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UNITED STATES OF AMERICA 

BEFORE THE 

SECURITIES AND EXCHANGE COMMISS ION 

In the matter of: 

Fidelity Management & 
Research Company and FMR 
Co., Inc. 

245 Summer Street 
Boston, MA 022 1 0 

Washington, DC 20549 

) AMENDMENT NO. 2 TO AN D 
) RESTATEMENT OF APPLICATION FOR AN 
) ORDER PURSUANT TO SECTION 206A OF 
) THE INVESTMENT ADVISERS ACT OF 1 940, 
) AS AMENDED, AND RULE 206(4) -5 (e) 
) THEREUNDER, EXEMPTING FIDELITY 
) MANAGEMENT & RESEARCH COMPANY 

AND FMR CO., INC. FROM RULE 206(4)-
5(a)(1)  UNDER THE INVESTMENT ADVISERS 

ACT OF 1 940 

I. PRELIMINARY STATEMENT AND INTRODUCTION 

Fidelity Management & Research Company (" FMR") and FMR Co. , Inc. 

(" FMRC") (" Applicants") her eby amend and re state their appl ication to the Secur ities 

and Exchange Commission (the "Commission") for an order pur suant to Section 206A of 

the Investment Adviser s Act of 1 940, as amended (the "Act") , and Rule 206(4) -5 (e) 

ther eunder , exempting the Applicants from the two-y ear pr ohib ition on compensation 

imposed by Rule 206(4)-5(a)(1)  under the Act for investment advisory services pr ovided 

to cer tain government entity Clients (as defined below) fo llowing a contr ib ution to a 

Massachusetts gub ernator ial candidate by a covered associate of the Applicants as 

descr ib ed in this Application, subject to the repr esentations set forth her ein 

("Application" and "Or der"). 

Section 206A of the Act author iz es the Commission to "conditionally or 

unconditionally exempt any person or tr ansaction .. . fr om any pr ovision or pr ovisions of 

[the Act] or of any rule or regulation ther eunder, if and to the extent that such exemption 
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is necessary or appr opr iate in the public inter est and consistent with the pr otection of 


investor s and the purposes fairly intended by the policy and pr ovisions of [the Act] .  " 

Section 206( 4) of the Act pr ohib its investment advisers fr om engaging in any act, 

pr actice, or course of business which is fr audulent , deceptive, or manipulative and directs 

the Commission to adopt such rules and regulations, define, and pr escr ibe means 

reasonably designed to pr event , such act s, pr actices or courses of busi ness. Under this 

author ity ,  the Commission adopted Rule 206( 4) -5 (the "Rule") whi ch pr ohib its a 

register ed investment adviser fr om pr oviding " investment advi sory services for 

compensation to a gover nment ent ity within two years aft er a contr ib ution to an official 

of the government ent ity is made by the investment adviser or any cover ed associate of 

the investment adviser." 

The ter m "government entity " is  defined in Rule 206(4)-5(f)(5) (ii) as including a 

pool of assets sponsor ed or established by a State or political subdivision, or any agency , 

author ity or instrumentality ther eof, including a defined benefit plan. The definition of an 

"official" of such government entity in Rule 206( 4) -5 (f)(6) (i i) includes the holder of, or 

candidate for , an elective office with author ity to appoint a person directly or indir ectly 

ab le to influence the outcome of the government entity' s hir ing of an investment adviser . 

The "cover ed associates" of an investment adviser ar e defined in Rule 206( 4) -5 (f)(2) (i) as 

including its managing member , executive officer or other indivi duals with similar status 

or function. Rule 206(4)-5 (c) specifies that, when a government entity invests in a 

covered investment pool, the investment adviser to that covered inve stment pool will be 

tr eated as pr oviding advisory services directly to the government entity . "Cover ed 

investment pool" is defined in Rule 206(4)-5([) as including, among other things, a 
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register ed investment company , such as a mutual fund, if the register ed investment 


company is an investment option of a participant-dir ected plan or pr ogr am of a 

government entity (e. g. , "403 (b)" and "457 " retirement plans). 

Rule 206(4)-5(b) pr ovides exceptions fr om the two-y ear pr ohib ition under Rule 

206( 4 )-5( a) ( l)  with respect to contr ib utions that do not exceed a de minimis threshold, 

wer e made by a person more than six months before becoming a cover ed associate, or 

wer e discover ed by the adviser and returned by the official within a specified per iod and 

subject to certain other conditions. Should no exception be avai lable, Rule 206(4)-5 (e) 

permits an investment adviser to apply for ,  and the Commission to conditionally or 

unconditionally gr ant, an exemption fr om the Rule 206( 4) -5(a)( l  ) pr ohib ition on 

compensation. 

In determining whether to gr ant an exemption, the Rule contemplates that the 

Commission will consider ,  among other things: (i) whether the exemption is necessary 

or appr opr iate in the public inter est and consistent with the pr otection of inve stor s and 

the purposes fairly intended by the policy and pr ovisions of the Act; (ii) whether the 

investment adviser , (A) befor e the contr ibution resulting in the pr ohib ition was made, 

adopted and implemented policies and pr ocedures reasonab ly designed to pr event 

violations of the Rule, (B) pr ior to or at the time the contribution which resulted in such 

pr ohib ition was made, had no actual knowledge of the contr ib ution, and (C) aft er 

learning of the contr ib ution, ( 1 )  has tak en all availab le steps to cause the contr ibutor 

involved in making the contribution which resulted in such pr ohibition to obtain a 

return of the contr ibution, and (2) has tak en such other remedial or pr eventive measures 

as may be appr opr iate under the cir cumstances; (iii) whether , at the time of the 
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Applicants 

contributi on, the contributor was a covered associate or otherwise an employee of the 

investment adviser, or was seeking such empl oyment; (iv) the timing and amount of the 

contribution which resulted in the prohibition; (v) the nature of the election (e. g. ,  

federal, state or local); and (vi) the contributor' s  apparent intent or motive in making the 

contri bution that resulted in the prohibition, as evidenced by the facts and circumstances 

surrounding such contributi on. 

Based on these considerations and the facts described in thi s Application, the 

Appli cant s respectfully submit that the relief requested herein is appropriate in the public 

interest and is consi stent with the protection of investors and the purpo ses fairly intended 

by the policy and provi sions of the Act. Accordingly, the Applicants request an Order 

exempting them to the extent described herei n from the prohibition under Rul e 

206(4)-S(a)( l )  to permit the Applicants to receive compensation for investment advisory 

services provided to the Clients withi n the tw o-year peri od following the date of the 

contribution identified herein to an official of such Clients by a "covered associate" of the 

Applicants. 

II. STATEMENT OF FACTS 

A. The 

The Applicants are affiliated asset management compani es registered with the 

Commission as investment advisers under the Act. The Applicants are wholly owned 

subsidiaries of FMR LLC and part of one of the world's largest providers of financial 

services with assets under admini stration as of June 30 , 20 1 4  of $4.9 trilli on, including 

managed assets of $2.0 tril lion. Fidelity Investments provides investment management, 

retirement planning, portfolio gui dance, brok erage, benefits outsourcing and many other 
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financial products and services to more than 23 million individual s and institutions, as 


well as through 10,000 advisers and brok ers. 

B. The Contributor 

Thomas Hense (the "Contributor"), a Group Chief Investment Officer of FMR 

and FMRC, is a resident of and voter in Cohasset, Massachusetts, and is the individual 

who made the campaign contribution that triggered the tw o-year compensation ban 

("Contribution"). The Contributor joined Fidelity Investments in 1993 and has been 

employed by the Applicants and their affil iates in a number of positions in their asset 

management business. The Contributor assumed his current role in July 2008 . The 

Contributor first served as an analyst in the high income group and became director of 

high income research in 1999. The Contributor joined the equity group in 2000 and in 

December of that same year became co-director of equity research. In 2003, the 

Contributor joined the institutional equity group with primary portfolio management 

responsibility for the Small Cap Core discipl ine through 2008. From 2006 until 2008, the 

Contributor served as a port fol io manager to tw o mutual funds advised by the Appl icants, 

Fidel ity Small Cap Value Fund and Fidelity Advisor Small Cap Value Fund. At the time 

of the Contribution, the Contributor was a "covered associate" of the Appl icants, as such 

term is defined by Rule 206(4)-5(f)(2)(i), because of his role as a supervisor of one or 

more empl oyees who may solicit investment advisory business from governmental 

entities on behalf of each Applicant. 

