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where r l ~ l l  is the page number of the Appendix. The Appendix is 
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Certain materials in the Appendix are not referenced in the 

brief but are provided in the event that the Court wishes more 

information. 



S T A T m N T  OF FACTS 

Respondent is appearing herein in her own behalf as a member 

in good standing of the Florida Bar, and on behalf of several 

members of the financial industry, Makefield Asset Management, 

Inc., (hereinafter MAM) and Reich and Tang Asset Management, L.P. 

(hereinafter R & T). 

The following is a summary of the information provided in the 

Appendix to this brief. In February, 1996, David Matthews, an 

officer of MAM, read in the Florida Bar News an article, 

IIFoundation launches plan to generate millions moretv , discussing 
the low yields on IOTA accounts and a proposal to increase those 

yields by a change in the IOTA rule that would allow overnight 

investment of IOTA funds in repurchase agreements. [App. 51. 

Previously, Matthews had learned from the Florida Bar Foundation 

that the banks were paying a much lower rate on the IOTA funds than 

could be obtained had they been invested in a money market fund 

invested in U . S .  government securities. [App. 41 Together with 

R & T, Matthews had prepared a proposal to present to the 

Foundation for an alternative that would increase yield on the IOTA 

accounts and would provide some additional services for the 

Foundation and far lawyers simplifying the record-keeping required 

by the trust accounting rules for the Florida Bar. [App. 51. He 

submitted it to the executive director of the Foundation, Elizabeth 

Jane Curran, who declined to review the it. LAPP. 51. 

Subsequently upon publication in the Bar News af a request for 

comments on the proposed IOTA rule change, Matthews requested an 
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opportunity to make a presentation to the Foundation and Board of 

Governors, but this opportunity was never given. [App. 51. R & T 

and MAM were prepared to present a voluntary program for Bar 

members whereby IOTA funds deposited in lawyer's bank of choice 

could be swept into a money market fund having a U.S. government 

portfolio and only the amounts needed to meet presentments against 

the IOTA account would be swept back to the bank for payment, 

thereby maximizing yields and reducing operating costs. [App. 51. 

The rule change proposed by the Foundation would preserve the 

existing definition of t'Eligible Financial Institutionstt for the 

sweep of IOTA funds into repurchase agreements, which definition 

includes only those banks or savings and loans authorized to do 

business in Florida and Ilinsured by the Federal Deposit Insurance 

Corporation, the Federal Savings and Loan Insurance Corporationtt or 

any successor thereto. [App. 12al. 

Repurchase agreements ( tvrepos't) are essentially collateralized 

loans whereby the buyer of the repo loans cash to the seller who 

provides securities as collateral. [ A p p .  81.  They are not 

redeemable before maturity, and they are indivisible, i.e., they 

cannot be part- redeemed. [App. 781. They are unregulated and 

uninsured by the Federal Deposit Insurance Corporation (FDIC) or 

Federal Savings and Loan Insurance Corporation (FSLIC) [App. 81 

In the event that the provider of the securities defaults on its 

obligation to repurchase them, the buyer would lose money if the 

proceeds from sale of the collateral were less than the purchase 

price. [App. 23 They are customarily offered in amounts of $1 
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million or more, and the yield to the buyer is affected by the size 

of the repo. [App. 81 .  The yield is also affected by the time of 

day it is purchased, the most attractive being sold by 11 a.m. 

[App. 91. The published yields of overnight repos are those 

negotiated by dealers who resell them at markdowns, and do not 

reflect the yield to the ultimate purchaser. [App. 91. Banks are 

not required to disclose the prices at which they acquire repos, 

the amounts by which they mark them down, nor in their advertising 

of a yield are they required to disclose all the charges they 

impose for sweeping a deposit into 8 repo. [App. 91. 

The money market fund was invented in 1974, f o r  the purpose of 

providing all investors, therein, small or otherwise, the maximum 

yields available only on the largest denominations of cash 

equivalent instruments. [App. lo]. An investment in a money 

market fund with a portfolio of U.S. government securities 

represents an undivided interest in the entire portfolio. [App. 

21. The portfolio consists of the largest and thus the highest 

yielding government securities, with laddered maturities so that 

there are always some instruments maturing daily, with an average 

maturity on the portfolio not to exceed ninety (90) days. [App. 

21. They are required by t h e  Securities and Exchange Commission 

(SEC) to disclose all fees and expenses within the first six pages 

of the prospecti under which they are sold. [App. 21. Published 

yields of money market funds must be net of all expenses. [App. 

21. There is no holding period, and shares are issued and redeemed 

at a constant value of one dollar ($1.00) per share. [App. 21. 
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There is no requirement that all shares of an account be redeemed 

at the same time. [App. 21. Money market funds vary in their 

respective minimum purchase requirements, with many funds allowing 

$1000.00 or less for a minimum purchase. [App. 21.  
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SUMMARY OF THE AR GUMENT 

Respondent opposes the adoption of the IOTA rule change 

proposed by the Florida Bar Foundation and approved by the Board of 

Governors, requesting the use of overnight repurchase agreements 

for investment of IOTA accounts of over $30,000.00, because of 

concern that the proposed rule change has not received enough study 

and background investigation of facts. There is no record that 

adequate research and study have been addressed to such things as 

the risk factors involved and alternatives to repurchase 

agreements, in order to present to this Court a solid basis for an 

informed decision. Respondent submits that any change in the IOTA 

rule concerning investment of short-term funds should not only 

insure the availability of IOTA funds upon demand and without 

delay, but also provide f o r  a choice by IOTA account holders of an 

optimum investment vehicle, from an array of appropriate vehicles, 

in terms of both safety and rate of return for the Florida Bar 

Foundation. 
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stment Vehicles The Prowsed Rule Change Should Not Lirni+ Inve . .  I. 
to Bank Repurchase Asreements. 

The Foundation seeks to have the IOTA rule amended to allow 

IOTA account holders to ttsweeplt trust funds overnight into 

repurchase agreements offered by tteligible financial institutionstt. 

Both the existing and the proposed amended IOTA rules define 

"eligible financial institutionstt as banks or savings and loan 

associations authorized by federal or state laws to do business in 

Florida and Itinsured by the Federal Deposit Insurance Corporation, 

the Federal Savings and Loan Insurance Corporation, or any 

successor insurance corporation established by federal or state 

laws.It (sic) [App. 12a] 

There is, in fact, no such tlinsuredtt institution. The FDIC 

and FSLIC do not insure banks or savings and loan associations, 

they insure customer deposits. 12 U.S.C. 51811 et seq. There is 

a significant difference. Investments of a bank's assets are not 

insured by FDIC or FSLIC. Repurchase agreements sold by banks are 

insured by FDIC or FSLIC. [App. ] 

The wording of the proposed amendment to the IOTA rule wauld 

allow IOTA monies to be invested in instruments that are a 
insured by FDIC or FSLIC, while leaving unchanged the definition of 

eligible institutions, thereby preserving the banking industry's 

monopoly of the management of IOTA funds. The petition of the 

Foundation has alleged no good reason why such monopoly should be 

preserved, and Respondent knows of no such reason. In t h e  use of 

uninsured vehicles, it is eminently unfair to favor banks and 

savings and loans over other financial institutions affering 
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equally safe or safer investment vehicles with higher returns. 

The news media have been reporting recently that banks are 

lobbying Congress to repeal the Glass-Steagall Act so that they can 

compete with other financial institutions in offering investment 

securities, which obviously would not be insured by the FDIC nor by 

FSLIC.  Why should banks remain protected by the proposed IOTA rule 

amendment from competition from other financial institutions in the 

management of IOTA funds that will not be insured by the FDIC or 
the FSLIC while they are invested in repurchase agreements? Surely 

it should not be a policy of the Supreme Court to protect one type 

of financial institution against competition from another type. 

Respondent submits that the definition of the term Iteligible 

financial institutiontt should be modified to include those entities 

that offer other investment vehicles which have been determined by 

the Florida legislature to be appropriate without limitation for 

investment of fiduciary, municipal, county, and state government 

funds, provided such vehicles can be redeemed for cash upon demand 

and without delay. See, Fla. Stat, § §  125.31, 166.261, 215.47, 

218.345, 219.075, 236.24, 280.13, 651.033, 660.415. 

11. Risk Factors and Other Drawbacks of Repurchase Aureeme n t s .  

The sworn statements of the experts from MAM and R & T reflect 

a number of features that diminish the attractiveness of repos as 

safe harbors f o r  IOTA funds. They are essentially loans 

collateralized by securities. [App. 3. See, ll.e.ILartmgn t of 

Revenue v. Paue, 541 So.2d 1270 (Fla. 5th DCA 1989). First of all, 
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there is the risk that the provider of the securities to 

collateralize the loan of cash may not be able to repurchase the 

securities upon the maturity of the repo instrument. [App. 81. 
Secondly, institutions, usually banks, selected as independent 

custodians of the collateral securities, can refuse to certify that 

such securities are not crass-collateral for some other instrument. 

[App. 31. As for the yields, a bank will not be able to sweep 

funds from a Bar member's trust account until it determines the 

availability of funds at the close of the banking day when all 

transactions have been posted. According to the affidavit of 

Nicholas Stevens, of R & T ,  at that point in time, the highest- 

yielding instruments will all have been sold, and only smaller, 

lower-yielding instruments will be available. [App. 91. Moreover, 

there is no published information on which the ultimate consumer 

may ascertain what his probable yield would be, because the 

markdowns on yield made by dealers when they resell to banks are 

not required to be published, nor does the bank have to disclose 

what portion of the yield it takes when it resells to the ultimate 

consumer. [App. 91 It is common knowledge that ever since 

deregulation of the charges that banks can impose on deposits, 

there has been a steady increase in these charges. Banks do not 

have to disclose these charges when they advertise a yield, and in 

order to entice customers they typically advertise yields without 

disclosing that they are subject to certain minimum deposit levels 

and costs. [App. 31 Further, repos are not regulated by either 

the Securities and Exchange Commission ( S E C )  or by banking laws. 
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[App. 81.  It should be noted that the proposed rule change does 

not include limitations to protect IOTA funds invested in bank 

repurchase agreements from the various known risk factors 

associated with such instruments. [App. 12a]. 

Finally, the proposed rule change would limit participants in 

the overnight sweep-to-repo program to accounts exceeding 

$30,000.00. Respondent believes that this limitation inures only 

to the benefit of banks, not at a11 to the Foundation. Allowing 

much smaller accounts to participate in a sweep program would 

generate a great deal more money for the Foundation. 

111. Advantaues of Usincr Go vernment-Portfolio Money Hark et Funds. 

Money market investment companies investing exclusively in 

U.S. government securities or instruments fully collateralized by 

such government obligations have been approved for the investment 

of state, county, municipal, school district, and bank funds. 

F l a .  Stat, § §  125.31, 166.261, 215.47, 218.345, 219.075, 2 3 6 . 2 4 ,  

280.13, 651.033, 660.415. Money market funds are governed by the 

Securities and Exchange Commission, and their portfolios, 

reporting, auditing, disclosures, expenses, etc. are controlled by 

rigorously prescribed and enforced regulations. See, Money Market 

Funds, 17 CFR See. 270.2a-7 (1996) [App. 25 et seq.]. The board of 

directors of a money market fund is required to establish 

procedures to stabilize the fund's net asset value per share, for 

purposes of distribution, redemption and repurchase, at a single 

value. 17 CFR 9 270.2a-7(c)(6-7). Thus, the price of a share in 

a money market fund remains constant at $1.00 per share. [App. 21 
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In the history of these financial institutions not one has failed 

to pay out upon demand and without delay. [App. 3 1 .  

These investment vehicles have been approved without limitation by 

the Florida legislature for the investment of the funds of 

fiduciaries, municipalities, counties and the state of Florida. 

There are many that are authorized by federal or state law to do 

business in the state of Florida. 

tlSweeplt accounts, whereby idle cash on deposit can be tgsweptll 

into a money market fund investing in government obligations, have 

been around for many years. IOTA deposits in Florida banks could 

be just as easily I*sweptt1 into such money market accounts, as an 

alternative to repurchase agreements, and the funds can be readily 

available on demand by federal wire transfer of funds from the 

money market institution back into the bank deposit account. [App. 

231. 

111. The Petition is UnaccomDanied bv SPecific Facts t9 S u ~ p  rt It 

Some of the Rules Regulating the Florida Bar are procedural in 

nature, but others are substantive. The IOTA rule which is the 

subject of this proceeding is substantive in nature. With respect 

to rules of procedure, it may be appropriate for the Court to rely 

on the imprimatur of the Board of Governors and fifty or more 

Florida Bar members, but  when dealing with a substantive issue that 

is beyond the special expertise of lawyers, Respondent suggests it 

would be more appropriate for the Court to request thorough 

research, fact-finding and expert advice from qualified sources on 

the pros and cons of repos and alternatives thereto. The Petition 
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now before the Court consists of mere allegations, unbuttressed by 

any record, and totally silent as to what facts, if any, were 

relied upon by the Board of Governors in approving the petition. 

Respondent submits that the Foundation and Board would better serve 

the rulemaking process of this Court by furnishing it with the 

results of studies and findings, as is the customary procedure in 

federal rulemaking. See! Motor Vehi- cturers Assn. v. 

State Farm Mutual AYtQma bile I n s .  Co ., 463 U.S.29 (1983). 

The affidavits supplied by Respondent in her Appendix reflect 

an unwillingness on the part of the proponents of the Petition to 

look into such alternatives. [App. 51. It can be inferred from 

the foregoing that neither the board of directors of the 

Foundation, nor the Board of Governors, had any information on 

alternative investment vehicles available from competitor financial 

institutions, or on the risk aspects of bank repurchase agreements, 

#@n they approved the filing of the petition in this case. 

11 



CONCLUSXON 

Based on the foregoing, the undersigned respectfully requests 

that this Court, in the interests of fairness, either adopt a rule 

change enlarging the definition of eligible institutions so as to 

allow sweeps of IOTA funds into government-portfolio money market 

funds and any other investment vehicle deemed appropriate, or 

alternatively to provide a fact-finding forum for presentation of 

evidence and expert testimony from financial institutions 

interested in competing with banks in the cash management of IOTA 

accounts. 

Respectfully submitted, 

ELSIE C. TURNER, Esq. 
Florida Bar No. 205249 
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IN THE SUPREME COURT OF FLORIDA 

CASE NO. 8 9 , 5 5 2  

THE FLORIDA BAR FOUNDATION RE 
PETITION TO AMEND RULES 
REGULATING THE FLORIDA BAR 

-1DAVIT OF DAVID MATTHEWS IN SUPPORT OF RESPONDENT 

STATE OF FLORIDA 

COUNTY O F  ORANGE 

BEFORE ME, the undersigned authority, personally appeared 

DAVID W. MATTHEWS, personally well-known to me, who upon oath 

deposes arid states the fol.1owi.ng: 

1. I am executive vice-president and managing director of 

Makefield Asset Management, Inc., an affiliate of Makefield 

Securities Corporation, both of which are long-established member 

firms of the National Association of Securities Dealers, Inc. 

Attached hereto is my curricu1,um vitae summarizing my experience in 

the fields of finance and securities, including my experience as 

founder, Investment Advisor, and Administrator of the Rhode Island 

Localities Prudent Cash Fund, (RILPCF) a money market fund (1984- 

1991). 

2. The money market fund concept was invented in 1974 for the 

purpose of obtaining f o r  all investors in such  a fund, no matter 

t h e  s i z e  of account, maximum yields that are only available on very 

large denominations of cash equivalent financial instruments with 

long-term maturities. A money market fund is an open-ended 

diverisfied, managed investment trust registered with t he  

A-I 1 



Securities and Exchange Commission under the Investment Company Act 

of 1940. No commission or fee is charged by the fund t o  purchase 

or redeem shares. They are issued and redeemed directly by the 

fund. These devices are unique because they hold themselves out to 

maintain a canstant value o f  one dollar ($1.00) per share. Each 

share represents a direct and undivided interest i n  the entire 

portfolio of the fund. A s  a regulated investment vehicle, i t s  

reported yield, calculated d a i l y  and compounded (commonly over a 

seven-day period) is net of all expenses and fees. Under the 

Investment Company A c t  of 19.40, shares are required to be sold 

under a prospectus which discloses to potential customers what 

precisely the fees and expenses are, at or before page six ( 6 )  of 

the prospectus. 

To maintain a constant value, money market mutual funds are 

managed by using a maturity ladder, so that significant numbers of 

instruments will mature on different days in the near term, the 

intermediate term, and the long term. Pursuant to SEC rule, the 

average maturity cannot exceed ninety (30) clays. Thus registered 

money market funds exist to provide safety, liquidity and yield in 

that order. They provide daily access to funds invested therein, 

without change in principal value. Unlike t h e  direct purchase of 

any other cash equivalent financial instrument, there is no minimum 

holding period or maturity involved in the purchase or redemption 

of shares They vary in their respective minimum purchase 

requirements, with many funds allowing $1000.00 or less far a 

minimum purchase. 
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In the history of money market funds, they have never failed 

to pay out principle or earnings upon demand and without delay. 

3. As the sponsor, adminstrator, and investment adviser to 

RILPCF I never utilized repurchase agreements in the fund's 

portfolio, because we could not obtain adequate third party 

custodians, and could not get bank vendors of custody to certify 

the absence of possible cross callateralization of the securities. 

4 ,  Recently, in attempting to obtain infarmation from First 

Union and Barnett Bank on what they are now paying I learned that, 

first of all, specific information concerning yields and casts was 

unavailable, and secondly that yields are tiered. The mimimun 

investment with First Union is $ 5 0 , 0 0 0 . 0 0 .  

Banks are not required to disclose the prices at which they 

acquire repos, nor the amounts by which they mark down the yields 

when the repos are resold. Neither are they required to disclose 

in their advertising of yields available on sweep accounts the 

costs associated with sweeps. 

Although an article in the Florida Bar News, Feb. 15, 1996, 

"Foundation launches plan to generate millions more," states that 

Barnett Bank was then paying about four and a half percent (4.5%) 

on sweep accounts, at that time I was advised by Barnett bank 

personnel that the bank was paying only two-and-a-quarter percent 

( 2 . 2 5 % ) .  

5. Once funds are swept into a repurchase agreement, none of 

those funds are available f o r  withdrawal until. the instrument 

matures. 

A -  3 3 



6. I have reviewed the affidavit of Nicholas Stevens of Heich 

& Tang, and being knowledgeable in the workings of the repurchase 

agreement market, 1 agree entirely with all of his remarks, stated 

facts, and opinions concerning the use of repurchase agreements as 

differentiated from money market funds for investment of IOTA 

funds . 
7. In the spring of 1995, I became aware of the IOTA program 

for short-term trust funds of Florida Bar members. I learned from 

the Florida Bar Foundation that the yields earned on these funds 

deposited in banks had been far less t han  could be obtained safely 

by utilizing a "sweepfr arrangement into a money market fund with a 

portfolio of U,S. government obligations, that would provide access 

on demand and without delay by federal wire transfer from the fund 

to the 3ar member's trust account when checks on the trust account 

were presented f o r  payment. Working with Reich & Tang Asset 

Management, Inc., w e  prepared a proposed voluntary program for IOTA 

accounts which we offered to present to the Florida Bar Foundation 

and the Board of Governors of the Florida Bar, with opportunities 

for discussion, and question-and-answer sessions an how the  program 

would work. We a l so  were prepared to offer free assistance to the 

Foundation in educating and Ivselling" lawyers on the use of the 

sweep arrangement of IOTA funds from their individual trust 

accounts into a government security money market fund, Further, we 

were prepared to offer free software to Bar members that would have 

provided itemized breakdown of deposits and checks identifying the 

source of all funds deposited by client and subject matter, as 

A -  Y 4 



required by Bar trust accounting rules. Finally, we planned to 

offer to train banks in procedures to reduce the costs of sweep 

arrangements and other record-keeping through simplified 

operational procedures- 

We approached Elizabeth Jane Curran in March or April, 1995. 

After much delay, into August, 1995, and after her request that w e  

meet with a bank software consultant friend of hers, she said she 

was not interested in reviewing our proposal.. We were never given 

any follow-up opportunity. 

Subsequently, we learned that Ms. Curran w a s  working on a 

proposal to have IOTA funds swept into repurchase agreements 

controlled by banks. We then responded to a request far comments 

an the proposed amendment to the IOTA rule which was published in 

t h e  Florida Bar News, by asking t h e  Bar member named in t h e  

published request, Darryl Bloodworth, for an opportunity to present 

our proposed program ta t h e  Foundation and Board of Governors. We 

were never given this opportunity. 

A -5 
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FURTHER A F F I A N T  SAITH NAUGHT. 

David W. Matthews 

Before me personally appeared the person described i n  and who 
executed the foregoing instrument under oath and acknowledged 
before me t h a t  he executed the same. 

aforesaid this 

Nbtary Public 
My commission expires: 

OFF IClAL SEAL 
HELENE E. DAVIS 

My Comrnlsslon Expires 
May 2,1997 

Comm. No. CC 281865 
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David W. Matthews 

M c u l u m  Vitae 

M,akefield Asset Mandrrement. Inc. : Executive Vice President, Managing Director of Personal 
Account Investment Division. This company is affiliated with Makefield Securities Corportion, 
a Florida corporation serving major institutional investors for well over a decade, now extending 
services to selected private investors. Director, parent company. 

National Her- Life Insurance Corporat ion. HeriQe Mark& np Groua. UfeCo lnvestrne nt 
woup. LifeCo Secwtxs Corpo r &.ion, NAS D . S IP C headquartered Orlando in recent years. 
Executive Vice President, National Marketing & Sales. 

. .  

The Prudeno 'a1 Insurance Co mDan y o f America, Boston, four years, Group Executive, sales, 
marketing, investment management, estate plans, for executives, families, corporations, trusts, 
other institutions. 

w r i t i e s  Counselo rs Incorpora ted, SEC-registered investment advisor company, $65 million. 
Over seven years, President. Overall management of the company. Portfolio policy, regulatory 
matters. The company acted as mutual fund manager and administrator, as well as consultant 
under contract to major U.S. banks on investment and trust product design and marketing. 

Co n b 'nental B ark CB Trust Compa n_ v o f C hi cag Q, four years, senior trust capacity. Vice 
President, Division Manager-Corporate Trust, Responsible for P&L, administration, sales and 
delivery of all trust and agency services. Responsible for national market, Graduate, Bank 
Advanced Management Program participant. 

Dean W it@ & Co.,  Inc,, Boston, New York. Seven years, Partner, Vice President. 
Responsible for all Sales and Operations Divisions, retail, institutional. Raised New England 
operation from 67th to 10th in the country. Manager, New York, two years prior. Management 
Development Program for Partners participant. 

Merrill Lvnch. Pierce. Fenner & Smith. Inc,, New York. Seven years, Account Manager. Top 
sales quartile of the firm. Sales and Operations Training Program graduate. Retail and 
Institutional sales, account management. 

Educatiox 

Geor - Petow n University, B.S. with honors, Economics; North eastern Univers .@, School of 
Insurance; Cornell U niversity, Executive Program on finance, 

Professional membe rsh im licenses, etc -. ; All professional licenses, securities industry, Series 
7, 63,24, Registered Principal Officer, NASD; Former Allied Member, NYSE; Floor Member, 
Boston Stock Exchange (for Dean Witter & Co.). Also licensed in Life, Health, and Variable 
Annuity insurance industry, former Principal Officer registered with the SEC, investment advisor 
company. Member National Association for Variable Annuities, Reston, VA. 
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IN THE SUPREME COURT OF FLORIDA 

CASE NO. 89,552 

THE FLORIDA BAB FOUNDATION RE 
PETITION TO AMEND RULES 
REGULATING THE FLORIDA BAR 

-" AFFIDAVIT OF NICHOLAS STEVENS IN SUPPORT O F  RESPONDENT 

STATE OF FLORIDA 

COUNTY OF DADE 

BEFORE ME, the undersigned authority, personally appeared 

NICHOLAS STEVENS, personally well-known to me or who produced the 

following identification: I who after 

being duly sworn, deposes and states the following: 

1. I am a vice president of Reich & Tang, a wholly owned 

subsidiary of the N e w  England Companies. Reich & Tang manages a 

number of money market mutual funds, f o r  institutional and retail 

customers, totaling over $ 8  billion in assets. Attached hereto is 

a summary of my background and experience in the banking and 

investment industries. 

2 .  I am knowledgeable in the operating dynamics associated 

with investment "sweepsvy and the various investment vehicles 

utilized by the financial community ta facilitate short-term and 

overnight investments. Further, I am also knowledgeable in the 

various pricing schemes and charges assessed by banks in such 

arrangements. 

3 .  Repurchase agreements ( "repos" ) are unregulated 

transactions which represent a loan of cash against securities at 

1 
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a negotiated rate of interest for a specified period of time, such 

as overnight. The provider of the securities is the l'seller't, and 

t h e  borrower of the securities is the "buyer" of t h e  repo. 

4. The diversity of investors and lenders in the financial 

markets and the mechanical operations (settlements) of repos has 

created the need for a third party agent, an independent custodian 

to settle the purchase of the repo against the delivery of t h e  

securities. Collateral may be subject to risk if the seller 

becomes encumbered or insolvent. Hence there is no guarantee 

against risk of the securities. The funds of the repo buyer must 

be fully collaterized by the securities in order ta provide a 

degree of comfort and assurance to the repo buyer, but the risk is 

there; it lies in the viability of the seller of the repo, the 

identity of which may be unknown to the ultimate buyer, and not in 

the credit qua]-ity of the securities. 

5 ,  Customarily some financial institutions utilize repas to 

finance their bond Inventory with the repa buyer's money. Since 

all financial markets are linkedthrough supply-and-demand, quality 

and time factors, investments committed to repos generally command 

the highest negotiated rates early in the trading day - usually no 

later than 11 a.m. The yields tend to fall off afterwards. Repas 

are usually in amounts greater than a million dollars, with 

investment (buying) power and t i m e  affecting the rate negotiation. 

Since banking law requires that banks have collected funds to pay 

checks presented for payment in the same banking day, a bank could 

not "sweep" funds from IOTA acounts until 2 p . m . ,  at which time the 

A- 53 2 



highest-yielding repas would have all been sold. The IOTA €unds 

swept at 2 p.m. would get, in a l l  probability, the least desirable; 

smaller (and thus more) transactions with lower rates at maximum 

operational costs, because multiple transactions raise operational 

costs. 

6. The overnight repo yields published by Dow-Jones Telerate 

(see accompanying Telerate publication) are the gross rates 

between dealers and do not reflect the yield mark-downs taken by 

the dealer when it resells to an institution such as a bank, nor 

the mark-down taken by the bank when reselling to a customer, such 

as an IOTA account. The actual rate available for IOTA accounts 

would be significantly less than the published rates. 

7. A s  liquidity investment vehicles, repos are utilized by 

financial institutions in the area of cash management for specific 

types of customers. A s  with a11 financial instruments and 

investment transactions, repos also provide a broad range of fees 

and expenses at all levels. The end beneficiary of such an 

investment has no control over these undisclosed negotiated rates 

and fees, and must rely entirely on the institution to deliver a 

competitive return at negligible risk to the investor. Each bank 

participating in the repo investment program for IOTA accounts 

proposed by the Florida Bar Foundation would need to effect such 

transactions daily. T h i s  would produce varying returns from 

institution to institution, depending upon the amount of funds 

available for such transactions, and higher operating expenses, to 

the detriment of IOTA accounts. Where individual accounts are 
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aggregated for investment purposesI they hold no beneficial 

ownership in a r e p ,  as they would were they invested in a 

regulated money market mutual funds. 

8 .  Money market mutual funds offer a highly regulated fully 

disclosed liquidity (cash management) solution. Professionally 

managed, these funds previde the qual.ity, safety and yield (common 

return) obtained in large denomination instruments to each and 

every investor, regardless of the dollar size of an investor's 

account. Yields an these types of funds are a matter of public 

record and may be benchmarked against other  investment 

alternatives. (See accompanying money market fund publication of 

net yields), Repos have no such benchmark. 

Investment in money market funds through rfsweeps" from a bank 

account can produce *Izero balance accounts" putting all monies to 

work and providing exact access so that only those monies necessary 

to clear checks presented are swept back on a banking day. This 

ability means that there i s  a continuing investment of the 

remaining assets. In doing s o ,  investments are standardized, 

operational casts are reduced, yields and returns are maximized, 

expenses and charges are fully disclosed permitting open market 

comparison. 

9. A number of money market fund managers offering cash 

management programs, such as Reich & Tang, have the power to 

negotiate with banks for institutional status, as differentiated 

from the retail status now afforded IOTA accounts. This would 

result in l o w e r  fees imposed by banks on funds in cash management 

4 



accounts. Reich & Tang is prepared to regard all IOTA funds 

invested in any of its money market funds as one account, 

interfacing with any number of banks used as depositories, and 

therefore minimum purchase amounts stated in our prospect i  would 

not apply. 

FURTHER AFFIANT SAITH NAUGHT. 

Before me personally appeared the person described in and who 
executed the foregoing instrument under oath and acknowledged 
before me that he executed the same. 

Witness my hand and official sea l  in the county and state last 
aforesaid this day of February, 1997. 

Notary Public 
My commission expires: 

A -  I /  5 



Nicholas Stevens 

Professional Background 

Institutional banking experience: Mr. Stevens began his banking 
and financial services career at Citibank in 3.970, in t he  
Institutional Investment Division. This division had discretionary 
asset management responsibilities f o r  significant private pension 
funds of companies such as Ford Motor, Eastman Kadak, Phillips 
Petroleum, Tennessee Valley Authority, and Chubb Corporation, 

Retail banking experience: Mr. Stevens’ experience with financial 
vehicles in the retail banking industry began in 1984 at Dollar Dry 
Dock Savings Bank, a major New Uork-based bank,  where he served as 
First Vice President, Investments Group. 

H e  has worked in t h e  financial service industry in the development 
of proprietary mutual funds that consistently centered on cash 
management and investment ttsweepstt at t h e  institutional and retail 
levels. 

Money market mutual fund experience: Mr. Stevens is V i c e  President 
of Sales of Reich & Tang Asset Management, Inc., a subsidiary of 
The New England Companies, one of t h e  oldest and strangest 
financial i n s t i . t u t i o n s  in t h e  United States, founded in the 
nineteenth century. 
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The Florida Bar NswJNovm#lr lk 1- 

D Official Notice 

Bar Foundation petttions coullt for sweep 8ccoun'b 
The Florida Bar Foundation will petition the Florida Supreme Court to amend 

Rule 5-l.Ue) of the Rules Regulating The Florida Bar (IOTA Rule). The text of the 
propoeed Rule amendment follows. 

The purpoae of the proposed Rule change ie to increase revenue generated by the 
Florida Supreme Court's IOTA program. The amendment would authorize w e  of 
daily bank repurchase agreements for nominal or short-term trust fun& aa defined 
by the existing IOTA Rule. Use of repurchase agreemenu in the IOTA sweep Ac- 
count Program would be on a voluntary bash  by mdividual attorneys and law firms 
with high average balance IOTA accounts. 

The Florida Bar Foundation, administrator of IOTA, would be responsible for 
recruiting attorney8 and law firms to participate in the program and for paymg the 
additional financial institution service charges. Only those Florida financial h t i t u -  
tions offering dady repurchase agreements whch are fully collateralized by direct 
obligationr of the United States Government or its agencies would be eligible to 
participate in the program. 

The petition M amend the IOTA Rule will be fded December 16,1996. Comments 
or objections to the propoeed Rule amendment muat be filed by January 13,1997. A 
copy of all comments or objections shall be erred on the executive director of the 
Florida Bar Foundation at  Suite 405.106 EastChureh Street, Orlando 32801 and on 
the executive &rector of The Florida Bar, a t  650 Apalachee Parkway, Tallahassee 

Following is the proposed rule amendment. with new language underscored and 
replaced language struck through: 
Rule 5-1.1 
(e) Intexwt on Trust Accounts (IOTA) Program. 

(1) Definitions. As used in Rule 5-1.Ue) the term: 

32399-2300. 

(A) 'nommal or  short term' describes funds of a client or third person that. 
~ 'pursuant to rule 5-1.1(e)(7), the lawyer has determined cannot practicably be placed 
' at interest for the benefit of the client or third peraon; 

(B) "Foundation" means The Florida Bar Foundation, Inc.; 
(C) "IOTA account" means a trust account described in rule 5-l.UeM2). 

(2) Required Participation. All nominai or short-term funds belongmg to diems or 
thud persona that are placed in trust with any member of The Florida Bar pmcticing 
from an office or other businem location within the state of Florida shall be depos- 
ited into one or more intereat-beanng trust accounts 

for the benefit of the Foundation, except a~ provided in ruls'41.15 wi th  r q m c t  
to fun& maintained other than in a bank account, or an provided in rule 5-1.2(a). 
Only trupt funds that am nominal or short term shall be depaaited into an IOTA 
account. The member ahall certify annually, in writing, that the member ie in com- 
pliancs With, or b exempt from, the proviaione of rule 6-1.1(de). 
2 (3) Eligible Financzai Inatitutiom. An IOTAaccount ahall be established with a& 
bank or eavingm and loan d u o n  authorized by federal or state laws to do busi- 
new in Florida and insured by the Federal Depoeit Ineurance Corporation. the Fed- 
eral Saving8 and Loan Insurance Corporation, o r  any succeeeor insurance 
corporatiodd aatpbli.hsd by feded or atate lawn. The fundm 
-shall k subject ta withdrawal upon m t  and witbut delay. 

