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Re: Recommendations Regarding Amend.ments to Rule l9a_l

Dear Mr. Plaze:

The.In restment Company Instituter is submitting for your consideration
recommendations to amend Rure 19a-1 under the Invesiment company Act of 1940. As you
\Ty, 

R:rle 19a-1. which govems how a fund calculates and discloses the sources of itsqr.rrlDutrons, has not been revised substantively since its adoption in 1g41. since that time,technological advances, such as the Intemet, have artered dramatically the way funds provide,and shareholders access, information- The types and complexity of investments nade by fu;;s,the accounting and tax treatment ofthese investment., uni fund di.tribution practices ur.or,ur"changed significantry. The Insritute has. worked extensivery *ith it. -"mb".. to a"u*Lf 
"-

recommendations that would update Rule 19a-1 to reflect tirese developments. The revisions werecommend below will permit funds to communicate more effectivery with tneir straretrouers,and shareholders to more readily access and compare information on fund distribution..i 
----'

' The Investment comDanv Insritute is the nationai association of theU,s. rnresrmenr eompany industry. Moreinformadon about the Institute is available at the end of this letter.
'^In an attachment to this lett€r, we have provided text of amendmentj to Rule l9a-l that would ne€d to made toeffectuate our recommendations. we recognize that both Rule lga-l and Rule lgb-l are intended to enhanceshareholder understanding of the nature of fund distributions liom to-"", *rr." ,r,un 

"et 
investment income. (Jurproposed amendments to Rule 19a-1 would not address all or tne issues encountered by closed,end funds that offer,or seek ro offer, managed distribution.plans pwsuant to sectron rs(b) exe;ptive orders. The commission staffrecently issued a revised set ofconditions foi crosed-end r'rna, s.rtinj ttr"re o.ders. see Lefter ftom James M.curtis' Branch chief' Division of Investm"nt Munug"."nt, u.s. se,:uiitj.i'ana E^"t ange comrnission to DorothyM. Donohue, Senior Associate Counsel, In_v"trn"niCorpuny.inrriiu,a'a-*d O""".ber ?i, 2006. We urge thecommission to consider proposing amendments to Rule 19a-i and Rul; r9b-r concunentry and to proposeamendments toRule l9b-l rhirr a'e more flexible than the conditto* ,."*try ;rru.a by thJ snft si"-i.ii, t"u*ftom Dorothy M Donohue, senior Associate 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, dated November r7,

JUN 2 ) 2007
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Backgrcund and Summary of Recommendations

_ section 19(a) requires the paymenr ofany dividend, or a distribution in the nature ofa
dividend payment, to be accompanied by a written statement, (a "section l9(a) Notice") that
adequately discloses the source(s) of a payment if it is made from any source other than
accumulated undistributed net income. Rule l9a-l(a) requires the sjction lg(a) Notice to b€ on
a separate piece of paper, and to clearly indicate what portion of the payment is from: (1) net
income; (2) net profits from the sale ofsecurities or orher properties I ana/or (3) paid-in surplus or
any other capital source. Section 19(a) and Rule l9a-l are iniended to protect fund shareholders
from mistakenly believing returns ofcapital or distributions ofcapital gains are in"o* oiu 

-

recumng nature.' c'ommission staff recently reiterated the importance of this requirement,
stating that it is a basic and fundamental requirement to accompany the payment ofany
distribution from a source other than net income with a written statement identifying the source
of the payment."

The objective ofSection l9(a) can be achieved by requiring funds to disseminate
information about distributions through the Intemet within a ieasonable amount of time after a
distribution is made and in periodic shareholder communications. We therefore recommend that
the commission update Rule 19a-l to permit funds to satisfy their disclosure obligations by
posting the required information on their own, or an affiliate's, website within a reasonable
amount of time after a distribution and additionally transmitting the required information to
beneficial shareholders no less frequently than quarterly in account statements or other written
communications.

we also recommend clarifying Rule r9a-l to prescribe the accounting rreatment for
calculating the sources of fund distributions. A fund'i distribution generally should be treated as
arising first fiom net invesrment income (a book concept) and calculated under generally
accepted accounting principles ("GAAP"). Amounts distributed in excess of nei income should
be treated as other taxable income and net realized gains (i.e., capital gains) so rong u" it 

"y 
*

supported by earnings and profits (calculated on a tax basis). Ttre reriainder of the'distribution,
if any, should be treated as a non-taxable return ofcapital as determined for federal income tax
purposes's Rule 19a-1(e) should be amended to clarifo tnuiu'y."urrron to amounts previously
subject to section 19(a) reporting te made cumulatively. ninaily, *e.ecom-end pri"loi"J""
exception from Section l9(a) Notice repo r.ing for de minimis amounts ofcapital gain or reiurn of
caDital.

