
or elected prior to  the effective date of this title, and every such officer so ap-
pointed or elected prior t o  t,he effective date of this title; but such esemption shall 
continue only so long as (A) the cor~cluct of such company's business remains 
subject t o  tlie supervision of such court or officer thereof, and (B) such company 
does not sell exclusively for cash any secnrity of which it is the issuer, except 
short-term paper and  ordinary receiver's or trustee'$ certificates. 

(h) Upon application by any employces' securities company, t>he Commission 
shall be order exempt snctl company from thc provisions of this title and of the 
rules and regulations hereunder, if and t,o the extent tha t  i t  finds such exemption 
consistent with Ihe protection of investors. In determining the provisions t o  
which such an order of exm~pt ion  s l~al l  apply, the Commission shall give due 
\\.eight, among other things, to the form or organization and the capital structure 
of such C ~ I I I I ~ B I I ~ ,the  persons by whom its voting securities, cvicleuce of indebted- 
;less, and other securities art, owned, controlled, and  held, the prices a t  which 
securities issued by such company are sold and the sales load thercon, the dispo- 
sition of the proceeds of s t ~ c h  sales, the charact.er of the securities in which such 
procceds are invested, and nriy relationship bctween such company and the i s s ~ ~ e r  
of any such security. 

(c) l'hr Comn~ission,by r111es and  regula.tio~~s tlpon its o~i-n ~uotion,or hj- order 
u p o l ~  application, may conditionally or ur~condit~innallyerenlpt any person, 
securitv, or transaction, or any class or classes of pcrsons, aecuritiee, or trans- 
a c t i o ~ ~ s ,from any provision or provi~ions of this tMc or of m y  rule or regulation 
thereunder, if a l ~ d  to  thc extent tha t  the Cornmission fiiitls R I I C ~exemptiorl 
Itccessary or appropriate in t,he public interest. and consistent. with the protection 
of investors. 

(dl If, in connection with an3 rule, rrgttlntiou, or ordcr uuder this section 
exempting any investmel~t company from any provision of sect,ion 7, t.he Com- 
lnission dccms it necessary or appropriate in t,hc public interest or for the pro- 
tcction of investors that certain specified provisions of this title pertaining to  
registered invest,n~ent comlm~ies  shall be applicable in respect of such company, 
the provisions so specified shall apply to  such company, and to other person* 
irr t,heir transnct,ions and relations wit11 such company, as though such companv 
n-ere a registered investn~rnt  company. 

TR.\xR.~CTIiINSH Y  UNRYf>IS'L'EKED INVKST\IEN'l '  CO&IP.\SIBX 

SEC.7. (a) SO~narlage~nentin~.estnwnt cornpauy or face-amount certificate. 
colnpany, udess  esenlptecl froin t,lic provisions of t,his ~uhsection pursuant to 
.-cct,ion 6 or cffectively rcgisterctl nnder section 8, shall directly or i n d i r e d - -  

( I )  offer for sale, aell, or deliver aft.er sale, by the use of the mails or m y  
n~enrisor inritru~nentality of interstate c o n ~ ~ r ~ e r c c ~ ,  auy seciu'it,y or any ir~tcrrvt 
in a security, ~ v h e t l ~ r r  is such it~reatment company the issuer of such secur i t ,~  
or another person; or offer for sale, sell, or deliver after sale any s u c l ~  security 
or interest! having reason t)o believe that  srtch .-ccnrit,y or inter<st will he 
ntadc the st~hject of a public offering by r~sc of t , l ~ c  nails ur any means or 
instrumentality of interstate colilrnerce; 

(2) piirchase, redceln. retire, or otherwise acquire or at,tempt to  acquire, 
by use of the nails or ai1y incans or instr~~mental i ty  of interstate coInnierce, 
any security or any interest ill a security, ~vhether t,hc i s s ~ ~ e r  of 3aeh scer~rity 
i.s such i n v ~ s t ~ n c ~ ~ t  company or another person; 

(3) control any invest,~ilent cornpaiiy which tloes any of t l t r .  act,- cnrlnirr-
ated in paragrapl~s ( I )  and (2) ; 

(I)  eugage in any tjl~si~lcss ~ O I I I I I I C T C ~ :in i n t c ~ . ~ t a t c  or 
(5) cont,rcd any con1pall)- \vlricB!~ is cngagctl i l l  any busi~ir. .  in irtter-late 

commerce. 

?'lie groc.isions of t,llir .s~~l)scct~io~t sliall ,tot apply to  t,ran-actiot~s of AII i~tve;.ttneut 
colrlpany whicli arc nicrely incidental t o  i1.s dissolutio~~. 

(b) No deposit~or or trnstee of or ~u:dcrwriter for a mlit i~~vestnwit t  t r~ t s t ,LIIIIBRJ 
such trust is exempted from the prorisinus of this su1)xrction t~ursuant  to aectio~i 
6 or effccti\.ely rcgistcred rinrler ~ect iou 8 ,  shall directly or indirectl?. -

(1) offer for sale, scll, or deliver after sale, I)y ~rsv of tl!c inails o r  nay 
means or inst.rumcntality of int,erstat,e cuntmercc, any sect~ritj- or any inttrrest 
ill a securit~7 of which sneh trust ir: the issucr: or offer for sale, scll, or deliver 
after sale any sltch security or intt'rest, l~avirlg reason to l~c l i ew that. such 
security or interest ill I)e n ~ a d e  the subject of a pr~blic offering 1,s ur;c 
( ~ ft,hc niails or ally mean.: of ittst,rurncntality of interstate colnmerce: 



(2) purchase, redeem, or otherwise acquire or attempt to acquire, by use- 
of the mails or ally means or instrurnentality of interstate commerce, any 
security or ally interest in a security of which such trust is the issuer; or 

(3) sell or purchase for the account of such trust, by use of the mails or 
any means or instrumentality of interstate commerce, any security or interest 
in n security, by whomever issued. 

(c) No promoter of a proposed investnle~~t colnpaug, and IIO underwriter for 
such a promoter, shall make usc of the mails or ally means or instrunlentality of 
interstate commerce directly or indirectly, t.o offer for sale, sell, or deliver after 
sale, in connection with a public offering, ally preorgar~ization certificate or 
subscription for such a company. 