(4) In- Roka The mta uf inmmmt on -- 
B V l n d d  not be 1- than the rrte paid by the fmanchl iartitrxtiWr *a&n&d 
non-IO!CA account degwitom. Higher ram o f f e d  by the financial institution to 
cultomem w h a  depaitr ~ w r t a u . m m  or q w t i t y  minim- =Y ob 
tainsd by a lawyer or law firm or IOTA acaountn on some or all of the depomted 

. .  . .  . 

r 

atdy witMnw or tramk prindprl. 
(6) RemittmCE I- e . Lawyeraorlawfmmddldirectthefi.uaaal * w- 

tution: 
(A) to reat in- on the b c a  -- 

fvnda in acmedance with the financial inetitution'a stapdard practice for non-IOTA 
' with 

ttI8-- at 1-t qunrtdy, to the Fowda- 
a-=t d- leu  mnmmabk mwice charga otfm if ray, in 
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(B) to transmit with each remittance to the Foundation a statement show- 
ing the name of the lawyer or law firm from whom IOTA account h d s  the remit- 
tance is sent, the lawyer’s or law firm’s IOTAtrust account numberis assigned by 
the financial institution, the raate of interest applied, the period for which the remit- 
tance is made, the total inbreat gamed during the remit-ce period. the amount of 
any service chargee or fees ~~ during the remittance period, and the net amount 
of interest remitted for the period; and 

(C) to transmit to the depositing lawyer or law firm, for each remittance, a 
report showing the amount paid to the Foundation, the rate of interest applied, and 
the period for which the report is made. 

(6) Norice to Foundation. Lawyera or law finns eliall advies the Foundation at 
Post Office Box 1553, Orlando, Florida 32802-9919, of the esstabliahment of an IOTA 
account Such noticei ohall indude: the IOTA account 
number a# d g n a d  by the b c i a l  htitution; the naxm of the lawyer w law h 
on the IOTA account; the finand institution name; the Eiaandal inditution ad- 
~ , a p d t h e ~ a a d F l o r i d a B u a ~ ~ n ~ l t b s ~ ~ , o r o f M c h ~ -  
ber of The Florida Bar in a law h, practicing ftom an ofti- or other buain- 
location within the atate of Florida that ha# ertabuhd 

(7) Detcnninotion of N o m d  or Short-finn Funds. The lawyer ahall exercise 
good faith judgment in deb- upbn receipt whether the fun& of a client or 
third pemon are nominal or short term. In the exorvim of thir god faith judgment, 
the lawyer shalt comider such factom 88: 

(A) the amount of a client’e or third pemou’m to be held by the lawyer 
or law fum; 

(B) the period of time such funds are expacted to be hei* 
* n(d or proeesding(r); 

.dmrintriaingaa 
(C) the likelihd of delay in the rslemnt trarUeEb0 
(D) the amt to the la-or law 6rm of odduhmg 

i n t e r # t - b s u i n g ~ t a t o ~ a ~ M ~ m ~ t f o r . . t b . b s w a t o f t h 4 d i e n t  
orthirdpom4m;and 

minimum balonw ~ m m d / o r - ~ e r f m i m p w w l  
by the finaaeirl ixwitutian.. 

The determination of whether a dieat’o or third persoda fund. are nominal or 
short term shall rsst in the mud judgment of tho or4adbn. No lawyer 
a h a l l l m c h a r g d w i t h e t h i c r l ~  * a r d b r s d p -  * Lcoduct 
baaed on t h m m  ofruch g d  Wth j-L 

dm-fw,. L ~ w  law firmb ,8R- - -ibretimlt 
and tbird-pmrmn frrndr that am nominal or- tam wimthdrnamnul or 
tmn trwt m w o t  mnamable be to - 0 t h  not producsd 
in&trat inamr~afmuombla) irunr?ir l~  - -  w b -  

tion regding I l a w n  or U W  &mb wm- & 
l.l(d. 

mt. 
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PROSPECTUS 
August I, 1995 fve;:.:ng securities. 

,s 8s,eO z: sTSte9. territ?:!eS 

TIIS Frcspxbjs jets forth wncis?iy the iniorma6cn &cut each Podoiio !hi: a :rcsective ,nves:c: o q n t  :.t. 6?3:', :efs!e i%s:irg ano i! srculd :~3 

reranea for fuh:e refersnce. Additional infc:naticn s k u :  ea.:h Psnfoli,:. ;?cl~~:ii; azai: c -a  n b x h : n  cx:zrn ng risd fac!crs reixirg !O z-. 
irr!estrran! In e a ~  Portfolio, has beer. filed 'Mth tPe Securhes ma Exchai:e Cmmissisn I: a Staterr.87 a i  AB:d,:,c?al infc.rmaticn tor !nE F U x  
dakd !he date of this ProspedU5 and a5 supplernetted from time to tim. Z-is :nfcrnatizn 5 nmrnC!atEd cy  ,efer?nce and s ~ v ~ l & ! e  :V:tiC-: 

charge and a n  be obtained by wrnIn3 or calling the Fmd at :Ce address 0r:eIepme number se: fcr.n abcve. 

Rech & Tang Asset Management L.P., a registered Investment A*:. zcts as M a n a p  o! the R n d  and Pech h Tang Distributors L.P.. 
regisiered bnker.&aler and member Of the Natimal Asssdaticr! of Sear i t  ES Dealers. Inc.. zcts as Dis:sbu:C' ?f the Fund's shares. 

An inveshent in Fund is neither insured nw guaranteed by the United States Government Each Portfolio seeks to maintain an 
inves!mgnt m o l i o  with a dollar-weighted average maturity ot 90 Days or less, and to value its investment portfolio at amortized COSt and 
maintain a asset value of $1.00 per share. There can be NI B S S U T ~ ~  that tbe Fund's objectives will be achieved or that the Fund's 
stable net a& of S1.00 per share can be maintained. 
Shares in F& are not deposits or obligations of, or guarantted Wendorsed by, any bank, and !he shares are not Iederally insured by 
the Federal *sit imurance Corporation, the FedHal Reww Bm'6 01 any other agency. 

MINIMUM iNrnAC PURCHASE si,aoa,ooo 

This prospeaus should be read and retained by investors for future reference. 
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TABLE OF FEES AMD EXPENSES 

Annual Fund Ooerat nu Expenses 
-sets) 

Estimated Annual Fund ODeratinu Exmnses 

Money 
Marke! 

Portfolio 
Class A Class B 

'2b-1 Fees .25% None 

Administration Fees . After Fee Waiver' .OO% - .OO% - 

'rlanagement Fees - After Fee Waiver * .OO% .OO% 

Other Expenses - After Reimbursement * ,029b .02% 

Totat Fund Operating Expenses - After Fee 
Waivers and Reimbursements' - 

Money 
Market 
Portfolio 

class A Class B 
Exalrplf 
You would pay the following expenses on a $1.000 
investment, assuming 5% annual return and 
redemption at the end of each 

Time period: 1 year $ 3  $ 0  

3 years $ 9  $ 1  

5 years $15 $ 1 

10 years $34 8 3 

U.S. 
Treasury 
Portfolio 

- _ _  Class A Class B 
OB% 08% 
2 Y .  None 
07% 0740 

00%- 00% - 

.40% .15% = = = = = = =  

US. 
Treasury 
Portfolio 

Class A G!a&3 

$ 4  5 2  

$1 3 $ 5  

$5.1 $19 

522 $ a  

Municipal 
Portfolio" 

Class A Class B 
.08% .08?, 

Municipal 
Portfolio 

Class B 

$ 4  s 2  
$13 $ 5  
522 $ 8  
$5 1 Si9 

The purpose of the above fee table is to assist an investor in understanding the various costs and expenses that an 
investor in the Fund will bear directky or indirectly. For a further discussion of these fees see "Management of th- p Fund' 
and i( Distribution and Service Plan" herein. The outstanding shares of the Fund were reclassified into Class B shares on 
Aprjl 1, 1995. with respect to both the Class A shares and the Class B shares, the Manager has agreed to waive all of 
its Management and Administration Fees and reimburse each Portfolio its operating expenses to the extent necessary to 
maintain the total expense ratio of each Portfolio during the first three years of the Fund at a maximum of 0.425%. 
0.40%, and 0.45% of the Class A shares' average daily net assets and at a maximum of 0.175%, O.lS%,and 0.2OY6 ot 
the Class B shares' average daily net assets, respectwe@. In addition- the Manager has voluntarily reimbursed the 
expenses 01 the Money Market Porffolio to a level below the agreed maximum. Absent such wajvers. Management and 
Administration Fees for the Money Market Portfolio would have been 0.08% and O.O59b, respectively. for both Class A 
and Class 3 shares. Absent the reimbursement in the M o q  Market PortfoIio, Other Expenses would have been 0.27% 
for both Class A and Class 0 shares. Absent such reimbunement and fee waivers, Total Fund Operating Expenses for 
the Money Market Portfolio for the Class A and Class B shares would have been 0.65% and O.40%, respectively. 
The figures reRected in this example should be considered as a representation of past or future expenses. 
Actual expenses may be greater than those shown above 

'Waiver and EimburSemern apply ow to Money Mar!& POdOlia. 
** At this time The Municipal P07tfolio of Ihe F m  has not yet been adivaled by Ihe Manager. 

SELECTED FINANCIAL INFORMATION 
(for a share outstanding throughout the pericd: 

The following financial information of the Money Market Portfoiio of Ins:i:utianal Dalfy Income Fund has been 
examined by McGladrey & Pullen, LLP. Independent Certifie? Public Accountants whose report thereon 
appears in the Starement of Additional Information and may be obteined hy shareholders upon request. The 
Money Market Portfolio was the only activated portfolio of the Fund as of Marc5 31, 1995. 

April 14. 1994 
(Inception date) 

to  
March 31. 1995 

Per Share Operating Performance: 
(for a share outstanding throughout the period! 

Net asset value, beginning of period ...................................... $ 1.s0 

Income from invesiment operations: 

Net investment income 0.045 

Less distributions: 

.................................... 

Dividends from net investment income .................................... 1 0.%5! 

Net asset value, end of period ................................................. 
Total Return ............................................................................ 5.1 6'a' 

Ratios Supplementaimata 

1.30 

Net assets, end of period (000) ................................................ $ 35.857 

Ratios to average net assets: 

Expenses .02%*t 

Net investment income ............................ 5.149b't 

............................................................................ 

* Annualized. 
t Net 01 investment management and administration fses waived equivalent to ,7374 of average net asset plus expenses reimbursed 

equivalent to .25% of average net assets. 



#TRODUCTlOEJ 
:stjfutional Daily Income Fund (the "Fund") is a no- 
.ad, diversified, open-end managerr.ent investment 
-mpany offerjng investors three managed porifolios 
I money market instruments (the "Portfolios") 
:gether with a high degree of tiquidity. The net asset 
?due of each Fund share is expected to remain 
znstant at $1 .OO. although this cannot be assured. 
-he investment objective of the Fund is, in 
.ccordance with the investment policies of each of 
-e Fund's Porttolios, to maximize cwrent income to 
i e  extent consistent with the prEservation of capital 
.nd the maintenance of liquidity. There is no 
1ssurance that the Fund will achieve its investment 
9jective. The investment objective of the Fund m y  

-:ot be changed without shareholder approval. 
-he US. Treasury Potlfolio attempts lo achieve its 
bjective through investments limited to U.S. 
-:easuv obligations and other sbligations that are 
sued or guaranteed by the US. Government and 
;at are backed by the full faith and credit of the 
rnjted States with maturities of 337 days or less and 
spurchase agreements backed by such obligations 
slling for resale in 397 days or less. The Money 
.iarket Portfolio attempts to achieve as objective 
?rough investment in short-term money market 
jligations with maturities of 397 days or less. 
duding bank certificates of deposit, time deposds, 
:ankern' acceptances, high quality commercial paper, 
xurities issued or guaranteed by the United States 
:overnment, its agencies or instrumentalities, and 
spurchase agreements calling for resale in 397 d a p  
: T  less backed by the forgoing securities. The 
:tunicipal Porifolio attempts to achieve its objective 
?rough investment in a portfolio of obligations issued 
; jr  states, tenitories and possessions Of the United 
jtates and political subdivisions, publ#: authorities 
:.XI other entities authorized to issue d&t, the 
iterest on which is exempt from regular federal 
xom tax Each Portfolio seeks to maintain an 
ivestment porlfolio with a dollar-weighted average 
3aturity of 90 days or less, and to value its 
ivestment portfdio at amortiz& cost and maintain a 
:et asset value of $1 .oO per share. There M n  be no 
issurance that this value wilt be maintained. 
-he Funds investment manager is Rekh & Tang 
j.sset Management LP. (the "Managef), w h i  is a 

registered investment adviser and which currently 
ac!s as rnar.age! or aciministratc: to eighteen other 
open-end management investment companies. 
(See "ManEgement oi the Fund" herein.) The Fund's 
shares are distributed through Reich & Tang 
Distributcrs L.P. (the "Distributcr"). with whom the 
Fund has antered into a Distribution Agreement and 
Shareholder Servicing Agreement (with respect to 
Class A s?:ares of the Fund only) pursuant ?o the 
Fund's distribution and sewice plan adopted under 
Rule 125-1 under the Investment Company Act of 
1940. as amended (the "Act"). (See Distnbutim and 
Service Plan" herein.) 
On any day on which Investors Fiduciary Trust 
Company. :he Fund's custodian (the "Cilstcdian") is 
open for trading ("Fund Business Day"). investots 
may, without charge by the Fund, initizte purchases 
and rederrptions of shares of the Funds common 
stock at their net asset value, which will be 
determined daily. (See "Purchase and Redemption 
of Shares" and "Net Asset Value" herein.) Dividends 
from accumulaled ne! incsme are deckred by the 
Fund on each Fund Business Day. The Fund pays 
interest dwidends mcnthly on the last calendar day of 
the month or, if !he last calendar day of the month is 
not a Fund Business Day. on the precediag Fund 
Business Day. 

Net capaal gains. if any, will be disthuted at least 
annually, and in no event later than within EO days 
after the end of the Funds fiscal year. All dividends 
and distributions of capital gains are autornafiiatly 
invested in additional shares of the same class of the 
Fund unless a shareholder has elected by written 
notice to the Fund to recebe either of such 
distributions in cash. (See "Dividends. Distributions 
and Taxes" herein.) 
The Fund currently has three Portfolios but only the 
Money Market PortIolio and the US. Treasury 
Porffolio have been activated by the Manager. The 
Board of Tmstees of the Fund may in the future 
determine to establish additional porifolios. each of 
which will be consistent with the investment 
O b j m e s  of the Fund. Set forth below are the 
investment policies for each of the fund's current 
Portfolios. The investment policies for the Money 
Market Porlfofio, as well as for any portfolios which 
the E W d  of Trustees may determine to estabtish in 

-d- 

the future, may ba changed by the Board of Trustees 
of the Fund Withclit sharehclder approval. The 
investment policies for the US. Treasury Portfolic and 
the Municipal Portfolio may not be changed without 
shareholder appioval. 

The Fund may frcm time to time advertise its current 
yiefd and effedive yield for each Portfolio icornputed 
separately for e ich Class of shares). The Fund's 
cment yield is calculated by dividing its average daily 
net inccme per share of each Portfolio (excluding 
realized gains or losses) for a recent sevenday 
period by iis constant net asset value per share of 
Sf.00 and annualizing the result on a 365-day bask. 
The Funb's effective yield is calculated 5y increasing 
its current yield according to a fomuia that takes into 
account the compounding effect of the reinvestment 
of dividends. The Crass A shares of each Portfolio 
will generally have a lower yield than the Class 8 
shares due to the expenses attribufable to the Class 
A Shares which are not attributable to the CLass 3 
shares, under the Funds Distribu!ion acd Service 
Plan. Any fees charged by a Participating 
Organization directly to a customer's account will not 
be included in yierd calculations. See "How to 
Purchase and Redeem Shares - Investments through 
Participating 0 rg a n izatio n s . " 
An investment in the Porffclios of the Fund entails 
certain risks, including risks associated with the 
purchase of when-issued securities. repurchase 
agreements and with privately placed securities. With 
respect to the Money Market Portfolio, certain risks 
are associated with the purchase of foreign issues. 
Risk factors for each Porffolio are further described 
under "Risk Factors and Addaional Investment 
Information" herein. 

INVESTMENT OBJECTWES, 
P OLlCIES AND RlSKS 
US.  Treasury Portfolio 
The US. Treasuty Portfolio is intended to attain the 
fund's investment objective through investments 
limited to (i) US.  Treasury obligations and other 
obligations that are issued or guaranteed by the 
Government and that are backed by the full faith and 
credit of the United states, provided that those 
obligations have a remaining maturity of 397 days or 

less arc! (ii) repurchase agreements bzckej by such, 
c a h g  fo: resale in 397 days or less. 
The investment policies of the U S  T iezx r j  Pc;tfoQo 
may produce a lower yield than a policy of investing in 
other types ,zf money market instruments. The yidd of 
the U.S. Treasury Portfolio is likely to be lower than the 
yie!d of the Money Market PoCfoIio. 
Permitted Investments: 
Unifed States Treasury Ob/igations: Obligations 
issued by tbe full faith and credit of the UniW States. 
US. Treasury obligations include bills, nctes ar.d 
bonds. which principally dfer only h their interest 
rates. maturjties and time of issuamze. 
Ofher United States Government Obligaiions: 
Marketable securities and instruments issued or 
guaranteed by the full faith and credit of the United 
Staies Government. Such obligations that are 
guarmteed by the full faith and cr&i of ;he Unded 
States Government include oMigations of the Federal 
Housing Administration, the Export-Import Bank of the 
Un&a States. the Smalt Business Administraticn. the 
Government National Mottgage Associaticn. the 
General Sewices Adminimation and the hilaritime 
Administratior;. 

Money Market Porffolio 
The Money Market Porlfolio is intended to at;ain the 
Fund's investment objective through investments in 
the securities described below, provided they h a e  a 
remaining maturity of 397 days or less or are subject 
to a repurchase agreement calIing for resale in 397 
days or less. Investments in short-term instruments 
may, in some circumstances, result in a lower yield 
than would be available from investments in 
instruments with a longer term. 
Permitted In vestments: 
United States Gcwrnmenf Securities: Short-tern 
obligations issued or guaranteed by the United States 
Government, its agencies or instnmentatiies. These 
inc!ude issues of the United States Treasury, such as 
bills, certificates of indebtedness, notes and bonds, 
and issues of agencies and instrumentaljties 
established under the authority of an act of Congress. 
Some of these securities are supported by the full 
faith and credit of the United States Treasury, others 
are supported by the fight of the issuer to borrow from 



x e  supported by :he right of the issuer to borfow from 
the Treasury, and stIll others are supported only by 
the credit of the agency or inskumentalit?,'. Although 
cbtigations of federal agencies and instrumeniatities 
are no? debts of the United States Trsasuly, in some 
cases payment of interest and prjnapal on such 
obligations is guaranteed by the United States 
Government, e.g,, obligations of the Federal Housing 
Administration, the Export-Import Bank of the United 
States, the Small Business Administration. the 
Government National Mortgage Assmiation. the 
Genera Services Administration and the Maritime 
Administration; in other cases payment of interest and 
principal is not guaranteed. e.g., obligations of the 
Federal Home Loan Bank System and the Federal 
F a n  Credit Bank. 
Domestic and Foreign Bank Ub/igdorts: Cetiiicates 
of deposit, time deposits. commercial paper, bankers' 
acceptances issued by domestic banks, foreign 
branches of domestic banks, foreign subsidiaries of 
domestic banks. and domestic and foreign brmches 
of foreign banks and corporate instruments supported 
by bank letters of credit. See "Risk Factors and 
Addjtjonal Investment Information'' herein. 
Certificates of deposit are certificates representing the 
obligation d a bank !o repay funds deposited with it 
for a specified period of time. Time deposits are non- 
negotiable deposits maintained in a bank for a 
specfied period of time (in no event Longer than 
seven days) at a stated interest rate. Time deposits 
and certificates of deposit which may be held by the 
Portfolio will not benefit from insurance from the 
Federal Deposit insurance Corpamtion. Bankers 
acceptances are credjt instruments evidencing the 
obligation of a bank to pay a drafk d r a w  on it by a 
customer. These instruments reflect the Migation 
both of the bank and of the dmwer to pay the face 
amount ot the instrument upon maturity. The Money 
Market Portfolio limits its investments in obligations of 
domestic banks, foreign branches of domestic banks 
and foreign subsidiaries of domestic banks to banks 
having total assets in excess of one billion dollars or 
the equivalent in other currencies. The Money 
Market Portfolio limits its investrnents in obligations of 
domestic and foreign branches of foreign banks to 
ddhrdenominated obligatioras of such banks which 
at the time of investment have more than $5 billion, or 
the equivalent in other cumncies, in total assets and 

whxh are considered by the Fund's Board Of 
Tustees to be First Tier Eiigible Secxaes (as 
defir.ed below) at the time of acquisitic,n. The hlone? 
Market Pcdolio generaliy !imi!s invesyments in Sank 
instruments to (a) thcse which are fully Insured as !G 
principal by the FDIC or (b) those issued by banks 
which at the date of their larest public repcsing have 
total zssets in excess of S1.5 billion. Hwever. the 
total assets of a bank will not he the scle factor 
determining the Money Market Poftfolic's investment 
decisions and the Money Market Porlfolio r a y  invest 
in bank insmments issued by institk3ions which the 
Board of Trustees betieves present minimal credit 
risks. 

U S .  dollar-denominated obttgations issued by foraign 
branches of domestic banks or foreign branches of 
foreign banks YEurodoIlar" obligations) and domestic 
branches of foreign banks ("Yankee dollar" 
obligations). The Money Market Porffclio wiil limit its 
aggregate investments in foreign bank cbligations. 
including Eurodollar obligations and YankEe dollar 
obligations. to 25% of its total assets at the time of 
purchase. provjded that there is no limitation on the 
Money Market Portfotio investments in (a) Eurodcllar 
obligations. if the domestic parent of the foreign 
branch issuing the obligations is uncmditicnaily liable 
in the everat that the foreign branch fails to pay on the 
Eurodollar obligafion for any reason: and [b) Yankee 
dollar obligations, if the US. branch of the foreign 
bank is subject to the same regulation as U.S. banks. 
Eurodollar, Yankee dollar and other foreign bank 
obligations include time deposits. which are non- 
negotiable deposits maintained jn a bank for a 
specified period of time at a stated interest rate. The 
Money Market Portfolio Wi!l limit its purchases of time 
deposits to those which mature in seven days or less, 
and will limit its purchases of time deposits maturing 
in two to seven days to 10% of such Funds total 
assets at the time of purchase. 

Eurodollar and other foreign obligations involve 
special investment risks. including the possibility that 
liquid@ could be impaired because of future p a l i h l  
and economic devetopments. that the obligations 
may be less marketable than comparable domestic 
obligations of domestic issuers, What a foreign 
jurisdiction might impose withholding taxes on interest 
income payable on those obligations, that deposits 

may be seized or nationatized. that foreigr? 
governments1 rest~dtons such as exchange controls 
may be adopted which might adversely affect the 
payment of pnccipal of ana interest on those 
obligatiotx. :hat the selection of foreign obligations 
may be more ai;;icult because there may be less 
infcrmaticn pbbiic[y available ccncemng fGreign 
issuers, that :here may be difficulties in enforcing a 
judgment against a foreign issuer or that the 
accounting, auditing and financial reporting 
standards. prac!tces and requirements applicable to 
foreign issuers may differ f r m  those applicable to 
domestic issuers. In addition, foreign banks are not 
subkect to exanirxition by UEited States Governmen; 
agencies or instrumentalities. 

Since the Money Make! Porffotio may contair. 
securities issued by fsreign governments, or any of 
their political subdivisions. agencies or 
instrumentalities, ar;d by foreign branches of 
domestic banks. foreign subsidiades of dornesfi 
banks. domestic and foreign branches of foreign 
banks, and commercial paper issued by foreign 
issuers, the Money Market Pcrtfo!io may be subject to 
additional investmnt risks with respect to ihose 
securities that are different in some respects from 
those incuned by a fund which invests only in debt 
obligations of the United States and domestic issuers. 
although such obligations may be higher yielding 
when compared to the securities of the United States 
and domestic issuers. In making foreign investments, 
therefore, the Money Market Portfolio will give 
appropriate consideration to the following factors, 
among others. 

Foreign securities markets genemlty are not as 
developed or efiicient as those in the United States. 
Securities of some foreign issuers are less liquid and 
more volatile than securities of cornpar&le United 
States issuers. Sjmilady, volume and ijquidity in mast 
foreign securities markets are less than in the United 
States and, at times, volatility of price can be greater 
than in the United States. The issuers of some of 
these secuflties. such as bank obligations, may be 
subject to less stringent or different regulation than 
are United States issuers. In addifion. there may be 
less pubticly available information about a non-United 
States issuer and non-United States issuers generally 

are not subject to uriform 3ccoun:irg and financial 
:Eporting standards, p~C:ces anri requirements 
comparable to thcse app!tcable to U t e d  Siates 
ssuers. 

Because evidencss of ownership or such securities 
usually are held cu?side the ilnitea States 
Uaricet Porffr,!io will 5e subject to ado 
which include possible adverse ~ciiticai and 
economic developments. possible sejzljre or 
nationalization of fcrejgn I 'epxts ar3 pzssiDie 
adopion cf governmental restridicns rth:ch might 
adversely affect the payment sf prLrcipaI and interest 
on the foreign securities or might restrict the payment 
of principal and interest to the issuEr. whether from 
currency blockage or othenuise. 

Furthemora, some o! these securi:ies may be 
subject to stamp cr other excise taxes ievied by 
fcreig- , gcvernrnmts. which have :ke effect of 
increasing the cost of such securities and reducing 
the realized gain or increasing the realized less 01: 
such securities at the time of saie. Income earned or 
received by the Money Mark?; Potclio from sources 
within foreign coun:ries way be reduced by 
:vithholding and ofher taxes imposed by such 
cmntnes. Tax conventicns between cecain 
countries and the United States. however, may 
reduce or ehminate such taxes. The Manacer will 
atkrnpt to minimize such taes  by timing of 
transactions and other strategies, but there can be no 
assurance that such efforts wIll be successful. All 
such taxes paid by the Money Market Port?olio will 
reduce its net income avaiiable for distribution to 
shareholders. The Manager Will consider available 
yields. net of any required taxes, in selecting foreign 
securities. 

VaiabJe Anount Masfer h a n d  No&: unsecured 
demand notes that permit investment of fluctuathg 
amounts of money at vafiabte rates of interest 
pursuant to arrangements with issuers who meet the 
foregoing qualify criteria. The interest rate on a 
variable amount master demand note is pelidically 
redetermined acmrding to a prescrjbed formula. 
Although there is no secondaw market in master 
demand notes, the payee may demand payment of 
the principal and interest upon notice not exceeding 
five business or seven calendar days. 



Commercial Paper and Certain Debt ObIigatims: 
commercial p w r  or short-term debt obtigations that 
have been determined by the Fund's Board of 
Trustees to present minimal credit r i sk  and that are 
First Tier Eligibb Securities (as defined below) at the 
time of acquisaion, so that the Money Market Portfolio 
is able to employ the amortized cost method of 
valuation. Commercial paper generally consists of 
short-term unsecured promissory notes issued by 
corpo:ations, banks or other borrowers. 

The Money Market Portfolio may only purchase 
securities that have been determined by the Funds 
Board of Trustees to present minimal credit risks and 
that are First Tier Eligible Securities at the time of 
acqu!silion. The term First Tier Eligible Securities 
means (i) securities that have remaining maturities of 
397 days or less and are rated in the highest short- 
t e n  rafing category by any two nationally recognized 
staktical rating organizations ("NRSROs") or in such 
categq Dy the only NRSRO that has rated the 
sesudties (collectively. the "Requisite NRSROs") 
(acquisition in the latter situation must also be ratified 
k$ the Board of Trustees); (ii) securities that have 
remaining %athies of 397 days or less but that at 
tne h e  of issuance were long-term securities and 
w3oss issuer has received from the Requisite 
NRSROs a ratrng rvith respec: to comparable short- 
f e n  deb? in the highest short-term rating category; 
a i d  (Iii) unrated secvrities determined by the Fund's 
3 3 ~ 3  of Trustees to be of comparable quaflry. 
Where !he issuer of a long-term security with a 
remaining maturity which would otherwise qualify it as 
a Fist Tier Eligible Security does not have rated 
short-term debt outstanding, the long-term security is 
trea;ed as unrated but may not be purchased if it has 
2 I xg - tem rating !:om any NRSRO that is below the 
rao highest long-renn categories. A detemination of 
compar;tbilrty by the Board of Trustees is made on 
the basis of its credit evaluation of the issuer. which 
may include an evaluation of a letter of credit, 
gerzntee. insuance or other credit facility issued in 
support of the securities or participation certificates. 
While :here are several organizations that currently 
qualify as NRSROs. two examples of NRSROs are 
Standard 8 Po3r's Corparation (%&P'') and Moody's 
!?vesms Sewca, lnc. rMoody's"). The two highest 
-at:ngs by Moody's for debt securi!ies are "Aaa" and 

"Aa' and by S&P are 'AAA" and "AA". The highest 
rating for domestic and foreign commercial paper is 
"Prime-1 " by Mccdy% or 'A-1 I' by S&P and "SP-1 /AX 
by S&P or 'VMIG-I' and 'YMlG-2" by Moody% in the 
case of variaMe and floating rate demand notes. 
(See "Description of Ratings" in the Statement of 
Additional Information.) 

Subsequent to its purchase by the Portfolio, the 
quality of an investment may cease to be rated or its 
rating may be reduced so that P ceases to be a First 
Tier Eligible Security. If this occurs. the Board of 
Trustees of the Fund shall reassess promptly whether 
the security presents minimal credit risks and shall 
cause the Portfolio to take such action as the Board 
of Trustees determines is in the best interest of the 
Portloljo and its shareholders. However, 
reassessment is not required if the security is 
disposed of or matures within five business days of 
the Manager becoming aware of the new rating and 
provided further that the Board of Trustees is 
subsequently notified of the Manager's actions. 

tn addition, in the event that a security ( I )  is in default, 
(2) ceases to be an eligible investment under Rule 
2a-7 or (3) is determined to no Longer present minimal 
credit risks, the Portfolio will dispose of the security 
&sent a determination by the Fund's Board of 
Trustees that disposal of the secunty would not Se in 
the best interest of the Portfalro. In the event that the 
security is disposed of. i: shatt be disposed of as soon 
as practicable, consistent with achieving an or,derly 
disposition by sale, exercise of any demand feature, 
or otherwise. In the event of a deiauR with respect to 
a security which hnediately before default 
accounted for 1/2 of 1% or mare of the Portfolio's Total 
assets, the Fund shall promptly notrfy the Secu:i:ies 
and Exchange Commission of such fact and of ihe 
actions that the Fund intends to take in responsa ts 
the situation. 

The Fund may enter into. f.31 inclusion in the Ivlney 
Market Portfolio, repurchase agreements providing 
for resale in 397 days or less covering any of the 
foregoing securities which may have maturities in 
excess of 397 days, provided tirat the imtruments 
servrq as collateral for the ag:eemects a-e eligible 
for inclusion in the Money Markei Portfalio. 

Municipal Portfolio 
The Municipal Portfolio seeks to provide as high a 
level of current incame that is exempt from federal 
imme taxes as is consistent with the presenmtion of 
capita and maintenance of liquidity by investing at 
least 80% of its assets in a diversified porlfolio of high 
quality, short-term municipal obligations the interest 
income from which is exempt from regular federal 
income taxes YMunicipal Securities"). Atthough the 
Supreme Court has determind that Congress has 
the authority to subject the interest on bonds sucfi as 
the Municipal Securities to regular federal illcome 
taxation, existing law excludes such interest from 
regular federal income tax. However, 'exempt- 
interest dividends' may be subject to the federal 
alternative minimum tax. Securities, the interest 
income on which may be subject to the federal 
ahernalive minimum tax (including participation 
certificates in such securities), may be purchased by 
the Fund without limit. Securities, the interest income 
on which is subject to regular federal. state and local 
income tax, witt not exceed 20% of the value of the 
Fund's total assets. (See "Dividends, Distributions 
and Taxes" herein.) 

Permitted Investments: 
Municipa!Secudies: which include debt obligz~ons 
issued to obtain funds for various public purposes, 
including the construction of a wide range of public 
faciljties, the refunding of outstanding obligations, the 
obtaining of funds for genera operating expenses 
and lending such funds to other public institutions and 
facilities, In addion. certain types of private activity 
bonds or industrial development bonds are issued by 
or on behalf ot public authorities to obtain funds to 
provide for the construction, equipment, repair or 
improvement of privately operated facilities. Such 
obligatians are considered to be Municipal Securities 
provided that the interest paid thereon general!y 
qJalifies as exempt from federa income tax in the 
opinion of bond counsel. However, interest on certain 
Municipal Secudies may give rise to federal 
altema:ive minimum tax liability and may have other 
collateral federal income tax consequences. 

