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such company, alld every otlier registered investment company in the same invest- 
ment company system, take such st,eps a s  are necessary or  appropriat,e to effect 
an  ecluit,at~le rrd~stril~utiori  of  voting rights and privileges ali~orig the holders of 
the outst,anding securities of s ~ ~ c hconrpany 101. companies. 

DIVIDEND-

SEC.19. (&) I t  shall I J ~rrulawful for ally regist,eretl i ~ r \ - e s t . ~ u e ~ ~ t  culilpalr\- to 
declare or  pay airy dividend, or  lmke  an)- d i s t r i l ~ r ~ t i o ~ ~  in the nst,c~re of a divide~id, 
wholly or 1xirt.l.y from ally sollrce ot'hcr tlraii such co~ul)a~ry's sgyregatt: ~ln<lis-
1ril)uted t i ~ t  irrc0111e fro111 interest aud dividends, ~~nlc:ss--- 

(1) the paynie~it  of a tiivirlerid f r i w  suclt otlier m m e  is either espressly 
pcrrriittcd I J ~the c lwte r ,  certificate of iiicorporaticm, or  otlier instriur~er~t 
pursuiirit, to which sue11 colnpan!. is urgar~izcrl or. huch pyo l tmt ,  11ot tjcing 

has I ) ~ w I  npi~rc~vcdprohillitrd by such inst~r~~rnent ,  by t l ~ e  vote of a n~ajorit!-
of sl~cll cotnpany's outzhmdiug votirlg 3rcilritic?a: aud 

(2) tlrc diviclentl cl~cck is accnmpnied b?; a \ v r i t t c ~ ~  i r ~  sue11 st:t te~ner~t,  
form a s  the Cornmission lnay t ) ~ 'T U ~ Sa l ~ d  repi~latio~is presc?ihe, which 1-4) 
fully discloses Lhr source or sources of sncli tlivitiend, and (13) qi1.c~ t;he 
recipicnl. fi~ich reas:~nalilt~ opportllnity to irtvcst in securities of said corrlpattg, 

p o r t i o ~ ~without tkrr pajrncnt of any sales load, s11c11 ~ u l ~ s t a u t i a l  of said 
dividend pilid o ~ t t  of s sotrrce otlrcr thau ~ w t  i~~cmrrcfrom interwt and tli7;i- 
denrls, as tl:c (lo~nmission s!iall prcscribc 1))- rn1t.s and repulatiorcs or order. 

(Id I t  shall he ulila\vful for ally rrgistwed ~uar~ngeluc:~it investmeut cumpa!ly 
t o  declare ur pay a divitlonrl on a security, ~lnless inluiedirtt~ely alter such pny- 
ment every class of t'lie o~itr;tancling securities of  s11e11 company stnior to  t.he 
security upon wliich such dividend is paid has tlle nssct coverxge I~crcinnfter 
1xescril)i.d. For the purposes of t'his iill)scctiol~! the "asset cox-crage" of a class 
of out,~landiug secwities incans t,he ratio which tht: valuc of the  tots1 aasct,s of 
the  issr~er, as of the end of tlrr period to which t h ~  dividend rcltites, Icss its lia- 
bilities not cvitlencwl l ~ y  soc~~ri t ies ,  iis iiabilitic~s eviclenccd t ~ yshort,-term paper 
slid the t,otal liquidatiori ~~rc~fc re r~ccs  secwities srnior to s ~ i c hof it11 ou t s i a r id i~~a  
class, beare to t,lw t,ot,al liqr~idatiori ~)rtferclrces of all or~ts lar~ding o fsccut~itic:~ 
such class. Thc proscrilxd asset co\wrage for a class of scwior sccuritiea ol tier 
tliau eritlt:~rccs of inde1)ictlric~s s!r:tli t re 200 per t>chnt,rirn : but t l ~ c  Con~rnissiotl, 
by rules arid reg111;itioris or orcler lor tlic protc~t~ion of invc.stors or to prcwrvc t!;e 
financial iutegrity of the. con~pany or corirpa~rics cn~icwmcd, 111ay prescriI)c a 
higher asset coverage, in IIO event exceeding 300 1)cr ce:it!~lrl, or a lower : % s e t  
coverage, in no c s c ~ ~ t  Less tliau 150 per eent,uni. 'L'Iie prescribetl asset covrmge 
for evi~lences of indelitedness shall be 300 pcr eentr~m; but t'tlc Comnlissiou, by 
rulcs and regulations or  order for the prolectio~i of irivcstors or to preserve tile 
financial integrity of' tlic coinliarly or  con~!~nrlicscorzcerned, ma!- prescri!x a 
llighcr asset coverage, in I I O  e rcn t  c~rccet l i~~$ 100 [)er ceuturn, or a lower assct 
coverage, in no rvcnt loss than 200 1)er centurn. 

(c) Yo provision of this vxt,iori shall apply t o  a 1iq11idati11.gclivitlend declared 
or  pzrid in corinectiol~ with a plan of total or partial liquidatiott of tlie company 
concerned, whicli plan has hee~i  approved I)y th r  secnrit'y t~oldcrs of such company 
in accort-fenw n-ith Stat'c law. 