In his employment with the Applicants, the Contributor has very limited direct 

interactions with clients regarding their investments. As Group Chief Investment Offi cer, 

the Contributor' s primary role is to supervise a team of investment professional s who 
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manage client funds and accounts that employ high income, small cap, quantitative and 


emerging mark et debt strategies. In this rol e, the Contributor manages over seventy-five 

investment prof essionals including portfolio managers, research analysts, traders and 

investment operations and support personnel . While portf ol io managers under the 

Contributor' s supervision do meet with cl ients and prospective clients from time to time 

as part of their duties, the Contributor does not meet frequently with cl ients or 

prospective clients. Consequently, to the best of the Contributor' s knowledge, the 

Contributor attended only tw o meetings with any Massachusetts government entities in 

the past tw o years, and neither of those meetings involved the solicitation of business or 

any of the clients involved in this App lication. In both cases, the Contributor met with an 

institutional separately-managed account client to discuss a change in the portf ol io 

manager for their account. 

C. The Government Entities 

The tw o government entity clients invol ved in this Application are Massachusetts 

government entities that sponsor part icipant-directed pl ans that of fer mutual funds 

managed by the Appl icants as investment options into which the entities' current and 

former employees may invest (" Client 1 "  and "Cl ient 2," respectively, or collectively, the 

"Clients"). Each Client is a "government entity" as defined by Rule 206(4)-S(f)(S)(ii). 

Accordingly, the mutual funds are "covered investment pools" as defined by Rule 

206(4)-5 (f)(3 )(ii) and the App licants are treated as though they are providing advisory 

services directly to the Cl ients and the Clients' plans . 
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Recipient D. The 

The Contributor made the Contribution to the campaign of Jeffrey McCormick 

(the "Recipient"), an independent candidate for Massachusetts Governor and founding 

partner of Saturn Partners, a Boston venture capital firm. The investment providers and 

options of Client 1 (including the mutual funds to be offered as investment options to 

empl oyees) are directly selected by a board that includes a majority of gubernatorial 

appointees. The investment decisions of Cl ient 2 (including the selection of mutual funds 

to be offered as investment options to employees) are directly made by the Treasurer of 

Client 2 under over sight of the President of Client 2. The board of Client 2, which 

includes a majority of gubern atorial appo intees, has authority to appoint the Treasurer 

and President of Client 2. Therefore, the Governor is responsible for appointing 

individuals with respect to (i) Client 1 that can directly influence the selection of an 

investment adviser and (ii) Client 2 that in turn are responsible for directly selecting and 

overseeing the selection of an investment adviser. Because of this appointment autho rity, 

the Governor, and any candidate for Governor (including the Recipient) , is an "official" 

of each of Client 1 and Client 2 as that term is defined by Rule 206( 4)-5 (f)(6)(ii). 

None of the gubernatorial appointees serving on such bodies were appointed by 

the Recipi ent , as he is a privat e citizen who has never held elected publ ic office. As such, 

the Recipient lack s any actual authority, direct or indirect, to hire or influence the hiring 

of an investment adviser by the Clients, or to appoint a person to an office with such 

authority or influence. The Recipient was not an "official" of a Cl ient for purposes of the 

Rule when the Clients' initial agreements with FMR and FMRC were reached. 
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E. The Contribution 

The Contribution was given on December 2 1 ,  20 1 3  (the "Contribution Date") for 

the amount of $50 0 to the Recipient' s campaign. Because the Contributor was a "covered 

associate" of the Appl icants, the Clients were "government entities" and the Recipient 

was a candidate for elective office with authority to appoint persons able to influence the 

outcome for each government entity' s hiring of an investment adviser, the Contribution 

triggered the Rule's prohibition against providing advisory services for compensation to 

the Cl ients during the tw o years foll ow ing the Contribution Date. 

In addition to being entitled to vote in gubernatorial el ections, the Contributor has 

a legitimate personal interest in the outcome of such el ections given that he l ives and 

work s in Massachusetts. The motivation for the Contribution to th e Recipient stemmed 

from their personal friendship. For the past six years, the Contributor and Recipient have 

socialized and pl ayed gol f together at the same golf cl ub. The Contributor decided to 

mak e the Contribution upon receiving an email solicitation from the Recipient' s 

campaign. The Contributor' s decision was based entirely on the personal friendship he 

maintained with the Recipient and the fact that he supported the Recipient in his efforts to 

run for Governor of the Commonwealth of Massachusetts. In addition, the Contributor 

has confirmed that there was no intention to seek , and no action was taken either by the 

Contributor or the Applicants to obtain, any direct or indirect influence from the 

Recipient or any other person. Accordingly, the reason for the Contribution was wholly 

unrelated to the investment advisory services provided to the Clients by the Applicants. 
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In addition, the Contributor has made prior donations to Massachusetts candidates 


for federal offices. The Contribution was consistent in size and motivation with those 

prior contributions. 

In accordance with the Applicants' pay-to-play policies and procedures, 

implemented as of March 8, 201 1 (the "Policies"), the Contributor was required to pre­

clear all contributions to federal, state or local candidates or organizations. The 

Contributor annually received training on the Policies. The Applicants have required their 

employees to attend mandatory in person or online training sessions on the Policies on an 

annual basis since they were adopted. The Contributor previously properly pre-cleared all 

of his political contributions since the adoption of the Policies. However, these prior 

contributions related solely to federal candidates. The Contributor made the Contribution 

at the end of the year while he was out of the office during the holiday season and 

attempting to complete vari ous administrative and other task s and, in doing so, he failed 

to pause and recogniz e that he was required to pre-clear the Contribution. At no time, 

either before or aft er mak ing the Contribution, did the Contributor solicit or coordinate 

. contributions to, or engage in any manner of fundrai sing for, the Recipient. Further, the 

Contributor: (i) did not discuss his Contribution with the Recipient or with any of his 

staff, or with the App licants or their other covered associates; and (ii) as described in 

greater detail below , promptly self-reported the Contribution to the Applicants' 

Compliance Department ("Compliance") upon realiz ing that he had fai led to pre-clear the 

Contribution. 
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Applicants 

Applicants' Discovery Response 

F. The Investments of the Clients with the 

The contractual arrangements betw een the applicabl e Appl icant(s) and each 

Cl ient have been in place for varying periods of time; however, each of these 

rel ationships pre-dates the Contrib ution. Client 1 initially entered into its agreement with 

FMR in 2007 and Client 2 initially entered into its agreement with FMR and FMRC in 

1 994.1 The Contrib utor had no involvement in the processes or discussions leading any of 

the Clients to enter into the relevant contractual arrangements with the appl icable 

Appl icant(s) and has had no communications with them designed to obtain or retain their 

business. The Contrib utor' s role with respect to the Clients is, as discussed ab ove, limited 

to  managing and overseeing the management of assets of the mutual funds managed by 

the App licants that serve as investment options of participant-directed plans or programs 

of the Clients. At the time of the Contrib ution, the Applicants were not discussing or 

anticipating any new arrangements with the Clients. No material changes in the 

relationship betw een any of the funds managed by the Appl icants and any participant-

directed plans sponsored by the Clients or any other material changes in relevant 

investment pattern occurred aft er the Contrib uti on. 

G. The of the Error and 

Aft er mak ing the Contrib ution, the Contrib utor completed and sub mitted his 

fourt h quart er 20 1 3  certification questionnaire in accordance with the Policies. 

Completing this form refocused the Contrib utor on his compliance ob ligations and on the 

pay-to-play compliance training he had received from the Appl icants. Shortly aft er 

submitting the form, he realized he may have erred in failing to pre-clear the Contrib ution 

Although the initial agreement was signed in 1994, mutual funds advised by the Applicants were 
voluntary options on Client 2's platform dating back to the 1980s. 
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to the Recipient. The Contributor promptly notified Compliance of the circumstances of 

the Contribution on January 6, 20 14  and Compliance confirmed that the Policies required 

that any contribution to the Recipient by the Contributor be pre-cleared . Furthermore, 

Compliance informed the Contributor that he should request a refund immediately. Thus, 

on January 7, 2014 , the Contributor contacted the Recipient' s campaign and requested a 

full refund and received it one week aft er his request on January 14, 20 14. 