The Pc~o l i o  may only purchase hlunicipal Securities 
that have been determined by the Fund's Board of 
Trustees to present minimal credit risks and thzt are 

first Tter Eligible Securities at the time of acquisitior 
The term First Tier Eligible Securities means ( 
Munlcrpal Securities with remaining maturities of 35- 
days or less and rated in the two highest short-terr 
rating categories by any bvo NRSROs or in suc 
categories by the only NRSRO that has rated tfir 
Munidpal SecuMes (collectively, the "Requkk 
NRSROs') (acquisition in the latter sbuation mu5 
also be rataid by the Board of Trustees); (i 
Mmicipd Securities with remaining maturities of 39- 
days or less blrt that at the time of issuance wev 
b n p t e n  securities (i.e., with maturities greater tha 
366 days) and whose issuer has received from t k  
Requtsae NRSROs a rating with respect t 
mmparable short-term debt in the highest ratin 
category and (iii) unrated Municipal Securitie 
determined by the Fund's Board of Trustees to be i 
comparab[e quality. Where the issuer of a long-terr 
security with a remaining matunty which woui 
otherwise qualify it as a First Tier Eligible Securk 
does not have rated short-term debt outstanding. tt' 
long-term security is treated as unrated but may n: 
be purchased if it has a tong-ten rating from ar. 
NRSRO?hat is below the two highest long-term ratir. 
categories. A detemination of comparability by tb. 
Board of Trustees is made on the basis of its crec 
evaluation of the issuer, which may include e 
evaluation ot a letter of credit. guarantee. insuran.: 
or other credit facility issued in support of t k  
Municipal Securities. The two highest ratings h 
Moody's for debt securities are "A%" and "Aa" and k 
S&P are "W and "A!". The highest rating f: 
domestic and foreign commercial paper is "Pime-' 
by Moody's and "A-1 ' by S8P and "SP-Ill& by S& 
or "VMIG-1" and "VMlG-2" by Moody's in the case I 
variable and floating rate demand notes. (Si 
"Description of Ratings" in the Statement of Addition. 
Information.) 

Subsequent to its purchase by the Portfol~o. ti: 
q u a t i  of an investment may cease to be rated or i: 
rating may be reduced below the minimum requtrf 
for purchase by the Portfolio. 1: this occurs, the Boa- 
of Trustees of the Fund shall reassess prow: 
whetherthe security presents minimal credit risks ar. 
shall cause the Portfolio to take such action as th 
Board of Trustees determines is in the best interes: < 
the Potffolio and its shareholders. HovievE 
reassessment IS not requrred if the secunv 
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disposed of or matures within five business days of 
the Manager becoming aware of the new rating and 
provided further that the b a r d  of Trustees is 
subsequentfy notified of the Manageh actions. 

In addhon, in !he event that a security (1) is in default, 
(2) ceases to be an eligible investmen! under Rule 
a - 7  or (3) is determined to no longer present minimal 
credit risks, the Portfolio will dispose of the security 
absent a determination by the Fund's Board of 
Trustees that disposal of !he security would no! be in 
the best interest of the Portfolio. fn the event that the 
sew* is disposed of, it shall be disposed of as soon 
as practicable, consistent with achieving an orderfy 
disposaion by sale, exercise of any demand feature, 
or otherwise. In the event of a default with respect to 
a security which immediately before default 
accounted for 1/2 of 1% or more of the Portfolio's total 
assets, the Fund shall promptly notify the Securities 
and Exchange Commission of such fact and of the 
actions that the Fund intends t.3 take ic -esponse to 
the sjtuation. 

All investments by the Fund v!ill n a t m  or will be 
deemed to mature in 397 days or lass from the date 
0: acquisition. 

The Municipal Portfolio also may purzhase any 
Municipal Securities which depends on tne credit of 
the United States Government and may invest m 
Municipal Securities which are not rate3 if, in the 
opinion of the Board of Trustees. such securities 
possess creditworthiness compa,xble to those rated 
obligations in which the Municipal Po~o l io  may 
invest. The Municipal Portfolio may, from time to 
time. on a temporary or defensive bas,s, invest in 
sholt-term. high quality United States Government 
Obligations, money market obligaiions and 
repurchase agreements. Income from any such 
temporary investments would be mable lo 
shareholders as ordinary income. It is t i e  present 
policy of the Municipai Portfo!!o tc invest only in 
securities the interest on which is tax-exexp!. This 
Portfolio will endeavor fo be invested at all times in 
Municipal Securities. It is a fundamental pzlicy of the 
Municipal Portfolio that its assets wit! be ixested so 
that at least 80% of its income will be exsrnpf from 
regular federal income taxes. The Idunicizsl Potfo!io 
may from time to time hold cash reswes. 

RISK FACTORS AND ADDITIONAL 
INVESTMENT INFORMATION 

When-lssuedand Delayed Delivery Securities 
Each of the Porlfoliios m y  purchase securities on a 
when-issued or delayed delivery basis. Delayed 
delivery agreements are commitments by any of the 
Portfolios to dealers or issuers to acquire securities 
beyond the wstomafy sameday settlement for 
money market instruments. These commitments fix 
the payment price and interest rate to be received on 
the investment. Delayed de l ie r j  agreements will not 
be used as a speculative or leverage technique. 
Rather, from time to time, the Portfolio's investment 
advisor can anticipate that cash for investment 
purposes will result from scheduled maturities of 
existing portfolio instruments or from net sales of 
shares of a Porffolio; therefore, to assure that a 
?o$foho will be as fully invested as possibfe in 
instruments meeting that Portfolio's investment 
objective. a Portfolio may enfer into delayed delivery 
agreements, but only to the extent of anticipated 
funds available for investment during a period of not 
more than five bdsiness days. 

Money Market Obligations and Municipal Securities 
are sometimes offered on a '%when-issued" basis, that 
is, the date for dekivev of and payment for the 
securities is not fixed at the date of purchase, but is 
set after the securities are issued (nomlally within 
forty-five days after the date of the transaction). The 
payment obligation and the interest rate that will be 
received on the securities are fixed at the time the 
buyer enters into the commitment. A Portfolio will 
only make commitments to purchase such Money 
Market instruments or Municipal Securities with the 
intention of actually acquiring such securities, but a 
Porlfolio may sell these securities before the 
settlement date if it is deemed advisable. 

If a Portfolio enters into a delayed delivery agreement 
or purchases a when-issued secuflty. tha: Portfolio 
will direct the custodian to place cash or other high 
grade securities (including Money Market Obligations 
and Milnicjpal Securities) in a separate account of 
such Fund in an amount equal to its delayed deliveiy 
egreements or when-issued commitments. If the 
market value of such securities declines, additiona! 

cash or securities will be placed in the account on a 
daily basis so that the market value of the aocount will 
equal the amount of such Porffolio's delayed delivery 
agreements and when-issued commitments. To the 
extent that funds are in a separate account, they will 
not be available for new investment or to meet 
redemptions. Investment in securities on a when- 
issued basis and use of delayed agreements may 
increase a Porffolio's exposure to market fluctuation; 
may increase the possibility that the Municipal 
Portfolio will incur a short-term gain subject to federal 
taxation; or may increase the possibilrty that a 
Porlfolio will incur a shoc-term loss, if the Portfolio 
must engage in portfolio transactions in order to 
honor a when-issued commitment or accept delivery 
ot a security under a delayed delivery agreement 
The Portfolios will employ techniques designed to 
minimize these risks. 

No additional delayed delkery agreements or when- 
issued commitments will be made if m r e  than 25% 
of a Funds net assets would become so committed. 
The Portfolios wit1 enter into when-issued and 
delayed delivery transactions onlj when the time 
period between trade date and settlement date is at 
leas! 30 days and not more than 120 days. 

Repurchase Agreements 

When a Portiolio purchases securities. rt may enter 
into a repurchase agreement with the seller wherein 
the seller agrees, at the time of sale, to repurchase 
the security at a mutually agreed upon time and price, 
thereby detemining the yield during the purchaser's 
holdtng period. This arrangement results in a fixed 
rate of return insutated from make: fluctuations 
during such period. The United States Government 
Portfolio may only enter into repurchase agreements 
which are coltateralized by obligations issued or 
guaranteed by the United States Government. The 
Money Market Po?lfolio and the Municipal Portfol~o 
may enter into repurchase ag:eemen!s wth member 
banks of the Federal Resenre System and with 
braker-dealers who are recognized as prjmary 
dealers in United States government secuAies by the 
Federal Resenre Sank of New York whose 
creditworthiness has been revieweed and found to 
meet the investment criteria of the Portfolto. Atthaugh 
the securities subject to the repurchase qreement 

might bear maturities exceeding 397 days, settlemen, 
for tfie repurchase would never be more than on€ 
year after the Portfolio's acquislion of the securities 
and normally wkl be within a shorter period of time 
The resale price hiU be in excess of the purchax 
price, reflecting an agreed upon market rate effectivs 
for the period of time the Porlfolio's money will be 
invested in the security, and will not be related to ths 
coupon rate of ?he purchased security. At the time i 
Portfolio enters into a repurchase agreement th. 
vabe of the underlying security, including accruec 
interest, wit1 be equal to or exceed the value of t h ~  
repurchase agreement and, in the case of E 
repurchase agreement exceeding one day, the selle: 
will agree that dle value of the underlying secum 
including accrued interest, will at all times be equal tc 
or exceed the value of the repurchase agreemen: 
Each Porffolio may engage in a repurchasE 
agreement with respect to any security in which tha 
Portfotio is authorized to invest, even though thG 
underlying secum may mature in more than ont 
year. The cottatera securing the sellets obligatio: 
must be of a creda quality at least equal to thf 
Portfolio's investment criteria for Portfolio secudie: 
and will be held by the Portfolio's custodian or in thr 
Federal Reserve Book Entr?, System. Nevertheless 
if the seller of a repurchase agreement fails tc 
repurcfiase the obligation in accordance with t k  
terms of the agreement, the Portfolio which enterer 
into the repurchase agreement may incur a loss tc  
the extent that the proceeds it realized on the sale o- 
the underlying obligation are less than the repurchasE- 
price. Repurchase agreements may be considerec 
loans to the seller of the undertying security. Income 
with respect to repurchase agreements is not tax- 
exempt. If bankruptcy proceedings are commencez 
wlh respect to the seller, :he Po~ol io 's reatizatio: 
upon !he collateral may be delayed or limited. Eack 
Porflolio may invest no more than IOYD of its no: 
assets in illiquid securities including repurchas6 
agreements maturing in more than seven days. See 
"Investment Restrictions" herein. A Portfolio may 
however, enter into "continuing con:rad" or "open 
repurchase agreements under which t i e  seller 15 
under a continuing obligation to repurchase thc 
underlying obligation from the Porlfolio on dernanc 
and the effective interest rate is negotiated on a dail:., 
basis. 
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Securities purchased pursuant to a repurchase 
agreement are held by the Fund's custodian and 
(i) are recorded in the name of the Porifolio with the 
Federal Reserve Book Entiy System or (ii)the 
Portfolio receives daily written confirmation of each 
purchase of a security and a receipt from the 
custodian. The Portfolios purchase securities subject 
to a repurchase agreement only when the purchase 
price of the security acquired is equal to or less than 
its market price at the time of purchase. 

Puts for the MunicipaI Portfolio 

The Municipal Portfolio may purchase municipal 
bonds or notes with the right to resell them at an 
agreed price or yield within a specified period prior to 
maturity to facilitate portfo[io liquidily This nght to 
resell is known as a "put." The Municipal Portfolio 
may also acquire a "Stand-by Commitmenr when it 
purchases municipal bonds or ndes, which is 
essentially equivalent to a " p t f  option. A Standby 
Commitment is a right of the Munici3al Po~o l io ,  when 
it purchases Munjcipal Secillities far its portfolio from 
2 braker, dealer or other finanzial institutim, to se!l !he 
same principal amount of such securities back to !he 
se!ler. at the MuniciFal Portfolio's option, at a 
spectied price. The aggregate price paid for 
securities wtth puts may be higher than tire price 
which othervisa would be paid. Consistent with the 
invesiment objectives of this P&oiio a id  su5ject to 
ihe supervision of the Trustees. the pilmose 0;' this 
practice is to permit the Po;ffolio to be fully invested in 
tax exempt securities while maintaining the 
necessary liquidity tcr purchase securities on a when- 
issued basis, to meet unusually large redemptions. to 
purchase at a later date securities other than those 
suSject to the put. The acquisition or exerzisibiltiy of a 
Stand-by Commitment by the Municipal Portfolio will 
not affect tile valuation of ihe average weighted 
matu:ity of its underlying portfolio securities. The 
arincipal risk of puts is that the pu: writer may default 
on its obligation to repurzhase. The Manager will 
monitor each writer's abitity to meet i:s obligatjons 
under puts. See "lnvesimer,t Restrictions" and "Tax 
Status" in the Staternent of klditional Information. 

The amortize3 cost melnod is used by the Money 
M a k t  P o ~ o i i o  and tile Idunicipal Portfolio to value 
any municipal securities; nz value is assigned ?o any 

puts such municipd securities. The cost of any 
such put is carried as an unrealized loss from the 
time of purctmse until it is exercised or expires. 

Private& Placed Securities 

The Money Market Portfolio and tke Municipal 
Porffolio may invest in securities issued as part of 
privateb negotiated transactions between an issuer 
and one or more purchasers. Exoept with respect to 
certain commercial paper issued in reliance on the 
exemption from regulations in Section 4(2) of the 
Securities Act of 1933 (the "Securities Act') and 
securities subject to Rule 144A of the Securities Act 
which are discussed below, these seculities are 
Vpically not readily marketable and are therefore 
considered illiquid securities. The price these 
Portfolios pay for illiquid securities, and any pice 
received upon resale, may be lower than the price 
paid or received for similar securities with a more 
liquid market. Accordingly. the valuation of privatety 
placed securities purchased by a Portfolio will reflect 
any limitations on their liquidity. As a matter of policy, 
a Portfolio will no? invest more than 1096 of the market 
va!ue of the net assets of the Portfolio in repmhase 
agreements maturing in over seven days and other 
r!i.cuid investments. 

Tnese Portfolios may purchase securities fhat are not 
rez!stered ("restricted securi!ies") under the Securities 
Act, but can be Dffered and sold to 'qilalified 
institutional buyers" under Rule f 4 4 A  of the Securities 
Act. These Por'rtolios may also purchase certain 
commercial paper issued in reliance on the 
exemption from regulations in Section 4(2) of the 
Securities Act ("4(2) Paper"). However, a Portfolio 
wili not invest more than 10% of as net assets in 
illiquid investments, which indude securities for which 
:here is no readily available market, securities subject 
to contractual restriction on resale, certain 
hves:ments in asset-Sacker? and receivable-backed 
semities and res:ricted securities (unless, with 
respect to these securities and 4(2) Paper, the Fund's 
TrJStePS continuously determine, based on tile 
rrading markets for :he specific restricted seccrity ihat 
it is hquid). The Trirstees may adopt guideiines ard 
deiegate to the Manage; the daily function 9 
datemining and monitoring liquidity of r&licted 
securjtjes and 4(2) ?aper. The Trustees, however, 

will retain sufficient oversight and be ultimately 
responsible for these determinations. 
Since it is not possible to predict with assurance 
exactly how this market for restricted securities sold 
and offered under Rule 144A will develop, the 
Twstees will carefully monitor the PorffoIios' 
investments in these securities, focusing on such 
factors, among others, as valuation, liquidity and 
avaitability of information. This investment practice 
could have the effect of increasing the level of 
illiquidity in a Portfolio to the extent that qualiied 
institutional buyers become for a time uninterested in 
purchasing these restricted securities. 

INVESTMENT RESTRlCTIoNS 

The fund operates under the following investment 
restrictions wfiich, together with the investment 
objective of the Fund, may not be changed without 
shareholder approval and which apply to each of the 
Portfolios. 

The Fund may not: 

a) invest more than 5% of the totd market value of 
any Porlfolio's assets (determined at the time Gf 
the pnposed investment and giving efiect 
thereto) in the  securities of any one issuer other 
than the United States Government, its agencies 
or instrumentalities; 

b) with respect to the U.S. Treasury Porfolio and 
the Money Market Portfolio, invest more than 
259'0 of the value of the Portfolio's total assets in 
securities of companies in the same industry 
(exctuding United States government secuaies 
and, as to the Money Market PorIfolio only, 
certificates of deposit and bankers' acceptances 
of domestic banks) and, with respect to the 
Munjcipal Portfolio, purchase (i) pollution control 
and industrial revenue bonds or (ii) securities 
which are not Municipal Obligations if in either 
case the purchase w d d  cause more than 2556 
of the value of the Portfolio's total assets to be 
invested in companies ir! the same industty poi 
the purpose of this restriction wholly-owned 
finance companies are considered to be in the 
industry of their parents if thei: activities are 
similarly related to financing the activities of their 
parents); 

C) acquire securities that are not readily marketable 
or repurchase agreements calling tor resale 
within more than Seven days if, as a result 
thereof, mre than 10% of the value of its net 
assets would be invested in such illiquid 
securities; 

d) invest mre than 5% of a Potfolio's assets in 
securities that are subject to undertylng puts from 
the same institution. and no single bank shall 
issue its letter of credit and no single financial 
institution shall issue a credit enhancement 
covering more than 5 O A  of the total assets of the 
Fund. However, if the puts are exercisable by 
the Porffolio in the event of default on payment of 
principal and interest on the underlying security, 
then the PorTlolio may invest up to 10% of its 
assets in securities underlying puts issued or 
guaranteed by the same institution; additionally, a 
single bank can issue its teller of credit or a 
single financial institution can issue a credit 
enhancement cwering up to 10% of the 
Portfolio's assets, h e r e  the puts offer the 
Podolio such default protection; 

e) make loans, excep! that the Fund may purchase 
fGr a Portfolio the debt securities desclibed above 
under "Investmen: Objectives, Policies and 
Risks' and may enter into repurchase 
agreements as therein described; 

r) borrow money. unless ( I )  the borronring does not 
exceed 10% of the total market value of the 
assets of the PorlfoIIo with respect to vdich the 
borrowing is made (determined at the time of 
borrowing but wkthout giving effect thereto) and 
the money is bonomd from one or more banks 
as a temporary measure for ext:aordinary or 
emergency purposes or to meet tjnexpectedly 
heavy redemption requests and furthermore 
each Portfolio will not make additional 
investments when borrowings exceed 5% of the 
Portfoiio's net assets or (ii) with respect to the 
U S  Treasuly Portfolio, othewlise provided 
herein end permissible under the Act: and 

g) pledge. motgage. assign or encumber any of a 
Portfoli33 assets except to the extent necessary 
to secure a borrorving permitted by clause (d) 
made with respect to a Portfolio. 
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W A G E M E W  OF THE FUND 

Management and Investment 
Management Contract 

The Fund's Board of Trustees, which is responsible 
for the overall management and supervision of the 
Fund, has employed Reich 8 Tang Asset 
Management L.P. (the "Manager") to serve as fhe 
investment manager of the Fund under an 
Investment Management Contract. The Manager 
provides persons satisfactory to the Fund's Board of 
Tmstees to serve as officers of the Fund. Such 
officers, as well as certain other employees and 
Trustees of the Fund, may be officers of Reich & 
Tang Asset Management, Inc., the sole general 
partner of the Manager or employees of the Manager 
or its affiliates. Due to the sewices performed by the 
Manager, the Fund currently has no employees and 
its officers are not required to devote full-time :o the 
affairs of the Fund. The StatemeEt of Acldjtional 
Information contains general background infDrmation 
regarding each Trustee and prinzipal officer of tne 
Fund. 

The Manager is a Delaware limited paltners'lip and a 
registered investment adviser with its principal office 
at 600 Fifth Avenue, New York, New York 10020 
(hereinafter called the "Manager"), under an 
Investment Management Contract. 

The Manager was at June 30, 1995 investment 
manager, adviser or supervisor with respect to assets 
aggregating in excess of 57.5 billion. The Manager 
acts as manager or administrator of eighteen other 
registered investment companies and also advises 
pension tnsts, profit-sharing trusts and endowments. 

Effective Cctober 1, 1994 the Board of Trustees of 
the Func approved fhe re-execution of the Investment 
Management Contract with the Manager. The 
Manager's predecessor, New England Investment 
Companies. L.P. ("NEICLP") is the limited parfner an3 
awner of a 09.5% interest in the newly created limitsd 
partnership, Rekh & Tang Asset Management L.P.. 
?he Manager. Rejch ti Tang Asset Management. Inc. 
{a rvhal@-owned subsidiary of NElCLPl is the genera: 
partner 2nd ovmer of the remaining .596 interest of 
the Manager. Reich 8 Tang Asset Management L.P. 
has succeeded NEICLP as the Manager of the Fund. 

The re-execufion of the Investment Management 
Contract does not result in "assignment' of the 
Investment Management Contract with NEICLP 
under the Act, since there is no change in actual 
control or management of the Manager caused by 
the re-execvtion. 

New England Investment Companies, Inc. ("NElC?, a 
Massachusetts corporation, SeweS as the sole 
general partner of NEtCLP. The New England 
Mutual Life Insurance Company {The New England") 
owns approximately 67.3% of the total partnership 
units outstanding of NECLP, and Reich & Tang, Inc., 
owns approximately 22.6% of the outstanding 
partnership units of NEICLP. [n addition. NElC is a 
wholly-owned subsidiary of The New England. which 
may be deemed a 'controlling person" of the 
fvtanager. 

NElC is a holding company offering a broad array of 
mwestment styles across a wide range of asset 
categories thmgh eight !?vestment advisory/ 
management affiliates and three distribution 
sdbsidiaries which include. in addition to the 
Manager, Foomis, Sayies 8 Com?any, L.P.. Copley 
Real Estate Advisors. [nc.. Back Bay Advisors. L.P.. 
Marlborough Captal Advisors, L.P.. Westpeak 
invastment Advisors. L.P.: DraycSt Paeners. Ltd., 
TNE Investment Seruices. L.P.. New England 
Investment Associates, Inc., Reich & Tang 
Distributors LP., and an afiiliate. Capital Growth 
Pzanagement Limited Partnership. These afflia!es in 
the aggregate are investment acfvisors or managers 
tc 57 other registered investmest companies. 

The re-executed investment Management Contract 
csniains the same terms and conditions gwerning 
:he Manager's investmen! management 
responsibilaies as the Fund's previsus Investment 
Llanagernent Contract excegt for the date of 
execution and the identity of the Manager. 

Pursuant to the Investment Management Contract for 
each Portfolio, the Manager manages each Fortiolio's 
poVifoiio of securities and makes the decisions with 
respect to the purchase and sale of investments, 
s-slect to the general control d the Board of Txstees 
z: the Fund. Under :he Investmen? Management 
Cmtrast each of the Po!tfal:os will pay an ainual 

management fee of .OW0 of such Portfofio's avenge 
daily net assets. The management fees are accrued 
daily and paid monthly. The Manager, at its discretion 
may voluntarity waive all or a portion of the 
Management Fee. 

Pursuant to an Administrative Services Agreement for 
each Porfolio, the Manager p e r f o m  clerical, 
accounting supervision and o f f i  sewice functions 
for the Fund and provides the Fund with personnel to 
0) supenrise the performance of bookkeepjng and 
related services by Investors Fiduciary Trust 
Company, the Funds bookeeping agent; (ii) prepare 
reports to and filings with regulatory authorities; and 
(iii) perform such other administrative sewices as the 
Fund may from time to time request of the Manager. 
The personnel rendering such sewices may be 
employees of the Manager or its affiliates. The Fund 
also reimburses the Manager for at1 of the Funds 
operating costs including rent, depreciation of 
equipment and facitiies, interest and amortization of 
loans financing equipment used by the Fund and all 
the expenses incurred to conduct the Fund's affairs. 
The amounts of such reirnbursemants must be 
agreed upon between the Fund and the Manager. 
The Manager, at its discretion, may voluntarily waive 
all or a portion of the adrninistmtive sewices fee a:d 
the operating expense reimbursement. F x  fis 
services under the Administrative Services 
Agreement, the Manager receives an annual fee 3! 
.05% of each Poitfolio's average daily net 2ssets. 
Any portion of the total fees received by the Manager 
and its past profits may be used to provide 
shareholder services and for distriblRion of Fund 
shares. (See 'Distribution and Service Plan" herein.) 
The fees are accrued daily and paid monthly. 

In addition, Reich 8 Tang Distributors L.P., ;he 
Distributor, receives a servicing fee equal to .25 of 106 
per annum of the average daily net assets of t?e 
Ctass A shares (the "Shareholder Servicing Fee") d 
the Fund under the Shareholder Servicing 
Agreement. The fees are accrued daily and paid 
monthly. Investment management fees and 
operating expenses, which are attributable to botn 
Classes of shares of the Fund. will be altocaied daily 
to each Class of shares based on the percentage zf 
shares outstanding for each Ciass at the end of tne 
day. 

Fees 
Wm respect to each Porlfolio, the Manager has 
voluntarily agreed to waive its management and 
adminisbatbe sewices fees in whole or in part and 
reimburse each Portfolio as operating expenses to 
the extent that (i) such Portfolio's Class A shares 
total operating expenses exceed .a%, .425% and 
.45% of the Class A shares average daily net assets 
during the first, second aml third fiscal years of the 
Fund, respectively; and (ig such Porffolio's Class B 
shares total operating expenses exceed .I 5%, 175% 
and 20% of the Class B shares average daily net 
assets during the first, second and third fiscal years of 
Ehe Fund, respectively. The Manager therefore 
receives only that portion of its management and 
administrative senrices fees which, when added to all 
operating expenses does not resuk in total operating 
expenses for each Chss of shares of each Portfolio 
exceeding the amounts set forth in the preceding 
sentence during the first three fiscal years of the 
Fund. The Manager will not subsequently recoup any 
portion of the fees so waived or expenses 
reimbursed. See "Expense Limitation" in the 
Statement of Addaional Information. 

DESCRIPTION OF SHARE5 
The Fund was estabtished as a Massachusetts 
Business Tnrst under the laws of Massachusetts by 
an Agreement and Declaration of Trust dated 
January 20, 1994. The Fund has an unlimited 
authorized number of shares of beneficial interest. 
These shares are entitted to one vote per share With 
proportional voting for fractjonal shares. There are no 
conversion or preemptive rights in connection with 
any shares of the Fund. All shares when issued in 
accordance with the terms of the offering will be fully 
paid and non-zsssessaSle. Shares of the Fund are 
redeemable at net asset value, at the option of the 
shareholders. 
Each Portfolio of the Fund is subdivided into two 
classes of shares of beneficial interest, Class A and 
Class B. Each share, regardless of Class, vtll 
represent an interest in the same portfolio of 
investments and will have identical voting, divjdend, 
liquidation and other rights, preferences. powers, 
restrictions, limitations, qualifications, designations 
and terms and condjtions, except that: (i) the Class A 
and ClassB shares will have different class 



designations; ( i i )  only the Class A shares will be 
assessed a Shareholder Servicing Fee of .25% of the 
average drtily net assets of the Class A shares of the 
Fund pursuant to the Rule 12b-1 Distribufion and 
Service Plan of the Fund; (iii) only the holders of the 
ClassA shares will be entitled to vote on matters 
pertaining to the Plan and any refated agreements in 
accordance with provisions of Rule 12b-1; and (iv) the 
exchange privilege Will permit sharehotdeers to 
exchange their shares onfy for shares of the same 
class of any other Portfo[io of !he Fund. Payments 
that are made under the Plans will be calculated and 
charged daily to the appropriate Class prior to 
determining daily net asset value per share and 
dividendddistributions. 
Generally, all shares will be voted in the aggregate, 
except if voting by Class is required by law or the 
matter involved affects only one Class, ~ f i  which case 
shares will be w:ed separately by Class. The shares 
of the Fund have non-cvmdla?lwe voting rights. which 
means that the holders of more than 50% of the 
shares outstanding voting fa: the election of trustees 
can elect 1OCo& of the tr-dstees if the ho!ders choose 
to do so, and, in that even;. the holders of the 
remaining shares will r;ot be able t3 eied any person 
or peEons ?o the Board of Trustees. The Fund's Ey- 
laws prsvide the holders of a majGity o: the 
outstandlng shares of the Fund present 2t a meding 
in person or by proxy will car.sti:trie a quordm for the 
tnnszction of business at all mekngs. 
HOW TO PURCHASE AND REDEEM SHARES 
Investors who have accsunts with Panicipating 
Organizations may invest in the Fund through their 
Participating Organizations :n accordance with the 
procedures established by the Paticipating 
3rganizations. Certain Particinating Orsanizaticns 
are compensated by the Dstribu:o: from its 
Shareholder Servicing Fee and by the Manager from 
its mar;agement fee for t k  performance c' these 
services. An investor who purchases shares through 
a Parlicipating Organization :ha: recei'ies payment 
from the Manager or the 3lstribu:or w/II become a 
Class A shareholder. (See "Investments Through 
Participa:iig Organizations" herein.) Ali other 
iivestzrs, and investors Wrao have ac:o~;~:s with 
Partizipating 0:pniza:ions 5ct v;no co no; wsh t3 
rnvest in the Fund through tieir Parkpatina 

Organizations, may invest in the Fund directly as 
Ctass B shareholders o! the Fund and not receive the 
benefit of the servicing functions performed by a 
Partjcipating Organization. Class B shares may also 
be offered to investors who purchase their shares 
through Participating Organizations who do not 
receive cornpensatin from the Distributor or the 
Manager because they may not be legaily permilted 
to receive such as fiduciaries. The Manager pays the 
expenses incurred in the distribution of Class B 
shares. Participating Organizations whose clients 
become Class B shareholders Will not receive 
compensation from the Manager or Distributor for the 
servicing they may provide to their clients. (See 
"Direct Purchase and Redemption Procedures" 
herein.) With respect to both Classes of shares, the 
minimum initial investment in the Fund with respect to 
each Portfolio is $1,000,000. The minimum amount 
for subsequent investments is $10,000 for all 
shareholders. 

The Fund sells and redeems l!s shares on a 
contrnuing basis a; their net asset vatue and does n d  
impose a sales charge for either sales or 
redemptions. Ail transactions in Fund shares are 
effected through the Fund's transfer agent which 
accepts orders for purchases and redemptions from 
the Distribuior and from shareholdets directly 

In order to maximize earnings on its Poffolios, the 
Fund oomaly has its assets as fully invested as is 
practicaSle. Many securities in which the Fund 
invests require immediate settlement in funds of 
Federal Reserve member banks on deposit at a 
Federal Reserve bank (commonly known as "Federal 
Funds"). 

Saares will be issued as of the first determination of 
the Fund's net asset value per share made afie: 
acceptance of the investots purchase order. An 
investor's funds will n d  be invested by the Fund 
during the period before the Fund's receipt oi Federat- 
Funds and its issuance of Fund shares. The Fund 
reserves the right to reject any purchase order to its 
shares. 

Shares are issued as of 2:30 p m ,  New York Ci 
t ine.  on ar;y Fund Business Day, as defined herein. 
32 whkh an order fo: the shares and accampanying 
Federa: Fmds a:e received by the Fund's transfer 

agent before 230 pm., New 'fork City time. Orders 
accompanied by Federal Funds and received after 
2:30 prn., New YO& city time on a Fund Business 
Day will not result in share issuance until the following 
Fund Business Day. Fund shares begin accruing 
income on the day the shares are issued to an 
investor. 

There is no redemption charge, M minimum p e h d  of 
investment and no restriction on frequency of 
withdrawals. Proceeds of redemptions are paE by 
check or bank wire. If a shareholder elects to redeem 
all the shares of the Fund he owns, all dividends 
credited to the shareholder up to the date of 
redemption are paid to the shareholder in addition to 
the pioceeds of the redemption. 

The date of payment upon redemption may not be 
pcjstponed for more than seven days after shares are 
tendered for redemption, and the right of redemption 
may not be suspended, except for any period during 
which the New York Stmk Exchange, Inc. is closed 
(other than customary weekertd and holiday closings) 
or during which the Securities and Exchange 
Commission determines that trading thereon is 
restricted. or for any period during which an 
emergency (as determined by the Securities and 
Exchange Cornmission) exists as a result of which 
disposal by the Fund of its securities is not 
reasonably practicable or as a result of which il is not 
reasonably practicable for the Fund fairly to 
deternine the vatue of its net assets. or for such other 
period as the Securities and Exchange Commission 
may by order permit for the protection of the 
shareholders of the Fund. 

Redemption reques?s received by the Fund's transfer 
egent before 2:30 p.m.. New York City time. on any 
day on which tne New York Stock Exchange, tnc. is 
open for trading become effective at 2:30 p.m. that 
dzy, A redemption request received after 230 p.m. 
on any day on which the New York Stock Exchange, 
tnc. is open for trading becomes effedive 3r. the next 
F-nd 9l;siness Day. Shares redeemed are n3t 
entitled to participate in dividends declared on the d2y 
or 2fter the day a redemption becomes effective. 

