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Re: Kemper Money Market Funds
 

Dear Mr. Mathis: 

Your letter of June 21, 1995 requests our assurance that we would not recommend 
that the Commission tae any enforcement action under sections 17(a), 17(d) and 12(d)(3) of 
the Investment Company Act of 1940 ("1940 Act") and the rules thereunder if five open
end investment companies advised by Kemper Financial Services, Inc. ("Funds"),1 Kemper 
Asset Holdings, Inc. ("KAI") and Kemper Corporation effect the transaction summaried 
below and more fully described in the letter. 

Each Fund is a money market fund that seeks to maintain a stable net asset value per 
share of S i .00, and uses the amortized cost method of valuation in valuing its portfolio 
securities as pennitted by rule 2a-7 under the 1940 Act. The Funds hold taxable notes 
issued by Orange County, Caliornia in the aggregate pricipal amount of $198 milion that 
mature on July 10. 1995 ("Securities"). The Securities pay interest at a rate equal to one
month LIOR, and the maximum interest rate is "capped" at 12 %. As a result of the 
Orange County bankptcy ming on December 6, 1994, the Funds were unable to obtain 
reliable market quotes for these Securities and each Fund determined the fair value of the 
Securities to be less than their amortized cost values.
 

On December 15, 1994, the Funds, Kemper Corporation and KAI entered into a
loss by shareholders of

put and call agreement ("Put Agreement") in order to avoid potential 


the Funds. In general terms, each Fund continued to hold the Securities and carred them in 
an amount that reflected their par values based on the Put Agreement. The Put Agreement 
was entered into after the staff of the Division of Investment Management inormed the 
Funds that it would not recommend to the Commission enforcement action against the 
Funds, Kemper Coiporation or KA if the Put Agreement was effected. 

On January 26, 1995, the Put Agreement was replaced with a letter of credit 
arrngement ("Restated Transfer Agreement"). Under the Restated Transfer Agreement, the 

The Funds are Kemper Money Market Fund, Cash Equivalent Fund, Kemper Portfolios, 
Cash Account Trust and Kemper Investors Fund. 
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Bank of New York (tfBONY")\ upon application of Kemper Corporation and KA, issued 
a letter of credit (tfLOC ") in the amount of $205 milion ($198 milion attributable to the 
principal value of the Securities and $7 milon attributable to interest) to guarantee the 
payment of pricipal and interest when due on the Securities. In the event that the amount 
of the LOC was insuffcient to cover full payment of interest on the Securities, KA agree
to pay any such shortfal. KA and Kemper Corporation3 also guartee any interest 
(accrued or payable) on the Securities that exceeed the $7 million amount provided for
under the Restated Transfer Agreement. The Restated Trasfer Agreement by its terms 
expires on July 10, i 995 (the maturity date of the Securities). The staff provided "no
action" assuraces to the Funds with respect to the Restated Transfer Agreement on January
 

25 and February 24, i 995. 

Kemper Corpration, KA and the Funds seek to modify the terms of the Restated 
Transfer Agreement as described in your letter of June 21 in light of developments in the 
Orange County bankptcy. The Funds have been inormed that Orange County, in all 
likelihood, wil not make the scheduled pricipal payment due on the Securities on July 10. 
1995. Rather, Orange County is contemplating an amendment, substitution or extension of 
the Securities ("Amendment") that would, among other thigs, extend the maturity date of 
the Securities to June 30, 1996 and contain certain other terms to be negotiated ("Amended 
Securities"). The interest rate on the Amended Securities would be equal to one-month
 

LIBOR, plus 0.95 % subject to a 12 % "cap." A portion of the interest on the Amended 
Securities would be payable monthly, and a portion of the interest would be accrued and 
paid to the Funds at a later date. 

As a result of these developments, you state that the Funds, Kemper Corporation and 
KAl have proposed to amend the Restated Transfer Agreement as summaried below and 
more fully described in your letter of June 21 ("AmendtX Restated Transfer Agreement"). 
The Amended Restated Transfer Agreement would, by its terms, expire on the fmal maturity 
date of the Amended Securities. Under the Amended Restated Transfer Agreement, the 
LaC issued by BONY ("Amended LOC") would provide for the payment to the Funds of 
$2 i 2 milion ($198 milion attributable to the principal value of the Amended Securities, and 

, $14 million attributable to interest). In addition, the Funds would have the unconditional 
right to draw on the Amended LOC if scheduled interest and pricipal were not paid when 
due under any circumstances, including a repudiation by Orange County of its obligations 
under the Amended Securities. As under the LaC, KA would agree to reimburse BONY 
for any payments made to the Funds under the Amended LOC, and KA's reimbursement 
obligation under the Amended LOC would be guarantee by Kemper Corporation. Under 
the Amended Restated Trasfer Agreement, the Funds wil receive the higher of (i) interest 
accrued at an annualized rate, reset monthly, of LIOR plus 0.50% with no "cap" or 
(ii) interest accrued at the rate provided under the Amended Securities (interest accrued at an
annualized rate, reset monthly, of LIOR plus 0.95% subject to a 12% "cap"). 

: BONY currently has ratings on its short-term debt obligations of A-I from Standard & 
Poor's Corporation. Prime- i from Moody's Investors Services, Inc., and Duff- 1 from Duff 
& Phelps, Inc. 

a rating on its short-term debt obligations of Duff-l from
Kemper Corporation currently has 


Duff & Phelps, Inc. 
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You represent that the boards of trustees of the Funds, including a majority of the 
trustees who are not "interested persons" of the Funds as defined under section 2(a)(19) of 
the 1940 Act, have determined that it is in the best interests of the Funds and their 
shareholders not to draw under the current LaC, but, rather, to accept the Amended 
Restated Trasfer Agreement and the Amended LOC. Ths determination was based, in 
part, on an evaluation of the credit qualty of BONY, and the interest rate provided by the 
Amended Restated Transfer Agreement. You also represent that the boards of Trustees of 
the Funds have determined that the Amended Securities, together with the Amended Restated 
Transfer Agreement and the Amended LaC, are "Eligible Securities" as defined in 
paragraph (a)(5) of rule 2a-7 under the 1940 Act, and present minal credit risks as 
required by pargraph (c)(3) of that rule. Finaly, you have concluded that the amount of
 

the Amended LOC attributable to interest ca reasonably be expected to cover any interest 
due on the maturity of the Amended Securities. 

