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Re: Recommendations toRule l9a_lRegardingAmend.ments 

DearMr. Plaze: 

The.InrestmentCompanyInstituteris submitting for yourconsideration

recommendationsto amend Rure 19a-1undertheInvesimentcompanyAct of 1940. As you

\Ty, 

R:rle19a-1.whichgovemshowafundcalculatesanddisclosesthe sources of its qr.rrlDutrons,hasnot beenrevisedsubstantively in 1g41.sincethattime,sinceitsadoption
technologicaladvances,suchas the Intemet,haveartereddramaticallythe way funds provide, andshareholdersaccess,information-Thetypesandcomplexityof investments nade by fu;;s,theaccountingandtax treatmentoftheseinvestment.,uni fund di.tributionpracticesur.or,ur"changedsignificantry.The Insritute has.workedextensivery*ith it. -"mb".. to a"u*Lf 

"­
recommendationsthatwouldupdateRule 19a-1to reflect tiresedevelopments.The revisionswerecommendbelow will permit fundsto communicatemoreeffectiverywith tneir straretrouers,----'
andshareholdersto morereadilyaccessandcompareinformationon funddistribution..i 


' TheInvestmentcomDanvInsrituteis the nationai associationof theU,s. rnresrmenreompany industry. MoreinformadonabouttheInstituteis available at the endof this letter.

'^In 
anattachmentto this lett€r, we have provided text of amendmentjto Rule l9a-l thatwould ne€d to made to
effectuateour recommendations.we recognizethatboth Rule lga-l and Rule lgb-l areintendedto enhance
shareholderunderstandingof the nature of fund distributionsliom to-"", *rr." ,r,un investmentincome. (Jur
proposedamendmentsto Rule 19a-1wouldnot addressall or tne issuesencountered"et 

or seek rooffer,manageddistribution.plans 

by closed,endfundsthatoffer,
pwsuantto sectron rs(b) exe;ptive orders.The commission staffrecentlyissueda revised set ofconditions foi crosed-endr'rna, s.rtinj ttr"re o.ders.see Lefter ftom JamesM.curtis' Branchchief' Division of Investm"nt Munug"."nt, u.s. se,:uiitj.i'ana E^"t angecomrnissionto DorothyM. Donohue,SeniorAssociateCounsel,In_v"trn"niCorpuny.inrriiu,a'a-*d O""".ber ?i, 2006. We urge thecommissionto considerproposingamendmentsto Rule 19a-i andRul; r9b-r concunentryand to propose
amendmentstoRule l9b-l rhirra'e more flexiblethanthe conditto* ,."*try

ftom DorothyM Donohue,senior Associate 

;rru.a by thJ snft si"-i.ii, t"u*

co_unser,hrve"^""i c".p""y r"rtitute to cate Marshall, Senicr 

f;aunsel, 
Division of Investment Managem.nt,u.s. se"*iri"t *J r^.rr'""g" co-mrrion, datedNovemberr7, 

http:si"-i.ii
http:Managem.nt
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Backgrcund and Summary of Recommendations 

section19(a)requiresthe paymenr ofany dividend,or a distribution in thenatureofa 
dividend payment, to be accompanied by a writtenstatement,(a "section l9(a) Notice") that 
adequatelydisclosesthe source(s) of a paymentif it is madefrom any source otherthan 
accumulatedundistributednet income. Rule l9a-l(a) requiresthesjction lg(a) Noticeto b€ on 
a separate pieceof paper,andto clearly indicatewhat portion of thepaymentis from: (1) net
income;(2) netprofits fromthe sale ofsecuritiesor orher properties I ana/or(3) paid-insurplusor 
anyothercapitalsource.Section19(a)andRule l9a-l are iniendedto protectfund shareholders 

_ 

-
from mistakenlybelievingreturnsofcapital or distributionsofcapital gains are in"o* oiu 
recumngnature.' c'ommissionstaffrecentlyreiteratedthe importance of this requirement, 
statingthat it is a basic and fundamentalrequirementto accompanythe payment ofany
distributionfrom a source otherthan net income with a written statementidentifyingthe source 
of thepayment." 

The objectiveofSection l9(a) can be achievedby requiring fundsto disseminate

informationaboutdistributionsthroughtheIntemetwithin a ieasonable amountof time aftera

distributionis madeand in periodic shareholdercommunications.We thereforerecommendthat

thecommissionupdateRule 19a-l to permitfundsto satisfytheirdisclosureobligationsby
postingthe required informationon their own,or an affiliate's,websitewithin a reasonable 
amountof time aftera distributionand additionally transmittingtherequiredinformationto
beneficialshareholdersno lessfrequentlythan quarterly in accountstatementsor other written 
communications. 

we alsorecommendclarifyingRule r9a-l to prescribethe accounting rreatmentfor
calculatingthesourcesof funddistributions.A fund'i distribution generally shouldbe treated as
arisingfirst fiom net invesrment income (a bookconcept)and calculated under generally 
acceptedaccountingprinciples ("GAAP"). Amountsdistributedin excessof nei income should
be treatedasothertaxableincomeandnet realized gains (i.e., capital gains) sorongu" it * 
supportedby earningsand profits (calculated "yon a tax basis).Ttrereriainderof the'distribution,
if any,shouldbe treated as a non-taxable returnofcapital as determined for federal incometax
purposes'sRule 19a-1(e)shouldbe amended to clarifo tnuiu'y."urrron to amounts previously 
subjectto section19(a)reportingte made cumulatively.ninaily, *e.ecom-end pri"loi"J""
exceptionfrom Sectionl9(a) Noticerepor.ing fordeminimisamountsofcapital gainor reiurn of
caDital. 

' try,^",q,HearingsBeforea Subcommittee of the Committeeon Banking and cureocy of the Unitedstatessenarcon5.3580,76thCong.(3dSession)275, 2j8 (tg4}). 
',!:", 

: S:,,4!_?* L Donohue, KeynaleA ddress at 2007 Maua! Fundsand Investnqnt ManagenenConference(March26.2007). 
5Reponingretumofcapitalona tax basisis consistentwithAICPAstatementofpositionNo. 93-2, Dererminqtrcn,Disclosure,and Financial StatementPresentationoflncome,CapitalGsin,and. Retum ofCapitslDi$ributionsby,::y,*:, 

9:y*,nres. as incorporated.into by AICpA AuditandAccountingGuidefor Inuor."n,andsupuseded
Lompanles paragraphs (..ROC_SOP..).(Mayl, t00,b), l2.ll_12.39 
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Therecommendedapproachwill improvethecomparabilityof Sectionl9(a) Noticeinformation,alleviatesharehorderconfusion,and provide sharehoriers*itr, nlo." ,r*uninglur
informationabout fund distributions. 