The Fund has reserved the nght to redeem the 
shares of any shareholder if the net asse: value of all 
:he remaining shares in his account after a withdrawal 

is less than $250,000. Wriften notice of m y  such 
mandatory redemption will be given at least 30 days 
in advance to any shareholder whose account is to 
be redeemed or the Fund may impose a monthly 
service charge of $10 on such accounts. During the 
notice period any shareholder who receives such a 
notice may (vhthoui regard to the n o m l  $lO,oOO 
requirement for an additjonal investment) make a 
purchase of additional shares to increase his total net 
asset value at least to the minimum amount and 
thereby avoid such mandatory redemption. 
The Fund has reserved the right to charge individual 
shareholder accounts for expenses actually incurred 
by such account for postage, wire transfers and 
certain other shareholder expenses. as well as to 
impose a monthly sewice charge for accounts whose 
net asset value falls below the minimum amount. 
hvesfmenh Through 
Participating Organizations 

Participant Investors nay, if they v k h .  invest in the 
Fund through the Participating Orgaiizations with 
which they have accounts. "Participating 
Organizations' are securities bioke:s, Sank and 
financial institutions or other indastry professionals or 
organizations which have entered int3 shareholder 
sewicing agreements with the DlsttribGor wi:h respect 
to investment of their customer acc9un;s in the Fund. 
When instructed by its custsmer tc purchase or 
redeem Fund shares, the Partkipatins Organjzafon. 
on behalf of the customer, transmas to the Funds 
transfer agen: a purchase or redempticn order, and in 
the case of a purchase order, payment for the shares 
being purchased. 

Participating Organizations may confirm to their 
custamers who are shareclc!ders in the Fund each 
purchase and redemp:ion of Fund sClares for the 
customers accounts. Also. Participating 
Oroanizations may send their custo%ers periodic 
acGotlnt statements shaving the total r m b e r  of Fund 
shares owned by each cuGomer as of the statement 
closing date, purchases and redernpiioEs of Func 
shares by each customer during the period covered 
by the statemen! and the income earned by Fund 
shares of each customer during the stiternent period 
(including dividends paid in cash c: reinvested ir 
aadiional Fund shares). Particioant Irwestors whose 



Participating Organizations have not undeltaken to 
provide such Statements Will receive them from the 
Fund directly. 

Participating Organizations may charge Participant 
Investors a fee in connection with their use of 
specjalized purchase and redemption procedures 
offered to Participant Investors by the Pa$icipating 
Organizations. In addition, Paiticipating 
Organizations offering purchase and redemption 
procedures similar to those offered to shareholders 
who invest in the Fund directly may impose charges, 
limitations, minimum and restrictions in addition to or 
different from those applicable to shareholders who 
invest in the Fund directly. Accordingly. the net geld 
to investors who invest through Participating 
Organizations may be less than by investing in the 
Fund directly. A Participant Investor shc-uld read Ibis 
Prospectus in conjunction with the materials provided 
by the Participakg Orgznization describing the 
procedures under vihich Fund shares may be 
purchased and redeemed tnrough ;nf Paricipating 
Organization. 

In the case of qualiiied PaTicipating O:canizations, 
orders received by the Fund's transfer agent before 
2:30 pm.. New York Civ tme. on a FJnd 3usiness 
Day, withwt accompanying Fedem Fuids will result 
in the issuance of shares on that day pro?lijed that 
the Federal Funds required in connectlon with the 
orders are received by the Fund's transfer agent 
before 2:30 p.m.. New York City time. s n  that day. 
Orders for which Federa Funds are received after 
2 3  p.rn.. New York City time. will not result in share 
issuance until the following Fund Business Day. 
Participatigg Organizations are responsiSle far 
instituting procedures to inswe that purchase orders 
Sy their respective clients are processed 
expedfiiously. 

DlRECT PURCHASE AND 
REDEMPTION PSOCEDUFTES 
The fallowing purchase and redemption procedures 
a ~ p I y  to investors who wish t> invest I 
directly. These investors maj, obtain the subscriptjon 
order f o m  necessay to open an account Oy 
telephoning the Fund a! eithe- 212-830-5228 (within 
New York Stae) or at 800-241-3263 (tali iree ou!sidE 
New York Statel. 

All shareholders will receive from the Fund a monthly 
statement tisting the total number of shares of each 
Potfof i  owned as of the statement closing date, 
purchases and redemptions of shares of each 
Portfofio during the month covered by the statement 
and the dividends paid on shares of each Porifolio of 
each shareholder during the statement period 
(including dividends paid In cash or reinvested in 
additional shares of each Porlfolio). 
hitiai Purchase of Shares 
- Mad 
Investors may send a check made payable to the 
Fund atong with a completed subscription order form 
to: 

Institutional Daily Income Fund 
c/o Reich 8. Tang Mutual Funds 
600 Fifth Avenue 
New York New York 10020 

Checks are accepted SUbjectto co!lection a: full value 
in United States currency. Payment by a check 
drawn on any member bank of the Federal Reserve 
System can nonally be converied into FEderal 
Funds within hvo business days after recerpt of the 
check Checks &awn on a non-menbe: bank may 
take substantially longer to convert in:o Federzl 
Funds and to be invested in Fund shares. An 
investols subsciption will not be 2c:ep:ed until the 
Fund recaives Fede:al Funds. 

Bank Wire 

To purchase shares of the Fund using the Wire 
system for transmittal of money among banks, an 
investor should first okain a new accsunt number by 
telephoning the Fund at either 212-830-j220(w~th!n 
New York State) or zt 1-600-26:-3263 (ocfside New 
York State) and then instruct a member commexial 
bank to wire money immediately to: 

For U.S. Treasury Porifolio 

Investors Fiduciary T m t  Company 
ABA *? 01 OC3821 
Reich & Tang Mu:ual Funds 
3DA ~890752-33 -1 
For Instit@ionat Darly Income Fmd 
US. Treasury Pc-tioiio 

Account of (Investots Name) 
Fund Account # 
ss #frax ID.# 

For Money Market Portfolio 

Investors Fiduciary Trust Company 
ABA #101003621 
Reich &Tang Mutual Funds 

For lnstautional Daily Income Fund 
Money Market Portiolio 
Account of (Investor's Name) 
Fund Account # 
SS #flax I.D.# 

For Municipai Porlfolio 
Investors Fiduciary Trust Company 
ABA #I01003621 
Reich &Tang Mutual Funds 

For Institutional Daily Income Fund 
Municipal Porttolio 
Account of (lnvestor's Name) 
Fund Account # 
SS #Tax I.D.# 

DDA #890752-951-1 

DDA #890752-951-1 

The investor should then promptly complete and mail 
the subscliption order form. 
An investor planning to wire funds should instruct his 
bank eariy in the day so the wire transfer can be 
accomplished the same day. There may be a charge 
by the investots bank for transmining the money by 
bank wire and there also may be a charge for use of 
Federal Funds. The Fund does not charge investors 
in the Fund for its receipt of wire transfers. Payrnent 
in the form of a "bank wire" received prio: to 230 
p.m., New York Cib time, on a Fund Business Day 
will be treated as a Federal Funds payment received 
on that day. 

Redemption of Shares 
A redemption is effected immediately followc.hg. and 
a? a price determined in accordance with. the next 
determination of net asset vatile per share of each 
Portfolio following receipt by the Funds transfer agent 
of the redemption order. N o m l l y  payment for 
redeemed shares is made on the Fund Business Day 

redemption is effected, provided the redemption 
request is received prior to 230 p.m., New York City 
m e  and on the next Fund Business Day the 
redemption request b received after 2% p.rn., New 
yolk City time. However, redemptjon requests will 
mt be effected unless the check (including a certified 
or cashier's check) used for investment has been 
cleared for payment by the investoh bank, currently 
considered by the Fund to o m r  up to 15 days after 
investment. 
A shareholdets original subscription order form 
permfis the shareholder to redeem by written request 
and 10 elect one or more of the additional redemptron 
procedures described below. A shareholder may 
only change the instructjons indicated on his original 
subscription order f o n  by transmitting a written 
direction to the Fund's transfer agent. Requests to 
institute or change any of the additional redemption 
pmadures will require a signature guarantee. When 
a signature guarantee is called for, the shareholder 
should have "Signature Guaranteed" stamped under 
his signature and guaranteed by an eligible guarantor 
institution which includes a domestic bank, a 
domestic savings and loan institution, a domestic 
credit union, a member bank of the Federal Resewe 
System or a member firm of a national sectlrties 
exchange. pursuant to the Fcrnds transfer agenf's 
standards and procedures. 
VJrritrsn Reouests 
Shareholders may make a redemption in any amount 
by sending a written request to: 

Institutional Daily Income Fund 
cib Reich &Tang Mutual Funds 
600 Fifth Avenue 
Nsw York, New York 10020 

All winen requests for redemp:ion must be signed by 
the shareholder with signature guaranteed. N o m t l y  
the redemption proceeds are paid by check mailed to 
the shareholder of record. 
Teleohone 
The Fund accepts telephone requests fcr redemption 
from shareholaers who elect this cption. The 
proceeds of 2 telephone redemption wilL be sent to 
;he shareholder at his address or to his bank account 
as set forth in the srrbscriptkn order form or in .a 
subseouent signature guaranteed writter: 
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authorization. Redemptions following an investment 
by check will not be effected until the check has 
cleard,  which could take up to 15 days after 
investment. The Fund r a y  accept telephone 
redem?tion instructions from any person with respect 
to a m u n t s  of shareholders who elect this service, 
an3 tms shareholders h k  possible loss of dividends 
in the event of a telephone redemption not authorized 
Sy !hem. Telephone requests to wire redemption 
prccsds  must be for amounts in excess of $io,ooo. 
The Fund will employ reasonable procedures to 

that telephone redemption instrudions are 
, and will require that shareholders electing 
tion provide a form of personal identzicatjon. 

Tht iaililre by the Fund to employ such reasonaHe 
prxzs'urzs may ca~'se the Fund to be liable to: any 

:edr~.j%ns based upon unauthorized or fraudulent 

ed 3r discontinued at any time won 60 days 

.L, s-aFe?older making a telephone withdrawal should 
cal. r?e Fund at 212-830-5220; outside New York 
32:; at 800-241-3263 and state (i) the name of the 

t i um je r  with the Fund, (iii) the amount to be 
n a?3 (iv) the nams of the persm requesting 

i-!::%3r on the same Fund Business Day the 

:ez-sst IS received prior to 230 p.m., New York Ci 
t i r e  and on the next Fund Business Day if the 
re,;-:zt.m request is received sfter 2:30 p.m., New 

Exchange of Shares 
kr. 'T:'eslor may, without cost. exchange shares from 
515 Po3olio of the Fund into the same Class of 
= ,: of anjj dher Porlfolio of :he Fmd. subject to 
'7 .. - z S1 .cO0.003 minimum initial investment 
re:: rement per Portfolio. the avajiabikty of such 
s-z-5-s m i  :he rraintenance of the sqgested 

,., I _ 1 I L i  balance of S250,OOO. Shares are 
e x z - a q e c  cn Re basis of re!ative net asse! value 
~ 2 -  s-,are. Exchanges are in effect reSerptions from 
z r z  ?o';olio and pxckses  of another Po~olio; and 
t7e =sWrc's purchase and redercpmn Drocedures 

:rr3=b -<--- i x u r e d  by investors due to telephone 

,,.-.- .. :..-:tions. The telephone redemption option may 

..E-I nztica :o shareholders. 

s - z ~ c h - '  ,_  _ ,  r ~ . 3 e r  ' appearing on the Fund's recorbs, (ii) his 

t i ^  I iy _-1 Tdem;ri,sn. Usually, the proceeds are sent to the 

.-I'T ,.?tion is effected, provided the redemption 

v0-1 mziq; time. 

_ _ - _ _ _  

-,.- - ,- 

and requirements are apphcabte to exchanges. An 
exchange pursuant to this exchange privilege is 
treated for federal income tax purposes as a sale on 
which a shareholder my realize a taxable gain or 
loss. See "Purchase and Redemption of Shares' 
herein, 
The exchange privilege is available to shareholders 
resident in any state in which shares of the 
investment company being acquired may legally be 
sotd. Before makjng an exchange, the investor 
should review the current prospectus of the 
investment company into which the exchange is 
being made. Prospectuses may be obtained by 
contacting the Fund at the address or telephone 
number listed on the cover of this Prospectus. 
lnstrudions for exchange may be made in writing to 
:he Transfer Agent at the appropriate address listed 
herein or. for shareholders who have elected that 
o?tion, by telephone. The Fund reserves the right to 
reject any exchange request and will notify 
shareholders accordingly. 
DlSTRlBUTlON AND S€RV/C€ PLAN 
Pursuant to Rule 12b-1 under the Act, the Securities 
and Exchange Commission has required that an 
investment company which bears any direct or 
indirect expense of distributing i!s shares ?wst do so 
only in accordance with a plar! permitted Sy the Rule. 
Effedwe January 26, 1995. the Fund's Board of 
Trustees and Class A shareholders adopted a ' 
distribution and sewice plan (the "Ptan") and, 
pursuant to the Plan, the Fund and Reicn & Tang 
Distriblnors L.P. (the "Distributor") have entered into a 
Distribution Agreement and a Shareholder Servicing 
Agreement (with respect to the Class A shares of the 
Fund only). 
Reich 8 Tang Asset Management, Inc. SEWS as the 
sole general partner for both Rekh & Tang Asset 
Managemen: L.P. and Reich & Tang Distributors 
L.P., and Reich & Tang Asset Management L.P. 
serves as the scle limited partner ot the Distribmor. 
Under the Distribution Agreement. the DistfcGor 
sewes as distribirtor of the Fund's shares and. for 
nominal consideration and as agent for the Fund, will 
sslicjt orders for the purchase of the Fund's shares, 
provided that any orders rv2l not be bir;diq on the 
Fund until accepted by the Fund as pnncipal. 

, 

Under the Shareholder Servicing. Agreement, the 
Distributor receives, with respect to the Ctass A 
shares, a service fee equal to .8% per annurn of the 
Chss A shares' average daily net assefs {the 
Shareholder Sewicing Fee'? for providing penonal 

shareholder swvices and for the maintenance Of 
shareholder accounts. The fee is acctued daily and 
paid monthly and any portion of the fee m y  be 
deemed to be used by the Distributor for payments to 
Participating Organizations with r e s w t  to their 
provision of such sew,ices to their clients or 
customers who are shareholders of the Class A 
shares of the Fund. The Class B shareholders do not 
receive the benefn of such services from Participating 
Organizations and. therefore, will not be assessed a 
Shareholder Servicing Fee. 

The Plan and the Shareholder Sewicing Agreement 
provide that. in addition to the Shareholder Servicing 
Fee, the Fund will pay for (i) telecommunications 
expenses including the cost of dedicated lines and 
CRT terminals, incuned by the DistribbTx and 
Participating Organizations in carrying ou! their 
obligations under the Shareholder Servicing 
Agreement and (ii) preparing, printing and delivering 
the Funds prospectus to existing shareholders of the 
Fund and preparing and printing subscription 
appiication forms for shareholder accounts. 

The Plan provides that the Manager may make 
payments from time :o time from its own resmrces. 
which may include the management fee and past 
profits for the following purposes: (i) to defray the 
costs of, and to compensate others, including 
Participating Organizations with whom the Distributor 
has entered into written agreements, for performing 
shareholder servicing on behalf of the Class A shares 
of tile Fund; Q) tcr compensate certain Participating 
Organizations fo: providing assistance in distributing 
the of fhe Class A shares; and (iii) to pay the costs of 
printing and distrjbuting the Fund's prospectus to 
prospective investors, and to defray the cos: of the 
preparation and printing of brochures and other 
promotional materials, mailings to pnspectiw 
shareholders, advertising, and other promotional 
activities. including the salaries and/or commissions 
d sales personnel in connection wtth the dis?ribrrtion 
of the Fund's shares. The Distributor may also make 
payments from time to time from its own resources, 

which may include the Shareholder Servicing Fee 
(with respect to Class A shares) and past profits, for 
the purposes enumerated in (I) above. The Manager 
and Distributor may make payments to Participating 
Organizations for providing certain of such services 
up to a maximum of (on an annualized basis) 40% of 
the average daily net asset value of the Class A 
shares serviced through the Participating 
Organizations. The Distributor will determine the 
mount of such payments made pursuant to the Plan, 
provided that such payments will not increase the 
amount whksh the Fund is required to pay to the 
Manager and Distributor for any fiscal year under 
either the Investment Management Contract in effect 
for that year or under the Shareholder Servicing 
Agreement in effect tor that year. 
The Glass-Steagall Act and other applicable laws and 
regulations prohibfi banks and other depositoty 
institutions frDm engaging in tine wsiness of 
underwriting, selling or distributing most Types of 
securities. However, in the opinion of the Manager 
based on the advice of counsel. these laws and 
regulations do not prohibit such depository 
instkutions from providing other sewices for 
investment companies such as :he sharehoider 
servicing and retated administrative functicns referred 
to above. The Fund's Board of Trustees %ill consider 
appropriate modifications to the Fund's cperations. 
inctuding discontinuance of any payrneTs then being 
made under the Ptan to banks and other depository 
institutions, in the event of any future change in such 
laws or regulations which may affect the ability of 
such institutions to provide the above-mentioned 
services. It is not anticipated that the ciscclntinuence 
of payments to such an institJ!ion woulr! result in loss 
to shareholders Or change in the Fdnd's net asset 
value. in addi:iDn, state secrilies laws on t7is ISSUE 

may differ from the interpretations G: Ffderai law 
expressed herein and banks and imanciai institutions 
may be required to register as &ale-s prsuant t: 
state law. 

DIWENDS, DISTRIBUTIONS AND TAXIS 

Each dividend and capital Gains diSP.Xt,Gn, if any. 
declared by the Fund on its o;lls:ar.din; siarss will, a! 
the election sf each sharehoider. he pa 3 ~ T I  cash or ir 
additional shares of the same Class shares of thE 
anolicable PorTfolio having an aggrezate net asse: 



amended, for each Po~tfolio. To qualify as a 
regulated investment company, each Portfolio must 
meel certain complex tests concerning its 
investments and distributions. For each year a 
portfotio qualiies as a regulated investment 
company, the Portfolio will not be subject to federa! 
i w m e  tax on incom distributed to its shareholders 
in the form of dividends or capital gains distributions. 
Additionally, each Portfolio will not be subject to a 
federal excise tax if the Portfolio distributes at least 
98% of its ordinary income and 98% of Its capital gain 
income to its shareholders. Dividends of net ordinary 
income and distributions of net short-term capital 
gains are taxable to the recipient shareholders as 
ordinary income but will not be eligible, in the case of 
corporate shareholders, for the dividend-received 
deduction. 
The Fund is required by Federal law to withhold 31% 
of reportab!e payments (which may include dividends, 
capital gains distributions and redemptions) paid to 
shareholder urho have not compljed with IRS 
regulations. In connection wilh this withholding 
requirement, a shareholder wjll be asked to ceMy on 
his application that the social security or tax 
identification number provided is correct and that the 
Shareholder is not subject to 31% backup withholding 
for previous underrepofling to the IRS. 
Distributions f:om the United States Government 
Portfolio that are derived from interest on certain 
obligations of the United States Government and 
agencies thereof may be exempt from state and local 
taxes in ceitain states. Investors should consult their 
3wn tax advisors regarding specific questions as to 
Federal, state or I x a l  taxes. 

Nr5ASs-n VALUE 

The Fund deternines the net asset value of the 
shares of each Portfolio (computed separately for 
each Class of shares) of the fund as of 2:30 p.m., 
New Y x d  City time. by dividing the value of each 
Portiotio's net assets (i.e.. the value of its securities 
and other assets less its liabilities, including expenses 
payabte or accrued but excluding capital stock and 
surplus) by the number of shares outstanding of that 
?otfoko at the time the determination is made. The 
Fund deternines its net asset va!ue on each Fund 
Business Day. Fund Business Day for this purpose 

means any day on which the Funds CuStCdiCW is 
open for trading. Purchases and redemptions Will be 
effected at the time of determination of net asset 
value next following the receipt of any purchase 01 
redemption order. (See "Purchase and Redemption 
Of Shares" and "Other Purchase and Redemption 
Procedures" herein.) 
In order to majntain a stable net asset value per 
share of $1.00, the Funds porlfolio securities are 
valued at their amortized cost. Amortized cod 
valuation involves valuing an instrument at its cost 
and thereafter assuming a constant arortization to 
maturity of any discount or premium, except that if 
fiuctuating interest rates cause the market value of 
the Fund's portfolio to deviate more than 1/2 of 1% 
from the value determined on the basis of amortized 
cost, the Board of Trustees will consider whether any 
action should be initiated to prevent any materiat 
dilative effect on investors. Although the amortized 
cost method provides certainty in valuation, it may 
result in periods during which the stated value 3f an 
instrument is higher or lower than the price an 
investment company would receive if the instrument 
were sold, There is no assurance :hat the PorVolios 
will maintain a stable net asset value per share of 
51.00. 
GENERAL /#FORMA TIOEJ 
The Fund was established as a Massachusetts 
business trust under the laws of Massachusetts on 
January20, 1994 and il is registered with the 
Securities and Exchange Commission as a 
diversified, open-end management investment 
company. 
The Fund prepares semi-annual unaudited and 
annuaf audited reports which Include a list Of 
investment securities held by the Fund and which are 
sent to shareholden. 
Under Massachusetfs law, trustees and shareholders 
of a business trust may. in certain circumstances, be 
held personally ii&ie for its obligations. The 
Declaration of Trust of the Fund provides that no 
:ustee or shareholder will be personally liable fo* 
abligations of the Fund and that every written contrac! 
made by the Fund must cor;tain a provision tc. thit 
6ffect. If any trustee or shareholder were required t? 
pay any liability of the Fund. that person would be 

enWed to reimbursement from the general assets of 
the Fund. 
For further information with respect to the Fund and 
the shares offered hereby. reference is made to the 
Funds Registration Statement filed wilh the 
Securities and Exchange Commission and copes 
thereof may be obtained upon payment of certain 
dupkating fees. 
CUSTODIAN AND TRAJVSFER AGENT 
Investors Fiduciary Tmst Company, 127 West 1W 
Street, Kansas City, Missouri 641 05, is the Custodiar 
for the Fund's cash and securities. Fundtecb 
Services L.P., 6C€l Fifth Avenue, New York, New YOh 
10020 is the transfer agent and dividend agent for the 
shares of the Fund. The Fund's transfer agent a n c  
custdian do not assist in, and are not responsible 
for, investment decisions involving assets of the fund. 
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1 01'44 

-TEXT- 

( a  

mean 

D e f i n i t i o n s  - (1.) Amorti zed Cost M e t h t r d  of va lua t ion  s h a l l  

t h e  method o f  c a l c u l a t i n g  an investment company's n e t  a s se t  

va lue  whereby p o r t f o l i o  s e c u r i t i e s  are valued at: t h e  fund's 

a c q u i s i t i o n  c o s t  as adjusted f o r  amor t iza t ion  of premium o r  

a c c r e t i o n  o f  discoimt r a t h e r  than at the i . r  value based on current 

m a r k e t  f a c t o r s .  

( 2 )  A s s e t  B a c k e d  Secur i ty  shall mean a f ixed  income s e c u r i t y  

(ot.ker than a Goverrment s e c u r i t y )  i.ssucd by  a Special  Purpose 

Entity ( a s  h e r e i n a f t e r  d e f i n e d ? ,  substantially all. of the  a s s e t s  of 

which c o n s i s t  of  Q u a l i f y i n y  Assets ( a s  here inaf te r :  defined) . 
Specia l  Purpose Entity shal..L mean a trustl corpora t ion ,  partnership 

or o the r  e n t i t y  organized  f o r  t h e  s o l e  purpose o f  issuing f i x e d  

income secu r i .  t i e s  wbi.ch e r i t i t  1.e t h e i r  h o l d e r s  t o  receive payments 

t h a t  depend p r imar i ly  on t h e  cash f l o w  from Qua l i fy ing  Assets, but 

does not  i.nclude a regis t .ered investment company. Qual i fy ing  

A s s e t s  shall mean f i r r m c i a l  a s s e t s ,  e i t he r  f ixed  o r  revolving,  t h a t  

by  t h e i r  terms convert  i n t o  cash with in  a f i n i t e  time per iod ,  p l u s  

any r i g h t s  or ot.her assets designed t o  asslire the se rv ic ing  o r  

t i m e l y  d i s t r i b u t i o n  o f  proceeds t o  s e c u r i t y  ho lde r s .  

( 3 )  Business Day s h a l l  mean any day, o t h e r  than Saturda.y, Sunday, 

pc- 2G 
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or any customary b u s i n e s s  holiday. 

( 4 )  C o l l a t e r a l i z e d  F u l l y  in the case of a repurchase agreement 

s h a l l  mean t h a t :  

(i) T h e  value of t h e  securi t ies  c o l l a t e r a l i z i n g  the  repurchase 

agreement (reduced by  the t r a n s a c t i o n  costs  (including l o s s  of 

i n t e r e s t )  that the money m a r k - e t  fund reasonably cou1.d expect. t o  

i n c u r  i f  t h e  sel.ler d e f a u l t s )  i s ,  and dur ing  the  e n t i r e  term of  the 

repurchase agreement rcinains, at least eyzial t o  the Resa.3.e P r i c e  

(as def ined  h e r e i n a f t e r )  provided i n  the  agreement; and 

(ii) T h e  money m a r k e t  fund  o r  i t s  custodian either has actual 

physical. possession of the c o l l a t e r a l  or, in t h e  case of a s e c u r i t y  

r e g i s t e r e d  on a book e n t r y  system, the  hook entry is maintained i n  

t he  name of t he  money marke t :  fund o r  it-s custodian;  and 

( i i i )  T h e  money market: fund r e t a i n s  an unqua l i f i ed  r i g h t  t o  

possess and sell t h e  c o l l a t e r a l  i n  the  event of a d e f a u l t  by  t h e  

s e l l e r ;  and 

( i v )  The co l l a t e ra l .  c o n s i s t s  entirely o f  s e c u r i t i e s  t h a t  a r e  

direct  o b l i g a t i o n s  o f ,  o r  t h a t  a r e  fully g u a r a n t e e d  a s  to p r i n c i p a l  

and i n t e r e s t  by, t h e  IJnited S t a t e s  o r  any agency thereof ,  and/or 

c e r t i f i c a t e s  of depos i t ,  bankers' acceptances which a re  e l i g i b l e  

f o r  acceptance b y  a Federal Reserve Bank ,  and, i f  t h e  s e l l e r  i.s a 

depos i t a ry  i n s t j t u t i o n  as defined i.n 12 LJ.S.C. 1813 (c) I mor-tqage 

(41) of 

that , 
a ted  i n  

r e l a t e d  s e c u r i t i e s  ( a s  such t e r m  .is def ined  i n  section 3 ( a  

the S e c u r i t i e s  Exchange A c t  of 1934 (15 1J .S .C.  7 8 c ( a )  (41))  

at the t i m e  t h e  repurchase agreement i s  en tered  into, a r e  

t . h e  h ighes t  r a t i n g  category by  t h e  Requisi.te NRSRQs. 

(v) Resale Pri.ce shal .1  mean the purchase p r i ce  paid t o  the s c l l e r  

of the s e c u r i t i e s  p l u s  the  accrued r e s a l e  premium on such purchase 

p r i c e .  T h e  accrued r e s a l e  prerni,urn s h a l l  be t h e  amount specif i .ed i n  

t h e  repurchase agreement o r  t h e  daily amor t iza t ion  of the 

d i f f e r e n c e  between t h e  purchase pr ice  and the  r e s a l e  p r i c e  
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specified in the repurchase agreement. 

( 5 )  Conditional Demand Feat.ure! sha l l  mean a Demand Feature t h a t  

i s  not an Uncondit'ional Demand F e a . t ~ ~ r e  + 

(6) Conduit Security sh.al .1 mar: a security i ssued b y  a Municipal 

Issuer (as here inaf te r  defined) i nvo lv ing  an arrarlyement or 

agreement entered  into, d i r e c t l y  or i n d i r e c t l y ,  w i t h  a person o t h e r  

than a Munici.pa1. ISSIICY', which arrangement or agreement provides 

f o r  or secures repayment of the security. Municipal Issuer sha l l  

mean a s t a t e  or t e r r i t o r y  o f  the Wr,it.ed Stat-es ( ine lud ing  the 

District of Columbia), or any pol. i t ica1 subdi.vision or public 

instrumentality o f  a state 01 t e r r i t o r y  of the United S t a t e s .  A 

Conduit Security does not include a security that is: 

(i) F u l l y  arid i incoridit iorrally guaranteed by a Municipal. Issuer; 

or 

(ii) P a y a b l e  fKom t h e  genera l  revenues o f  the Muni.cipa1. I s s u e r  or 

other Municipal Issuers ( o t h e r  t-han those revenues derived from an 

agreement or arrangement with a person who is n o t  a Municipal 

Issuer t h a t  provides fur or secures repayment of the security 

issued by  t h e  Munic ipa l  Issuer) ; or 

(iii) Related to a project. owned amd operated by a Municipal 

Issuer; or 

ii.v) Related to a f a c i l i t , y  leased to and under the control of an 

industrial, or commercial enterprise t h a t  i s  p a r t  of a pmblic 

p ro jec t  w h i c h ,  as a whole, is owned and under the control. of a 

Municipal Issuer. 

( 7 )  Demand Feature  shall. mean: 

(i) A Put. that may be exercised either: 

(A) At. any time on no more than  30 days' notice; or 

(B) A. t  specified i . n t e rva l s  r i o t  exceeding 397 calendar days and 

upon no more than 30 days' notice; or 

(ii) A feature permitting t h e  holder o f  an Asset Backed Security 
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unconditionally to receive principal and interest within thirteen 

months of making demand. 

(8) Demand Feature Issued By A Non-Controlled Person  shall mean a 

Demand Feature i ssued by a person that, directly or indirectly, 

does nut control, and is not controlled by o r  under common control 

with t h e  i.ssuer of the security subject to t,ke Demand Feature.  

Control shall mean ' c o n t r o l '  as defined in section 2 ( a )  ( 9 )  of the 

A c t  (15 U.S.C. 80a-2(a) (9)). 

( 9 )  Eligible Security shal.1. mean: 

(i) A security with a remaining maturity of 397 calendar days or 

less t h a t  has received a short-term rating (or that has been issued 

by an issuer that has received a short-term rating with respect to 

a c la s s  of debt obl i -ga t iuns ,  or any debt o b l i g a t i o n  within that 

c ~ . ~ s s ,  that is comparable in priority and security with the 

security) by the Requisite NRSROs in one of the two highest 

short-term s a t i - n g  categories (within whi.ch there may be 

sub-categories or gradations indjcating relative standing) : or 

( i i . )  A security: 

(A) Tha.t  at the time of issuance had a remaining maturity of more 

than 391  calendar days but that has a remaining maturity of 397 

calendar days or less ;  and 

(B) Whose issuer has received from the Requisite NRSROs a r a t - i n g  

with respect to a class of debt obligations (or any debt obligation 

w i t h i n  that class) that is n o w  co1nparabl.e in priority and security 

wi,th the seciirity, in one o f  the two highest short-term rating 

categories ( w i t h i n  which there may be sub-categories or gradations 

indicating relative standing); or 

(iii) An Urirated Security that is of comparable quality to a 

5ecuri t .y  meeting the requirements of paragraphs ( a )  (9) (i) or (ii.) 

o f  this section, as determined by the money market f i ind 's  board of 

directors; Provided, lmwever, that : 
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(A) The hoard of di.rectors may base i t s  d e t e r m i n a t i o n  that a 

Standby Commitment t h a t  i s  n o t  a Demand F e a t u r e  i s  an E l i g i b l e  

S e c u r i t y  upon a finding that t h e  issuer of t h e  commitment presents 

B minimal r i s k  of d e f a u l t ;  

( B )  A s e c u r i k y  t h a t  a t  the t i m e  of issuance had a remclining 

m a t u r i t y  of  mare than  397 calendar days but  that has a remaining 

m a t u r i t y  of 397 or  less and t h a t  i s  an Unrated S e c u r i t y  i.s not  an 

Eliqible S e c u r i t y  i f  t h e  s e c u r i t y  has received a long-term r a t i n g  

from any NRSRO t h a t  i s  not w i t h i n  t h e  NKSRD's t h r e e  hiqhest 

Long-term r a t i n g s  c a t e g o r i e s  ( w i t h i n  which  t h e r e  may be 

sub-categorics or g r a d a t i o n s  i n d i c a t i n g  r e l a t i v e  standing); 

(C) A n  A s s e t  Backed Secur i . t y  s h a l l  not be an  E l i g i b l e  S e c u r i t y  

,unless it has a debt rating from an NRSRQ; and 

(D) A s e c u r i t y  t h a t  i s  subject t o  a Demand F e a t u r e  s h a l l  not: be 

a.n E l i g i b l e  S e r x r i t y  u n l e s s  : 

(1)  The Demand F e a t u r e  h a s  r e c e i v e d  a short-term r a t i n g  from an 

NRSRQ ( o r  t h e  issuer of t h e  Demand F e a t u r e  has r e c e i v e d  f rom an  

NRSRO a s h o r t - t e r m  r a t i n g  with r e s p e c t  t o  a c lass  u f  debt 

obli gaC i o n s  o r  any debt o b l i g a t i o n  w i t h i n  that class  t h a t  i s 

comparable i n  p r i o r i t y  and s e c u r i t y  to the Demand F e a t u r e ) ;  and 

(2) The i s s u e r  of the Ueinaiid F e a t u r e ,  o r  a n o t h e r  institution, 

undertakes t o  n o t j f y  promptly the  holder  of the  s e c u r i t y  i n  the 

event t h a t  the  Demand F e a t u r e  1s s u b s t i t u t e d  with a Demand Feature 

provided by another i s s u e r .  