PROXIES; YOTING TRTTSTH; CItLl ' lJl . i \ l l  V W N B R S H I P  

SEC. 20. (A) J t  611811 he 11rilawfu1f o r  s1r3- person t o  solicit or to  permit t,lie use 
of his or itjs name to  solicit, I)p use of t.he mails or any means or instrumentality 
of i ~ ~ t e r e t a t ecommerce, or otherwise, any proxy, power of attoriiey, consent, or 
autl~orizat~ionregarding any securit,y of a registered investment company in 
cor~travention of such rulcs and regulatiuns or orders a s  tlie Commission may 
prescribe for the  purpose of i ~ ~ s ~ i r i t ~ g  to  the persons solicit'ed- 

( I )  a form of prosy, power of attorney, consent, or authorizstioii w11icll 
clearly presents the  alternative choices available to  s11ch persons; and  

(2) information suflicicwt to permit t'tw exercise of art irifornicd judgment in 
rhoosing between such alternat,ives 

(b) I t  shall be unla~f111 company or affiliated for any registered i~ ives tme~i t  
person thereof, any issuer of a voting trust certificate relatirig t o  any security of a 
registered investment company, or any r~nderwriter of such a certificate, by use 
of the mails or any means or instrumentality of in ters tah coinn~erce, or otllerwise, 
to  offer for sale, sell, or deliver aftcr sale, in con~iectio~r n i th  a public offering, 
any such voting trust certificate. 



ic) No rcgistcrrtl i r ~ v m t ~ ~ i e u t  company shall prircl~sce or ottier\vise acquire 
ariy voting scc~trity if, t o  the kno\vledge of  such rrgislerrd company, cross-omner- 
ship or circular on-ncrehip exists, or 8ftc.r such acrp~isition will esist, hetwccn such 
registered cor~ipany and the issuer of such security. Cross-oi~nersl~ipshall be 
clccmed to  exist I>et,ivccn two curnpsnies whet1 each of srrcll couipauics bcncficially 
owns more than I per c c n t u ~  of the outstauding vot,iug securities of the other 
company. Circular ownership shall be dermed to esist between two cornpallies 
if such companies are  included r\-ithiti a group of three or more companies, each 
o f  whicll-

(1) bencficiall- owns uwre t h a ~ ~  1 per  c:errtunn of the or~tstanding vot,iug 
securities o f  V I ~ For  more other comp:tnius of tlie group; and  

(2) has more than 1 per cet~turn of i t s  onm outsta~iding voting securities 
bericficinlly vv-nr~i by srwthr~r conlpmly, o r  1))- c.a.ca11 o f  t,woor uiore &hcr 
companies, of the groul~.  

(cl) If or1 the cffcctive date of this title rross-owr~ersl~ip or circillctr ownership 
cxxists betwceu a nlgisteretl inwstrncl~t  corupsny and ally a t h ~ ~ rcompany or 
companies, i t  dial1 be thc dwty of such rcgistcmtl co~u[~s r ry ,  witliit~ thrce years 
after such cffectiw date, to  cli~ninatc~ such cross-owrershil or  circular ownership. 
If a t  any tima after the cffect,ire date of this title cross-ownership or circular 
ownership bctn.c~.n a rc.gi6tcred invcstmcnt coml)a.rly arid any ot1ic.r company 
o r  companies come8 into existence, i t  shall 11c. tll' d ~ l t yof sircl~ rcgistc~rod cruupnuy 
within olle year after i t  first bows c?f thcs c~xist~cwcc~ oro f  st1cl1 r-ross-c~n-rrerslli~) 
circwlar cr~vnrrship, tn cli~rrir~stc~ the salric. 

DISTHIBT!TIOS, IIEPERlPTION, A S U  IIEPUKCHASF. OF REDEE.\I.\BLE SECURITIES 

SEC.22. (a) Xo registored investment company or 1)rincipd underwriter t,herefor 
shall sell, redeem, or re1)urchase any redeemable security of ~vhich such a company 
is the issuer, except a t  a price bearing such relation to  the current asset valrle of 
such security, comprrt,ed as  of such timt:, as t,he Co~ilmission shall prescribe by 
rules and regulatiot~s or  orders, fur the  purpose of eliminating or  reducing to  a prac- 
bical rninim~im any dilution of or  accretion t o  the current asset value of a n 1  other 
securit,ies of such company as  a c o n s r q ~ ~ e r ~ c c  of such sale, redemption, or repur- 
chase. 

(I)) X o  underwriter or dealer, in connection wit11 a primary dist,ribution of 
redeemable securities of which any registered investment company is the  issuer, 
shall purchase auy  such security from the issucr or from any underwriter except 
at the  price at. ~vhic11 he sells sllrh security, less a comniisaion or spread allowed 
him by the persu~l selling to  him. 

