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Can Mutual Fund Transfer Agents Be 
Automated Using Distributed Ledger 
Technology?
By Stephen A. Keen and Thomas M. Ahmadifar

During the past several years, people have been 
speculating on the potential application of 
distributed ledger technology (DLT, also 

known as blockchain) to securities markets in gen-
eral and mutual funds in particular.1 Although we 
still have yet to see a mutual fund that relies on DLT 
for share transactions, we are beginning to see fil-
ings for new funds that anticipate the use of DLT in 
the near future.2 These filings may give us a glimpse 
into how mutual funds, and securities issuers, gen-
erally, will use DLT to process transactions in their 
securities.

Government or retail money market funds3 are 
likely candidates for using DLT because they trade at 
a constant one dollar per share price, which simplifies 
trading. DLT offers the prospect of fully automating 
the issuance, redemption and transfer of a money 
market fund’s shares without using a traditional 
transfer agent. Nevertheless, a money market fund 
seeking to rely on DLT (a Blockchain Money Fund) 
will need to clear major hurdles before its blockchain 
could replace any of a transfer agent’s traditional 
functions. This article identifies and explains a few 
of these hurdles, particularly US federal and state 
laws that may need to be revised to accommodate 
automation of securities transfers.

How Distributed Ledgers Work
At their core, distributed ledgers are records of 

data. To operate, a distributed ledger relies on a net-
work of unrelated computers called “nodes” to col-
lectively run the distributed ledger’s protocol and 
maintain a copy of the distributed ledger’s data.4 As 
the network verifies changes in the data, the changes 
are added to the ledger in “blocks” of data compris-
ing all agreed to changes within a specific period of 
time (for example, every 15 seconds). Once a new 
block is added to the ledger, every node receives an 
updated version of the distributed ledger.

Each block includes a cryptographic “hash”: a 
long (typically 256 character) string of letters and 
numbers. A program generates the block’s hash 
by applying an algorithm to the data in the block. 
Altering any datum changes the hash generated by 
the program. The chances of different sets of data 
generating the same hash are vanishingly small, so 
hashes are considered unique to their data block. 
Each block must include the hash from the immedi-
ately preceding block when generating its hash. This 
“chaining” of hashes (hence the term blockchain) 
should prevent unauthorized changes to the ledger. 
If a node changed data in an existing block on its 
ledger, the block’s hash would change and no longer 
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correspond to the hashes of subsequent blocks, indi-
cating that the data on that node’s ledger had been 
corrupted.

Sharing copies of the ledger across all nodes 
allows every user to see all of the information on 
the ledger. This helps to establish the permanence of 
the information by preventing any one node from 
manipulating the data.5 Although a digital ledger 
might be used to record any form of data, the prin-
cipal use to date has been to record transfers of so-
called digital assets, also referred to as digital coins or 
tokens. In some cases, the digital asset is the record 
itself (“native” digital assets, such as bitcoin) and in 
other cases the digital asset corresponds to a legal 
entitlement to an asset or service, such as a “backed 
stable coin” that can be exchanged for an underlying 
currency.

Digital assets are stored in “wallets”: applications 
that interact with the distributed ledger to track a 
person’s holdings of the digital asset and to autho-
rize transfers. In order to access and transfer assets 
in to and out of wallets, users require a “public key” 
and “private key.” A public key serves as the public 
address for a wallet akin to a routing number and a 
private key is the private password to access the wal-
let similar to a PIN.

“Smart contracts” are another important fea-
ture of distributed ledgers. A smart contract is an 
application that operates on the distributed ledger’s 
network to automatically execute functions on the 
occurrence of specified conditions.6 For example, 
a smart contract might automatically transfer a 
specified amount of digital assets from one wallet to 
another after a specified number of blocks have been 
added.

