Rev. Proc. 96-47
SECTION 1. PURPOSE

This revenwe procedue describs con-
ditions unde which distributiors made
to shareholdex of a regulatel invest-
mert compay (RIC) may vary and
nevertheles be deductibé as dividends
unde § 562 of the Internd Revenue
Code.

SECTION 2. BACKGROUND

.01 Section 852(b)(2)(D allows a
RIC a deductim for dividends paid (as
defined in § 561 with certan modifica-
tions). Sectim 561 defines the deduction
for dividends paid ard applies the rules
of § 562 to determire which dividends
are eligible for the deduction for divi-
dends paid Section 562(9 provides that
the amoun of ary distribution is not
considerd a dividend for purpose of
computirg the dividends paid deduction
unde 8§ 561 unles the distribution is
pro rata does not prefa ary shae of
stok of a clas over ary othe shae of
stok of tha same class and does not
prefa one clas of stok over another
class excep to the extert tha one class
is entitled (without referene to waivers
of their rights by shareholdedsto the
preference.

.02 Many RICs haw issua groups of
shars tha represeh interess in the
sane portfolio of securitis but have
differert arrangemest for shareholder
services or the distribution of share or
both Becaus the fees for thes arrange-
mens ard services may vary, sharehold-
ers with equivalen investmendg in the
sane fund may receiwe differert distri-
butions To permt open-ed manage-
mert investmeh companie to issue
thee groups of shares the Securities
ard Exchang Commissim (SEQ has
adopt@- Rule~ 18f-3- 17- C.F.R.
270.18f-3 unde the Investmen Com-
pary Act of 194Q 15 U.S.C 80a4 to
—64 (1940 Act).

SECTION 3. SCOPE

This revenwe procedue applies to a
corporatio that mees all of the follow-
ing requirements:

.01 The corporation is describée in
§ 851(9 ard § 851(b)(1).

.02 Groups of shars of the corpora-
tion haw differert arrangemerst for
shareholde services or the distribution
of shares or both (Qualified Groups).
Expense related to thee arrangements
are allocatal to the Qualified Groy of
shares on behaf of which the expenses
were incurred The requiremert in this
subsectio are to be interpretel in a
manne consisteh with the SECs inter-
pretation of analogos requiremerg in
the rules unde the 1940 Act. Thus to
determire whethe groups of shares
haw differert arrangemerst for share-
holde services or the distribution of
shares see Rule 18f—3(a)(1)(i) 17 CFR
270.18f-3(a)(1)(i) and Exemptios for
Open End Managemen Investmenh
Companis Issuirg Multiple Classe of
Shaes Investmen Compaly Act Re-
lea® No. 20,915 60 Fed Reg 11,876
at 11,87 (Mar. 2, 1995).

.03 Advisory fees and othe expenses
related to the managemenof the corpo-
ration's asse$ (including custodia fees
ard tax-retun preparatio fee9 are allo-
catal to all shares by ne ass¢ value,
regardles of Qualified Group.

.04 Expense otha than thos de-
scribed in section 3.02 ard 3.03 (for
example transfe ageny fee9 tha are
incurred on behaf of one or more
Qualified Groups in a differert amount
or a a differert rate from the amour or
rate at which the expens is incurred on
behaf of one or more othe Qualified
Groups are allocatel eithe by net asset
valug regardles of Qualified Group or
on the bass of the amoun incurred on
behaf of ead Qualified Group.

.05 The rights ard obligatiors of the
shareholdes of ead Qualified Group
are fixed in the corporations organizing
documents Excef as otherwie pro-
vided in this revene procedure each
Qualified Grow is entitled to distribu-
tions calculatel unde thos documents
in the same manne and a the same
time as all othe Qualified Groups For
purpose of this calculation expenses
are allocatel unde thoe documens to
ead Qualified Groy at the same time
as to all othe Qualified Groups.

.06 Each Qualified Groy separately
mees the requiremerd of § 67(c)(2)(B)
(defining the required characteristis of
share of a publicly offered RIC).

SECTION 4. PROCEDURE

If variatiors in distributiors to share-
holdes of differert Qualified Groups

exig solely as aresut of the allocation
of expenss in accordane with the
applicabé provisiors of section 3 of this
revene procedure those variatiors do
nat preven the distributiors from being
dividends unde § 562.

SECTION 5. EFFECTIVE DATE

This revene procedue is effective
Septembe6, 1996.
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The principd autho of this revenue
procedue is Arnold Golub of the Office
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