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of the Act, or in a report filed pursuant
to section 30 (b4 Stat. 836; 15 U.S.C. 80a—
30) of the Act, the method of valuation
adopted and the facts which justify the
adoption of such method. A registered
investment company which has adopt-
ed for the purposes of sections 5 and 12
of the Act a method of valuation per-
mitted by paragraph (a) of this section,
unless it shall have adopted such meth-
od for the purpose or partly for the
purpose of qualifying as a ‘“‘mutual in-
vestment company’ under the Internal
Revenue Code, shall continue to use
that method until it has notified the
Commission of its desire to use a dif-
ferent method, and has received from
the Commission permission for such
change. Such permission may be made
effective on a fixed date or within such
reasonable time thereafter as may be
deemed advisable under the cir-
cumstances.

(d) If at any time it appears that the
method of valuation adopted by any
company pursuant to paragraph (a) of
this section is no longer justified by
the facts, the Commission may require
a change in the method of valuation
within a reasonable period of time ei-
ther to the method prescribed in clause
(A) of section 2(a)(41) of the Act or to
some other method permitted by para-
graph (a) of this section which is justi-
fied by the existing facts.

[Rule N-2A-1, 8 FR 3567, Mar. 24, 1943, as
amended at 38 FR 8593, Apr. 4, 1973]

§270.2a-2 Effect of eliminations upon
valuation of portfolio securities.

During any fiscal quarter in which
elimination of securities from the port-
folio of an investment company occur,
the securities remaining in the port-
folio shall, for the purpose of sections 5
and 12 of the Act (54 Stat. 800, 808; 15
U.S.C. 80a-5, 80a-12), be so valued as to
give effect to the eliminations in ac-
cordance with one of the following
methods:

(a) Specific certificate,

(b) First in—first out,

(c) Last in—first out, or

(d) Average value.

For these purposes, a single method of
elimination shall be used consistently
with respect to all portfolio securities.
In giving effect to eliminations pursu-
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ant to this section values shall be com-
puted in accordance with section
2(a)(41)(A) of the Act (54 Stat. T790; 15
U.S.C. 80a—2(a)(41)(A)).

[38 FR 8593, Apr. 4, 1973]

§270.2a3-1 Investment company lim-
ited partners not deemed affiliated
persons.

PRELIMINARY NOTE TO §270.2A3-1 This
§270.2a3-1 excepts from the definition of af-
filiated person in section 2(a)(3)) (156 U.S.C.
80a—2(a)(3)) those limited partners of invest-
ment companies organized in limited part-
nership form that are affiliated persons sole-
ly because they are partners under section
2(a)(3)(D) (15 U.S.C. 80a-2(a)(3)(D)). Reliance
on this §270.2a3-1 does not except a limited
partner that is an affiliated person by virtue
of any other provision.

No limited partner of a registered manage-
ment company or a business development
company, organized as a limited partnership
and relying on §270.2a19-2, shall be deemed to
be an affiliated person of such company, or
any other partner of such company, solely by
reason of being a limited partner of such
company.

[568 FR 45838, Aug. 31, 1993]

§270.2a-4 Definition of “current net
asset value” for use in computing
periodically the current price of re-
deemable security.

(a) The current net asset value of any
redeemable security issued by a reg-
istered investment company used in
computing periodically the current
price for the purpose of distribution,
redemption, and repurchase means an
amount which reflects calculations,
whether or not recorded in the books of
account, made substantially in accord-
ance with the following, with estimates
used where necessary or appropriate.

(1) Portfolio securities with respect
to which market quotations are readily
available shall be valued at current
market value, and other securities and
assets shall be valued at fair value as
determined in good faith by the board
of directors of the registered company.

(2) Changes in holdings of portfolio
securities shall be reflected no later
than in the first calculation on the
first business day following the trade
date.
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(3) Changes in the number of out-
standing shares of the registered com-
pany resulting from distributions, re-
demptions, and repurchases shall be re-
flected no later than in the first cal-
culation on the first business day fol-
lowing such change.

