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12 The Bank is not requesting an exemption for
any investment in the Funds by employee benefit
plans sponsored and maintained by the Bank (the
Bank Plans). The Bank represents that the Bank
Plans may acquire or sell shares of the Funds
pursuant to Prohibited Transaction Exemption 77–
3 (PTE 77–3, 42 FR 18734, April 8, 1977). PTE 77–

3 permits the acquisition or sale of shares of a
registered, open-end investment company by an
employee benefit plan covering only employees of
such investment company, employees of the
investment adviser or principal underwriter for
such investment company, or employees of any
affiliated person (as defined therein) of such
investment adviser or principal underwriter,
provided certain conditions are met. The
Department is expressing no opinion in this
proposed exemption regarding whether any
transactions with the Funds by the Bank Plans
would be covered by PTE 77–3.

13 The transactions with the Funds involving
Client Plans for which the Bank acts as a
nondiscretionary trustee may be covered by
Prohibited Transaction Exemption 84–24 (PTE 84–
24, 49 FR 13206, April 3, 1984). PTE 84–24
provides, among other things, an exemption for the
purchase by a plan of securities issued by an
investment company from, or the sale of such
securities to, an investment company or an
investment company principal underwriter, when
the investment company, principal underwriter, or
investment company investment adviser is a
fiduciary or service provider to the plan solely by
reason of the sponsorship of a master or prototype
plan or the provision of nondiscretionary trust
services to the plan, or both, if the conditions
discussed therein are met (see Section III(f) and
Section IV of PTE 84–24). However, the applicant
states that it is unclear whether PTE 84–24 would
cover either: (i) The ‘‘conversion’’ transaction,
pursuant to which Plan interests in the CIFs are
exchanged for equivalent interests in the Funds; (ii)
the ‘‘fee offset’’ mechanism, pursuant to which the
Bank ensures that Plans are not charged investment
advisory fees at both the Plan-level and the Fund-
level; and (iii) the ‘‘negative consent’’ mechanism,
pursuant to which future Fund-level fee
modifications are deemed approved unless the Plan
submits an ‘‘investment termination form’’ after
receiving notice of the fee modification, as
discussed herein. The Department expresses no
opinion in this proposed exemption regarding
whether such transactions would be covered by
PTE 84–24.

14 The Bank does not anticipate that the Client
Plans will invest in the Peachtree Georgia Tax-Free
Fund, since the Plans are not subject generally to
Federal or State income taxes and would not need
to seek tax-free income.

Bank of the form; provided that if, due
to circumstances beyond 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 sale.
Effective Date: If the proposed
exemption is granted, the exemption
will be effective February 11, 1994.

Summary of Facts and Representations
1. The Bank is a Georgia corporation

with its principal offices located at 55
Marietta Street, N.W., Atlanta, Georgia,
and is a wholly-owned subsidiary of
Bank South Corporation, a bank holding
company. The Bank provides trust
services to approximately 128 employee
benefit plans with total assets of
approximately $132 million, as of
November 1, 1993. The Bank has total
assets under management of
approximately $1 billion.

The Bank serves as a discretionary
trustee, investment manager, directed
trustee, or custodian for the Client
Plans. The Client Plans include various
pension, profit sharing, and stock bonus
plans as well as voluntary employees’
beneficiary associations, supplemental
unemployment benefit plans, simplified
employee benefit plans, retirement
plans for self-employed individuals (i.e.
Keogh plans), and individual retirement
accounts (IRAs).

The Bank represents that its status as
a fiduciary with investment discretion
for a Client Plan arises out of its
relationship as a trustee or investment
manager for such Plan. The Bank may
exercise investment discretion for all or
a portion of the assets of a Client Plan.
As a custodian or directed trustee of a
Client Plan, the Bank has custody of
Plan assets, collects all income,
performs bookkeeping and accounting
services, generates periodic statements
of account activity and other reports,
and makes payments or distributions
from the account as directed. However,
the Bank has no duty as a custodian or
directed trustee to review investments
or make recommendations, acting only
as directed by an authorized
Independent Fiduciary.

2. The Bank requests an exemption for
investments in a Fund which occur
through an in-kind transfer of a Client
Plan’s pro rata share of assets of a
terminating CIF to a corresponding
Fund in exchange for shares of such
Fund.12 The Bank also requests an

exemption for the receipt of fees from
the Funds in connection with the
investment of assets of a Client Plan
(including any Client Plan invested in a
CIF which transfers its assets to a Fund),
for which it acts as a trustee, directed
trustee, investment manager, or
custodian in shares of the Funds in
situations where the Bank acts as an
investment adviser to the Funds. The
exemption for the receipt of fees would
include Client Plans for which the Bank
exercises investment discretion as well
as Client Plans where investment
decisions are directed by an
Independent Fiduciary.13

3. The Funds are a Massachusetts
business trust organized as an open-end
investment company registered under
the 1940 Act. The Funds currently
consist of five Funds or ‘‘portfolios’’,
each having a separate prospectus and
representing a distinct investment
vehicle. The shares of each Fund
represent a proportionate interest in the
assets of that Fund. The existing Funds
include the Peachtree Government
Money Market Fund, the Peachtree
Prime Money Market Fund, the
Peachtree Bond Fund, the Peachtree

Equity Fund, and the Peachtree Georgia
Tax-Free Fund.14 The Bank states that
additional Funds may be established in
the future. Shares of the Funds are
offered and sold to eligible investors,
including the Client Plans and other
trust clients of the Bank, as a means of
acquiring an interest in a diversified
portfolio of investments. The Bank
states that the Fund shares are offered
to the Bank’s trust customers, including
the Client Plans, under terms and
conditions which are at least as
favorable to such customers as the terms
and conditions offered to any other
customers of the Bank.

Investments of Client Plan assets in
the Funds occur either through a
transfer of assets from a terminating CIF,
the direct purchase of shares of the
Funds for a Client Plan by the Bank, the
transfer by the Bank of Client Plan
assets from one Fund to another Fund,
or a daily automated sweep of
uninvested cash of a Client Plan by the
Bank into one or more Funds previously
designated by the Client Plan for
sweeping such cash. All such
investments for the Client Plans are
made pursuant to the Independent
Fiduciary’s prior written authorization
and annual reauthorization to the Bank.

4. Federated Securities Corporation
(FSC) is the principal distributor for all
shares of the Funds including shares
which are sold to the Client Plans.
There are no fees for distribution
expenses, pursuant to Rule 12b–1 under
the 1940 Act, paid by the Client Plans
or other trust clients of the Bank to FSC
for any shares of the Funds. In addition,
the Bank does not and will not receive
fees payable pursuant to Rule 12b–1 in
connection with transactions involving
any shares of the Funds. However, such
shareholders are charged for certain
administrative expenses of the Funds.
FSC is a subsidiary of Federated
Investors (Federated) which, through
other subsidiaries, acts as the transfer
and dividend disbursing agent for the
Funds and provides certain personnel
and administrative services for the
Funds. Federated and its subsidiaries
are unrelated to the Bank. The Bank of
New York is the custodian for the
securities and cash of the Funds.

5. The Bank serves as the investment
adviser for the Funds pursuant to
investment advisory agreements with
the Funds (the Agreements) which
allow the Bank to receive monthly
investment advisory fees based on a
certain percentage (i.e., between .33%