(c) If a t  any time the Conimission has leasou to believe tha t  a n y  redeemable 
security is being offered for salc or auld to  the puhlic by the issuer or  any under-
writer a t  a price which includes an unconscior~able or grossly excessive sales load, 



tile Corrin~ission shall caune to be served up011 the issuer (or if  t'he issuer is a unit. 
investment trust, upon its tlepobitor), and upon every pril~cipal nndarwriter for 
the issuor, a notice to appear and show cause why such sales load should not be 
prohibited. If, after hearing t,he evidence, the Colnmission finds that t'he issuer or 
any principal underwriter tliercfur is selling such securit,ies to the public at, a price 
including an unconsciol~able or grossly cscessive sales loa,d, the C~omn~ission shall 
order such company, underwriter, or underwriters, as the case may be, t o  cease 
and desist f h m  selling at  such price. In determilling whether a sales load is 
uncor~scionable or grossly esccssive, due weight shall L)c given t,o the incidents, 
denon~inat,ions, and selling price uf thc seburities inrolvcd, to t,he organization, 
investment policy, past and pro~pective earnings, nianagemeni expciises, and man-
agement and sales methods of the issukr, its managers, depositors, uuderwriters, 
and tlcalers and its and their competitors, and bo srich other factors as are relevant 
in t11c parbic~ilar proceeding. 

1,.authorized,The Comniissior~ is (d) IYIIC'Hand reg111ati011b 01. order in the 
j)ubIic ~nterost or for the protectiol~ of investors, to prohihit,--- 

(1) the suspc~~siun, in whole or in part, of t,lit? redemption privikges of any 
redcemablr sccurity of which any regist,cmtl i ~ ~ v r s t ~ n e n t  ccrmpa~ryi j  the issuer; 
alld 

(2) rcstrictiuns upon tiiis t,ransferal>ility or negotiat>ilit,y of any rcdecnralde 
secr~rit>-of which ally rcgistcrc~tl i r l v td~wnt  conrpm1)- is tlw issuer. 

SEC 23. (a) XI>rcy$stcrcd clorctl-c11t1 ~r~anagcinci~t C < ~ I ~ J : L I I ~i~~vcetiuent si~itll 
issue any security, or sell arq sccurit,y of which it is t,hc issuer, ill ou~~t,ravel~tio~l  
of .such rules aud rog~rl:ttio~is 01, ortlcrs as t'he Coirlinission may prcacril~c in the 
public intcwst or for the i~rtrtect,ion of investors to prevcut or limit such ~ S S I I R I ~ C C  

or sale a t  IL ])rice b1~10w the currc~nt itsstst r d u e  of tliv sccurit!,. 
(1,) xo rcy&lcrctl closed-end ~nalmgenwnt invc~stliiwt colupany sliall p~rcliasc, 

call, or retire any securities of wllirh it is tllv isarwr i n  r o ~ ~ t r a \ - r ~ i t i o ~ ~trf such rule6 
and regulations or ortlcrs as t,lw Con~~~~i s s ion  nliiy pr~wrihc ill t l ~ epulrlic ir~t,crest 
or for the j)rotectio~l of inwstors to pr~:verrt.s ~ ~ c hpurchase:, d l ,  or retirt~rncnt i u  a 
mmncr o r  nn a basis which 111ifairl?- diacrinii~lat,(:s agait~st all?- t?crlrit?- Iioldrrs or 
any class of thc secnrity holtlers of sr~oli re,qist.cwti colr~l~:u~y. 

SEC.24. (a No registcrecl i~rves t~~ie i~t .  tl~ere-colnpalty or principal ~~nderwritcr 
offor shall make uac of the inails or any nieans or i~~strc~mentalityinterstate 

commerce, directly or indirectly, to offer for sale, sell, or t l r l i~cr aft'er siqle! in 
wit,l~n pr~hlic offt,ring, all>- sec~~r i ty  c o n ~ i ~ c t ~ i o ~ ~  crf which such eo111pa11y is the LSSIICT 

(&her than s h o ~ t - t ~ ~ r l n  paper), unless such security is effect,ivc.ly rcgisteretl 1111der 
the Saenriticls AeC of 1933, atis esv~nptive )rro~.ision of said Art to  the co~ltrary 

( l i  such copies of the rtyistrat,iot~ a t , i ~ t e l n ~ ~ ~ t  eunlpa~~yfiled by H I I C ~ ~  1111der 
this tit,lc, and of such periorLic and  special reports tiled 1,)- such company 
pnrmant to section 30 (a)of this title, or such copies vf portiuns of such rcgis- 
t,ratiou statcnlent and rej)ort,s, as tlic Commission hall designate by  rules 
and regc~lat'ior~s or order; and 

(2) such sdditiol~al il~forlnation and ~lociunents (inclllditrg a plospectl~s!
shall prescribe by r111es autl rcgulat,io~~sas t,he (:oiini~issio~~ or order as -

Iircessary or appropriate in the p111)lic interest or for tile prot,wtiou of 
investols. 