(10) Event o f  Inso lvency  s h a l l  mean, with r e s p e c t  t o  an i s s u e r  or 

guarantor-:  

(1) An admission of inso lvency ,  the a p p l i c a t i o n  b y  t he  i s s u e r  o r  

guarantor f o r  t.he appointment of a t r u s t e e ,  r e c e i v e r ,  

rehabilitator, or  s i m i l a r  o f f i c e r  f o r  d l l  o r  s u b s t a n t i a l l y  a l l  of 

i t s  assets, a gene ra l  ass iqnment  f o r  t h e  b e n e f i t  of c r e d i t o r z ,  t h e  

f i l i n g  b y  the  i s s u e r  of' a v o l u n t a r y  p e t i t i o n  in bankruptcy or 
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a p p l i c a t i o n  for r e a r g a n i z a t - i o n  or an arrangement  w i t h  creditors; or 

( i i )  T h e  i r i s t i t u t i o n  of similar p roceed ings  by a n o t h e r  person 

which proceedings a r e  n o t  c o n t e s t e d  by  the i s s u e r  wr g u a r a n t o r :  o r  

( i i i )  The i n s t i t u t i o n  of s i m i l a r  p roceed ings  b y  a government 

agency responsible f o r  r e g u l a t i n g  the a c t ; i v i t i e s  of t h e  issuer 01 

y u a r a n t o r r  whether o r  no-t c o n t e s t e d  by t h e  i s s u e r  o r  g u a r a n t o r .  

(1.1) F i r s t  Tier Security sha l l .  mean a n y  Eligible S e c u r i t y  that . :  

(i) Has r e c e i v e d  a short-term rating ( o r  t h a t  h a s  been issued b y  

a n  i s sue r  t h a t  h a s  r e c e i v e d  a s h o r t - t e r m  r a t i n g  w i t h  respect t o  a 

class of deb,t o b l i g a t i o n s ,  o r  any  debt o b l i g a t i o n  w i t h i n  that 

c la s s1  t -ha t  is  comparable i n  p r i o r i t y  and s e c u r i t y  w i t h  the 

s e c u r i t y )  by t h e  R e q u i s i t e  NRSROs in t h e  h i g h e s t  short-t:ecm rating 

c a t e g o r y  f o r  debt  o b l i g a t i o n s  (wj th . in  which t h e r e  may be 

s u b - c a t e g o r i e s  o r  g r a d a t i o n s  ind. i .cat ing relat . i ,ve s t a n d i n g )  ; or 

(ii) Is a s e c u r i t y  d e s c r i b e d  i n  paragraph ( a )  ( 9 )  (ii) o f  t h i s  

section whose i . ssuer  h a s  r e c e i v e d  from t h e  R e q u i s i t e  NRSROs a 

s h o r t - t e r m  r a t i n g  w i t h  r e s p e c t  t o  a c l a s s  of d e b t  o b l i g a t i u n s  ( o r  

any debt obl j .ga t ion  within t h s t  class) that now is comparable in 

priority and s e c u r i t y  with t h e  securi t .y ,  in t h e  h i g h e s t  s h o r t - t e r m  

r a t i n g  c a t e g o r y  for d e b t  o b l i g a t i o n s  ( w i t h i n  which t h e r e  may be 

sub-categories o r  g r a d a t i o n s  i n d i - c a t i n g  r e l a t i v e  s tanding)  ; o r  

(iii) Is an IJnrated Secur j - ty  t h a t  ks of comparable qua1 , i ty  t o  il 

s e c u r i t y  meeting t h e  r equ i r emen t s  o f  p a r a g r a p h s  ( a )  i l l )  (i) and l i i )  

of  t h i s  section, a s  de te rmined  by t h e  fund's board  o f  d i r e c t o r s ;  o r  

(iv) Is a s e c u r i t y  issued hy a r e g i s t e r e d  inves tmen t  company t h a t  

i.s a money marke-t. fund; or 

(v) Is a Government S e c u r i t y .  

( 1 2 )  F l o a t i n g  Rate Security shal l .  mean a s e c u r i t y  t h e  t @ r ' m s  of 

which provi.de f o r  t h e  ad jus tmen t  of i t s  i n t e r e s t  r a t e  whenever a 

s p e c i f i e d  in te res t  r a t e  changes and which, a t  any time u n t i l  the  

f i n a l  m a t u r i t y  o f  t h e  in s t rumen t  01- t h e  per iod  remai-niny u n t i l  t h e  
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p r i n c i p a l  amount can be recovered through demand, can reasonab1.y be 

expected t o  have a market .  value t h a t  approximates i t s  amort-ized 

cos t .  

(13) Government Security shall. mean any Government Security as 

def ined  F n  s e c t i o n  2 ( a )  ( 1 6 )  of t h e  A c t  (15  U.S.C. 80a-Z(a) (16)). 

(14) NTRSRC) shall mean any n a t i o n a l l y  recognized statistical 

r a t i n g  organi-zat ion,  a s  t h a t  term is used. in paragraphs 

(c) ( 2 )  (vi) (E), (F) and (HI of Sec .  240.15~3-1 of t h i s  Chapter  that 

i.s not  an af€iliated person, as def ined  in s e c t i o n  % ( a )  ( 3 )  ( C )  of 

the  A c t  (15 U.S.C. 8 0 a - 2 ( a )  (3) ( C ) ) ,  of the i s s u e r  of, or  any 

i n s u r e r ,  guararikor o r  provider  of c r e d i t  support  for, t h e  security. 

(15) Penny-Hounding Method o f  p r i c i n g  s h a l l  mean the method o f  

computing an investment company's p r i c e  per sha re  f o r  purposes o f  

d i s t r i b i i t i  on, redemption and repurchase whereby t h e  current net 

asset. value  per- share  i s  rounded t o  the  nearest one percent .  

( 1 6 )  Put s h a l l  mean a r i g h t  t o  s e l l  a s p e c i f i e d  underl..yirig 

secur i ty  o x :  securit , ies wi th in  a s p e c i f i e d  period of t i . m e  and a t  an 

exercise price eqia.l to the  amortized c o s t  of the underlying 

s e c u r i t y  o r  securities p l u s  accrued. i n t e r e s t ,  if any, a t  the time 

o f  exercise, t h a t  may be so ld ,  t r a n s f e r r e d  o r  assigned only with 

the underlying s e c u r i t y  o r  s e c u r i t i e s .  A Put w i l l  be considered to 

be from the p a r t y  t o  whom t h e  money market fund will l ook  for 

payment of t h e  exe rc i se  p r i ce .  

(17) P u t  Issued b y  a Non-Controlled Person s h a l l  mean a Put 

i s sued  by  a person t h a t ,  d i . rec t ly  o r  i n d i r e c t l y ,  does n o t  con t ro l ,  

and i s  not  c o n t r o l l e d  by O L  under common con t ro l  with t h e  i s s u e r  o f  

the s e c u r i t y  subject t o  the E'ut. Control s h a l l  mean ' c o n t r o l '  as 

def ined  i n  s e c t i o n  2 ( a )  ( 9 )  o f  t he  A c t  (15 U . 2 . C  80a-2 (a )  ( 9 )  1 .  

(18) Refunded Security shall mean a debt s e c u r i t y  the  p r i n c i p a l  

and i n t e r e s t  payments of wh~.ch a re  

S e c u r i t i e s  ( ' depos i ted  s e c i i r i t i e s '  

Lo be pa id  by  Government 

that have be en i r r evoc ab 1. y 
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placed in an escrow account pursuant. t o  agreement. between t h e  

issuer of t h e  debt s e c u r i t y  and an escrow agent t h a t  is not  an 

a f f i l i a t - e d  person, as defined in sect.i.on 2 ( a )  ( 3 )  ( C )  o f  t h e  Act (1.5 

U,S.C. 80a-Z(a)  ( 3 )  ( C ) ) ,  o f  t he  i . s sue r  of t h e  debt s e c u r i t y ,  and, i n  

accordance with such escrow agreement, are pledged o n l y  t o  the 

payment of t he  debt  s e c u r i t y  and, t o  t h e  e x t e n t  t;hat excess  

proceeds a . re  avail .able a f t e r  a l l  payments of pr incj-pal ,  interes,t ,  

and appl icable  premiums on t h e  Refunded Securi t ies ,  the expenses of 

t he  escrow agent  and, t h e r e a f t e r ,  t o  t h e  i s s u e r  o r  another  pa r ty ;  

provided t h a t :  

( i )  The depos i ted  s e c u r i t i e s  s h a l l  not be redeemable prior t o  

t h e i r  f i n a l  maturity; 

(ii) A t  the time t h e  depos i ted  s e c u r i t i e s  a r e  placed i n  t h e  

escrow account, an independent c e r t i f i - e d  p'ublic accountant s h a l l  

have c e r t i f i e d  t o  the  escrow agent t h a t  t h e  depos i ted  securities 

w i l l  s a t i s f y  a l l  scheduled payments u f  p r i n c i p a l ,  i n t e r e s t  and 

applicable premiums on t h e  Refunded S e c u r i t i e s ;  and 

( k i i )  T h e  escrow agreement s h a l l  p r o h i b i t  t he  subs ' t i t u t ion  OF t h e  

deposited securities unless the s u b s t i t u t e d  s e c u r i t i e s  a r e  

Government S e c u r i t i e s  and, a t  t h e  time of such s u b s t i t u t i o n ,  t h e  

escrow agent  s h a l l  have rece ived  a certification from an 

independen.t c e r t i . f i  ed p u b l i c  accountant s u b s t a n t i . a l l y  t h e  sane a s  

t h a t  rcyui red  by  paragraph ( a )  ( 1 8 )  (ii) of t h i s  sec. t ian which 

c e r t i f i c a t i o n  shal .1  g ive  e f f e c t  to t he  s u b s t i t u t i o n .  

(19 )  Requis i te  NRSROs shall mean: 

(i) Any t w o  NRSROs tAat  have i.ssued a r a t i n g  wi th  respect to a 

s e c u r i t y  u r  c lass  o f  debt o b l i g a t i o n s  of an  issuer; or 

(ii) If o n l y  one NRSRO has  i ssued  a r a t i n g  with r e spec t  t o  such 

s e c u r i t y  o r  c l a s s  of debt  nbl igat- ions of a n  i s s u e r  a t  t he  time the 

furid purchases or r o l l s  over t h e  security, t h a t  NRSRO. 

( 2 0 )  Second T i . e r  Secur i ty  s h a l l  mean any E l i g i b l e  Secur i ty  t h a t  

p- 32- 
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i s  not a Fi.rst T i e r  Securi-Cy. Second T i e r  Conduit Secur i ty  shall 

mean any Conduit Secur i ty  t h a t  i s  an Eligible Secur i ty  t h a t  i s  riot 

a First Tier Security. 

(21) Single State  Fund s h a l l  m e a n  a Tax Exempt Fund t h a t  holds 

itself o u t  as primarily d i s t r i b u t i n g  income exempt from the income 

taxes  of a specified state or locality. 

(22) Standby Cummi . tmerz t  shall  mean a P u t  t h a t  e n t i t l e s  the holder 

to achieve same day settlement-. 

( 2 3 )  Tax Exempt Fund sha.1.l mean any money market fund t h a t  holds  

i t se l f  out  as d i s t r i b u t i n g  income exempt from regu la r  federal 

i ncome t a x .  

( 2 4 )  Total  Assets s h a l l  mean, with respec t  to a money market fund 

u s i n g  the  Amortized Cost. Method, t h e  total .  amortized c o s t  of its 

assets and, with respect to any other money marke t .  f und ,  t he  t o t a l  

market-based value of its assets .  

(25) Unconditional Demand Feature shall mean an Unconditional P 'u t  

t h a t  i s  a l s o  a Demand Feature. 

( 2 6 )  Unconditional Demand Feature Issued By A Norz-Control. Led 

Person s h a l l  mean an Unconditional Put t h a t  i s  also a Demand 

Feature Issued By A Non-Controlled Person. 

( 2 7 )  Uricondi t ional  P u t  s h a l l  mean a P u t  ( i nc lud ing  any guarantee ,  

f i n a n c i a l  guarantee  (bond) insurance,  letter of c r e d i t  or s i m i l a r  

uncondi t ional  c r e d i t  enhancement) t h a t  by i t s  t e r m s  would be 

readily exe rc i sab le  i.n the event  o f  a d e f a u l t  i n  payment: of  

principal o r  i n t e r e s t  on t h e  underlying securi . ty  o r  s e c u r i t i e s .  

( 2 8 )  United Sta t ,es  Dollar-nenominated shall mean, with re ference  

t o  a security, that all. principal .  and interest payments on such 

s e c u r i t y  a r e  payable to s e c u r i t y  holders  in United S t a t e s  dollars 

under: a l l  circxmstances arid t-hat t h e  i n t e r e s t  r a t e  o f ,  t h e  

principal. amount to be repaid, and t he  timing of payments related 

to such s e c u r i t y  do not  vary o r  f l o a t  with t h e  value of a fore ign  
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cur rency ,  t h e  r a t e  of  i n t e r e s t .  payable on f o r e i g n  currency 

borrowings,  o r  w i t h  any other:  i n t e r e s t  r a t e  o r  index e x p r e s s e d  in a 

c u r r e n c y  o t h e r  t h a n  Un i t ed  S t a t e s  dollars. 

( 2 9 )  Unrated S e c u r i t y  s h a l l  mean: 

(i) A s e c u r i t y  with a remaining m a t u r i t y  of 397 c a l e n d a r  days o r  

less  issued by a n  issuer t h a t  d i d  n o t ,  a t  t h e  t i m e  t he  s e c u r i t y  was 

a c q u i r e d  or: r o l l e d  over by t h e  fund ,  have a c u r r e n t  s h o r t - t e r m  

r a t i n g  assigned by any NRSRO: 

( A )  T o  t h e  s e c u r i t y ;  ox: 

( B f  T o  t h e  i s s u e r  o f  the s e c u r i t y  w i t h  respect t.o a c lass  of debt 

obligations 

(or any  debt o b l i g a t i o n  w i t h i n  t h a t  c l a s s )  t h a t  i s  comparable i n  

p r i o r i t y  and s e c u r i t y  w i t h  t h e  security, o r  a Demand F e a t u r e  w i t h  

r e s p e c t  t o  t h e  s e c u r i t y ;  and 

(ii) A s e c u r i t y :  

(A)  That at t h e  tjme of i s s u a n c e  had a remaining m a t u r i t y  of more 

t h a n  397 c a l e n d a r  days b u t  t h a t  has a rema in ing  m a t u r i t y  o f  397 

calendar:  days o r  less;  and 

( R )  Whose i s s u e r  had not+ a t  the t i m e  it;  was acquired or rol led 

ove r  by t h e  fund rece,i.ved from any NRSRO a s h o r t - t e r m  r a t i n g  w i t h  

r e s p e c t  t o  a class o f  debt o b l i g a t i o n s  ( o r  any debt o b l i g a t i o n  

w i t h i n  t h a t  c l a s s )  t h a t  now i s  comparable i.n priority and s e c u r i t y  

w i t h  t h e  s e c u r i t y ;  and 

(iii) A s e c u r i t y  t h a t  i s  a r a t e d  s e c u r i t y  and i s  the s u b j e c t  o f  

an e x t e r n a l  c r e d i t  s u p p o r t  agreement ( i n c l u d i n g  an arrangement  by 

which Lhe s e c u r i t y  has become a Refunded S e c u r i t y )  t h a t  was n o t  I.n 

e f f e c t  when t h e  s e c u r i t y  (or t h e  i . ssuer)  was a s s i g n e d  i t , s  r a t i . ny  

unless the s e c u r i t y  has a r a t i n g  from an NRSRO r e f l e c t i n g  t h e  

e x i s t e n c e  o f  t h e  credit, s u p p o r t  agreement. 

( i v )  A security i s  not an Unrated S e c u r i t y  i f  any debt o b l i g a t i o n  

( r e f e r e n c e  s e c u r i t y )  that :  is i s s u e d  by the same i s s u e r  and i s  

1/30/97 12.19 PM 
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comparable i n  p r i o r i t y  and s e c u r i t y  w ~ t h  t h a t  s e c u r i t y  has a 

short- term r a t i n g  b y  an NRSRO, The s t a t u s  of suck security as  an 

E1igibl.e S e c u r i t y  o r  F i r s t .  'Tier Secur i ty  s h a l l  be the  same a s  that 

of t h e  r e fe rence  security. 

( 3 0 )  Variable Rate Secur i ty  s h a l l  mean a s e c u r i t y  the  terms of 

which provide. for t h e  adji.istmcnt2 of its i n t e r e s t  r a t e  on s e t  dates 

( s u c h  a:; t h e  l a s t  day o f  a month ~c ca lendar  q u a r t e r )  and which, 

upon each adjustment u n t i l  t he  f i n a l .  m a t u r i t y  o f  t h e  iristriiment or 

t h e  period remaining u n t i l  the principal amount can be recovered 

through demand, can reasonably be expected t o  have a market. va lue  

t h a t  approximates i t s  amortized cost, 

0 (b )  Ho ld ing  O u t .  I t  s h a l l  be an unt rue  s ta tement  of ma te r i a l  fact: 

wi th in  t h e  meaning of sec t ion  34(b) of' t h e  A c t  (15  U.S.C. 

80a-33 (b) ) f o r  a reqistered investment company, in any r e g i s t r a t i o n  

s ta tement ,  application, repor t ,  account,  record,  o r  other: document 

f i l e d  or transmi.t ted pursuant  t o  the  A c t ,  inc luding  any 

advert isement ,  pamphlet, c i r c u l a r ,  form l e t t e r ,  o r  o the r  s a l e s  

l i t e r a t u r e  addressed t o  OL intended for d i s t r i b u t i o n  t o  prospective 

investors t h a t  i s  r equ i r ed  t o  be f i l e d  with t h e  Commission b y  

section 24(b) of t h e  Act (15 IJ.5.C. 8 0 a - 2 4 ( b ) )  .to: 

(11 Adopt the t e r m  'money m a r k e t '  a5 part of i t s  name o r  t i t l e  o r  

t h e  name or t i t l e  of any redeemable s e c u r i t i e s  of which it  i s  the  

i s s u e r ;  OY- 

( 2 )  Hold i t s e l f  o u t  to i n v e s t o r s  as ,  o r  adopt a name which 

suggests that i t  i s ,  a money market fund  o r  the e q u i v a l e n t  of a 

money market fund, un less  such r e g i s t e r e d  investment company meets 

the conditions of paragraphs ( c )  ( 2 )  , ( c )  ( 3 )  , and ic) ( 4 )  of t h i s  

s e c t i o n .  For purposes of  t h i s  paragraph, a name which sugges ts  

-.- - - ---_- 

t h a t  a r e g i s t e r e d  investment company i s  a money market fund o r  t h e  

equiva len t  thereof  shall inc lude  one which u s e s  such terms a s  

' cash ,  ' l i q u i d ,  ' 'money, 'ready a s s e t z '  o r  similar terms. 

pc-  35 
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( c )  Share P r i ce  Ca lcu la t ions .  The cu r ren t  p r i c e  per share, for 

purposes of d i s t r i b u t i o n ,  redemption arid repurchase,  of any 

redeemable securj ty i s s u e d  b y  any regi s t e r e d  investment- company 

('money market f u n d ' ) ,  notwithstanding t h e  r e q u i r e m e n t s  of s e c t i o n  

2 ( a )  ( 4 1 )  of t h e  A c t  (15  U.S.C.  8Oa-2(a) ( 4 1 ) )  and of SGC.  270.2a-4 

and 270.22~-1 thereunder, may be computed by  use o f  t h e  Amortized 

Cost Method o r  t h e  Penny-Rounding Method; Provided,  however, That: 

(1) Board Findings.  The b a r d  of d i r e c t o r s  o f  the  money m a r k e t  

fund  s h a l l  determine, i n  yood fai . th,  t h a t  it i s  i r z  t he  b e s t  

in te res t s  o f  the fund and i t s  shareholders  t o  main ta in  a s tab le  n e t  

a s s e t  va lue  per share  o r  stable psi.ce per  share ,  b y  v i r t u e  of 

e i t h e r  the  Amortized C o s t  Method or t.he Penny-Rounding Method, and 

that t h e  money  market fund  w i l l  cont inue t o  u s e  s u c h  method only so 

long  a s  the board o f  d i r e c t o r s  believes t h a t  i t  f a i r l y  r e f l e c t s  t h e  

market-based n e t  asse t  v a l u e  pe r  share. 

- ( 2 )  P o r t f o l i o  Matur i ty .  The money marke t  fund s h a l l  maintain a 

dol lar-weiyhted average p o r t f o i i o  m a t u r i t y  appropr ia te  t o  i t s  

ob jec t ive  o f  ilmaintaining a s t a b l e  n e t  a s se t  va lue  per  share  o r  

p r i c e  per share; Provided, however, That t h e  money m a r k e t  fund wi1.J. 

no t :  

(1) Except as provided in paragraph ( c )  ( 2 )  ( ii) o f  t h i s  s e c t i o n ,  

purchase any instrum.ent with a remaining ma tu r i ty  of g r e a t e r  than 

397 ca lendar  days;  or 

(ii) %n t h e  case  of a money market fund not using the Amor-tized 

C o s t  Method, purchase a Government. Secur i ty  with a remaining 

ma tu r i ty  o f  grea te r  than  762 calendar  days; o r  

(iii) Maintai.n a dollar-weighted average portfolio 1riaturit.y t h a t  

exceeds n i n e t y  days I 

( 3 )  P o r t f o l i o  Q u a l i t y  - ( i )  Gemeral. The money market fund shal l .  

limit i t s  p o r t f o l i a  investments,  inc luding  P u t s  and repurchase 

a gr e e m e n  t s , t o  those Un i. t. e d S t a t e s Do 1 1 a r - I?F nonii na t ed s e c i ~  c i t i e s 

12 of44 
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that the fund's board o f  directors determines present minimal 

credit r i s k s  (which determination must be based on factors 

pertaini.ng to credit qua.l.i.ty in a d d i t i o n  t.o any rating assigned t o  

such securities hy an NRSRO) and which are at the time of 

a c qu i s i t i on E L i y ib 1 e S e cu r i t i e s . 
(ii) Securities Subject to Unconditiorial Demand Features. A 

security that is subject to an Unconditional Demand F e a t u r e  may be 

determined to be an E 1 i y i b l . e  Secrxr i ty  or a F i r s t .  Tier Secucity 

based solely on whether the unconditional Uernarid Feature is an 

Eligib1.e  Security or F'i.rst Tier S e c u r i t y ,  as the case may be. 

(iii) Securities Subject, to Conditional. Demand Features. A 

security t h a t  is s u b j e c t  to a Conditional D e m a n d  Fea ture  

('Underlying Secucity') may lie determined to be an E l i g i b l e  

Security or a First Tier Security o n l y  if: 

(A) 'The Conditional Demand Feature is an Eligible Security or 

F'i.rst T i . e r  S e c u r i t y ,  as t.he case may be; and 

(B) At the time of the purchase of the Underlying Seculrity, t he  

money market fund's board of directors has determined that there is 

m i n i m a l  risk t h a t  the circumstances t h a t  would result in the 

Conditi.ona1 Demand Feature not being exerci.sable will occur; and 

(1) T h e  condi t ions  limiting exercise either can be monitored 

readily by the fund,, or relate t:.o the taxabi.I.j .ty, under federa.1, 

state nr local law, of the inter-est payments on the securi.ty; or 

( 2 )  The terms of the Conditional Demand Feature require that the 

furid will receive notice of the occurrence of the condition and t h . e  

opportunity to exercise -the D e m a n d  Fcature in accordance with its 

terms; and 

( C )  (1) If the Underlying Security has a remaining maturity u f  397 

days o r  less, the Undcrlyinq Security (or the debt securities of 

issuPr of the Underlying Security) has received a short-term rating 

by the Requ.i.site NRSKOs within the N R S R O s '  t w o  highest short-term 

A-  37 
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r a t i n g s  ca t egor i e s  (wit.hin which t h e r e  may bc sub-categories  o r  

cyradatirsns indi.cating r e l . a t ive  star,di.ng) o r ,  i f  unrated,  i s  

determined t o  be of compa,rable q u a l i t y  by the  rnaney market fund's 

hoard of d i r e c t o r s ;  o r  

( 2 )  I f  t h e  Underlying Secur i ty  h a s  a remaining m a t u r i t y  of more 

than  397 calendar d.ays, the Underlying Securi . ty  ( o r  t h e  deht  

s e c u r i t i e s  of t h e  i s s u e r  of. t he  Underlyjng Securi . ty) h a s  rece,ived a 

long-term ratkriq hy t h e  Requis i te  NRSRO:; with in  the NRSROs' t w o  

highest, long-term r a t i n g  ca t egor i e s  (wj,thin which the re  may be 

sub-ca tegor ies  or g rada t ions  i r idicat i .ny relative standing) o r ,  i f  

unrated,  i s  deter-mined t o  be of comparable q u a l i t y  by  the money 

market fund's board of d i r e c t o r s .  

(4) P o r t f o l i . o  D i v e r s i f i c a t i o n  - ( i . )  Taxable arid Nat ional  Funds - 
1rmnedi.ately a f t e r  the acyuks i t ion  o f  a n y  s e c u r i t y  (o the r  than a 

Government S e c u r i t y  or a s e c u r i t y  siibj ect t o  an Uricoridktional 

Demand Feature  Xssued By a Non-Controlled Person) ,  a money market 

fund other: than a Single S t a t e  Fund s h a l l  not  have inves ted  more 

than f i v e  percent  o f  i t s  Tota l  Assets  i n  s e c u r i t i e s  issued by the  

i s s u e r  of t h e  s e c u r i t y .  

( i i)  Single Sta te  Funds. W i t h  r e spec t  t o  7 5  percent of i t s  Tota.1 

Assets,  immediately a f t e r  t h e  a c q u i s i t i o n  of any s e c u r i t y  ( o t h e r  

than a Government Secur i ty  o r  a s e c u r i t y  sub jec t  t o  an 

Unconditional Demand Feature  Issued By a Non-Cont.rolled Person) ,  a 

S ing le  S t a t e  Fund s h a l l  no t  have inves ted  more than f i v e  percent of 

i t s  T o t a l  Asse ts  in s e c u r i t i e s  i s sued  by t h e  i s s u e r  o f  the 

s e c u r i t y ;  Provided, however, That a S ing le  S t a t e  Fund s h a l l  n o t  

l .nvest  more than five percent  of i t s  T o t a l  Assets i n  s e c u r i t i e s  

i s sued  b y  the i s s u e r  of t h e  s e c u r i t y  unless  the  s e c u r i t i e s  a r e  

First T i e r  S e c u r i t i e s .  

(iii) Safe Harbor. Notwithstanding paragraph ( c )  ( 4 )  (i.) of "chis 

sec t ion ,  a money market fund  o the r  than a S ingle  S t a t e  Fund may 
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,i.nvest up t o  twenty-five percent: of i t s  Total. Assets i n  t h e  F i r s t  

T i e r  S e c u r i t i e s  o f  a s i n g l e  issuer f o r  a period of up t.o three 

Business days a f t e r  the purchaze t h e r e o f .  

( i v )  Second T i e r  Securi t i , e s  - (A)  Taxable Funds. Immediately 

a f t e r  t h e  acquisition of any Second T i e r  S e c u r i t y ,  a money m a r k e t  

fund t-hat i s  n o t  a 'Tax Exempt Fund shall. riot have inves ted  more 

t h a n  : 

(1) The g r e a t e r  o f  one p e r c e n t  of i t s  T o t a l  Assets 01" one r n i l l i n n  

d o l l a r s  i n  s e c u r i t i e s  issued by t:hat i s s u e r  which, when a c q u i r e d  by 

t h e  money m a r k e t :  fund (either k n i - t i a l l y  'upon any subsequent. r o l l  

o v e r )  were Second Tier  Sec;urit.i,es; and 

( 2 )  Five percent of  i t s  Tota l  A s s e t s  i.n s e c u r i t i e s  which, when 

a c q u i r e d  by t h e  money m a r k e t  fund ( e i t h e r  i n i t i a l l y  or upon any 

subsequen t  roll over) were Second T ie r  S e c u r i t i e s .  

(B) Tax Exempt Funds. Imniediately a f t e r  the a c q u i s i . t i o n  of ariy 

Second T i e r  Conduit S e c u r i t , y  t ha t  i s  not subject t o  an 

Uncorrditional Demand F e a t u . r e  Issued By a Non-Controlled Person,  a 

money market fund t h a t  i s  a Tax Exempt Fund shall n o t  have invested 

more than:  

(1) The g r e a t e r  of one p e r c e n t  of i t s  T o t a l  Assets o r  one rnill.i.on 

d o l l a r s  i n  securities i s s u e d  b y  t h a t  i s s u e r  which ,  when a c q u i r e d  by 

tke money market: fund ( e i t h e r  initially or upon any subsequent ro1.l 

o v e r )  were Second T i e r  Conduit  S e c u r i t i e s  no t  subject t o  an 

Uncond i t iona l  Demand F e a t u r e  I s s u e d  By a Non-Cont.rolled Person; arid 

( 2 )  F i v e  p e r c e n t  of  i t s  T o t a l  Assets i n  Conduit  S e c u r i t i e s  which, 

when a c q u i r e d  by t h e  money m a r k e t  fund (either i n i t i a l l y  o r  upon 

any  subsequent r o l l .  o v e r )  were Second Tier  Conduit S e c u r i t i e s  not 

sub jec t  t o  an Uncond i t iona l  Demand F e a t u r e  Issued By a 

Non-Controlled Person - 
( v )  P u t s  -' (R) Genera l .  Immediately a f t e r  the acquisition of any 

Put or s e c u r i t y  sub jec t  t o  a Put, with respect. to seventy-five 

A - 3 7  
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p e r c e n t  of t h e  assets  of a money market fund, no more than t e n  

p e r c e n t  o f  the f u n d ' s  Total Assets  may be i n v e s t e d  i.n s e c u r i t i e s  

i s s u e d  by o r  s u b j e c t  t o  P u t s  from the i n s t i t u t i o n  that i s sued  the 

P u t ,  subject t o  s e c t i o n s  ( c )  (4) [ v )  ( B )  and  ( C )  of t h i s  s e c t i o n .  

( B )  Secutid T i e r  P u t s .  Immed,iately a f t e r  t h e  a c q u i s i t i o n  of any 

Put ( o r  a s e c u r i t y  a f t e r  gj ,viny e f f e c t  t.o t h e  P u t )  t h a t  i s  a Second 

Tier S e c u r i t y ,  a money m a r k e t  fund s h a l l  n o t  have i n v e s t e d  more 

than  fi .ve p e r c e n t  of i.ts Total. Assets i n  securities issued b y  or 

s u b j e c t  t o  P u t s  from t h e  i n s t i t u t i o n  that i .ssued the P u t .  

( C )  P u t s  Issued b y  Non-ControJl.ed P e r s o n s .  Tmedia te ly  after: the 

a c q u i s i t i o n  of any s e c w r i t y  sub;ject t o  a Put ,  a money market fund 

shall not  have i n v e s t e d  more t h a n  ten percent of i t s  Total Assets 

i n  s e c u r i t i e s  i s s u e d  by, o r  sub jec t  t o  P u t s  f rom the i i i s t i t u t . i o n  

t h a t  i ssued the Put ,  unless, wl.th respect t o  any 3ecur i t . y  subject 

t o  P u t s  from t h a t  i n s t i t u t i o n ,  the Put  i s  a P u t  Issued By a 

Non-Cantroiled Person, 

(vi) D i v e r s i f i c a t i o n  Calculations - (A)  General, For purpose:; of 

making c a l c u l a t i o n s  under  p a r a g r a p h s  (c) ( 4 )  (i) throuqk ( i v )  of  t h i s  

s e c t i o n :  

(1.) Repurchase Agreements. 'The a c q u i s i t i o n  of a r e p u r c h a s e  

agreement may be deemed t o  be an a c q u i s i t i o n  o f  the u n d e r l y i n g  

securities, pravi.ded t h a t  t h e  o b l i g a t i o n  o f  the s e l l e r  t o  

repurc.hase t.he s e c u r i t i e s  from the money market Fund i s  

C o l l a t e r a l i z e d  F u l l y .  

(2) Refunded S e c u r i t i e s .  The a c q u i s i t i o n  of a Refiinded S e c u r i t y  

shall be deemed t o  be an a c q u i s i t i o n  o f  a Government S e c u r i t y .  

( 3 )  Conduit  S e c u r i t i e s .  A Conduit  S e c u r i t y  s h a l l  be d.eemed to be 

i s s u e d  b y  t h e  i s s u e r  ( o t h e r  t h a n  t h e  Municipal Issuer) u l t i m a t e l y  

r e s p o n s i b l e  f o r  payments o f  i n t e r e s t  and principal. on t h e  s e c u r i t y .  