' try,^",q, Hearings Before a Subcommittee of the Committee on Banking and cureocy of the United states senarcon 5.3580, 76th Cong. (3d Session) 275, 2j8 (tg4}).
',!:", 

: S:,,4!_?* L Donohue, Keynale A ddress at 2007 Maua! Funds and Investnqnt Managenen Conference(March 26. 2007).
5 Reponing retum ofcapital on a tax basis is consistent with AICPA statement ofposition No. 93-2, Dere rminqtrcn,Disclosure, and Financial Statement Presentation oflncome, Capital Gsin, and. Retum of Capitsl Di$ributions by,::y,*:, 

9:y*,nres. as incorporated.into and supuseded by AICpA Audit and Accounting Guide for Inuor."n,Lompanles (May l, t00,b), paragraphs l2.ll_12.39 (..ROC_SOP..).
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The recommended approach will improve the comparability of Section l9(a) Noticeinformation, alleviate sharehorder confusion, and provide sharehoriers *itr, nlo." ,r*uninglur
information about fund distributions.

Recommendations for Improved Disclosure

Internet Disclosure. we recommend amending Rule l9a-r to require funds to post theirsection 19(a) Notices on the Internet. under our profosal, prior to initial porting, 
"nla-rnafunds would be required to disclose by means ofa press.elease that section r9(a) Notices wirlbe posted to a specified. website. whire mutud funds wourd be required to make this disclosure rnrne'. prospectuses.- Au tunds would be required to disclose in their semi-annual and annualshareholder reports the Intemet availability and location ofSection r9(a) Notices. Funds wouldbe required to keep their section l9(a) Noiices on the website for at leasi twenty-four montrrsfrom the date ofposting.

. . Posting section l9(a) Notices on the Internet wi'benefit fund sharehorders. A great
l1,"liry 9f .qid. 

shareiolders us€ the Internet on a regular basis including for financial 
-

purposes' Makrng thls information available through the Intemet will enable shareholders toaccess information about the sources of their distribution contemporaneously with receipt ofthedistribution.8 sharehorders also may review the information whenever they wish without
concern-for physically storing and retrieving written notices, and easily pui it in 

"ont"*t 
*irhother information about the fund ava able Jn the Internet. internet posting also w r benefitprospective investors, who otherwise will not have access to section telaiNotice information,

and.third-parties collecting and analyzing the information to the benefit of shareholders and themarket. we believe the benefits of posting this information on the Internet would exceed thecost of this additional reporting obligation.

Peiodic writen statem.enr^r' section 19(a) provides that the payment of any dividend ordistribution be "accompanied" by a written stateme;t. The commission staff arreaiy hasrecognized that the purposes ofsection r9(a) can be satisfied when funds inform sharehorders of

o unlike mutual fund shareholders, closed+nd fund.shareholders that puchase shares in the secondary marker do
1l l*:j":.:lt f":!'s prospecus 

-upon or. closely following investmeni.-Therefore, closed-end tunds would disctosethe availability ofseclion l9(a) Notices ftrough press releises. under our proposal, all funds *outo le requiiJ tomake this sarne discrosure in sharehorder repoits. Because sharetrotao reports are disfiibuted semi-annuaty,shareholders wourd be informed of the Internet.avaiiabirity ofiection isii; no,i.", uy means of a shareholderreport no later than eight months after their initial purchase.
7 See Investment Company Institute, Ownership of Mut^l Furlds and use oJ the Intemet, 2006,Rese^rchFundamentars, vor. 15, No. 6, october 2006 ai pp. 8 and 9; anJ r""ot,n"ntborp-y a"i n"r. iir. zzoii 

"r 
p. a(Ianuary 22,2007) (pemitting proxy statements lo be made available on the mrcrnet).

