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FOR FURTHER INFORMATION CONTACT:
Angelena C. Le Blane of the Department,
telephone (203) 219 8883 (This is not a
tall-free numble)

First Hawaiian Bank Located Honolulu,
HI

|[Application Mo, D-09877]
Prapased Exemprion

Based on the facts and representations
set forth in the application, the
Department is considering granting an
exemption under the authority of
section A08(@) of the Act and section
A975(c12] of the Cade and in
accordance with the procedures set
forth in 29 CFR Part 2570, Subpart B (55
FR 32836, 32847, Augusr 10, 1990).0

Section [ Exemption for [n-Kind
Transfer of Assets

Il the exemption is granted, the
restrictions of section 406(a) and section
4060 af the Act and the sancrions
resulting from the application of section
4975 of the Code, by reason of section
49751 1A) through (F) of the Code,
shall not apply to the in-kind transfer to
any open-end investment company (the
Fund or Funds) registered under the
Investment Company Act of 1940 {the
40 Act] to which First Hawaiian Bank
or any of its affiliates (collectively, the
Bank] serves as investment adviser and
may provide other services, of the assels
of varicus employee benefit plans (the
Flan or Plans) that are held in certain
collective investment funds (the CIF or
CIFs) maintained by the Bank or
otherwise held by the Bank as trustee,
investment manager, or in any other
capacity as fiduciary on behalf of the
Flans, in exchange for shares of such
Funds, provided the following
canditions are mel;

ta) & fiduciary {the Second Fiduciary)
who is acting on hehalf of each affected
Flan and whao is independent of and
unrelated to the Bank, as defined in
paragraph (g af Section 1 below,
receives advance written notice of the

+For RN ERETE ol s Rl pan, mederence o
|:-|1c|\-i-ii|'-||.~.' of Title [ ol the Act, unless atherw ise
specificd, refer also to cormesponding provislens of
thie Clode.

in-kind transfer of assets of the Plans or
the CIFs in exchange [or shares of the
Fund and the disclosures described in
paragraph (g) of Section 11 below,

b] On the basis of the information
described in paragraph (g) of Section 1l
below, the Second Fiduciary authorizes
in writing the in-kind transfer of assets
of the Plans in exchange for shares of
the Funds, the investment of such assets
in corresponding portfolios of the
Funds, and the lees received by the
Bank in conmection with its services to
the Fund. Such authorization by the
Second Fiduciary to be consistent with
the responsibilities, oblipations, and
duties imposed an Fiduciaries by Part 4
af Title 1 af the Aot

¢} Mo sales commissions are paid by
the Plans in connection with the in-kind
translers of asset of the Plans or the CIFs
in exchange [or shares of the Funds,

Lel) ALl or a proorata portion of the
assels of the Plans held in the Clls o
all ora pro rata portion of the assets ol
the Plans held by the Bank in any
capacities as fiduciary on hehalf of such
Plans are transferred in-kind Lo the
Funds in exchange for shares of such
Funds.

(&) The Plans or the CIFs receive
shares of the Funds that have a total net
asset value equal in value to the assels
of the Plans or the CIFs exchanged for
such shares an the date of transfer.

(f] The current market value of the
assets of the Plans or the CIEs to be
translerred in-kind in exchange [or
shares is determined in a single
valuation performed in the same
manner and at the close of business on
the same day, using indepencent
saurces in accordance with the
procecdures set forth in Rule 17a-7h
(Rule 17a-7) under the 40 Act, as
amended from time to time or any
successar rule, repulation, or similar
pronouncement and the procedures
established by the Funds pursuant to
Rule [7a-7T for the valuation of such
assers, Such procedures must require
that all securities for which a current
marker price cannot be olitained by
relerence o the last sale price for
transactions reporied an a recogiized
securities exchange or NASDALD be
valued based on an average of the
highest current independent bid anc
lonweest current independent offer, as of
the close of business on the last
business day preceding the date of the
Plan or CIF transfers determined on the
basis of reasonable inguiry from at least
three sources that are broker-dealers or
pricing services independent of the
Fank,

lgl Mat later than 30 business days
after completion af each in-kind transler
of assets of the Plans or the CIFs in
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exchange for shares of the Funds, the
Bank sends by regular mail to the
Second Fiduciary, whao is acting on
hehalf of each affected Plan and who is
independent of and unrelated to the
Bank, as defined in paragraph (g of
Section 1 below, a written conlirmation
that contains the following information:

(1] The identity of each of the assets
that was valued {or purposes of the
rransaction in accordance with Rule
17a-Tib}{4) under the 40 Act;

(2] The price of each ol the assets
involved in the transaction; and

i3] The identity of each pricing
service or market maker consulted in
determining the value ol such assels;
and

(h) Mo later than 90 days alter
completion of each in-kind transler of
assels of the Plans or the CIFs in
exchange for shares of the Funds, the
Bank sends by regular mail to the
Second Fiduciary, who is acting on
behalf of each affected Plan and who is
independent of and unrelated o the
Bank, as defined in paragraph (g) of
Section [ below, a written confirmation
that contains the following information:

(1) The number of CIF units held by
each affected Plan immediately before
the conversion [and the related per unit
value and the aggregate dollar value of
the units transferred); and

(2] The number of shares in the Funds
that are held by each affected Plan
following the conversion {and the
related per share net assel value and the
agpregate dollar value of the shares
received).

(i] The conditions set forth in
paragraphs (d}, te), (), (o). (p). {g) and
i1 of Section 11 below are satisfied.

Section 1L Exemption for Receipt of
Fees From Funds

Il the exemption is pranted, the
restrictions of section 406(a) and section
A461h) of the Act and the sanctions
resulting from the application of section
4975 of the Code, by reason of section
497 5icp{ 11D through (F] of the Code
shall not apply to the proposed receipt
of fees by the Bank from the Funds for
acting as the investment adviser,
custodian, sub-administrator, and other
service provider for the Funds in
connection with the investment in the
Funds by the Plans for which the Bank
acts as a fiduciary provided that:

[a)l Mo sales commissions are paid by
the Plans in connection with purchases
or sales of shares of the Funds and no
redemption fees are paid in connection
with the sale of such shares by the Plans
ter the Funds,

(b] The price paid or received by the
Plans for shares in the Funds is the net
asset value per share. as defined in

paragraph (e} ol Section [, at the time
of the ransaction and is the same price
which would have been paid or
received for the shares by any other
investor at that time,

(o) Neither the Bank nor an atfiliate,
including any officer or director
purchases from or sells to any of the
Plans shares of any of the Funds.

i) As toeach individual Plan, the
combined toal of all fees received by
the Bank far the provision of services (o
the Plan, and in connection with the
provision of services tooany of the Funds
in which the Plan may invest, is not in
excess of Ureasonable compensarion”
within the meaning of section 408{b)(2)
of the Act,

el The Bank does not receive any lees
payable, pursuant to Rule 125h-1 under
the 40 Act (the 12b-1 Fees) in
connection with the transactions,

il The Plans are not sponsored by the
Barnk.

gl A Second Fiduciary whao is acting
on hehalf of sach Plan and wha is
independent of and unrelated to the
Bank, as defined in paragraph (g of
Section Il below, receives in advance of
the investment by the Plan in any of the
Funds a full and detailed wrillen
disclosure of informalion concerning
such Fund {including, but not limited
Lo, & current prospectus for each
partfalio of each of the Funds in which
such Plan is considering investing and
a statement describing the fee structure),

(hi O the basis of the inlormation
described in paragraph (g) of this
Section [L the Second Fiduciary
authorizes in writing the investment of
assets of the Plans in shares of the
Funds and the fees received by the Banlk
in connection with its services 1o the
Funds. Such aurhorization by the
Second Fiduciary is consistent wich the
responsibilities obligations, and duties
imposed on fiduciaries by Part 4 of Title
Lof the Act.