On the basis of the facts and representations in your letter, we wil not recommend 
enforcement action under sections 17(a), i 7(d) and i 2(d)(3) of the i 940 Act and the rules 
thereunder. You should note that any different facts or representations might require a 
different conclusion. Moreover. this response expresses the Division's position on 
enforcement action only and does not express any legal conclusions on the issues presented. 

Sincerely, 

. // - r- ,J'
i d J
/ ....g oJ ,/ z (-~...,. í'. ..'" -- '.
 ..~ ----
Raben E. Plaze 
Assistant Director 
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Kemper Corporation Long Crove, Il60049-0001 . 7081320-2000 

June 21, 1995
 

VI F ACSThHLE
 

Mr. Robe E. PIau
Assis Dirr 
Offce of Disclosu and Inves 

Advi Regulation 
Division of Inesmit. Mangemt 
Secti an Exhage Commsion
 
450 Fif Stret, N. W.
 

Mail St 10-6
 
Wasn, D.C. 20549 

Re: Reqt for No-Acti Asan un Section 11(a) of the 
Invest Company Act of 194
 

De Mr. Pla: 

Kemer Corportion intly own Ke Final Servces, In. (tlKFS"), th 
investm maer of the money ma fus ("Fs") deried on th athed Exbit A.


Kemper Corpration.
Keel' As Holdings, In. (rrKAtI) is a wbolly-own subsidiar of


Each of Kemr Corpration and KA is an a.te perso of an afated person of each
Fu: 

which is atthe,
By ler date Febru 24, 1995 eFebni 24 ReSt"), a co of 


Kemper Corration sought assu from th sta of th Divison of Investm Mangem 
("Division n) tht it would not recoend enorcent acon to th Commion under Section
17(a) "'nl' cer othpr gectìoDS of th Inestment Cor:my Act of 1940 ("194 Ac"), or the
r-iJes tl""u.~~r, if ea Fu an KA-a e"..~d in a Re Nore Proed Trafer 
Agent wit ccrnÎri of KA's obligations thuner gu.aed by Kemr Corpration
('Resta Trafer Agrent"). Th Re Tr.wfer Agræcnt relates to c."" se.L'lties 
("Secnries ') ìssua by Or~c Couuty. Carrornia tht are owüe by the Fun in th agggate 
pripa amun of $198 miion an certin lers of crt ("LOCII) issued to rh Fun by
Th Ban oÎ New York upn appliti of KA aM Ke Corporation in th agggate 
amoun -of $205 miion ($198 mion asbable to pnnípal an ~ mion asbale to
 

vp.(l!~"1. Y1 061Z2/95
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Mr _ Roben E. Plaz
 
Re: No-Acton Assu
 
June 21. 1995
 

Page 2 

inte) to gu th paym of priipal an inret whe du on tb Seces~ In ti
even tht the amou of the LOC is imcie to cover full payment of int aD the 
Seti, KA wi pay th amun of an slall. Kempe Corporation ba gu th
 
obligation of KA to pay an so shortall. For sbor-te debt obligaons, Th Ban of 
New York cuy ba ratis of A-1 fr Sta & Poor's Corporati Pr1 frm
 
Moo's Invesrs Serviccs, In.. Du-l fr Duff & Phelps, I~. an F-l+ frm FIth
 
Invesrs Serce, Iæ.. an Keper Corraon cuy ha a rati of Duff-l frm Duff & 
Phlps, In.
 

Th Sec, th Rescued Trafer Agremem an th LOC are deribe in th

Febru 24 Ret. Th Febru 24 Reue was th thd of a seres of requets by Ke 
Corption rete to th Secti. al of whi wer grte by th DivÎsion staff. Th ñr
 
tw rests were made by letrs date Decr is, 1994 and Jan 25, 1995.
 

Cuy, un th Secti an the LOC, priipal is cl on 1uly 10, 1995 and
ìn is payable mont at an an rate equa to UBOR wít a mont rest an a
mSirnum in Il level or Hea" of 12%. Althug, to ~te. al in du on th 
Sees ha been paid. th Fund have bee inor tht OIae County will not. in all
likilod, mae the scheduled priipal paydu on Jul 10. 1995. Ra, the Fui have 
be inorm tht Ornge COUIty is COntlatig an amer, substn or exn of
 
th Seti (m: n .A,!T~~.dt") tht would exte th matuty dae to June 30, 199 an

CQin ce in oth term to be negoti:ite (mclud a ne-:i int raæ, som porton of 
wluch, ra.r th bein due an payable moJiy, may accru um the new mnty d:).
 
KF believes tht it is likly th th tei of th Securii., as amnded by ú'i Amnrlem (tli. 
.. Amend Secti"), wil be such tht it wi be in th best int of th Fun not to
 
exe thirng to drw under th LOC. KA is wilg to contac with the Fun so tht,
by vi of eithr th Am Seati or KA's agrent th Fuds wil reve th
high of (i) intest acmed at an analid rate, reset molIy. of LIOR plu 50 ba points 
(0.5%), with no Dcapll or (ii interst ac at the rate provid un the Amen Seces 
(which. as cuy propse by Orae Coun, is to be at an aniz rate, re iiy,

of LIOR plus 95 bais ponts (0.95%), with a "cap" of 12$). 

It is propo tht th Res Tra Agent be amnd ("Amnd Rete 
Trafer Ag~) to reec this KA commitment (whih woul be guee by Keer
 
Coipratìon)~' an th th LOC be amd to exend to th new mamrty date of th Å.P.d
 
Securties an to inre in amt to $212 milin ($198 mion ascribable to prpal an
 

$14 mien asribable to intrest) from $205 mion ("Amd LOC"). Undr th Amened 

V~-O!!~!!,V1 ClV' 
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LOC. th Fun wod have the ri to drw if scheduld in or pncipa1 were om pad

when due, wb right wou not be afecæd if One Cou repuia its obligations un
th Amed Seces. UDdr the Amed Rete Traer Agt. KA wou be
pemaed to mae reqníred paymnt, if iice, to avoid a drw under th Amen LOC. 

KF belive tht th amum of th Amrled LOC is sucie to cover al am of 
priip an interet expec to be du th th maty date (assug th in fonn
incate above an KFS.s curr outoo for intet ¡ate). In th evnt tht th am of
th Amened LOC is insufcien to cove full paym of im whe due, KA wi pa th
amout of an short. Kemr Corpon wi gu th obligauon of KA to pay any
su shortal. Ext as noted above. th prip tenn of the Amed Retated Tra 
Agrmen an th Amd LOC woud be.th sa as the Rete Trafer Agr an
 
th LOC as no in efect. 