8 using the Internet in lhis context is consistent with the commission's eforts to .,enhanceu the efficiency ofthesecurities markets by allowing for the rapid- dissemination of informadon to lnvestors and tinancial markets in amore cosr-efficient, widespread, and equita_bremanner than fiadilionar paper-uased methods." see Investmentcompany Act Rel' No 2 1399 (october 6. 1995 r germi,,i"g ,r'. J.ii""i/ii prospecruses, annual reports, and proxysoticitarion mareriats droush electronic media). jee crso ri Ret. N". ziozf ij*i".yJi: ;0o;i;:fi[iljril"lo post proxy malerials on a website if shareholders are prodded with a notice informing them tlrat the ;;ri;[ -"available and explaining how to access them).
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the so^urce(s) ofdistributions on, or together with, quarterly account statements or on check
stubs.e we recommend that the comriission coairy tnis retier in Rule l9a-1. consistent with
this relief' we urge the Commission to use its exemptive authority to additionally permit funds to
provide shareholders with information about distributions no less frequently than quarterly in
any other tlpe of written communication mai.led lincluding by electronic m;il) eith;r toge;her
with. or separately from, account statements.ro

Our recommended approach will permit funds to communicate distribution information
to beneficial shareholders in a cost-efficient manner that takes into account how shares are
distributed. For example, funds sold directly to beneficial owners may choose to transmit
information to them on or with account statements or distribution cheiks. ll Transmittins
information to beneficial owners in this way generally is not an option for broker-sold fu-nds.
Brokers prepare and send account statements to each custorner that include relevant information
about the customer's fund and other brokerage account holdings. our members report that it is
not always reliable or possible to include Section l9(a) Notice information on or with brokerase
statements, Brokerage statements generally have three fields for reporting distribution
information. The fields identify income, short-term capital gain and long-term capital gain that
has been distributed for the period covered by the statemena.

our members report that it wi be a challenging and lengthy process to work with
brokers to modiff the format of their statements. It similarly would be difficult to convince
brokers to mail a separate Section 19(a) Notice together with brokerage statements. The flexible

'.see Investmert Company Institute, SEC NeAction L€tter (pub. avail. Juty 22, 1996) (permining funds to inform
shareholders ofthe source(s) ofdisributions on, or together with, quartedy account statements if the dishibutions
are automatically reinvested in fund shares ot are directed to a banl or b'rokerage account or to a third party or on a
check stub for funds that pay disfibutions by check). see alra IDs Bond Fund, Inc., et al., IC Rel. Nos, 1j545 (Jan.
16' 1987) (notice) and 15581(Feb 13, 1987) (order) (permitting furds that pay monthly distributions to include
section l9(a) Notice information in quarterly account shtemenis; Standard b Foor's/Intercapital l,iquio e,r."t i*a,
Inc., Ic Rel. Nos. 9342 (Jul. 6, 1976) (notice)and 939? (Aug. 13, 1976) (order) (permitting i mon"y'..Gii""o t"
make daily credits of accrued income to shareholder accounts but to Fovide S%tion .19(a)-Notice information ir-
quan€rly or monthly statements),
r0 Section 6(c) of the Investment Company Act provides the Commission with broad authority to condiaionaly or
unconditionally exempt ary person, secudty or transaction fiom any proyisions of the Investment Company dct or
of any rule thereunder, if and to the extent that such exemption is necissary or appropriate in the publiiintirest and
consistent with the protection of investors and the purposes fairly intended by the poiicies and provisions of the
Investment Company Act.
rr We recommend permitting all funds, including direct-sold funds, to disclose section l9(a) Notice information
either on, together with, or separately iiom account statements. ow members report that it is impcrtant to retain the
flexibility to report net investment income on a tax basis in account statements b;cause this information ir irnportunt
f.or beneficial owners for tax planning and other purposes, undel our proposal, a fund wourd be permitted to
disclose net investment income on a tax basis in account statements. tr iti oistriuution tor n punliuiar p""J ur"o
consisted ofcapital gain or return ofcapital, the fund additionally would be required to transmit to ben'eficial owners
section lg(a) Notice information either on account statements or othex \rritten comnunication (which could include
a confirrnation under Rule lOb l0 under the Securities Exchange Act of 1934). We see no reason not to permit this
flexibility.
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approach we recommend would permit funds to work with broker dearers to deverop efficientand effective ways to transmir diitribution inro..uii'on to u"n"n.iut st ar"r.,orJ";.-tt" 
-'*''

Under our proposal, funds that make monthly distributions would achieve a significantcosr savings by being permirted ro transmi. section i9(a) Notic" inro.mation to';;;iffi"shareholders in quarrerry written statements. our research indicates that quarterly disclosurewould cost approximately $ 1.g4 per sharehota", u""ounip", year as compared to $5,52 pershareholder account Der vear for rransmitting t'is inrormaiion'to b;nJ#1";;r"#;,fr;. ,,
The cost ofsending tire noti"e, moruhly creily e""""a. unf 

"oo.sponding 
benefit, particularrygiven that sharehorders wourd be able to access ttris iniormition o"'.1" I#;;;;;;;#::'

we believe rhat each ofthe. methods described above, particurarly when coupred withInternet disclosure would accomplish the purpose of S""iio" rs(ur, *hi"'h ir;;ir.;-" 
""'

shareholders adequate disclosuriof the ro;.i, t;;;i"-h aiuia"no payments are made.