In consultation with counsel, the Applicants, together with their affiliates, 

promptly undertook an analysis of all of the Applicants ' and their affiliates' clients that 

are Massachusetts state and local governments and instrumentalities to identify whether 

such clients are government entities of which the Recipient is an official or compensation 

from clients otherwise was impacted by the Contribution. Aft er completing this analysis, 

and fo llowing consultati on with legal counsel, the Applicants determined that only the 

compensation for advisory services received by the Applicants from Clients 1 and 2 was 

impacted by the Contribution. 

The Applicants established an escrow account in May 20 14  for the Clients and are 

currently segregating all compensation for advisory services paid to the Applicants 

attributable to the Clients' assets under management of the Applicants for the tw o-year 

perio d beginning on the Contribution Date ? The compensation for advisory services 

attributable to the Clients ' assets will continue to be held in escrow during the tw o-year 

time-out period provided for under the Rule, unless the Commission grants the relief 

requested in this Application. The total amount of compensation for advisory services 

See Political Contributions by Certain Investment Advisers, Release No. IA-3043, 75 Fed. Reg. 41018, 
4 1049 n. 403 (July 14, 2010) ("Adopting Release "). 
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Applicants' Pay-to-Play 

that will be subj ect to the tw o-year compensation prohibition is currently estimated to be 

$2.7 million, an amount that is 5 ,400 times greater than the amount of the Contribution. 

Aft er learning of the Contribution, the Applicants al so took step s to limit the 

Contributor' s contact with any representative of a Client for the durati on of the tw o-year 

period beginning on the Contribution Date, including informing the Contributor that he 

could have no contact w ith any representative of a Client other than mak ing substantive 

presentations to the Client' s representatives and consultants about the investment 

strategies that the App licants manage fo r the Cl ients. 

H. The Policies and Procedures 

The Applicants have, since March 8, 20 1 1, when the App licants' Pol icies were 

implemented, and at al l times since the compliance date of the Rule, maintained robust 

Pol icies that require all employees of the Applicants to pre-clear all political 

contributions to all federal , state or local candidates or organiz ati ons, with limited 

exceptions. At all times, the Policies have been more restrictive than what was 

contemplated in the Rul e. Pre-clearance requests are submitted through an online 

disclosure form and reviewed by compliance staff experienced with the Rule. There is no 

de minimis exception from pre-clearance for small contributions. 

In addition, each covered associate of the Applicants is required to confirm with 

the Applicants' ethics office on a quarterl y basis the ethics office' s records of any 

political contributions made by such covered associate during the quarter (w ith l imited 

exceptions). Each covered associate is also required to certify, on a quarterly basis, that 

he or she: ( 1 )  did not make any additional contributions during the quarter other than 

those properly pre-cleared with the Applicants' ethics office; (2) did not engage in any 
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unapproved political activity during the quarter; and (3) understands and is abiding by all 

firm requirements regarding political contributions and activities.3 Moreover, Compliance 

performs compliance testing, such as quarterly detection controls that include searches on 

public websites for political contributions by a sample of employees, using a variety of 

techniques to maximize effectiveness (e .g., more frequent testing for key employees) . 

Covered associates must also attend a mandatory annual training on the Policies 

that is conducted either in person or online. Each covered associate' s ann ual attendance at 

the training sessions is track ed and documented by the Applicants. The Applicants also 

conduct awareness campai gns on compliance with the Policies on a periodic basis .. 

The Policies also contain sanction guidelines. The severity of a sanction for a 

violation depends on whether, for example, the employee is a covered associate. The 

range of sanctions includes oral and written warnings and can escalate based on stated 

criteria. 

III. STANDARD FOR GRANTING AN EXEMPTION 

In determining whether to grant an exemption, Rule 206(4)-S(e) requires that the 

Commission will consider, among other things: (i) whether the exemption is necessary or 

appropriate in the public interest and consi stent with the protection of investors and the 

purposes fai rl y intended by the poli cy and provi sions of the Act; (i i) whether the 

investment adviser, (A) before the contribution resulting in the prohibition was made, 

Prospective new hires for covered associate positions of the Applicants are required to complete a 
questionnaire regarding their contributions prior to being given an offer of employment, and 
employees who are not covered associates are required to complete the same questionnaire and 
investigation prior to being promoted or transferred to a covered associate position. The Policies do not 
permit any new hire or potential transfer who is found to have made a contribution that would trigger 
application of the two-year prohibition to be moved into the covered associate position until two years 
have elapsed from the date of such contribution. 
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adopted and impl emented policies and pr ocedures re asonably designed to pr event 

violations of the Rul e, (B) pr ior to or at the time the contr ibution which resulted in such 

pr ohibition was made, had no actual knowledge of the contribution, and (C) aft er learning 

of the contribution, ( 1 )  has taken all avail able steps to cause the contr ibutor invol ved in 

mak ing the contr ibution which resulted in such pr ohibition to obtain a retur n of the 

contr ibution, and (2) has taken such other remedial or pr eventive measures as may be 

appr opriate under the circumstances; (iii) whether , at the time of the contr ibution, the 

contr ibutor was a covered associate or otherwise an employee of the investment adviser , 

or was seeking such employment; (iv) the timing and amount of the contribution which 

resulted in the pr ohibition; (v) the natur e of the el ection (e.g., feder al , state or local); and 

(vi) the contr ibutor' s apparent intent or motive in mak ing the contr ibution which resul ted 

in the pr ohibition, as evidenced by the facts and circumstances surrounding such 

contr ibution. Each of these factor s weighs in favor of gr anting the relief requested in this 

Application. 

The Commission made clear that it "intend[ s] to apply these factor s with 

sufficient flexibil ity to avo id consequences dispr oportionate to the viol ation, while 

effecting the policies underlying the [R]ule."4 

IV. STATEMENT IN SUPPORT OF EXEMPTIVE RELIEF 

The Appl icants submit that an exemption fr om the two-year pr ohibition on 

compensation is necessary and appr opr iate in the public inter est and consistent with the 

pr otection of investor s and the purposes fair ly intended by the pol icy and pr ovisions of 

the Act. 

Adopting Release at 41049. 
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The Clients determined to invest with Applicants and establ ished those advisory 


relationships on an arm' s length basis free from any improper influence as a result of the 

Contribution. In support of that conclusion, the Applicants note that the relationships with 

the Clients pre-date not only the Contribution, but al so the Contributor' s awareness of the 

Recipient' s candidacy. Moreover, there was no connection between the Contribution and 

any past or potential business betwe en the Cl i ents and the Applicants. Indeed, as a private 

citiz en who has never held elected office and was only an unsuccessful candidate for 

Governor, the Recipient has never had any actual authority, direct or indirect, to hire or 

influence any government entity' s decision to hire an investment adviser, or to appoint a 

person to an office with such authority, and the possibility of obtaining such authority 

was strictl y hypothetical . 

The Rule' s intended purpose is to prevent quid pro quo arrangements involving 

investment advisers making contributions in order to influence a government official's 

decision regarding advisory business with the adviser. 5 The timing of the Contributi on, 

and the lack of any evidence that the App licants or the Contributor intended to, or 

actually did, interfere with any Client' s merit-based process for the selection or retention 

of advisory services, each of which the Commission considers when determining whether 

See Adopting Release at 41023-24 n. 68 (explaining that the Rule "is a focused effort to combat quid 
pro quo payments by investment advisers seeking governmental business"); id. at 41023 (stating that 
the "Commission believes that [the Rule] is a necessary and appropriate measure to prevent fraudulent 
acts and practices in the market for the provision of investment advisory services to government 
entities by prohibiting investment advisers from engaging in pay to play practices ") (emphasis added); 
id. at 41026 n. 104 (explaining that the two-year time out is a '"cooling-off' period to dissipate any 
effects of a quid pro quo"); Speech by Commission Chair Mary L. Schapiro: Statement at Open 
Meeting to Adopt Amendments Regarding Political Contributions by Certain Investment Advisers 
("Pay to Play') (June 30, 2010) ("[p]ay to play is the practice of making campaign contributions and 
related payments to elected officials in order to influence the awarding of lucrative contracts for the 
management of public pension plan assets and similar government investment accounts ... . The 
prophylactic rules we consider today are designed to eliminate this legal and ethical gray area.") 
(emphasis added). 
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to gr ant an exemption, considered in light of the natur e of the Clients' arrangements with 

the Applicants, demonstr ate s the unl ikelihood that the Contribution was a part of, or was 

intended to be a part of, any quid pro quo arrangement with respect to the Clients or even 

could appear to be part of such an arrangement. As such, the Rule' s intended purpose of 

combating quid pro quo arr angements would in no way be served by imposition of the 

Rule' s pr ohibition on pr oviding in vestment advisory services for compensation. 