Recommendationsfor Improved Disclosure 

InternetDisclosure.we recommendamendingRule l9a-r to require fundsto posttheirsection19(a)Noticeson the Internet.under our profosal, prior to initial porting,
fundswouldberequiredto discloseby meansofa press.elease "nla-rna 
bepostedto a specified. 

thatsection r9(a) Noticeswirl
website.whiremutud fundswourdberequiredto makethisdisclosurernrne'. prospectuses.- Au tunds wouldberequiredto disclosein their semi-annualandannualshareholderreportsthe Intemet availabilityandlocationofSection r9(a) Notices. Fundswouldbe required to keep theirsection l9(a) Noiiceson the website for at leasi twenty-fourmontrrsfrom thedateofposting. 

. . Postingsectionl9(a) Noticeson the Internet wi'benefit fund sharehorders.A great-
l1,"liry 9f .qid. 

shareioldersus€ the Internet on a regular basisincludingfor financialpurposes' Makrngthls informationavailablethroughtheIntemetwill enableshareholdersto accessinformationaboutthe sources of theirdistributioncontemporaneouslywith receiptofthedistribution.8sharehordersalsomayreviewthe information whenevertheywish without 
concern-forphysicallystoringandretrievingwrittennotices,andeasilypui it in *irh

"ont"*totherinformationaboutthe fund ava ableJn the Internet. internetpostingalso w r benefit prospectiveinvestors,whootherwisewill not haveaccessto sectiontelaiNotice information,

and.third-partiescollectingandanalyzingtheinformationto thebenefitof shareholdersandthe
market. we believethebenefitsof postingthis informationon the Internet wouldexceedthe
costof this additionalreportingobligation.


Peiodic writen statem.enr^r' section19(a) provides thatthe payment of any dividendordistributionbe "accompanied" by a writtenstateme;t.The commissionstaff arreaiyhasrecognizedthatthepurposesofsection r9(a)canbesatisfiedwhenfundsinform sharehordersof 

ounlikemutualfundshareholders, fund.shareholders sharesin the secondary markerclosed+nd that puchase 
f":!'s prospecus or.closelyfollowinginvestmeni.-Therefore, 

do 
1l l*:j":.:lt -upon closed-endtheavailabilityofseclion l9(a) Noticesftrough press releises.underourproposal, 

tunds would disctose 
makethissarnediscrosure repoits.Becausesharetrotaoreports 

all funds *outo le requiiJ toin sharehorder 
shareholderswourdbeinformedof the Internet.avaiiabirity 

aredisfiibutedsemi-annuaty,
ofiectionisii;reportnolaterthaneight months aftertheirinitial purchase. 

no,i.", uy means of ashareholder 

7SeeInvestmentCompanyInstitute,Ownershipof Mut^l FurldsanduseoJ the Intemet, 2006,Rese^rchFundamentars,vor. 15,No.6, october 2006aipp.8 and 9; anJr""ot,n"ntborp-y a"i n"r. iir. zzoii(Ianuary22,2007) (pemitting proxystatements p.a
lo be made availableonthe mrcrnet). "r 

8usingtheInternetin lhis context isconsistentwiththecommission'sefortsto .,enhanceutheefficiencyofthesecuritiesmarketsbyallowing for the rapid- dissemination to lnvestors andtinancialmarketsin a of informadon 
morecosr-efficient, and equita_bremanner methods."see Investment widespread, thanfiadilionarpaper-uased
companyAct Rel' No 2 1399 (october6. 1995 r germi,,i"g,r'. J.ii""i/ii prospecruses,soticitarionmareriatsdroushelectronic jeecrsori Ret. 

annualreports,and proxy media). N".ziozfij*i".yJi: ;0o;i;:fi[iljril" lo post proxy malerials on a website if shareholders are prodded with a notice informing themtlrat the ;;ri;[ -"availableandexplaininghow to access them). 
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the so^urce(s) ofdistributionson,or together with, quarterly accountstatementsor on check 
stubs.e we recommend thatthe comriission coairy tnis retier in Rule l9a-1. consistent with 
thisrelief' we urgethe Commission to use its exemptiveauthorityto additionally permit funds to 
provide shareholderswith informationaboutdistributionsno less frequentlythan quarterly in 
anyothertlpe of written communicationmai.ledlincludingby electronic m;il) eith;r toge;her 
with. or separately from,accountstatements.ro 

Our recommended approachwill permitfundsto communicatedistributioninformation 
to beneficial shareholders in a cost-efficient mannerthat takes into accounthow sharesare 
distributed.Forexample,fundssold directly to beneficialownersmaychooseto transmit 
informationto them on or with accountstatementsor distribution cheiks.ll Transmittins 
informationto beneficial owners in this way generally is not an option for broker-soldfu-nds. 
Brokers prepare andsendaccountstatementsto each custornerthat includerelevantinformation 
about the customer's fund andotherbrokerageaccount holdings. our membersreport that it is 
not always reliable or possibleto include Sectionl9(a) Notice information on or with brokerase 
statements,Brokeragestatementsgenerallyhavethree fields for reportingdistribution 
information.Thefields identifyincome,short-termcapitalgainand long-term capital gain that 
hasbeen distributed for the periodcoveredby the statemena. 

our membersreportthatit wi bea challenging and lengthy process to work with 
brokersto modiff the formatof their statements.It similarlywouldbe difficult to convince 
brokersto mail a separate Section19(a)Noticetogetherwith brokeragestatements.The flexible 

