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In your letter dated February 8, 2006, on behalf of TriNet Group, Inc. (“TriNet”),
you request assurances that the Division of Market Regulation (“Division”) will not
recommend enforcement action to the Commission under Section 15(a) of the Securities
Exchange Act of 1934 (“Exchange Act”) if TriNet engages in the proposed activities
described in your letter without registering as a broker-dealer in accordance with Section
15(b) of the Exchange Act. Based on your letter, we understand the facts to be as follows:

TriNet presently provides professional employer organization services (which are
sornetimes known as employee leasing services) for businesses other than broker-dealers,
and now proposes to offer these services to registered broker-dealers and their employees.
In providing these services, TriNet will place on its payroll the existing employees of its
broker-dealer clients. While the employees placed on TriNet’s payroll are employees of
TriNet for purposes of applicable employment laws, they are employees of its broker-
dealer clients for purposes of the securities laws and these broker-dealer clients will
maintain direction and control over them. The services TriNet will offer its broker-dealer
clients consist of human resources consulting and employee benefits services. TriNet is
not an associated person of a broker-dealer.

In general, TriNet will provide its broker-dealer clients and their joint employees
with advice regarding compliance with applicable employment laws, employee benefits
including traditional insurance products such as medical and life insurance plans,
accidental death and disability insurance, and 401(k) retirement plans, risk management
services including workers’ compensation insurance, services relating to unemployment
compensation benefits, and payroll processing. This activity will be performed under the
control and supervision of the broker-dealer client receiving these services. All books and
records relating thereto will be deemed property of the broker-dealer client and will be
made available for inspection by the Commission and any self-regulatory organization of
which the broker-dealer is a member.
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TriNet’s situation differs from the one where a registered representative proposes to
establish a corporation or other entity that, among other things, is to receive the

-representative’s commission from the registered broker-dealer. Such an entity would be

considered an “Employee Owned Corporation.” The staff of the Division of Market
Regulation has repeatedly declined to give no-action assurances under Section 15(a) in
situations involving Employee Owned Corporations.1

With any one of its broker-dealer clients, TriNet will receive payment from the
broker-dealer for salaries, wages and commissions, which TriNet will then pay to
personnel of the broker-dealers. TriNet will impose an administrative fee for its services,
which will include a profit margin. This fee will be a flat, pre-determined fee based on the
nurnber of employees serviced by TriNet. The fee will not be based on a percentage of
payroll, nor on brokerage commissions earned by either the employees of the broker-dealer
or the broker-dealer itself. Moreover, TriNet will not have discretion to determine the
amount or frequency of the payments that will be distributed to personnel of the broker-
dealer.

In addition, TriNet will provide all health, life, disability, and other insurance
coverage to the broker-dealer’s employees. The insurance products that would be provided
by TriNet are traditional insurance products and would not be “securities” as defined under
the federal securities laws.

The broker-dealer will maintain all supervisory control over its employees. In this
regard, the broker-dealer will be wholly responsible for the proper registration, training and
supervision of its employees. The broker-dealer will retain the traditional rights of an
employer, including the right to hire, set compensation for, terminate, discipline, and
reassign personnel of the broker-dealer. TriNet will have no authority to hire or fire

See, e.g., letter from Barbara A. Stettner, Special Counsel, Office of Chief Counsel,
Division of Market Regulation, Securities and Exchange Commission, to Matthew
D. Wayne, Vanasco, Wayne & Genelly, on behalf of a specialist member firm on
the Chicago Stock Exchange (Feb. 17, 1999) (noting that absent an exemption, an
entity that is to receive commissions or other transaction-related compensation in
connection with securities-based activities generally must register as a broker-
dealer); letter from David Shillman, Special Counsel, Office of Chief Counsel,
Division of Market Regulation, Securities and Exchange Commission, to Richard
T. Angelillo, First Financial of Citrus County, Inc. (Sept. 22, 1998) (noting that
there is no exemption from registration for corporate entities formed by registered
representatives of broker-dealers that receive securities commissions); letter from
Terry R. Young, Attorney, Office of Chief Counsel, Division of Market
Regulation, Securities and Exchange Commission, to Michael E. Dunn, Dunn &
Swan, on behalf of Century Investment Group Incorporated (Jan. 29, 1996).
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broker-dealer personnel. Furthermore, TriNet will not engage in any securities-related
activities (other than with respect to its own TriNet securities).