(d) No investment company, uuless orgalrized under the laws of the Iynited 
States or of a State, am1 no underwriter for a colnpalry otherwise org~~rized, shall 
make use of t l ~ e  mails or m y  means or instrurneritality of int,erst,ate colnnierce, 
directly or indirectly, to offer for sale, sell, or deliver after sale, in col~nectior~ with 
a public offeri~~g, is thc issr~rr. any secnrity of which such conll~ar~y 

REQISTllATION OF INVESTMENT COMYANIES  

SEC.8. (a,) Any inve~tnlent company organized under the lava of the United 
States or of a State may register for the llnrposes of this title b!- tiling with the 
Commission a notification of registration, i l l  such fom; as the Conllnission may by 
rules and regulatiolis prescribe as necessary or appropriat,e in the public interest 
or for the protectiol~ of investors. A n  invcst,nrent company shall I IC  dee~netl to 
be regietered U W ~ Ireceiljt hy the Co~nmission of s ~ ~ c h  of registratiol~.notificatio~~ 

(b) I t  shall be the duty of e v e q  registered in.r.estmcnt company to Ale with the 
Comm~ssio~~,  reasonable time aiter registration as tllr Cor~~~r i i s s io~~  within s ~ ~ c h  
shall fis 1-1. r111es anti regulations or order, all original and such copies of a registra- 
tion statemei)t, in sr~cli form and contair~ing such of the following infor~nat io~~ and 
documents, as the Corn~nission shall by mles a l ~ d  regulations or order prescribe 
as necessary or appropriate in t h e  pnblic intercat or for t,lre protectio~r (if i ~ ~ v e ~ t o r s :  

(1) a description of the irrvestmcnt and n~a~~agcrnent  volicies ant1 of the 
business donc awl to \ ~ e  a dcsig~~:~tiondone 1)s the registrant, includi~~g of--

(A) the class and subcl'asses of investment con~pany, as defined in or 
pursuant to sections 4 and 5, within which the registrant falls and within 
which the registrant proposes to operate in the future; 

(B) t,he activities other than investment in which the registrant is 
engaged and proposes 60 cngagr, such as trading, underwriting, acting 
as investlnent adviser, and pttrticipating in or influencing t,he manage- 
ment of companies outstanding securit,ies of which are held by tlie 
registrant; and 

(C) tlie characteristics, amounts, add relative a~nounts of securities 
and other assets which the registrant has acquired alrd proposes to 
acquire in the conrse of its business; 

(2) the information and doCunlents which would be required to be filed 
in order to register under the Securities Act of 1933 all securities whici~ thc 
registrant is authorized to issue; and 

(3) additional pertinent informatio~i and documents regarding the rcgia- 
trant, affiliated persons t,hereof, and underwriters therefor. 

(c) In lieu of filing i~ifor~nation and documents required pursuant to paragraph 
(2) of subsection (b),any registrant which has filed a registration ~t~atement  under 
the Securities Act of 1933 or the Securities Exch~nge Act of 1934, which registra- 
tion stat,erncnt is currently effective, may file- 

(1) such copies of such regiatratiun statement or portior~s t'hcreof, and 
such copies of reports tlicrctofore filed by thr  registlailt pursuant to secti'on 
13 or 15 (d) of thc Securities Ikchauge Act of 1831, as the Commiesinr shall 
dcsignatc by rn~les and rcgulat,ions or order; alid 

(2) a report c:ontaining s~~c-11 a~ id  d ~ ~ ~ ~ ~ n : e n t s ,  currcnt i n f u ~ l l l a t , i ~ ~ ~  regard-
i r~g  the inatters included in such registratit111 statcl~icnt autl reports, as the 
Corrlnlission shall prescribe by culcs and ~.cgulat.iclls or ordcr as Ilrccisarg o r  
appropriate in thc public interest or for the protecticn of jnvcstors. 

(d) Wllel~ever the Con~ruission, on its own motion or upori application, finds 
t,hat a mgi~trreri investment company has ceased to  he an investlncnt cornpan\', 
it. shall so tlrclilrc i q order and upon thr  taking effcct of s,ilc:~ orcl~r the regktra- 



INVESTSIENT TltUBTS ASD INVII~STbIWiTCOMPANIES 

tion of such co~~lpi tny shall, upon such t e r n ~ s  and conditions as  t h e  Conimission 
finds and in  such order prescribes as  nrcessary for the  protection of ipvcstors, 
cease t o  be in effect. The  Commission's denial of any application under this 
subsection shall be by order. 

REGISTRATION O F  C1ERT.41N .4FFIlJ.4TED PERSOKG AND ChTDERWRITERS 

Sxc. 9. (a) I t  sllall be unlaw-ful for any person, unless registered undcr this 
section, t o  serve o r  act  in any of the  f o l l o ~ i n g  capacities for a~per iod  exceeding 
sixty days: 

(1) a s  oficer, director, manager, or invcstnient adviser of or for a regis- 
tered management investnlent c c n ~ p a n ~  or registcrcd face-amtiunt cer1,ificate 
coulpany ; 

(2) a s  depcisitor, manager, or invebtmcnt advifw~ of or for a rrgistrred unit 
investment trust;  

(3) as  ~)r incipal  uuderwriter for a registered uprn-cnd managemcnt invest- 
ment  company, regist,ered unit, invcstnlrnt trust,  or rcgistc~rcd fate-a11:ount 
certificate company; or 

14) as a distributor who makes use of the nlails or any means or inst,ru- 
ment,ality of interstate commerce to  engage i'n the  busir~ess of selling periodic 
payment plan ccrtificates, or a s  a snlesnian for such a distributor. 

(b) Any person whose repistration under this sect,ion is rcquired solely because 
such pcrson is an  investment adviser for a rrgistcred invc'stn~ent company shall 
be deelned registercd under this secttion so long as such persell is rtgistrrcd under 
section 204 of title IT of this Act,. 