Causing the Applicants to pr ovide advisory services without compensation for a 

two -year period would resul t in a financial loss to the Applicants of appr oximatel y $2.7 

million-an amount that is 5,400 times the amount of the Contribution. Such a result is 

gr eatly dispr oportionate to the violation, and is not consistent with the pr otection of 

investor s or a purpose fairly intended by the policies and pr ovisions of the Act. Nor is 

such resul t necessary to protect government entity clients in this case. In particular ,  in this 

case the Rule may only serve to pr event Massachusetts gover nment entity clients fr om 

mak ing available to their curr ent and for mer employees the services of the Applicants, 

which ar e part of Fidelity Investments, a multinational financial services corporation and 

one of the largest financial services gr oups in the world. The pol icy underlying the Rul e 

is served by ensuring that no impr oper influence is exercised over investment decisions 

by governmental entit ies as a result of campaign contr ibutions and not by wit hholding 

compensation as a resul t of unintentional violations. Accor dingly, the interests of the 

Clients ar e best served by allowing the Appl icants and their Clients to continue their 

relationship uninterrupted. 

The Contr ibutor had no motive in mak ing the Contribution other than to suppor t 

the Recipient in his election because they wer e per sonal fr iends and the Contr ibutor 
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supported the Recipie nt's candi dacy. The Contributor and the Applicants took remedial 

steps as soon as the Contrib utor realized he may have made an error and informed the 

Appli cants of the error. The Contribution was made on Decemb er 2 1 ,  20 1 3  and 

discovered on January 6, 20 14 .  A full refund was requested on January 7, 20 14, whi ch 

the Contributor received exactly one week later. Thes e events are well withi n the four­

month and 60-day periods required for an automati c exception under Rule 206( 4)-5(b )(3) .  

The other factors suggested for the Commission's consi deration in Rule 

206( 4)-5( e) similarly wei gh in favor of granti ng an exemption to avoi d consequences 

disproporti onate to the vi olati on as des cribed below. 

A. Policies and Procedures Before the Contribution 

The Applicants had already adopted and implemented the Policies at the ti me of 

the Contribution and had Policies in place at all ti mes since the adoption of the Rule. The 

Applicants believe that the Policies are fully compli ant with, and more ri gorous and 

restri cti ve than, the Rule's requirements . The Policies include pre-clearance procedures 

for all employees (i ncluding all covered associates ) for all political contrib uti ons (with 

limited exceptions) to both federal and state-level candi dates and include mandatory 

annual trai ni ng and certi ficati ons requi red to be completed by covered associ ates . The 

Appli cants believe that they have a ri gorous and rob ust screening of pros pective hi res and 

internal employees being consi dered for covered associate positions , keeping new hi res 

and internal trans fers from being moved into a covered associate position unti l the 

appropriate look-b ack period has elaps ed. The Applicants als o perform compli ance 

testi ng that includes random searches of campai gn contribution datab as es for the names 

of employees and impos es sanction guidelines . 
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Knowledge 

Applicants' Response 

B. Actual of the Contribution 

At no ti me di d any employees or covered ass oci ates of the Appli cants , or any 

executive or employee of the Applicants' affili ates , other than the Contributor, know of 

the Contrib uti on to the Reci pi ent unti l aft er it had happened when the Contributor 

realized upon submitting his quarterly certi fication that he may have made an error and 

promptly informed Compliance. Moreover, the Contributor di d not discuss the 

Contrib uti on pri or to making it wi th the Appli cants or any of the Appli cants' covered 

associ ates . 

C. After the Contribution 

After learni ng of the Contribution, the Appli cants and the Contrib utor took all 

available steps to promptly ob tai n a return of the Contribution. Wi thi n 24 hours of 

discovering the Contrib uti on, the Contrib utor had requested that the Recipi ent return the 

ful l Contrib uti on. The full amount was subsequently return ed wi thi n one week .  In 

consultation wi th counsel, the Applicants , together wi th thei r affi li ates , promptl y 

undertook an analysis of all of the Applicants' and thei r affili ates' cli ents that are 

Mass achusetts state and local governments and instrumentali ti es to identify whether such 

clients are government entities of whi ch the Recipient is an official or compens ation from 

such clients otherwis e was impacted by the Contrib uti on. After completing this anal ysis, 

and based on the advi ce of legal counsel ,  the Applicants determi ned that onl y the 

compensation for advisory servi ces received by the Applicants from Clients 1 and 2 was 

impacted by the Contrib uti on. The Appli cants es tab lished an es crow account in May 

2014 for all compens ati on for advisory servi ces attributabl e to the Clients' assets under 
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Timing 

management of the Applicants for the two-year period beginning on the Contr ib ution 

Date. 

D. Status of the Contributor 

The Contr ib utor is , and has been at all relevant times , a cover ed associate of the 

Applicants . However , his des ignation as such is due to his role as an executive officer of, 

and/ or super visor of thos e who solicit business on behalf of, the Applicants. The 

Contr ib utor's position with the Applicants is such that he does not generally engage with 

pr os pective government entity cl ients . In fact, he has only met with two government 

entity clients in the past two years , neither of which wer e the Cl ients .  His involvement 

with the Clients has been l imited to managing and overseeing the management of assets 

of the mutual funds managed by the Appl i cants that serve as inves tment options of 

participant-dir ected plans or pr ogr ams of the Clients .  He has had no contact with any 

repr es entative of a Client and no contact with any of the Clients' boards or committees . 

E. and Amount of the Contribution 

As noted ab ove, the Appl icants' relationships with the Clients pr e-date the 

Contr ibution and the Contrib utor's awar eness of the Recipient's candidacy. Mor eover , 

the Contr ibution was in the amount of $5 00, which was consistent in s ize and motivation 

with the Contr ibutor's pr ior pol itical contr ibutions to candidates for federal office. 

F. Nature of the Election and Other Facts and Circumstances 

The natur e of the election and other facts and cir cums tances indicate that the 

Contr ib utor's apparent intent in mak ing the Contribution was not to influence the 

selection or retention of the Applicants . The Recipient is curr ently a pr ivate citiz en with 

no actual author ity, direct or indirect, to hire or influence the selection of an investment 
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advi ser by the Clients, or to appoint any official with such authority or influence. At the 

same ti me, the Contrib utor had a legitimate interest in both the outcome of the election, 

as he resi des and is employed withi n Massachusetts, and in supporting an indi vi dual wi th 

whom he has a personal fri endship. 

The Contrib utor' s vi olati on of the Policies and the two -year prohibiti on on 

compensati on under the Rule resulted from an inadvertent mi stake. The Contributor 

si mply fai led to focus on the fact that the Contribution was covered by the Policies and 

the Rule. 

The Applicants appreciate the availability of exemptive reli ef at the 

Commission's di scretion where imposition of the two-year prohibi ti on on compensati on 

does not achi eve the Rule' s purposes or would result in consequences di sproporti onate to 

the mi stake that was made. The Appli cants respectfully sub mit that such is the case wi th 

the Contrib uti on. Neither the Appli cants nor the Contrib utor sought to interfere wi th the 

Cli ents' merit-b ased selection process for advi sory servi ces, nor di d they seek to 

negotiate hi gher compensation or greater anci llary benefits than would be achi eved in 

arm' s length transactions, nor could they have, as the selecti ons pre-dated the 

Contrib uti on. There was no vi olati on of the Applicants' fiduci ary duty to deal fai rly or 

di sclose materi al conflicts gi ven the ab sence of any intent or acti on by the Applicants or 

the Contributor to influence the selection process. The Applicants have no reason to 

believe the Contrib uti on undermi ned, or has the potenti al to undermi ne in the future , the 

integrity of the mark et for advi sory services or resulted, or has the potenti al to result in 

the future, in  a vi olati on of the pub lic trust in the process for awardi ng contracts. The 

Rule' s intended purpose-combati ng quid pro quo arrangements-would in no way be 

2 1  




served by imposition of the Rule's prohibition on provi di ng investment advisory servi ces 

for compens ati on in this case and the imposition of the Rule would result in 

consequences vastly disproporti onate to the mistak e that was made. 