All promotional activities, including any promotional material that TriNet
distributes, will relate solely to professional employer services and will not in any way
relate to brokerage activities. In addition, TriNet will not identify or promote any broker-
dealer in its promotional activities or materials.

Based on the facts and representations set forth in your letter, and without
necessarily concurring in your analysis, the staff of the Division of Market Regulation will
not recommend enforcement action to the Commission under Section 15(a) of the
Exchange Act if TriNet engages in the activities described above without registering as a
broker-dealer under Section 15(b) of the Exchange Act. In particular, we note that TriNet
will only engage in these activities on behalf of, and under the control of, registered
broker-dealers. The response of the Division of Market Regulation represents a staff
position regarding enforcement action only, and does not purport to express any legal
conclusions with respect to the applicability of the statutory or regulatory provisions of the
federal securities laws. Moreover, this response is based upon the representations you
have made, and any different facts or conditions might require a different response.

Sincerely,

Brian A. Bussey
Assistant Chief Counsel

Office of Chief Counsel
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February 8, 2006
VIA OVERNIGHT PRIORITY DELIVERY

Catherine McGuire, Esq.

Chief Counsel

Division of Market Regulation
Securities and: Exchange Commission
Mail Stop 10-1

450 5™ Street, NJW,

Washington, D.C. 20549.

Re:  TriNet Group, Inc. .
(Prowszon of Professzonal Emplownenz Services to Secumzes Broker : Dealers)

De_ar Ms. McGuire:

as do ﬁrms that prov1de tcmporaty help or- contract staffmg We-beligve: that ds‘apr essmna
employer organization only, TriNet is not a broker-dealer or an associated ‘person ‘of-a: ‘broker :
dealer. '

1100 San Leandro Blvd. + San Leandro, CA 94577
‘Phone 5103525000 - Fax 5103526480 - Web www.trinet.com.
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Factual Background

These functions' in’c’:lude 5 ihuman

the prowslon of Workers compensatlon beneﬁts (mc
provmon of unemployment compensatlon bcncﬁts ’

or from whlch chents emplovees perform thEH‘ serwces The clie
oblwauon 10 dnect \ts worksue emplo)ees as xs necessary for the of

securities laws, rules and regulati.ons 1m all *r_espects.

The agreement between TriNet and any broker-dealers who choose to ‘do business w1th‘-‘Tn\I
will provide, among other things, the following:.

hcensmg, trzumn0 and supcrvxslon of all of their empl'_ (
obligations under all applicable securities laws, rules and re ;
d. TriNet’s broker-dealer cliénts will retain the right to dlselphne and terminate all of their -
employees; ‘

! TriNet’s service is typically referred to as a “professional employer organization’™ or. “PEO” sérvice;-and

hag also been referred to as employee leasing or'staff leasing services.