'.seeInvestmertCompanyInstitute,SEC NeAction L€tter (pub.avail.Juty 22, 1996)(perminingfundsto inform 
shareholdersofthe source(s)ofdisributions on, or together with, quartedy accountstatementsif the dishibutions 
are automatically reinvested in fund sharesot are directed to a banl or b'rokerage accountor to a third party or on a 
checkstub for funds thatpaydisfibutions by check). seealra IDs Bond Fund,Inc., et al., IC Rel. Nos, 1j545 (Jan.
16' 1987)(notice)and 15581(Feb 13, 1987) (order) (permitting furds thatpaymonthlydistributionsto include 
section l9(a) Notice informationin quarterlyaccountshtemenis;Standardb Foor's/Intercapital l,iquio e,r."t i*a,
Inc., Ic Rel. Nos. 9342 (Jul.6, 1976) (notice)and939?(Aug. 13,1976)(order)(permittingi mon"y'..Gii""o t" 
makedaily credits of accrued incometo shareholder accountsbut to Fovide S%tion .19(a)-Noticeinformation ir­
quan€rly or monthly statements), 
r0Section 6(c) of the InvestmentCompanyAct providesthe Commission with broadauthorityto condiaionalyor
unconditionally exemptary person,secudty or transactionfiom any proyisions of the Investment Company dct or 
of any rule thereunder, if and to the extentthat such exemptionis necissary or appropriate in thepubliiintirest and 
consistentwith the protectionof investors and the purposesfairly intended by thepoiiciesandprovisionsof the 
InvestmentCompanyAct. 
rr We recommend permitting all funds, including direct-soldfunds,to disclosesection l9(a) Notice information 
eitheron, together with, or separately iiom accountstatements.ow members report thatit is impcrtant to retain the 
flexibility to reportnet investment incomeon a tax basis in accountstatementsb;causethis informationir irnportunt 
f.or beneficial owners for tax planning and other purposes, undel our proposal,a fund wourd bepermitted to
disclosenet investment income on a tax basis in accountstatements.tr iti oistriuution tor n punliuiar p""J ur"o 
consistedofcapital gainor return ofcapital, the fund additionallywould be required to transmit to ben'eficial owners 
section lg(a) Notice informationeitheron account statementsor othex \rritten comnunication (which could include 
a confirrnation underRule lOb l0 under theSecuritiesExchangeAct of 1934). We see no reasonnot to permitthis 
flexibility. 
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approachwe recommendwouldpermitfundsto work with brokerdearersto deveropefficient
andeffectivewaysto transmirdiitribution inro..uii'on to u"n"n.iut st ar"r.,orJ";.-tt" 
-'*''


Underour proposal, fundsthatmakemonthlydistributionswouldachievea significant cosrsavingsby being permirtedro transmi.sectioni9(a) Notic" inro.mationto';;;iffi"shareholdersin quarrerrywrittenstatements. 
wouldcostapproximately 

our researchindicatesthat quarterly disclosure

$1.g4 per sharehota",u""ounip", yearas compared to $5,52per
shareholderaccountDer vear for rransmittingt'is inrormaiion'tob;nJ#1";;r"#;,fr;. ,,

Thecostofsendingtirenoti"e, moruhlycreily e""""a. unf
giventhatsharehorderswourdbe able to access "oo.sponding
benefit,particularry


ttrisiniormition o"'.1" I#;;;;;;;#::' 

we believerhateachofthe.methodsdescribedabove,particurarlywhencoupredwith""'Internetdisclosurewouldaccomplishthe purpose of S""iio" rs(ur, *hi"'h ir;;ir.;-"shareholdersadequatedisclosuriof thero;.i, t;;;i"-h aiuia"no paymentsaremade. 

RecommendationsFor Determining RepoftableAmounts 

WerecommendamendingRule l9a-1 to standardize calculationsfor Sectionl9(a)reportingasfollows: 

' 
r Determinenet incomeby referenceto net investmentincome (a bookconcept);
Treata distributionas arways beingpaidfust from netincome,unless.unug"a"n,
designatesotherwisE;

' 
 Reportanyamountpaid in excessofnet incomeasothertaxabreincomeandnet
realizedgainsto theextentthefundhaseamingsundp.ofits <.ur"orui"o- u tu*
basis)to supportthedistribution;

. Reporttheremainderof thedistributionasa return ofcapital (a taxconcept);
o ReviseSectionl9(a) Notices (as needed)cumulatively;ando Excfudefiom reportingotherwisereportabreamountsthatarcdeminimis, 

or'members reportthatthereisconsiderableconfusionamongtheirshareholders
becausethe information thevreceiveon theirIRSrorms tosg aiffe^ i.o. tr," iniorn-,utio,i"
theirsection19(a)Notices.Thesedifferences*ir., in po,i,l"ause 
of 1986,asamended 

theIntemarReyenueCode(the'code") requiresfundsto proiia"'rr.,*"r,orderswith information 

" our amendments andbanksbeneficial 
wouldreouiretrroker-dearers b forwardsertionl9(a)Noticeinformationtoownersoffundshares. wi,frl,i.i ,.q;"i;g tThisiscr.rnsistenranosrrarenoraeirepo,ir,'Li#"i"i

"*"ers.see,e.s.,Rurerab-l(bX2)ui:::il'jfijifil-dproxymaterials
13TheInstitutegatheredinformationon the ftfty-four closerJ-endfundswith marageddistributionplans. of thesepr*'-ro.'iiil- ,r,;,noricesbenenciar rhesefli!: J::iXi;:*'"1;1il?:Ta't"$l:Tll"jion ro sharehorders,­quarterry_aistr*utionpril:'i;;;;,;ffiipJ;ifil:y,H;i,rfi'.KT,".ffi:ffHljiriH,lfil^Jlljijlf 
accountwe eslimaterhatprintinswi, .*t s ..no po o..ouni*J prr"!'. *irrtotalo{46centsperaccount "ort 

4l uen*peraccount,toraperriailing. we aonort'uu"iata';;;;;t".".y wirhwhichtundshareholdersto receive fiomtheiibrokersconsented material electronicatifi;;;; 
have 

deriverv,cosrswou b"-i;il;;;;'**e whoreceivemarer,"**r""*n ,llililders 
fiat haveopredfore­
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regardingthetaxcharacterof distributionsreceivedto help them properly calculatetheirincome
tax returns'rasectionlg(a) repofting,in contrast,is intendedto ensurereportingof non­
recurringamounts,basedon "good iccountingpractice;1*t i.r, muy vary from thetax raws),
Fundsmayrealizeinconr fiom a variety or tinsactronstt at ao not fit into thesamecateaories
fortaxandSectionl9(a)reoortingpu.por"r.ff,"r. toot_tu*Oifi"."""r"."rrj, ni;;;il",
characterization in"on.ist"nt 
"- confusingshareholders 

ofdistributions. 
"haracr"riruiion, be particurarry towhenForms1099andSectionrsG)Noti"e; sentin closesuccession,arewhen as they


