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4 Section 2(a)(3)(C) of the Act defines the term
‘‘affiliated person’’ of another person to include any
person directly or indirectly controlling, controlled
by, or under common control with such other
person.

5 Section 17(b) may permit only a single
transaction, rather than a series of on-going
transactions, to be exempted from section 17(a). See
Keystone Custodian Funds, Inc., 21 S.E.C. 295
(1945).

issued by open-end investment
companies. Applicants state that such
restrictions are set forth in the Plan,
which would be included primarily to
benefit the Eligible Trustees and would
not adversely affect the interests of the
trustees or of any shareholder.

4. Section 22(g) prohibits registered
open-end investment companies from
issuing any of their securities for
services or for property other than cash
or securities. This provision prevents
the dilution of equity and voting power
that may result when securities are
issued for consideration that is not
readily valued. Applicants believe that
the Plan would merely provide for
deferral of payment of such fees and
thus should be viewed as being issued
not in return for services but in return
for a Fund not being required to pay
such fees on a current basis.

5. Section 13(a)(3) provides that no
registered investment company shall,
unless authorized by the vote of a
majority of its outstanding voting
securities, deviate from any investment
policy that is changeable only if
authorized by shareholder vote. The
relief requested from section 13(a)(3)
would extend only to existing
Investment Companies. Applicants
believe that relief from section 13(a)(3)
is appropriate to enable the affected
Investment Companies to invest in
Designated Shares without a
shareholder vote. Applicants will
provide notice to shareholders in the
prospectus of each affected Investment
Company of the Deferred Fees under the
Plan. The value of the Designated
Shares will be de minimis in relation to
the total net assets of the respective
Investment Company, and will at all
times equal the value of the Investment
Company’s obligations to pay deferred
fees.

6. Rule 2a–7 imposes certain
restrictions on the investments of
‘‘money market funds,’’ as defined
under the rule, that would prohibit a
Fund that is a money market Fund from
investing in the shares of any other
Fund. Applicants believe that the
requested exemption would permit the
Funds to achieve an exact matching of
Designated Shares with the deemed
investments of the Deferral Accounts,
thereby ensuring that the deferred fees
would not affect net asset value.

7. Section 6(c) provides, in relevant
part, that the SEC may, conditionally or
unconditionally, by order, exempt any
person or class of persons from any
provision of the Act or from any rule
thereunder, if such exemption is
necessary or appropriate in the public
interest, consistent with the protection
of investors, and consistent with the

purposes fairly intended by the policy
and provisions of the Act. Applicants
submit that the relief requested from the
above provisions satisfies this standard.

8. Section 17(a)(1) generally prohibits
an affiliated person, or an affiliated
person of an affiliated person, of a
registered investment company from
selling any security to such registered
investment company. The Adviser is an
affiliated person of each of the Fund’s
portfolios pursuant to section 2(a)(3)(E)
of the Act. Each portfolio may be treated
as an affiliated person of each other
portfolio by reason of being under the
common control of the Adviser.4 The
sale by a portfolio of any security to any
other portfolio of any Fund would
therefore be subject to the prohibitions
of section 17(a)(1). Applicants assert
that section 17(a)(1) was designed to
prevent, among other things, sponsors of
investment companies from using
investment company assets as capital
for enterprises with which they were
associated or to acquire controlling
interest in such enterprises. Applicants
submit that the sale of securities issued
by the Funds pursuant to the Plan does
not implicate the concerns of Congress
in enacting this section, but merely
would facilitate the matching of each
Fund’s liability for deferred trustees’
fees with the Designated Shares that
would determine the amount of such
Fund’s liability.

9. Section 17(b) authorizes the SEC to
exempt a proposed transaction from
section 217(a) if evidence establishes
that the terms of the transaction,
including the consideration to be paid
or received, are reasonable and fair and
do not involve overreaching on the part
of any person concerned, the transaction
is consistent with the policies of the
registered investment company, and the
general purposes of the Act. Applicants
assert that the proposed transaction
satisfies the criteria of section 17(b). The
finding that the terms of the transaction
are consistent with the policies of the
registered investment company is
predicated on the assumption that relief
is granted from section 13(a)(3).
Applicants also request relief from
section 17(a)(1) under section 6(c) to the
extent necessary to implement the
Deferred Fees under the Plan on an
ongoing basis.5

10. Section 17(d) and rule 17d–1
generally prohibit a registered
investment company’s joint or joint and
several participation with an affiliated
person in a transaction in connection
with any joint enterprise or other joint
arrangement or profit-sharing plan ‘‘on
a basis different from or less
advantageous than that of’’ the affiliated
person. Eligible Trustees will not
receive a benefit, directly or indirectly,
that would otherwise inure to a Fund or
its shareholders. Eligible Trustees will
receive tax deferral but the Plan
otherwise will maintain the parties,
viewed both separately and in their
relationship to one another, in the same
position as if the deferred fees were paid
on a current basis. When all payments
have been made to a Eligible Trustee,
the Eligible Trustee will be no better off,
relative to the Funds, than if he or she
had received trustee fees on a current
basis and invested them in Designated
Shares.

Applicants’ Conditions

Applicants agree that the order
granting the requested relief shall be
subject to the following conditions:

1. With respect to the relief requested
from rule 2a–7, any money market Fund
that values its assets by the amortized
cost method will buy and hold
Designated Shares that determine the
value of Deferral Accounts to achieve an
exact match between the liability of any
such Fund to pay compensation
deferrals and the assets that offset that
liability.

2. If a Fund purchases Designated
Shares issued by an affiliated Fund, the
Fund will vote such shares in
proportion to the votes of all other
shareholders of such affiliated Fund.

For the Commission, by the Division of
Investment Management, under delegated
authority.
Margaret H. McFarland,
Deputy Secretary.
[FR Doc. 95–30908 Filed 12–19–95; 8:45 am]
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