( c )  I t  shall be 11l11awful or for ally under- for any uf the followi~tg rolilpa~~ies, 
miter  for such a company, to employ, in the sale of ail>- security registered under 
the Secnrities Act of 1933 of which such company is the issuer, any pamphlet, 
circr~lar,form letter, or ot,ller sales literature, unless RILCII l i t e l~ t~ l~ rc11as heen filed 
with t,hr registration st.atement of said security rmdcr said Act, as air accompany-
ing tioclllllel~t 01. as a11 alnendmcllt of such rcgistmtiw! st,atclr~rllt: 



(1) any registered open-end mauagement investment compauy; 
@j any registcred unit investment trust;  
(3) the  issuer of any periodic-payment-plan certiticate; or 
(4) any registcred face-amount certificate company. 

(11) In addition to  the  powers rclat,ive t o  prospcett~ses granted t,he Co~rmission 
by section 10 of t,he Securities Act of 1933, the Cornmission is authorized and 
directed t o  reqnire, by- rules and  regulations or order, t h a t  the  infonnat,ion con- 
tained in arly prospectus relating t o  a s e c ~ ~ r i t yregistered uuder the  Securi t ie~ 
Act of 1933 on or  after the  effeetivc date  of this title, of which any of thc companies 
enumerated ill subsection (c) is the issuer, shall bt-7 prescnt,ed in such form and 
order of items, and contain such wurunaries of any portion of such information, 
as the Commission deems necessary or appropriate in fhe public interest or for tile 
protrction of investors. 

PLANS OR I L M O R O . T I 0  A S D  DIPSOLTITIOS A N D  OFFERS OF EXCH.\NC.E 

Ssc .  25, (a) Except in accordanre with a declaration filed ~milcr s~ tbsec t , io~~  (c) 
a n d  an  order of the Commissioi! pcrn~itting s ~ i c ! ~  declaration to  beeomr effective, 
i t  ~11~11 be unlawf111-~- 

(1) for a r ~ y  person t o  solicit o r  permit the use of his 01,its ri:tmc to solicit, 
by use of the mails or  ally means or instrurnentalit~ of interstate eolinneree, 
or  otllrrwise, any prosy, consent, authorization, power of attorney, mtifica- 
tion, deposit, or dissent in respect of any plan of reorganization, or  of rol- 
untary diasolut io~~ or liquidation, or an?- plan for the rent ,a tenm~t of the 
capital, of a rcgistemd in rcs tu~en t  company; 

(2)  for any  person, by use of the  mails or  any means or  instrrnncntality 
of mtcrstate commerce, or otherwise, to  issue, offer for sale, scll, or deliver 
after mle, ~ J ~ I ~ S I I H I ~ ~to  any sw11 plan, ally security or other property; 

(3) for any person to  submit ally srlcfl plan to any court of the, 1Jnited 
States for approval; or 

14) for any c o ~ l r t  of the  Cnitcd Strates to  approve any  such p la~ i .  
I'ro~idetl, Tha t  thc ~~rovis ions  of this snhsection shall not apply to a p l m  of vol- 
~ m t a r y  ciissolntion or liqnidation of a regist,ered inr.estnleut company more than 
75 per cen tnn~  of ihe value of wllow ass& consist of marketable sccuritirs, Gov- 
ernmcnt sec~~ri t ies ,  autl cash it,erns. 

i l l )  Fxccpt in accordwncc wit11 a tiecl:uvtio~~ ( r ) a ~ ~ t lfi!etl under s t ~ l ~ - e c t i o l ~  an 
pcrrnit,ting H I I C ~dec1ar :~t ic~order of i l ~ e  Cotu~r~iasim to  t~ocomceffcctivc, it shall 

I)e unlanf l~l  for a11j- registered i n r e r t ~ ~ r c n t  colupany or pri~lcil)nl iuldcrwrit,er thtre- 
for t o  iwur  or srill for all? coii,sirlerat,ion n t l w  than cnsh, ally sccrlrity (otiic-r i I I : I I I  
short-tarmi paper) of ~ h i c h  siich con1parl.v is the issl~nr. 

(el A dcclitration regarding an>- of t , l~c  acts euu~ncraterl ill sc~t)sectiol~s (a) :tritl 
it)) shxll br tiled n:it,ll t,tie Conin~issioi~ in such form, 'nd shall routain snch infor- 
lnatiorr and d o r ~ ~ m o ~ > t i i ,  nlay hy rnles and r~glilations or order a s  tlrc Coru~nissiur~ 
~irewribe a.: necwsaly cr  qqxopria tc  in tile pnl)l~c interest, or fur thc protection 
of i~ivesiorc. Tf thc  tIccl:tratio~l relates !o a rcrrgani;.,atiorr or other plnil ill \ ~ h i c h  
t , l~edrclarant has no tx~tra fitlt! i~itcrc'st,, tlic Coumissio~i hhall IJJ- order disnriss 
s w h  declarat, io~~. Vrrlcss the clecl:iratio~~ ir so disn~ixsctl,or is withtlran-11 by t,he 
tleclarant. thc C(~rnnrissioli shiill riiter an order eilher ~)er~ni t t i r ig  well ~lcclarat io~i  
t o  I)ecol~lc cff~ctil-c a,? tilcii or anip~rdctl, or rcfnsi~lg to prrnlit scictl tieclaratiol~ 
to heco11le cffert,ivc. ~11:ent~mt!!~tst o  a declaratio~l may i)e ~nzlde iipon i 1 1 ~ 1 1  
terms iin(1 e o ~ ~ d i t i n ~ ~ s  i ray proscril~c. as t11r C:on~nrissio~l 