(i) The authorization, described in
paragraph (h) of this Section 11, is
terminable at will by the Second
Fiduciary ol a Plan, withoul penalty o
such Plan. Such terminaticon will be
effected by the Bank selling the shares
of the Fund held by the affected Plan
within one business day following
receipt by the Bank, either by mail,
hand delivery, facsimile, or ather
available means at the option of the
Second Fiductary, of the termination
form (the Termination Form), as defined
in paragraph (i) of Section 111 below, ar
any other written notice of termination;
provided that if, due to circuamstances
beyvond the control of the Bank, the sale
cannot be executed within one business
day, the Bank shall have one additional

business day to complete such
redernption,

ij) Plans do not pay any Plan-level
investment management lees,
investrent advisory fees, or similar fees
to the Bank with respect to any of the
assels of such Plans which are invested
in shares of any of the Funds. This
condition does not preclude the
payment of investment advisory fees or
similar fees by the Funds to the Bank
under the terms of an investment
advisory agreement adopted in
accordance with section 13 of the 40
Act nr other agresment betwesen the
Bank and the Funds.

{k) [n the event of an increase in the
rate of any fees paid by the Funds to the
Bank regarding any investment
MANAEEITENL Services, invesument
advisory services, or fees [or similar
services that the Bank provides to the
Funds over an existing rate for such
services that had been authorized by a
Second Fiduciary, in accordance with
paragraph {h) of this Section [, the Bank
will, at least 30 days in advance of the
implementation of such increase,
provide a written notice pwhich may
Lake the form of a proxy statement,
letter, or similar communication that is
separate from the prospecrus of the
Fund and which explains the nature
and amount of the increase in fees) to
the Second Fiduciary of each of the
Plans invested in a Fund which is
increasing such fees, Such notice shall
he accompanied by the Termination
Form, as defined in paragraph (i) of
Section [ below,

(1) In the event of an addirion of a
Secondary Service, as defined in
paragraph (hl of Sectinn 1 below,
provided by the Bank to the Fund for
which a fee is charped or an increase in
the rate of any lee paid by the Funds to
the Bank far any Secondary Service, as
defined in paragraph (hy of Section I1
Below, that results either from an
increase in the rate of such fee or from
the decrease in the nuamber or kind of
services performed by the Bank for such
fee over an existing rate for such
Secondary Service which had been
authorized by the Second Fiduciary of
a Plan, in accordance with paragraph (h)
of this Section [, the Bank will at least
30 days in advance of the
implementation of such additional
service for which a fee is charged or fee
increase, provide a written notice
Pwhich may take the form of a proxy
statement, letter, ar similar
communication that is separate from the
prospectus of the Fund and which
explains the nature and amount af the
additional service for which a fee is
charged or the nature and amount of the
increase in fees) 1o the Second Fiduciary
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of each of the Plans invested in a Fund
which Is adding a service or increasing
fees. Such notice shall be accompanied
by the Termination Form, as defined in
paragraph (i} of Section [ below.

im} The Second Fiduciary is supplied
with a Termination Form at the times
specified in paragraphs (k) (1), and {n)
of this Section Il which expressly
provides an election to lerminate the
autharization, described above in
paragraph (h} of this Section [I, with
instructions regarding the use of such
Termination Form including statements
that:

(1) The authorization is terminable al
will by any of the Plans, withou
penalty to such Plans, Such lermination
will he effected by the Bank redeeming
shares of the Fund held by the Plans
requesting termination within one
husiness day following receipt by the
Bank, either by mail, hand delivery,
facsimile, or other available means at
the option of the Second Fiduciary, of
the Termination Form or any other
written notice of termination; provided
that il, clae to circumstances bevaond the
contral of the Bank, the redemption of
shares of such Plans cannat be executed
wilhin one business day. the Bank shall
have one additional business day w
complete such redemption; and

(2} Failure by the Second Fiduciary to
return the Termination Form on behalf
of a Plan will be deemed to be an
approval of the additional Secandary
Service for which a fee is charged or
increase in the rate of any fees, if such
Termination Form is supplied pursuant
1o paragraphs (K] and (1) of this Section
I1, and will result in the continuation of
the authorization, as described in
paragraph (h) of this Section [, of the
Bank o engage in the transactions on
behalfl of such Plan,

i) The Second Fiduciary is supplied
with a Termination Form, annually
during the first quarter of each calendar
vear, beginning with the first guarter of
the calendar yvear that begins after the
date the grant of this proposed
exemplion is published in the Federal
Register and continuing for each
calendar year thereafter; provided that
the Termination Form need nat be
supplied o the Second Fiduciary,
pursuant to paragraph (n) of this Section
[l. sooner than six months after such
Termination Form is supplied pursuant
to paragraphs (k) and (1) of this Section
[l except to the extent reguired by said
paragraphs (k) and (1) af this Section 11
to disclose an additional Secondary
Service for which a fee is charped or an
increase in fees,

[ (1) With respect to each of the
Funds inwhich a Plan invests, the Bank

will provide the Second Fiduciary of
such Plan:

iA) A least annually with a copy of
an updated prospectus of such Fund,

(B) Upon the request of such Second
Fiduciary, with a repart or statement
[which may take the form of the most
recent financial report, the current
staternent of additional information, or
some other written statement] which
contains a description ol all fees paid by
the Fund to the Bank; and

[2) With respect to each of the Funds
in which a Plan invests, in the event
such Fund places brokerage transactions
with the Bank, the Bank will pravide
the Second Fiduciary of such Plan at
Least annually with a statement
specifying

IA) The total, expressed in dollars,
brokerage commissions of each Fund's
investment portfolio that are paid o the
Bank by such Fund;

(B) The total, expressed in dollars, of
brokerage commissions of each Fund's
investment portfolio thal are paid by
such Fund to brokerage frms unrelated
o the Bank;

1C) The average brokerage
cammissions per share. expressed as
cents per share, paid o the Bank by
each portfolio of a Fund; and

(1) The average brokerage
commissions per sharve, expressed as
cents per share, paid by each portfolia
of a Fund to brokerage firms unrelated
to the Bank,

ip) All dealings herween the Plans
ancd any of the Funds are on a basis no
less favorable o such Plans than
dealings between the Funds and other
shareholders holding the same class of
shares as the Plans.

[q) The Bank maintains for a period of
& years the records necessary o enable
the persons, as described in paragraph
(r] of Section [ below, (o determine
whether the conditions of this proposed
exemption have been met, except that!

1] & prohibited transaction will not
be considered (o have ocoarred i, due
Lo citcumstances beyond the contral of
the Bank, the records are lost or
destroyved prior to the end of the G vear
period; and

(2] Mo party in interest, other than the
Bank. shall be subject to the civil
penalty that may be assessed under
section 0201 of the Act, or to the taxes
imposed by section 4975 (a) and (b of
the Caode, if the records are naot
maintained, or are not available for
examination as required by paragraph
i) of Section 11 below;

r1{1) Except as provided in paragraph
i [2) of this Section 1L and
notwithstanding any provisions of
subsection (a)(2] and (b of section S04
of the Act, the records referred to in

paragraph () of Section 11 above are
unconditionally available art their
customary location for examination
during normal business hours by

(i) Any duly authorized employee or
representative of the Department, the
[nternal Revenue Service (the Service)
or the Securities and Exchange
Commission {the SEC),

lii} Any liduciary of each of the Plans
who has authority to acquire or dispose
af shares of any of the Funds owned by
such a Plan, or any duly authorized
employvee or representative of such
Fiduciary: and

[ifi) Any participant or beneficiary of
the Plans or duly authorized employee
or representative of such participant or
beneficiary:

12y Mone of the persons described in
paragraph (r1(13{ii] and (£)1){iii) of
Section [ shall be authorized to
examine trade secrets of the Bank, or
commercial or inancial information
whicl is privileged or confidential.

Section 1. Definitions

For purposes ol this proposed
EXETlion,

{a) The term "Bank' means First
Hawaiian Bank and any alliliste of the
Bank, as defined in paragraph (h) of this
Section 11

b} An “affiliate’ of a person includes;

(1) Any person directly or indirectly
thromagh one or more intermediaries,
controlling, controlled by, or under
commaon control with the person

[2) Any officer, director, employes,
relative, or partner in any such person;
aricl

(3] Any corporation or partnership ol
which such person is an officer,
director, partner, or |'-m|}I|;:u~_e[:-:-.