Direct Ownership of Mutual Fund 
Shares

Mutual funds have been at the forefront of 
electronic trading. They were the first, and are still 
the most prominent, companies to issue “uncertifi-
cated securities” directly to their investors. In the 
United States, most publicly traded securities are 

held through an “indirect holding system” in which 
only centralized clearing corporations, such as the 
Depository Trust Company, hold securities in either 
certificated or uncertificated form.7 Intermediaries 
and investors own claims to these securities, known 
as “security entitlements.”8 Most securities “held” by 
investors are legally security entitlements provided 
by their intermediary.

In contrast, if you purchase uncertificated shares 
directly from a mutual fund, you can hold those 
shares, rather than a security entitlement to the 
shares, through an account with the fund’s transfer 
agent.9 Article 8 defines an “uncertificated security” 
as a “a security that is not represented by a certifi-
cate,”10 and requires “the transfer of [an uncertificated 
security to] be registered upon books maintained for 
that purpose by or on behalf of the issuer”11 (referred 
to as “transfer books”). You become the holder of an 
uncertificated security when “the issuer registers the 
purchaser [you] as the registered owner” in its trans-
fer books. 12 This registration may also be performed 
by a person maintaining the transfer books on the 
issuer’s behalf, a “transfer agent.”13

What Transfer Agents Do
The core functions of a transfer agent are to 

maintain transfer books on behalf of the issuer and 
to register transfer of the issuer’s securities thereon.14 
A transfer agent must maintain “an alphabetical list 
of the names and addresses of all current holders of 
its shares, indicating the number and class of shares 
held by each.”15 A transfer agent also may act as the 
fund’s “registrar” by verifying that the issuance of 
new shares will not exceed the shares authorized by 
the fund’s governing documents.16

Shares of a money market fund, or any mutual 
fund that is not an exchange-traded fund,17 how-
ever, are rarely transferred from one shareholder to 
another. Instead, the fund continuously issues new 
shares to purchasers and redeems shares from sellers. 
This often requires additional services not performed 
by transfer agents for exchange-traded securities. For 
example, a transfer agent for an exchange-traded 
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security need be told only the quantity of the securi-
ties transferred and the identities of the transferor 
and transferee; the transfer agent may not be aware 
of the purchase price and does not play a role in the 
transfer of funds. In contrast, mutual fund shares 
may be sold or redeemed only at the next price cal-
culated after the trade order is received by the fund 
or its authorized agent, so the trade order typically 
consists of the dollar amount purchased or redeemed 
rather than the number of shares.18 To record the 
trade, a transfer agent for a mutual fund must obtain 
the net asset value per share (NAV) determined after 
the order was received and divide the dollar amount 
of the trade order by the NAV to calculate the quan-
tity of shares to issue or redeem.

The transfer agent also typically receives or 
remits the purchase or redemption proceeds from 
the trade. The transfer agent collects purchase pro-
ceeds in a trading account it maintains for the fund 
and pays redemption proceeds out of this account. If 
the fund has net redemptions, the transfer agent will 
transfer the required amount from the fund’s cus-
todial account into the trading account; if there are 
net purchases, the transfer agent will deposit the net 
proceeds from the trading account into this custo-
dial account.

In addition to these core functions, a mutual 
fund transfer agent typically will provide a number 
of incidental services, such as:19

■	 Processing applications for new accounts,
■	 Providing written confirmations of trades,20

■	 Calculating any transaction-based charges (such 
as sales loads) and fees (such as redemption fees), 
deducting the calculated amount and allocating 
it among the fund, its principal underwriter, 
dealers or other appropriate parties,

■	 Processing and administering letters of intent, 
systematic withdrawal plans and other plans for 
reducing such transaction-based sales charges 
and redemption fees,

■	 Acting as the fund’s dividend paying agent 
by calculating the dividends payable to each 

shareholder and the aggregate dividends payable, 
distributing the dividends or, if the shareholder 
elects to reinvest the dividend, calculating shares 
issued upon reinvestment and issuing such 
shares,

■	 Distributing shareholder communications or 
providing mailing lists for such distributions,

■	 Responding to shareholder inquiries regarding 
their accounts,

■	 Obtaining taxpayer identification numbers from 
shareholders and preparing and distributing tax 
reports (such as Form 1099s) to the Internal 
Revenue Service and to shareholders,

■	 Withholding and remitting taxes on applicable 
foreign accounts,

■	 Providing information necessary to implement 
the fund’s market timing and excessive trading 
policies,

■	 Complying with state laws regarding unclaimed 
shares and dividends, and

■	 Maintaining all records necessary to perform 
and document these services.