Th Amend Red Traer Ag an th .Amen LOC have be approed 
by th Boar of Tnite of eah Fun, iDlu a majority of th Trute who ar not
 
-inreed peons" of the Fun as de under Seon 2(a)(19) of tb 194 Aa In

adon th Boar of Tnite of ca Fun has di tb th Fun from time to tie 
exeicis it ri unr the Am LO an th Amnd Retate Trafer Agren upo 
th occce of an even or ev entl it to pa thr and. in conntion

thith, perfrm it obligation un th .A Re Traer Agren. In
coIlnl'''...tcn wit It appal. the Bod of Tru of cai;h Fun. upon the rereenttions an
i-mflrhrt10ns ofKFS, de~n: th iftbis we a new inveent deison. th Ai 
Securiti, th Amend Rete Trr AgeII aD the Au:~ñcd LOC. combin. wold
 
ret in an invesCD by tb Fu in an "Elgible SeIt (as defmed unr Ru 2a-7)
 

prent minIma.1 creåt nsk an sag the diveriftion reements of Ru 2a-7; an
 
dete th it wa in th bet imt of th Fun an iis shhoide to not drw un the
 
cunt LOC, but. rathr, to acc the Amend Reste Tran Ag an Amened 
LOC. 

As inicated above, KA (wi a. Ke Corpran gu) is obligated to pay th
amount of any short in th amt of the Amed LOC cover in paymen. In view 
of th ter of th Amded LOC, inudi th amou of th Amd LOC ascrbable to
 
int. relile upn tl crditw of Kemp Corpration is an inignfica aspe of

th ttacon. 

V!-Ol'6!e~, V7 00 
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Mr. Robe E. Pla
 
Rc: No-Acuon Assu
 
June 21, 1995
 

Pae 4. 

Th maai of the investm descri above shoud be t: unr Rue 2a-7 as the
 

peiod reain;n! unl th next intere rejustm The inest shod qufy as aless 
"Vadable Ra Iien" as defui wi Ru 2a-7 in tht it ha an absolut matuty of 


th 397 day! an, at each incre rej1l, it ca reaonably be ex to have a maket

,,~iim tht 3.p'ro~im~-. par ph: ~Jed in 

Each Fun. Keper Corporatin an KA, belive it woud be in th bes iist of
 
th Fun' sbhold if the .Aded Reed Traer Ag is en iD an th

Amnd LOC are ised. Ke Corpration heby reue th th Divin st, as it 
di in coimn with the Febru 24 Re give its as th it wil not reomnd
 
tht th COT.m;~ion ti cDÍOOem acon ~V¡rn Keper Corpomtion, KA or th Fun

un Secon 17(3) if Ke Coraon. KA an each Fun en in th Am
Retate Traer Agen an ene in th trti \;~i!pla-d tlreby. To the extent
tb the fcmgoing aremen ma rae issues im Section 12(d)() or Setin 17(d) of th 
1940 Ac. we al reue as th th Division st wil no n:m~yi th the

Com ta enorcnt acon agat Kepe Corpration, KA or th Fun 11~t"r 
Secon 12(d)(3) or Seon 17(d). 

If yo have any questons conc th ma. plea ca Arur J. McGier at (708)
320 or Phip J. Collon at (312) 499-1370. 

Sìnerly, 

By:L~ /J À~.
Ttt: Chairman of the Board and


Chief Executive Officer 

VlIJ68I1. V7 0622 
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Kemper Corporation lori Gro~. !!. 60049-000! . ìC8I20.20aO 

February 24, 1995
 

VIA FACSIMILE
 

Mr. Robert E.. PL aze
 
Ass; stant Di rector
 
Office of Disclosure and Investment
 

Adviser Regulation 
Division of Investment Management
 
Securitie~ and Exchange Commission
 
450 Fifth Street. N.W..
 
Mail Stop 10-6
 
Wash i ngton, D.. C. 20549 

Re: Request for No-Action Assurance under Section 17(a) of the
 
Investment Company Act of 1940
 

Dear Mr.. Pl aze: 

Kemper Corporation indirectly owns Kemper Financial Services, Inc. (-KFS"),
 
the ìnvestment manager of the money market funds (the "Funds") described on
 
Exhibit A to a 1etter by Kemper Corporation dated January 25, 1995 hereinafter
 
described, ei copy of which is attached hereto. Kemper Asset Holdings, Inc.
 
(qKAHP) is a who ny-owned subs; d i a ry of Kemper Corpora t ion.. Each of Kemer
Corporation and KAI is an affil iated person of an affil ;ated person of eac.h 
Fund. 

By the letter dated January LS, 1995 referred to above (the uJanuary 25
 
Request"), Kemper Corporation sought assurance from the staff of the O;vls1on of
 
Investment Management ("OivisionU) that it would not recommend enforcement action
 
to the Cümmi ssion under Section 17(a) and certain other sections of the
 
Investment Company Act of 1940 ("1940 Act") 
 , or the rules thereunder, if each
 
Fund a.nd Kß'U entêred into a Note Transfer Agreement with certain of KAHl"s
 
ooJ igations thereunder guaranteed by Kemper Corporation (KTransfer Agreement").
 
The Transfer Agreement relates to certain securities issued by Orange County,
 
California (the "Securities") owned by the Funds as described in the January 25
 
Request.. The principal terms of the Transfer Agreement are described in the
 
January 25 Request.
 

," 

The rel ief requested in the January 25 Request was granted by the Division
 
staff on January 25, 1995. On January Z6, 1995, the Transfer Agreement was
 
executed and delivered by the parties and the letters of credit (collectively.