'?ure" 
a fundmakesa single annuaraistrrbuiionin n"cember. co,npr"t".on.ir,;il;i;g
taxnumbersor..pure,'booknumbers,however,is'notfeasible. 

r---- --"-'v!v"vr s$r 

Ambiguitiesin thesuidancefor determiningsourcesof distributionsresultin fundstakingvariousapproacheslo calculatinginformari; fo;S".,ion tS(u)Notices. As a
consequence,shareholderconfusionmayarisenot only from differ"ri".
Form 1099.and t"i*""n] lingle fund,s
Sectionl9(a) Norice,but urrono,n aifr"r*"", ,n no* eachfundcalculatesthe
sourcesof its distributions.By_clarifyingthestandardthafafpries,the
l9(a)Noticesamongtundswiil bee;ha;ced, ""n'pu,"irir,v "ii*iio"
contusionwill bediminished.""d;il;h;il'. 

Underour proposar, byapprying,.good


practices" 
sectionr9(a)wourdbeadministered accountrng
thatareneitherpurebooknor pure tax. fn".e ;ilip-d;;;;;ll;""'
Sectionl9(a)'sobjecriveofensuringreporting "'iln"atio;oru-ountr-tr,u1*uy notbe recurring withoutcreatingunnecessarv 6etween 

in nature 
1099.our approach, 

inconsistencies sectionl9(a)NoticesandIRSForms

withe;;;;i"p",


in greater 
whichwasoeveropea ftomourmembers,isdiscusseddetailbelow. 

DeterminingNetIncome.'werecornmend 

net investment 

thatnet income bedeterminedbyreferenceto
income (a bookconcept).NetinvestmentincomeisanappropriatemeasureforSectionl9(a)purposesbecause-ilincfu*sonly (";" inreresranddividends)
recuningin nature.wh'e theamount "-;; thatare

withchanginginterest 

thata funadistribuieias net investmentincomewi, vary
ratesanddividendpra"ti."r,tn"r" u.iutionsarecontemplatedbySection 

DistributionsFirstfromNetIncome.we recommendgenera'ytreatinga distribution asbeingpaidfirstfionl and0o the exrcntof,undistributednetiniomefor thecurrentorprecedingfiscal year. Thiswilrclarifvuncertainty,rt", .ir", u.ong othertimes,whentheRoc_
SoPisapplied ""r""rry
for sectioni9(a)pu'poses.sp*in""illa
Noticemayberequired """..-

tur.ir.n tharasection19(a) 
foreigncurre-ncy 

if a fundwirirordinarylo*";;";i;;;ryoses (suchasfromcerrainransactions)distriburesio
distributesr0 centspershare, "|ti"".r,r*riirio*. t o. 

"*umpre,
assumea fund andthefundhasn", in""ronlni ,n"omeliom dividends
foreigncurrencylossesof 2cents 

of 10cenrs

Roc-soP worrdrequire 

p.r ,r,*".-so-" havequestioned thea fundtosenda Se",i.rii i sd reportinga 2 centrerurnofcapital,eventhoughtheentiredistributionir ruppo*"iuy n"i-investment our 

lI $T:lnd -l.r"ti.e whether 

rncome. 

;*il:l'""'ff:'ltrilflltJi:'J"rnffHTli"#JTJ,i'.',"*lifl"lle,,n"r"",,"'rowingrheyearor
and./or orrtitutions"capitalgain "nonaiuio'"na (i.e.,returnof.opit;t),ullur".f;ffrs"#l3t"Jmj-*'r­
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recomm€ndationwilr clarify thata section l9(a) Noticeis not requiredunderthese

crrcumstances.


Theremaybesituationswhena fund with undistributedincomewill neverthelessneedtodesignarea distribution as being from a differentsource.Forexampre,afund that (l)has
undistributedincomefor the current yearandundistributednetcapitar gain reariz.ai*i'g ,rr"precedingyearand(2) wantsto.distributethe larteramounrpu.suint to code sectionsss"lwtrlcn' wouldenableit to deductthardistributionfiom theprecedingyear),woulddesignatethedistributionfor.sectionl9(a) purposes asa capirar gain aistri-uution(i"., rh";;;;;;;;;gory
listedunderRule l9a-l(a)). 

Determining other TarabreIncomeandNerRearizedGains. we recommendthat Rute 
19_a.1F anrended-to clari$ thatall distributionssupportedby earnings and profits, asdeterminedfor federalincometax purposes, thatarein excesiofnet inu"rtn'"nt rn"o,n. u"reportableasothertaxableincomeor capital gain (i.e., othertaxableincomeor netrealizedgainsftom transactionsin securitiesor other piopeiiery, This treatmentwilr ensurethattaxable
distributionsnot out ofnet investmentincomearereportedconsistently as taxable _ in section-

19(a)NoticesandForms1099.rtemscoveredby this proposal *irt incruoeaii g"i".,L,h

short-termandlong-tern1aswe "apira
as foreign currencygains,passiveforeigninvesimeni"o.puny('PFIC")mark-ro-marker andothiru.ountr.!qui."dbt G ,;;i;;;,;; oi.'r'rru"iJoincome ,"shareholdersas taxable incomc. 

DeterminingRetumof Capitar. we recommendthatRule l9a-1 beamendedto clarif;
that return ofcapital by reference il ndc ;ciil;;pi* ?rrr1
bedetermined to tax principtes. 
financ_ial and-resull reporting:::::11_,illf::,menl :ompany reporting intunds -Byil;;i-­cap.ar ln rnelrnnanclarstatemen_ts "only whentheyhavea tax returnofcipitar. applyingta,rprinciplesto determineretumsofcapital, theRoc-Sop reducespotentiarshareholderconfusron.under theRoc-sop, anydistributionsupportedby a fund'searningsandprofitscannotbe a returnofcapital. Thus,a shareholder will not receivea section t l1i; Notice."r*Jin, u r"tu­ofcapital unless,asof the distributiondate,thefund lacksearningsand pront, i" ,"pp'*,r,"'distribution.r5 

we also recommend thatfundsbe permitted to reasonablyestimateearningsandprofitsfor thispurpose.This flexibility is critical becausetax returnofiapital a"t".-inuiion, -! uu."oon taxprinciplesthatarenor,andcannorbe, applied on a dailybasis(e.g.,washsale;;tpFI;mark-to-rnarkeradjusrments).This flexibility wourdnarenabierunastJ auoia,;;;; s*;-"19(a)Notices;instead,theflexibility merelyw rpermita fund to reporta distributionasfromnetprofitsif the fund reasonably.estimates ihat iti earningsand prodm supporttheoirt it"ti"".This.flexibility wilr be particurarly importantro. runa. tti se-ekto distributecunently theirtaxableincome. 