(2] The term “control’ means the
power 1o exercise a controlling
influence over the management or
policies of a person other than an
individual.

(<) The term " Fund ar Funds ' means
any diversified open-end invesiment
company or companies registered under
the 40 Act for which the Bank serves as
irvestment adviser, and may also
provide custodial or ather services as
approved by such Funds,

[[9} The term "net asset value” means
the amount for purposes of pricing all
purchases and sales caleulated by
dividing the value of all securities.
determined by a method as set forth in
a Fund's prospectus and statement of
acdditional information. and other assets
belonging to each of the portfolios in
such Fund, less the liabilites charged to
each portfolio, by the number of
outstanding shares.

if) The term “relative’” means a
“relative’ as that term is defined in
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section 3(13) al the Act [or a “member
of the family”" as thar term is defined in
section 4975(e) (6] of the Code], ar a
hrather, a sister, or a spouse of a brather
Or & sister

igl The term “Secand Fiduciary™
means a fiduciary of a plan who is
independent of and unrelated to the
Bank. For purposes of this exemption,
the Second Fiduciary will not be
deemed (o be independent of and
unrelated to the Bank if:

(1} Such Second Fiduciary directly or
indirectly controls, is controlled by, or
is under commaon control with the Bank;

12} Such Second Fiduciary, or any
officer, director, pariner, employee, or
relative of such Second Fiduciary is an
officer, director, partner, or employee of
the Bank {or is a relative of such
persons|;

(3 Such Second Fiduelary directly an
indirectly receives any compensation or
other cansideration for his or her own
personal account in connection with
any transaction described in this
proposed exemption,

If an officer, director, partner, or
employves of the Bank (or a relative of
such persons), is a direcror of such
Second Fiduciary, and if he or she
absrains from participation in (i) the
choice of the Plan's investment
manager/adviser. {ii] the approval of any
purchase or redemption by the Plan of
shares of the Funds, and (iii) the
approval of any change of fees charged
to or paid by the Plan, in connection
with any of the transactions described
in Sections | and 11 above, then
paragraph (gli2) of Section [ above,
shall not apply.

th) The term "Secondary Service'’
means a service, other than an
investment management, investrment
advisory, or similar service, which is
provided by the Bank o the Funds,
including but not limited to custodial,
accounting, brokerage, administrative,
or any olther service,

(i) The term “Termination Farm'
means the form supplied to the Second
Fiduciary, at the times specified in
paragraphs (k], (1), and [n) of Section I
above, which expressly provides an
election to the Second Fiduciary to
terminale on behall of the Plans the
authorization, described in paragraph
(h) of Section |, Such Termination
Farm may be used at will by the Second
Fiduciary to terminate such
authorization withoul peralty to the
Plans and to notify the Bank in writing
o effect such termination by redeeming
the shares of the Fund held by the Plans
requesting termination within one
business day following receipt by the
Bank. either by mail, hand delivery,
facsimile, or ather available means at

the aption of the Second Fiduciary, of
written notice of such request for
termmination, provided that il due toe
circumstances beyond the control of the
Bank, the redemprion cannot be
executed within one husiness day, the
Bank shall have coe additional business
day to complete such redemption,
Surunary of Facts and Representations
Description of the Parties

1. The parties or entities that are
involved in the subject lransactions are
describecd as follows:

a. The Banlk is state-chartered bank
that is incorporated under the laws of
Hawaii and maintains its principal
office at | 132 Bishoep Street, Honeluly,
Hawaii, The Bank is a wholly-owned
subsicliary of First Hawaiian, Inc,, a
Delaware holding company.

Cver the past seventy vears, the Bank
and its corporate predecessors have
provided asset management services to
several types of accounts including
personal trusts, guardianship and
probate accounts, corporate assets
portlolio accounts and employves benefil
plans including HE-10 Plans, As of May
1, 1984, the Bank had total assets under
management of approximately $1.5
billion, The Bank serves as trustee with
respect to the ClFs and as an investment
adviser 1o the Fund portfolios described
hereirs,

k. The Mlans consist of retirement
plans qualified under section 401(a) of
the Code with respect to which the Bank
serves or will serve as a trustee or
investment fiduciary and that constitute
“pension plans” as defined in section
32) of the Act and section 4975(e1(1) of
the Code, The Plans do not include any
[rlans that are sponsored by the Bank. 7

¢, The CiFs consist of separate
irvestimen! portfiolios of the Firse
Hawaiian Bank Collective Investrment
Trust for Employves Benelil Trusts (the
Collecrive Investment Trusn) or simila
investment trusts that may be
established and maintained by the Bank
The Bank serves as trustee of the
Collective lnvestment Trust.

As of June 30, 1993, the agpregale Tair
rarker value of the current ClHFs
maintained by the Bank was
approximately $165.3 million
Participarion in the CIFs is limited o
Plans and public retirement funds for
which the Bank acts as trustee or co-
trustee or agent Tor the (rustee or
trustecs of such Plan or CIF,

The CIFs that will be invalved
initially ir the subject transactions are
the Equity Fund, the HR-10 Equity

CThe Deparoment horein (s noe proposing rellef
for ransactons afforded rellef by Section 4040c] af
the Act

Fund and the Pooled Fixed Income
Fund.f These CIFs will be terminated
irnmeciately following the in-kind
transfers.®

d, The Funds are separate portfolios
of open-end investment companies
registered under the 40 Act, The Funds
currently consist of the Bishop Strest
Funds, a Massachusetts business trust
thatl was established on May 25, 1994,
'he Bishop Streel Funds constitute a
ne-load, open-end management
investment company with four
portfolios in existence. The existing
Funds include the Equity Funed
lcorresponding to the Pooled Equity
Fund and the HE-10 Equity Fund of the
Collective Investment Trust) and the
High-Grade Income Fund
lcorresponding o the Fixed [ncome
Fund of the Collective Investment
Trust],

The Bishop Street Funds will issue
twi classes of shares, [nstitutional Class
M shares will be affered primarily o
apgency, liduciary, custodial and
advisory clients ol the Bank. Retail Class
I3 shares will be olfered primarily to
indivicuals, The Bishop Street Funds
will be offered and sold exclusively
through the use of prospectuses and
other materials and will be offered and
sold in full compliance with repulations
af the SEC.

The Bank will serve as the invesument
adviser to each of the Bishop Street
Funds. As the investment adviser, the
Bank will make investment decisions
with respect to the assets of each Fund
and continuously review, supervise and
administer each Fund's investment
program. For investment advisory
services rendered to the Funds, the
Bank will receive an investment
advisory fee. The Bishop Street Funds
will pay separate lees for services
provided to the Funds by the transfer
apent, administrator and custodian, all
af whom will not he affiliated with the
Bank. Meither the Bank nor its affiliates
will receive any 12b-1 Tees from the
Furds.

Description of the Transaclions

2. Because the Bank recopnizes that
(a) in-kind transfers to Funds that the
Bank services or advises of all or a pro
rata portion of Plan assets in the ClFs
ar all or a pro reta portion of Plan assets

B e Pooled Fooliy Fangd and the HE-LG |£|.'||.|I|.'_.'
Fund principally invest inoequily seevrities, The
Praaled Fixed Income Fund inveses primarily in
fimed iocome securilies or other tangible or
intangible pronecty ar intesests i either real on
perscnal propery,

WA fourth CIF . the Pooled Shoo-Term Fixed
Income Fund, will be terminated ar on prioe o the
time that the arhes C1Fs are canvested. A present,
the anly irvestog i this CIF is the Paoled Fixed

I||-:'|:-|r|-.' 2LArack,
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that the Bank otherwise manages, aned
() the approval process for additional
services for which a fee is charged and
fee increases by the Bank for these
services may be outside the scope of
Prohibited Transaction Exemption 77—
{42 FR 18732, April 8, 1977}, the Bank
tas requested relief for the ransactions
described in Sections [ and II. Each of
these transactions is discussed more
fully herein, The proposed exemption is
coriditioned an the satisfaction of
cortain requirements and compliance
with various general conditions which
are afsa discussed below. Tt is the Bank's
express infention thar the description of
these transactions and the conditions of
the requested exemption with respect to
such transactions will be applicable
uniformly to the current Funds and 1o
any of the ather Funds for which the
Bank serves as the invesiment advisor
and tn whick the Plans invest.