((1) ortlcr ~ ~ u i l o r  t,o permit a cIcclarat,ion to 1)eccme2\11 .;nh:cr,tio~~icl rcfttsi~%g 
effective xl~all 1x cutcrtd 11y t,hc C o n ~ n  issiun o111y if the Cotnn~issinn h i s  that 
the plan o r  otfrr of eurl~an,rrrto  11-l~ic!ithe tltdnration relntcs- 

(1) i* ilot fair and eqr~i tnhlf~ to 311 per?olli and classc.: of persol). stfcrteti 
1llerrl)y; 

(2) ill t l ~ e  r-aic of a ~ ~ l a r r  of wurgauizutiui~, i-: !tot leasii)le: 111. 
( 3 )  i .  ir:cu:lrlitent wit11 thc ~ J I I I ' ~ O - O ~of t i k  title. 

(el 'I'l~c ( ' O ~ I I I I ~ ; ~ S ~ O I I ,  by  r~llcn ltiid reg-lllatiot~s url its o\vr~ ~not,ioti, or I,?. order 
or llpon npl>licat.ioi!, shall condi t io~~al ly  h n  i t s  own r~iot ioi~ or unconditiunally 

.except froln mly j)rovi*ion of %hi8 title or of x!ction ;) of the Secrllrit,ies Act of 
1933 en>- t r a~ i s~r t io t r  or cluss of tramactions providrtl for in a. plan or offer of 
eschangr~ for \\.11ieh a drclara,tion is effcctivc under this srction, if thc  ('onimis- 
sion finds that s11c11 osriuption is cvn~ir-tent with thc p~iblic in t txx t  and the 
interest of invc,~tom, t h a t  er~ch trnnsactio~r or transaction.: are Ilcccsrary or appro- 



priate to the effectuation of s~ich plan or offer of exchange, and that such plan or 
offer of ewhalige will tend to  effectuate the purpoies of thib title 

GNI'P INVESTMENT TRIJSTS 

SEC.26. (a) Yo principal underwriter for or depositor of n registered unit 
investment trust shall make use of the nlails or any means or instrumentality of 
interstate commerce, directly or indirectly, to  offer for ealc, sell, or deliver after 
sale any security of which sueh trnst is the i~suer (other that^ short-term paper), 
unless the trust i~ rde~~ tu re  j)lirsrrsnt to which ;~lcli security or ot,hrr i~~s t rnmrnt  
is issued- 

(1) designates a trustee or trustees, each of which is all iustitution incor- 
porated a,nd doing b11sinei.s under the laws of the Unit,ed States or of a State, 
is authorized under such laws to esercise corporate trust powers, is subject 
to supervision or cxarr~ination by Federal or St,ate authurity, and has a com- 
bined cqIita1 and surplus of such miniin~~m 'luu~~ntas the Coinrnission may 
specify by rules and regulations or orclcr in the public intorest or for the 
prot,ection of investors: 

(2) provides, in substance, (.4) that during the life of the trust the trustee, 
if not dherwise relnunerat~d, may charge against and collect froin the income 
of t,he trust, and froiu the corpus thereof if no income is available, such fees 
for its services and such reirnhursemrnt for it,s expenses as are provided for 

(U) that no such charge or collection shall be made in such ir~st~rumet~t; 
except for services thcrctofore performed or expenses theretofore incurred: 
(C) that no payment to  the dcpusitor of or a principal uuderwiter for suc,h 
trust, or to any affiliated person or agent of such depositor or underwriter, 
shall he allowed the tnist,ee as a n  expense; and (I))that the tntstee shall have 
title to and possession of all securities antl other property in which i , l~e funds 
of the trust are in~estctl,  all funds held for such investnient, all equalization, 
redemption, and other s1xxial fuuds of the trust, autl all income upon and 
accretions to such property and funds, mid sliall segregate and hold the same 
in trust (subject only to the charges and coilectiom allowed under classes 
(A), (H),  and (C)) until dietrihut,ion tlrereof t,o the security holders of the 
trnst; and 

(3) provides, in sr~bst,al~ce, (A) that a record will he kept by the depositor 
or an agent of the depositor of thc rlanlr and atldress of, and the shares issued 
by t,he trust and held by, every holder of m y  security issued pursuant to  such 
i114ruuient, insofar as such informatio~~ is 1mow11 to the depositor or agent; 
anti (B) that xvhener~r st security is dcposit,eti with the trustee in fiubstitution 
for any sccurity iu n-Ihh such securit,y holder has an undivided interest, 
the deposit,or or the agent of the dcpositor will, within fire days after such 
substitution, either deliver or ruail to such security holder a notice of substitu- 
tion, irlclutiing an idcnt,ification of the securities eliminated and the &curities 
substituted, antl a specification of the stmrex of such security holder affected 
by the substitution. 

jb) It shall be unlnwful for any trwtce of a rc@atered unit investment t,rust 
to  resign, unlcss- 

(1) the Comniission, ou applicat,ion by such trustee, has 11.v order cou-
~ented  to such resignation; or 

(2) a successor trustee has hmi~  appnintctl by a court of con~pet .~nt  juris-
tlict,to~~. 