(c) Any of t,he persons enumerated in subsection (a), anti any person who 
presently contemplates becoming such an officer, director, manager, investment 
adviser, depositor, principal underwriter, distributor, or salesman may he reg- 
istered under this rection by filing w-ith the  Comn~ission all application for reg- 
istmt'ion. Such applir.at,ion shall contain such information and documents, in 
such form and  surh detail, a s  to  s r i ~ h  person and  affiliated persons of such per- 
bon as  the  Com~nission may by rules an,$ regulations preecrite as necessary or 
appropriate to  etfectuat,~ the  purposes of this t i t lr .  Except as hereinafter pro- 
vided, such registrat,ion shall become effective thirt,y days after receipt of such 
applicat,iun hy the Commission, or ~ i t h i nsuch ~1iortt.r pericd of t i r e  as the 
Comnlission rimy dct,crniinc. Any amentfnient of 8.11 applicatior~ filed ]lot more 
than fift'een days after the  filing uf such applicat,ion sha.11 be deenifd to  have been 

offiled wit,h and an a pa r t  of sue-11 application. Any a ~ n e r ~ d i n n ~ t  sn application 
filed nmre than fifken days a.fter the tiling of such applicatio~i shall bc deemed a 
new applicat,iun incorporatil~g by refrrence the  unarnendrd i t t n ~ s  of t,he earlier 
application. 

(d) The  Comlnihaiu~i shall by order deny registration to, or  revoke or suspend 
the registrat,ion of, an  oppl~cant  undcr t,!iis section, if the  (:ommission finds tha t  
RIICIIdenial, revocation, or suspelision is in the public interest and that-  -

(I!  t l ~ capj~l i rant ,  within t en  years o f  the  i s s u a ~ ~ t c  of such order, has been 
conricted of any felony or n~isckmeanor involving the  pnrcliase or sale of 
~ t n y  security or ariring out  uf the  applicaut'n condnct as an r~nderwriter, 
broker, dealer, or invcstmcnt adviser, or as an affiliated person, salesman, or 
en~ployee of any investnlent culupany, bank, or insurance company: 

(2) the  applicant, a t  the tiwe of the isswulce of such order, is p c r m a n e ~ ~ t l y  
or  temporarily enjoined b y  order, jrldpnent, or decree of an?; court of compe- 
tent jrtrisdiction fro111 acting as an ur~clerwriter, brokcr, dcalcr, or i l ivest~ncnt 
adviser, or as an nflilinted person, sa lem~an ,  or e~iiplo,vec of any invest.ment 
company, bank, or insl~rancc conipany, or froni engaging in or continuing 
:my conduct' or practice in coni~ect~ion with any such activit.y or in connection 
with the purchase or a l e  of ally secl~rity: 

(3;) t,he applicatinn, a,s nnlcndrd, omits any malerial fact required to  bc 
-tatccl t h c r r i ~ ~  : or 

(1) tlw a j ~ p l i c a ~ ~ t  has n-illfl~ll?- iulated section 3-1 (h)! of this title, or tha t  
portio~i of section 203 of t i t lr  IT of thia Act which incorpora,tes the  provisions 
of *aid swtion 34 (b). 

(ej The con~nlcncr rn~n t  t.o rleny rr~gistratio~i of a p~~occc~iling under this section 
shall oprrate to postponcL the eft'c~ctivr date  o f  ~ ~ ~ i s t r a t i o ~ ~pendinp. final ct&rmina- 
tion of such proceeding. 



AFFILIATIOXS INVOLYING CO-'IFLICTS O F  INTEREJT 

SEC.10. (a) After one year from tlie effective date of thie title, no regi&red 
investmcnt company shall have a board of directors or an esecut,ive comtnitt,ee 
more than a minority of the menlbers of ~vhich conni~tu ol-- 

(1) affiliated pcrsom of any one company other than srlch registered 
company; or 

(2) persolis who regularly act as manager, investn~ent adviser, broker, or 
principal underwriter of or for sttch registered company, UI. affiliated person3 
of such persons. 

(b) ~otwithstanding subsection (a), more than a minority ilf the meu~bera ot' 
such a board or corr~mittce mag col~sist of persons whose o111y nonunon afiliation 
(except with such registered conipany) is wltli- -

(I) an investnlcnt cornpa~~y in the s:me iuvestmeut company system with 
such registered conlpany; 

(2) a bank, if each such person was a n~enlber of such I~oartl or conimitt~ee 
on the effectivc date of t,l~is title; or 

(3) an invr:stment adviser registered under section 204 of title I1 of this 
Act, if (A) such investment adviser is engaged in no 1)ushess other than that 
of an investment adviser; (B) tlie salcs load on securitics issued by such 
registered company does not escecct 1 per c e i ~ t ~ ~ m  of t,hc price to t,he pllblic; 
(C) such registered company has no manager ot,her than snch investnlent 
adviscr, and such investment adviser does not receive a rnanagcine~~tfee 
exceeding one-lmlf of 1 per centurn per iluuum of the value of such company's 
net asset8 aversgcd over the year or tnken as of a dcfirlit,e date within the 
year; (11) a:l expenses of such rcgist.ered company, excepting only taxes and 
brokerage expenses, are paid by such investment adviscr: and (E) a t  least 
one-third of the members of t,he board of directors and of the executive corn- 
mittee of such registmered company are persons other than such invest,ment 
adviser or affiliated pcrsons of such investment adviser. 

(c) After one year from the effective date of this title, no registered invest~~ient  
company shall have a5 director any person who is an investlnent banker, a broker, 
or an affiliated pcrson of au invcvtn~erit tjanker or hroker, if such person is a 
director, officer, or manager of an ir~restment company which is not in the same 
investmc~~tcompany system with such registered conlpany. 

(d) Aftcr  one year from the effective date of this bitle, it shall be i ~ ~ h w f u l  for 
any of the following persons to serve or act as invest~nent officrr or manager of a 
registered investment conllmny: 

(I) any oficer or lnanager of an invest~uent company which is not in thc 
same investment coruprtny syst,em with s~lch registered company; 

(2) any director or ofTicer of a bank wllv was not a director or officer of 
such registercd conlpany on the effect,ive date of this t'itlc; 

(3) any person who regularly acts as broker for such registered company; 
(4) if snch registered company is an open-end nxmagement investment 

company, any principal underwriter therefor; or 
(5) any affiliated person of any of the foregoing. 