A government or retail money market fund, 
like a Blockchain Money Fund, does not require a 
transfer agent to perform all of these services. First, 
the Blockchain Money Fund should maintain a 
stable NAV of $1.00 per share under normal cir-
cumstances,21 so the NAV already should be known 
as each block is added. Second, the Blockchain 
Money Fund’s shares would not be subject to any 
transaction-based charges or fees.22 This also elimi-
nates the need to administer letters of intent, sys-
tematic withdrawal plans and similar plans. Third, 
the Blockchain Money Fund is not required to send 
a written confirmation of each trade if it includes 
the trade information in a monthly or quarterly 
statement to the shareholder.23 Fourth, as a liquidity 
vehicle, the Blockchain Money Fund is unlikely to 
limit the frequency of trades.

This leaves the core functions of a transfer 
agent and registrar, the creation of new accounts, 
acting as a dividend paying agent, shareholder 
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communications, tax reporting, unclaimed property 
reporting and recordkeeping, as services for which 
the Blockchain Money Fund might consider using 
DLT.

Blockchain Money Funds
DLT could provide a means of maintaining 

transfer books for a Blockchain Money Fund with-
out using a traditional transfer agent. A Blockchain 
Money Fund could develop a decentralized applica-
tion (dApp) that permits users to submit share trades 
directly to a distributed ledger network using a smart 
phone, tablet or personal computer. The distributed 
ledger would serve as a virtual transfer book for the 
shares, recording each trade and the current share 
balance held by each shareholder.

Investors could download the dApp and use 
it to open an account with the Blockchain Money 
Fund. The investor would link a bank account to 
the dApp account and purchase or redeem shares 
by electronic fund transfers from and into the bank 
account. The dApp would have to provide some 
means for the user to transmit sufficient information 
to comply with anti-money laundering, know your 
customer and tax reporting laws and regulations,24 
and this information would have to be reviewed by 
the appropriate compliance personnel. The dApp 
could nevertheless automate many other steps of the 
account creation process.

When an investor opens an account through 
the dApp, a blockchain wallet and a correspond-
ing public and private key pair would be created for 
the investor. The investor could submit trade orders 
through the dApp at any time, using the private 
key to authorize the order. Once the correspond-
ing receipt or payment of clearing house funds to or 
from the shareholder’s bank account is confirmed, 
the order would be released to the distributed ledger 
network. A node would incorporate the transfer of 
shares to or from the shareholder’s wallet, as the case 
may be, into the next block added to the distributed 
ledger, thereby increasing or reducing the number of 
shares recorded to the wallet’s public address.

A Blockchain Money Fund would probably 
need to use the dApp as the exclusive means of 
entering trade orders. A shareholder must authen-
ticate any order transmitted to the distributed led-
ger network using his or her private key. Processing 
phone or mail trade orders would require the share-
holder to provide the private key to the employee 
taking the order, which would defeat the purpose of 
a private key by introducing the risk of unauthor-
ized transactions by these employees. A dApp, in 
contrast, could allow the shareholder to use a private 
key without sharing it with anyone or exposing it to 
misappropriation.