V. PRECEDENT 

The Appli cants note that the Commission granted exempti ons substanti ally 

similar to that reques ted herei n wi th respect to reli ef from Secti on 206A of the Act and 

Rule 206(4)-5 (e) in: Davidson Kempner Capi tal Management LL C, Inves tment Advis ers 

Act Release Nos . IA-3693 (Octob er 17 ,  20 1 3  ) (notice) and IA-37 1 5  (Novemb er 1 3 ,  

20 1 3  ) (order) ("Davi ds on Kempner Application"); Ares Real Es tate Management 

Holdings ,  LL C, Inves tment Advisers Act Release Nos . IA -3957 (Octob er 22, 20 14) 

(notice) and IA -3 969 (Novemb er 1 8  , 20 1 4) (order) ("A res Appli cation"); and Cres tvi ew 

Advisors , L .L .  C. ,  Inves tment Advisers Act Rel ease Nos . IA-39  87 (December 1 9  , 20 14) 

(notice) and IA- 3 997 (J anuary 14,  20 1 5  ) (order) ("Crestvi ew Applicati on" and, together 

wi th the Davidson Kempner and Ares Appli cati ons , "Approved Applications "). 

The facts and repres entati ons made in this Applicati on are substanti all y si milar to 

each of the Approved Appli cations . However, the Appli cants believe that there are also 

certai n similari ti es and distinctions between this Appli cati on and the Approved 

Applicati ons that wei gh even further in favor of granti ng the exemption requested herein. 

Knowledge of the Contribution and Discovery of the Error. In the Davi ds on 

Kempner Appli cati on, the contrib utor informed the applicant's executive managi ng 

memb er of his interes t in the relevant offici al and intenti on to meet wi th hi m. In contrast, 

like the contrib utor in the Ares and Crestvi ew Applications , the Contrib utor di d not 

inform any officers or employees of the Applicant of his interes t in the Recipi ent's 
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campm gn. Moreover, none of the Appli cants' officers or empl oyees ,  other than the 

Contributor, had any knowledge that the Contrib ution had been made until the 

Contributor real ized his fail ure to pre-cl ear the Contribution when the Contrib utor 

completed and submitted his certification ques ti onnaire in accordance wi th the Poli cies . 

Unlike the Davi ds on Kempner and Ares Applications , where the contrib uti on at iss ue 

was discovered by the compliance department of the investment adviser several months 

aft er the contribution was made, the Contrib utor brought the Contribution to the attenti on 

of the Applicants by self-reporting his error only two weeks aft er the Contribution. 

Amount of Contribution and Nature of Election. In the Davi ds on Kempner 

Appl icati on, the contrib utor and his wife each made a $2,500 contribution to the sitting 

Ohio State Treasurer for his campai gn for United States Senator. L ikewise, in the Ares 

Appli cation, the contrib utor made a contrib ution of $ 1 ,  1 00 to the re-electi on campai gn of 

the Governor of Colorado . In the Crestvi ew Application, the contrib utor made a 

contribution of $2,500 to the sitting Texas State Governor's campai gn for the federal 

office of President of the United States . The contrib uti ons in each of the Davi ds on 

Kempner and Ares Appl icati ons were to el ecti ons in which the contrib utor was not 

eligible to vote. The amount of the Contrib ution in this cas e-$500-is substanti ally less 

than the amount of the contributions in either of the Appr oved Applicati ons and the 

Contributor was eligible to vote in the Recipient's el ection. 

Moreover, unlike the Approved Appl icati ons ,  the Recipient was not a sitting 

offici al of a government enti ty at the time of the Contrib uti on. As a private citiz en who 

has never hel d elected office and was only an unsuccessful candi date for Governor, the 

Recipient never had and does not have any actual authority, di rect or indi rect, to hire or 
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influence any government enti ty's decisi on to hi re an inves tment adviser, or to appoint a 

person to an office wi th such authority. 

Intent of the Contributor. Like the Applicants , a seni or investment professi onal 

for each of Davi ds on Kempner Capital Management LLC, Ares Real Es tate Management 

Holdings , LLC and Crestvi ew Advisors , L.L.C. ("Exempt Advisers") made a 

contrib uti on to a political campai gn. Like the Applicants , there was no evi dence of any 

intent of the contrib utor in each of the Approved Appli cati ons to influence the relevant 

government offici al's power of appointment wi th respect to the pub li c plan investor or 

the public plan invest or's decisi ons , nor was there any discussion with the relevant 

government official ab out such offici al's power of appointment . 

Like the Contributor, in each of the Approved Applicati ons the contrib utor's 

vi olati on of the rel evant Exempt Adviser' s pay-to -play policies and rel ated prohibiti on on 

compens ation res ulted from an inadvertent mis tak e of the relevant contrib utor. 

Addi ti onally, like the Approved Applicati ons ,  the Applicants' rel ati ons hip with the 

Clients pre-dated the Contrib uti on. 

In addi ti on, like the Applicants , each of the Exempt Advisers are investment 

advis ers to covered inves tment pools in whi ch state sponsored investment pl ans inves t 

and the relati ons hi p between each of the Exempt Advisers wi th its res pective client pre­

dates the contribution. Unlike the Exempt Advis ers , whi ch manage pri vate funds in 

whi ch state spons ored investment plans inves t di rectly, the Clients of the Applicants 

spons or participant-directed plans that offer mutual funds managed by the Applicants as 

inves tment opti ons for the Cli ents' current and former employees . 
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REQUEST 

The Applicants believe that the same policies and consi derati ons that led the 

Commissi on to grant relief in the Approved Appli cati ons are pres ent here. In each 

instance, the impositi on of the Rule would res ult in consequences vastly disproporti onate 

to the mistake that was made. Moreover, the di fferences betwe en this Application and 

Approved Appli cati ons wei gh even further in favor of granti ng the relief reques ted 

herei n. 

VI. FOR ORDER 

The Appli cants seek an order pursuant to Secti on 206A of the Act, and Rule 

206( 4)-5( e) thereunder, exempti ng the Appli cants , to the extent des crib ed herei n, from 

the two -year prohibiti on on compens ation required by Rule 206(4)-5(a)( 1 )  under the Act 

to permi t the Appli cants to receive compens ati on for inves tment advisory servi ces 

provided to any exis ti ng government enti ty clients wi thi n the two -year period fo llowing 

the date of the Contrib uti on identified herei n to an official of such government entity 

clients by a covered associate of the Appli cants . 

Conditions. The Appli cants agree that any order of the Commissi on granti ng the 

requested relief wi ll be subject to the fo llowing conditions: 

1 .  The Contrib utor wi ll b e  prohibited from soliciting investments from any 

"government entity" client or pros pective "government enti ty" client for whi ch the 

Recipi ent is an "offici al" as defined in Rule 206(4)-5(£)(6) unti l December 2 1 ,  20 1 5  (the 

"Res tricted Period"). 

2 .  Notwithstanding Conditi on 1 ,  the Contributor wi ll b e  (i ) permitted to 

respond to inqui ri es from, and make pres entati ons to, any government enti ty client 

described in  Condition 1 regarding accounts already managed by the Appli cants as of 
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December 2 1 ,  20 1 3  and (ii) permitted to respond to inquiries from any government 


entity cl ient regarding an account es tablished with the Applicants by such government 

entity cl ient aft er December 2 1 ,  20 1 3. The Applicants will maintain a log of such 

interactions , which will be maintained and pres ented in an easily accessible place for a 

peri od of not less than five years , the first two years in an appropriate office of the 

Applicants , and will be available for inspection by the staff of the Commission. 

3 .  The Contrib utor will receive written notification of  thes e conditions and 

will provide a quarterl y certification of compl iance through the Res tricted Period. 

Copies of the certifications will be maintained and pres erved by the Applicants in an 

easily access ible place for a period of not less than five years , the firs t two years in an 

appropriate office of the Appl icants and wil l be availabl e for inspection by the Staff of 

the Commission. 

4. The Applicants will conduct testing reasonably des igned to prevent 

viol ations of the conditions of this Order and maintain records regarding such tes ting, 

which will be maintained and pres erved in an easily access ibl e place for a period of not 

less than five years , the first two years in an appropriate office of the Applicants , and 

will be avai lable for inspection by staff of the Commiss ion. 

VII. CONCLUSION 

For the foregoing reasons , the Applicants submit that the propos ed exemptive 

relief, conducted subject to the repres entations and conditions set forth ab ove, would be 

fair and reasonable, would not involve overreaching and would be consistent with the 

general purposes of the Act. 
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VIII. PROCEDURAL MATTERS 

Purs uant to Rul e 0-4 of the rul es under the Act, a form of propos ed noti ce for the 

Order of exemption reques ted by this Appli cati on is set fort h as Exhibit C to this 

Appli cation. In additi on, a form of propos ed order of exemption reques ted by this 

Appli cati on is set forth as Exhibit D to this Application. 