No provision of this subsection shall be construed to prohihit a person from serving 
or acting as investment officer, manager, broker, or principal underwriter of or 
for an investment conlpany, merely because surh person, though uot a manager 
of any other i~~ves t~t leu t  company, is an investment adviser of another such 
company.

(e) After one year from the eifective date of this title, i t  sl~all be unlawful for 
any director or ofFicer of a registrered invcstmel~t company to serve or act as 
director or ofieer of an issuer any vutstanding securi t~ of n-lrich is owned by such 
registered compauy, if- -" (1) .such registered company owns less than 5 per centurn of the out-

st,andmg roting fiec.urit.ies of such issuer; or 
(2j such director or officer is an investnlent bankcr, n broker! or an 

affiliated person of an invest,ment t~anker or hroker. 
(f) I t  shall be unlawful for any director or officer of a registered investment 

conlpany, or any investment banker or broker of which such a director or officer is 
all affiliated person, to serve or act as principal underwriter for any issner of which 
such registered company on-ns more than onc-half of 1 per ceu t i~~n  of any class of 
securities o~~tntandinp. 



(g) Xo registered i~ivestn~cnt company shall purchase or otherwise acquire any 
security a principal underwriter of whicli is a direct,or, officer, or manager of such 
company, or is all investment banker or broker of which such a director, officer, 
or manager is an affiliated person, unless-- 

( I )  in a.cquiring such securit,y such registered ro~npany is itself acting as a 
principal underwriter for the issuer; or 

(2) such securit- was first oRrred t o  the 1)ublic. by the issuer or by or tllrougl~ 
a n  u~iderw-ritcrIllore than onc year prior to such acquisition. 

(11) Any reciprocal arrangcn~er~t for the purpose of evading t,he provisions of 
subscctio~~id) or (f)  shall be deeluetl s violation of this title by the  persous con- 
wrned, and if such arrangement is kno\vn t,o t,hc registered investment, company 
concernect, a violat,ion of this title by such company 

(i) 111 the case of a regist'ered ~nanagcnle~lt investnlent company which is an 
unincorporat,ed company not having a board of directors, the provisions of this 
sect,io~i,instead of applying to such company and affiliated persons thcreof, shall 
apply, respectively, to every depositor or nlanagcr of such company- and to 
affihatetl p c ~ x o ~ ~ s  of sue11 depositor or marlsper. 

HI*:CT'KAEXT PROMOTIOX Oh' IKVEfjTbIESI' C0.\11'.\X1J% 

8 ~ c .11. (a) I t  shall be unla\sful for an)- ]~rolnoter of a rcgistcred inveshent. 
company clrganized on or after hlarch I ,  1940, to serve or act as director, officer, 
Inalmger, invcst,~iient adviser, dcposit,or, trustec, ur principal underwriter of 
ur for such company, if within five years such person, or any couqmny of which 
such Ixrson was t , l ie~~ an affiliated person, lias been a prornotcr of a,nother invest- 
rncnt company, 
(b)It shall IJC uula\vf111 fur an!- ~~romoter co1111)anyof a registered i ~ ~ v c s t i ~ ~ e n t  

orgnnizctl 011 or after March 1, 1940, t,o serve or act as invc>stqg~it adviser of or 
principal ~~ntlerwritcv for such conlpa.11y if a t  the same timc such person, or any 
company of wllicJ1 such persrm is an affiliat,ed pcrsoll, is serving or acting as 
offiwr, luanagcr, i~l\.cst~ment adviser, deponit,or, or 1)rincipa.l llllderwriter of or 
for s~wtllcr regiatcrcd invcstn~c~lt company. 

conll)any (other tlian a f a ~ e - a ~ ~ ~ o u ~ i t!(#'I S o  ri\gir;t.ert*tl i~ivcst~iic~r~l certificate 
~ ~ I I I ~ ) : I I I J - )shall isnc~c ally seci~rity !ot,i~or thau short-term paper! rcpresc.nting an 
ir~t,cr(>itin or claini against only a class of the issner's assets, lu~less such class of 
a.sscts \\-as created. and srcuritics rclnesrnting interests crelusively in or claims 
cxclnsivc?l~against si~ch class Avert, offered and sold to the pr11)lic jxior to March 
I ,  1940. 

(d) ~ - ~ J J I Iapplicatiori 1)) a repistcrcd i~~vestineiit colnpany, or by a promoter 
cbf a registered in\-eatn~ci~t compally or of a proposed invcstnient company, the 

shall by order conditio~~all.~ ~~nconrlitiunally(:on~~nirsioil or exempt such com-
pall)- or prorr~oter fron~ a provision or provisious of t,Iiia sect,ion, if t,he Co~umis- 
sion finds that s11c11 exer~ipt,iou is consistent, with the pllrl)oscs of t,his t.itle. In 
c~~nsidering shall give dne tveight to the organ- sudi application ilie ('omlnis~iol~ 
izatior~ and pract,ices uf thc conlpar~y concerned, the history ant1 practices of 
~LUJ-p m o t e r  co~ lc~ r~ led ,  the history and pract,icts of the i~ivestment co~~~pan ie s  
with 11-hich s~ich prulnoter has I W ~ I I I  ns~ociat.ed, and the pos~ibility that the 

o f  orgrar~t , i~~gsuch applicatio~i will s111)jec.t sr~ch c o n l l ) a ~ ~ ~ -  promoter to coil-
flicti~~gd~it,iesor intcrcats. 

FUSC'TIONS O P  ISVESTMEST CO.\IP.&NlES; F ~ I L M A T L O N  OF IXF'ESTXENT C O l I P h h ' Y  
SYSTEMS 


S X C .12. (a) I t  sllall he u n l a ~ f u l  for ally registered investment company- 
(1) to purchase any security on margin or credit (except such short-term 

credits, rrecessary for the clearance of tmnsactions, as the Con~nii~rsion inay 
designate by rule8 and regulations or order) ; 

(2 )  to lnrticipate on a joint or :t joint arid several I>asis in an?; trarlitig 
account iq brcurities; 

(3) to effect a 3hort ale of any security, in contrawi~tio~i  uf suc11 rules and 
regulations as the C'ommission ina -  prescribe as necessary or appropriat,e in 
the p ~ ~ b l i c  iutercst or for the plotertion of investors; or 

( 4 )  tu act as a dealer in or distributor of sec~~rities of ~vhicb it is t,he issuer, 
in eoutraveution of such rulefi and reg~~lations as the C'ornmissiori may yre- 
scribe as nece~sary r ~ r  appropriate in the pui)lir i~~teres t  or for the protection 
of ir~vcstors. 