Another consideration for a Blockchain Money 
Fund and its shareholders is the payment of “gas.” 
Those operating the nodes of a distributed ledger 
network generally need to be compensated for their 
work. Bitcoin and many other protocols provide 
compensation by awarding newly created digital 
assets with the creation of each block. The constant 
increase in the supply of digital assets can dilute 
their value over time, however. To address this, 
Ethereum and some other protocols require users to 
add a small amount of a native digital asset (ether, in 
the case of the Ethereum protocol) to each transfer 
(which Ethereum refers to as “gas”). As the trans-
fers are included in blocks, the protocol distributes 
these additional assets among the nodes validating 
the block as compensation.

The need for shareholders to pay these transac-
tion costs could make explicit the currently implicit 
cost of transfer agent services. Transfer agents charge 
fees to mutual funds based, in part, on the number 
of transactions processed. These fees are included 
in the “Fund Operating Expenses” disclosed in the 
prospectus and are not separately broken out. If a 
distributed ledger is used as a mutual fund’s transfer 
books, the network’s transaction fees would be the 
equivalent of transfer agent fees, except they would 
be externalized and paid by shareholders directly. 
This may not be disadvantageous if the network 
transaction fees are lower, in the aggregate, than a 
transfer agent’s fees. A distributed ledger may also 
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have the advantage of requiring shareholders who 
engage in the largest number of transactions to bear 
a proportionate share of the cost of recording their 
transactions.

Hurdles to Providing Core Transfer 
Agency Functions through a 
Distributed Ledger

Technical Hurdles
From a programmer’s perspective, there would 

not appear to be any reason that a distributed ledger 
could not perform the core transfer agency function 
of recording the issuance and redemption of shares 
on behalf of a Blockchain Money Fund. Shareholders 
could use the dApp to send trade orders to the net-
work, which would then validate the trade and record 
a transfer of shares to or from the shareholder’s wal-
let from or to the Blockchain Money Fund’s wallet. 
The smart contract for these transfers could include 
a step to prevent the Blockchain Money Fund from 
issuing more than its authorized shares, effectively 
performing the function of a registrar.

This represents only one side of a mutual fund 
transfer agent’s core function, however. Recall that, 
unlike transfer agents for exchange-traded securities, 
a mutual fund transfer agent is also involved in the 
transfer of money to (in the case of a purchase) or 
from (in the case of a redemption) the Blockchain 
Money Fund. The purchases and redemptions should 
not be recorded on the distributed ledger until the 
corresponding cash transfer is confirmed. So long 
as the Blockchain Money Fund relies on electronic 
fund transfers, the distributed ledger will need to 
interface with an external system that matches trade 
orders to cash transfers. Thus, an essential element 
of the core function of a mutual fund transfer agent 
would still need to be handled outside the distrib-
uted ledger.

Significantly, the protocol would not need 
to match cash transfers to transfers made by one 
shareholder directly to another. If both parties have 
Blockchain Money Fund wallets, the transferor could 

use the dApp to transfer shares to the transferee. 
Because a distributed ledger operates continuously, 
such transfers could be made on any day at any time, 
rather than only during the transfer agent’s business 
hours. This might allow shares of the Blockchain 
Money Fund to become an effective substitute for 
currency, with sellers of goods and services accept-
ing shares in lieu of using a payment app (such as 
Apple or Google pay). This would be attractive if the 
transaction fees (gas) charged by the network were 
less than the processing fees charged by other pay-
ment methods.

Eventually, a distributed ledger could handle 
the payment side of trade orders if the Blockchain 
Money Fund began accepting digital currency 
as well as clearing house funds. Banks and other 
financial institutions have begun to introduce 
“backed stable coins” that are recorded on dis-
tributed ledgers and exchangeable for US dol-
lars. If a Blockchain Money Fund agreed to issue 
and redeem its shares for a specified stable coin, 
entering a purchase order through the dApp could 
also authorize the transfer of such stable coins in 
the amount of the purchase price from the pur-
chaser’s wallet. The stable coins would be directed 
to a smart contract, which would issue shares to 
the purchaser’s wallet while transferring the stable 
coins to the Blockchain Money Fund’s wallet. 
The Blockchain Money Fund would exchange the 
stable coins for dollars and invest the proceeds. 
Redemptions would move shares and stable coins 
in the opposite directions.