Recommendations For Determining Repoftable Amounts

We recommend amending Rule l9a-1 to standardize calculations for Section l9(a)reporting as follows:

r Determine net income by reference to net investment income (a book concept);' Treat a distribution as arways being paid fust from net income, unless .unug"a"n,designates otherwisE;
' Report any amount paid in excess ofnet income as other taxabre income and netrealized gains to the extent the fund has eamings und p.ofits <.ur"orui"o - u tu*basis) to support the distribution;
. Report the remainder of the distribution as a return ofcapital (a tax concept);o Revise Section l9(a) Notices (as needed) cumulatively; ando Excfude fiom reporting otherwise reportabre amounts that arc de minimis,

or'members report that there is considerable confusion among their shareholdersbecause the information thev receive on their IRS rorms tosg aiffe^ i.o. tr," iniorn-,utio, i"their section 19(a) Notices. These differences *ir., in po,i,l"ause the Intemar Reyenue Codeof 1986, as amended (the'code") requires funds to proiia"'rr.,*"r,o rders with information

" our amendments would reouire trroker-dearers and banks b forward sertion l9(a) Notice information tobeneficial owners offund shares. This is cr.rnsistenr wi,frl,i.i ,.q;"i;g tanosrrarenoraeirepo,ir,'Li#"i"i 
"*"ers. see,e.s.,Rurerab-l(bX2)ui:::il'jfijifil-dproxymaterials

13 The Institute gathered information on the ftfty-four closerJ-end funds with maraged distribution plans. of these
fli!: J::iXi;:*'"1;1il?:Ta't"$l:Tll"jion pr*'- ro .'iiil- ,r,;, norices ro benenciar sharehorders, rhesequarterry_aistr*utionpril:'i;;;;,;ffiipJ;ifil:y,H;i,rfi'.KT,".ffi:ffHljiriH,lfil^Jlljijlf -
account we eslimate rhat printins wi, .*t s ..no po o..ouni *J prr"!'. *irr 

"ort 
4l uen* per account, tor atotal o{ 46 cents per account per riailing. we ao nor t'uu" iata';;;;;t".".y wirh which tund shareholders haveconsented to receive material fiom theii brokers electronicatif i;;;;deriverv, cosrs wou b"-i;il;;;;'**e who receive marer,"* *r""*n ,llililders 

fiat have opred for e-
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regarding the tax character of distributions received to help them properly calculate their incometax returns'ra section lg(a) repofting, in contrast, is intended to ensure reporting of non-recurring amounts, based on "good iccounting practice; 1*t i.r, muy vary from the tax raws),Funds may realize inconr fiom a variety or tinsactrons tt at ao not fit into the same cateaoriesfor tax and Section l9(a) reoorting pu.por"r. ff,"r. toot_tu* Oifi"."""r"."rrj, ni;;;il",characterization of distributions. in"on.ist"nt 
"haracr"riruiion, "- 

be particurarry confusing toshareholders when Forms 1099 and Section rsG) Noti"e; sent in close succession, as theyare when a fund makes a single annuar aistrrbuiion in n"cember. co,npr"t" .on.ir,;il;i;g'?ure" tax numbers or..pure,'book numbers, however, is'not feasible. 
r---- --"-'v!v"vr s$r

Ambiguities in the suidance for determining sources of distributions result in fundstaking various approaches lo calculating informari; fo;S".,ion tS(u) Notices. As aconsequence, shareholder confusion may arise not only from differ"ri". t"i*""n] lingle fund,sForm 1099.and Section l9(a) Norice, but urro no,n aifr"r*"", ,n no* each fund calculates thesources of its distributions. By_ clarifying the standard thafafpries, the 
""n'pu,"irir,v "ii*iio"l9(a) Notices among tunds wiil be e;ha;ced, 

""d;il;h;il'. 
contusion will be diminished.