(b) I t  shall I J ~unlawful for any diversified invest,ment company to act as under- 
writer, whenever the amount of its outstanding underwriting commitments, plus 
the value of its investments in securities ot,her than marketahle securities and in 
securities of itssucrs of w1iicl1 it owns inure than 5 per centum of any class of securities 
outstanding, exceeds 15 per centu~n of the value of its total assets. 

(c) I t  shall bc unlawful for any registered investment company to purchasc or 
ot,herrvise acquire any securit,y issued by, or any other interest in the business of-

(1) any other iuvefitnlcnt conlpany, except (A) in connection with a plan 
of rcorganizaliorr or offer of exchange for \vhich a declaratiou is effective 
under section 25, or (H) with the proceeds of payment,s on periodic paynicnt 
plau ccrtificatcs, pumuant to tlie terms of the trust indrnture under which 
such ccrtificates are issued; or 

(2) any person who is a broker, dealrr, irridern-ritcr, nlnrlngcr, or i~~vcs tn i~rr t  
adviser, nnless (A) such person is a corporat'iu~r all of the outstallding securities 
of which (other t,llan short-term paper) arc, or a fk r  such acquisition will be,, 
owned by such registered company; and (H) t,he businrw of such person is 
confined to activitips in which such registercd cornpar~y itself may lawfully 
engage. 

CHANCES I N  INVESTMENT POLICY 

SEC.13. (a) So registered diversifid i~~vesttnentcornpa~lr. shall becomu a 
securities trading nonipany or securities finance colilpany, urila,ss such change is 
authorized by the vote of a majority of its outstantling rot'ing securities. 

(b) No regiskred ir~wstmcllt compally shall change any fuudamentalinvest- 
ment or manageme~rt policy nnlesb each such change is authorized by the vote of 
a majorit,y of its outst,andi~~g voting securitics. The Commission, hy rules and 
reg~~lationsor order, shall desiguate those investment and m:trlagement policies 
which are fr~~itl;mlcr~tal, giving due weight, among other things, to the representa- 
tions mactc in selling the outstarrding securities of the company or companies 
concerned, to tl:e rel)resentations made in their registratio11 stalerilents and reports 
filcd under this t,itlc a ~ t d  in their reports to security Ilold~rs, t'o the history of their 
invest~ncntarid n~almp~rialpolicies, a11d to their financial ccinditi~)n. 

SIZE O F  INVESTMENT COZTPANlES 

REC. 14. (a) No regist'cred investnle~~t, company or principal underwriter there- 
for shall sell any security of which such compauj- is the issuer (other than short- 
term paper), if such company has, or upon completing such sale will have, total 
assets the value of which exceeds the followirig maxima: 

( 1 )  if such conlpany is a diversified investment colnparly or n uuit invcst- 
nlcnt trust, %150,000,000; 

(2) if such company 1s a securities trading or securities firlance company, 
$75,000,000; 

(3) if such company is a face-amount certificate company, $200,000,000. 
(h) Thc provisior~~ of subsection (a) shall not apply to-

( I )  the sale of a security by an open-end maliagernent investment corn-
palty, if the proceeds received by the issuer from all such sales during the 
fiscal quarter within which such sale is made do not exceed such issucr's 
total disbursements for redelnlltiuns during the same fiscal ynartcr; or 

(2) a sale made pursuant to an offer required by any rule, regulation, or 
order of the Commission under paragraph (2) of section 19 (a). 

(c) No person who regularly serves or acts as manager or investment adviser 
of a registered investment company, and no affiliated person of such a person, 
shall enter into, renew, or convent to the rellewal of, any contract to receive 
remuneration for serving or acting as manager or investment adviser of another 
investment company, if the value of tho combined total assets of suah companies 
exceeds the following masirna: -

(1) if either of such coxnparlies is a securit'ics trading or securities finance 
compally, $75,ooo,ooo; 

(2) if both such companies are face-amount certificate companies, 
$200,000,000; 

(3) nnder anv circumstances other than those described in paragra~hs (1) 



(dl S o  rcgistercd invcat~utxt  compan?; organized after March 1, 1940, and  no 
for s ~ ~ c h  priucipal ~ ~ n d c r ~ v r i t e r  :t conipany, shall n~itktl a public offering of secwities 

of which such conrpan?; is Ihe issuer, urlless- 

(I) such oompauy hss x nct n.urtti of a t  lcast $100,000; or  
(2) such company 11as prcrio~lslv mado :t ~ ~ i ~ h l i coffering of its securit,ieu, 

and :it tile' timi' 01 s~leli  offcrinq had a rret \\-orill of a t  least 4100,000. 

t ' O W I ' E N ~ . \ T I O S  O F  M.\N.\i:XI.IENTJ 31.\PiACF:.VEh'T A f l l )  UXDERWL<ITIA'G C!DWTItACTS 

SEL..15. ( a )  After oue yew fro111 tlii: cffcclive date of this title, i t  shall be 
urllawfal for sirs- person regularly t o  serve or act as officcr, director, manager, 
investu~ent adviser, or employee uf any registered investmcut company, unless 

C U I K ~ ~ I I ~such person's conlper~sation fro111 ~ I I L ~ I  is dcternlincd on one or more 
of thc  followi~pr bascs, and 110 otti l~r:  

( I )  a definite saln of money p.r,r year, 1110ntl1, o r  other definite period; 
(2) a sum of money reprcwnting ;t drfinitr pcrccniagc of s w h  company's 

irlcclme frem i ~ i t ~ r c s t  dur i~lga d ~ t i ~ l i t esrid ili\.ifle~~els p e ~ i u d :or 
:I(;3) a su;m of moues I . B I I I . C S C I I ~ . ~ I I ~  definite perceutagc of the :.slue of the  

net assct,s o f  s ~ c hcolnpan?; as of a dcfinife dat,e or averaged over s definite 
period. 