Federal Regulatory Hurdles
Section 17A(c)(1) of the Securities Exchange 

Act of 1934 (Exchange Act) makes it “unlawful 
for any transfer agent, unless registered [with the 
Securities Exchange Commission (SEC)], … to per-
form the function of a transfer agent with respect 
to any security registered under section 12 of [the 
Exchange Act] or which would be required to be 
registered except for the exemption from registra-
tion provided by subsection (g)(2)(B) ….”25 Section 
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12(g)(2)(B) exempts from registration “any security 
issued by an investment company registered pursu-
ant to section 8 of the Investment Company Act of 
1940.”26 Thus, anyone who “performs the functions 
of a transfer agent” for a Blockchain Money Fund 
would have to register with the SEC and comply 
with the applicable provisions of and regulations 
under the Exchange Act.

The “functions of a transfer agent” can be found 
in the Exchange Act’s definition of “transfer agent.” 
Section 3(a)(25) of the Exchange Act defines a trans-
fer agent as “any person who engages on behalf of 
an issuer of securities … in … (B) monitoring the 
issuance of such securities with a view to preventing 
unauthorized issuance, a function commonly per-
formed by a person called a registrar; (C) registering 
the transfer of such securities;… or (E) transferring 
record ownership of securities by bookkeeping entry 
without physical issuance of securities certificates.”27 
Thus, a distributed ledger that performs these func-
tions for a Blockchain Money Fund would be per-
forming the functions of a transfer agent that is 
required to register with the SEC.

While the need to register as a transfer agent 
may be clear, who should register is uncertain. The 
distributed ledger protocol would determine when 
blocks are added, thus “transferring record owner-
ship of securities by bookkeeping entry.”28 A smart 
contract would perform the function of a registrar 
by checking and preventing the issuance of more 
than the authorized number of shares. Every node 
would maintain an identical copy of the ledger and 
update the ledger at the same time. It could thus 
be argued that software performs the “functions of a 
transfer agent” rather than “any person.”

This process is not unique to distributed ledgers, 
however. A software developer could create an appli-
cation that allowed shareholders to open accounts 
and enter trade orders via their smart phones or 
computers, and then automatically record the trans-
actions and changes to share ownership on servers 
maintained by the developer. The SEC would likely 
regard whoever operates and controls this software 

as a person “performing the functions of a transfer 
agent” rather than the software itself.

What is unique about a distributed ledger 
is that multiple people operate the protocol on a 
decentralized basis. If each person running the pro-
tocol is considered a transfer agent, then the shares 
would have thousands of transfer agents operating 
all over the world. Another alternative would be 
to treat the developer of the network as a transfer 
agent. One problem with this approach would be 
that the developer may not have any control over 
the network once the protocol is released. A third 
approach would be to treat the person who added 
the distributed ledger to the network (presumably 
the Blockchain Money Fund’s sponsor) as the trans-
fer agent. However, the sponsor may not run the 
protocol itself and could not control the operation 
of the distributed ledger.

We do not have space in this article to detail the 
extensive regulations with which registered transfer 
agents must comply.29 Suffice it to say that it would 
be impractical and inefficient to have the operator 
of every node on a network register as a transfer 
agent and file annual reports with the SEC. Having 
the protocol developer or sponsor of the Blockchain 
Money Fund register as the transfer agent may also 
be impractical. The Exchange Act and its regulations 
assume that a registered transfer agent supervises 
and controls the activities of any “person associ-
ated with a transfer agent,” defined as “any person 
… directly engaged in the management, direction, 
supervision, or performance of any of the transfer 
agent’s activities with respect to transfer agent func-
tions, and any person directly or indirectly control-
ling such activities ….”30 This assumption is not 
true of a distributed ledger maintained on a public 
network.