^^l:Iof:s9P,p,tovides; 
'Altlroughbookretumsof capirar theyhavelirtrerelevancecompanysharehorde{s. -havemayoccur, ro investmert ln conuast,tax retums of capital ahighdegreeof rerevun""reportedto shareholders una.urt t" ,"o*ui"ru'for income-.uxpurposes.Tbreportbmt ietum-s of capital;;;;;;;;;#-occumedfor tax puposes wouldbeconfusingtosharehoiders, 

il, 
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Revisionsto Previously ReportedAmount* we furtherrecommendthatRule l9a-r(t) be-
amendedto clarify that ifa fund..subsequentry revisesanyamounts previously subjectto s.rtion 
l9(a) reporting,suchrevisionwill bedonecumulativelyand will be disclosed on thefund,snexrregularlyscheduledSection19(a)Notice. To illustrate,assumea fund that determinesafterthe 
T".q"ry:l 9r-":a:ndis paidthat it did not havetheearningsand profirs ttratit reportea on itr" ' section19(a)Notice. In the first quarter, the funddistribu;edl0 centspershareandsenta
section19(a)Noticereporting6 centsofnet investmentincomeand 4 centsot.eatizeJlains. tnthesecond quarter, thefunddistributedg cents per share-- 5 centstiom net investmentincome
and3 c€nts from realized gains. In calculatingits second quarter dividend,thefunddetermined
thatonly 2 cents of its first quarterdistributionwasfrom realizedgains;the remaining 2 cenis 
wasreturnof capital. In thiscase,thesection19(a)Noticefor thJsecondqu*". *o"utooi."ro." on a cumulativeyearto-datebasisI I centsofnet investmentincome,5 cenisdistributionfrom
realizedgainsanda return ofcapital of2 cents(i.e.,2 centsftom the first quarter).No
obligationwouldexist to send amendedsectionl9(a) Noticesto any shareiorder who had
redeemedall sharesin the fund betweenthe mailing ofthesetwo Sectionl9(a) Notices. Sendingthemthis informationwould serve no purpose. 

De Minimisstandard- we recommendthatRurer9a-l beamendedto provide thatdernlninrsdistributionsof otherwise reportableamountsbeexcludedfrom the reiorting oUfigu,ion,of section19(a). A distribution of otherwise reportableamountEwill be deemeddehinrii, itthetotalamountofthe distributionlessthe amount ofnet incomedoes not exceedthegreaterof(i) tenpercentofthe totalamountofthe distribution(calculatedasapercentageortrr""n

cumulativeyear-ro-datedistributions) "J,
or (ii) one penny pershare(de Minimlis standafi,'). 

As notedearlier,Section19(a)wasenactedto prevent fundshareholdersfiom receivingafalse,impressionof a fund's expected retum. when thl portionof a distributionin excessof afund'snet incomeis small,the risk of misleading shareholdersregardingfund performance isremote.streamliningthenotificationrequirementsin thismanneialso fias theirenefitof 
ledugingthecomplianc-eburden on fundsandeliminatinganycostsas$ociatedwith preparing 
Section19(a)Notices.16 

TheDe Minimis Standardalsowi providefundswith flexibirity whenmaking
distributionsbeforethe end of the periodto which thedistributionrelatis. For exampL,fundst1p-icallymaketheiryear-enddistributions (o_f essentiallyall of their calendar-y"61.
beforeDecember3l, Rule r 9a-l presentry 

l"'""irr"j *"n 
allowsa fund to determine (or reasonablyestimate)adividend'ssource(s)"to thecloseofthe period as of which it is paid" - whichwouldbeDecember31 in the example above.r?The De MrnnnisStandardwill provide additionaicomfort(andpreventsubsequentreportingcrarifications)if the fund,sdetermination/estimatei. noisufficientlyprecise. 

'" Thecostsof sendingSectionlg(a) Notices will vary depending
(r'.e.,Internetposting,quartolystatements, 

whichdehverymethod rhe Commissionrequires
Sectiontd(a)i,loticJwith eachOrstribution).

17we rerommenclthatthesECclarify this point as part of as part of its rulemakinsinitiative. 
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Finalry,therecommended, 	 becausetheabundanceofDe Minimis standardis appropriate
reportingrequiredtoday under thetaxand securities lawsfurihei reducesthelikelihoodthai
shareholderswill misunderstanda fund's performance.All individualshareholdersin taxableaccountsreceiveIRSFormsl0gg reportingthetax character of their income. In uoaitio",urropen-endfundsare requked to report totalreturnin their prospectuses calculatedin accordance
with a.formulaprescribedby thecommission. open and^closed-end 
the ratio ofnet investnientinconreto average 

funds report totalretumand 
netassetsin theirannualand semi-annual 

shareholderreports.The net investmentincomeratio illustratesthe portion of thefund,stotal
retumthatis recuning in nature,. Funrlsthat_advertise
yieldarerequled to calculate that yield 
underanothercommission-mandatedformula, Thisreportingenhancessharehorder
understandingof fund investmentperformance.woneol this*reportingoccurredwhensection
l9(a) wasenactedin rg40orwhenRuler9a-1wasadoptedin 1941.biven the multiplelayersof repo(ing requiredunder the current system,shareholderswi not be misr"a r"g*din! 
performanceby theabsence 	

frind 
ofa Sectionl9(a) Noticefor distributionsnreetingtie oe fliirmis

Standard. 

{ . * *  

Fundshareholderswilr be welr servedif Rule l9a-l is revised aswe have recommended.
Theywill receivebetter,moreconsistentinformationregardingdistributionsources,in a mediumthatis moreeasilyaccessiblethanthepapernoticesproriidedtoday. The Commissionwill fultill.its duty to protectinvestorsconsistentwiih itsoverailcommitmentto use the Internet more
effectivelyfor thebenefirof the investors. 

we look forwardto discussing these proposars furtherat yourearliestconvenience.
Pleasefeeftee ro conracrme ̂ t (202) 326-5e26,DorothyDonohue ar (202)21g-3563,KeithLawsonar (202)326-5932,or GregSmithat (202) 326-is51 if you haveunyquertion.oi *oon like additionalinformation. 

