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Novenber 10, 1998

Fund =
Fund A =

Fund B =
Fund C =
Fund D =

Year a =
Year b =
Year ¢ =
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St at e =

Dear

This is inreply to a letter dated June 22, 1998, seeking
consent to revoke, for Year a and subsequent cal endar years,
el ections previously made by Funds A, B, C, and D (collectively,
"the Funds") under section 4982(e)(4)(A) of the Internal Revenue
Code. Additionally, the Funds request that the cal cul ati on of
their required distributions of capital gain net incone under
section 4982(e)(2) and foreign currency gains and | osses under
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section 4982(e)(5) for the cal endar year endi ng Decenber 31, Year
a, be determ ned on the basis of capital gains and | osses
real i zed and recogni zed during the ten-nonth period from January
1, Year a, through Cctober 31, Year a.

FACTS

Fund is organized as a State corporation. It is a
di versified open-end managenent investnment conpany under the
| nvest nent Conpany Act of 1940, 15 U.S.C. 80a-1 et seq. Fund has
el ected and qualified, and intends to continue to qualify, to be
treated as a regul ated investnment conpany ("Rl C') under
Subchapter M of the Code. Each of the Funds is organized as a
separate portfolio of Fund, and under section 851(g) of the Code
qualifies as a separate corporation. The Funds first elected to
be taxed as RICs for their taxable years ending Decenber 31, Year
b.

Funds use the accrual nethod of accounting for tax and
financial accounting purposes, and use the cal endar year for tax
pur poses. Beginning with cal endar Year b, Funds el ected under
section 4982(e)(4)(A) of the Code to use their taxable years (the
cal endar year) in lieu of the one-year period ending on Cctober
31, for purposes of calculating the required distribution anmount
under sections 4982(b)(1)(B) and 4982(e)(2). Funds’' taxable
years have al so been used in determning the treatnment of foreign
currency gains and | osses under section 4982(e)(5). Funds
assunmed that the el ection under section 4982 would relieve the
adm ni strative burden associated wth dual cal cul ati ons of
capital gain net inconme and section 988 gain or |oss under the
exci se tax and subchapter M provisions of the Code.

The experience of Funds has been that the el ection has
created additional adm nistrative conplexities primarily due to
time constraints in declaring required excise tax distributions.
Further, the pronul gati on of regul ations coordi nating the excise
tax and subchapter M provisions has greatly reduced the
adm ni strative burden of having a tax year different fromthe
period used for determining its required distribution under
section 4982. Accordingly, Funds seek consent to revoke their
el ections to use their taxable years (the cal endar year) for
pur poses of sections 4982(b)(1)(B), 4982(e)(2), and 4982(e)(5).

Funds represent that:

1. The desire to revoke their elections is due to

adm ni strati ve and non-tax rel ated financi al burdens caused
by the el ection;

2. They are not seeking to revoke their elections for the
pur pose of preserving or securing a tax benefit;
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3. They will neither benefit through hindsight nor prejudice
the interests of the governnent as a result of being
permtted to revoke the el ections; and

4. They will not nmake subsequent el ections under section
4982(e)(4) (A of the Code for five cal endar years follow ng
the year of the grant of revocation.

LAW and ANALYSI S

Section 4982(a) of the Code, which was enacted as part of
the Tax Reform Act of 1986 and is effective for tax years
begi nning after Decenber 31, 1986, inposes an excise tax on every
RI C for each cal endar year equal to 4 percent of the excess (if
any) of the "required distribution” for the cal endar year over
the "distributed amount™ for the cal endar year.

Section 4982(b)(1) defines "required distribution” to nean,
wWith respect to any cal endar year, the sum of 98 percent of the
RIC s ordinary income for such cal endar year, plus 98 percent of
its capital gain net inconme for the 1l-year period ending on
Cct ober 31 of such cal endar year

Section 4982(e)(4)(A) provides that if the tax year of a RIC
ends with the nonth of Novenber or Decenber, the RIC nay elect to
have the capital gain net incone for its tax year applied in |ieu
of the 1-year period ending on Cctober 31 of the cal endar year
for purposes of satisfying the required distribution defined in
section 4982(b)(1). Section 4982(e)(4)(B) provides that, once
made, such el ection may be revoked only with the consent of the
Secretary.

Section 4982(e)(5) provides that any foreign currency gain
or loss which is attributable to a section 988 transacti on and
which is properly taken into account for the portion of the
cal endar year after October 31 shall not be taken into account in
determ ning the anount of the ordinary inconme of the RIC for such
cal endar year but shall be taken into account in determning the
ordinary income of the investnent conpany for the foll ow ng
cal endar year. |In the case of any conpany maki ng an el ection
under section 4982(e)(4), however, the precedi ng sentence shal
be applied by substituting the |ast day of the conmpany’s taxable
year for QOctober 31.

CONCLUSI ON

Based on the information submtted and the representations
made, we conclude that the Funds’ desire to revoke their
el ections under section 4982(e)(4)(A) is because of
adm ni strative burdens and not because of any federal tax-rel ated
financi al burden caused by the election. The Funds do not seek
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to revoke their elections for the purpose of preserving or
securing a federal tax benefit. Additionally, the Funds wil|
nei t her benefit through hindsight nor prejudice the interests of
the governnment as a result of being pernmitted to revoke their

el ecti on.

Accordingly, it is held as foll ows:

1. Pursuant to section 4982(e)(4)(B), the Secretary
consents to the revocation of the el ections nade by
Funds under section 4982(e)(4)(A) effective for

cal endar Year a and subsequent years.

2. For purposes of section 4982(b)(1), the capital gain
net incone of the Funds as defined in section 4982
(e)(2) and any foreign currency gains and | osses as
defined in section 4982(e)(5) wll be determ ned on the
basis of the capital gains and | osses and foreign
currency gains and | osses taken into account during the
10-nmont h period fromJanuary 1, Year a through Cctober
31, Year a.

3. Year a will be the first taxable year of the Funds
in which the el ection under section 4982(e)(4)(A) of
the Code will not apply for purposes of determning its
post - Cct ober | osses, as applied to the Funds’
conput ati ons of investnent conpany taxable inconme and
net capital gains under section 852(b)(2) and 852(b)(8)
of the Code and section 1.852-11(f) of the Incone Tax
Regul ations, the determ nation of the Funds’ earnings
and profits under section 852(c)(2) of the Code and
section 1.852-11(g) of the regulations, and for

pur poses of designating capital gain dividends under
section 852(b)(3)(C of the Code and section 1.852-
11(e) of the regul ations.

As a condition to the Secretary’ s consent to the revocation
pursuant to section 4982(e)(4)(B), Funds may not nake a
subsequent el ection under section 4982(e)(4)(A) for a period of 5
cal endar years followi ng the year to which the grant of
revocation applies, that is, Year ¢ through Year d.

Except as specifically rul ed upon above, no opinion is
expressed or inplied as to the federal excise or income tax
consequences regardi ng Funds.

This ruling is directed only to the taxpayers that requested
it. Section 6110(k)(3) of the Code provides that it nmay not be
used or cited as precedent.
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It is inportant that a copy of this letter be attached the
federal incone and excise tax returns filed by Funds for the
first year to which this ruling applies.

Si ncerely yours,

Assi stant Chi ef Counsel
(Financial Institutions & Products)

By: WlIlliamE. Coppersnmith
WIlliamE. Coppersmth
Chi ef, Branch 2