( I J ~After o w  yesr fro111 t l ~ c  etfective date  of this title i t  shall be unlawful for 
auy person regularly t o  serve or act a s  ~na.na&er or iuvcslmcnt adviser ol a regis-
tered investment cu~npady,  esecpt pursuant, to a written coutract mit~h such 
company, a,pprmcd by tlle vote of a majority of the outstanding voting securities 
ofsuch colnparly, which contract- 

(1) ~)rcri,selydescribes all coir~pcl~sationto be paid 111er1:11lider; 
(2 )  !)y it,s twnns espircs n ~ ) t  latrr than two j.rars from t,he datc  of i ts 

~~secictlo:c,mid is rcne\val)lc illereafter o11l.v hy tho sl)rcific approval a~:ilually 
of t,lir I)tr;~rcl of dircctofi or lhc  , x r t ~ r i i ~ -I~oltlrrsof srtch registrreti c o n l p a ~ ~ y ;  

(31 ?~ror.irii!z,i l l  a~iiwta~~rt!,  at any t,imc, wit,i~out that it may tw t c r~n i i~a tcd  
tlw ;r:ty~nt.l~t o f  nil?- i)~,ltalt,v. ' I ?  thc. i~oartl  o! tiircxctor- trl ~ ( ' 1 1registered 

or ) I? .\-otti of :t trrtjorit?. of t h r  e>lltita.~lr!i~il' wc~tr i~, iescoui ,m~~y v~~!i l t ,~  of 
O I L  I I U ~t u ~ r et,lliit~ -ixt.y (lays' \\.rittcii ~ w t i ~ i :  the ~ i l i ~ i i ~ , ~ e r  such W I I I ~ K L J I ? .  t ~ )  

or inve4 ~ r r c s ~ i ?;tciviscv.: a;t tl 
f < ~ rit,; a~i iot~iat iv1.1) l)ro\-ide.-, i l l  s r ~ i ~ ~ t : l l r r + ~ ,  tc:rlriii~atio~t1 1 1  thi: eveill of 

or at,tc!~rll)tcd nssi.ql~r~cei~t its a s i i g ~ ~ ~ ~ l r i ~ t  i)y the maxiagc,r or  i~lvest,!ncmt 
ad\- i,wr. 

(c) After trtw ycar from t l r ~  ctfectiw tlat,e ~f this title, it sliall i x  11~11avfr1lfor 
111ic1cr~vritc.r i~ivc:;t~ncnt.trriy i~r i~leipal  for a rc,gi<tcrid o p a l - n ~ d  ma~lagenw~ti,  

roml)nny or ri+tcretl m i t  i ~ ~ v e s t n ~ ( ~ ~ t i  triist to offcr for .sale, sell, or ~lclivcr nfier 
xalc ally sccicrity of n-11icl1 s ~ ~ ( : l i  p ~ c r s ~ i : r ~ ~ tC O I I I I ) I I I ~  is thc issuer. 1~scc1)t to a. w.;tteri 
.rorrtract wit.11 ,~rcuh coilik)any n-hie11 ~ -

(1) I)y ii,s tcmw eupircs not later tllan one ?-ow from the date of its c:xect~- 
tioic, and is re~~cwal) le  ofthcrtrafter only 1))- i.hc specific approval ~ I I J ~ I I ~ I ! ~  
tile Imarrl of directorb or of tllc sc~c81rit)- hol~lers of such wgistc.rc4 r o l ~ l p ~ l ~ y ;  
and 

!2) provitlcx, i ~ r  sul>&mcc, for  its autonratic t,errninatiur~ in the e\.e~rL of 
i ts assig~ilue~it  by suc11 i~udcrmritcr. or attnml>tcd a ~ s i g ~ ~ m e n t  

(?) I t  shall I)c un~lawfc~l for mi?- registered invcst~nent conlpany having a boarti 
of drrcct'ors 1.0 e i ~ t r r  into or pa r fo~many contract or agreeulel~t. v-rit,tcn or  oral, 
n hereby a person rmclrrt~akcv regularly to  scrre or act  a s  manager, i n v c s t n ~ e ~ ~ t  
.ad\.iser, rurdern-riter, or broker for ,such eolnpR,ly, 111~1ess the t,crni!; of such ron- 
tract or ugrccn ie~~t  have I)eel~ s p j ~ r o v t d  !)y a majority of RI ICI Idirect.ora, euc!usi\~e 
of ail? director who is lrirnsrlf a f m - t ~ -l o  sr~r i i  coiltract or agrec~rlelri. or who is 
.an aftiliatcd pWbORl of u c h  a party. 

(c) If ally rcgistcred ii~vc.stmflit colllpa!l)-, or any compal~y co~~trol lcd 1))- or  
~uldc:r cotnmoll control with such Y ComImiy, is servi!~g or artilry, or proposes t o  
serve 6)r act, as manager or  i ~ ~ w s t m e i i t  adviser of another corrlparly or co~upauies 
in the same i ~ ~ \ . e s t ~ n e n tcompany system with such rcgistercd conlpany, the  Cum- 
misiou shall require, by s ~ ~ c t r  rule:: and regrllntion6 or orders a s  i t  finds necessary 
,or itppropriate ill t,hr public interest or for t,he protretion of invest,ors, that  such 
martagar or investment, advisw servc s i ~ c h  ot,her coml)any or  companies at cost, 
.and t,hat such cost he equitably allocated bet,ween a11rl among ~ r l c h  registered 
,company and such ot,ller company or companies. 



C H l N G E S  IX BOARD OF DIRECTORS 

SEC.16. Xo ])CTSOII shall serve a? director nf a regktered ill\-cstmrnt c o m p a ~ ~ v  
u111ess elected to  that office by the holders of thc outst.anding vot,ing securitiev of 
such corupany, a6 the annual or a special lnwting of such securit,,~ holder^ duly 
called for that  prrpose; excq)t t,liat vacancies occurring between such meetings. 
not excerding in t,hr aggregat>r o~ie-third o f  t,l~cx whole n ~ ~ n ~ l ) r r  of the hoard o! 
director?;, n ~ a y  I ) ?  filled in ally othcwvise 1ega.l nlanner. 