(c) I t  shall be unlawful for an) depositor of a rcgist,cred unit iuvestnient trust 
rolnntarily to resign as depositor, to rnahe or atternl~t to make an assigr~ment of 
any of his or its rights or duties wit,h respect to s11c11 trnst.. to dihsolw or to pay 
any liquidating dividend to it,s secnrit,~ holders, rnlless tlie Commissio~i, upon 
application by such depositor, firids and by order declares that such action by tlle 
depositor will not sul~sta~itially irrt,crmt of the wcurit?- holclcrs of prejudice t h ~  
such t r ~ ~ s t , .  

(d) Wliencver. the Commission hah reasou tu believe t,l~at invcht~~lenta u ~ ~ i t  trust 
is inactive and that its licl~~idat,ion is necessary or appropriatcl in tlie public interest 
or for the protect,ion of investors, the Comrnisrion may file a cotnplaint secking 
the liquidation of such trust in the district court. of t,heUnited States in any district 
wherei~r any trustee of sueh trust resides or has its princiapl place of bu~iness. A 
copy of such complaint shall be served on every trustee of such trust, and notice 
of t,he proceeding shall be given such other interest4 persona in such manner and 



a t  such times as the court may direct. If the court determines tha t  sach!liquida- 
t,ion is necessary or appropriate in t,lx p~tblic interest or for the protection of 
investors, the  court ~hf t l l  order s11cll liqt~idat,ion and after payment of necessary 
expenses, the ciixt,ril~ution of the  proceeds to  t h t .  security holders of the  trnst in 
s ~ l c hmanner arrd on such terms as may to t,he court appearjequit,ahle. 

PERIODIC PAYMENT P L A N S  

SEC.27. (a) It shall be unlawful for any person t o  make useiof the mails o r  
any means or instrunlentality of interstate c o l n m w e  to  engage in the bllsinevs of 
d i n g  periodic payment plan certificates,lif- 

(1) the sales load on any ~ i ~ e l l  cert,iticate cscceds 9 per cent,unr of the total 
payments to  he made thereon; 

(2) niorc than one-half of all) pagtnent during the first >-ear of the plan is 
tlcductetl for sales load; 

(3) the arnount of sales load tlctil~ct,eti from an?: payment during the  first 
ycs.zr of the plan esceedr t!w a ~ ~ i o u n t  deducted from any other payment 
during such rear,  or the a~nouut  deducted from any payment during the 
subsequel~t y;?ars of the  plau ~xceedrj t,he aniount dcducted from any other 
paynlent drlritrg such years: or 

(-i)either of the  firtt t ~ v o  pay~rlentson any sl1~1i certificate is less than $20, 
or  any suhscqaent payment is less t,han $10. 

(b) I t  shsli be r~r~lau-f111for ally peruon, by use of the mails or any means or 
of~nst~rtur~errt ,ali~yirrt,erst,ate commerce, to engage ill t,hr k)usiness of scilin~r 

periodic paynlcl~t plan certificates, unless- 

(1) cnch such certificate is a redeernable security; and 
(2) the ljrocceds of all lmyments or1 any such cert~ficnte (except fiuclr 

amounts as  arc dechctcd for sales load) arc deposited with a trustee having 
the qualiticatioris reyuirctf by paragraph (I) of sectioll 26 [a) for the trustees 
of tinit investn~ent trusts, and are held b?- such trnstee under a trust inderi- 
t w e  co~~ta in ing ,  in substance! the provisioils rcqnired by paragraph (2) of 
sect,iol~26 (a) for t.hc t , ~ u s t  incleritures of unit irivcst~nient trusts. 

(c) It, sllall bc uulawful for ally trustee wit,h which the proceeds of payuentz 
on a periodic payment plan ccrt,ificate havc beeu deposited to  resigu, unless-- 

(1) the Collilnissiun, OIJ al)pliratiot, hj- such trustee, has by c~rder con- 
acnted t u  such rcsignation; or 

(2) a P I I C C P ~ R O ~trnriter has hiseii nppuilit0d by n cullrt of cornpvteltt juris- 
diction. 