Under our proposar, section r9(a) wourd be administered by apprying ,.good accountrngpractices" that are neither pure book nor pure tax. fn".e 
"'iln"atio; ;ilip-d;;;;;ll;""'Section l9(a)'s objecrive ofensuring reporting or u-ountr-tr,u1 *uy not be recurring in naturewithout creating unnecessarv inconsistencies 6etween section l9(a) Notices and IRS Forms1099. our approach, which was oeveropea with e;;;;i"p", ftom our members, is discussedin greater detail below.

Determining Net Income. 'we recornmend that net income be determined by reference tonet investment income (a book concept). Net investment income is an appropriate measure forSection l9(a) purposes because-ilincfu*s only 
"-;; 

(";" inreresr and dividends) that arerecuning in nature. wh'e the amount that a funa distribuiei as net investment income wi, varywithchanging interest rates and dividend pra"ti."r, tn"r" u.iutions are contemplated by Section

Distributions First from Net Income. we recommend genera'y treating a distribution asbeing paid first fionl and 0o the exrcnt of, undistributed net iniome for the current or precedingfiscal year. This wilr clarifv uncertainty ,rt", 
""r""rry 

.ir", u.ong other times, when the Roc_SoP is applied for section i9(a) pu'poses. sp*in""illa 
"""..- 

tur.ir.n thar a section 19(a)Notice may be required if a fund wirir ordinary lo*";;";i;;;ryoses (such as from cerrainforeign curre-ncy ransactions) distribures io 
"|ti"".r,r*riirio*. t o. 

"*umpre, 
assume a funddistributes r0 cents per share, and the fund has n", in""ronlni ,n"ome liom dividends of 10 cenrs

lI $T:lnd foreign currency losses of 2 cents p.r ,r,*".-so-" have questioned whether theRoc-soP worrd require a fund to send a Se",i.rii i sd 
-l.r"ti.e 

reporting a 2 cent rerurn ofcapital, even though the entire distribution ir ruppo*"iuy n"i-investment rncome. our

;*il:l'""'ff:'ltrilflltJi:'J"rnffHTli"#JTJ,i'.',"*lifl"lle,,n"r"",,"'rowingrheyearor
capital gain and./or "nonaiuio'"na orrt itutions" (i.e., return of .opit;t), ull ur".f;ffrs"#l3t"Jmj-*'r-
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recomm€ndation wilr clarify that a section l9(a) Notice is not required under these
crrcumstances.

There may be situations when a fund with undistributed income will nevertheless need todesignare a distribution as being from a different source. For exampre, afund that (l)has
undistributed income for the current year and undistributed net capitar gain reariz.a i*i'g ,rr"preceding year and (2) wants to.distribute the larter amounr pu.suint to code section sss"lwtrlcnwould enable it to deduct thar distribution fiom the preceding year), would designate the 

'

distribution for.section l9(a) purposes as a capirar gain aistri-uution (i"., rh";;;;;;;;;gory
listed under Rule l9a-l(a)).

Determining other Tarabre Income and Ner Rearized Gains. we recommend that Rute
19_a.1 F anrended- to clari$ that all distributions supported by earnings and profits, asdetermined for federal income tax purposes, that are in excesi ofnet inu"rtn'"nt rn"o,n. u"reportable as other taxable income or capital gain (i.e., other taxable income or net realized gainsftom transactions in securities or other piopeiiery, This treatment wilr ensure that taxable
distributions not out ofnet investment income are reported consistently - as taxable _ in section19(a) Notices and Forms 1099. rtems covered by this proposal *irt incruoe aii 

"apira 
g"i".,L,h

short-term and long-tern1 as we as foreign currency gains, passive foreign invesimeni"o.puny('PFIC") mark-ro-marker income and othir u.ountr.!qui."d bt G ,;;i;;;,;; oi.'r'rru"iJo ,"shareholders as taxable incomc.

Determining Retum of Capitar. we recommend that Rule l9a-1 be amended to clarif;that return of capital be determined by reference to tax principtes. il ndc ;ciil;;pi* ?rrr1
:::::11_,illf::,menl :ompany financ_ial reporting and-resull in tunds reporting 

" 
il;;i--cap.ar ln rnelr nnanclar statemen_ts only when they have a tax return ofcipitar. 