TRANS.ICTIONG OF CEW'l'.41x .IFFILIA'l'EL, PERSONS .4ND IJKDEIH\TKI'I'ERS 

SEV.17. (a) I t  shall 1)e inl lawful for an?- affiliated persol) of or principal under- 
writer for a registered invcst,~nelit company, or a.lr>- affilintetl prrson of sucb a 
person or underwriter, acting as prii~cipal---

(1) knob-irigly to  sell any s e c ~ ~ r i t y  or other property to such registered 
compmy or an  aifiliated company t.hcrtof (unless such sale consists solely of 
(.4) the  redF!nlptioll of redeen~al~lesecurities by their issuer, or (B) the 
tlnposit of securities wit11 the trustee of a rinit investment t,rr~st. or periodic 
paynlel~t plan by t,he depositor thereof) ; 

(2) knowingly t,o purchase from such rrgist,ered conq)any or any atTiliat,ed 
cornpny  t,hereof ally sec~irity or other property (except ,securities of which 
the seller is thc issurr) ;

(3) to 1,orrnw mor~cy or o t h r  property from such registered eonlpany or. 
an  afiliatcd company t11erc:of ii~nlcss the l~orrower is controlled 1 ) ) - the, 
lender) ;or 

i11(4j to  ctffect ally t r a ~ ~ s : ~ c t i o ~ lwhich s~lcll registered company or an  
a.fii1iated eonlpslry thcreof is a joint or a joint and several participant with 
such person, underwit,er, or affiliated person, in contravent io~~ of such rules arid 
rcgulatior~sa,- tlie Conm~ission nlay prescribe for the purpoFe of (A) l i ln i t i~~g  
or preventing participat,ion )I>- such company on a basis different from or less 
advan tageo~~st,han that of  ,such other part,icipant,, and (13) prot,ecting t h r  
i~~dcpendont  and 111:111agt!ria1 judgment of such colnpaily. i ~ ~ v w t n ~ e n t  

(b) Kot,wit!lst.:~litli~igsr~I,scxtion (a) ,  a company d1ic11 conin)ls or is controllerl 
by R regist,c:rcd in\-c~stment C O I I I ~ ~ I I ~tlr \vhi(:h, with swti regist,crcd company, is 
under the conirnou cot~trol of another co~nl )x~~?- ,  anmay file wit11 the C:cin~~uissio~~ 
appliratiorl for an order exempting a. proposed transaction of the ap~dican t  from 
one or more provision8 of tha t  srihsection. The Commission shall grant such 
application :lnd isxtir such ortler of rseinption if it find that-- 

( 1 )  t , l~eterms of t l ~ e  proposed transaction, including the co~isideratioi~ to  
be pair1 or ree r i~ed ,  are resfionable and fair and do not involve overreaching 
or! the part or any persou concerned; 

(2) t,he 11roposcd transactmion is col~sistent with the investment a d  nmrage- 
~ncint policies of each registwrd investment cunq~any concerned as recited 
ill it,&registra.tion stat,ement a ~ ~ d  reports filed uuder this tit'le; and 

(3) the proposed t'ransact'ion is consistent with the purposes of this tit'lc. 

(c) Xot~wit~hstantli~lgsul~scction (a),  a person iuay aell ~nercllnndise in the 
ordinar!. coursc of ~ I I S ~ I I C S R  ofto  ally affiliated c o n ~ ~ ) a n y  a registered investrr~ent 
coiqmnr- if s11e11 affiliateit conlpany is not itself an invest,ment companj-. 

(d) I t  shnll I)r unlawful for any affiliated person of a regist,c:retl in\-estnwnt 
conlpany, crr nrly nlfiliated person of a11c11 a persoll-- 

(I) acting as agent, to  acccpt froni any source ally co~npe~~riation (other 
il~arra regc~lar salary or \\-apes from such registered company) for the purchase 
trr sale of any property to or for such registered company or any affiliated 
company tiweof, except in the collrse of such person's hnsiness as arl under- 
\rritrr or I)rolier: or 

(2) acting as bruker, to srll any sccurity t o  or for such registered company 
(11. any atfi1iatr.d ciimpany thcrcof, if such person receives from any source a 
c ~ ~ ~ m i s s i w l ,fee, o r  other remtuneration for cffrcthg such transaction wliicl~ 
cxcecds t,hc zrs~ial a,nd eustornary broker's colnmission for rffecting similar 
t,ransactions o~r  a national securities exchange. 

, (c) Any gross ~niseond~ict  or gross abuse of tnist  in respect of a registered
i~rvcstnlerlt conlpany, ~ I It'he part of any person regktered imder section 9 as  an 
affiliatcvi person of or principal underwriter for such compnny, shall he unlawful. 

( f )  ;Ifter rme year from the cffect,ive date  of t,his title, it shall be unlawful for 
thc charter, ccrtificwte of i~~corpora t im~,  articles of association, b~Ia\vs ,  or trriwt 



irrde~rt,urcof m y  registcwtl i u v e s t ~ ~ m ~ t  company, fur any employ~nent lnallage- 
~ ~ l e n t ,untlcr\vriting, or brokerage col~t 'ract or aprcenlclrt t o  which sue11 a comparl?? 
is a party, cir for any other i ~ ~ s t ~ r u m e u t  pursuant to  wiiich such a company is 
urganixed or administered, to  contai~i any provis io~~ \~liicIr-

(1) authorizes, or p ~ ~ r p o r t , ~  t , l~cto  i ~ t ~ t h ~ r i z e .  \.ic~latiwof any provisiun of 
t,his t,itle or of any rulc, regulat io~~,  or order herrr~nder; or 

(2) relic:ves, or piirports t.o relievej ally afEliatrt1 person c ~ for principal 
~li~clerrvrit,crfor such company froin any dut,y or liabilitj t,o sue11 company 
or the security holders tlirrevf to  I\-hich such ~m-sun or r~l~der!vrit,cr ~ ~ - o u l ~ l  
ot,l~erwise bta s~ibject.  