In-Kind Transfers to Punds

3, The Bank has maintained CIFs in
which the Plans have invested in
accordance with requirements unde
Hawaiian banking law that apply o
C1Fs, The Bank has decided to terminate
all current CIFs and to offer to the Plans
participating in such CIFs appropriate
interests in certain Funds as alternative
investments. Because interests in CIFs
generally must be liquidated or
withdrawn o effect distributions, the
Bank believes that the interests of the
Plans invested in ClFs would be better
served by Investment in shares of the
Funds which can be distributed in-kind.
Also, the Bank believes that the Funds
offer the Plans numerous advantages as
pooled investment vehicles, In this
regard. the Plans, as shareholders of a
Fund, have the opportunity to exercise
voring and other shareholder rights.

The Plans, as shareholders af the
Funds, as mandated by the SEC,
periodically receive certain disclosures
concerning the Funds: (a) & copy of the
prospectus which is updated annually;
ib] an annual report containing audited
financial statements of the Funds and
information regarding such Funds’
performance (unless such performance
information is included in the
prospecius of such Funds); and (c) a
semi-annual report containing
unaudited financial statements. In
addition, at the option of the Funds, the
Plans may receive other pertinent
information.

Wilh respect to the Plans, the Bank
reports all transactions in shares of the
Funds in periodic accound statements
provided the Second Fiduciary of each
al the Plans. Further, the Bank
maintains that the net asset value of the
portfolios of the Funds can be

maonitored daily from information
available in newspapers of general
circulation.

In arder to avoid the potentially large
brokerage expenses that would
otherwise be incurred, the Bank
proposes that from time to time it may
e appropriate for an individual Plan for
which the Bank serves as a liduciary to
rransfer all or a pro rata share of s in-
kind assets to any of the Funds in
exchangs Tor shares of such Funds. In
this regard, for example, in the case of
an in-kind exchanpge between an
individual Plan whose portfolio consists
of common stock, money market
securities and real estate, and a Fund
thal, under its investment policy,
invesls only in commaon stock and
money market securities, the exchange
would involve all or a pro rata share of
the commaon stock and money market
securities held by the Plan, if such stock
ang securities are eligible for purchase
by the Fund, and would not involve the
transfer or exchange of the real estate
holdings of such Plan. A Fund's eligible
irvestments are set forth in its
prospectus, Mo brokerage commission or
other fees or expenses (other than
customary transfer charges paid to
parties other than the Bank or its
alfiliates) will be charged to the Plans or
the Clls in connection with the in-kind
transfers of assets into the Funds and
the acquisirion of shares of the Funds hy
the Plans or the CIFs. Thus, the Bank
has requested prospective reliel Tor
rransactions which would involve: {a)
T'he in-kind transfer by the ClFs of all
or a pro rata portion of the assets of any
of the Plans held in such ClFs to the
Funds in exchange [or sharves af the
Fund which subsequently are
distributed to the Plans; ar (b) the in
kind transfer of all or a pra rata portion
af the assets of any of the Plans held by
the Bank in any capacity as liduciary on
behalf of such Plans to the Funds in
exchange for shares of such Funds;
provided thal conditions described in
Section | abowve are satislied,

[he Bank maintains that the in-kind
transfers of assets in exchange for shares
af the Funds are ministerial transactions
performed in accordance with pre-
established oljective procedures which
are approvved by the board of trustees of
each Fund. Such procedures require
that assets transferred Lo a Fund: {a) Are
consistent with the investmernt
abjectives, palicies, and restrictions ol
the carresponding partfolios of such
Fund, (b] satisfy the applicahle
requirements of the 40 Act and the
Code, and (¢} have a readily
ascertainable market value, In addition,
any assers that are transferred will be
liguid and will not be subject to

restrictions on resale. Assets which do
not meet these requirements will be sold
in the open market throsgh an
unalliliated brokerage Mo peice o any
transfer in-kind. Further, prior to
entering into an in-kind transfer, each
affected Plan receives certain
disclosures [rom the Bank and approves
such transaction in writing,

Valuation of assets transferred in-kind
to the Funds will be established by
reference to independent sources. In
this regard, for purposes of the
ransaction, it is represented that all
assets transferred in-kind are valued in
accordance with the valuation
procedures described in Rule 17a-7
vnder the 40 Act, as amended from
Hme to time or any successor rule,
regulation, or similar pronouncement
and the procedures established by the
Funds pursuant to Rule 1 Ta-7 for the
valuation of such assels. Such
procedures must require that all
securities for which a current market
price cannol be abtained by reference to
the last sale price [or transactions
reported on a recognized securities
exchange or NASDAQ be valued hased
on an average of the highest current
independent bid and lowest currernt
independent offer, as of the close of
business on the Jast business day
preceding the date of the Plan ar CIF
transfers determined on the basis of
reasonable inguiry from at least three
sources that are broker-dealers or
pricing services independent of the
Hanlk,

Further, the Bank represents thar
within 30 days of the completion of a
transfer in-kind, it will provide to Plans
written conlirmation of the identity of
each security valued under Rule 17a-
fiblid), the price of each security, and
the identity of each pricing service or
market maker consulted in determining
Lhe value of the assets ranslerved, The
securities subject o valuacion under
Fale 17(a)-7 (bl (d) include all securities
ather than “reported securities,” as the
termm is delined in Rule 11Aa3-1 under
the Securities Exchange Act of 1934 (the
"34 Act), or those quoted on the
MASDALD svstem or for which the
principal market is an exchange.

The value of the assets translerred in-
kind will be equal to the aggrepate value
of the corresponding portfolios shares of
the Fund at the close of business on the
tlate of the transaction. In this regard, it
is represented that for all conversion
transactions that ccour after the date of
this proposed exemption, the Bank, no
later than 90 days alter completion of
each in-kind transler of assets of the
Plans or the ClFs in exchange for shares
of the Funds, will mail to the Second
Fiduciary a written confirmation of the
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nutmber of CIF units held by each
allected Plan immediately before the
cornversion (and the related per unit
value and the aggregate dollar value of
the units transferred}, and the number of
shares in the Funds that are held by
each affected Plan following the
conversion {and the related per share
netl asset value and the aggregate dollar
value of the shares received),

The Initial Exemption Transactions

4. The Bank has requested prospective
exemptive relief, for the in-kind transfer
o the Bishop Street Funds, AL the time
of such in-kind transfer, all of the assers
of the three CIFs described above, which
are maintained by the Bank and in
which the Plans hold interests, will be
transferred to the Bishop Street Funds
which have investment objectives and
policies substantially identical to those
of the CIFs, At the same time, the three
CIFs will be terminated and the assels
of each, then consisting of shares in
portiolios of the Bishop Streer Funds,
will be distributed in-kind to the Plans
participating in such CIFs based on each
Plan’'s pro rata share of the assets of the
ClIFs on the date of the transaction,

The Bank will provide to each
affected Plan disclosures that announce
the termination of the CIFs, summarize
the transaction and otherwise comply
with provisions of Section | of the
exernplion, Based on these disclosures,
the Second Fiduciary from each affected
Plan will approve in writing the transfer
of the CIFs assets (o the corresponding
portfolios of the Bishop Streel Funds in
exchange lor shares of the Bishop Street
Funds, and the receipt by the Bank of
fees for services to the Bishop Street
Funds. The assets of Plans that do not
approve investment in the Bishop Street
Funds will be withdrawn from the CIFs
and held or invested in appropriate
alternative investments in accordance
with the terms of such Plans,

Privr to the transaction, the assets of
the three CIFs will be reviewed ta
conlirm that such are apprapriate
investments lar the corresponding
partfolins of the Bishop Street Funds
inte which such assets will be
rransferred. If any of the assets of the
three ClFs are not appropriate for the
Bishop Streel Funds, the Bank intends
to sell such assets in the open market
through an unaffiliated brokerage firm
priar to the transfer,