MlOC") described in the January 25 Request were issued to the Funds by The Bank
of New YûïK. ' 

It is now proposed that each Fund and KAHI enter into a Restated Note
 
Proceeds Transfer Agreement ("Restated Transfer Agreement") that is intended to
 
clarify certain aspects of the Transfer Agreement and supersede and replace it.
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The Restated Transfer Agreement differs from the Transfer Agreement principally
 
in the following respects. The Transfer Agreement provides that, in connection
 
with ¡r y payment to the Funds of principal or interest on the Securities mad~
 
pursuant to tne LuC (an ØLOC Draw") or made by KAHI under the Transfer Agreement.
 
each Fund woul d assign to KAI (or to The Bank of New York as a secured party)
 
such fund's rights under the Securities with respect to the interest and

principal so paid. The 1 itigation rights ("Rights'l) associated with the 
Securities would be transferred by the Funds to KAHI (or to ïhe Bank of 
 New Yòrk 
as a secured party) pro rata in connection with any such transfer of the
 
Securities to K.lJI (or to The Bank of New York as ¡ secured partyj. The Resta.ted
 
Transfer Agreement provides that, in connect; on wi th any LOC D~aw, rather than
 
transfer the Securi ties and R I ghts to KAI. the Funds wou 1 d continue to no 1 d the


Securities and Rights and would transfer any proceeds (-Proceedsft) of the same 
to KAI (e.g., cash. collections or payments received on account of the
 
Securities and Rights other than any funds obtained pursuant to an ioe Dr.w).
 
In addition, under certain circumstances, The Bank of New York: can exercise
 
KAI's rights to call the Securities from the Funds.
 

Like the Trans fer Agreement, the Restated Trans fe!' Agreement has been

approved by the Baarå of Trustees of each Fund. incl uding a major; ty of the 
Trustees who are not Øinterested persons. of the Funds as defined under Section 
2(&)(19) of the 194Q Act. In aååition, as it did in connection with the Transfer 
Agreement, the Board of Trustees of each Fund has directed that the Fund from 
time to tima exercise its rights under the lOC and the Restated Transfer 
Agreement upon the occurrence of an event or events entitl ;ng it to paymnt
thereunder and, in connection therewith. perform its obl igations under the 
Restated Transfer Agreement to transfer to KAt some or ali of the Proceeds from 
the Securities and Rights. or the Securities and Rights themselves, as the case 
may be, owned by the Fund. 

Keer Corporation hereby requests that the Division staff, as it had in 
connect; on with the January 25 Request. gi ve its assurance that it wi 11 not
 
reconnend that the Commission take enforcement action against Kemper Corporation.
 
KAI or the Funds under Section 17(a) if Kemper Corporation, KAI and each Fund
 
enter into the Restated Transfer Agreement 'and engage in the transactions
 
contemplated thereby. To the extent that the foregoing arrangements may raise
 
issues under Section lZ(d) (3) Dr Section 17(d) of the 1940 Act, we also request
 
assurances that the Division staff will not recomrenà that the Commission take
 
enforcement act; on agai nst Kemer Cûrporat ion, KAHI or the Funds under Section 
12(d) (3) or Section 17(d).
 

If you have any Questions or other communications concerning this matter.

please call Arthur J. McGivern at (708) 320-4482 or Philip J. Collora at 
(312) 499-13ïO.
 

Sincere 1 Y l 

KEMPER CORPORATION 

¿By:
Title: 

ñF ¡U~\W?\ÛZ95 i5üZlüZ2~95
 

2 



Utl/22/95 14:51 '63124998JJ5 KEER FINANCIAL ii006 

Kemper Corporation 
LOl~ G(o"e, IL 60049-0001 . ;OB/320-2.000 

January 25. 1995
 

VIA FACSIMILE
 

Hr. Rabert E. PL aze
 
Assistant Director
 
Dffice of Disci osure and Investment
 

Advi SEr Regul at; on 
Division of Investment Management
 
Securi t i as and ExcnaoQe Commi s s i on
 
450 Fifth Street. N.W:
 
Mail StOD 10-6
 
Washington. D.C. i0549
 

Re: Request for No-Action Assurance under Section li(a) of the
 
Investment Company Act of 1940
 

Dear Mr. ?1 aze; 

Kemer Corporat'Îon indirectly owns Kemper Finaiiciaì Services, Inc. ("KFS"),
 
the investment manager of the money market funds described on EXhibit A attached
 
hereto (the aFundsU). Kemper Asset Holdings) Inc. (~~~IW) is a wholly-owned
 
sUbsidiary of Kemper Corporation. Each of Kemper Corporation and KAHr is an
 
affil iated person of in affil i atad person of eich Fund.
 

Each Fund is a S eri és 0 f an open-end ma.na.gement i nves tmênt company
 
registerQd with the Co~~ission undar the Investment Company Act of 1940 ("1940
 
Act~). As a money market fund, ~ach Fund seeKS to maintain a stable net asset
 
value per share of Sl.OO. and uses the amortized cost method of valuation in
 
valuing its portfol io secu~it1es. E¡ú; Fund Owns in its portfolio the following
 
described debt securities (the "Securities"): County of Orange. Cal ifcrnia 1994
95 Taxable Notes, CUSip No. 684201El6. The par value of the Securities owned by
 
each Fund and the percent of net usets of such Fund represented by such
 
Secu~ities (valued at amortized cost) as of January 15, 1995 is described on
 
Exh1bit A. As a result of the Orage County bankruptcy filing on Oecember 6,
 
1994, the funds wer-e unable to obtain r-l table marl(et quotes for- these Securfties
 
and each Fund dctermined the fair value of the Securities to be less than the1r
 
amort 1 zed cost v~ 1 ue. 

By letter dated December 15, 1994 (the I'Priür Requestn), Kemper Corporation
 
SOU9ht assU1ance from the staff of the Dh-1Sion of Investment Management
 
(-Divis1on4) that it would not recommend enfo~cement action to the Commission
 
under Sect10n 17(a) and certain ather sect10ns of the 1940 Act, Dr the ruìes
 
thereunder, if each Fund, Kemper Corporation and KAHI ente:red into a Put and Call
 

Agreement and Guaranty ("Agreement and Guarantytt). The Agreement and G~aranty
 
set forth certain rights and obl igations of the parties with ~espect to the
 
Securities. The 'relief requested in the Prior- Request was granted by the
 
Division staff on December 15. 1994.
 



06/22/95 14: 52 ß"3124998335 KEPER FINANCIAL I4 009 

As indica~eá 1n the Prior Reaues~, :~e Agreement and Gu.ranty i~ subject
 
to repìacemenr. by a "Fírst Tierll (as defined under Rule la-7) creoit enhancem/)nt
 
from ä. pa.rty not affiliated with KAHI or i(emper Corporation ("Qualified Party")
 
at iiny time prior to the åate (the .'?ut Date") under the Agreement a.nd Guaranty
 
that the Funds have the right to reauire ~HI to purchase the Securities. which
 
Dut Date i~ the earlier of Mãrcn 15. ~~95 or the åate that Kemper Corporation
 
fails to maintain a private snurt-term aeot rating of "Duff 111 by Duff & Phelps
 
Credit Ra.ting Company. (Kempel" Coniaration currentìy maintains a Duff 1 rating.)
 