(4) Expenses, including any invest-
ment advisory fees, shall be included to
date of calculation. Appropriate provi-
sion shall be made for Federal income
taxes if required. Investment compa-
nies which retain realized capital gains
designated as a distribution to share-
holders shall comply with paragraph
(h) of §210.6-03 of Regulation S-X.

(5) Dividends receivable shall be in-
cluded to date of calculation either at
ex-dividend dates or record dates, as
appropriate.

(6) Interest income and other income
shall be included to date of calculation.

(b) The items which would otherwise
be required to be reflected by para-
graphs (a) (4) and (6) of this section
need not be so reflected if cumula-
tively, when netted, they do not
amount to as much as one cent per out-
standing share.

(c) Notwithstanding the require-
ments of paragraph (a) of this section,
any interim determination of current
net asset value between calculations
made as of the close of the New York
Stock Exchange on the preceding busi-
ness day and the current business day
may be estimated so as to reflect any
change in current net asset value since
the closing calculation on the pre-
ceding business day.

(Secs. 7, 19(a), 48 Stat. 78, 85, 908, 15 U.S.C.
T7g, T7s(a); secs. 12, 13, 15(d), 23(a), 48 Stat.
892, 894, 895, 901; secs. 3, 8, 49 Stat. 1377, 1379,
secs. 3, 4, 78 Stat. 569, 570, secs. 1, 2, 82 Stat.
454, 15 U.S.C. 781, 78m, 780(d), 78w(a); secs. 8,
22, 30, 31(c), 38(a), 54 Stat. 803, 823, 836, 838,
841, 15 U.S.C. 80a-8, 80a—22, 80a—29, 80a-30(c))

[29 FR 19101, Dec. 30, 1964, as amended at 35
FR 314, Jan. 8, 1970; 47 FR 56844, Dec. 21, 1982]

§270.2a-6 Certain transactions not

deemed assignments.

A transaction which does not result
in a change of actual control or man-
agement of the investment adviser to,
or principal underwriter of, an invest-
ment company is not an assignment for

17 CFR Ch. Il (4-1-03 Edition)

purposes of section 15(a)(4) or section
15(b)(2) of the act, respectively.

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

[45 FR 1861, Jan. 9, 1980]

§270.2a-7 Money market funds.

(a) Definitions.

(1) Acquisition (or Acquire) means any
purchase or subsequent rollover (but
does not include the failure to exercise
a Demand Feature).

(2) Amortized Cost Method of valuation
means the method of calculating an in-
vestment company’s net asset value
whereby portfolio securities are valued
at the fund’s Acquisition cost as ad-
justed for amortization of premium or
accretion of discount rather than at
their value based on current market
factors.

(38) Asset Backed Security means a
fixed income security (other than a
Government security) issued by a Spe-
cial Purpose Entity (as defined in this
paragraph), substantially all of the as-
sets which consist of Qualifying Assets
(as defined in this paragraph). Special
Purpose Entity means a trust, corpora-
tion, partnership or other entity orga-
nized for the sole purpose of issuing se-
curities that entitle their holders to re-
ceive payments that depend primarily
on the cash flow from Qualifying As-
sets, but does not include a registered
investment company. Qualifying Assets
means financial assets, either fixed or
revolving, that by their terms convert
into cash within a finite time period,
plus any rights or other assets designed
to assure the servicing or timely dis-
tribution of proceeds to security hold-
ers.

(4) Business Day means any day, other
than Saturday, Sunday, or any cus-
tomary business holiday.

(5) Collateralized Fully means
‘“Collateralized Fully” as defined in
§270.5b-3(c)(1).

(6) Conditional Demand Feature means
a Demand Feature that is not an Un-
conditional Demand Feature. A Condi-
tional Demand Feature is not a Guar-
antee.

(7) Conduit Security means a security
issued by a Municipal Issuer (as defined
in this paragraph) involving an ar-
rangement or agreement entered into,
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