Sincerely, 

/s/ Mary S, Podesta 

Mary S. Podesta 
Acting GeneralCounsel 

Attachment 

cc: 	 TheHonorableChristopherCox 
TheHonorablepaul S.Atkins 
TheHonorableRoelC. Campos 
TheHonorableAnnetteL. Nazareth 
TheHonorableKathleenL. Casey 

AndrewJ. Donohue, Director

Divisionof Investment Manasement
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About the Investment CompanyInstitute 

TheInvestmentcompanyInstituteis the nationalassociationofthe u.S, investment 
companyindustry' More informationaboutthe Institute is availableat the endof this letter.ICI
membersinclude8,781open-endinvestmentcompanies (mutual funds),665closed-end 
investmentcompanies,428exchange-tradedfunds,and 4 sponsors ofunit investmenttrusts.
Mutual fund membersofthe ICI havetotalassetsofapproiimately $10.917trillion (representing
98 percentof all assets ofuS mutuarfunds);thesefundsserveapproximately93.9mirLn
shareholdersin morethan 53.8 million households. 



Rule19a-l .- Written statementregardingdistributionpaymentsbymanagementcompanies 

(a) Everywrittenstatementmade pursuant to section1gof theAct by or on beharfofa
managementcompanyregardinga paymentof a dividend or otherdistribution,r,uri"l"urri
indicatewhat portion of the paymenr pershareis madefrom ttr. i"n.*i"g'r*;;;; 
"'"'"' 

(l) Net incomefor thecurrentor precedingfiscal year, or accumulatedundistributednet income,or both. 

(2) 	 Accumulatedundistributedothertaxableincomeandnet rearizedgainsfiomtransactionsin securitiesor other properties. 

(3) 	 Non-taxableretumof capital. 

(b) For the purpose ofsection l9(a) ofthe Act andthis section: 

(1) 	 "Net income"meansnet investnrcnt incomeasdeterminedunder generally 
acceptedaccountingprinciples. 

(2) 	 "Accumuratedundistributedothertaxabreincorneandnet rearized gainsfiomtransactionsin securitiesor other properties"meanstheexcess,ir urr'nor u,oount,'" estimatedto be supportedby .uo"nt t. u""umulatedearningsirO pri,ht, 
determinedfor federalincometax purposes overnet income. ", 

(3) "Transactionsin secuririesor orherproperties"include,amongothers,(i) dispositionsof securities or orhei propenies, (ii) investmenisin deiivativeinsrruments(incrudingoptions,futures,iorwardtontract-, -J
contracts)basedthereon 	 ""ii."^r'pri".ip"ror varuedwith referencethereto,and(iii) invesimentsinindicescomprisedthereof. 

(4) "Non-taxablereturnofcapital" meansa distributionnot supportedby currentoraccumulatedearningsand profits asdeterminedror r"o..ui'r'n"o-" ;;-;il;;r. 
(5) 	 "written statement"includesanytransmittarof informationnecessaryto comprywith paragraph (i) or O of thissection. 

(6) 	 unressthemanagementcompanydesignatesotherwise,apaymentshallbe treated asbeingmade(i) first, frorn,andto thJextentor undistriuuteane, ir"".. i"r',tcurrentor precedingfiscar year; (ii) second,asaccumuratedundistributedoiher " taxableincomeandnetrealizedgainsfrom transactronsin securitiesor otherproperties;and(iii) third,asa non_taxable returnofcapital. 

(c) If apaymentis madein wholeor in part from a source specifiedin subparagraph(ax2) ofthissection,thewrirtenstaremenr.shalrinai"ate,arteiliuii,-;f,*, ro rhe part of such payment sospecified,theexcess,if any, of (1) thesumof the ,*""utir.i
plus theaccumulatedrealizedrosses 

depreciationofportforio securities
fiom trunru"tion,in *""uri',i". * o,rr"if.opffi; -;over (2) the sum ofthe unrearizedappreciationof portfolio ,""u.rt,., pru, theaccumulated 

http:,""u.rt,.


undistributedrealized gains from,such.transactions,if any,aI asof a datereasonabrycloseto the endof theperiodfor or during-whichthe payment is made.Any staternent,nua.purlu*il
precedingsentenceshallspecifytheamount,ifany, ofsuch excess 

tr," 

depreciationof portfolio securities. 
thatrepresentsnet unrealized 

(d) With respecttoany payment of a distribution, accumulatedundistributednet incomeandaccumulaledundistributedothertaxableincomeandnetrealizedgainsfiom transactionsin­securitiesor otherpropertiessha[ bedetermined,at th€ oprionoflhe company,either(1) fiom
thedateofthe organizationof rhe company, (2) from theiate ofa reorganiruiion,* arrr"a in
c.lause the Acr (54Srat.
(A)or(B)ofsection2(a)(33)-of 790;t5 U.S.C:8Oa_Ztarcill
thedateasof which a write-down of portfolio securities 

ijitom' 
wasmadein connectionwith'a

corp.oratereadjustment,approvedbystockholders,of the typeknownas,'quasi-reorganization,,,
or (4) from Januaryl, 1925, to rhe close of the period as ofwhich thedividendir pja, *i,iiou,givingeffectrosuchpayment. 

.. 
(e)For the purpose of thissection,open-endcompaniesthat(l) uponthesale of theirshares,allocateto undistributednet income, undistributedotirertaxableincome-a net .eatireJ gain.,-or othersimilaraccountthat portion of theconsiderationreceivedthat represents the


approximatepershareamountof undistributednet income andundistributednetrealizedgains,
respectively,if any, included in thesalespriceand(2) uponthe purchase or redemptionoitheirshares,makeacorrespondingdeductionflom suchu""oont,n""d not treattheamountsso
allocatedas non-taxable returnof capitalor theamountsso deductedas fiom non-taxableretum
ofcapital.