KAI and Kemper Corporation have arranged for the; ssuanr.p. to each Fund of
one or more 1 etters 0 f cr~it (co 11 ect; ve i y, the "LOC.) in the aggt"gate amount 
of S20S million (519& million ascribable to prinCipal and 57 million ascribablQ
 
to interest) from ïhe Bank of New York, a Qual ified Party. to guarantee the
 
pa~~ents of principal aná interest when due on the Securities up to the maximum
 
amount of the LOC. ?ursuant to a Letter of Credit Agreement among KAHI, The Bank
 
of New York and other banks that arè parties thereto, any payment to the Funds
 
under the LOt: must be ïeimbursid by KAHI. which reimbursement obl igation is
 
guaranteed by Kemper Corporation. As A condition precedent to tne issuance of
 
the iac, KAHI and the Funds ..:ii1 enter ~nto a Note Transfer Agreement with
 
ceM:ilin of KAI' S obl iga.tions t~ereuncer guaranteed by Kemper Corøoration
 
(IITransfer Agreement.") - The iransfer ;l,greement sets forth certain rights and
 
obligations of the parties. The principal terms of the Transfer Agrear~nt are

described below. Kemier Corccration now sel!ks with respect to the Transfer 
Agreement relief similar to that which it sought and obtained from the Division
 
staff under the Pri or Request.
 

The Transfer Agreement provides that, in connection with any payment to the
 
Funds of principal or interest on the SecurHies maòe pursuant to the LOC or made
 
by KAHI under the Transfer Agreemnt. ~ach Fund wilì assign to KAI (or to The
 
Bank of New York as a se~ured party) such Fund's rights under the Securities with
 
respect to the interest and prinCipal sa paid. In addition. KAHr would have the
 
right to reQuire each Fund, at any time prior to the July la, 1995 maturity date
 
of the Securities, to sell some or all of the Securities to KAHI at a price equal
 
to the greater of par plus accrued interest or market. 'Jnder the Transfer
 
Agreement, the Funds may sell the Sacurities to :. third party at any time
 
provided that an appropriate redUCL10n in the LOC is made and~ upon such sale,

such Sec.urities would no longer be subject to the Transfer Agreement. Tlie
1 itigation rights associated with the Securities would be transferred by the 
Fund.s to KAHI (or to ihe Bank of New York is a secu~d party) pro rata in
 
con..ect 1 on W1 th any transfer of the Securi t f es to KAH I (or to The Bank of New
 
YOTK as a secured party). Since the Securities are variable rate instruments.
 
the Transfer Agre~~nt provides that, in the event that the amount of the LOCi s
 
insufficient to cover full pÃ~v~nt of the interest on the Securities, KAI will

pay the amount of any such shortfa ì 1. Kemper Corporat i on wi 1 i guarantee the 
obligition of KAHI to pay any such shor~fai 1.
 

The Transfer Agreement has been approved by the Board of Trustees of each
 
Fund, i nci uài ng a major; ty of the Trustees who are not II l nterested persons 
 ii of 
the Funds as defined under Section l(a) (19) of the 1940 Act. In addition! the
 
Ba.rd of Trustees of each Fund has directed that the Fund from time to time
 
exercise its ri~hts under the LOC and the Transfer Agreement upon the occurrence
 
OT an Event or events entitling it to payment thereunder and, in connection
 
therewith, perform its obligations under the Transfer Agreement to transfer to
 
~AH! some or all of th~ Secuiit~es or interests therein owneá by the fund.
 

2 
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AS i no; c4~ed in the Pri or Reaue~t. each a f Kemper Corporati an and KAHI is 
an Q¡ffiliated personu of an "¡ffiiiate~ person~ of the Funds under Section
 
2(a)(3) of the 1940 Act since, as described above. KFS is the investment manager
 
of eaCh Fund dod Kemper CorpOration direc~ly or i~d;rectly owns KFS ana KAHI.
 
The propcseo tiã.nsaction falls wahin: (i) SectiDn 17(a)(l¡ of the 1940 Act,
 
which makes ~t unlawfui ror any arfîliated person of a registered investmnt
 
company or any affi1 iated person of such person acting as prinC7pal to knowingiy
 
sell any security or ether property to the investment company and (it) S~ction
 
17(a)(2) of the 1940 Act, which maKes it unlawful for any affiliated person of
 
a registered investment company or any affi1 iated person of such person acting
 
as principa.l to knowingly purchase iiny security or other property from the
 
; nvestment cc~pany. 

Each Fund, Kemper Corporation and Kß.HI bel ieve that it ~uld be in the best
 
interests of the Fund's shareholders if the Transfer Agreement is entered into
 
and tne LOe is issued. Kemper Corporat ion hereby requests that the Oi vi sian
 
sta ff gi ve its assurance that it wi ì 1 not recomend that the Commi ss; on take
 
enforcement action against Kemper Corporation, KAHI or the Funds under
 
Section I7(a) if Kemper Corporation, KAHr and each ~und en~er into tne Transfer
 
Agreement and engage in the transact ions contempl ated thereby. To the extent
 
that the foregoing ärrangements may raise issues under Section 12(c1)(3) or
 
Section l7(d) of th~ 1940 Act, we also request assurances that the Division staff
 
w111 nat recommend that the Ccmm1ss1on take enforeement action against K~T.er
 
Corporation, KAHI or the Funds under Section l2(d) (3) or Section 11Cd).
 

If you have any Questions or ather c~unications concerning this matter,

please caìì Arthur J. McGivern at (70a) 320-4482 Or Phi1ip J. Col1ora at 
(312) 499-1370.
 

Sincerely. 

KEMPER CORPORATION


/J .. /.
By: '4-:'p, ".~_.
Title: Executive Vice President
 

j
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Reai strant
 Fne !J",~'I'V.: . 