On the basis of the foregoing, th e Appli cants submit that all the requirements 

contained in Rul e 0-4 under the Act rel ating to the si gni ng and filing of this Appli cati on 

have been complied wi th and that the Appli cants , who have signed and fil ed this 

Applicati on, are fully authorized to do so. 
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The Applicants reques t that the Commissi on issue an Order without a hearing 

purs uant to Rule 0-5 under the Act .  

Dated: Septemb er 24, 20 1 5  

By: 

Res pectfully submitted, 

Fidelity Management & Res earch Company and 
FMR Co., Inc. 

Marc Bryant 
Seni or Vice Presi dent and Chief Legal Officer 
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Exhibit A: Authorization 

All requirements of the appli cab le articles of incorporati on and bylaws of Fidelity 
Management & Res earch Company and FMR Co., Inc. have been complied wi th in 
connection wi th the executi on and fili ng of this Applicati on, as amended and restated. 
Fidelity Management & Res earch Company and FMR Co . ,  Inc. repres ent that the 
undersigned indi vi duals are authorized to file this Appli cati on pursuant to Fidelity 
Management & Res earch Company's and FMR Co., Inc. 's articles of incorporati on. 

By: 

Fidelity Management & Res earch Company and 
FMR Co., Inc. 

Marc Bryant 
Senior Vice Pres ident and Chi ef Legal Officer 
Dated: September 23, 20 1 5  

Subscribed and sworn to before me, a Notary Pub lic, this 23rd day of September, 20 1 5  . 
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My Commission Expires 

  BARBARA-JO THOM PSON 

COMMONWE	
�	
r
b:����ACHUSETIS 

March 28, 201 9 
(Official 

My commissi on expires em � (C] 
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Exhibit B: Verification 

COMMON WEA LTH OF MA SSA CHUSETTS ) 
) ss: 

. COUNTY OF SUFFOLK ) 

The undersi gned being dul y sworn, depos es and says that he has duly executed the 
attached Applicati on, as amended and restated, dated Septemb er 24, 20 1 5  , for and on 
behalf of Fi delity Management & Res earch Company and FMR Co., Inc . ;  that he is 
Senior Vice Presi dent and General Counsel of Fidelity Management & Res earch 
Company and FMR Co., Inc . ;  and that al l acti ons necess ary to authorize deponent to 
execute and file such Applicati on have been taken. Deponent further says that he is 
fami liar wi th the Applicati on and the contents thereof and that the facts set forth therei n 
are true to the best of her knowledge, informati on, and beli ef. 

By: 

Fidelity Management & Research Company and 
FMR Co., Inc. 

Marc Bryant 
Senior Vice Presi dent and Chief Legal Officer 
Dated: Septemb er 23 , 20 1 5  

Subs cribed and sworn t o  before me, a Notary Public, this 23rd day o f  September, 20 1 5  . 
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My Commission Expires 

  BARBARA-JO THOMPSON
Notary Public 

OF MASSACHUSETIS

March 28, 2019 
(Offici al 
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Agency: 

Applicants: 

Summary Application: 

Filing 

Hearing Hearing: 

Exhibit C: Proposed Notice for the Order of Exemption 

SECURITIES AND EXCHANGE COMMISSION 

Release No. IA- I 

Fidelity Management & Res earch Company and FMR Co., Inc. ,  Fi le No. 803 -00225 ; 

Notice of Applicati on 

[ ], 20 1 5  

Securi ti es and Exchange Commissi on ("Commissi on"). 

Acti on: Noti ce of appli cati on for an exemptive order under section 206A of the 

Investment Advisers Act of 1 940 (the "A dvis ers Act") and rule 206( 4)-5( e) thereunder. 

Fi delity Management & Res earch Company and FMR Co., Inc. 

("Applicants"). 

Relevant Advisers Act Secti ons : Exempti on reques ted under section 206A of the 

Advisers Act and rule 206( 4 )-5( e) thereunder from rul e 206( 4 )-5( a)( l )  under the Advis ers 

Act. 

of Appli cants reques t that the Commissi on issue an order under 

secti on 206A of the Advisers Act and rule 206( 4) -5( e) thereunder exempti ng Appli cants 

from rule 206(4)-5 (a)( 1 )  under the Advisers Act to permit Applicants to receive 

compensation from certai n government enti ty clients for inves tment advisory servi ces 

provided to the government enti ti es wi thi n the two-year period foll owing a contrib uti on 

by a covered associate of the Applicant(s ) to an offici al of the government entities .  

Dates: The appli cati on was filed on Augus t 28, 2014, and amended and res tated 

appli cati ons were filed on May 1 1  , 20 1 5  and Septemb er 24, 20 1 5 .  

or Notificati on of An order granti ng the appli cati on wi ll be issued 

unless the Commission orders a hearing. Interes ted pers ons may reques t a hearing by 
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Supplementary 

Applicants' Representations : 

writing to the Commission's Secretary and servi ng Applicants wi th a copy of the request, 

personally or by mail .  Hearing reques ts should be received by the Commission by 5 :  30 

p.m. on [ ] ,  20 1 5  , and should be accompani ed by proof of servi ce on Appli cants , in the 

form of an affidavit or, for lawyers , a certi ficate of service. Purs uant to rule 0-5 under the 

Advisers Act, hearing requests should state the nature of the writer's interes t, any facts 

beari ng upon the desirabi lity of a hearing on the matter, the reas on for the request, and 

the iss ues contested. Persons may reques t notificati on of a hearing by writing to the 

Commissi on's Secretary . 

Address es: Brent J .  Fields , Secretary , Securiti es and Exchange Commission, 1 0  0 F Street, 

NE, Washi ngton, D.C. 20549-1 090. Appli cants , Fidelity Management & Res earch 

Company and FMR Co., Inc., c/ o Marc Bryant, 245 Summer Street, Boston, 

Mass achus etts 022 1 0. 

For Further Informati on Contact: Kyle R. Ahlgren, Seni or Counsel, at (202) 5 5 1 -6857, or 

Holly Hunter-Ceci , Branch Chi ef, at (202) 5 5 1 -6825 (Division of Inves tment 

Management, Chief Counsel's Office). 

Informati on: The following 1s a summary of the appli cati on. The 

complete appli cati on may be obtained for a fee at the SEC's Public  Reference Branch, 

1 00 F Street, NE, Washi ngton, D.C. 20549-0 1 02 (telephone (202) 5 5 1 -5850) .  

1 .  Applicants are affiliated asset management compani es registered wi th the 

Commission as inves tment advisers under the Advis ers Act. The Appli cants serve as 

investment advis ers to mutual funds offered as investment options ("Funds ") to two 

Massachus etts government enti ty sponsored participant-di rected plans ("Client 1 "  and 
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2. 

"Cli ent 2," respectivel y, or collectively, the "Clients"). Each Client is a "gover nment 

entity" as defined by rule 206( 4)-5(f)(5)(ii) .  The inves tment decisi ons of Cli ent 1 and 

Client 2 (i nclu di ng the selecti on of mutual fu nds to be offer ed as investment opti ons to 

employees) ar e overs een by boards that include sever al gub er natorial appoi ntees . 

On Decemb er 2 1 ,  20 1 3  (the "Contribution Date"), Thomas Hense (the 


"Contributor "), a Gr ou p Chief Investment Officer of the Applicants and a resi dent of and 

voter in Cohasset, Mass achus etts , made a contributi on of $50 0 (the "Contribution") to the 

campai gn of Jeffr ey McCormick (the "Recipient"), an independent candidate for 

Mass achusetts Governor and fou ndi ng part ner of Saturn Partners , a Bost on venture 

capital fir m, that trigger ed rule 206( 4 )-5 's pr ohibi ti on against pr oviding advisory services 

for compens ati on to the Cli ents duri ng the two years fo ll owing the Contributi on Date. 

3 .  Appli cants repres ent that the Contributi on was made aft er the Contributor 

received an email soli citation fr om the Recipient's campai gn. Applicants further 

repr es ent that the moti vation for the Contribution was based entirely on the pers onal 

friendship of over six (6) years that the Contributor mai ntained wi th the Recipient and the 

fact that he supported the Recipi ent in his effor ts to run for Governor of the 

Commonwealth of Mass achus etts . 

