimate of a gross-up percentage.
Increase by this percentage the Account Adjusted Profits of each Non-Timer
Account that could possibly receive a settlement payment under the Plan and then
eliminate tentative settlement payments that are below the De Minimis Amount. If
the sum of these tentative settlement payments is less than the total dollars to be
distributed (excluding the Reserve Account), increase the gross-up percentage and
repeat the above calculation; if the sum is greater, decrease the gross-up percentage
and repeat the above calculation. This process continues until the total dollars to be
distributed equals the sum of the tentative payments.

(cont’d)



3.6

3.7

353

The application of the algorithm to determine the final
settlement payments requires that the IDC have accurate and
complete data for every Potentially Eligible Recipient in advance
of the distribution. Prior to the application of this algorithm, it is
not possible to distribute any settlement payments. Accordingly, to
provide for the expeditious distribution of settlement payments,
this Plan has set firm deadlines for receiving data for Potentially
Eligible Recipients from Network Level Accounts and Omnibus
Custodial Accounts, as set forth at Sections 5.2 and 5.5 below.

Finalizing The Allocations

3.6.1

3.6.2

3.6.3

For purposes of providing approximate levels of settlement
payments to Network Level Accounts and Omnibus Custodial
Accounts (defined in 5.2.1 and 5.5, respectively), the Plan will
calculate a “Provisional Allocation.” The Provisional Allocation is
based upon the sum of the Total Adjusted Profits as best estimated
at the time of the calculation and the Initial Funding of the Gross-
Up Account. For Omnibus Custodial Accounts, the Provisional
Allocation shall be based on the amount of Adjusted Profits
allocable to the total shares for each Alliance Fund in the Custodial
Account; in the IDC’s discretion, the Provisional Allocation also
may be based upon a refined calculation based upon the total
Alliance Fund shares in all or a subset of the first level of
subaccounts within the Custodial Account (referred to as “Tier
One Accounts™).

After complete data are received from the Network Accounts
and the Custodial Omnibus Accounts, the “Final Allocation” will
be undertaken. The Final Allocation is based upon the sum of the
Total Adjusted Profits and the Final Funding to the Gross-Up
Account. This calculation will determine the actual settlement
payments. With respect to Omnibus Custodial Accounts, the Final
Allocation will be based upon the actual holdings by Potentially
Eligible Recipients with investment in Tier One Accounts.

No notice of the results of the Provisional Allocation will be
provided to any Potentially Eligible Recipient except as noted at
Section 5.2 and 5.5, and no notice of the result from the Final
Allocation will be provided to any Potentially Eligible Recipient
whose settlement payment is less than the De Minimis Amount. .

Final Settlement Account. A “Final Settlement Account” will be
established for queries and disputes, as provided in Section 4.9, and to
cover the Custodial Payment Difference, as provided in Section 5.5.3.

10



This Final Settlement Account will be maintained as a separate account, or
as a sub-account, of the Fair Fund at the BPD, pending the close of the
Fair Fund distribution, and no administrative charges will be made against
it.

3.7.1 The Final Settlement Amount initially will be funded with
$13.6 million — the difference between $200 million and the Total
Adjusted Profits (the “Reserve Amount”). '

3.7.2 Interest accrued on the Fair Fund assets after the Calculation
Cut-Off Date will be remitted to the Final Settlement Account,
after provision for any taxes.

3.7.3 Interest accrued on the Escrow Account, described at Section
9.3, will be remitted to the Final Settlement Account at the Escrow
Account’s termination, after provision for any taxes.

3.74 Any unclaimed settlement amounts (e.g., uncashed or
undeliverable checks) distributed from the Fair Fund shall be
remitted to the Final Settlement Account, provided, however, that
returned checks shall first go through the process described below
at Section 4.5.2. Unclaimed settlement amounts from distributions
by Brokers or Omnibus Custodians shall be returned promptly to
the Fund Administrator and remitted to the Final Settlement
Account.

3.7.5 Any residual amount in the Final Settlement Account after all
assets have been distributed will be remitted to the Alliance Funds,
based on the proportion of Adjusted Losses incurred in each
Alliance Fund, after provisions for any taxes have been made and
prior to the termination of the Fair Fund, as described below at
Section 9.

As noted in Section 3.5, no settlement payments will be made to Non-
Timer Accounts determined prior to the Calculation Cut-Off Date to be in
escheatment and any settlement payment that might otherwise be made
will be remitted to the Gross-Up Account. Payments to Non-Timer
Accounts determined on or after the Calculation Cut-Off Date to be in
escheatment will be remitted to the Final Settlement Account.

11



C. DISTRIBUTION OF THE ALLOCATED AMOUNTS

General Distribution Procedures

4.1 Rust Consulting, Inc. (“Rust”), if approved by the Commission, will
serve as the independent administrator of the Fair Fund (the “Fund
Administrator”) and will be compensated by Alliance Capital. Rust is a
third-party service provider which has successfully distributed over $1.8
billion to 9.6 million payees over the past three years.

4.1.1 Under the supervision of the IDC, Rust will be responsible for,
among other tasks: overseeing the administration of the Fair Fund,
obtaining accurate mailing information for shareholders, preparing
accountings, cooperating with the Tax Administrator in providing
the information necessary to accomplish the income tax
compliance, distributing money from the Fair Fund to Non-Timers
in accordance with this Plan, establishing a public website for
posting information on the Fair Fund, and setting up and staffing a
call center to address shareholder questions or concerns regarding
the distribution.

42 The Fund Administrator will provide customer support and
communications programs for Non-Timers. These programs will become
active at least by the time the first distribution occurs and will continue
until the date defined in 4.3.1 below. These services will include a toll-free
number and a website accessible to the public.