The assets transferred by the three
CIFs to the Bishop Street Funds will
consist entirely of cash and marketable
securities. For purposes of the transfer
in-kind, the value of the securities in
each of the three CIFs will be

determined based on market values as of

the close of business on the last

husiness date prior to the ransler (the
CIF Valuation Date). The values will be
determined in a single valuation using
the valuation procedures described in
Rule 17a-7 under the 40 Act, In this
regard, the "current markel price’ for
specific types of C1F securities involved
in the transaction will be determined as
follows:

i, I the securily is a Ureported security™ as
thiz term is defined in Bule 114031 under
the 1934 Act, the last sale price with respect
o such security reported in the consolidated
Lransaction reporiing system (the
Consalidated Svstern) Tor the CLF Valuation
Date; or if there are no reported iransacrions
in the Consolidated System that day. the
average of the highest independent bid and
the lovwest independent offer for such
security (reported pursuant o Rule 1A -1
under the 34 Act]. as of the close of business
an the CIF Valuation Date; or

b B the security is not a reperted security,
and the principal market for such secarity is
an exchange, then the las: sale on such
exchanpe on the ClF Valuation Date; or if
there is no J'i!])(]l"("‘!l Lransaclion on such
exchange that day, the average of the highest
independent bid and lowest independent
affer on such exchange as of the close of
business on the CIF Valuation Dace: or

o 1 the security is oot a reported seeuricy
and is quoted in the NASDALD svatem, then
thee averape of the hipghest independent bid
and lowest independent offer reported on
Level 1 of NASDAL as of the close of
husiness oo the CIF Valuaton Dace; or

d, For all ather securices, the averape of
the highest independent bid and lowes:
independent offer as of the close of husiness
ot the CLF Valuation Dace, determined on the
basis of reascnable indquiry, For securities in
this category, the Bank intends wo obitain
quotations from at least three sources that are
vither broker-dealers or pricing services
independent of and unrelaced 1o the Bank
and, where more than one valid guotation is
avallable, use the average of the quotations o
value the secarities. in conformance with
interpretacions by the SEC and pracuee under
Rule 17a-T7

The securities received by the
corresponding portfolios of the Bishop
Srreet Funds will be valued by such
portfolio for purposes of the transier in
the same manner and on the same day
as such securities will be valued by the
ClFs. The per share value of the shares
of each portfolio of the Bishop Street
Punds issued to the CIFs will be based
o the corresponding portfolio’s then
current net asset value, As a result af the
proposed procedure, the Bank expects
that the apgregate value of the shares of
the corresponding portfolio of the
Bishop Street Funds issued to the ClFs
tor he equal to the value aof the assels
(cash and marketable securities)
transferred to such portfolio as of the
opening of business on next business
day following the CIF Yaluation Dare.
The Bank also expects the value of a

Plan's investment in shares of a
corresponding portfalio of the Bishop
Street Funds as of the opening of
business on the date of the transaction
will be equal to the value of such Plan's
investment in the CIF as of the close of
business on the last business day prior
to the transaction.

Mot later than 30 business days alter
campletion of the transaction, the Bank
will send by repalar mail a writen
confirmation of the fransaction to each
affected Plan. Such confirmation will
contain: (a) The identity of each security
that is valued in accordance with Rule
17afibi4), as described above; (b) the
price of each such security for purposes
of the transaction; and (c) the identity of
each pricing service or markel maker
consulted in determining the value of
such securities, In accordance with the
conditions under Section [ of the
proposed exemption, similar procedures
will ooour upon any future in-kind
exchanges between CIFs maintained by
Lhe Bank or Plans, and the Funds,
Heceipt of Fees From Funds

5. Under certain conditions, PTLE 77-
4 permits the Bank to receive fees fram
the Funds under either of two
circumstances: (@l Where a Plan does
nat pay any investiment managermnent,
inyvestment advisory, or similar fees
with respeet to the assets of such Plan
invested In shares of a Fund lor the
entire period of such investment: or (h)
where a Flan pays investment
management, investment advisory. or
similar fiees to the Bank based on the
total assers of such Plan from which a
credit has been subtracted representing
such Plan's pro rata share of such
investrment advisory fees paid to the
Bank by the Fund, As such, il is
represented that there are bwo levels of
fees—those fees which the Bank charges
to the Plans for serving as trustee with
investment discretion or as investment
manager (the Plan-level fees): and those
fees the Bank charges to the Funds (the
Fund-level fees) lor serving as
investiment advisar, custodian, ar
service provider,

Plan-level investment management,
investment advisory, or fees for similar
services provided by the Bank are
currently charged in the form of a single
assel-hased investmen! management fee,
here is also a Plan-level trustee fee for
hasic administrative services provided
by the Bank as well as other specific
service fees, such as a cash "sweep” fee,
Currently, the annual investment
mapagement lee lor assets invested in
the Pooled Eguity Fund and the HR-10
Equiry Fund is 0,60 percent of assels
under management, based an the daily
net asset value of the fund. The fee for
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assets invested in the Pooled Fixed
Income Fund is 0.40 percent of assets
under management, based on the daily
net assel value of the fund. Plan-level
fees are subject to annual minimums for
administration and managemeni
expressed as flal dollar amounts and
administrative fees are subject to the
application of certain “break points.” In
addition to the Plan-level fees for
investment management, investment
achvisory, or similar services, a one-time
fee (also a flal dollar amount} may be
charged in connection with the
establishment of an account fora Flan,
and separate transaction fees may be
charged for various administrative
transactions, such as for example. a
participant loan. Depending an the
terms governing documents af the Plan,
Plan-level fees are paid to the Bank
either by the sponsor of the Plan ar from
the assets of the Plan, Plan-level fees for
investment management, investment
advisory or similar investment services
will terminate immediately after the
execution of the subject transactions
described herein

As mentioned above, the Bank may
receive Fund-level fees. Such Fund-
level fees can be divided into: (a) Fees
paid o the Bank by a Fund lar
investment management, investment
advisory, or similar services provided to
such Fund, and (b} fees paid to the Bank
for administrative, custedial, transfer,
accounting, and other Secondary
Services provided either to such Fund
orto the distributor of shares of such
Funds and its affiliates. The Bank is
currently not paid any fees in this
category from the Bishop Streel Funds,
The carrent fee arrangements between
the Bank and the Bishop Street Funds
provide for the Bank to receive fees [rom
the Bishop Streel Funds only for acting
as investment adviser, This
compensation paid to the Bank for
investment advisory services is in
accordance with agreements between
the Bishop Sueet Funds and the Bank,
I this regard, it is represented that the
Bishop Street Funds' Trustees and the
shareholders ol the Bishop Steect Funds
approve the compensation that the Bank
receives from the Bishop Street Funds,
Also, the Bishop Street Funds' Trustees
approve any changes in the
compensation paid to the Bank for
services rendered to the Bishop Street
Funds.

With respect to Plans managed by the
Bank that are invested in the Funds,
although such Mans will no longer pay
a Plan-level investment management fee
to the Bank, a Plan-level fee will
continue to be charged to the Plans for
basic administrative services nof

including investment management, /0
Such administrative services would
include, among others, the Bank's acting
as custodian of the assers of a Plan,
maintaining the records ol a Plan,
preparing pericdic reports concerning
the status al the Plan and its assers, and
accounting for contributions, benefit
distributions, and other receipes and
disbursements. These functions
performed by the Bank on the Plan-level
are separate and distinet from those
performed on the Fund-level by the
Bank,

The Bank will continue to receive
Plan-level compensation from the Plans
for investment management services
provided with respect o assets ol the
Plans not invested In shares of any of
the Funds, Since the Plan-level
investment management fee for Plans
investing in the Funds will terminate,
there will be no credit o the Plans their
pro rata share of the investiment
advisory fees paid at the Fund-level.
Instead, the only compensation received
by the Bank for investment advisory
services will be that which is paid by
the Funds to the Bank lor such services
rendered to such Funds, In addition, the
Bank will retain fees for providing
Secondary Services 1o the Funds,

The Bank believes that this proposed
fee arrangement complies with PTE 77
4. However, there is one difference from
PTE 7¥-4 requested by the Bank for
which an exemption is requited. [n this
regard, one of the requirements of PITE
T7-1 has been that any change in any
ol the rates of fees would require priar
writlen approval by the Seconcd
Ficduciary of the Mlans participating in
the Funds, The applicant maintains that
where many Plans participate in a Fund,
the addition ol a service or any good
faith increase in fees could not be
implemented until written approval of
such change is ablained from every
Second Fiduciary, The Bank proposes
an alternative which the Bank believes
provides the basic safeguards for the
Plans and is more efficient, cost
effective, and administratively feasible
than those contained in PTE 77-4.