One example of the problems posed by exist-
ing transfer agent regulations is Rule 17f-2 under the 
Exchange Act, which effectively requires persons with 
“access to the keeping, handling or processing of (1) 
securities, …, or (3) the original books and records 
relating to the securities” to have their fingerprints 
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filed with the US Attorney General’s office.31 Every 
node operator would have access to the distributed 
ledger relating to the Blockchain Money Fund’s 
shares, but no one would have the means of obtain-
ing fingerprints from these operators.

As discussed below, although the SEC has con-
sidered major revisions to the current transfer agent 
regulations, none of the proposals would address 
these potential hurdles.

State Law Hurdles
State laws may raise hurdles for using a distrib-

uted ledger as a transfer agent. For example, Section 
8-403(a) of the Uniform Commercial Code (UCC) 
gives the owner of an uncertificated security the 
right to “demand that the issuer not register transfer 
of a security by communicating to the issuer a noti-
fication that identifies the registered owner and the 
issue of which the security is a part and provides an 
address for communications directed to the person 
making the demand.” Upon receipt of a subsequent 
request to transfer the uncertificated securities, the 
issuer must send notices to the owner and the per-
son requesting the transfer that registration of the 
transfer will be withheld. Section 8-407 requires a 
transfer agent to comply with Section 8-403, among 
other provisions.

Ordinarily, a distributed ledger network will 
automatically record any properly authorized trans-
fer transmitted to the network. This would prevent 
the Blockchain Money Fund from complying with a 
stop transfer instruction provided by a shareholder 
in compliance with Section 8-403 due to, perhaps, 
the theft of the shareholder’s private key. The net-
work might overcome this hurdle by including a 
feature in the dApp that allows the shareholder to 
permanently lock his or her wallet and then contact 
the Blockchain Money Fund to create a new wallet 
and transfer the shares thereto.

Hurdles to Incidental Functions
A distributed ledger probably could not per-

form many of the incidental transfer agency services 

required by a Blockchain Money Fund. First, a 
public distributed ledger could not be used to store 
personally identifiable information, such as names, 
addresses and taxpayer identification numbers.32 
Second, the network could not reply to shareholder 
inquiries or transmit shareholder specific informa-
tion (such as an account statement). Third, the 
network would probably not be an efficient means 
of transmitting general shareholder communica-
tions (such as prospectuses and financial reports). 
The dApp might be programed to provide any of 
these functions, as well as open new shareholder 
accounts, but it would execute the functions over 
the internet rather than through the distributed 
ledger.

Fourth, absent the development of a block-
chain-based reporting system by the Internal 
Revenue Service, the network could not deliver 
tax reports or withholding. Fifth, although digital 
assets are clearly subject to most state unclaimed 
property laws,33 it is not yet clear when a digital 
asset would be deemed to be unclaimed, who would 
be required to report the unclaimed asset or how 
it would be turned over to the state administra-
tor. Thus, the Blockchain Money Fund could not 
rely on a smart contract to comply with unclaimed 
property laws.

In contrast, if the distributed ledger supported 
a stable coin, a Blockchain Money Fund could use a 
smart contract to calculate and distribute dividends 
paid in the stable coin. The Blockchain Money Fund 
would deposit the amount of stable coin to be dis-
tributed to the smart contract, which would then 
apportion the deposited amount among the wallets 
in proportion to the shares held therein as of a par-
ticular date and time (or block number). The wallet 
might have a reinvestment feature that would auto-
matically return dividends for reinvestment if acti-
vated by the holder. Thus, a smart contract running 
on a distributed ledger might function as a dividend 
paying agent.

Finally, a distributed ledger would automatically 
keep records of any functions it performs. This is 
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another instance, however, in which current transfer 
agent regulations may not accommodate DLT. Rule 
17Ad-7, for example, requires an electronic stor-
age media to “assure the authenticity and quality of 
the electronic facsimile, detect attempts to alter or 
remove the records, and provide means to recover 
altered, damaged, or lost records resulting from 
any cause.”34 The SEC has yet to indicate whether 
a transfer agent may rely on a block hash to fulfill 
these requirements.

