Securities and Exchange Commission

§ 270.19a–1

(the ‘‘purchase class’’) will be exchanged automatically for shares of
another class of the company (the
‘‘target class’’) after a specified period
of time, provided that:
(i) The conversion is effected on the
basis of the relative net asset values of
the two classes without the imposition
of any sales load, fee, or other charge;
(ii) The expenses, including payments
authorized under a plan adopted pursuant to § 270.12b–1 (‘‘rule 12b–1 plan’’), for
the target class are not higher than the
expenses, including payments authorized under a rule 12b–1 plan, for the
purchase class; and
(iii) If the shareholders of the target
class approve any increase in expenses
allocated to the target class under
paragraphs (a)(1)(i) and (a)(1)(ii) of this
section, and the purchase class shareholders do not approve the increase,
the company will establish a new target class for the purchase class on the
same terms as applied to the target
class before that increase.
(3) A conversion feature providing
that shares of a class in which an investor is no longer eligible to participate may be converted to shares of a
class in which that investor is eligible
to participate, provided that:
(i) The investor is given prior notice
of the proposed conversion; and
(ii) The conversion is effected on the
basis of the relative net asset values of
the two classes without the imposition
of any sales load, fee, or other charge.
[60 FR 11885, Mar. 2, 1995, as amended at 62
FR 51765, Oct. 3, 1997; 66 FR 3759, Jan. 16, 2001;
69 FR 46390, Aug. 2, 2004]
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§ 270.19a–1 Written statement to accompany dividend payments by
management companies.
(a) Every written statement made
pursuant to section 19 by or on behalf
of a management company shall be
made on a separate paper and shall
clearly indicate what portion of the
payment per share is made from the
following sources:
(1) Net income for the current or preceding fiscal year, or accumulated undistributed net income, or both, not including in either case profits or losses
from the sale of securities or other
properties.

(2) Accumulated undistributed net
profits from the sale of securities or
other properties (except that an openend company may treat as a separate
source its net profits from such sales
during its current fiscal year).
(3) Paid-in surplus or other capital
source.
To the extent that a payment is properly designated as being made from a
source specified in paragraph (a) (1) or
(2) of this section, it need not be designated as having been made from a
source specified in this paragraph.
(b) If the payment is made in whole
or in part from a source specified in
paragraph (a)(2) of this section the
written statement shall indicate, after
giving effect to the part of such payment so specified, the deficit, if any, in
the aggregate of (1) accumulated undistributed realized profits less losses on
the sale of securities or other properties and (2) the net unrealized appreciation or depreciation of portfolio securities, all as of a date reasonably
close to the end of the period as of
which the dividend is paid. Any statement made pursuant to the preceding
sentence shall specify the amount, if
any, of such deficit which represents
unrealized depreciation of portfolio securities.
(c) Accumulated undistributed net
income and accumulated undistributed
net profits from the sale of securities
or other properties shall be determined, at the option of the company,
either (1) from the date of the organization of the company, (2) from the date
of a reorganization, as defined in clause
(A) or (B) of section 2(a)(33) of the Act
(54 Stat. 790; 15 U.S.C. 80a–2(a)(33)), (3)
from the date as of which a write-down
of portfolio securities was made in connection with a corporate readjustment,
approved by stockholders, of the type
known as ‘‘quasi- reorganization,’’ or
(4) from January 1, 1925, to the close of
the period as of which the dividend is
paid, without giving effect to such payment.
(d) For the purpose of this section,
open-end companies which upon the
sale of their shares allocate to undistributed income or other similar account that portion of the consideration
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received which represents the approximate per share amount of undistributed net income included in the sales
price, and make a corresponding deduction from undistributed net income
upon the purchase or redemption of
shares, need not treat the amounts so
allocated as paid-in surplus or other
capital source.
(e) For the purpose of this section,
the source or sources from which a dividend is paid shall be determined (or
reasonably estimated) to the close of
the period as of which it is paid without giving effect to such payment. If
any such estimate is subsequently
ascertained to be inaccurate in a significant amount, a correction thereof
shall be made by a written statement
pursuant to section 19(a) of the Act or
in the first report to stockholders following discovery of the inaccuracy.
(f) Insofar as a written statement
made pursuant to section 19(a) of the
Act relates to a dividend on preferred
stock paid for a period of less than a
year, a company may elect to indicate
only that portion of the payment
which is made from sources specified in
paragraph (a)(1) of this section, and
need not specify the sources from
which the remainder was paid. Every
company which in any fiscal year
elects to make a statement pursuant to
the preceding sentence shall transmit
to the holders of such preferred stock,
at a date reasonably near the end of
the last dividend period in such fiscal
year, a statement meeting the requirements of paragraph (a) of this section
on an annual basis.
(g) The purpose of this section, in the
light of which it shall be construed, is
to afford security holders adequate disclosure of the sources from which dividend payments are made. Nothing in
this section shall be construed to prohibit the inclusion in any written
statement of additional information in
explanation of the information required by this section. Nothing in this
section shall be construed to permit a
dividend payment in violation of any
State law or to prevent compliance
with any requirement of State law regarding dividends consistent with this
rule.

CROSS REFERENCE: For interpretative release applicable to § 270.19a–1, see No. 71 in
tabulation, part 271 of this chapter.
[Rule N–19–1, 6 FR 1114, Feb. 25, 1941. Redesignated at 36 FR 22901, Dec. 2, 1971 and
amended at 38 FR 8593, Apr. 4, 1973]

§ 270.19b–1 Frequency of distribution
of capital gains.
(a) No registered investment company which is a ‘‘regulated investment
company’’ as defined in section 851 of
the Internal Revenue Code of 1986
(‘‘Code’’) shall distribute more than
one capital gain dividend (‘‘distribution’’), as defined in section 852(b)(3)(C)
of the Code, with respect to any one
taxable year of the company, other
than a distribution otherwise permitted by this rule or made pursuant
to section 855 of the Code which is supplemental to the prior distribution
with respect to the same taxable year
of the company and which does not exceed 10% of the aggregate amount distributed for such taxable year.
(b) No registered investment company which is not a ‘‘regulated investment company’’ as defined in section
851 of the Code shall make more than
one distribution of long-term capital
gains, as defined in the Code, in any
one taxable year of the company: Provided, That a unit investment trust
may distribute capital gain dividends
received from a ‘‘regulated investment
company’’ within a reasonable time
after receipt.
(c) The provisions of this rule shall
not apply to a unit investment trust
(hereinafter referred to as the ‘‘Trust’’)
engaged exclusively in the business of
investing in eligible trust securities (as
defined in Rule 14a–3(b) (17 CFR
270.14a–3(b)) under this Act); Provided,
That:
(1) The capital gain distribution is a
result of—
(i) An issuer’s calling or redeeming
an eligible trust security held by the
Trust,
(ii) The sale of an eligible trust security by the Trust to provide funds for
redemption of Trust units when the
amount received by the Trust for such
sale exceeds the amount required to
satisfy the redemption distribution,
(iii) The sale of an eligible trust security to maintain qualification of the
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