. 
(f) For thepurposeof this section,thesourceor sources from which apaymsntis madeshalrbedeterminedor reasonably estimatedby incruding net incomereasonablyexpectedto be earned or accruedandother taxabre incomeandnetgainsieasonabryexpectedto be r;arized, andcurrentearningsandprofits for federalincometax pu{poses aitributableto suchincomeandgains,throughtheclose ofthe period.(month,quurt".,y.*, or other) for or during *hi.i, tt"paymentis made.such estimateshallbe provided on a year-to-datebasisin each"written

statementpufsuantto Section1g(a). 

(g).Notwithstandingparagraph(a) of thissection,no managementcompanyshallberequiredto makea written statementpursuantto sectionr9(a) oi the ect wiih rop".i ,o ua"minimispaymentfrom the sources speci{iedin paragraphs (ai(z) ana(3) of this section.For thepurposeof this paragraph, a de minimis pay-ent meansu pay."nt (1) no morethan10700fwhich is attributableto the sourcesspecifiedin paragraptrs1a;(2) and(3)of thissection,calculatedas a percentageof themanagementcompiny-'syear-to-datepayments(incruiing thecurrentpayment)or (2) no morethanonecentpershareof which is attiiuutaHeto ru"tr *o"ui""r. 

(h) Insofarasa written statem€nt made pursuant to section19(a)ofthe Act relatesto apaym:nrof a distribution on prefened stockfor a periodof less thana year,a company mayelectto.indicareonly thatportionof the payment thatis madeffom sourcesipecified in p*agrapt(a)(l) ofthis sectionandneednot specifythesourcesfrom whichtheremaino".*u. piJ. nu".yr.orPunythat in anyfiscaryearelectsto make a statement pufsuantto thepreceding."nt"n."
shalltransmitto the holders ofsuch preferredstock,at a date reasonably neartheend ofthe last 



distributionperiodin suchfiscar year, a statement meetingtherequirementsof paragraph(a)ofthissectionon anannualbasis. 

(i) A management companyshall post the informationrequiredto be included in a wrifi.cnstatementmadepursuantto Sectionl9(a) ofthe Act ('requiredinformation',)wittrin'areasonauteperiodof time fo owing a distribution on the management internetwebsiteor, if themanagement "o,npuny', 
il;;;;'

companydoesnot.havean internet website,the internetwebsite 

sponsor,depositor,trustee,administrator, "f
principalunderwriter,or anyaffiliatedpe.sonofihe
managementcompanyin accordance with this paragraph.


(l) 	 prior to theinitial posting,(i) a closed-end managemenrcompanyshalrincludeastatementin a pressrelease,and(ii) an open_end-manug"."r,t ;.p;;i;ii
includea statementin its prospectus,thaftherequiredi-nformation*'r'u forrcaon a specified intemetwebsite; 

(2) 	 A management companythat posts therequbedinformationon thedesisnated
websiteshall disclose in each.*pon to ,to"khofA"r, Oi.rriUur"Jp*.r*ii" n"t30e-1undertheAct pubrished subsequentto postingthatther"qut"a inro.-urion
is availableon a_specifiedinternetwebsite;una suchopen_Lnd."""*"."", 
company in each prospectus "u.i subsequent rrru, 

shatdiscrose 	 pubrished 
"" the required 	

,o *riini
informarionispostedon u rp""ifi"d inr.-"t *lirii.,;;*" " 

(3) A management companyshallmaintainon thedesignatedintemetwebsiteanvrequiredinformationfor arleastrwenty-fourmonthi fiom thetime 
"iil;.rr,ng. 

o.A managementcompanyshall transmittherequiredinformationno less frequentry thanquarterlyto beneficiar ownersof its commonstockin anaccountstatement,a written statement^-'­
accompanyingan account statement,a writtenstatementmailed (including 

separatelyfiom an account statemenr, "r".t.oni.uriy;
or thecheckstubfor adistiibutioniaid uy
managementcompanymaydisclosethesourceor sources "r.""tl 

e

of a distribution on un u""ount statementcarculatedin a manner otherthanthat provided for in thissectionprovidedthai ittransmitstherequiredinformationon a check stuboron a writtenstatementeitherwith orseparatefiom theaccountstatement. 

. (k) If a broker, dealer,bank,or other person ("financiarintermediary,,)holdscommonstockissuedby the managementcompanyin nomineename,or otherwlse, on behalfof a beneficial owner,themanagementcompanymust: 

(l) roquesttharthefinancial.intermediary,or its agent,forwardtherequiredinformationto all beneficial ownersofrhernunug.-"nt _".;
"ornf?ny,,,t 

(2) provide,in a timely manner,to thefinancialintermediary,or its agent,enoughcopiesofthe requiredinformationassembredin theform andat the place thatthe financial intermediary,or its agent,reasonabryrequeststo facilitatethefina".ia int".."ji*y;. ,"icing ortherequiredinformationto eachbeneficialownerofthe -u*gan'an, shares;and
"oapany's 



(3) uponthe request ofany financiarintermediary,or its agent,thatreceivescopiesof 
therequiredinformation,paythefinancialintermediary,or its agent, the reasonable expensesof 
sendingtherequiredinformationto beneficial owners. 

(l) Thepurposeof this section, in the light of which it shall beconstrued, is to affordsecurity
holdersadequatedisclosure ofthe sourcesfrom which payments are made. Nothingin this 
sectionshallbe construed to prohibitthe inclusion of additional informationin exn-ianationofthe 
informationrequiredby this section, Nothingin this sectionshallbeconsrruedto permita 
paymentin violation ofany State law or to preventcompliancewith any requirem;ntofstare 
law regardingdividendsconsistent with this section. 



Rule14b-1- obligationof Brokers and Dealers in connectionwith the 
P"o-pt Fo"*u"diog of C""tuio Co*-uoi"utio^ to B.r"fi.iul Or"o.", 

(fl Deliveryof Information Requiredunder Rure r9a-I of the Investment company Act. A 
brokeror dealer,or agentthereof,shall,upona registrant's request,indicatethe number of its 
customerswho arebeneficial owners of the company'ssecuritlesandshallforwardrequired
informationunder Rule 19a-1undertheInvestmentCompunyAct to beneficial owners. 

Rulel4b-2 - obligationof Banlcs, Associations,andother Entitiesthat 
ExerciseFiduciaryPowersin connectionwith theprompt Forwardingof
CertainCommunicationsto BeneficialOwners 

(f) Delivery of Information RequiredunderRulerga-I of the InvestmentcompanyAct. A-
bankshall,upona registrant's request,indicatethenumberof its customerswho arebeneficial 
ownersofthe company'ssecuritiesand shall forwardrequiredinformationunderRule l9a-l
underthe Investrnent CompanyAct to beneficial owners. 