In the event of an increase in the rate
of any investment management fees,

W The fact thet certain transactions and fee
arrangeErnents are the ‘il]|::i|_'|'| ol am adminisorative
exemplicn does nol eelieve the Dduciasies of he

saction 404 of the Act, Thus, 1
Dhepartmeny cactions e Dot es of the Plans
arwesting b the Funds that they have an ongoing
dhaty pnder secticn 404 ol the Act i menitos the
services prosided e the Plans o assure tht the fees
praced by the Plans lor such services e regsonabale
arn eelaticn fo e vilae of the services proyicded.
Such resprarsibalities would ineluce determinations
that the services proseided are net duplicative and
that the fees are eeasonable in lghe of the level of
servives powided

prevdisicns af
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investment advisary fees, or similar
fees, the addition of a Secondary Service
for which a fee is charged, or an
increase in the fees lor Secondary
Services paid by the Funds to the Bank
pver an existing rate that had been
authorized by the Second Fiduciary, the
Bank will provide, at least 30 days in
advance of the implementation of such
additional service or fee increase, to the
Second Fiduciary of the Plans invested
in such Fund a written notice of such
additional service or fee increase,
fwhich may take the form of a proxy
statement, letter, or similar
communication that is separate [rom the
prospectus of the Fund and which
explains the nature and amount of the
additional service or the nature and
amount of the increase in fees). In cthis
repard, such increase in fees lor
Secondary Services can result either
from an increase in the rate of such fee
or from the decrease in the number or
kind of services performed by the Hank
for such fee aver that which had been
authorized by the Second Fiduciary of

a Plan, The Bank believes that notice
provided in this way will give the
Secand Fiduciary of each of the Plans
adequale opportunity to decide whether
or not ro continue the authorization of
a Plan's investment in any ol the
portfolios of the Funds in light of the
increase in investiment maragement
fees, investment advisory fees, ar
similar [ees, the addition af a Secondary
Service for which a fee is charged, or the
increase in fees for any Secondary
Services. In addirion, the Bank
represents that such fee increase will be
disclosed to the Second Fiduciaries in
an amendment of ar supplement 1o the
Funds’ prospectus or in the Funds'
staternent of additional inlormation, 1o
the extent necessary to comply with
SEC disclosure reguirements, !

AN nerease in the amount ol a fee For an
eristing Secondary Seryvice fother than through an
tnvrease dn the value ol the underciving assels Do the
Funds) of the i||||:-c|ﬁ.i|'.|:-|| of a fee for & ||-.'x'l.-|'|-'
established Secondary Service shall be considered
wringrease in e rate of such Seconcary Fre,
Howvever, Inthe event a Secondary Fee has already
ey dleser ibed io werlning roothe Second Fiduciary
wnd the Second Fiduciary has provided
aulhorization for the smouet of such Secorliony
Fee, and such Tee was waived, oo funther action by
the Bank would be reguired inoarder for the Bank
1o feceive sueh fee al a laes time, Thos, o
example, no further discloswee would Be necessary
if the Hank had recetved authiorizacion for a fee for
custadial services Trom Flan investors and
subsequently determived wowilve the fee fora

:1|'r'.|:-cl wl i in order e atime riew investars bt
later chiprged the lee, However, reinstituting the fec
Al arpameniil greater than presiously disclosed
swallied nseessitale the Bank |i||:l'L'i|.|iII:\_l viptice ol the
fee increase and a Termination I'orm
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Authorization Requirements for the
Second Fiduciary

. The written notice of an additional
service [or which a Tee is charged or a
fee Increase, as described in
Represenratian 5, will be accompanied
by a Termination Farm, as defined in
paragraph (i) of Section 111, and by
instructions on the use of such form, as
described in paragraph (1) of Section 11,
which expressly provide an election to
the Second Fiduciaries to terminate at
will any prior authorizations without
penalty to the Plans, The Second
Fiduciary will be supplied with a
Termination Form annually during the
first quarter of each calendar year,
heginning with the first quarter of the
calendar year that begins after the date
the prant of this proposed exemption is
published in the Federal Register and
continuing for each calendar vear
thereafter, regardless of whether there
have been any changes in the fees
payahle to the Bank or changes in other
matters in connection with services
rendered to the Funds, However, if the
Termination Form has been provided o
the Second Filduciary in the event of an
increase in the rate of any investment
management fees, investment advisory
fees, or similar fees, an addition of a
secondary Service for which a fee is
charged, or an increase in any lees {or
Secondary Services paid by the Fund w
the Bank. then such Termination Form
need not be provided again to the
Second Fiduciary until at least six
mariths have elapsed. unless such
Termination Form is required 1o be seni
sooner as a result of another increase in
any investment management fees,
investment advisory fees, or similar
fees, the addition of a Secondary Service
for which a fee is charged, or an
increase in any fees for Secondary
Services

[he Termination Form will contain
instrictions regarding 1ts use which will
state expressly that the authorization is
rerminable at will by a Second
Fiduciary, without penalty to any Plan,
and that failure o return the form will
be deemed 1o be an approval of the
additional Secondary Service or the
increase in the rate of any fees and will
result in the continuation of all
authorizations previously given by such
secand Fiduciary, Termination by any
Plan of autharization to invest in the
Funds will be effected by the Bank
redeeming the shares of the Fund held
by the affected Plan by the close of
business on the day following receipt by
the Bank, either by mail, hand delivery,
Lacsimile. or cther available means at
the option of the Second Fiduciary, of
the Termination Form or any other

wrillen notice of termination. 1, due o
circumstances beyond the contrel of the
Bank, the redemplion cannot be
executed within one business day, the
Bank shall have ane additional business
day o complete such redemption,

The rates paid by each of the
portfaling of the Funds o the Bank for
services rendered may differ depending
an the fee schedule for each portfolio
and on the daily net assels in each
partfalio. The investment advisory fees
paid o the Bank by the Funds will be
hased on the different fee rates of each
of the portfolios into which the assets of
the Plans are allocaled, For example, for
services provided o the Fquity Fund.
the Bank receives Iram the Bishop Street
Funds an annual fee of 040 percen
hased on the Fund's average daily net
assets, For services provided to the
High-Grade Income Fund, the Bank
receives from the Bishop Streel Funds
an annual fee of 0.25 percent, based on
the Fund's average daily net assets. The
Bank proposes to allocate the assets of

the Plans among the portfolios offered of

the Bishop Street Funds andfor among
any af the Funds under the lecms of this
proposed exemption,

The impact of the change in fee
structures resulting from the exemptive
transactions on the aggrepate lees
received by the Bank is difficull to
determine, according to the applicant,
hecause various factors and variables are
urntigue to each Plan. These factors
include the size al the Plan, the extent
o which Plan assets are invested in the
Funds, usape by the Plans of separate
services provided by the Bank and the
application of certain “break poines’ in
the schedule of Plan-level fees. Further.
the Bank notes that Fund size, the
identity of the particular investment
portfolio of the Fund into which the
Flan assets are allocated and voluntary
waivers by the Bank of Fund-level lees
are likely to be different in each
situation and may alfect the aggregate
amount of fees received by the Bank. In
this regard, the Bank believes that. as o
each individual Plan, the caombined
total of all Plan-level and Fund-level
fees received by it for the provision of
services to the Plans and to the Funds,
respectively, is not in excess of
“reasonable compensation’” within the
meaning of section 408 (b (2] of the Act.