4 .  Appli cants repres ent that the Contribut or di d not solicit any pers ons to 

mak e contributions to the Recipient's campai gn. 

5 .  Applicants repr es ent that each Cli ent's relati ons hi p with the Applicants 

pr e-dates the Contribution. Applicants repr es ent that aft er learning of the Contributi on, 

the Appli cants took steps to limit the Contributor's contact wi th any repr esentative of a 

Client for the durati on of the two -year compens ati on time out beginning on the 
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Contribution Date. The Appli cants als o repres ent that the Contrib utor has very li mi ted 

di rect interacti ons wi th clients in general and has had no interactions wi th the Cli ents . 

The Appli cants repres ent that the Contributor's pri mary role is to supervis e a team of 

investment professi onals who manage client funds and accounts that employ hi gh 

income, small cap, quanti tati ve and emergi ng mark et deb t strategi es . The Contrib utor's 

role wi th respect to the Cli ents is limi ted to managi ng and overseei ng the management of 

assets of the mutual funds managed by the Appli cants that serve as inves tment opti ons of 

parti ci pant-directed plans or programs of the Clients. Applicants repres ent that 

Applicants have informed the Contributor that he could have no contact wi th any 

repres entati ve of a Client for the durati on of the two -year period other than making 

substantive pres entati ons to the Cli ent's repres entati ves and consultants ab out the 

inves tment strategies that the Applicants manage for the Cli ents . 

6 .  Appli cants repres ent that at no ti me di d any employees of the Applicants 

other than the Contributor have any knowledge of the Contribution prior to its discovery 

by the Applicants on January 6, 20 1 4  . The Contribution was dis covered when the 

Contrib utor self-reported the Contribution to the Appli cants' compli ance department 

("Compliance") aft er completing and submitting his fourth quarter 20 1 3  certi fication 

ques ti onnaire in accordance wi th the Applicants' pay-to-play policies and procedures 

("Pay-to-Play Policies and Procedures "). Shortly aft er submitting the form, the 

Contrib utor realiz ed he may have erred in failing to pre-clear the Contribution to the 

Recipi ent and promptly notified Compliance. After discovery of the Contribution, the 

Contrib utor on January 7 ,  20 1 4  requested a full refund and received it one week aft er his 

reques t on January 1 4, 20 14. In consultati on with counsel, the Applicants , together wi th 
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thei r affili ates , promptly undertook an analysis of all of the Applicants' and thei r 


affili ates' cli ents that are Mass achusetts state and local governments and instrumentaliti es 

to identi fy whether such clients are government entities of whi ch the Reci pi ent is an 

offici al or compens ati on from such clients otherwise was impacted by the Contrib uti on. 

After completing this analysis , and fo llowing consultation wi th legal counsel, the 

Appli cants determi ned that only the compens ati on for advisory servi ces received by the 

Applicants from Clients 1 and 2 was impacted by the Contrib uti on. The Applicants 

established an es crow account in May 20 1 4  in accordance wi th Commissi on guidance 

and the Applicants are currently segregating all compensati on for advis ory servi ces pai d 

to the Applicants attrib utab le to the Clients' assets under management of the Appli cants 

for the two -year period begi nning on the Contribution Date. The total amount of 

compens ati on for advisory servi ces that wi ll be subject to the two-year compensation 

prohibition is currently esti mated to be $2.7 mi lli on, an amount that is 5 ,400 ti mes greater 

than the amount of the Contrib uti on. 

7 .  The Applicants repres ent that they have, since March 8 ,  20 1 1 ,  when the 

Appli cants' Policies were impl emented, and at all ti mes since the initial compliance date 

of the rule, maintained rob us t Pay-to-P lay Policies and Procedures that require all 

employees of the Appli cants to pre-clear all political contrib uti ons to all federal, state or 

local candi dates or organiz ati ons ,  wi th limited exceptions .  Pre-clearance reques ts are 

submitted through an online disclosure form and reviewed by compliance staff 

experienced wi th the rule. In addi ti on, each covered associate of the Applicants is 

required to confirm wi th the Applicants' ethi cs office on a quarterly basis the ethics 

office's records of any political contrib uti ons made by such covered associate duri ng the 
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Applicants' Legal Analysis: 

quarter (wi th limited excepti ons). Each covered associate is als o required to certi fy, on a 

quart erl y basis , that he or she: ( 1 )  di d not make any additional contrib uti ons other than 

thos e properl y pre-cleared wi th the Applicants' ethics office; (2) di d not engage in any 

unapproved political activity during the quarter; and (3) understands and is abiding by all 

firm requi rements regardi ng political contrib uti ons and acti vi ti es . Moreover, Compliance 

performs compliance tes ting, such as quarterly detection controls that include searches on 

public websites for political contrib uti ons by a sample of empl oyees , using a vari ety of 

techniques to maxi mize effectiveness (e. g., more frequent tes ting for key employees). 

Covered associ ates mus t als o attend a mandatory annual training on the Pay-to-Play 

Policies and Procedures that is conducted ei ther in pers on or online. Each covered 

associ ate's annual attendance at the training sessi ons is track ed and documented by the 

Appli cants . The Appli cants als o conduct awareness campai gns on compli ance wi th the 

Policies on a periodi c basis . Appli cants repres ent that the Contrib utor's vi olati on of 

Applicants' Pay-to-Play Policies and Procedures was an inadvertent mistake. 

1 .  Rule 206(4)-S(a)( l )  under the Advisers Act prohibits a regis tered 

investment adviser from providing investment advisory servi ces for compens ati on to a 

government enti ty wi thi n two years aft er a contrib uti on to an official of the government 

entity is made by the investment adviser or any covered ass oci ate of the inves tment 

adviser. Each Client is a "government entity," as defined in rul e 206(4)-5 (f)(5)(ii ), the 

Contrib utor is a "covered associate" as defined in rul e 206(4)-5 (f)(2)(i), and the Reci pi ent 

is an "official" as defined in rule 206(4)-5(f)(6)(ii ) .  Rul e 206(4)-S (c) provi des that when a 

government entity invests in a covered inves tment pool, the investment adviser to that 
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covered investment pool i s  treated as providing advi sory servi ces di rectly to the 


government entity. Each Fund is  a "covered investment pool," as defined in  rule 206(4)-

5(f)(3 )(ii) .  

2. Secti on 206A of the Advi sers Act grants the Commi ssion the authori ty to 

"conditionally or unconditi onally exempt any person or transacti on . . . from any 

provi si on or provi si ons of [the Advi sers Act] or of any rule or regulati on thereunder, if 

and to the extent that such exemption i s  necessary or appropriate in the pub lic interest 

and consi stent wi th the protection of investors and the purposes fai rly intended by the 

policy and provi si ons of [the Advi sers Act] ." 

3 .  Rule 206(4)-S(e) provides that the Commissi on may exempt an investment 

advi ser from the prohibition under rule 206(4)-S(a)(l )  upon consideration of the factors 

listed below, among others: 

( 1 )  Whether the exemption is necessary or appropriate in  the pub lic interest 

and consi stent with the protection of investors and the purpo ses fai rly intended by the 

policy and provi si ons of the Advi sers Act; 

(2) Whether the investment advi ser: (i ) before the contrib uti on resulting in the 

prohibition was made, adopted and implemented policies and procedures reasonably 

designed to prevent vi olations of the rule; and (ii) pri or to or at the ti me the contrib uti on 

whi ch resulted in such prohibition was made, had no actual knowledge of the 

contribution; and (iii) aft er learni ng of the contrib uti on: (A) has taken all available step s 

to cause the contrib utor involved in making the contrib uti on whi ch resulted in such 

prohibition to obtain a return of the contribution; and (B) has taken such other remedial 

or preventive measures as may be appropri ate under the ci rcumstances; 
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4. 

(3) Whether, at the ti me of the contribution, the contributor was a covered 

associ ate or otherwis e an employee of the investment adviser, or was seeking such 

employment; 

(4) The ti mi ng and amount of the contrib uti on whi ch res ulted m the 

prohibition; 

(5) The nature of the election (e.g., federal, state or local); and 

(6) The contributor's apparent intent or motive in making the contrib uti on 

whi ch res ulted in the prohibition, as evi denced by the facts and ci rcums tances 

surroundi ng such contrib uti on. 

Appli cants reques t an order purs uant to section 206A and rule 206(4)-5 (e) 


thereunder, exempting them from the two -year prohibition on compens ati on imposed by 

rule 206(4)- 5 (a)(l )  wi th res pect to inves tment advis ory servi ces provi ded to the Cli ents 

withi n the two -year period followi ng the Contribution. 