(4) Asset B a c k e d  S e c u r i t i e s ,  An Asset Racked S e c u r i t y  shall. be 

deemed t o  be i s s u e d  by  the  S p e c i a l  Purpose E n t i t y  t h a t  i s s u e d  the 

16 or44 A 4  1/30/37 12: 19 PM 
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Asset B a c k e d  Security, Provided, however, any person whose 

obligations constitute ten percent  or more o f  the principal amount. 

of the Qualifying Assets shall be deemed to be an issuer of the 

portioll  o f  t he  A s s e t  Backed Security such obligations represent.  

For purposes of the foregoinq,  if the Qualifying Assets held by the 

Special Purpose Enti.ty are themselves Asset Backed Securities 

('Sec,ondary Asset R a c k e d  Securities'), then the Special Purpose 

E n t i t y  shall be treated as holding d i r e c t l y  the Secondary Asset 

Backed Securities. 

( 5 )  Shares in Mastel: Funds. A money ma.rk.et. fund substantially al l .  

o f  the assets of which consist o f  shares o f  another money market 

fund acquired in reliance on section 12(d) (1) (E) of the Act (15 

1J.S.C. 8Oa-12(d) (1) (E)) sha l l  be deemed to be in compliance with 

t .h is  section if the board of di.rectors reasonably bel.ieves that the 

money market fund in which i t  has invested is in compliance with 

this section. 

(B) Put Diversification Cal.culations . In making calculations 
under the Put diversification requirements of  parayr-aph ( c )  (4) ( v )  

of this section, the f o l l o w i n q  rules apply: 

(1) Issuer-Provided Puts. In the case of a security subject to a 

Put f rom the samr institution that issued the underl.ying security, 

the value of the s e c u r i t i e s  subject t,a t .ke  Put may be excluded from 

the Put diversification requirements o f  paragraph ( c )  ( 4 )  ( V )  of this 

section. 

(2) Fractional Puts. In the case oE a security subject to a Put 

from. an inst,itution by which the insti'tution guarantees  a specified 

portion o f  the value o f  the security, the institution shall be 

deemed to guarantee the specifi.ed portion thereof, Provided, 

however, if the security i s  an Asset B a c k e d  Security and the P u t  i s  

a guarantee of a l l  or a portion of the first Losses with respect to 

the security, the institution provid ing  the Put shall be deemed to 

pc- 4/ 
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have guaranteed t h e  e n t i r e  p r i n c i p a l  amount of t he  security. 

( 3 )  Layered Puts .  In the case of a s e c u r i t y  subjec t  t o  Puts  from 

mul t ip l e  i n s t i t u t i o n s  t h a t  have n o t  limited t h e  ex ten t  of  t h e i r  

o b l i g a t i o n s  a s  descr ibed  i n  paragraph ( c )  (4) (vi) ( B )  ( 2 )  o f  t h i s  

s ec t ion ,  each i n s t i t u t : i o n  s h a l l  be deemed t o  have guaranteed the  

e n t i r e  principal amount of t h e  security, Proviiled, however, i n  t h e  

case of a s e c u r i t - y  subject t o  an Unconditional Demand Feature  and a 

P u t  (or Puts) t h a t  i s  not  a Dem.and Feature ,  t h e  P u t  d i v e r s i f i c a t i o n  

requirements of paragraph (c) ( 4 )  ( v )  of t h i s  secti .on need o n l y  be 

satisfied as t o  t h e  i n s t i t u t i o n  i . s su ing  t h e  IJnconditional Demand 

Feature  

(4) Pu. t s  N o t  Rel ied LJpon. I f  the f u n d ' s  board of directors  

determines t h a t  the fund is not relying on a P u t  t o  determine the 

q u a l i t y  (pursuant  t o  paragraphs (c) (3 )  (ii) o r  ( c )  (3 )  (iii) of t h i s  

s e c t i o n ) ,  o r  maturity (pursuant: t o  paragraph (d )  of t h i s  s e c t i o n ) ,  

o r  l i q u i d i t y  of t h e  p o r t f o l i o  s e c u r i t y  and maintains  a record o f  

t h i s  detcrminat ion (pursuant  t o  paragraphs ( c )  (8) (1.i.) and 

(c) ( 9 )  (vi) of t h i s  s e c t i o n )  I the Put  d i v e r s i f i c a t i o n  requirements 

of paragraph ( c )  (4) ( v )  o f  this s e c t i o n  need not be s a t i s f i e d  as 

w i t h  r e spec t  t o  such p u t .  

( v i i )  D i v e r s i f i c a t i o n  Safe  Harbor. A money market fund t h a t  

s a t f i s f i e s  t,he app.Lic-ab1.e d i v e r s i f i c a t i o n  requirements o f  paragraph 

( c ) ( 4 )  of t h i s  s ec t ion  s h a l l  be deemed t o  have s a t i s f i e d  the  

d i v e r s i f i c a t i o n  requirements of s e c t i o n  5 (b)  (1) of the A c t  (3.5 

U . S . C .  80a . -5(b)  ( I ) )  and the  r u l e s  adopted thereunder .  

( 5 )  Downgrades, Defaults and Other Events - (i)  Downgrades - (A) 

General. Upon t h e  occurrence of either of the  events  s p e c i f i e d  i n  

paragraphs ( c )  ( 5 )  ( i )  (A) (1) and (2) o f  this section with respect t o  

a p o r t f o l i o  s e c u r i t y ,  t.ke board of d i rec t .o r s  of t h e  money market 

fund  s h a l l  .reassess promptly whether such  s e c u r i t y  cont inues t o  

present m i n i m a l  c r e d i t  r i s k s  arid s h a l l  cause t h e  fund t o  t ake  such  
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a c t i o n  a s  t h e  board of d i r e c t o r s  determines is i n  t he  b e s t  

i n t e r e s t s  of t he  money market  fund and its shareholders :  

(1) A p o r t f o l i o  s e c u r i t y  of a money market, fund ceases  t o  be a 

F i r s t  T i e r  Secur i ty  (e i ther -  because i t  n.o longer  has t h e  highest 

r a t i n g  from t h e  Requisite NRSROs o r ,  in t h e  case o f  an Unrated 

Secur i ty ,  the board of d i r e c t o r s  of the  money m a r k e t  fund 

determines t h a t  i t  is  no I.onger of  comparable q u a l i t y  t o  a First 

T i e r  S e c u r i t y ) ;  and 

( 2 )  The money m a r k e t  f u n d ' s  investment adv i se r  (or any person to 

whom t h e  fiind's board of d i r e c t o r s  has delegated p o r t f o l i o  

management respansibilities) becomes aware that any Unrated 

Secur i ty  o r  Second T i e r  Secur i ty  he ld  by t h e  money market fund h a s ,  

since t h e  s e c u r i t y  was acqui red  by t h e  fund, been given a r a t i n q  by  

any  NRSRO below t h e  NKSRO's second highest r a t i n g  category.  

( B )  Securi t ies  Ta Be Disposed O f .  The reassessments r equ i r ed  b y  

paragraph ( c )  ( 5 )  ( i)  (A)  o f  t h i s  s e c t i o n  s h a l l  no t  be required if, in 

accordance with t h e  procedures adapted b y  t h e  board of d i r e c t o r s ,  

the  s e c u r i t y  4s disposed o f  ( o r  matures) with in  f i v e  Business days 

of the s p e c i f i e d  event  and, i n  the case  of  events  spec i f i i ed  in. 

paragraph ( c )  (5) (i) (A)  (2) o f  t h i s  section, t he  board i s  

subsequently n o t i f i e d  o f  t h e  a d v i s e r ' s  a c t i o n s .  

( C )  Specia l  R u l e  f o r  Ce r t a in  S e c u r i t i e s  Subjec t  t o  Demand 

Feat-ures. In  the  event that a f t e r  gi.ving e f f e c t  t o  a r a t i n g  

downgrade, more than f i v e  percen-t: of the fi ind's Total Assets  are 

invested i n  s e c u r i t i e s  i s s u e d  b y  o r  subject to Demand Fea tures  from 

a s i n g l e  i n s t i t u t i o n  t h a t  a re  Second Tier  S e c u r i t i e s ,  t h e  board o f  

d i r e c t o r s  ( o r  i t s  de lega te )  s h a l l  cause the fund  t o  reduce i t s  

investment i n  s e c u r i t i e s  i s sued  by o r  sub jec t  t o  Demand Features 

from that i n s t i t u t i o n  t o  no more than f i v e  percent of i t s  T o t a l  

Asse ts  by  exe rc i s ing  t h e  Demand F e a t u r e s  a t  the next  succeeding 

exercise date(s), absent  a f ind ing  by the  board o f  d i r e c t o r s  th ,a t  
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disposal of the portfolio security would riot be in the best 

interests o f  the money market fund. 

(ii) Defaul.t(rs arid Other Events. IJpon the occurrence of any of the 

events speci-fied j.n paragraphs ( c )  (5) (ii) (A) through (D) of this 

section with respect to a portfolio security, the  money market fund 

shall. dispose of such secur i ty  as soon as practicable consistent 

with achieving an orderly disposition of the security, by s a l e ,  

exerc-ise of any Demand F e a t u r e  or ot.herwise, absent  a Tiridling by 

the board of directors t h a t  disposa.l of the portfol..i.o security 

Would not be i n  the best i.nterests of the money market fund (which 

determination may take into account, among other f ac to r s ,  market 

conditions that could affect the orderly disposition o f  the 

port.folio securi.ty) ; 

(A) The default w i t h  respect to a portfolio security (other than 

an immaterial default unrelated to the financial condition of the 

issuer) ; 

(B) A partfo1.l.o security ceases to be an E1igibl.a Security; 

( C )  A portfo1i.o security has been determined to no longer present 

minimal credit r i sks ;  or 

(D) An Event of  Insolvency occurs w i , t h  respect to the issuer of 

or the provider of any Put with respect t o  a portfolio security 

other than a Put with respect to which a n o n - r e l i a n c e  determination 

has been made pursuant  to paragraph (c) (4) (vi) ( B )  ( 4 )  of this 

section. 

(iii) Notice to the Commission. In the event  of a default w i . t h  

respect to one QT m o r e  portfa1.i.o securities ( o t h e r  than an 

immaterial default unrelated to the financial condi t ion  of the 

issuer) or an Event of Insolvericy with respect to the issuer of the 

security or a n y  Put to which i t  is subject, where immediately 

before default the securities (or the securities subject to the 

Put) accounted f o r  1/2 of 1 percent or more of a money market 
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fund ' s  Total Asset$ ,  t h e  money market fund s h a l l  promptly n o t i f y  

t h e  Commi.ssion of such f a c t  and t h e  actions the  money market fund 

iIiteIlcls t o  t;ake i n  response t o  such s i t u a t i o n .  N o t i f i c a t i o n  under 

t h i s  paragraph s h a l l  be made t e l ephon ica l ly  or b y  means of a 

facsimile t:ransmission, followed by l e t t e r  sent: by f i r s t  c lass  

mail ,  d i r e c t e d  t o  the  a t ten tTon o f  t h e  Di.rcctor o f  t h e  Divisi.on of 

Investment Management. 

( i v )  Defaul ts  f o r  Purposes of Paragraphs ( c )  (5) (ii) and ( i i i ) .  

For purposes of paragraphs (c) (5) (ii) and (iii) o f  t h i s  section, an 

h s t r u m e n t  sub jec t  to  a Demand Feature  o r  uncondi t ional  credit 

enhancement s h a l l  no t  be deemed t o  be i n  default .  (arid an  Event, of 

Insolvency with r e spec t  to the  s e c u r i t y  s h a l l  nut  be deemed t o  have 

occurred)  i f :  

(A) In t h e  case of an instrument subject t o  a nernan.d Feature ,  t h e  

Demand Feature  has been exerc ised  arid t h e  fund has recovered e i t h e r  

t h e  p r i n c i p a l  amount or thr amortized cost of the instru.ment,, p lus  

accrued interest; o r  

( B )  The provider  of t h e  c r e d i t  enharicernent i s  cont inuing,  without 

p r o t e s t ,  t o  make payments as due on the  instrument .  

( 6 )  Required Procedures:  Amortized Cost Method. I n  the  case of a 

money market fund  usi.ng t h e  Amortized Cost Method: 

(i) General.. In supe rv i s ing  t h e  money m a r k e t  fund ' s  opera t ions  

and de lega t ing  s p e c i a l  r e s p o n s i b i l i t i e s  involving p o r t f o l i o  

managemeritr t o  t,he money market fund ' s  investment: adviserr t h e  money 

market fund ' s  board of d i r e c t o r s ,  a s  a p a r t i c u l a r  r e s p o n s i b i l i t y  

wi,thin the  o v e r a l l  d u t y  n f  ca re  awed t o  i t s  shareholders ,  s h a l l  

e s t a b l i s h  written procedures reasonably designed, t ak ing  i n t o  

account cu r ren t  market condi t ions  and the  money m a r k e t  fund's 

investment ob jec t ives ,  to stabj.3.j.ze t he  money market f u n d ' s  n e t  

asset  value per share ,  a5 computed f o r  t k c  purpose of d i s t r i . bu t ion ,  

redemption arid repurchase,  a t  a s i n g l e  va lue ,  

4 5  
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(ii) Specific Procedures. Included within the procedures adopted 

by the board of directors shall be the following: 

(A) Shadow Pricing. Written procedures s h a l l  provide: 

11) That the ex ten t  of deviation, i f  any, of the current net 

asset  value per share calculated using available market quotations 

(or an appropriate substitute which reflects current market 

conditions) from the money market fund's amortized cost price per 

share, shall be calculated at such intervals as the board o f  

directors determines appropriate and reasonable in light of current 

market conditions; 

( 2 )  For the periodic review by the board o f  directors o f  the 

amount of the deviation as well as t he  methods used  to calculate 

the deviation; and 

( 3 )  For the maintenance of records of the determination o f  

deviation and the board's review thereof. 

( B )  Prompt Consideration of Deviation. In the event such 

deviation from the money mdrket fund's amortized cos t  price per 

share exceeds 1 / 2  of 1 percent, the board of directors shall 

promptly consider what action, if any, should be initiated by the 

board of directors. 

(C) Material Dilution o r  Unfair Results. Where the board of 

directors believes the extent of any deviation from the money 

market fund's amortized cost price per share may result in material 

dilution or o t h e r  unfair results to investors OF existing 

shareholders, it shall cause the fund to take such action as it 

deems appropriate to eliminate or reduce to the extent reasonably 

practicable such dilution or unfair results. 

( 7 )  Required Procedures: Penny-Rounding Method. In the case of a 

money market fund us ing  the Penny-Rounding Method, in supervising 

the money market fund's operations and delegating special 

responsibilities involving portfolio management to the money market 

P of44 
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fund’s investment advi-ser,  k.he money market fund’s board of 

directors undertakes, a s  a particular responsibility within t,he 

overall. d u t y  of care owed to its shareholders, to assure to the 

extent reasonably pra,ct icable ,  t a k i n g  into account current market 

conditions affecting the money market fund‘s in-vestment: ob jec t ives ,  

that the money market fund , ’s  price per share as computed for the 

purpose of distribution, redemption and repurchase, rounded t o  the 

nearest: one percent, will not deviate from the s ingle  price 

established by the board of directors. 

( 8 )  Spec i f i c  Procedures : Arrwrtized Cos t  arid Penny-Rounding 

Methods. Included withi.n the procedures adopted by the board of 

directors for money m a r k e t  funds u s i n g  either the amortized c o s t  OF 

penny-rounding methods shall be the following: 

( i )  Securities for Which Maturity is Determined by Reference to 

Demand Features. In the case of a security for which maturity is 

determi,ried by reference to a Demand Feature, written procedures 

shall requi.re ongoing review of the s e c u r i t y ’ s  continued minimal 

credit risk5, which review must be based on, among other t h i n g s ,  

financial. d a t a  f o r  the most recent fiscal year o f  the issuer of the 

Demand Feature and, in the case of a security sub jec t  to a 

Conditinnal Demand Feature, the issuer of the security, whett1e.r 

such da ta  is publicly avai.1able or provided under the terms of the  

security’s governing documentation. 

(ii) Securities Subject: to P u t s .  In the case o f  a security 

subject to O K I ~  or more E’uts, written procedures shall require 

periodic evaluation o f  the determination described in paragraph 

(c) (4) ( v i )  (B) (4) (puts not relied upon) of this section. 

(iii) Adjustable Kate Securities Without Demand F e a t u r e s .  In the 

case of a Variable Rate or F l o a t i n g  Rate Security that does not 

have a D e m a n d  Feature and for which maturity is determined pursuant 
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to paragraphs (d) (11, (d) (2) or (d) ( 4 )  of this section, written 

procedures shall require periodic review o f  whether the security, 

upon readjustment of its interest rate, can reasonably be expected 

to have a market value that approximates its amortized cost. 

(iv) A s s e t  Backed Securities. In the case of an Asset Backed 

Security, written procedures shall require the fund to periodically 

determine whether a person other than the Special Purpose Entity is 

the issuer o f  all OF a portion of the Asset Backed S e c u r i t y  f o r  

purposes of paragraph (c) (4) (vi) (A) (4) o f  this section. 

( 9 )  Record Keeping and Reporting - (i) Written Procedures. For a 

period o f  not less than six years following the replacement of such 

procedures with new procedures (the first two years in an easily 

accessible place), a written copy o f  the procedures (and any 

modifications thereto) described in paragraphs ( c )  (5) through 

(c) (8) and ( e )  of this section shall be maintained and preserved. 

(ii) Board Considesations and Actions. For a period of n o t  less 

than six years  (the first two years in an easily accessible place) 

, a written record shall be maintained and preserved of the board of 

directors' considerations and actions taken in connection with t h e  

discharge of its responsibilities, as set forth in this section, to 

be included in the minutes of the board of directors' meetinqs. 

(iii) Credit Risk Analysis. For a period of not l e s s  than three 

years from the date that the credit risks of a portfolio security 

were most recently reviewed in accordance with paragraph ( c )  (8) (1) 

of this section, a written record of the determination that a 

portfolio security presents minimal credit risks and the NRSRO 

ratings (if any) used to determine the status of the security as  an 

Eligible Security, First Tier Security or Second T i e r  Security 

shall be maintained and preserved in an easily accessible place. 

(iv) Determinations With Respect to Adjustable Rate Securities. 

For a period o f  not less than three years  from the date when the 
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determination was most recently made, a written record shall be 

preserved and maintained, in an easily accessible place, of the 

determination required by paragraph ( c )  ( 8 ) ( i i i )  of this section 

(that a Variable Rate or Floating Rate Security that does not  have 

a Demand Feature and f o r  which maturity is determined pursuant to 

paragraphs ( d )  (l), (d) ( 2 )  or Id) ( 4 )  Of this section can reasonably 

be expected, upon readjustment oE its interest rate at all times 

during the life of the instrument, to have a market value that 

approximates its amortized cost). 

( v )  Determinations with Respect to Asset B a c k e d  Securities. For a 

period of riot less than three years from the d a t e  when t he  

determination was most recently made, a written record shall be 

preserved and maintained, in an easily accessible place,  of the 

determination required by paragraph ( c )  (8) (LV) o f  this section 

(whether a perscn other than the Special Purpose Entity I s  the 

issuer of all o r  a portion o f  an Asset Backed Security pursuant to 

paragraph ( c )  (vi) ( 4 )  of this section). The written record shall 

include t h e  identities of the issuers of the Qualifying Assets 

whose obligations constitute ten percent or more of the principal 

value of the Qualifying Assets, the percentage of t h e . Q u a l i f y i n g  

Asse ts  constituted by the securities of each such  i s s u e r  and the 

percentage of the fund’s Total Asse ts  that are invested in 

securities o €  each such issuer. 

(vi) Evaluations with Respect to Securities Subject to Puts. For 

a period of not less than three years from the date when the 

evaluation was most recently made, a written record shall be 

preserved and maintained, in an easily accessible place, of  t h e  

evaluation required by paragraph (c)(8) (ii) (regarding securities 

subject to one or more Puts) of this section, 

(vii) Inspection of Records. The documents preserved pursuant to 

this paragraph (c)(9) shall be subject to inspection by the 
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I 
Commission in accordance with section 3 1 ( b )  of t he  Act (15 U.S.C. 

80a-30(b)) as if such documents were records required to be 

maintained pursuant to rules adopted under section 31(a) of the Act 

(15 U.S.C. 8 0 a - 3 0 ( a ) )  If any action was t a k e n  under paragraphs 

(c) ( 5 )  (ii) (with respect to defaulted securities and events of 

insolvency) or ( c )  ( 6 )  (ii) (with respect to a deviation from the 

f u n d ’ s  share pr ice  of more than 1/2 of 1 percent) o f  this section, 

the money market fund will file an exhibit to the Form N-SAR (17 

CET? 274.101) filed f o r  the period in which the action was taken 

describing with specificity the nature and circumstances of such 

action. The money market fund will repor t  in an exhibit to such 

Form any securities it holds on the final day of t h e  reporting 

period t h a t  are not Eligible Securities. 

(d) Maturity of Portfolio Securities. For purposes of this 

section, the maturity of a portfolio security shall be deemed to be 

the period remaining (calculated from the trade date or such other 

date on which the f u n d ‘ s  interest in the security is subject to 

market action) until the date on which, in accordance with the 

terms of the security, t h e  principal amount must unconditionally be 

paid, or in t h e  case of a security called for redemption, the date 

an which the redemption payment must be made, except as provided in 

paragraphs (d) (1) through (8) o f  this section: 

(1) Adjustable Rate Government Securities. A Government Security 

which is a Variable Rate Security where the variable rate of 

interest i s  readjus ted  no less frequently than every 762 days shall 

be deemed to have a maturity equal to the period remaining until 

the next readjustment of the interest rate. A Government Security 

which is a Floating Rate S e c u r i t y  shall be deemed to have a 

remaining maturity of one day. 

( 2 )  Short-Term Variable Rate Securities. A Variable Rate 

Security, the principal amount o f  which, in accordance with the 
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terms o f  the security, m u s t  unconditionally be p a i d  in 397 calendar 

day5 or less shall be deemed to have a maturity equal to the 

earlier o f  the period remaining until the next readjustment of the 

interest rate or the per iod  remaining until the principal amount 

can  be recovered through demand. 

( 3 )  Long-Term Variable Rate Securities. A Variable Rate Security, 

the principal amount of which is scheduled to be paid in more than 

391 days, that is subject to a Demand Feature shall be deemed to 

have a maturity equal to the longer o f  the period remaining-until 

the next readjustment of the interest rate or the period remaining 

until the p r i n c i p a l  amount can be recovered through demand. 

( 4 )  Short-Term Floating Rate Securities. A F l o a t i n g  Rate 

Security, the principal amount of which, in accordance with t h e  

terms of the security, must unconditionally be paid in 391 calendar 

days or Less shall be deemed to have a maturity o f  one day. 

(5 )  Long-Term Floating Rate Securities. A Floating Rate Security, 

the principal amount o f  which is scheduled to be paid in more than 

397 days, t h a t  i s  subject to a Demand Feature, shall be deemed t o  

have a maturity equal to the period remaining until. the principal 

amount can be recovered through demand. 

(6) Repurchase Aqreements. A repurchase agreement shall be deemed 

to have a maturity equal to the period remaining until the da te  on 

which the repurchase of the underlying securities is scheduled to 

occur ,  or, where the agreement i s  subject to demand, t h e  notice 

period applicable to a demand for the repurchase of the securities. 

(7) Portfolio Lending Agreements. A portfolio lending agreement 

shall be treated as having a maturity equal to the period remaining 

until the date on which the loaned securities are scheduled to be 

returned, or where the agreemsnt is subjec t  to demand, the notice 

period applicable to a demand for the return of the loaned 

securities. 

A - 5 ,  
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( 8 )  Money Market Fund Securities. -4n investment in a money market 

fund shall be treated as having a maturity equal to the period of 

time within which the acquired money market fund is required to 

make payment upon redemption, unless the acquired money market fund 

has agreed in writing to provide redemption proceeds to the 

investing money market fund within a shorter time period, in which 

case t h e  maturity of such investment shall be deemed to be the 

shorter per iod .  

(el Delegation. The money market fund's board of directors may 

delegate to the fund's investment adviser or off icers  the 

responsibility to make any determination required to be m a d e  by the 

board o f  directors under this section (other than the 

determinations required by paragraphs ( c )  (l), (c) (5 )  (i) ( C ) ,  

(c) ( 5 )  i i i )  , (c) ( 6 )  (i), (c) ( 6 )  (ii) ( A ) ,  (B) , and ( C )  , and (c) ( 7 )  o f  

this section) provided: 

(1) Written Guidelrines.  The Board shall establish and 

p e r i o d i c a l l y  review written guidelines (including guidelines f o r  

determining whether securities present minimal credit r i s k s  as 

requi red  in paragraph ( c ) ( 3 )  o f  this section) and procedures under 

which the delegate makes such determinations: 

( 2 )  Oversight. The Board shall exercise adequate oversight 

(through periodic reviews of fund investments and the delegate's 

procedures in connection with investment decisions and prompt 

review of the adviser's actions in the event of the default of a 

security or Event of Insolvency with respect to the issuer of the 

security or any P u t  to which i t  i s  subject that requires 

notification of the Commission under paragraph (c) (5) (iii) of this 

section) to assure that the guidelines and procedures are being 

followed. 

(61 E'R 13976, Mar. 28, 1996)  

Effective Date Note: At 61 FR 13976, Mar. 28, 1996, Sec. 270.2a-7 
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was revised, effective June 3, 1996. For the convenience of the 

reader, the superseded text is set f o r t h  below. 

Sec. 270.2a-7 Money market funds. 

(a) Definitions - (1) Amortized Cost Method of valuation shall 

mean the method of calculating an investment company's net asse t  

va lue  whereby portfolio securities are valued at the fund's 

acquisition cost a5 adjusted for.aniortization o f  premium or 

accretion of discount rather than at their value based on current 

market factors. 

(2) Business day means any day, other than Saturday, Sunday, or 

any cust.omary business holiday. 

( 3 )  Collateralized fully in the case of a repurchase agreement 

shall mean t h a t :  

(i) The value of the securities c o l l a t e r a l i z i n g  the repurchase 

agreement (reduced by the transaction costs (including loss of 

interest) that the money market fund reasonably could expect to 

incur if the seller defaults) is, and during the entire term of the 

* repurchase agreement remains, at least equal to the resale  pr ice  

provided in the agreement;, and 

(ii) The money market fund or its custodian either has a c t u a l  

physical possession of the collateral or, in the case of a security 

registered on a book entry system, the book entry is maintained in 

the name of the money market fund or its custodian: and 

(iii) The money market fund retains an unqualified right to 

possess and sell the collateral in the event of a default by the 

seller; and 

(iv) The collateral consists entirely o f  Government securities or 

securities that, at the time the repurchase agreement is entered 

into, are rated in the highest rating ca tegory  by t h e  Requisite 

NRSROs. 

(4) Demand Feature shall mean a Put that entitles the holder to 
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Minimize excess balances and maximiza 
your return on svailable funds with First 
Union's Sweep Investment Service - the 
simple and safe method of increasing 
your company's eamlngs. 

W!h our Sweep Investment Sewice, your company 
will never have to womy about making the most of idle 
cash. Each night, excass collected funds in your 
commercial checking account will be Momat- 
invested in Overnight Repurchase Agreements. The 
minimum investment amount is $50,000, with 
incremental increases of $1 ,OOOq, 

Repurchase Agreements are collateralized at 100% of 
!he market value by U.S. Government Treasury or 
Agency Securities. First Union sagregates securities 
on its books and records each customer's ownership 
of specifically identified securities. 

Him% Now our Sweep Investment Service Works: 

4. 

2, 

3. 

Calculation of Investable Funds 
First Union calculates the amount of investable 
funds in your commercial checking account after 
all credits and debits have posted at the end of 
each day. 

Automatic Investment 
Collected balances in excess of the $50,000 
minimum are invested in increments of $1,000. 
The rate of interest your company earns is tiered 
based on your investment amount 

Reporting 
A daily confirmation of the previous day's 
investment transaction is automatically 
generated for your review. In addition, you will 
receive a monthly summary report recapping 
each day's investment amount, investment 
instrument and the interest accrued. A1 for no 
extra charge. 

Here's how our Sweep Investment Service will 
benefit p u t  company: 

lncmased Income- Excess balances are 
automatically invested into short-term instruments 
that earn competitive market rates. In addition, 
invested dollars are not charged for FDIC 
Insurance. 

Access to Invested funds- investments mature 
daily, enabling your company to meet any working 
capital needs easily. 

I Simpk io Esbbllish- Requires only one First Union 
commercial checking account. 

Tiered Rates- Provides better investment rates for 
larger investment amounts. 
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Goldman, Sachs i3 GO. I 85 Broad Street I New York, New York 10004 
Tel: 21 2-902-1 000 

MASTER REPURCHASE AGREEMENT 

Dated as of 199C 

Goldman, Sachs 8 Co. 
1. Applicability 

From time to time the patties hereto may enter into transactions in which one patty ("Seller") agrees 
to transfer to the other ("Buyer") securities or financial instruments ('Securities") against the transfer of 
funds by buyer, with a simultaneous agreement by Buyer to transfer to Seller such Securities at a date 
certain or on demand, against the transfer of funds by Seller. Each such transaction shall be referred to 
herein as a "Transaction" and shall be governed by this Agreement, including any supplemental terms or 
conditions contained in Annex I hereto, unless otherwise agreed in writing. 

2. Definitions 
(a) "Act of Insolvency", with respect to any patty, (i) the commencement by such party as debtor of any 

case or proceeding under any bankruptcy, insolvency, reorganization, liquidation, dissolution or similar law, 
or such party seeking the appointment of a receiver, trustee, custodian or similar official for such party or 
any substantial part of its property, or (ii) the commencement of any such case or proceeding against such 
party, or another seeking such an appointment, or the filing against a party of an application for a protective 
decree under the provisions of the Securities Investor Protection Act of 1970, which (A) is consented to or 
not timely contested by such party, (B) results in the entry of an order for relief, such an appointment, the 
issuance of such a protective decree or the entry of an order having a similar effect, or (C) is not dismissed 
within 15 days, (iii) the making by a party of a general assignment for the benefit of creditors, or (iv) the 
admission in writing by a party of such party's inability to pay such p w ' s  debts as they become due; 

(b) "Additional Purchased Securities", Securities provided by Seller to Buyer pursuant to Paragraph 4(a) 
hereof; 

(c) "Buyer's Margin Amount", with respect to any Transaction as of any date, the amount obtained by 
application of a percentage (which may be equal to the percentage that is agreed to as the Seller's Margin 
Amount under subparagraph (9) of this Paragraph), agreed to by Buyer and Seller prior to entering into 
the Transaction, to the Repurchase Price for such Transaction as of such date; 

(d) "Confirmation", the meaning specified in Paragraph 3(b) hereof; 
(e) "Income", with respect to any Security at any time, any principal thereof then payable and all interest, 

dividends or other distributions thereon: 
(fJ "Margin Deficit", the meaning specified in Paragraph 4(a) hereof: 
(g) "Margin Excess", the meaning specified in Paragraph 4(b) hereof; 
(h) "Market Value", with respect to any Securities as of any date, the price for such Securities on such 

date obtained from a generally recognized source agreed to by the parties or the most recent closing bid 
quotation from such a source, plus accrued income to the extent not included therein (other than any 
income credited or transferred to, or applied to the obligations of, Seller pursuant to Paragraph 5 hereof) 
as of such date (unless contrary to market practice for such Securities); 
(i) "Price Differential", with respect to any Transaction hereunder as of any date, the aggregate amount 

obtained by daily application of the Pricing Rate for such Transaction to the Purchase Price for such 
Transaction on a 360 day per year basis for the actual number of days during the period commencing on 
(and including) the Purchase Date for such Transaction and ending on (but excluding) the date of 
determination (reduced by any amount of such Price Differential previously paid by Seller to Buyer with 
respect to such Transaction); 

Note: This Master Repurchase Agreement is the same as the model prepared by the Public Securltles Association. 