)\emper Honey Ma.rket aU-2527Fund 2-51992 
C a.s h Equivalent Fund all-Zag9 

2-63522 
I(emoer Portfol i os 811-3440 

., "~.i__
 
,-, oouc
 

Cash ACCount Trust 811-5970 
33-32476 

Ke¡iip e r Investors Fund 311-5002 
33-IlaOz 

KEMPER FINANCIAL 

£'XH I 8 IT A 

Par V ¡ 1 ueSeries/Fund of Secur~ t ì i:~ 

Money Miil~ket SlOo mill ionPortfolio 

Money Market ~On..~.. mi 11 ionPortfolio 

Kemper Cdsn
 $10 mil1icnReserves Fund 

Money Market
 S5 milT ion?ortfo1io 

Money MarKet 53 11 onPortfoliO mil 

ia 011 

P;:rcent of runo 
~~ uf 01 /15/95
 

2_5~ 

Z . J% 

3.3~ 

1.3% 

3 . 6íl 

~f iv; \~\019514B IG1Z!9S
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lrempeR Financiai, l
 

Kemper Finaial Seices, Inc. 120 South LaSlle Stre Chicao, IL 603 · 312 I 781-1121
 

December i 5, i 994 

VIA FACSIMILE
 

Mr. Robert E. Pl aZe
 
Assistant Director 
Office of Disclosure and Investment
 

Advi ser Regu1 at ion
 

Division of Investment Management
 
Securi ties and Exchange Corom; 5S i on
 

450 Fifth street, N.W.
 
Mail Stop 10-6
 
Washington, D.C. 20549
 

Re: Request for No-Act; on Assurances
 

Dear Mr. Plaze: 

Please find enclosed the definitive request from Kemper Corporation for
 
"no-action" assurances that we discussed earlier today. This submission reflects
 
the changes you requested earl ier today. No other changes were made since the
 
submission of our last draft. We understand from our earlier discussion that the
 
rel ief requested has been granted by the staff. 

We greatly appreciate the staff's prompt attention to this matter. Please
 
contact us if you have any questions regarding the final submission.
 

Very truly yours,
v~\~ 
Philip J. Collora
 
Associ ate Counsel
 

PJC/mf 
Enc' osure 

cc: C. Custer/VPKK (w/enclosure)
 
C. Kierscht (w/enclosure)

A. McGivern (w/enclosure) 

MF IU:\WP\ 129414641121594 
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Kemper Corporation long Crov. IL 6009..01 . 70820-2000 

December 15, 1994
 

VIA FACSIMILE
 

Mr. Robert E. PL aZe
 
Assi stant 01 rector
 

Office of Disclosure and Investment
 
Advi ser Regul ation
 

Di vi s i on of Investment Management 
Securi ties and Exchange Commi S5 i on
 
450 Fi fth Street, N. W.
 
Mai 1 Stop 10-6
 
Washington, D.C. 20549
 

Re: Request for No-Act i on Assurance under' S,ect; on 17 (a) of the 
Investment Company Act of 1940
 

Dear Mr. PL aze : 

Kemper Corporation indi rectly owns Kemper Financ; al Services, Ine. (itKFS"),
 
the investment manager of the money market funds described on Exhi bi t A attached 
hereto (the "Funds"). Kemper Asset Holdings, Inc. ci'KAHI") is a wholly-owned
 
subsidiary of Kemper Corporation. Each of Kemper Corporation and KAHI ;s an

aff; 1 i ated person of an affi 1 i ated person of each Fund. 

Each Fund is a seri es of an open-end management investment company
 
registered with the Commission under the 1940 Act. As a money market fund, each
 
Fund seeks to maintain a stable net asset value per share of $1.00, and uses the
 
amortized cost method of valuation in valuing its portfolio securities. Each

Fund owns 1n its portfol io the following described debt securities (the 
"Securities"): County of Orange, California 1994-95 Taxable Notes, Cusip No.
 
~84201EL6. The par value of the Securities owned by each Fund and the percent
 
of net assets of such Fund represented by such Securities (valued at amortized
 
cost) as of December 9, 1994 is described on Exhibit A. As a result of the

recent Orange County bankruptcy fi 1 i ng, the Funds have been unabl e to obtain 
rêliAhlê mafkët aüõtëš för these Securities and each Fund has determined the fair 
va 1 ue of the Securi ties to be 1 ess than thei r amort i zed cost value.
 

. 

Kemper Corporat10n seek.s assurance trom the staff of the Division of
 
Investment Management ("Division") that it will not recommend enforcement action
 
to the Commission under Section 17(a) of the Investment Company Act of 1940
 

C'1940 Act"), or the rules thereunder, if each Fund, Kemper Corporation and KAHI
 
enter into a Put and Call Agreement and Guaranty ("Agreement and Guaranty") in
 
substantially the form attached hereto as Exhibit B. The Agreement and Guaranty
 
sets forth certa; n rights and obl igati ons of the parti es wi th respect to the
 
Securi ties.
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The Agreement and Guaranty has been approved by the Board of Trustees of

each Fund, including a majority of the Trustees who are not Ilinterested persons" 
of the Funds as defined under Section 2(a) (19) of the 1940 Act. In addition, the
 
Board of Trustees of each Fund has directed that the Fund exercise its rights

under the Agreement and Guaranty to requi re that KAHI purchase the Securi ties on 
the Put Date as defined in the Agreement and Guaranty unless. prior to the Put
 
Date, the Agreement and Guaranty has been replaced by a "First Tier" (as defined
 
under Rule 2a-7) credit enhancement from a "Qual i fied Party" as defined in the
 
Agreement and Guaranty. The Fund will take such actions as may be required to
 
receive payents under any such credit enhancemnt.
 

Each of Kemper Corporat i on and KAHI is an II affil i ated person" of an 
"affiliated person" of the Funds under Section 2(a)(3) of the 1940 Act since, as

de~c.d bed abov~, KfS ¡ l) L.lito irlVto~ L.ii~l1 t. IlldlldYtor' u r todl,li trumJ dii" Ktol"lI~r' 
corporation directly or indirectly owns KFS and KAI. The proposed transaction
 
falls within: (i) Section 17(a)(1) of the 1940 Act, which makes it unlawful for
 
any affiliated person of a registered investment company or any affiliated person
 
of such person acting as principal to knowingly sell any security or other
 
property to the investment company and (ii) Section 17(a)(2) of the 1940 Act,
 
which makes it unlawful for any affiliated person of a registered investment
 
company or any affiliated person of such person acting as principal to knowingly
 
purchase any securi ty or other property from the investment company.
 

