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Dea Mr. Neacsu:
 

Your letter dated Decmber 9, 1997 reuests clacation from the Securities and 
Exchange Commssion ("Commssion") regardig the status of Societatea Nationa de 
Compensar, Deconta ("SNCDD") as an eligible foreign custodi for assets of U.S.­
registered management mvestment companes ("funds"). In your 
 lettr, you state that SNCDD
serves as the centra depository and cleag agency for securities trded on the RASDAQ 
National Securities 
 Maket, and is regulated by two foreign f'incia regulatory authorities: the 
National Securities ComIssion of Roman and the National Ban of Roman. 

Section 17(f) of 
 the Investment 
 Company Act of 1940 ("1940 Act") sets forth the 
custodial requirments for U.S.-registere funds. Rule 17f-5 thereunder 


permts funds to
maita their assets with cert categories of eligible foreign custods. Amencted Rule i 7f­

5(a)(2)(ii) def'mes the term "eligible foreign custod" to include a "securities depsitory or 
cleag agency that acts as a system for the centr handlg of securities or equivalent book­
entres in the country that is regulated by a foreign f'mancia regulatory authority." 1/ 

1/ Amended Rule 17f-5 no longer reuires that the centr securities depsitory or 
cleag agency be the only such system in a countr.
 

Section 3 

(a) (23) (A) of the Securities Exchage Act of 1934 def'mes "cleag agency"

generay as an intermed that makes payments and/or deliveries in connection with 
trsactions in securities. The term includes any 
 entity, such as a securities depository,
that (1) acts as a custodi of securities in connection with a system for the centr 
handlg of securities whereby al securities of a parcula class or series of an issuer 
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Rule 17f-5 is self-operative and does not require any foreign institution that satisfies the 
dermition of "eligible foreign custod" to obta the prior approval of the Commssion 
before servg as an eligible foreign custo for U.S.-registere funds. Thus, based on your 
reresentations tht SNCDD is a cleag agency that acts as a system for the centr hadlg 
of securities (or book entres) in Roman, and that SNCDD is regulate by the National 
Securities Commssion of Roman and the National Ban of Roman, it apps that SNCDD 
would mee the defition of an "eligible foreign custodi," and would not nee the approval 
of the Commssion to provide custo services to U.S. funds. 

If you have any further questions, please contact me at (202) 942-0660 or (fax) (202) 
942-9659. 

Sincerely,?~ê~ 
Brenda C. Fox 
Attorney 

deposited withi the system ar trted as fungible and may be trsferred, loaned, or
 

pledged by bookkeeing entr without physica delivery of securities certcates, or (2) 
otherwise permts or faciltates the settement of securities trasactions without physica 
delivery of securities certcates. 

Rule 17f-4 dermes a "securities depsitory" as a "system for the centr handlg of 
securities where al securities of any parcular class or series of any issuer depsited 
withi the system are treated as fungible and may be trsferr or pledged by
 

bookkeeing entr without physica delivery of the securities. " . 
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Ms. Kerry McMilan
Special Counsel
Division of Investment Management 
U.S. Securities and Exchange Commission
 
450 Fifth Street, N.W.
 
Washington, DC 20549
 

I am writing you on beh.çlf of my institution following the changes that became 
effective on June 16, 1997 in the regulation of foreign custody as a result of the 
amendments adopted by the Securities and Exchange Commission on May 12, 1997 to 
the Investment Company Act of i 940 Section 
 ( Rule) i 7 f-5. SNCDD respectfullyrequests clarification from the U.S. SEC regarding Its staws as an exempt eligible foreign 
custodian of the assets of U.S. investment companies. 

SNCDD was established in August 1996 base on the Rule 8 I i 996 issued by 
the National Securities Commission of Romania that defines In its second article the 
niisslon of thIs institution as be"lng /I the consolidation and development of the capital 
market In RomanIa, by promoting a clearing, settementand depOSitory system aimed at
 

Insuring the speedIness, faIrness and safetY of the securities trades while maintaining the 
lowest possible level of operating coste; Ii. It is orgaiiised as a not- for- profit participant 
owned stock company with a number of i 8 I shareholders belonging to five different 
categories allowed for specific group quotas and a individual shareholder limit of 3 % of 
the stock.
 

SNCDO functions as a public utilty, regulated by both the National Securities 
Commission of Romania and the National Bank of Romania ( BNR ). SNCDD is the first 
fully -authorised SRO by the 
 National Secunties Commission of Romania sInce July I 7, 
i 997 ( DecisIon 6787). Moreover, the National Bank of Romania recently made final
 

the authorisation of SNCDD as a Clearing House on August i, 1997 ( Declsion 405 I). 
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Management functions are perfomied by a four years term elected Board of 
Administrators with 9 members reflecting the proporton of the different types of 
shareholders (4 brokers, 4 bankers and l insurance company) while the operational 
activities are performed by the Executive Manager and a staff of 1 4 people. 

SNCDD acts as the clearing agency for all securities trades executed on the
 
RASDAQ National SecurIties Market. Settlement of the trades performed on the
 
RASDAQ Market began on November I, 1996 after the National Bank of Romania had 
provisionally authorised SNCOD as the first Clearing House in Rotnant-on the basis of 
the provisions included in BNR Rules 8 / October 1996. -"
 

We started the final settlement procedure tl13t runs on a roilng T + 3 scheme 
with a number of1 5 settlement banks approved by BNR that have opened sub-accounts
 

with BNR, money transfers being performed through a flnal settement account opened 
by SNCDD at the National Bank of Romania. Currently, 


on every business day I 1 banksare performing setdement related money transfers In the name of more than i 00 
brokerage houses for an average of 1,800 trades and money volumes In equivalent of 1 
to 3 millon USD. 

SNCDD validates and processes die trades received electronically from the
 
transaction mechanIsm of RASDAQ SRl, the technological utility of the RASDAQ
 
Market, where the trade matching takes place. RASDAQ SRl sends an end-of-day
 
transmission at 2:30 p.m. reflecting trade activity, all processing being completed by 
3:00 p.m., at which tIme reports are available through the remote PC termInals of
 

SNCDD users that are linked to the system u~ing X25 networkIng from remote locatIons 
throughout Romania. The system also faciltates the on-line report retrieval, inquiry, data 
entry, and interaction with the Romanian Registry of Shareholders for the movement ofclient shares to and from SNCDD. ! 

SNCDD runs a trade-for trade settlement by individual trade, followed by 


a netsenlemefl of money per user account. Trades sette finally and irrevocably in SNCDD at 
4:00 p.m. on T+ 3, both In securities and money. 

SNCDO believes that it satisfies the provIsions of U.S. SEe Rule i 7f-5 and 
qualifies as an exempt eligible custodian under the RUle. As noted above, SNCDD ,serves 
as the central depository and dearIng agent for securities traded on the RASDAQ 
Market and falls under the jurIsdiction of two foreign financial regulatory authorities~ the 
National Securities Commission and the National Bank of Romania. 
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The Bucharest Stock Exchange recently requested and received a letter from the
Commission clarifying its status regarding Rule 1 7 f~5. As the SNCOO was establfshed
under a technical assistance program financed with U.S. taxpayer funds, SNCOO seeks
similar clarlflcation in order to level the playing field in Romania with regard to foreign
funds.

SNCOO looks forward to your response and thanks you for your consideration.

Very truly ~

/'/~/
Dragos Neacsu
Executive Manager

-J~