Conditions for Exemprion

T. 16 granted, this proposed exemption
will be subject to the satisfaction of
certain peneral conditions that will
further pratect the interests of the Plans.
For example, the proposed transactions
are subject ta the prior authorizatian al
a Second Fiduciary, acting an behalf of
each ol the Plans, who has heen

provided with full written disclosure by
the Bank. The Second Fiduciary will
generally be the administrator, sponsor,
or a committes appointed by the
sponsor to act as a named fiduciary Ton

a Plan.

With respect 1o disclosure. the Second
Fiduciary of such Plan will receive
aclvance written notce of the in-kind
transfer of assets of the CIFs and full
written disclosure of infarmation
concerning the Funds {including a
current prospectus for each of the Funds
and a statement describing the fee
structurea),

On the basis of the information
disclosed, the Second Fiduciary will
authorize in writing the investment of
assets of a Plan in shares of the Funds
in connection with the transactions set
forth herein and the compensation
received by the Bank in connection with
its services to the Funds, Written
authorization will extend to only those
investrment portfolios of the Funds with
respect Lo which the Plan has received
the written disclosures referred to above
and which are specifically mentioned in
such disclosure described above. Having
chiained the authorization of the
Second Fiduciary, the Bank will invest
the assets af a Plan amang the portfolios
and in the manner covered by the
authorization, subject to satisfaction af
the other terms and conditions of this
proposed exemption, However, the
Bank will not invest assets of a Plan in
any portfolio not specifically mentioned
in the written disclosure and
authorization described above, For
example. if the written authorization of
the Second Fiduciary covered anly ane
ol the portfolios then existing, the Bank
could only invest the assets of such
Plans in that one portfolio specifically
authorized. Further, il & new portfolio
were estahlished under any of the
Funds, the Bank could invest assels al
a Plan in such new portfolio only after
providing the required disclosures and
obraining from the Second Fiduciary a
separate written authorization which
specifically mentions the new portfolic.

[ addition to the disclosures
provided o the Plan prior to investment
in any of the Funds, the Bank represents
thar it will routinely provide at leas|
annually to the Second Fiduciary
updated prospectuses of the Funds in
accordance with the requirements of the
40 Act and the SEC rules promulgated
thereunder, Further, the Second
Fiduciary will be supplied. upon
request, with a report ar statement
twhich may take the form of the most
recent financial report of such Funds,
the current staterment of additional
information, or some other written
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statement) which contains a description
of all fees paid by the Fund,

[he Bank does not now execute nor
in the future intend (o execute securities
brokerage transactions for the
investment portfolios of any of the
Funds. except as and to the exterd
permitted by the 40 Act and applicable
rules of the SEC. However, in the event
the Bank ever performs brokerape
services for which a fee is paid to the
Hank hy the investment portfolio of any
of the Funds, the Bank represents that
it will at least 20 days in advance of the
implementation of such additional
seryice provide a written notice which
explains the nature of such additional
brokerage service and the amount of the
fees, Further, the Bank represents that it
will provide al least annually 1o the
Second Mduciary of any Plan that
invests in such Funds with a written
disclosure indicating (a) the total,
expressed in doellars, of brokerage
cormmissions of each Fund's investment
portiolio thal are paid to the Bank by
such Fund: (B) the total. expressed in
dollars, of brokerage commissions of
cach Fund's investment poctfolio that
are paid by such Fund to brokerage
firms unrelated to the Bank: () the
average hrokerage commissions per
share, expressed as cents per share, paid
tn the Bank by each portfolio of a Fund,
and (d) the average brokerage
commissions per share, expressed as
cents per share, paid by each paorifalio
of a Fund to brokerage firms unrelated
o the Bank.

The receipt af fees, as described
abowve, is penerated in connection with
the investment in the Funds by the
Plans, These investments are the result
of purchases of shares in the Funids and
exchanges of assets of the Plans,
including those in ClFs, for shares in the
Funds.

With respect to such purchases, (a)
the Plans and other investors will
purchase or redeem shares in the Funds
in accordance with standard procedures
described in the prospectus for each
portfalio of the Funds: (b) the Plans will
pay no sales comimissions ar
recdemption fees in connection with
purchase or redemption of shares in the
Funds by the Plans: (c) the Bank will
not purchase from or sell to any of the
Plans shares of any of the Funds: and {d)
the price paid or received by the Plans
for shares of the Funds will be the net
asset value per share at the time of such
purchase or redemption and will be the
same price as any other investor would
have paid or received at that time. The
value of the Bishop Street Funds shares
and the value of each Bishop Street
Funds’ portfolios are determined on a
daily basis, In the case of the non-

money market portfolios, assets are
walued at fair or market value, as
required by Rule 2a-4 under the "40 Act.
In the case of any money markes
purtiolio, the assets are valued based an
the amortized cost method authorized
by SEC Rule 2a-7, in order to maintain
a net asset value of 51,00 per share. Both
the money market portfolios and the
non-money market portfolios determine
the net asset value per share for
purposes of pricing purchases aned
redemptions by dividing the value af all
securities, determined by a method as
set forth in the prospectus for each
Bishop Street Fund porcfolio, and other
assets belonging to each of the
portfolios, less the liabilities charged 1o
each portfolio, by the number of each
portfalio’s ourstanding shares.

Purchases and redemptions of shares
in any of the Funds by the Plans may
also pecur in connection with daily
automated cash “sweep” arrangements,
Howewver, agreement to such
arrangement is not a condirion far the
Plan otherwise choosing to invest in
shares of the Fund, nor will the reverse
he required,

Under the automated cash “sweep”
arrangement, a Plan may participate in
the "sweep' program only with the
initial written approval of the Second
Fiduciary and only after certain
disclosures have been provided by the
Bank. If such approval is given, cash
balances of the Plan held from time to
time thereafter pending other
investiment or distribution are invested
automatically in shares of the Bishop
Street Funds Money Market Fund or
cther short-term investment vehicle
selected by the Second Fiduciary on
behall of a Plan. The autcmated cash
Usweep” arrangement would not
involve shares of any non-money market
portfolios.

Alter the Money Market Fund of the
Bishop Street Funds has been selected
by the Second Fiduciary an behalf of the
Plan, otherwise uninvested cash down
tor the last $1.00 balance of the Plans
may be invested automatically on a
nightly hasis. The Bank has no
discrerion with respect to the timing of
the "sweep’ either into or out of the
Bishop Street Funds, Under the
automated “sweep' arrangement, the
Bank's computerized cash management
system automatically scans the accounts
of the Plans, as of the end of each
business day to derermine swhether such
accounts have positive or negative net
cash balances. Based on this
information, the system automarically
invests the case of the Plans having
positive balances in shares of the Money
Market Fund. In the case of a Plan
having a negative cash balance, the

system automatically liguidates the
Bishop Street Fund shares as necessary
to eliminate such negative balance,

Plans may terminate their
participation in the automated cash
“sweep' " arrangement and withdraw al
ary time by notifying the Bank. Such
termmination will be effected by the Bank
redeeming the shares of the Bishop
Street Funds held by the Plan requesting
termination by the close of the business
day following the date of receipt by the
Bank, either by mail. hand delivery,
facsimile, or other available means of
written commmunication at the oprion of
the Second Fiduciary, of the
Termination Form or any other written
notice of termination. However, if due
Lo circumstances beyvond the control of
the Hank, the redemption ol shares al
such Plan cannot be executed within
one business day, the Bank would
complete the redemption within one
additional business day,

Mo fee, charge or penalty of any kind
is charged In connection with a
rerminaticn by a Plan of participation in
the automated cash 'sweep
arrangemment’” in the Bishop Street
Funds ar in any of the Funds. The Bank
currently charges a Plan-level cash
sweep [ee for sweep services in
conpection with the investment of cash
balances in short-term investment
vehicles managed by unaffiliated
entities, This fee will be terminated for
Plans thar elect 1o use the Money Market
Fund as their cash management vehicle,
[he Bank does not charpe separate or
additional fees ta Plans in order 1o
participate in the daily automated cash
“sweep arrangement through the
Bishop Street Funds, nor is such
additional compensation contemplated
by the proposed exemption.'?

