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Dear

This is in response to a ruling request submtted on behal f
of Funds t hr ough (collectively, "Funds"). Funds request
extensions of time pursuant to 8301.9100-1(a) of the Procedure
and Adm ni stration Regulations to elect under section 855(a) of
the Internal Revenue Code, and Funds t hr ough al so request
extensions of tinme to el ect under section 851(b).

FACTS

Funds are organi zed as business trusts under the |aw of
either State 1 or State 2 and are regi stered as open-end
di versi fi ed managenent conpani es under the Investnment Conpany Act
of 1940, 15 U. S.C. section 80a-1 et. seq. Each Fund is treated
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as a separate corporation under 8851(g) of the Code. Fromtheir
I nception, Funds have operated in a manner intended to qualify
them as regul ated i nvestnent conpanies ("Rl Cs") under Part | of
Subchapter M of the Code. Funds intend to be treated as RICs by
conputing taxable income as RICs for their taxable years ended
Date 1.

Ext ensi ons of tinme (Fornms 7004) for filing the Funds’
federal income tax returns for the taxable year ended Date 1 were
due on Date 2. Agent prepared the extensions before the due date
and sent themto Manager for signature and filing. The
extensions were signed on Date 3, four days before Date 2, and
were put aside for mailing. On Date 2 the extensions went to the
mail roomw th instructions that the returns had to be sent by
certified mail that day. It was not until Date 4, however, that
t he extensions were sent to the United States Postal Service and
a certified miil receipt with a postmark was obt ai ned.

Begi nning on or about Date 5, and continuing through Date 6,
Funds began receiving notices fromthe IRS Service Center that
their requests for extensions of tinme were denied. Sone Funds
never received notices, and it was assuned that the notices were
lost in the mailing process.

Initially, it was not known to what extent the IRS woul d
reject the extensions of tinme to file Forns 1120-RIC, they were
filed only one day |late. By Date 6 it was apparent that the

position of the Service Center was that they were all invalid,
even though rejection notices for sone of the Funds were not
received. In Munth, the Funds’ managenent initiated

consultations with Firmas to how to renedy the situation, and it
was agreed to request relief pursuant to section 301.9100 of the
regul ati ons.

Firmis conposed of professional tax advisers. |t becane
i nvolved with Funds’ failures to elect in Month, when Firm was
contacted by Agent. Firm advised Agent to file returns
I medi ately, and that adm nistrative relief under section
301. 9100 of the regul ations would have to be requested.

The majority of Funds filed their returns between Dates 7
and 8, and all Funds had filed their returns by Date 9, the date
the returns woul d have been due had the requests for extensions
to file the returns been tinely filed.

Funds filed their request for relief under section 301.9100
of the regulations on Date 10. After sone of Funds began
receiving the notices that their Fornms 7004 were being denied,
Funds investigated the extent of the problem discussed the
matter internally with the Funds’ nmanagenent to assess its
consequences; consulted with their outside adviser, Firm as to
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the nost appropriate manner to renedy the situation; and
comm tted the necessary resources to the preparation and filing
of the request for relief under section 301.9100.

Al'l of the Funds had decl ared and paid di vidends by Date 11,
1999.

Funds nmake the follow ng representations:

1. The request for relief was filed by the Funds before the
failure to make the regul atory el ecti ons were di scovered by
t he Service.

2. Ganting the relief wll not result in each of the Funds
having a lower tax liability in the aggregate for all years
to which the regul atory el ection applies than each Fund
woul d have had if the election had been tinely made (taking
I nto account the tinme val ue of noney).

3. The Funds do not seek to alter a return position for
whi ch an accuracy-rel ated penalty has been or could have
been i nposed under section 6662 of the Code at the tine the
t axpayers requested relief and the new position requires or
permts a regulatory election for which relief is requested.

4. Being fully informed of the required regulatory el ection
and rel ated tax consequences, the Funds did not choose to
not file the el ection.

APPLI CABLE LAW

Section 301.9100-1(c) of the regulations provides, in part,
that the Comm ssioner has discretion to grant a reasonabl e
extension of tine to nmake a regulatory election (defined in
section 301.9100-1(b) as an el ection whose deadline is prescribed
by regul ations or by a revenue ruling, a revenue procedure, a
notice, or an announcenent published in the Internal Revenue
Bul letin), or a statutory election (but no nore than 6 nonths
except in the case of a taxpayer who is abroad), under al
subtitles of the Internal Revenue Code except subtitles E, G H,
and |.

Section 301.9100-3(a) through (c)(1)(i) of the regul ations
sets forth rules that the Internal Revenue Service generally wll
use to determ ne whether, under the facts and circunstances of
each situation, the Conm ssioner will grant an extension of tine
for regulatory elections that do not neet the requirenments of
section 301.9100-2. Section 301.9100-3(b) provides that subject
to paragraphs (b)(3)(i) through (iii) of section 301.9100-3, when
a taxpayer applies for relief under this section before the
failure to make the regul atory election is discovered by the
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Service, the taxpayer will be deened to have acted reasonably and
i n good faith; and section 301.9100-3(c) provides that the
interests of the governnent are prejudiced if granting relief
woul d result in the taxpayer having a lower tax liability in the
aggregate for all years to which the regulatory el ection applies
than the taxpayer would have had if the election had been tinely
made (taking into account the tinme value of noney).

CONCLUSI ON

Based upon the facts and representations submtted, it is
hel d t hat Funds t hr ough have shown good cause for granting a
reasonabl e extension of tine to allow themto make an el ection
under 8855(a) of the Code, and Funds t hr ough have shown
good cause for granting them a reasonable extension of tine to
allow themto make an el ection under 8851(b). Accordingly, the
time for filing the elections is extended to Date 4.

No opinion is expressed as to whether the taxpayer's tax
liability is not lower in the aggregate for all years to which
the regulatory election applies than its tax liability would have
been if the election had been tinely nmade (taking into account
the tine value of noney). Upon audit of the federal incone tax
returns involved, the district director's office will determ ne
the taxpayer's tax liability for the years involved. |If the
district director's office determ nes the taxpayer's liability is
| ower, that office will determ ne the federal inconme tax effect.

This ruling is |imted to the tineliness of Funds’
el ections. This ruling does not relieve Funds from any penalties
they may owe as a result of their failures to file their federa
I ncome tax returns on tinme. This ruling's applicationis limted
to the facts, Code sections, and regulations cited herein. No
opinion is expressed as to whether Funds qualify as Rl Cs under
subchapter M part |, of the Code.

A copy of this letter is being forwarded to the service
center where Funds file their returns with instructions that
al t hough their returns were not tinely filed, Funds are to be
treated as having nmade tinely el ections under 8855(a) and 8851(b)
of the Code.

Except as specifically provided otherwi se, no opinion is
expressed on the federal incone tax consequences of the
transaction descri bed above.

This ruling is directed only to the taxpayers that requested
it. Section 6110(k)(3) of the Code provides that it may not be
used or cited as precedent.
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In accordance with the terns of a power of attorney on file
in this office, the original of this letter is being sent to you
and copies are being sent to your authorized representatives.

Sincerely yours,

Richard Carlisle

Acting Deputy Associate Chief Counsel
(Financial Institutions & Products)




