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Date: Wed, May 17, 2000 12:02 PM
Subject: Ruje 802.4 - Further Distussion
Mlka,

Further to our conversation yesterday:

The acqulred firrn, [n an acquisition of voting securities, is an investmenl

fund. According to its prospacius: "The Fund's investment policies parmit
investment in the foliewing asset classes: (i) senior end suberdinsted

corperate loans, both secured and unsecured ("Corporete Loans”) ... (H)

publicly offered and privately placed high-vield dabt securilizs, senlor

and subordinatad, both secured and unsecured {commonly known as “high yield
securities” or Yjunk bonds™); and (i) canvertible debt instruments and

prefered slock, pach of which may be convertitde ints common stock o &w— P 2
olher securlties of Ihe same or different issuer, and non-convertible '
prafarred stock.”

My question is which of these "assat classes” are exermnpt and which are
nan-exempt within the meaning of Ruls 802 4 and which ara not assets at alf
by virtue of being voling securities of anather issuar, With respect te

the voting sacurities of anather Issuer, | understand from our discussion
yesterday that voting securilies of anather Issuer are considered nailhar
assels nor voting securities of the firm being acguired but must be
considerad In analyzing whethar a sacondary apquisition of vating

sacuritias is being mada.

. o
1] Are the Corporate Loans, as described in the prospectus, "bonds, TJ
mortgages, deeds of trust, or ather chligations which ane not voting
securities” within the meaning of Sectlon FA[£)2) of tha Act?

2)1 assume we may consider the Junk Bonds described in the prospectus o =~ Yﬁ'&
be "honds™ within the meaning of Section FACKZ ).

3} How are each of the three subclasses of "asset” (i) Lo be treaiad,
{.e., (1) convertible debt instruments, {2} convertible preferred stock,
and {3) non-convertible preferrad stock)?

f( in addition, could you please cile me to the Rule thal says that voting
v securities of ancther issuer held by an aequired firm is not an asset ag to
the acqulred fimn.

Thank you,
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