Each Fund, Kemper Corporation and KAHI believe that it would be in the best
 
interests of the Fund's sharehol ders if Kemper Corporat ion, KAH I and the Fund
 
enter into the Agreement and Guaranty and, if necessitated under the terms of the
 
Agreement and Guaranty, KAHI (or Kemper Corporati on pursuant to its guaranty)

purchases some or a 11 of the Securi ti es from the Fund in accordance wi th the 
terms of the Agreement and Guaranty. Kemper Corporation hereby requests that the
 
Division staff give its assurance that it will not recommend that the Commission
 
take enforcement action against Kemper Corporation, KAHI or the Funds under
 
Section 17(a) if Kemper Corporation, KAHI and each Fund enter into the Agreement
 
and Guaranty and, if necess i tated under the terms of the Agreement and Guaranty,
 
KAHI (or Kemper Corporation pursuant to its guaranty) purchases some or all of
 
the Securities from the Funds. To the extent that the foregoing arrangements may
 
raise issues under Section lZ(d)(3) or Section 17(d) of the 1940 Act, we also
 
request assurances that the Division staff will not recommend that the Commission
 
take enforcement action against Kemper Corporation, KAHI or the Funds under
 
Section 12(d) (3) or Section 17(d).
 

If you have any Questions or other communicat ions concerning thi smatter,

please call Arthur J. McGivern at (708) 320-4482 or Philip J. Collora at 
(312) 499-1370.
 

Sincerely, 

KEMPER CORPORATION


Blld~
Title: Executive Vice President
 

2 



TO 912025042395 P. asDEC-15-1994 18: 13 FR KEI'R FlNAli: SR 

EXHIBIT A 

Reg; strant File Nos. Ser; es ¡Fund 
Par Value 
of Securi ties 

Percent of Fund 
as of 12/9J94 

Kemper Money Market 
Fund 

Cash Equivalent Fund 

Kemper Portfol ;OS 

Cash Account Trust 

Kemper Investors Fund 

811-2527 
2-51992 

811-2899 
2-63522 

811-3440 
2-76806 

811-5970 
33-32476 

811-5002 
33-11802 

Money Market 
Portfo110 

Money Market
Portfol io 

Kemper Cash 
Reserves Fund 

Money Market 
Portfol io 

Money Market
Portfol io 

$100 mi 11 ion 

$80 mill ion 

SID mill ion 

$5 million 

$3 mi" ion 

2.34% 

2.27% 

2 . 10% 

1. 31% 

2.83% 

MF IU:\WP\ 12941459: 121594 
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EXHIBIT B
 

Pm AN CA AGREM 

AGREEMNT made as of this 15th day of Decembr, 1994 amonq
 
KEER ASSET HOLDINGS, INC., a Delaware corporation ("KAI~) and
 
whoiiy-owned subsidJary of KEPER CORPORATION, a Delaware

corporation ("Xemper"), KEPER MONEY ~T Ft~ ("KMF"), CÄS~

EQUIVALT FO (" CEF"), :KPER POltTrOLIOS ("KP"), CAH ACCOUN
TP-UST (!'CAir") and KEPER INVSTORS FU ("KINF"), each a 
Massaehusetts busineas trust (each of J(!"1 CEF, KP, CAT o.d KIF

a "Fud" and collectively the "FUds"). 

WH~~, the Fu4s eurrently hold 1n the portfolios 
indicated (each a "Portfolio") certain County of Oranqe,
 
California 1994-95 Taxable Notes due 7/10/95 -- floatinq rate
 
(the "Notes") in the principal amount indicated:
 

Principal Amount
 
of Notes
Fud 

KMF Money Market: Pi:rtfCl1 ;,0 $100,. 000,000 

so, 000,000CEF -- Money Market Portfolio
 

10, 000,000KP -- Kemper Cash Reserves Fund
 

5,000',000CAT -- ~oney Market Portfolio
 

KINF Money Market Portfolio 3,000,000 

Total $ 198,000,000
:.:. 

WHERES, the County of orange, California, has filed a
 
petition undq.¥' Ch~ptq.r a of thA TTnit:ciui ~b,t:p.!= 'R;inkT1i¡it'ey r.odø. 
(the "Code~); and
 

WHREAS, Kemer, r~i ~d eo.ch of the Fud:i de3ire ~hat ~e 
Funds and their shareholders be protected with respect to all
 
interest and principal called for by the terms of the Notes;
 

NOW, THEREFORE, intendinq to be legally bound hereby, the
 
parties agree:
 

i. Each EUd, on the Put Date (as hereinafter defined)

sha.ll have the unconditional ri.ght to i-equire KAI to purchase at 
par, plus accrued interest compoundêd monthly (wi thout
 
considerinq any limitations which iuay be imposed on such accrual
 
under the Code), all or part of the Notes then held by such Fud
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in accordance with the terms of this Agreement. Such Fud (s) may

exercise such right by qivinq written notice to KAI and Kemer 
not later than 5: 00 p.m. (Central t~e) on the business day prior
 
to such Put ~te# p~~vidp.d that prior to March 14~ 1995 no Fund
 
shall deliver any such notice unless Kemper shall fail to

maintain a private short term debt rating of "Duff 1 tt) by Duff &
Fhelps Credit Rt.ting Co. ("Duff & Phelps"). Such Fud(s)' sha.ll 
tender and KAI shall purchase and pay fo~ the Notes bêing
 
acquired by wire transfer of immediately availa~le funds by
 
12: 00 noon (Central Llme) YU ~ucl& Put Date. As used herein, the
 
term "Put Date" shall mean (a) March 15, 1995 or (b) any earlier
 
date on which Kemper shall fail to maintain a private short term
 
debt rating of "OUf! 1" by oott & Fhelps.
 

2. KAl shall have the unconditional riqht to require each 
Fund to' sell to KAI, at the greater of (a) par pius accrued
 
interest compounded monthly (without considering any l~itation$
 
which may be imposed on such accrual under the Code' or (b)
 
market, all or such part of the Notes held by such Fund as KAI
 
shall designate ,at any time and from time to time prior to

March 15, 1995. KAl may exercisQ its r1qhts under this 
Paragraph by giving written notice to such Fund(s) not later than
 
s: 00 p.m. (Central time) on the business day immediately
 
precedin~ the date of purchase desiqnate~ by KAI. Such Fund(~)
 
shall tender and KAI shall purchase and pay for the Notes or
 
such portion thereof as KAI shall have elected to purchase by
 
wire transter ot imediately ava1lable funds by 12: 00 noon
 
(Central time) on such date of purchase.
 