is ai~tl~orizeti  (g) The C o u m i s s i o ~ ~  t o  reqlrirc, I ) ?  riles and regrrIn.tioris or order 
ill the 1)ut)lic ir~tercst or for tlic 11rotectio11 of ill\-esturs-- 

of in-( 1  I thrrt securities a i d  other i~~ves tn len t s  a rc~yifitercd ~r ra~ragc lue~~t .  
vr.slnirut corllualiy I,c l,larerl iir t11v cl~stodyof a n  institut,ion having t,he 
qi~alificat.io~isrequired by pampraph ( 1 )  of scctiwi 26 (a) for t.lrc trustees of 
u ~ ~ i tin\-rst,lnerlt t,rilsts; and 

1 2 )  tha t  ally pcrsorl or class o f  I)rr&olls ~rgis t t : r~t l  rn~cler sect.ion 9 be 
rcquired t o  Ilr hondcd 11sn rcl)utal)le fidelity i l~srrmr~cr ccllltpany in s11ch 
m i n i ~ r ~ u n ~aiucir~ntfis the Cornmissinn nlay 11resc:ri he. 

sectio~i9 as  a d i , ~ t r i b ~ ~ t o r(111 Every persou registered u ~ ~ d e r  of periudic payment 
p l a i ~  ccrtificatcs shall l)e slrbjeet. in his tmnsactious with the isnuer of such certi- 
ficates: t o  t h e  smile d~iticw nud liabilities as  t,hoae ir~:l~osctl Ijy this section upon 
affiliated persono of regirtcrtd i ~ ~ v e s t m e r ~ t  withcon~pnnirs ill their tm~~sxc t ions  
such co l~q ia~~ics .  

CAPlT.41. S'I'HUCTI'HB 

S w .  18. t r r t  It slrall l ~ t lIIIIIX\\-IIIIfor all?. registered nlairagcule~rt investme~lt 
company to issue all?- sec r~r i t~ -  (ot,her tha.11 short-tern1 paper or periodic payment 

cert,ific:ltc~j.or to  srll all?- siich ~cwrritj .  of which it is ~ I I Cissi~cr, 11111ess J ~ I I  811~11 

securit,y--

( I )  is :t corun 011 stc ck, or if such c ( ~ ~ ~ ~ p ~ ~ ~ y  companyis at] r~rli~rcorporated 
nl.ganized 1)rior te hlnrch 1. 1940, is a s e c t ~ r i t ~ - t,he same I~avirig s ~ ~ l ~ s t a ~ ~ t i a l l y  
incidrutx as  tlw coniiuot~ duck  of a eorr~oratio~r; 

(2) ha*: no preftwx!ce ar t o  tlistrii)trtio~ror clivide~rtls o \v r  :L~I,Y o ~ ~ t , s t , a ~ ~ d i t ~ y
socurit,y of ~ I I V ~ Icompa.rry; 

i3) is a voting security, a ~ ~ d  hits f ~ l u a l  vuting rights \\-it11 e\-erj- voting 
stwuity of s~rch cotnpaliy issued since l l ~ eelrrctive date of this t i t .1~; and 
(4,)i f  ~ l v ta redecnml,le securit,y, expressly provides tha t  the I~oldttr thereof 

s11all be givca a reasnnahlc opportuuit,y, with other holders of t,he conipauy's 
vnt'ing securities, to siibscril~e for m ~ t l  purchase ratably any voting securities 
xhich the  coinpatry 111cry t,l~crcafter i ~ s ~ ~ e ,  sr1~11 are sold t o  b c ~ f o ~ ~  s c c ~ ~ r i t i t ~ s  
all>- other pcrsoll c r pcirsru~s. 

If such conq>axiy is all urriricc~rl)or:ttcd ctrrl~pa~ry crgaliizcd prior t o  March 1, 1940, 
the Cornmissiu~~ shall ilesigi~ate, I)y nblt?s a,11(1 regulations or order in the  1,ublic 
intcrest anti for the  prot,ectio~~ of investors, those i~rcitlcvrts \vhicl~ s~ccll security 
must have in order s ~ ~ t ) f i t a ~ ~ t i a l I y  of this 8111)- to co111ply \vit,l~ the r c q u i r e l ~ ~ e ~ ~ t h  
sect io11. 

(1)) 'rhr 1)rovisioris of paragrapl~s( I  J alld (21 of sirl)scction (a)sh:ill not, apply 
t,o the issllarrce vr sale o f  a prefcrrcd or specinl stock if th r  oil]?. other uutst,anding 
class of the issuer's equity scc~~rit,ies cunsirjts of a C ~ U I I ~ I O I Istock up011 which I I ~  

dividend (other than a licluitlatit~g tlividrnd) is peru~itt,ed t o  I)e paid a11d which 
in the aggregate rrprcsents 11v1 nlorc tlmi o~ie-l~alfof 1 1)c.r centrn~i of the  issrier's 
or~tstauding voting sec~lritics. 

it!) It shall be l~nIa\vftrl for 811y rrgist,ercd Irlauagtucllt i~~vcst , t l~el i t  collllJa,ny 
to  ihsrrc ally w a r r a ~ ~ t  or right to au1)srrilw t o  (11. pi~rc.lrasr a serwity of which s ~ ~ c h  
c01111)mryi s  the iss~~txr. (..icc])t--

( 1 )  i r ~tlrr f v r n  of w a r r a ~ ~ l s  csxpirii~g ]lot later tl1a.11 or rigllis to si~ixcril~t.  
O I I P  111111tlrcd t,\\-e~rt.y anda ~ d  t1a.r.s after their issua.nce uud issued excl~~si\-ely 
i:ttalrly tlo a class or cla.ssca o f  sucll ccml~a~~y ' : :  orsrcrtrity I io Id~ . r~ ;  

(2)  ill the form of pcritldic p a y ~ r ~ e n t  pla11 ct,rt,ific:ttes. 
(dl Aftcr t ~ o  shall,years from the cbffectivr t latt  of this title, the ( 'o~ninis~iu~r  

u])011 applicatioll by the holdrr of all). or~tstaridiug src11rif)- of n regist.c!red nianage- 
n ~ c ~ i t  cq~111pa11y~i ~ ~ ~ - r s t ~ ~ i m t  and ~rray tip011 its O W I I  notion, wq~rirt.1))- order that. 
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