1100 San Leandro Blvd. - Sanleandro, CA94577 .
‘Phone 510 3525000 - Fax 510 352 6480 - Web www.trinet.com Lo
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e. All books and records in the possession of TriNet relatmo to the serv ces pro‘ rded to a
brokei-dealer client will be made available for inspection by the' Commissi nd .SRO:
or any other regulatory authotity with jurisdiction over the broker- dealer and the brol\er— -
dealer/customer relationship; e Li

f. Broker-dealer clients will not asseit that the ex1stence of ‘-
arrangement w1th TriNet in any way affccts the ab1hty of th ,

or employce of such b1oker-dealer client;
AU employees of a broker-dealel chent who. ar ¢, 0 :

uQ

h. TnNet will not engage in any securmes related actwmes that would reqmre revlstranon;" g
as a broker- dealel such as brokerage services. - '

Control of the day-to-day operations and professional acﬁv’iﬁe
with the broker-dealer. In this regard, the broket-dealer wﬂ'.v contmue
books and records-that the Commission, any applicablé SRO, of an
atithority may require of a broker-dedler, and will contititie to mdk
available for inspection by the Commission, any other relevant regula
of which the broker-dealer is a member.

rel evant ’reguiatoi‘ys
books and lrecords :

Similarly, the brokeér-dealer will continue to maintain and handle.
broker-dealer’s customers. TriNet will receive payment. from th
administrative fee (inclusive of its profit margin), and for the'¢
that TriNet will then pay to broker-dealer personnel who have
and the cost of benefits funded by the broker-dealer. TriNet’s adt
be based upon blokeraﬂe commissions earned by either the ernployee
broker-dealer itself.” The TriNet fee is not a perceitage, bt is mstea “aflan
based on the number of émployees serviced at the clienit location by TnNet

TriNet will have no discretion concerning the amount .or fi
commlssmn or bonus paymcnts to employees of the broker»

“FriNet’s situation differs from the one where 2 registered representamve P!
or other entity that, among other things, is to receive’ the representative’s commiission’ fr
an entity would be considered an “Employee, O\x ned Corpor'mon

¥

1100:San Leandro Blvd. - SanLeandro, CA'G4577 -
Phone 510 3525000 + Fax 510 352 6480 - Web wiwwitrinet:com




TOTAL HR SERVICES
Catherine McGuire, Esq.
Chief Counsel
Division of Market Regulation
Securities and Exchange Commission
February 8, 2006
Page 4 of 5
that are to be made to such personnel. Such books and records relating. theret
property of the broker-dealer and will be avatlable for inspection by thé¢ Com
SRO of which the broker-dealer is a memniber. -

;pubhc as me bloker dealer S 1‘60'15'[61 ed rcpres ; ,
transachons The bxokex dealer wﬂl be liable for the acts o

of such acreunent In this reoard each employee of thie broker-d
dealer, will be subject to the same administrative jurisdiction of
relevant regulatory authorities and SRO’s both before as well as afte
agreement.

In any plomotlonal matenal that TnNet dlsmbutes 'T';

attempt to exermse any mﬂuence or contlol w1th rcspect to the ro er:
business.

Analysis

as “any.person’

thers.” Section

enoawed n the business of effectmg transactions in sec
3(&)(5) of the Exchanoe Act deﬁnes the term “dealer

or otherwise.”

uency requlrements
applxcable ‘are met .

monthlv payroll must be dehvexed to employecs TriNet ensures thatthesé minunum P
are met, just as it helps fo ensure that ‘minimum wage and maximum hour requiremeénts; 1

1100 San Leandro Blvd. - San Leandro; CA 94577
‘Phone 510 352 5000 - Fax. 510 352.6480 - Web wwwtrmet cony
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,Bdsed upon the facts set forth above, we beheve that T”

510. 875 7138 or, in my absence our Assomate (Jeneral Counse Jay-
so that we may discuss your congcerrs.

Please stamp one of the enclosed eight (8) copies. of this lefter, to ackno Iedge recelpt of thlS;
submission, and return the same in the self-addressed stamped ervelope: provi :
purpose. Thauk you for your consideration of this matter.

Very truly yours,

TriNet Group, Inc.

‘Gi‘étgo,l'y L. Hammond . DR R
Executive Vice President & General Counsel SR

1100 San Leandro Blvd. - SanLeandro, CA94577 ~ .
‘Phone 510 3525000 - Fax 510352 6480 « Web www.tfinet.com