5 .  Applicants submit that the exempti on is necessary and appropri ate in  the 

pub lic interes t and consistent wi th the protecti on of inves tors and the purpos es fai rly 

intended by the policy and provisions of the Act. Applicants furt her submit that the other 

factors set forth in rule 206(4)-5 (e) similarly wei gh in favor of granti ng an exempti on to 

the Appli cants to avoi d consequences disproporti onate to the vi olation. 

6. Applicants state that each Cli ent determined to inves t wi th the 

Appli cant(s ) and established thos e advisory relati onships on an arm's length basis free 

from any improper influence as a res ult of the Contribution. In support of this argument, 

Appli cants note that each Client's relati onship wi th the Applicant(s ) pre-dates the 

Contrib uti on. Furthermore, Applicants state that the Recipi ent's influence on each Client 
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is limited becaus e he has never held office. The Contributor's influence is also extremely 


limited becaus e he had no contact with ei ther Client's repres entati ves . Applicants also 

argue that the interes ts of the Cli ents are best served by allowing the Appli cants and thei r 

Clients to conti nue thei r relati onship uni nterrupted. 

7. The Appli cants note that they adopted and impl emented the Pay-to-Play 

Policies and Procedures compliant wi th the rule's requi rements on March 8, 20 1 1  , prior 

to the date of the Contribution. Applicants furt her repres ent that at no ti me di d any 

empl oyees of Appli cants other than the Contrib utor have any knowledge that the 

Contribution had been made prior to discovery by the Appli cants in January 20 14 .  After 

learni ng of the Contribution, Appli cants and the Contributor obtai ned the Recipient's 

agreement to return the Contribution, whi ch was subsequently returned. The Applicants 

es tablished an es crow account in May 20 1 4  in accordance wi th Commission guidance 

and the Applicants are currently segregating all compensati on for advisory servi ces paid  

to the Appli cants attrib utab le to the Cli ents' assets under management of  the Appli cants 

for the two-year period begi nning on the Contrib uti on Date. Appli cants state that causing 

the Applicants to provi de advisory servi ces wi thout compens ati on for a two-year period 

would res ult in a financi al loss to the Applicants of approxi mately $2.7 mi llion-an 

amount that is 5 ,400 ti mes the amount of the Contrib uti on. Applicants assert that such a 

res ult is greatly disproporti onate to the vi ol ati on, and is not consistent wi th the protection 

of investors or a purpos e fai rl y intended by the policies and provisions of the Act. 

8 .  Applicants state that the Contrib utor's apparent intent in making the 

Contribution was not to influence the selection or retenti on of the Applicants . Applicants 

note that the Contributor had previ ously properly pre-cleared all of his political 
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Applicants' 

1. 

contrib uti ons since the adopti on of the Pay-to -Play Policies and Procedures on March 8, 

201  1. Applicants als o repres ent that the Contrib utor had no contact with any 

repres entati ve of the Clients (or thei r boards ). 

9 .  The Applicants note that the Commission granted exemptions 

substantially similar to that requested herei n wi th respect to reli ef from Section 206A of 

the Act and Rule 206(4)-5(e) in: Davidson Kempner Capi tal Management LL C, 

Inves tment Advisers Act Rel ease Nos . IA -3 693 (Octob er 17 ,  20 1 3  ) (notice) and IA-37 1 5  

(Novemb er 1 3 ,  20 1 3  ) (order) ; Ares Real Es tate Management Holdings,  LL C, Investment 

Advisers Act Release Nos. IA -3957 (O ctob er 22, 20 1 4) (notice) and IA-3969 (November 

1 8  , 20 14) (order); and Crestvi ew Advisors , L.L. C. , Investment Advisers Act Release 

Nos . IA-3987 (December 1 9  , 20 1 4) (notice) and IA-3 997 (J anuary 1 4, 20 1 5) (order) . 

1 0. Appli cants submit that the Rule's intended purpos e-comb ati ng quid pro 

quo arrangements-would in no way be served by imposition of the Rule's prohibition 

on providing investment advisory servi ces for compens ation in this case and the 

impositi on of the Rule woul d result in consequences vastly disproportionate to the 

mistak e that was made. 

The Conditions: 

The Contrib utor wi ll be prohibited from soliciting inves tments from any 


"government entity" client or prospective "government entity" client for whi ch the 

Recipient is an "offici al" as defined in rule 206( 4 )-5 (f)( 6) unti l December 2 1 ,  20 1 5  (the 

"Res tri cted Period"). 

2. Notwiths tandi ng Conditi on 1 ,  the Contributor will be (i ) permitted to 

respond to inqui ri es from, and mak e presentati ons to, any government enti ty client 
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3 .  

des crib ed in Condi tion 1 regarding accounts already managed by the Applicants as of 

Decemb er 2 1 ,  20 1 3  and (ii) permitted to res pond to inqui ri es from any government 

entity client regarding an account estab lished wi th the Appli cants by such government 

enti ty client or prospective government enti ty cli ent aft er Decemb er 2 1 ,  20 1 3 .  The 

Appli cants wi ll mai ntai n a log of such interactions , whi ch wi ll be mai ntained and 

pres erved in an easily accessib le place for a period of not less than five years , the first 

two years in an appropri ate office of the Applicants , and wi ll be availab le for inspection 

by the Staff of the Commission. 

The Contrib utor wi ll receive wri tten noti ficati on of  thes e conditi ons and 


wi ll provi de a quarterly certi ficati on of compli ance through the Restri cted Period. 

Copi es of the certi ficati ons wi ll be maintai ned and pres erved by the Appli cants in an 

easily accessib le place for a period of not less than five years , the firs t two ye ars in an 

appropri ate office of the Applicants , and wi ll be available for inspecti on by the staff of 

the Commissi on. 

4. The Appli cants wi ll conduct testi ng reas onably desi gned to prevent 

vi olati ons of the conditions of this Order and mai ntai n records regarding such testi ng, 

whi ch wi ll be mai ntained and pres erved in an easi ly accessib le place for a period of not 

less than five years , the firs t two years in an appropri ate office of the Applicants , and 

wi ll be availab le for inspection by staff of the Commissi on. 

By the Commissi on. 

[Name] 

[Title] 
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Exhibit D: Proposed Order of Exemption 

UNITED STATES OF AMERICA 

BEFORE THE 


SECURITIES AND EXCHANGE COMMISSION 


INVESTMENT ADVISERS ACT OF 1 940 
Release No. IA-[ ] ;  [ ], 20 1 5  

In the Matter of 

Fidelity Management & Research Company 
and FMR Co., Inc. 
245 Summer Street 
Boston MA 02 1 1  0 

(803 -00225) 

ORDER UNDER SECTION 206A OF THE INVESTMENT ADVISERS ACT OF 1 940 
AND RULE 206(4)-5(e) THEREUNDER GRANTING AN EXEMPTION FROM RULE 
206(4)-5(a)(l ) THEREUNDER 

Fidelity Management & Research Company and FMR Co . ,  Inc. (the "Applicants") filed 
an application on August 28, 20 1 4  , and amendments of such application on May 1 1  , 20 1 5  
and September 24, 20 1 5  , for an order under section 206A of the Investment Advisers Act 
of 1 940 ("Act") and rule 206(4)-5(e) thereunder. The order would grant an exemption 
under the Act to the Applicants from rule 206( 4 )-5( a)( 1 )  to permit the Applicants to 
receive compensation from certain government entity clients for investment advisory 
services provided to the government entities within the two-year period following a 
contribution by a covered associate of the Applicants to an official of the government 
entities. 

On [ ], 20 1 5  , a notice of the filing of the application was issued (Investment Advisers 
Act Release No. IA-[ ]) .  The notice gave interested persons an opportunity to request a 
hearing and stated that an order granting the application would be issued unless a hearing 
was ordered. No request for a hearing has been filed, and the Commission has not 
ordered a hearing. 

The matter has been considered and it is found, on the basis of the information set forth in 
the application, as amended and restated, that the proposed exemption is appropriate in 
the public interest and consistent with the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. Accordingly, 
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IT IS ORDERED, pursuant to section 206A of the Act and rule 206(4)-5 (e) thereunder, 
that the exemption from rule 206( 4 )-5( a)( l )  under the Act requested by the Applicants 
(File No. 803 -00225) is granted, effective immediately. 

By the Commission. 

[Name] 

[Title] 
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