4 2 3 3 . 1 ~ 2 7 W ~ W 9 4  



b I 
. (I) “Pricing Rate“, the per annum percentage rate for determination of the Price Differential; 

(k) “Prime Rate”, the prime rate of U.S. money center commercial banks as published in The Wall 

(I) “Purchase Date”, the date on which purchased Securities are transferred by Seller to Buyer; 
(m) “Purchase Price”, (i) on the Purchase Date, the price at which Purchased Securities are 

t rans fed  by Seller to Buyer, and (ii) thereafter, such price increased by the amount of any cash 
transferred by Buyer to Seller pursuant to Paragraph 4(b) hereof and decreased by the amount of any 
cash transferred by Seller to Buyer pursuant to Paragraph 4(a) hereof or applied to reduce Seller’s 
obligations under clause (ii) of Paragraph 5 hereof; 

(n) “Purchased Securities”, the Securities transferred by Seller to Buyer in a Transaction hereunder, 
and any Securities substituted therefor in accordance with Paragraph 9 hereof. The term “Purchased 
Securities” with respect to any Transaction at any time also shall include Additional Purchased Securities 
delivered pursuant to Pwagraph 4(a) and shall exclude Securities returned pursuant to Paragraph 4(b); 

(0) “Repurchase Date”, the date on which Seller is to repurchase the Purchased Securities from 
Buyer, including any date determined by application of the provisions of Paragraphs 3(c) or 11 hereof; 

(p) ‘Repurchase Pflce”, the price at which Purchased Securities are to be transferred from Buyer to 
Seller upon termination of a Transaction, which will be determined in each case (including Transactions 
terminable upon demand) as the sum of the Purchase Price and the Price Differential as of the date of 
such determination. increased by any amount determined by the application of the provisions of 

(9) “Seller’s Margin Amount”, with respect to any Transaction as of any date, the amount obtained 
by application of a percentage (which may be equal to the percentage that is agreed to as the Buyer’s 
Margin Amount under subparagraph (c) of this Paragraph), agreed to by Buyer and Seller prior to 
entering into the Transaction, to the Repurchase Price for such Transaction as of such date. 

Stmet Journal; 

m 

Paragraph 11 hereof; : ”  

3. Initiation; Conflrmation; Termination 
(a) An agreement to enter into a Transaction may be made orally or in writing at the initiation of either 

Buyer or Seller. On the Purchase Date for the Transaction, the Purchased Securities shall be transferred 
to Buyer or its agent acainst the transfer of the Purchase Price to an account of Seller. 

(b) Upon agreeing to enter into a Transaction hereunder, Buyer or Seller (or both). as shall be agreed, 
shall promptly deliver to the other party a written confirmation of each Transaction (a “Confirmation”). 
The Confirmation shall describe the Purchased Securities (including CUSlP number, if any), identify 
Buyer and Seller and set forth (i) the Purchase Date, (ii) the Purchase Price, (iii) the Repurchase Date, 
unless the Transaction is ,to be terminable on demand, (iv) the Pricing Rate or Repurchase Price 
applicabln to the Transaction, and (v) any additional terms or conditions of the Transaction not 
inconsistent with this Agreement. The Confirmation. together with this Agreement, shall constitute 
conclusive evidence of the terms agreed between Buyer and Seller with respect to the Transaction to 
which the Conflnnation relates, unless with respect to the Confirmation specific objection is made 
promptly after receipt thereof. In the event of any conflict between the terms of such Confirmation and 
this Agreement, this Agreement shall prevail. 

(c) In the case of Transactions terminable upon demand. such demand shall be made by Buyer or 
Seller, no later than such time as is customary in accordance with market practice, by telephone or 
othetwise on or prior to the business day on which such termination will be effective. On the date 
specified in such demand. or on the date fixed for termination in the case of Transactions having a fixed 
term, termination of the Transaction will be effected by transfer to Seller or its agent of the Purchased 
Securities and any Income in respect thereof received by Buyer (and not previously credited or 
transferred to, or applied to the obligations of, Seller pursuant to Paragraph 5 hereof) against the transfer 
of the Repurchase Price to an account of Buyer. 

4. Margin Maintenance 
(a) If at any time the aggregate Market Value of all Purchased Securities subject to all Transactions 

for all such Transactions (a ”Margin Deficit”), then Buyer may by notice to Seller require Seller in such 
Transactions, at Seller‘s option, to transfer to Buyer cash or additional Securities reasonably acceptable 
to Buyer (“Additional Purchased Securities”), so that the cash and aggregate Market Value of the 
Purchased Securities. including any such Additional Purchased Securities, will thereupon equal or 
exceed such aggregate Buyer‘s Margin Amount (decreased by the amount of any Margin Deficit as of 
such date arising from any Transactions in which such Buyer is acting as Seller). 

(b) If at any time the aggregate Market Value of all Purchased Securities subject to all Transactions 
in which a particular party hereto is acting as Seller exceeds the aggregate Seller’s Margin Amount for 
all such Transactions at such time (a “Margin Excess”), then Seller may by notice to Buyer require Buyer 
in such Transactions, at Buyer‘s option, to transfer cash or Purchased Securities to Seller, so that the 
aggregate Market Value of the Purchased Securities. after deduction of any such cash or any Purchased 
Securities so transferred, will thereupon not exceed such aggregate Seller’s Margin Amount (increased 
by the amount of any Margin Excess as of such date arising from any Transactions in which such Seller 
is acting as Buyer). 

(c) Any cash transferred pursuant to this Paragraph shall be attributed to such Transactions as shall 
be agreed upon by Buyer and Seller. 

in which a particular party hereto is acting as Buyer is less than the aggregate Buyer’s Margin Amount I 

I 
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(d) Seller and Buyer may agree, with respect to any or all Transactions hereunder, that the respective 
rights of Buyer or Seller (or both) under subparagraphs (a) and (b) of this Paragraph may be exercised 
only where a Margin Deficit or Margin Excess exceeds a specified dollar amount or a specified 
percentage of the Repurchase Prices for such Transactions (which amount or percentage shall be 
agreed to by Buyer and Seller prior to entering into any such Transactions). 

(e) Seller and Buyer may agree, with respect to any or all Transactions hereunder, that the respective 
rights of Buyer and Seller under subparagraphs (a) and (b) of this Paragraph to require the elimination of 
a Margin Deficit or a Margin Excess, as the case may be, may be exercised whenever such a Margin 
Deficit or Margin Excess exists with respect to any single Transaction hereunder (calculated without 
regard to any other Transaction outstanding under this Agreement). 

* 

5. Income Payments 
Where a particular Transaction's term extends over an Income payment date on the Securitles 

subject to that Transaction, Buyer shall, as the patties may agree with respect to such Transaction (or, 
in the absence of any agreement, as Buyer shall reasonably determine in its discretion), on the data such 
Income is payable either (i) transfer to or credit to the account of Seller an amount equal to such Income 
payment or payments with respect to any Purchased Securities subject to such Transaction or (ii) apply 
the Income payment or payments to reduce the amount to be transferred to Buyer by Seller upon 
termination of the Transaction. Buyer shall not be obligated to take any actlon pursuant to the preceding 
sentence to the extent that such action would result in the creation of a Margin Deficit, unless prior 
thereto or simultaneously therewith Seller transfers to Buyer cash or additional Purchased Securities 
sufficient to eliminate such Margin Deficit. 

6. Security Interest 
Although the parties intend that all Transactions hereunder be sales and pu rchas  and not loans, 

in the event any such Transactions are deemed to be loans; Seller shall be deemed to have pledged to 
buyer as security for the performance by Seller of its obligations under each such Transaction, and shall 
be deemed to have granted to Buyer a security interest in, all of the Purchased Securities with respect 
to all Transactions hereunder and all proceeds thereof. 

7. Payment and Transfer 
Unless otherwise mutually agreed, all transfers of funds hereunder shall be in immediately available 

funds. All Securities transferred by one party hereto to the other party (i) shall be in suitable form for 
transfer or shall bel accompanied by duly executed instruments of transfer or assignment in blank and 
such other documentation as the patty receiving possession may reasonably request, (ii) shall be trans- 
ferred on the book-entry system of a Federal Reserve Bank, or (iii) shall be transfe-d by any other 
method mutually acceptable to Seller and Buyer. As used herein with respect to Securities, "transfer" is 
intended to have the same meaning a$ when used in Section 8-313 of the New York Uniform Commercial 
Code or, where applicable, in any federal regulation governing transfers of the Securities. 

8. Segregation of Purchased Securities 
To the extent required by applicable law, all Purchased Securities in the possession of Seller shall 

be segregated from other securities in its possession and shall be identified as subject to this 
Agreement. Segregation may be accomplished by appropriate identification on the books and records 
of the holder, including a financial intermediary or a clearing corporation. Title to all Purchased Securities 
shall pass to Buyer and, unless otherwise agreed by Buyer and Seller, nothing in this Agreement shall 
preclude Buyer from engaging in repurchase transactions with the Purchased Securities or otherwise 
pledging or hypothecating the Purchased Securitifs, but no such transaction shall relieve Buyer of its 
obligations to transfer Purchased Securities to Seller pursuant to Paragraphs 3. 4 or 11 hereof, or of 
Buyers obligation to credit or pay income to, or apply income to the obligations of, Seller pursuant ta 
Paragraph 5 hereof. 

~~ ~ _ _  

Required Disclosure for lkansactions in Which the Seller Retains Custody 
of the Purchased Securities 
Seller is not permitted to substitute other securities for those subject to this Agreement and 
therefore must keep Buyer's securities segregated at all times, unless in this Agreement Buyer 
grants Seller the right to substitute other securities. If Buyer grants the right to substitute, this 
means that Buyer's securities will likely be commingled with Seller's own securities during the 
trading day. Buyer is advised that, during any trading day that Buyer's securities are commingled 
with Seller's securities, they [will]* [may]" be subject to liens granted by Seller to [its clearing bank]* 
[third parties]* and may be used by Seller for delhreries on other securities transactions. Whenever 
the securities are commingled, Seller's ability to magregate substitute securities for Buyer will be 
subject to Seller's ability to satisfy [the clearing]' [any]" lien or to obtain substitute securities. 

'hgUaQ0 to be used under 17 C.F.R. 544)3.4(0) il Wler la a government securities bn&w or dealer aMer than a finWlcial instituth 
*Language to be used under 17 C.F.R. 5403.5(d) il Sellw i$ a financisl institution 
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9. Substitution 
* (4 Seller may, subject to agreement with and acceptance by Buyer, substitute other Securities for 

any Purchased Securities. Such substitution shall be made by transfer to Buyer of such other Securities 
and transfer to Seller of such Purchased Securities. After substitution, the substituted Securities shall be 
deemed to be Purchased Securities. 

(b) In Transactions in which the Seller retains custody of Purchased Securities, the parties expressly 
agree that Buyer shall be deemed, for purposes of subparagraph (a) of this Paragraph, to have agreed 
to and accepted in this Agreement suostitution by Seller of other Securities for Purchased Securities; 
provided, howewe5 that such other Securities shall have a Market Value at least equal to the Market 
Value of the Purchased Securities for which they am substituted. 
10. Representations 

Each of Buyer and Seller represents and warrants to the other that (i) it is duly authorized to execute 
and deliver this Agreement, to enter into the Transactions Contemplated hereunder and to perform its 
obligations hereunder and has taken all necessary action to authorize such execution, delivery and 
performance, (ii) It will e!igage in such Transactions as principal (or, if agreed in writing in advance of any 
Transaction by the other party hereto, as agent for a disclosed principal), (iii) the person signing thls 
Agreement on its behalf is duly authorized to do so on its behalf (or on behalf of any such disclosed 
principal), (iv) it has obtained all authorizations of any governmental body required in connection with 
this Agreement and the Transactions hereunder and such authorizations are in full force M d  effect and 
(v) the execution. delivery and performance of this Agreement and the Transactions hereunder will not 
violate any law, ordinance, charter. by-law or rule applicable to it or any agreement by which it is bound 
or by which any of its assets are affected. On the Purchase Date for any Transaction Buyer and Seller 
shall each be deemed to repeat all the foregoing representations made by it. 
11. Events of Defautt 

In the event that (i) Seller fails to repurchase or Buyer fails to transfer Purchased Securities upon the 
applicable Repurchase Date, (ii) Seller or Buyer fails. after one business day’s notlce, to comply with 
Paragraph 4 hereof, (iii) Buyer fails to comply with Paragraph 5 hereof, (iv) an Act of Insolvency occurs 
with respect to Seller or Buyer, (v) any representation made by Seller or Buyer shall have been incorrect 
or untrue in any material respect when made or repeated or deemed to have been made or repeated. or 
(vi) Seller or Buyer shall admit to the other its inability to, or its intention not to, perform any of its 
obligations hereunder (each an “Event of Default”): 

(a) At the option of the nondefaulting party, exercised by written notice to the defaulting patty (which 
option shall be deemed to have been exercised, even if no notice is given, immediately upon the 
occumnce of an Act of Insolvency), the Repurchase Date for each Transaction hereunder shall be 
deemed immediately to occur. 

(b) In all Transactions in which the defaulting party is acting as Seller, if the nondefaulting party 
exercises or is deemed to have exercised the option referred to in subparagraph (a) of this Paragraph, 
(i) the defaulting party’s obligations hereunder to repurchase all Purchased Securities in such 
Transactions shall thereupon become immediately due and payable, (ii) to the extent permitted by 
applicable law, the Repurchase Price with respect to each such Transaction shall be Increased by the 
aggregate amount obtalned by daily application of (x)The greater of the Pricing Rate for such Transaction 
or the Prime Rate to (y) the Repurchase Price for such Transaction as of the Repurchase Date as 
determined pursuant to subparagraph (a) of this Paragraph (decreased as of any day by (A) any amounts 
retained by the nondefaultlng party with respect to such Repurchase Price pursuant to clause (iii) of this 
subparagraph, (B) any proceeds from the sale of Purchased Securities pursuant to subparagraph (d)(i) 
of this Paragraph, and (c) any mounts credited to the account of the defaulting party pursuant to 
subparagraph (e) of this Paragraph) on a 360 day per year basis for the actual number of days during the 
period from and including the date of the Event of Default giving rise to such option to but excluding the 
date of payment of the Repurchase Price as so Increased, (ili) all income paid after such exercise or 
deemed exercise shall be retained by the nondefaulting party and applied to the aggregate unpaid 
Repurchase Prices owed by the defaulting party, and (iv) the defaulting party shall immediately deliver 
to the nondefaulting party any Purchased Securities subject to such Transactions then in the defaulting 
party‘s possession. 

(c) In all lhnsactlons in which the defaulting party is acting as Buyer, upan tender by the 
nondefaulting party of payment of the aggregate Repurchase Prices for all such Tmsactions. the 
defaulting party’s right title and interest In all Purchased Securities subject to such Transactions shall 
be deemed transferred to the nondefaulting party, and the defaulting party shall deliver all such 
Purchased Securities to the nondefaulting party. 

(d) After one business day’s notice to the defaulting party (which notice need not be given if an Act 
Of Insolvency shall have occurred. and which may be the notice given under subparagraph (a) of this 
Paragraph or the notice referred to in clause (ii) of the first sentence of this Paragraph), the nondefaulting 
Party may: 

0) aS to Transactions in which the defaulting party is acting as Seller, (A) immediately sell, in a 
recognked market at such price or prices as the nondefautting patty may reasonably deem satisfactory, 
any or all Purchased Securities subject to such Transactions and apply the proceeds thereof to the 
aggregate unpaid Repurchase Prices and any other amounts owing by the defautting patty hereunder 
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or (B) in its sole discretion elect, in lieu of selling all or a portion of such Purchased Securities, to 
give the defaulting party credit for such Purchased Securities in an amount equal to the ptice 
therefor on such date, obtained from a generally recognized sauce or the most recent closing bid 
quotation from such a source, against the aggregate unpaid Reputchase Prices and any other 
amounts owing by the defaulting party hereunder; and 

(ii) as to Transactions in which the defaulting party is acting as Buyer, (A) purchase securities 
("Replacement Securities") of the Same class and amount as any Purchased Securities that are not 
delivered by the defaulting party to the nondefaulting party as required hereunder or (6) in its sole 
discretion elect, in lieu of purchasing Replacement Securities, to be deemed to have purchased 
Replacement Securities at the price therefor on such date, obtained from a generally recognized 

(e) As to Transactions in which the defaulting Party Is acting as Buyer, the defaulting party shall be 
liable to the nondefaulting party (i) with rew to Purchas'd Securities (other than Additional 
Purchased Securities), for any excess of the price paid (or deemed paid) by the nondefaulting patty for 
Replacement Securities therefor over the Repurchase Price for such Purchased Securities and (ii) with 
respect to Additional Purchased Securities, for the price paid (or deemed paid) by the nondefaulting 
party for the Replacement Securities therefor. In addition. the defaulting party shall be liable to the 
nondefaulting party for interest on such remaining liability with respect to each such purchase (or 
deemed purchase) of Replacement Securities from the date of such purchase (or deemed purchase) until 
paid in full by Buyer. Such interest shall be at a rate equal to the greater of the Pricing Rate for such 
Transaction or the Prime Rate. 

( f )  For purposes of this Paragraph 11, the Repurchase Price for each Transaction hereunder. in 
respect of which the defaulting party is acting as Buyer shall not increase above the amount of such 
Repurchase Price for such Transaction determined as of the date of the exercise or deemed exercise IW 
the nondefaulting party of its option under subpamgraph (a) of this Paragraph. 

(9) The defaulting party shall be liable to the nondefaulting party for the amount of all reasonable 
legal or other expenses incurred by the nondefaulting party in connection with or as a consequence of 
an Event of Default, together with interest thereon at a rate equal to the greater of the Pricing Rate for 
the relevant Transaction or the Prime Rate. 

(h) The nondefaulting party shall have, in additiun to its rights hereunder, any rights otherwise 
available to it under any other agreement or applicable law. 

12. Single Agreement 
Buyer and Seller acknowledge that, and have entered hereinto and will enter into each Transaction 

hereunder in consideration of and in reliance upon the fact that, all Transactions hereunder constitute a 
single business and contractual relationship and have been made in consideration of each other. 
Accordingly, each of Buyer &Id Seller agrees (i) to perform all of its obligations in respect of each 
Transaction hereunder, and that a default in the performance of any such obligations shall constitute a 
default by it in respect of all Transactions hereunder, (ii) that each of them shall be entitled to set off 
claims and apply property held by them in respect of any Transaction against obligations owing to them 
in respect of any other Transactions hereunder and (iii) that payments, deliveries and other transfers 
made by either of them in respect of any Transaction shall be deemed to have been made in 
consideration of payments, deliveries and other transfers in respect of any other Transactions 
hereunder, and the obligations to make any such payments, deliveries and other transfers may be 
applied against each other and netted. 

13. Notices and Other Communications 
Unless another address is specified in writing by the respective party to whom any notice or other 

communication is to be given hereudr, all such notices or communications shall be in writing or 
confirmed in writing and delivered at the respective addresses set forth in Annex II attached hereto. 

14. Entire Agreement; Severability 
This Agreement shall supersede any existing agreements between the patties contalning general 

terms and conditions for repurchase transactions. Each provision and agreement herein shall be treated 
as separate and independent from any other pmvision or agreement herein and shall be enfotceable 
notwithstanding the unenforceability of any such other provision or agreement 

' source or the most recent closing bid quotation from such a source. 

15. Non-assignability; Termination 
The rights and obligations of the parties under this Agreement and under any Transaction shall not 

be assigned by either party without the prior written consent of the other patty. Subject to the foregoing. 
this Agreement and any Transactions shall be binding upon and shall inure to the benefit of the parties 
and their respective successors and assigns. This Agreement may be cancelled by either party upon 
giving written notice to the other, except that this Agreement shall, notwithstanding such notice, remain 
applicable to any Transactions then outstanding. 



16. Governing Law 

conflict of law principles thereof. 

17. No Waivers, Etc. 
No express or implied waiver of any Event of Default by either party shall constitute a waiver of any 

other Event of Default and no exercise of any remedy hereunder by any party shall constitute a waiver 
of its right to exercise any other remedy hereunder. No modification or waiver of any provision of this 
Agreement and no consent by any party to a departure herefrom shall be effective unless and until such 
shall be in writing and duly executed by both of the patties hereto. Without limitation on any of the 
foregoing, the failure to give a notice pursuant to subparagraphs 4(a) or 4(b) hereof will not constitute a 
waiver of any right to do so at a later date. 

18. U s e  of Employee Plan Assets 
(a) If assets of an employee benefit plan subject to any provision of the Employee Retirement 

Income Security Act of 1974 (“ERISA) are intended to be used by either party hereto (the “Plan Party”) 
in a Transaction, the Plan Party shall so notify the other party prior to the Transaction. The Plan Party 
shall represent in writing to the other party that the Transaction does not constitute a prohibited 
transaction under ERISA or is otherwise exempt therefrom, and the other party may proceed in reliance 
thereon but shall not be required so to proceed. 

(b) Subject to the last sentence of subparagraph (a) of this Paragraph, any such Transaction shall 
proceed only if Seller furnishes or has furnished to Buyer its most recent available audited statement of 
its financial condition and its most recent subsequent unaudited statement of its financial condition. 

(c) By entering into a Transaction pursuant to this Paragraph, Seller shall be deemed (i) to represent 
to Buyer that since the date of Seller’s latest such financial Statements, there has been no material 
adverse change in Seller’s financial condition which Seller has not disclosed to Buyer, and (ii) to agree 
to provide Buyer with future audited and unaudited statements of its financial condition as they are 
issued, so long as it is a Seller in any outstanding Transaction ir:dolving a Plan Party. 

19. Intent 
(a) The parties recognize that each Transaction is a “repurchase agreement” as that term is defined 

in Section 101 of Title 11 of the United States Code, as amended (except insofar as the type of Securities 
subject to such Transaction or the term of such Transaction would render such definition inapplicable), 
and a “securities contract”, as that term is defined in Section 741 of Title 11 of the United States Code, 
as amended. 

(b) It is understood that either patty’s right to liquidate Securities delivered to it in connection with 
Transactions hereunder or to exercise any other remedies pursuant to Paragraph 11 hereof, is a 
contractual right to liquidate such Transaction as described in Sections 555 and 559 of Title 11 of the 
United Sfates Code, as amended. 

20. Disclosure Relating to Certain Federal Protections 
The parties acknowledge that they have been advised that: 
(a) in the case of Transactions in which one of the parties is a broker or dealer registered with the 

Securities and Exchange Commission ( “SEC” ) under Section 15 of the Securities Exchange Act of 1934 
(“1 934 Act”), the Securities Investor Protection Corporation has taken the position that the provisions of 
the Securities Investor Protection Act of 1970 (“SIPA”) do not protect the other party with respect to any 
Transaction hereunder; 

(b) in the case of Transactions in which one of the parties is a government securities broker or a 
government securities dealer registered with the SEC under Section 15C of the 1934 Act, SIPA will not 
provide protection to the other party with respect to any Transaction hereunder; and 

(c) in the case of Transactions in which one of the patties is a financial institution, funds held by the 
financial institution pursuant to a Transaction hereunder are not a deposit and therefore are not insured 
by the Federal Deposit Insurance Corporation, the Federal Savings and Loan Insurance Corporation or 
the National Credit Union Share Insurance Fund, as applicable. 

’ This Agreement shall be governed by the laws of the State of New York without giving effect to the 
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Goldman, Sachs & Go. 

VICE PRESIDEN{ -8 AUTHORIZED SIGNER 
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ANNEX I 

Supplemental Terms & Conditions 

Goldman, Sachs & Co. (the “Company”) may not assign its rights nor delegate its obligations under this 
Agreement. in whole or in part, without the prior written consent of the other party to this Agreement or 
any purported assignment and delegation absent such consent is void, except for an assignment or 
delegation of all of Company’s rights and obligations hereunder in whatever form the Company 
determines may be appropriate to a partnership, corporation, trust or other organization in whatever 
form that succeeds to all or substantially all of the Company’s assets and business and that assumes 
such obligations by contract, operation of law or othewise. Upon any such delegation and assumption 
of obligations, the Company shall be relieved of and fully discharged from all obligations hereunder, 
whether such obligations amse before or after such delegation and assumption. 
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ANNEX I I  

Names and Addresses for Communications Between Parties 

Goldman, Sachs & CO. 
85 Broad Street 
26th Floor 
New York, New York 1O004 
Attention: New York Funding 
(2 12) 902-8245 

8 



Schedule A 

for: 
REICH & TANG ASSET MANAGEMENT L.P. as investment adviser 

Short Term Income Fund Inc. 
- Money Market Portfolio 
- U.S. Government Portfolio 

- Cortland General Money Market Fund 
-.U.S. Government Fund 

Cortland Trust, Inc. 

Institutional Daily Income Fund 



CUSTODIAL UNDFRTAKING IN C O N " I O N  

WITHMASTERREPURCHASEAGREEMEN'T 

..................... 

BY AND AMONG 

REICH & TANG ASSEX MANAGEMENT L.P. 

(Buyer) 

AND 

GOLDMAN, SACHS & CO. 

(Seller) 

AND 

THE BANK OF NEWYORK 
(Custodian) . 
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THE CUSTODIAL UNDEFtTAKING is made and entered into as of the date set forth below by and among Byer, Seller, 
and Custodian. 

REclTALs 

WHEREAS, Buyer 

(as hereinafter defined); 

entered into a PSA Master Repurchase Agreement (the "Master Repurchase 
Agreement") dated as of and may from time to time enter into Transactions with respect to Eligible Securities 

WHEREAS, Custodian has agreed to act as agent for Byer  and Seller @ order to effect Transactions on their behalf, all  as 
more particularly set forth herein, 

NOW, TREREFORE, in consideration of the mutual promises hereinafter set forth, the parties hereto agree as follows: 

1. DEFINITIONS 

Whenever used in this Custodial Undertaking, the following words shall have the meanings set forth below. Capitalized 
terms used but not defined herein shall have the meanings given them in the Master Repurchase Agreement. 

A. "Authorized Person" shall mean any person, whether or not any such person is an officer or employee of Buyer or Seller, 
as the case may be, duly authorized to give Oral Instructions and Written Instructions on behalf of Buyer or Seller, such persons 
and their specimen signatures to be designated in Schedule 11 attached hereto, as such Schedule I1 may be amended from time to 
time. 

B. "Book-En- Securities" shall mean Book-entry Treasury securities (as defined in Subpart 0 of Treasury Department 
Circular No. 300, 31 C.F.R. 306) issued or guaranteed directly or indirectly by the United States government or any agency, 
instrumentality or establishment of the United States government and registered in the form of an entry on the records of the 
Book-Entry System and any other securities registered in the form of an entry on the records of the Book-Entry System. 

C. "Book-Entry System" shall mean the book-entry v t e m  for securities maintained at The Federal Reserve Bank of New 
York ("FRBNY"). 

D. "Business Day" shall mean any day bn which Custodian, Seller, the Book-Entry System and appropriate Clearing 
Corporation(s) are open for business. 

E. "Buyer's Account" shall mean the custodial account maintained by Custodian on behalf of Buyer for the deposit of 

F. "Clearing Corporation" shall mean the Depository Trust Company, Participants Trust Company and any other clearing 
corporation within the meaning of Section 8-102(3) of the Uniform Commercial Code of the State of New York, as amended 
(the "UCC) or otherwise authorized to act as a securities depository or clearing agency. 

Eligible Securities with respect to Transactions and any account for the deposit of cash in connection therewith. 

G. "Clearing Corporation Securities" shall mean securities which are registered in the name of Custodian or its nominee in 
the form of an entry on the records of a Clearing Corporation, 

H. "Eligible Securities" shall mean those types of Securities which Buyer, Seller and Custodian have agreed shall be eligible 
for Transactions by inclusion on a Schedule of Eligible Securities substantially in the form of Schedule I hereto, as such Schedule 
of Eligible Securities may be amended from time to time, and cash. 

I. "Margin Percentage" shall mean the percentage indicated on Schedule I with respect to specific types of Eligible 
Securities, as Schedule I may be amended from time to time. 

J. "Margin Value" shall mean the amount obtained by dividing the Market Value of Securities by the applicable Margin 
Percentage. 

K "Market Value of Securities" shall mean with respect to any Security as of any date, the s u m  of (i) the market value of 
Such Security based on the most recently available closing bid price (usually from the previous Business Day) for the particular 
Security as made available to Custodian by pricing information services which Custodian uses generally for pricing such 
Securities, and (i) accrued but unpaid Income, if any, on the particular Security (to the extent not included therein). In the case 
of cash and certificates of deposit, the face amount shall be deemed the Market Value. In the event that Custodian is unable to 
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obtain the price of a particular Security from such pricing information services on any Business Day, the Market Value shall be 
as determined by Custodian in the exercise of its discretion based on information furnished to Custodian by one or more brokers 
in such Security or Custodian may price such Security using a formula utitized by Custodian for such purpose in the ordinary 
course of its business. 

L. "Notice of Default" shall mean a written notice delivered by Buyer to Custodian and Seller, or by Seller to Custodian and 
Buyer, informing Custodian and the defaulting party of an Event of Default pursuant to Paragraph 11 of the Master Repurchase 
Agreement and setting forth the specific Event of Default thereunder. 

M. "Oral htruclions" shall mean verbal instructions received by Custodian from an Authorized Person. 

N. "Physical Securities" shall mean securities and money market instruments issued in definitive form which are not Book- 
Entry Securities or Clearing Corporation Securities. 

0. "Purchased Securities" shall mean Eligible Securities transferred to Buyer's Account in connection with Transactions. 

P. " S d t i e s "  shall mean Book-Entry Securities, Clearing Corporation Securities, Physical Securities and cash. 

Q. "Seller's Account" shall mean Seller's clearing account on Custodian's Government Securities Clearance System 
("GSCS"), any other account in which Securities are held by Custodian on behalf of Seller pursuant to the terms of this 
Agreement and any account for the deposit of cash maintained in connection therewith. 

R 'Written Instructions" shall mean written communications received by Custodian from an Authorized Person by telex, 
facsimile, through GSCS or any other electronic system whereby the receiver of such communications is able to verify by codes, 
passwords or otherwise with a reasonable degree of certainty the identity of the sender of such communications. 

All references to time in this Custodial Undertaking shall mean the time in effect on that day in New York, New York. 
Except as may otherwise apply for Income payable on particular Securities or as otherwise may be agreed to in writing by the 
parties hereto, all provisions in this Custodial Undertaking for the custody, transfer, payment or receipt of funds or cash shall 
mean custody or transfer of, payment in, or receipt of, Uhited States dollars in immediately available funds. 

2. APPOINTMENT OF CUSTODm, ACCOUNTS 

A. Buyer and Seller hereby appoint Custodian as custodian of all  Securities, including cash, at any time delivered to 
Custodian in connection with Transactions subject to this Custodial Undertaking and as their agent to effect Transactions and 
Custodian hereby accepts appointment as custodian and agent. 

B. Buyer and Seller each authorizes and instructs Custodian to utilize the Book-Entry System, Clearing Corporations and 
the receipt and delivery of physical certificates or any combination thereof in connection with its performance hereunder. Book- 
Entry Securities and Clearing Corporation Securities credited to Buyer's Account will be represented in accounts at the Book- 
Entry System and the appropriate Clearing Corporation in the name of Custodian'or its nominee which include only assets held 
by Custodian for its customers and shall not include any assets held by Custodian in its individual capacity. Transactions with 
respect to Book-Entry Securities and Clearing Corporation Securities will be effected in accordance with, and subject to, the 
rules and regulations of the Book-Entry System and each Clearing Corporation, respectively. 

3. REPRESENTATIONS AND W-S 

A. Buver. Seller a d  &to& *aq. Buyer, Seller and Custodian each represents and warrants, which representations and 
warranties shall be deemed to be repeated on each Purchase Date and each Repurchase Date, that 

(i) It is duly organized and existing under the laws of the jurisdiction of its organization with full power and authority to 
execute and deliver this Custodial Undertaking and to perform all of the duties and obligations to be performed by it hereunder; 

(i) This Custodial Undertaking is, and each Transaction will be, legally and validly entered into, does no< and will not, 
violate any ordinance, charter, by-law, rule or statute applicable to it, and is enforceable in accordance with its terms, except as 
may be limited by bankruptcy, insolvency or similar laws, or by equitable principles relating to or limiting creditors' rights 

&%% generally; and 
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(i) The person executing this Custodial Undertaking on its behalf has been duly and properly authorized to do so. 

B. E.ur$hcr Representations and W m o f  Custodian. Custodian further represents and warrants, which 
representations and warranties shall be deemed to be repeated on each Purchase Date and each Repurchase Date, that 

(i) It is a New York trust company with its principal office at 48 Wall Street, New York, New York 10286; 

(ii) It will maintain Buyer's Account as a custodial securities and cash account and shall administer Buyer's Account in 
the same manner it administers similar accounts established for the same purpose that it maintains for its customers in the 
ordinary course of its business; and 

(iii) It is a "Member Bank" of FRl3NY (within the meaning of 31 C.F.R. 306.115(g)) and maintains a book-entry 
securities account with FRBNY and each Clearing Corporation in which it holds Securities hereunder. 

4. 

. A. Seller's . dn each Business Day that Seller and Buyer agree to enter into a Transaction subject to this 
Custodial Undertaking, Seller shall deliver to Custodian, prior to 200 pm., Oral or Written Instructions containing the following 
information: 

DEPOSIT OF CASH AND ELIGIBLE SECURITIES 

' 

(i) the Purchase Date and Purchase Price; 

(ii) the Repurchase Date and Repurchase Price (or rate); and 

(iii) name of Buyer. 

. By the close of business on the Purchase Date, Seller shall transfer, or cause to be 
transferred, to Seller's Account sufficient Eligible Securities to complete Transactions on such Purchase Date. In connection 
therewith, Seller shall either deliver to Custodian Oral or Written Instructions identifying the Eligible Securities to be sold by 
Seller to Buyer, including a description setting forth the face amount of each Eligible Security and, where applicable, the CUSP 
number far each such Eligible Security or instruct Custodian to identify Eligible Securities in Seller's Account to be transferred 
to Buyeis Account. 

.. B. 