-By 
applying ta,rprinciples to determine retums ofcapital, the Roc-Sop reduces potentiar shareholder confusron.under the Roc-sop, any distribution supported by a fund's earnings and profits cannot be areturn ofcapital. Thus, a shareholder will not receive a section t l1i; Notice ."r*Jin, u r"tu-ofcapital unless, as of the distribution date, the fund lacks earnings and pront, i" ,"pp'*,r,"'distribution.r5

we also recommend that funds be permitted to reasonably estimate earnings and profitsfor this purpose. This flexibility is critical because tax return ofiapital a"t".-inuiion, -! uu."oon tax principles that are nor, and cannor be, applied on a daily basis (e.g., wash sale ;;tpFI;mark-to-rnarker adjusrments). This flexibility wourd nar enabie runas tJ auoia ,;;;; s*;-"19(a) Notices; instead, the flexibility merely w r permit a fund to report a distribution as fromnet profits if the fund reasonably.estimates ihat iti earnings and prodm support the oirt it"ti"".This. flexibility wilr be particurarly important ro. runa. tti se-ek to distribute cunently theirtaxable income.

^^l:Iof:s9P,p,tovides; 
'Altlrough book retums of capirar may occur, they have lirtre relevance ro investmertcompany sharehorde{s. ln conuast, tax retums of capital 

-have 
a high degree of rerevun"" una .urt t" ,"o*ui"ru'reported to shareholders for income-.ux purposes. Tb report bmt ietum-s of capital ;;;;;;;;;#- il,occumed for tax puposes would be confusing to sharehoiders,
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- Revisions to Previously Reported Amount* we further recommend that Rule l9a-r(t) beamended to clarify that ifa fund..subsequentry revises any amounts previously subject to s.rtion
l9(a) reporting, such revisionwill be done cumulatively and will be disclosed on the fund,s nexrregularly scheduled Section 19(a) Notice. To illustrate, assume a fund that determines after the
T".q"ry:l 9r-":a:nd is paid that it did not have the earnings and profirs ttrat it reportea on itr"section 19(a) Notice. In the first quarter, the fund distribu;ed l0 cents per share and sent a 

'

section 19(a) Notice reporting 6 cents ofnet investment income and 4 cents ot.eatizeJlains. tnthe second quarter, the fund distributed g cents per share -- 5 cents tiom net investment income
and 3 c€nts from realized gains. In calculating its second quarter dividend, the fund determined
that only 2 cents of its first quarter distribution was from realized gains; the remaining 2 cenis
was return of capital. In this case, the section 19(a) Notice for thJsecond qu*". *o"uto oi."ro."on a cumulative yearto-date basis I I cents ofnet investment income, 5 cenis distribution from
realized gains and a return ofcapital of2 cents (i.e., 2 cents ftom the first quarter). No
obligation would exist to send amended section l9(a) Notices to any shareiorder who had
redeemed all shares in the fund between the mailing ofthese two Section l9(a) Notices. Sendingthem this information would serve no purpose.

De Minimis standard- we recommend that Rure r9a-l be amended to provide that dernlninrs distributions of otherwise reportable amounts be excluded from the reiorting oUfigu,ion,of section 19(a). A distribution of otherwise reportable amountE will be deemed de hinrii, itthe total amount ofthe distribution less the amount ofnet income does not exceed the greater of(i) ten percent ofthe total amount ofthe distribution (calculated as a percentage ortrr""n 
"J,cumulative year-ro-date distributions) or (ii) one penny per share (de Minimlis standafi,').

As noted earlier, Section 19(a) was enacted to prevent fund shareholders fiom receiving afalse,impression of a fund's expected retum. when thl portion of a distribution in excess of afund's net income is small, the risk of misleading shareholders regarding fund performance isremote. streamlining the notification requirements in this mannei also fias theirenefit of
leduging the complianc-e burden on funds and eliminating any costs as$ociated with preparing
Section 19(a) Notices.16

The De Minimis Standard also wi provide funds with flexibirity when making
distributions before the end of the period to which the distribution relatis. For exampL, fundst1p-ically make their year-end distributions (o_f essentially all of their calendar-y"61. l"'""irr"j *"nbefore December 3l, Rule r 9a-l presentry allows a fund to determine (or reasonably estimate) adividend's source(s) "to the close ofthe period as of which it is paid" - which would beDecember 31 in the example above.r? The De Mrnnnis Standard will provide additionai comfort(and prevent subsequent reporting crarifications) if the fund,s determination/estimate i. noisufficiently precise.

'" The costs of sending Section lg(a) Notices will vary depending which dehvery method rhe Commission requires(r'.e., Internet posting, quartoly statements, Section td(a) i,loticJwith each Orstribution).
17 we rerommencl that the sEC clarify this point as part of as part of its rulemakins initiative.


