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consummate transactions in such con-
tracts, and any principal underwriter
of or dealer in such contracts shall be
permitted to apply the initial purchase
payment for any such contract at a
price based on the current net asset
value of such contract which is next
computed:

(1) Not later than two business days
after receipt of the order to purchase
by the insurance company sponsoring
the separate account (‘‘insurer’’), if the
contract application and other infor-
mation necessary for processing the
order to purchase (collectively, ‘‘appli-
cation’) are complete upon receipt; or

(2) Not later than two business days
after an application which is incom-
plete upon receipt by the insurer is
made complete, Provided, That, if an
incomplete application is not made
complete within five business days
after receipt,

(i) The prospective purchaser shall be
informed of the reasons for the delay,
and

(ii) The initial purchase payment
shall be returned immediately and in
full, unless the prospective purchaser
specifically consents to the insurer re-
taining the purchase payment until the
application is made complete.

(3) As used in this section:

(i) Prospective Purchaser shall mean
either an individual contractowner or
an individual participant in a group
contract.

(i1) [Initial Purchase Payment shall
refer to the first purchase payment
submitted to the insurer by, or on be-
half of, a prospective purchaser.

(d) The board of directors shall ini-
tially set the time or times during the
day that the current net asset value
shall be computed, and shall make and
approve such changes as the board
deems necessary.

(Secs. 6(c), 22(c) and 38(a), 15 U.S.C. 80a—6(c),
80a—22(c) and 80a-37(a))

[44 FR 29647, May 22, 1979, as amended at 44
FR 48660, Aug. 20, 1979; 45 FR 12409, Feb. 26,
1980; 50 FR 7911, Feb. 27, 1985; 50 FR 24763,
June 13, 1985; 50 FR 42682, Oct. 22, 1985; 58 FR
49922, Sept. 24, 1993; 81 FR 82137, Nov. 18, 2016]

§270.22c-2 Redemption fees for re-
deemable securities.

(a) Redemption fee. It is unlawful for
any fund issuing redeemable securities,

§270.22c-2

its principal underwriter, or any dealer
in such securities, to redeem a redeem-
able security issued by the fund within
seven calendar days after the security
was purchased, unless it complies with
the following requirements:

(1) Board determination. The fund’s
board of directors, including a majority
of directors who are not interested per-
sons of the fund, must either:

(i) Approve a redemption fee, in an
amount (but no more than two percent
of the value of shares redeemed) and on
shares redeemed within a time period
(but no less than seven calendar days),
that in its judgment is necessary or ap-
propriate to recoup for the fund the
costs it may incur as a result of those
redemptions or to otherwise eliminate
or reduce so far as practicable any dilu-
tion of the value of the outstanding se-
curities issued by the fund, the pro-
ceeds of which fee will be retained by
the fund; or

(ii) Determine that imposition of a
redemption fee is either not necessary
or not appropriate.

(2) Shareholder information. With re-
spect to each financial intermediary
that submits orders, itself or through
its agent, to purchase or redeem shares
directly to the fund, its principal un-
derwriter or transfer agent, or to a reg-
istered clearing agency, the fund (or on
the fund’s behalf, the principal under-
writer or transfer agent) must either:

(i) Enter into a shareholder informa-
tion agreement with the financial
intermediary (or its agent); or

(ii) Prohibit the financial inter-
mediary from purchasing in nominee
name on behalf of other persons, secu-
rities issued by the fund. For purposes
of this paragraph, ‘‘purchasing’ does
not include the automatic reinvest-
ment of dividends.

(3) Recordkeeping. The fund must
maintain a copy of the written agree-
ment under paragraph (a)(2)(i) of this
section that is in effect, or at any time
within the past six years was in effect,
in an easily accessible place.

(b) Ezxcepted funds. The requirements
of paragraph (a) of this section do not
apply to the following funds, unless
they elect to impose a redemption fee
pursuant to paragraph (a)(1) of this sec-
tion:

(1) Money market funds;
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