Rule19a-1-- Written statement 
paymentsby management companies 

@) @}_Every writtenstatementmade pursuant to section 19oftie_Act by or on behalf of a 
managementcompanyshall-benad€nIqg4r4ilg aseparat€?a,€rqn4payn;nl!fud td_ar 
+hqllistribuUq shallclearlyindicatewhat portion of thepalrrnentp"r rh*. ir.ud" froil th" 
following sources: 

(l) Net incomefor thecurrentor precedingfiscalyear,or accumulatedundistributed 
net income, or both 
seft rities-€r€r+€r?€eeft ie€. 

a 

a t'lgntaxaUtc.rclunofeaBiIaf. 

Egr tig!!@ose of section l9(a 

( i  )  

( i )  :Accumulated undistributedolhc arlableineome_aruLnetprofi+srealizcet&in!
fforn-thesale-oF_transa{ioris:ilsecuritieso. ott p.op"rtie

". 

(2) 

@ 
yjl[ paragraphf 

o 



rlresund(iii) rhird a,notr:&xablc_&lutrilf capital. 

I ;**:t"r_+!e,C.p.?tr:L,.ir madein whole or in parr ftomasourcespecifiedin

ffi#;ffi(:)^12:l"this'""tig3.th: wriuenstremenr indicate,
sharr ar".liuingied,trcae*eircreess,ti;;;,#;;;#;;
( l:Iff".-,:.,1.^o.T^"111_1,otl"*sospecif 
undrstribu+e+rearized accumulatedpreftsless-lorr@l".ir'ilil o,r,",
properties-andjlanv,orer (2) the n€+$lloo.Lrhe un."ffiupp.".iation

portfolio erdepre€i&€isrFofporttblior".-urili"* 

H,,i1i'^:lj^1i1"- ""'"'o'h""n@L'g:'"Yte+iduadeAnystaternentmuo" put uuntto trri p."@*r"nt"n""
ffi-: any,of such +v.hiehrhaq netunrealized 
rtutt


:y:jyr:T^1T::y,f 
defieitcxeess represenrs depreciationof portfolio securities. 

dicllDuiqo, accumulatedundistributednet Br€firsi rncome. , . , " , , , v  q , , u  a L !  tedorherard '. rio. ffi 
andaccumul O r n p rtaxaute.tncqmg 

propertiesshallbedetermined,at the optionof thecomffieither (l) from the date of the 
:iqT:i::l_"ljl:;ilo""3-, 121 9f1l"9;4zation,T::jh" 11,: asdenneioftheAcr(54stat.zqorrsu.s.6. 

i, "i^,."iaror 
!"1:j:",::ll"2(a)(33) s0;-ti;j(r;i;;;ilil;il,

of,qortfolil.seluriries

:1:*::y 9-.y wasmade'" 

"";;;;;;;;';;;;;;;;;
of thetypeknownas,,quasi- or(4)l.:j,i:,:::: lpr,:::"9^ol":,:,"-*"lgers,the of the 
reorganization,,,1,1e25,,toclose perioa3:l,r;:,ll l, 

"r*r,i"rri["effi# t.;;i;,;:il";;;l;",effectto such payment. 

. . 
(dd For thepurposeof thissection,open_endcompaniesr+h.iel+lha{l}upon thesaleoftheirshares'allocateto undistribut"dqin"o.9@'


rcdlaeu-gim or other similarac"ountthat po,tiin ffirderatlon received*Hllut
representstheapproximatepershareamountof undistributednetin"o.n" unaiJtffin",
reaLzedsarns,i erv.if anv.includedin_thesaresp.i.", onal4'pg.ffi-"J 

rcde4pqax-oirhga$*q makea corresponding deduciionrro- ffiffipo*
+e+ure+ase-e+@, 
 neednot treattneamountsso allocated aspaieU @A+er*eeprtnc-ansungso UedueiJastonnontaublc_rflurn_of easrrAt 

(ef) For thepurposeof this section,the sourceor sources from which a di+idendpavncal is paidrude shall bedetermined.(orreasonablyestimatea| ty in.ilurline_nqrtjlepx.creasonaulilexpeqEdto 

uarlcl-lLaal:_Qlother) for or 
thcpaymentjs-marler -t+a"f*uelSfOrr srrr -qw=4!!: 'J - -.'-.+' 

estimate +s*ubeeqnentlyaseerta 
w.*r:n {i.ramAnr -^ 

+naeetraeprolrdedpna+ear-tqialLbasis inqaei 

b}I 
""Ty,#l.0e 

mailto:preftsless-lorr@l".ir'ilil


rcquirgdto_makea written statementpursuanttosectionte1alof ttre act@ 
rytn;nisoavmenttom in@ 
@of iection.eor rn*e;naeer*mqr.tnis 

(fl1) Insofaras a written statementmadepursuantto sectionL9(a)of the Act relatesto a 
ei"ieendpauoeltofuiistributlS4 on preferredsrockpaid for a period of less thanu y"i, u 
companymay elect to indicate only that portion of the payment *$iehthat is madefrLm sources 
specifiedin paragraph(a)(l) of this sectiort and need not speci!, thes;;ces from which the
remainderwas paid. Everycompanyr+hiehthatin any fiscal year electsto make a statement 
pursuantto the precedingsentenceshalltransmitto the holders ofsuch preferred stock, at a dare 
reasonablyneartheend of the last di+idend4iqtrbuugnperiodin suchfiscalyear.a statement
meetingtherequfementsof paragraph(a)of this sectionon anannualbasis. 



. (gl) Thepurposeof thissection,in the light of which it shallbeconstrued,is to affordsecurityholdersadequatedisclosureof the sources from whichdi*idendpuy,n"nt, -" n,uJ".
Nothingin thissectionshallbe construed to prohibitthe inclusionin-any-+vii++e*stateme*eof
additionalinformationin explanationof the informationrequiredby thii section.Nothingin thissectionshallbeconstruedto permit a di+4den*payment in violationof anyState larv or tJ preventcompliancewith anyrequirementof statelaw regardingdividendsconsistentwith thisri+lesaalq. 
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