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9' Glen A. Payne, Esquire · 1940C 17(d) ---
' Assistant Director .- - :59221 1940C 18(d) ---

Division of Investment Managemesilp- 11 1940C 23(a) ---
-Mail '*Stop 5-2 . r .1: ,

Securities and Exchange Commiss&©n
69450 Fifth Street,t N.W.

/0.Washington, D.C. 20549

Re: Application of Association of-'Publicly-,Traded
Investment Funds - File No. 812-5498

« Dear Mr. Payne: .
--

BM --]-:AS You may recall, on June 21, 1985 the Commission issuedan
1·- order-granting exemptions from Sections 17(d), 18(d) and 23(a),=

. -.(b),and (c)and Rules thereunder, to-permit internally-managed,
-' closed-end .investment - company members of the Association of

, 4 Publicly- Ttaded Investment Funds to offer their employees,
including certain employees of their wholly-owned subsidiaries,

·-tu deferred equity compensation in the form of stock optiobs or
'-* rstock appreciation rights, subj ect to the representations and
·conditions' set forth in the Association' s Application, as amended

f (Investment Company Act Release No. 14594). On December 23,
1986,flthe Commission's order was' amended to permit use of the
exempti'on by Association>members -which ,have retirement plans

-- 'qualified under Section 401(a) of the Internal Revenue Code
- '(Investment Company. Act Release No. 15496).3.1, 3 h

.The order, as->amended;' applies' not only to internally-
:0't , managed -closed-end' investment -companies -that were members of the

1 ''*'·'-,/._'..93<Assbciation'Ydn-,the .date Cof fissuanc'e, - blit.:also'-to-fany -such
&46%- st,;j«companies that-might in fthe°futurd join the «Association. As
blt«-5,!t*statddiin Amendment No. 4">to.the' Association's.Application; .the

*:'«- 12-wbul«dbef*ptopriate for all *intei?nallyumhnaged,©registered-.,„j,jj»j»j.j"-dxe'mptioh, was.limiteds_to- ri,mbers.l'ofithe*Association E(presentg-and *«» 0 .future)'because-of uncertainty'as: to whether the relief requested 1
'»44,4, 59/]561*sdd,end:Winvestmebt companies., Mambership -dh therAssociations234 :t.:s-:.'- izi-a's-' beWA'lizit@1:1:6-'r]«gi-stered:i.clos'«gldfid»investmeht dompanies .,-- i :'y:
%*f·{1*%%%ji*j{%93%**JO--.: -,..---.3.:·ff -.- -.4.-:. - i;z:di*:.--ti./ 1.. 1- /2.:. j'.*+ .: »., *i, ' .. 0·' I'-i'
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that are ( a) engaged in the business of investing and reinvesting
in a diversified portfolio consisting primarily of marketable
securities, (b) have at least 100 shareholders, 400,000
publicly-held shares, and total assets of at least $10 million,
and (c) are not- a small business investment company or a business
development company.

As of October 1, 1987 the Association has consolidated its
operations into a new Closed-End Division of the Investment
Company Institute ("ICI"). All Association members who submit
applications for ICI membership and- pay the requisite dues
assessment will become, members of the new Closed-End Division.
The Closed-end Division will continue and expand the present
trade association functions of the Association and the Board of
Directors of the Association will become members of the Governing
Committee of the Division, which will determine-membership
standards and dues schedules and other policy issues.

0- The Association presently remains in existence but intends
- to dissolvet in the future when its obligations have been fully

· discharged and there is no purpose to its-continued existence.
Under the-plan of dissolution recommended» by the Board -of
Directors of the Association, and now being_-submitted for
membership- approval, all-assets of the dissolved Association .will

- be contributed to' the-iICI for use'/in furthering the activities of
its Closed-End Division.' Thus, the Closed-End Division- of the
'ICI will be, in all respects,sthe-successor-in-interest to the
Association and will assume- all its functions as-a trade
associati6ri.

Under these circumstances, we believe that it is consistent
with the purpose and policy underlying the exemption to permit
Jits use by members, - present and future, of - the Closed-end
,Division of -the ICI if such members are internally-managed,

=, S ,« registered closed-end investment companies and would have ·
-s,-satisfied the membership standards of the Association.' As- noted,-
« under those standards, an internally-managed, registered closed-

94 .end'«inves€Ment company could avail itself of the . exemption> only _
of it (a) is engaged in the business of investing and reinvesting

, - in a diversified portfolio, consisting primarily of -marketable
securities, (b) has at least 100 shareholders, 400,000 publicly-

,vheld shares,and total assets of at least $10 million, and (c) is
4. not«a"small - business investment company or business development

>3.!6,5,  ..comparly.
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The availability of the exemption to members of the ICI
Closed-End Division satisfying these standards, would not, in any

_ way, enlarge the category of companies eligible for the
exemption. It would simply recognize that the Closed-End
Division of the ICI is the successor-in-interest of the

Association and that eligible members of that Division should
have the same rights and obligations under the Commission's
Exemptive Order as present and future members of the Association.

Accordingly, we request that you advise us whether the
Division would recommend to the Commission that it take any
enforcement action against internally-managed members of the
Closed-End Division of the ICI who, subject to the
representations and conditions set forth in the Commission's
exemptive order dated June 21,- 1985, as amended, offer their
employees, including certain employees of their wholly-owned
subsidiaries, deferred equity compensation in the form of stock

-options or stock_appreciation rights.

On behalf of·the

consideration-of-this

ly.
I t,

' I %4

" TE'. '.5 ,
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Association we appreciate your primpt
request. -

r.

Sincerely yours,

Richard M.- Phillips
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Our Ref. No. 87-592

Association of Publicly
Traded Investment Funds
Pile No. 812-5498

Your letter of. October 19, 1987 requests our assurance that we would
not recommend any enforcement action tmder Sectiora 17(d), 18(d) and 23(a),
(b) and (c) of the Investment Crmpany Act of 1940 ("1940 Act") if upon dis-
solution of the Association of Publicly Traded Imestment Funds ('Association"),
members of the Closed-End Division of the Investment Company Institute ("ICI")
that would meet the standards for membership in the Association rely on the
order for exemptive relief previously granted to the Association. The order
granted June 21, 1985 and amended Decenber 23, 1986 provides exemptive relief
frcm Sections 17(d), 18(d) and 23(a), (b) and (c) to allow registered, in-
ternally-managed closed-end investment funds which are members of the Asso-
ciation to offer their employees deferred equity campensation, in the form
of stock options or stock appreciation rights. You represent that as of
October 1, 1987 the Association consolidated its operations into i.he Closed-
Ehd Division of the ICI and that, with the dissolution of the Association,
the Closed-End Division of the ICI will becesne the successor-in-interest of
the Association.

Your letter represents that permitting use of the existing exenption
by internally-managed menbers of the Closed-LEnd Division that would meet
the membership standards of the Association ,ould continue, to limit the
availability of that exemption to those internally-managed closed-end in-
vestment companies that (i) are engaged in the business of investing and
reinvesting in a diversified portfolio, consisting primarily of marketable
securities; (ii) have at least 100 shareholders, 400,OOP publicly-held
shares, and total assets of at least $10 million, and; Gii) are not '
either a mall business investment conipany or a business development
caopany. Based on the representations in your letter, we would not
recammend any enforcement action under Sections 17 (d), 18ld) and 23 (a),
(b) and (c) provided that internally managed closed-end finds that are
members of the Closed-End Division of the ICI seeking to rely on the
exemptive order meet the aforementioned standards and camply with all
provisions of the order, as amended.

_QA.1» apiLE_D
Carol A. Peebles
Staff Attorney
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