One advantage (from the SEC’s perspective) is 
that the records of the distributed ledger are pub-
lic, so it could inspect the records without having 
to request them from the transfer agent. Indeed, 
some regulators have proposed creating “supervisory 
nodes” that would allow them to monitor activity on 
a distributed ledger.35 The SEC would still have to 
request any personally identifiable information if it 
wanted to examine particular transactions.

Potential Regulatory Reforms
At the end of 2015, the SEC issued an advance 

notice of proposed rulemaking and concept release 
proposing significant revisions to transfer agent reg-
ulations (Proposed TA Reforms).36 The SEC issued 
the Proposed TA Reforms in recognition that:

The securities markets and the [systems] in 
which transfer agents operate have changed 
significantly since the Commission first 
began regulating transfer agents in the 
1970s. The changes largely reflect a decades-
long evolution from a manual securities set-
tlement process focused on the processing 
of physical securities certificates to a highly 
automated electronic environment centered 
on the processing and transfer of electronic 
book-entry securities. The changes also 
reflect significant technological and opera-
tional developments in other areas, as well 
as broader changes in the securities industry 
and the business and regulatory environ-
ments in which transfer agents operate.37

Given that Ethereum had been launched only 
five months before, the Proposed TA Reforms 
were forward looking in soliciting comments as to  
“[w]hat utility, if any, would a distributed pub-
lic ledger system have for transfer agents, and how 
would it be used?”38 Three comment letters on the 
Proposed TA Reforms mentioned DLT, but only one 
addressed the hurdles posed by current regulations.39 
The commenter proposed a temporary exemption 
from transfer agent registration for “mere distributed 
ledger providers,” while the SEC continued to study 
the matter.

In our view, any potential reforms will have 
to come to grips with the increasing reliance on 
software to provide investor services, regardless of 
whether the software runs on a distributed ledger. 
This has become a recurrent issue, as securities trad-
ing and even investment advice have become ever 
more automated.40 Software is a set of procedures, 
and investors depend on the efficacy of those proce-
dures, rather than the conduct of market profession-
als, to achieve their investment goals.

Further proposals may be on the horizon, as the 
current SEC regulatory agenda slates the Proposed 
TA Reforms for a notice of proposed rulemaking by 
April 2020.41 The agenda is not binding, although 
the current SEC Chairman has encouraged the Staff 
to take the agenda more seriously when prioritizing 
their work. We do not know whether additional pro-
posals would address any of the hurdles discussed in 
this article.

First Steps
In the second half of 2019, two companies that 

plan to use DLT to provide transfer agency services 
registered as transfer agents under the Exchange 
Act.42 As of the date of this article, only one of these 
companies has filed a report on Form TA-2 and the 
report indicates that the company has yet to main-
tain any security holder accounts.43 Although the 
companies’ Websites indicate that their protocols will 
provide a range of transfer agency services, we can-
not tell which services, if any, would be conducted 
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through smart contracts operated on a public net-
work. We also do not find any clear indication that 
the companies currently are prepared to maintain 
transfer books for securities.

Conclusion
Many have hypothesized that DLT might trans-

form the transfer agent function,44 and a Blockchain 
Money Fund may be one of the earliest attempts 
at implementing the technology to perform some 
of these functions for a registered mutual fund. 
Blockchain Money Funds and other developments 
in DLT should prompt the SEC to refocus on 
transfer agency reforms in order to promote inno-
vation and interested industry participants should 
support these efforts and corresponding reforms. It 
may require the cooperation of the SEC and other 
regulators (both in the US and abroad) before this 
can become a reality, given the novel challenges of 
regulating fully automated financial transactions 
conducted by a decentralized system.
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