4.2.1 The Commission retains the right to review and approve any
material posted on the website.

422 Subject to Section 4.2.1, and at the direction of the
Commission Staff, the Fair Fund website may include information
regarding those Brokers, Omnibus Custodians or possible others
who decline to participate in this distribution process, or who fail
to provide sufficient data by the deadlines set forth in this Plan.

4.3 It is anticipated that settlement payments will be made principally with
checks. Settlement payment checks shall state that they must be presented
no later than 90 days after date of issuance and shall be submitted and
honored pursuant to a “positive pay” system.

4.3.1 Unless the IDC determines the period should be extended, the
checking account(s) on which the settlement payments from the
Fair Fund are drawn shall be closed no later than the end of the

12



4.4

4.5

calendar quarter immediately following 180 days after the last
check is issued.

To the extent it is practical, prior to the Calculation Cut-Off Date all
addresses for settlement payments to be mailed are to be verified with the
National Change of Address Database.

441

442

443

In the IDC’s discretion, and in consultation with Alliance
Capital and the Fund Administrator, additional pre-payment
verification may be required in connection with settlement
payments of $1,000 and over per Eligible Recipient.

Such verification may include searches of more specialized
databases prior to the mailing of large checks, or to require that
settlement payments of over-a-certain amount be paid to an active
account electronically, or by check to an address certified in
writing by the Eligible Recipient.

If no address for a payment can be validated following the
above-referenced process, no check will be processed and the
moneys for that payment will be remitted to the Gross-Up Account
pursuant to Section 3.5.

The following procedures shall be used for checks which may be
returned or undeliverable:

45.1

4.5.2

Undeliverable checks returned for the first time by United
States Postal Services (“USPS”) with a new forwarding address
will be resent to the new address. The Fair Fund database (the
“Database”).will be updated with the new address.

Information regarding undeliverable checks returned by USPS
for the first time without a new forwarding address will be updated
in the Database. For checks so returned in an amount equal to or
greater than $25, a search will be performed using private search
resources to locate a new address.

4521 If a new address is found, it will be added to the
Database, and the check will be resent to that address.

4522 If a new address is not found, a void file will be sent to
the Bank, as defined below at Section 7.2.2. The original
check will be destroyed and the moneys remitted to the
Final Settlement Account. Any additional efforts to identify
the addresses of Eligible Recipients will be conducted as is

13



4.6

4.7

4.8

4.9

considered commercially reasonable in the discretion of
IDC.

4523 Checks returned for amounts under $25 will be voided,
and the moneys remitted to the Final Settlement Account.

453 Undeliverable checks returned by USPS with a new forwarding
address from a second attempted mailing will be resent to that
address. The Database will be updated with the new address.

4.5.4 Information regarding undeliverable checks returned by USPS
without a new forwarding address from a second attempted
mailing will be updated in the Database. A void file will be sent to
the Bank and the undeliverable check destroyed. Additional
efforts to identify the addresses of Eligible Recipients will be
conducted as is considered commercially reasonable in the
discretion of IDC.

Upon request of the recipient received prior to the final distribution,
funds may be paid by wire transfer. When wire transfers cannot be
completed, the receiver will be contacted to clarify the wiring instructions.
Any request for a wire transfer in an amount less than $100 may be
assessed a fee customary for such transfers.

The Fair Fund is not being distributed according to a claim-made
process, so the procedures for providing notice and for making and
approving claims are not applicable

Information Accompanying Settlement Payments:

4.8.1 All payments under this Plan shall be preceded or accompanied
by a communication that includes, as appropriate: (a) a statement
characterizing the distribution; (b) a description of the tax
information reporting and other related tax matters; (c) a statement
that checks will be void after 90 days; and (d) where to obtain
additional information in the event of questions regarding the
distribution.

4.8.2 Any such information letter or other mailing to recipients
characterizing their distributions shall be submitted to the assigned
Commission staff for review and approval. Distribution checks, on
their face, or the accompanying mailing, will clearly indicate that
the money is being distributed from an SEC Fair Fund.

All inquiries and disputes concerning this Plan will be directed to the -
IDC by the Fund Administrator. The IDC will receive and address them

14



4.10

according to a procedure to be described on the Fair Fund website no later
than the Calculation Cut-Off Date. The general principles of the procedure
are as follows:

49.1 Inquiries and disputes may address only (a) whether an
Account was incorrectly excluded from the distribution or (b)
whether a settlement payment under this Plan was based upon an
incorrect number of shares held in its Account. Prior to the Cut-
Off Date, any settlement payments related to these two dispute
categories will be included in the Gross-Up Calculation (Cf
Section 3.5); and after the Cut-Off Date, any settlement payments
related to these two dispute categories will be made from the Final
Settlement Account on a first-come first-served basis. After the
Cut-Off Date, the Final Settlement Fund will be the sole source of
funds available to resolve such disputes.

492 The dispute resolution procedure may not be used to contest
any other aspect of the Plan or any Eligible Recipient’s settlement
payment. As to all such other issues, the determination of the IDC
is conclusive and shall control, and no process for disputing,
contesting or appealing the determinations of the IDC are
contemplated by the Plan.

493 The IDC will resolve the disputes described in 4.9.1 in his sole
discretion, and his decisions will be final. A Non-Timer must
assert its inquiry or dispute within 45 calendar days of the mailing
or transfer date of the relevant settlement payment, and in any
event, no later than 45 calendar days after the final settlement
payments are mailed or transferred, which date will be announced
on the Fair Fund website. A Timer must submit any inquiry or
dispute within 45 days after Plan approval.

49.4 When there are no inquiries in a two-month period, but in any
event, no later than six months after the final disbursements, this
procedure will terminate.

From the time that this Plan receives Final Approval until the
termination of the Fair Fund, the Fund Administrator will provide the
Commission staff and the IDC with a