FACE-AXIOCNT ('EH'I'I).'I('ATE C'O.\II'.iSIES 

SEC.  28. (a) It shell be unlawful for any registered face-anwunt certificate 
company to  issue or sell any fare-amolmt certificate, or  to  collect or accept any 
payment on any such certificat,e i s s r ~ ~ t l  sucll company on or after t,hr effective 
dat'e of this title, unless--- 

(1) capital stock of such cou~pa i l~ -  in an  anroulit uot less than $250,000 
has heerr boua fide s~lbseril~ccl H I I ~paid for in cash; and 

(2) such cornpany niaiut~ains minim~un cert,ificatc reserves on all its issued 
allti outst.anding face-amo\nrt ccrtificatcs in a n  agrcegat,e M I I ~ ~ L I I I ~calculated 
and adjusted as follows: 

(A) out of each payrrwnt recluircd to he made by t,he holder of every 
sneh certificate of the installment type in order to  colnplete one full yrar's 
i~~stal lnlentpnynlerlts, a portion of such payment equal t,o .50 per centunr 
of thc amount thereof: 

(W) o l ~ tof every ot,l~er payment niatie or1 ari>- such cert,ificate by the 
holder thereof, rnrh portion of the paynient as will, together with siir~ilar 
portions of all other such paprnent,~ on such certificate and any portions 
required hy pa.ragraph (A) liereof, with accun~r~latinna on all such portions 
a t  the rate of 3tB per c e n t ~ ~ m  pcr anililnl, conlpounded annually, attain 
tlpon the maturity of such certificate an arnount eqiml to  the r n a t ~ ~ r i t y  or  
fa,ce amount thereof ; 

(C') any portion of the profit,^ of such cornyaug which such company 
has unrlertaken to  holtl for the account of  the holder nf any such certifi- 
ra te ;  



(I)) an amount equal t,o accun~ulat~ions at  the rate of 3i4 per c e n t u ~ ~ l  
per annurn, colnpoundcd annually, on such portions of all past payments 
on, and such portions of profits credited to, any such certificate; and 

(E) such appropriat,e reserves for contingencies for death and disa- 
bility benefits, 011 any sueh certificate providing for such benefits, as the 
Comn~iesior~shall prcscrihe by rules antl rcgulationq. 

(b) I t  shall be unlawful for any registered face-amount certificate company 
t,o sell any face-anlount certificate, or to collect or accept any payment an any 
such certificate issued bq- such company on or after t,he effective dat,e of lhis title, 
unless such conipally has, in cash or qunlifiecl investments, assets having a vdrre 
riot less than the aggregate arnouut of the capital stock requirerne~lt a~itl rertificatc 
reserve requirement provided for in subsection (a! hereof. As used in t,his sub-
section, "qualified investments" means investrrients of a kind in which life insur- 
ance companies are generally pcrnxitted tcr invest. The Commission is authorized, 
by rules and regulations or order in the public interest or for the protection ol 
investors, to designate those investments \rhich are qualified and to prescrihe 
the basis of valuation of any such investn~ent. 

(c) The Conimission is aut,horized, by rules and regulatiot~s or order in t,he public 
int,crest or for thc prot,ection of investors, t'o require any registered face-amount 
certificate company t,o deposit and ~~iaintain,with an inst,itutiou having the 
qualifications required by paragraph ( I )  of section 26 (a) for t,he trustees of unit 
investment trusts, all investments lnai~it~ained by such eonlpany pursuant to t,he 
requirements of subsection (b) hereof. 

(d) I t  shall be unlawful for any registered face-amount certificate company 
to issue or ell any face-amount certificate, unless such certificate provides, in 
substnnce, that upon the surre~ider thereof to the company the holder thereof shall 
be entitled to receive from t'he company the following minimum an~ounts: 

(1) an amount eclnal at all times t o  SO per centum of the sum of all. past 
payments on s11cl1 cert,ificat'e by t,he lloltler thereof; and 

(2) such additio~~al amounts, representing such percentage3 of the certifi- 
cate reserves of s w h  conlpany, as the Comnlission shall havc prescribed by 
rules and regulations or order for the purpose of providing an equitable 
graduation of r;urrender val~tcs. 

Any sueh certificate may proiride t,hat the surrender value thereof shall he adjuslecl 
to take into account anv unpaid balance on any loan n~atlo by such company to 
the holdcr of such certificat,~, and to make allowance for such other matters, includ- 
ing a reasonable surrender charge, as t l ~ e  Conimission may permit or prescribe by 
rules antl recrulationr or order i n  the :)rlblic it~terest or for the wvkwtionof 
investors. 

(e) It  sllall IIC unlawful for any regi.-tered face-aniounl certificat,~ colq)any to 
issue or bell ally fa,cc-amount certificate which provides that the holder shall he 
liable for or charged with any unpaid amc~urit un such certificate. 

(f) I t  shall be uulawful for any regiztered facc-anrount, certificatcb company, 
in the event of a default by the holder in any installment, paymcnt on a face- 
amount certificate of which such conqmny is the issner, t , ~  caucel surh certificate, 
t,o suspend accumnlations at  the rate provided for in the certificate upon paymcnto 
previously made by ~ e h  date of such certifi- holdw, or to postpone the 1natrrrit~- 
cate, in cor~tmvcntiixr of such rules a r d  regulations or orders a,< the Com~nission 
may lxescrih~ i l l  t l ~ epuhlic interttct or  for the protection of invt,st~)rs. 