The Depertment inoaletter clated Auguast |
1986, 1o Bobert 5, Plotkin, Assistant Direciar,
Dawvlsion af Banking Supervision and Regulacion,
Board ol Governors of the Federal Beserve Bvatem,
addressed the applicatbon ol section Q080 12] of the
Al W arrangements .||1'-.-.1vi|:_|_!I '-;'\.'.'l'|:|:-.-1|‘-|'\f:|'l."\- “ln
Lol lelter, ke |J|'-|:.1|I mieril set forth sevieral
ey Lo il ivstrate varionas circomstarces unoder
weinich wioations el sectien Q06100 of the Aot wonld
sacith r|'~,':1|,'|'l L =0 h 1;r|'.-_|||§_!| nerts
sely, the letter provided that, 17 a bank
provides Usweep” services withowt the receion ol
addltional compensation or other consideration
wihier than reimbursement of direct expenses
properly and ectually incurced in the performance
ol such services), then the provislon af “sweep'
servives by the bank would nat, o itsell, constioe
aowinlation of section 406iE) of the Ao Mareoser
including “sweep'" services under a single {ee
::|'|'.-|||;:-:'|1||'r'.l Tor & sLrrisnd i el ‘il"r'L'ii"l:“-
which is calculated as v percentage of the marke
salue ol the taial assets under Mangagement waol e |
not, in self, constitute an act described in section
A0GIR LY, because the bank would not be exercising
its fiduciary authority or control to cause a phan to
e an additional fee

[ addirion, the lemer also disciesses the
applicability of the statuiory exemorions uele
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8. In sumanary, it s representec thal
the proposed transactions will satisfy
the starutory criteria for an exemption
under section 408(a) of the Act hecause:

[a) Meither the Plans nor the CIFs will
pay sales commissions or redemption
fees in connection with the in-kind
transfer of assets to the Funds in
exchange for shares of the Funds or in
connection with purchases or
redemprions by the Plans of shares of
the Funds, including purchases and
redemptions handled through daily
automated cash "sweep” arrangements.

(b) The Plans or the CIFs will receive
shares of the Funds that are equal in
value to the assets of the Plans ar the
CIFs exchanged for such shares, as
determined in a single valuation
performed in the same manner and as ol
the close of business on the same day in
accordance with the procedures ser
forth in Bule 17a-7 under the "40 Act,
as amended from time to time or any
successar rule, regulation or similar
pronouncemeant,

[e) Mol later than 30 business days
after completion of each in-kind transfler
ol assets in exchange for shares of the
Funds, the Plans will receive wrirten
conlirmation of the assets involved in
the exchange which were valued in
accardance with Rule 17a-7(h}{4). the
price of such assets and the identity of
the pricing service or market maker
consulted,

d) Mo later than 90 days alter
completion of each in-kind transler of
assels of the plans or the ClFs in
exchange for shares of the Funds, the
Bank will mail ta the Second Fidueiary
af each Plan, a written confirmation of
the number of CIF units held by each
affected Plan immediately before the
conversion |and the related per unit
value and the aggregate dollar value of

the units transferred), and the number of

shares in the Funds that are held by
each altected Plan following the
conversion [and the related per share
net assel value and the aggregate dollar
value of the shares received),

[#] The price that will be paid or
received by the Plans for shares in the
Furics is the net asset value per share al
the time of the transaction and is the
same price for the shares which would
have been paid or received by any ather
investor for shares of the same class at
that rime,

[f1 Meither the Bank nor an affiliate,
including any officer or director will
purchase from or sell to any of the Plans
shares al any of the Funds,

secior ARG ol the Act [Fees Tor ' 1
angd under sectian 408 HHA of the Act
drmvestments in collvctive trust funds maintelned by
such hank) to such Vsweep” service arrangements.

sorvices |

[ As 1o each individual Plan, the
combined total of all fees received by
the Bank far the provision of services to
the Plan, and in conmection with the
provision of services to any of the Funds
in which the Plan mav invest, will not
b in excess of “reasonable
compensarion’ wicthin the meaning of
section 408(LH2) af the Act

(k] The Bank will not receive any
12b-1 Fees in connection with the
proposed rransactions.

(i) Prior to investment by a Plan in
ary of the Funds, in connection with
transactions, the Second Fiduciary will
receive a full and detailed wrinen
disclosure of information concerning
such Fund.

(i) Subsequent to the investiment by a
Plan in any of the Funds, the Bank will
provide the Plan, among other
information, at least annually with an
updated copy of the prospectus for each
of the Funds in which the Plan invests.

(k) In the event such Fund places
brokerage transactions with the Bank,
the Bank will provide the Second
Fiduciary of such Plan at least annually
with a statement specifyving the tatal,
expressed in dollars, of brokerage
commissions of each Fund's investment
portfolio that are paid by such Fund ro
the Bank and to unrelated brokerage
firms and the average brokerage
commissicns per share, expressed as
cents per share, by each portfolio of a
Fund paid to the Bank and (o brokerage
firms unrelated to the Bank.

i) On the basis of the disclosures, the
Second Fiduciary will authorize the
rransactions,

(m) The authorization by the Second
Fiduciary will be terminable at will
without penalty to such Plans, and any
such termination will be elfected by the
close al the business day ollowing the
date of receipt by the Bank, either by
mail, hand delivery, lacsimile ar other
available means of written
communication at the aption al the
Second Fiduciary, of the Termination
Farm or anv other written notice ol
termination, unless due ro
circumstances beyvond the control of the
Bank delay execution for no more than
one additional business day.

in) The Plans do not pay investment
management, investment advisory ar
similar fees to the Bank with respect to
any of the assets of such Plans which
are invested in shares of any of the
Funeds

o) The Second Fiduciary will receive
a written notice accompanied by the
Termination Form with instructions
regarding the use of such form, ar least
30 days in advance of the
implementation of any increase in the
rate of any fees for investment

managemnent, investiment advisory or
similar fees, any addition of a
Secondary Service lor which a fee is
charged, ar any increase in fees for
Secandary Services that the Bank
provides o the Funds,

ipr All dealings between the Plans
and any of the Funds will be an a basis
no less favorable to such Plans than
dealings between the Funds and other
sharehalders holding the same shares of
the same class as the Plans
FOR FURTHER INFORMATION CONTACT: Ms,
Jan ), Broady of the Department,
telephane (202) 219-8BE], (This is not
a oll-free number.)

General Informgation

The attentionjol interested persons is
directed to the fallowing:

(1) The fact thar a transactian is the
subject of an expmption under section
408 (a) of the Adt and/or section
4975(c)i2) af the Code does not relieve
a fiduciary ar ofher party in interest ol
disqualified pefson from certain other
provisions of the Act and/or the Code,
including any prohibited rransaction
provisions to which the exemption does
not apply and (he general lduciary
responsibility provisions of section 404
of the Act, whibh among other things
require a fduclary to discharge his
duties respectihg the plan solely in the
interest of the participants and
beneficiaries of the plan and in a
prudent fashion in accordance with
section 4040a) {1 )b of the act; nor does
it alfect the requirement of section
401 (a}) of the Jode that the plan must
operate lor thy exclusive benefit of the
cmployees of fhe employer maintaining
the plan and their beneficiaries;

12) Before af exemprion may be
granted undensection 408 (a) of the Act
and/ar section 497500 (2] of the Code,
the Departmefit must find thar the
exempton is pdministeatively feasihle,
in the interesgs of the plan and of its
participants apd beneficiaries and
protective of the riphts of participants
and beneliciafies of the plan;

13 The proposed exemptions, if
granted, will be supplemental Lo, and
nat in derogation of, any other
provisions offrhe Act and/or the Code,
including stafutory or administrative
exetnplions and transitional rules,
Furthermore [the fact that a transaction
is subject to gn administrative or
slatutory exefmption is not dispositive of
whether the fransaction is in [act a
prohibited transaction; and

i1} The prgposed exemptions. if
granted, willlbe subject to the express
condition that the material facts and
representarigns contained in each
application gre rrue and complete anc
accurately describe all material terms of