3. Each Fund may, at any time and from time to time prior
 
to March 15, 1995, sell the Notes or any part thereof to any
 
other person. Upon any such sale any rights and/or obligations

of KAt under Paraqraphs i and 2 above with respect to the sold 
Notes shall be extinguished.
 

4., Each Fud hereby assigns to KAl any and all actions,
 
claims and other rights of every kind and nature (other than for

~,,:iu(,:ip..l and iiit.rest a.i-id such !'l'ld' s x:i9'h~ under Paragraph 1 
above) related in any way to any Notes, including without
 
limitation such Fund's purchase of any Notes, that such Fund
 
sei!s to KAl pursuant ~o ~ara9raph 1 or 2 soove, includ1ng
 
wi thout limi~ation any rights and other claims under fQderal or
 
state secutities laws, under the Code and under any other laws.

KAI hereby accèpts such assignent. 

5. All decisions by any Fud to exercise or not exercise
 
its right under Paraaraph 1 above, or to sell all or any part of
 
the Notes to other persons under Paragraph 3 above, shall require
 
the approval of a majority of the trustees of such Fund who are
 

2
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~et i nt~rested persons (as defined in the Investment Company Act
 
of 1940 l of the Fud.
 

6. 'rhis Agr.eznt shall termnat. .t $Uel' t:imp. A!' ßll 
obligations of "J(I under Paraqraph 1 above shall have been
 
satisfied or shall have expired, or at such earlier time as KAI
 
ehall h.ve a~qu1=ed all of the Note3 in Qccordonce with the ter.e
 
hereof" provided that the assignent provided for in paraqraph 4
 
shall survive any such terminati.on. This Aqreement shall also

1;erm1nate with respect to any Notes at suc.i l..ut= ~~ iii~ Fund 
holding such Notes has been (a) paid any interest due (w1thout
 
considerinq any limitations on accrual which may be imposed under
 
the Coda), compounded monthly, and (b) provided an irrevocable
 
letter of credit or similar instrument issued by a Qua.lified
 
Party that unconditionallv obligates such QUalified Party to pay

such Fud the principal amount of and all accrued interest 
(without considering any limitations which may be imposed on such
 
aecrual under the Code) on ~l1r:h Notes when due thereafter under

the terms thereot if not so paid by the issuer of such Notes" ~ 
used in the precedinq sentence, the term ftQualified Party" means

a pa.rt:i" not ciffilict:cd with K2I or Kemper but rated by the
Requisite NRSROs in the highest category for Short-term
 
obliqations (as the terms "Requisite NRSROstl and "Short-termtt are
 
d.èi:lned l.n kule 2a-7 under the Iiive:sLiuenl Ct).mpl;uiy A~L or 1940).
 

7 " ThiS Agreement shall inure to the benefi t of, and shall
 
be bindinq upon, the parties hereto and shall not be assignable
 
by either party., This Agreement may be amended only by a writing
 
signed en behalf of all parties.
 

8. Except as otherwise provided herein, all notices or

consents reau; r~d or pp.rmi t.t.p.n hy thi~ Agreement ~hall be in 
writing and shall be deemed delivered if delivered in person or
 
if sent by registered or certified mail, return receipt

requeated, by fo:coimile or ::inu1Q.r t;iwnQiciaaion, or by ove:-ni,9ht 
delivery, as follows, unless such address is chanqed by written
 
notice hereunder:
 

(a) If to KAI and/or Kemper:
 

Kemer Asset Holdings, Inc. and 
. Kemer Corporation
 

one Kemper Drive
 
tong Grovei Illinois 60049
 
Attn: Chief FinanCial Officer
 

3
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with a copy to:
 

Ka thl_en ~. G~ , , 1 r.h; n 
Senior Vice President, General Counsel
 
. and Corporate Secretary
Kemer Corpor~t1c~
One Kemper Drive 
Long Grove, iii~nois 60049
 

(b) If to a Fud:
 

1('Name of Fud


c/o Kemer Financial Services, Inc. 
120 South LaSalle Street
 
Chicaqo, Illinois 60603
 
Attn: Chief Investment Officer
 

wi th a eopy to: 

Charles F. Custer
 
Vedder, Price, Kaufman & Kamolz 
zzz li'UL 1.11 L.;$cil1e 5treet
 

ChiC;èl90, Illinoi:i (iOGOl
 

9. This Agreement is e~ecuteQ QY or on behalf of the
 
Fund(s) and the obligations hereunåer are not bindinq upon any ot

the Trustees, officers or holders of shares of any Fud 
individually but are bindinq only upon each fund and its

respective a.sset.s and property. All obligations of any Fund 
under this Agreement shall apply only to the Portfolio indicated

abve, and no assets of any other portfolio shall be liable for 
t~e obligations of such Portfolio.
 

10. Each Fund's Declaration of Trust as amendod is on filG
 
wi th the Secretary of the commonwealth of Massachusetts. This
 
Aqreement shall be construed in accordance with the laws of the
 
SLaLe or iiiiiiui~ (~xcept ~s to Para9raphs 9 and 10 he~eof which
 
shall be construed in accordancé with the laws of the
 
commonweal th. of '"Massachusetts) .
 

4
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IN. WITNESS WH~OF, the parties have caused this instrument
 
to be executed as of the day and year first abve written.
 

ATTEST: iæER ASSET HOZ,t)INGS, INC · 

By: 
Its 

ATTE:ST: KEPER HONEY KAT FUD 
CAH EQUIVA FUD 
KEPER PORTFOLIOS
 
CAH ACCOUNT TaUST
 
KEPER INVSTORS FUD 

By: 
Its 

GU!1' 

FOR VAU£ RECEIVED, KEPER CORPORATION, a DeJ.aware 
corporation ("Kemper"), hereby unconditionally guarantees any and
 
all obligations of KEPER ASSET HOLDINGS, INC., a Delaware
 
corporation (KA¡"), under the foreqoinq Put and Call Agreement
 
of even date, including without limitation obligations of

payment. Kemper hereby waives any defenses that KAl may have, 
now or in the future, to any such obli9ations.
 

P~tod ~s of Docombør 15, 199~.
 

AT'IEST: h"EMFEf\ CORPOP..T ION 

By:
'I ..
" Its 

915AJMW: 1 


s 