C. Buyer'sPurchase Prior to 4:OO p.m. on the Purchase Date, Buyer shall transfer, or cause to be transferred, to 
Buyer's Account sufficient cash such that the total cash balance in Buyer's Account after such transfer equals or exceeds the 
Purchase Price contained in Seller's Oral or Written Instructions. 

5. EFFECTING TRANSACI'IONS 

A. Purchase_.Date. On the Purchase Date for any Transaction subject to this Custodial Undertaking, Custodian shall 
'transfer to Seller's Account cash from Buyer's Account in an amount equal to the Purchase Price and transfer from Seller's 
Account to Buyer's Account Eligible Securities in accordance with Seller's Oral or Written Instructions with respect to such 
Transaction, subject to the following provisions: 

0) &termination of ELiviilt S m t ~ e s .  * * 7 N e g  tiability. Custodian shall determine that Securities to be transferred to 
Buyer's Account are Eligible Securities and that Physical Securities are in negotiable form. Any Securities which are not Eligible 
Securities and any Physical Securities which are not in negotiable form shall not be included in the calculations set forth below 
and shall not be transferred to Buyer's Account. 

f a Vdu , Custodian shall determine the Margin Value of Eligible Securities to be . .  (ii) 
transferred to Buyer's Account. 

(iii) Papent  of pur chase Price. Provided the Margin Value of Eligible Securities to be transferred to Buyer's Account 
equals or exceeds the Purchase Price with respect to su& Transaction, Custodian shall transfer such Eligible Securities from 
Seller's Account to Buyer's Account and shall disburse from Buver's Account to Seller's Account cash in an amount eaual to the 

5 Purchase Price. 
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(4 - ' * . Custodian shall take possession of each Eligible Security which is a Physical Security 
at a secured facility at one of its offices in New York Gty and, during the term of a particular Transaction, shall identify such 
Physical Securities on its books and records as belonging to Buyer. 

@I Book-Enbrv SI3m-l 'h. Each Eligible Security which is either (i) a Book-Entry Security, or (i) a part of a 
fungible bulk of Book-Entry Securities shall be continuously maintained by Custodian in the Book-Entry System. During the 
term of a particular Transaction, Custodian shall identify such Book-Entry Securities on its books and records as belonging to 
Buyer. 

(4 ( J e w  cow ramn - S m  - * . Each Eligible Security which is either (i) a Clearing Corporation 
Security, or (i) part of a fungible bulk of Clearing Corporation Securities shall be continuously maintained by Custodian in an 
account with the appropriate Clearing Corporation. During the term of a particular Transaction, Custodian shall continuously 
identify such Clearing Corporation Securities on its books and records as belonging to Buyer. 

(v) -. Buyer and Seller agree that it is intended that Custodian act as a "financial intermediiuy" 
as such term is defined in Section 8-313 of the UCC with respect to Transactions hereunder and that each transfer of Securities 
effected by Custodian hereunder shall be a "transfer" of securities as provided in Section 8-313 of the UCC. 

B. mt Rece kts, Custodian is hereby authorized and directed to accept trust receipts (each, a 'Trust Receipt") 
evidencing either the holding by the issuer of such Trust Receipt (a 'Trust Receipt Issuer") of Eligible Securities subject to 
Transactions or the crediting by the Trust Receipt Issuer to the account of Custodian of Eligible Securities subject to 
Transactions. Trust Receipt Issuers from whom Custodian may accept Trust Receipts in connection With Transactions 
hereunder shall be listed on Schedule I attached hereto, as such Schedule I may be amended from time to time. Custodian shall 
hold each Trust Receipt at a secure'facility at one of its offices in New York City and, during the term of a particular 
Transaction, shall identify the Eligible Securities represented by such Trust Receipt on its books and records as belonging to 
Buyer. 

'09. If Custodian is unable to complete a Transaction because Seller has C. to Com-qactt 
failed to provide complete Oral or Written Instructions as required by Paragraphs 4A and 4B or either Buyer or Seller has failed 
to arrange for the transfer of sufficient cash or Eligible Securities to Buyer's Account or Seller's Account, respectively, Custodian 
shall, to the best of its ability, promptly notify Seller and Buyer and await the receipt of such Oral or Written Instructions, cash or 
Eligible Securities. If Custodian has not received Oral or Written Instructions from Seller by 430 p.m., sufficient cash from 
Buyer by the close of the FRBNY money wire or sufficient Eligible Securities by the close of GSCS or the appropriate Clearing 
Corporation, Buyer and Seller irrevocably agree and instruct Custodian to effect the Transaction as follows: (i) if the cash 
balance in Buyer's Account shall be less than the Purchase Price set forth in Seller's Instructions, the cash balance in Buyer's 
Account shall be deemed to be the Purchase Price, the remaining terms of the Transaction shall be determined in accordance 
with Paragraph 54, and Seller shall provide Custodian with further Oral or Written Instructions with respect to a recalculated 
Repurchase Price for such Transaction; (i) if the cash in Buyer's Account equal to the Purchase Price exceeds the Margin Value 
of Eligible Securities in Seller's Account, Custodian shall credit to Seller's Account cash in an amount equal to the Margin Value 
of the Eligible Securities, and the difference between the amount credited to Seller's Account and the Purchase Price shall be 
held by Custodian in Buyer's Account and shall be designated cash held in substitution for Purchased Securities in Buyer's 
Account in accordance with Paragraph 6B. In any event, Buyer and Seller shall remain obligated to each other pursuant to the 
original terms of each Transaction. 

.. * I  

D. Sirn-eow Transacb 'on. Buyer and Seller agree that in effecting Transactions transfers between Buyer's Account 
and Seller's Account are intended to be, and shall be deemed to be, simultaneous. 

E. Owners hiu of S e a m  'tie. Upon the transfer of cash to Seller's Account and the transfer of Eligible Securities to Buyer's 
Account, it is agreed by Seller and Buyer that, subject to Seller's right of substitution pursuant to Paragraph 6B and 
notwithstanding the credit of Income to Seller's Account pursuant to Paragraph 5G, the Purchased Securities shall be for all 
purposes the property of Buyer. Buyer agrees, however, that, subject to Paragraph 8 hereof and Paragraph 11 of the Master 
Repurchase Agreement, it will resell to Seller on the Repurchase Date the Purchased Securities at the Repurchase Price. In 
addition, until the earlier of (i) the Repurchase Date or (i) the date, if any, when Custodian shall receive a Notice of Default 
from Buyer under Paragraph 8, Buyer hereby instructs Custodian to hold the Purchased Securities in Buyer's Account and to 
refuse to act upon any Oral or Written Instruction of Buyer or Seller to deliver Purchased Securities other than as expressly 

L ~ O  
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provided in this Custodial Undertaking. Except as provided in Paragraphs 6A and 6B or until such time as Custodian receives a 
Notice of  Default from Buyer pursuant to Paragraph 8, Buyer further agrees that unless Custodian shall receive the written 
consent of Seller, Buyer shall not sell, transfer, assign, pledge, or otherwise utilize or transfer Purchased Securities. 

F. pJo Lien or P1 e d p w t c d  'm. Custodian agrees that Purchased Securities shall not be subject to any security 
interest, lien or right of setoff by Custodian or any third party claiming through Custodian (other than Buyer) and Custodian 
shall not pledge, encumber, hypothecate, transfer, dispose of, or otherwise grant any third party an interest in, any Purchased 
Securities. 

G. PaMlentofIncomt. Until such time that Custodian shall receive a NotiCe of Default from Buyer pursuant to Paragraph 
8, Custodian shall credit to Seller's Account Income received by Custodian. After receipt of such Notice of Default from Buyer, 
Custodian shall credit to Buyer's Account Income received by Custodian. 

H. Confirm m. Custodian shall provide Buyer and Seller with confirmation statements reflecting Purchased Securities, 
including cash positions, in Buyer's Account on each Business Day or as otherwise may be requested by Buyer. Buyer and Seller 
shall promptly review all such confirmation statements and shall promptly advise Custodian of any error, omision or inaccuracy 
in such statements. Custodian shall undertake to correct any errors, failures or omissions that are reported to Custodian by 
Buyer or Seller. Any such corrections shall be reflected on subsequent confirmation statements. 

L- * . AU transfers of Securities or cash by Custodian to Buyer from Buyer's Account shall be made 
to Buyer by delivery to the account(s) designated in Schedule 111, as may be amended from time to time by delivery to and 
receipt by Custodian of a new Schedule 111. 

6. VALUATION AND SUBSTITUTIONS OF SECURITIES 

A. m n  of Se -, At the opening of each Business Day during which a Transaction subject to this Custodial 
Undertaking shall remain outstanding; Custodian shall determine the Margin Value of all Purchased Securities. 

(i) Marvin Defi cik In the event the Purchase Price of outstanding Transactions is greater than the aggregate Margin 
Value of all Purchased Securities, Custodian shall so notify Seller prior to 200 pm. On the date of any such notice, Seller shall 
promptly transfer to Buyer's Account additional Eligible Securities ("Additional Eligible Securities") such that, after transfer 
thereof to Buyer's Account, the aggregate Margin Value of all Purchased Securities (including Additional Eligible Securitia) 
equals or exceeds the Purchase Price of outstanding Transactions. If Seller fails to transfer an appropriate amount of Additional 
Eligible Securities on the date of any such notice, Custodian shall notify Buyer and Seller and await further instructions. All 
Additional Eligible Securities transferred to Buyer's Account shall be deemed to be Purchased Securities. 

(ii) Mar ein Excm. In the event the then aggregate Margin Value of Purchased Securities shall exceed the Purchase 
Price of outstanding Transactions (such excess amount, the "Margin Excess"), Custodian shall so notify Seller and, upon Oral or 
Written Instructions from Seller, Custodian shall transfer Purchased Securities from Buyer's Account to Seller's Account having 
a Market Value equal to the Margin Excess. Buyer hereby irrevocably authorizes Custodian to accept the Oral or Written 
Instructions of Seller identifying the specific Purchased Securities to be released from Buyer's Account pursuant hereto. Upon 
transfer from Buyer's Account, released Securities shall cease to be Purchased Securities for all purposes hereunder. 

B. sub st^ 'tutions of pur chased Se curitiq. Buyer hereby authorizes Custodian, upon Oral or Written Instructions from 
Seller, to transfer Purchased Securities to Seller against transfer to Buyer's Account of substitute Eligible Securities ("Substitute 
Eligible Securities") determined by Custodian to have an aggregate Margin Value equal to or greater than the aggregate Margin 
Value of Purchased Securities released hereunder. All Substitute Eligible Securities transferred to Buyer's Account shall be 
deemed to be Purchased Securities. 

7. REPURCHASEDATE 

On the Repurchase Date for any Transaction, subject to Paragraph 8 hereof and Paragraph 11 of the Master Repurchase 
Agreement, Buyer hereby irrevocably instructs Custodian to tender to Seller the Purchased Securities with respect to such 
Transaction and to trmfer such Purchased Securities from Buyer's Account to Seller's Account. Seller hereby irrevocably 
h~ t ruc ts  Custodian at the time Purchased Securities are transferred to Seller's Account to make payment to Buyer of the 
Repurchase Price by debiting cash from Seller's Account and crediting cash to Buyer's Account. If on the Repurchase Date 
Seller's Account does not contain sufficient w h  available to repurchase all Purchased Securities with respect to any 
Transactions, Custodian shall notify Seller and Buyer, and Seller shall give Custodian Oral or Written Instructions idenhfying 
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which Purchased Securities, if any, are to be repurchased and the Repurchase Price. The Repurchase Date with respect to a 
Transaction shall not be altered or modified subsequent to the Purchase Date unless Custodian shall receive Oral or Written 
htructions from Seller and Buyer. 

8. DEFAULT 

In the event that Buyer or Seller delivers a Notice of Default to Custodian, Custodian shall notify the defaulting party of its 
receipt of such Notice of Default and act in accordance with the ins~ct ions  of the non-defaulting party with respect to such non- 
defaulting party‘s rights pursuant to Paragraph 11 of the Master Repurchase Agreement. Custodian may fully rely without 
further inquiry on the statements set forth in such Notice of Default. In addition, Buyer and Seller acknowledge and agree that 
the provisions of Paragraph 12 of the Master Repurchase Agreement shall be fully effective with respect to all Transactions 
entered into between them, irrespective of whether such Transactions are entered into in connection with this Custodial 
Unde-g, directly between Buyer and Seller or otherwise. 

9. CONCERNING CUSTODIAN 

m. Custodian shall not be liable for any costs, expenses, damages, liabilities or A. 
claims, including reasonable fees of counsel (collectively, “Losses‘), resulting from its action or inaction in connection with this 
Custodial Undertaking, including Losses which are incurred try reason of any action or inaction by the Book-Entry System, any 
Cleating Corporation or Trust Receipt Issuer, or their successors or nominees, except for those Losses arising out of Custodian’s 
negligence, bad faith or wilful misconduct, In no event shall Custodian be liable to Buyer, Seller or any third party for special, 
indirect or consequential damages, or lost profits or loss of business, arising under or in connection With this Custodial 
Undertaking. Custodian may, with respect to questions of law, apply for and obtain the advice and opinion of counsel, and shall 
be fully protected with respect to anything done or omitted by it in good faith in conformity with such reasonable advice or 
opinion. Buyer and Seller agree, jointly and severally, to indemnify Custodian and to hold it harmless against any and all Losses 
(including claims by Buyer or Seller) which are sustained by Custodian as a result of Custodian’s action or inaction in connection 
with this Custodial Undertaking, except those Losses arising out of Custodian’s negligence, bad faith or wilful misconduct. It is 
expressly understood and agreed that Custodian’s right to indemnification hereunder shall be enforceable against Buyer and 
Seller directly, without any obligation to fiist proceed against any third party for whom they may act, and irrespective of any 
rights or recourse that Buyer or Seller may have against any such third party. This indemnity shall be a continuing obligation of 
Buyer and Seller notwithstanding the termination of any Transactions or of this Custodial Undertaking. 

. .  * 

B. Nn._CSarantv bv C u s w  * . It is expressly agreed and acknowledged by Buyer and Seller that Custodian is not 
guaranteeing performance of or assuming any liability for the obligations of Buyer or Seller hereunder nor is it assuming any 
credit risk assodated with Transactions hereunder, which liabilities and risks are the responsibility of Buyer and Seller; further, it 
is expressly agreed that Custodian is not undertaking to make credit available to Seller or Buyer to enable it to complete 
Transactions hereunder. 

c. No Due of Ln auhy. Without limiting the generality of the foregoing, Custodian shall be under no obligation to inquire 
into, and shall not be Liable for. 

(i) The validity of the issue of any Securities purchased or sold by or for Buyer or Seller, the legality of the purchase or 
sale, or the validity or enforceability of any Trust Receipt received by Custodian hereunder; 

(ii) The due authority of any Authorized Person to act on behalf of Buyer or Seller with respect to Securities, including 
cash, held in Buyer‘s Account or Seller‘s Account; or 

(i) The due authority of Buyer, Seller or any entities for which Buyer acts to purchase, sell or hold any particular 
Security hereunder. 

efault. Custodian shall not be under any duty or obligation to take action to effect collection of any 
mount if the Securities upon which such amount is payable are in default, or if payment is refused after due demand or 
presentation, unless and until (i) it shall be directed to take such action by Written Instructions and (ii) it shall be assured to its 
satisfaction of reimbursement of its costs and expenses in connection with any such action. 

. .  * D. Secuntres ln x, 

E. Custody ‘an Fee. Custodian shall be entitled to receive and Seller agrees to pay to Custodian such compensation as may 
be agreed upon from time to time between Custodian and Seller and Custodian’s out-of-pocket expenses. 
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F. m c e  on Oral/ Written * . Custodian shall be entitled to rely upon any Written hstruction or Oral 
Instruction received by Custodian and reasonably believed by Custodian to be delivered by an Authorixed Person. Buyer and 
Seller agree to forward to Custodian Written Instructions confirming any and all Oral Instructions in such manner that such 
Written Instructions are received by Custodian by the close of business of the same day that such Oral Instructions are given to 
Custodian. Buyer and Seller agree that the fact that such confirming Written Instructions are not received or that contrary 
Written Instructions are received by Custodian shall in no way affect the validity or enforceability of the transactions previously 
authorized and effected by Custodian. 

. . .  G. Reliance on P n u n p  Sern ‘CQ. Custodian is authorized to utilize any generally recognized pricing information service 
(including brokers and dealers of Securities) in order to perform its valuation responsibilities hereunder, and Seller and Buyer 
agree to hold Custodian harmless from and against my Losses incurred as a result of errors or omissions of any such pricing 
information service, broker or dealer. 

H. ForceM- . Custodian shall not be responsible or liable for any failure or delay in the performance of its obligations 
under this Custodial Undertaking arising out of or caused, directly or indirectly, by circumstances beyond its reasonable control, 
including without limitation, acts of God, earthquakes, fires, floods, wars, civil or military disturbances, sabotage, epidemics, 
riots, loss or malfunctions of utilities, computer (hardware or software) or usmmunications service, labor disputes, acts of civil or 
military authority or governmental, judicial or regulatory actions; provided however, that Custodian shall use its best efforts to 
resume performance as soon as possible. 

* Custodian shall have no duties or responsibilities except such duties and responsibilities as are 
spechically set forth in this Custodial Undertaking, and no covenant or obligation shall be implied in this Custodial Undertaking 
against Custodian. 

.. I. No Ad&tro nal 

isurn.  In the event of any dispute or conflicting claims by Buyer and/or Seller and any other person with J. I W m u m D  
respect to Securities, including cash, or any other matter covered by this Custodial Undertaking, Custodian shall promptly notify 
Buyer and Seller and shall act solely on joint, identical Written Instructions of Buyer and Seller. If such Written Instructions are 
not recived by Custodian, Custodian shall decline to comply with any and all claims, demands or instructions with respect to such 
Securities, including cash, so long as such dispute or conflict shall continue, and Custodian shall not be liable for failure to act or 
comply with such claims, demands or instructions. Custodian shall be entitled to refuse to act or comply until either (i) such 
conflicting or adverse daims or demands shall have been determined in a court of competent jurisdiction or settled by agreement 
between the conflicting parties and Custodian shall have received evidence satisfactoly to it of the same or (i) Custodian shall 
have received security or an indemnity satisfactory to it and sufficient to hold it harmless from and against any and all Losses 
which it may incur by reason of taking any action or inaction, except Custodian shall accept cash from Seller in substitution of any 
Purchased Securities provided such cash is equal to the Market Value of such Purchased Securities, The provisions contained in 
this Paragraph 9J shall not in any way be deemed to limit or restrict Buyer’s and Seller’s other rights and remedies described in 
this Custodial Undertaking. 

10. TERMINATION 

* .  

. 

Any of the parties hereto may terminate this Custodial Undertaking by giving to the other parties a notice in writing specifying 
the date of such termination, which shall be not less than thirty (30) days after the date of giving of such notice. Upon 
termination hereof, Seller shall pay to Custodian such compensation as may be due to Custodian as of the date of such 
termination, and shall likewise reimburse Custodian for any disbursements and expenses made or incurred by Custodian and 
payable or reimbursable hereunder. If Buyer and Seller do not provide Written Instructions designating a successor custodian 
prior to the termination date, Custodian shall, at Buyer‘s expense, continue to hold Purchased Securities, including cash, in 
Buyer’s Account until the Repurchase Date with respect to each outstanding Transaction, or until it has received a Notice of 
Default in connection therewith, and Written Znstructions with respect to delivery of such Purchased Securities. Lf Custodian has 
not received delivery instructions with respect to Purchased Securities, including cash, in Buyer’s Account, Custodian may, in its 
sole discretion, hold Book-Entry Securities and Clearing Corporation Securities in escrow for the benefit of and at the expense of 
Buyer and deliver Physical Securities, including cash, to Buyer at the address provided below. 

11. MISCELLANEOUS 

A. Authorized Persons. Buyer and Seller each agrees to furnish to Custodian a new Schedule I1 in the event that any 
Authorized Person ceases to be an Authorized Person or in the event that other or additional Authorized Persons are appointed 
and authorized. Until such new Schedule I1 is received, Custodian shall be fuUy protected in acting under the provisions of this 
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Custodial Under&aking upon Oral Instructions or Written Instructions from a person reasonably believed to be an Authorized 
Person as set forth in the last delivered Schedule 11. 

B. Acctss to B-. Upon reasonable request, Buyer and Seller shall have access to Custodian’s books and 
records maintained in connection with this Custodial Undertaking during Custodian’s normal business hours. Upon reasonable 
request, copies of any such books and records shall be provided to Buyer or Seller at its expense. 

. .  c. hvaliditv of any Prom ion. In case any provision in or obligation under this Custodial Undertaking shall bo invalid, 
illegal or unenforceable in any jurisdiction, the validity, legality and enforceability of the remaining provisions or obligations shall 
not in any way be affected or impaired thereby, and if any provision is inapplicable to any person ot circumstances, it shall 
nevertheless remain applicable to all other persons and circumstances. 

D. Entire Ameementltbme n d m m  . This Custodial Undertaking represents the entire agreement among the parties hereto 
with respect to Transactions subject to this Custodial Undertaking and may not be amended or modified in any manner except by 
a written agreement executed by the parties hereto. 

. E . a e r e e m e  nt. This Custodial Undertaking shall extend to and shall be binding upon the parties hereto, and their 
respective successors and assigns; provided, however, that this Custodial Undertaking shall not be assignable by any party without 
the Written consent of the other parties, and any purported assignment or delegation absent such consent is void, except for an 
assignment and delegation of all of Seller‘s rights and obligations hereunder to an entity in whatever form that succeeds to all or 
substantially all of the Seller’s assets and business and that assumes such obligations by contract, operation of law or otherwise. 
Upon any such delegation and assumption of obligations, Seller shall be relieved of and fully discharged from all obligations 
hereunder, whether such obligations arose before or after such delegation and assumption. 

F. APPL ICABLE LA W / m S D I m O  N, THIS CUSTODIAL UNDERTANNG SHALL BE CONSTRUED IN 
ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK WITHOUT REGARD TO CONFLICT OF LAWS 
PRINCIPLES THEREOF. THE PARTIES HEREBY CONSENT TO THE JURISDICTION OF A STATE OR FEDERAL 
COURT SlTUATED IN NEW YORK ClTY, NEW YORK IN CONNECTION WITH ANY DISPUTE ARISING 
HEREUNDER. 

G. Waiver of h r n  unity. To the extent that in any jurisdiction any party may now or hereafter be entitled to claim, for itself 
or its assets, immunity from suit, execution, attachment (before or after judgment) or other legal process, each party irrevocably 
agrees not to claim, and it hereby waives, such immunity in connection with this Custodial Undertaking. 

H. and Reference , The headings and captions in this Custodial Undertaking are for reference only and shall not 
affect the construction or interpretation of any of its provisions. 

I. -arts. This Custodial Undertaking may be executed in any number of counterparts, each of which shall be 
deemed to be an original, but such counterparts shall, together, constitute only one instrument. 

J. m k t e n c y  Mate  r Rep-Ameeme - nt. In the event of any inconsistency between the Master Repurchase 
Agreement and this Custodial undertaking with respect to the rights, duties or obligations of Custodian and Transactions subject 
to this Custodial Undertaking, the terms and conditions of this Custodial Undertaking shall govern. 

K Noticp. Any notice authorized or required by this Custodial Undertaking shall be sufficiently given if addressed to the 
receiving party and hand delivered or sent by mail, telex or facsimile to the individuals at the addresses specified in Schedule IV 
or to such other person or persons as the receiving party may from time to time designate in writing. Such notice shall be 
effective upon receipt. 
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I IN WlTNEsS WHEREOF, the parties hereto to be executed by their respective 
corporate officers, thereunto duly authorized, as of the 

I 
I 

GOLDMAN, SACHS & CO. 

Title: VALERI E ~ R ,  
VICE P ESIDENT 

AUTHORIZED SIGNER 

THE BANK OF NEW YORK 



SCHEDULE I 

SCHEDULE OF ELIGIBLE SECURITIES 

A. The following trpes of Securities shall be Eligible Securities for Transactions described in the Custodial Undertaking In 
Connection With Master Repurchase Agreement dated as of I /r) / 9 5 , among [,57[# +f&c hk-f/31L%J. , Goldman, Sachs 
& Co. and The Bank of New York, and shall have the Mar@ Percentage With respect thereto set forth below: 

B. Pursuant to Paragraph 5B of the Custodial Undertaking In Connection With Master Repurchase Agreement, Custodian 
is authorized and directed to accept Trust Receipts from the following Trust Receipt Issuers: 

Dated / q 5 

ACCEPTED: 

- . r -  

/ 
By:& ' Title: 

GOLDMAN, SACHS & CO. 

AUTHORIZED SIGNER 

THE BANK OF NEW YORK 



SCHEDTJLE I1 

The following individuals have been designated as Authorized Persons of Buyer and Sell r, respectively, in connection with 
the Custodial Undertaking In Connection with Master Repurchase Agreement dated as of l,,fq(q 6 . 

BUYER 

Name 

Signature 

Signature 

Goldman, Sachs & Co. ("Goldman") hereby 
authorizes any person at its repurchase desk, or the 
person designated as the Buyer's sales representative, 
to enter into repurchase transactions with the Buyer 
on behalf of Goldman. 
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From: Reich & Tang Mutual Funds Division 

Tax I.D. 

Physical Delivery: 

Account Information For: SHORT TERM INCOME FOND - 
MONEY MARKET 

11-2521542 

United Missouri Trust Company 
of NY 

One Battery Park PI= 
8th Floor 

Nominee Name: 

DTC Delivery: 

Euro Delivery: 

Fed Book Entry: 

\ 

Cash Wires: 

Confirm: 

4/94 b-78 

New York, NY 10004 
Account Name: STIF 
Account Number: 749499000 

IFTCO 

Participant #2827 
Agent Bank #93549 
AccountName: STU? 
Account Number: 749499000 

The FNBC London C/D Clearing 
Center 
27 &denhall Street/Lower Ground 

Floor 
London, England EC3AlAA 
Client A/C#: 0039098-US$-57-01 
FBO United Missouri Bank 10-104231 

Federal Reserve Bank of 

Account Name:-STIF 
N C  Number: 749499000 

ABA #1010362-1 
Investors Fiduciary Trust Co. 
STIF 
A/C 749499000 

ETC 
STIF 
127 West 10th St. 
Kansas City, MO 64105 
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From: Reich & Tang Mutual Funds Division 

Account Information For: SHORT TERM INCOME F"D - 
U.S. GOVERNMENT 

Tax I.D. 13 -3.44 7 2 5 8 

Physical Delivery: 

Nominee Name: 

DTC Delivery: 

Euro Dehery: 

Fed Book Entry: 

Cash Wires: 

Confirm: 

4/94 

United Missouri Trust Company 
of NY 

One Battery Park Plaza 
8th Floor 
New York, NY 10004 
Account Name: STIG 
Account Number: 749500005 

IFTCO 

Participant #2827 
Agent Bank #93549 
Account Name: STIG 
Account Number : 749500005 

The FNBC London C/D Clearing 
Center 
27 Leadenhall S treetllower Ground 

London, England EC3AlAA 
Client A/C#: 0039098-US$-57-01 
FBO United Missouri Bank 10-104231 

Federal Reserve Bank of 
Kansas City 

United KC/AcctC 
Account Name: STIG 
A/C Number: 749500005 

Floor 

ABA# 1010-0069-5 

ABA #10100362-1 
Investors Fiduciary Trust Co. 
STIG 
A/C # 749500005 

IFTC 
Short Term Income Fund-Govt. 
127 West 10th St. 
Kansas City, MO.64105 
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Account Information For: COR%EmRUt% 
Tax I.D. 

Physical Delivery: 

Nominee Name: 

DTC Delivery: 

Fed Book Entry: 

Cash Wires: 

Confrrm : 

4/94 &so 

22-6388239 

New Y&k, Ny 10004 
Account Name: Cortland General 
Account Number: 749485009 

Participant #2827 
Agent Bank 443549 
Account Name: Cortland General 
Account Number: 749485009 

- The FNSC London C/D Clearing 
Center 
27 Leadenhall Streetlhwer Ground 
Hoor 

hndon,  England E C 3 A l U  
Client NC#: 0039098-US$-57-01 
FBO United Missouri Bank 10-104231 

Kansas City 

United KC/AcctC 
Account Name: C o e d  General 
A/C .Number: 749485009 

&A# 1010-0069-5 

&A #1010362-1 - . -  

investors Fiduciary Trust Co. 
CortIand General 
A K  # 749485009 
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I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

From: Reich & Tang Mutual Funds Division 

Account Information For: 

Tax I.D. 

Physical Delivery: 

Nominee Name: 

DTC Delivery: 

Euro Delivery: 

Fed Book Entry: 

1 Cash Wires: 

I 
8 ‘Onfirm: 

I 4/94 

CORTLAND TRUST - U.S. 
GOVERNMENT 

22-6391 825 

United Missouri Trust Company 
of NY 

One Battery Park Plaza 
8th Floor 
New York, NY 10004 
Account Name: Cortlmd U.S. 
Account Number: 749486007 

rmco 
Participant #2827 
Agent Bank #93549 Account Name: .-  L,C&land U- s. 

Account Number: 749486007 

The FNBC London C/D Cleating 
Center 
27 LRadenhaU StreetILower Ground 

Flodr 
London, England EC3AlAA 
Client A/C#: 003 909 8-US$-57-0 1 
FBO United Missouri Bank 10-104231 

Federal Reserve Bank of _ -  
Kansas City 

&A# 101Oa69-5 
United KUAcctC 
Account Name: Cortland US; 
N C  Number: 749486007 

Investors Fiduciary Trust CO. 
Cortland.U.S- 
A/c # 749486007 

IFTC 
CortIand U.S. 
127 West 10th St. 
Kansas City, MO 64105 

A-  l o  
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I Physical Delivery: 

Nominee Name: I 
I DTC Delivery: 

I 
Euro Delivery: 

I 
I 
I Fed Book 

I 

Confirm: I 
I 
1 Time Deposit: 

. 

I""" 

From: Reich & Tang Mutual Funds Division 

I 
INSTITUTIONAL DAILY INCOME 

F"D -MONEY MARKET 

13-3758369 

United Missouri Trust Company 
of NY 

One Battery Park Plaza 
8th Floor 
New York, NY 10004 
Account Name: Institutional DIF 
Account Number: 749493003 

IFTCO 

Participant #2827 
Agent Bank #93549 
Account Name: Insititutional DIF 
Account Number: 749493003 

The FNBC London C/D Clearing 
Center 
27 hdenhal l  S treet/lower Ground 

London, England EC3AlAA 
Client A/C#: 0039098-US$-57-01 
FBO United Missouri Bank 10-104231 

Floor 

Federal Reserve Bank of 
Kansas City 

United RC/AcctC 
Account Name: Institutional DIF 
A/C Number: 749493003 

ABA# 1010-0069-5 

ABA #10100362-1 
Investors Fiduciary Trust Co. 
Institutional DIF 
A/C # 749493003 

IFTC 
Institutional Daily Income Fund 
127 West 10th St- 
Kansas City, -MO- 64 105 

ABA #1010-0069-5 
United Missouri/Trust 
A/C Number: 70161834 

n 
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SCHEDULE lV 

ADDRESS FOR NOTICES 

TO SELLER 

Goldman, Sachs k Co. 
85 Broad Street 

I 
Attn: 

TO BUYER: 

REICH & TANG ASSET MANAGEMENT L.P. 

I 
1 

TO CUSTODIAN: 

The Bank of New York 
One Wall Street, 4th Floor 

New York, New York 10286 
Attn: 

Government Securities Clearance Division 1. 
1 
I 
I 
1 
I 
1 
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Schedule A 

for: 
REICH & TANG ASSET MANAGEMENT L.P. as investment adviser 

Short Term Income Fund Inc. 
- Money Market Portfolio 
- U.S. Government Portfolio 

Cortland Trust, Inc. 
I- Cortland General Money Market Fund 
- U.S. Government Fund 

, Institutional Daily Income Fund 

c 

1: 
I 
I 
I 
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SCHEDULE OF EUGIBLE SECURITIES 

CUSTODIAN UNDERTAKING IN CONNECTlON WITH MASTER REPURCHASE AGREEMEblf DATED AS OF AMONG REICH t% TANG ASSET MANAGEMENT 
AS INVESTMENT ADVISOR FOR THE FUNDS LISTED IN SCHEDULE A (ATTACHED) J.P. MORGAN SECURITIES INC. AND/OR THE BANK OF NEW YORK 8 MORGAN GUA 
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SCHEDULE OF ELIGIBLE SECURITIES 

IDERTAKING IN CONNECTION WITH MASTER REPURCHASE AGREEMEYT DATED AS OF 
T ADVISOR FOR THE FUNDS LISTED IN SCHEDULE A (ATTACHED) J.P. MORGAN SECURITIES INC. AND/OR THE BANK OF NEW YORK & MORGAN GUARANTY TRUST COMPANY OF 

AMONG REICH &TANG ASSET MANAGEMENT L.P. 
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Rekh &Tang Asset Management L.P 
Investment Adviser for the funds listec 
Schedule A 

Title: 

J.P. Morgan Securities Inc.. 
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The Bank of New York 

Morgan Guaranty Trust Company of h 
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