H A \ ' t i H U P T ( ' Y  O F  F.\CX-.\\IOUST CEHTIFIr:\TE l'i)\ll'.%VlEh 

SEC.29. (a) Section 67 of an Act entitled "An Act to establish a uniform system 
of bankruptcy throughout the United States", approved July 1,1898, as amended, 
is amended by adding a t  the end thereof the following: 

"f. (1) For t,he purposes uf, ant1 exclusively applicable to, this subdivision f :  
(a) 'Debtor' shall mean a face-amount certificate company, as defined in section 

I' 

4 of the Investment Company Act of 1940; (b) 'depositary' is a person wit11 whom 
securities or other property of a debtor is deposited, or to whom property of a 
debtor is transferred, in trust or otherwise, pursuant to a State law requiring such 
deposit or transfer and providing for the clistritic~tio~iuf such property ur its 
proceeds to creditors or security holders of the debtor in the event of the insolevncy 
of the debtor or under other specified circumstances; anti (c) 'State agency' is an 
official or agency of a Statc designated to act as depositary or to distribute prop- 
erty, or t,he proceeds of property, held hv a depositarv. 



1,-certified 

"(2) Every dcj)o.it or transfer of secllrit,ies or  other propcrty made hy or  on 
behalf of a debtor wit,li or  t o  any rtepo,sitary or St,at,e agency for t . 1 ~  henefit of the 
holder of an>- wcurity sold hy or on hehalf of the debt,or on or  after October 1, 
I M O ,  shall be 111111 antl void as against the tru-;tee of such dchtor, and such deposit 
or t ramfer  antl e w r v  lien rreat,cd therebr , ~ l ~ a l l  be a v o i d d  by tlie trustee for the  
))wefit of the  estate. 

"(3) The conrt shall have sunlmary juri6dictiou of an?- 1~I'0cef!dillg t o  hear and  
determine t,he riglit.; of any parties ulldtv this aubdivisiorl f .  Due notice of a n y  
hearing iri such proceeding shall he g ivw to every depositary and Sta.te agcncy 
which is a part,y in intered." 

(h) Swtion 41 of said Act of ,July 1, 1898, as a l~ie~~ciet l ,  is arnended by adding 
a t  tlie elid of sul~divisio~l a thereof t,he following sent,ence: 

"If the  hankrunt is a face-aalount certificate couiuauv. definctl in section 4 
of the  ~ t ~ v c j t ~ k i e r ~ ~  Company Act 6f 1930, the court ah1;  shall make the appoint,- 
~ i ~ c n t , ;tx~tthe c o d  shall not make such a,ppoiritmcnt ~vitliout first not~fying the  
S e ~ u ~ . i t i e s  I';xr11a~i$e C ' o ~ ~ ~ ~ ~ ~ i s s i o n  to  be heard." a,1>(1 n.nd giyiny it all oppor t~n~i t ) -  

1 'ERIOI)IC AND O'I'HEH ILEPOKTS 

SEC. 30. (a) Every registered ilivextnirnt conipan3-, nncl ever>- nian2tger, in- 
vestnient adviser, principxl ul~derw~.iter,  depositor, or tlistribllt.or registered under 
section 9, ~ l r i l lfile with the  C'vmmission such a n n ~ m l ?  quarterly, and s rn~ ia~mual ,  
ot'her periodir and spe7ial reports, the answers t,o such specific qlicstions arid tthe 
minutes of ~ur-11 directors', 8toclil1oiders~, a d  other meetings, as  t,lic. C~ommissiorl 
may by rules and reg~llations or order prescribe as necessary ur appropriate in tlie 
public intmest or  for t h e  protectio~i of invest,ors. The f i i l~ l~c ia l  statelnents of 
such rej)urt,s, if rec]uired by tilt rules mid regnlations of the  Commission, sliail be 

all ir~dcpc~rtlent pi111lir accuuntalit,, m ~ d  shall bc made and filed a t  such 
t,irne and i r ~s r~ch  form aud dct,ail as l l ~ r  Colrinlission slrall l~rescribe. The Corn-
niissicm may require tha t  t,liertX hc included ~ I Irepurts filed with it. sue11 in fo rms  
ijion and docun~er~ t s  as i t  deems necessary or  appropriate t'o keep rcaso~iitblg; cur-
rent the  i~lformat,ion filed b>-stich persuus under section 8 or 9, and such further 
information, of a kind which the C o n ~ l r l s s i o ~ ~  migh, require t o  be Included in or 
t o  accornpan :L registration st,atelnt:at filed under sc-tion 8 or 9, as  the Cornmis- 
siou deems ncwssary or apyropriat,e in tlic pul~lic intprest or f c r  t l i ~protection of 
inrest~nrs.  

(b) The C~o~~iriiission shall provide by rnles aud rrgulations for t,he filing x i t h  
the Commnissiorr and with any  ~intional securities exchange concerned of copies of 
pcriodic and special report,^, or of portion? of cuch reports, filed by ally registered 
i ~ w e s t m e ~ i tcompany pursuant t.o subsectiun (a). in l ic~lof any rcports required 
of such company under section 13 or I 5  ((1) of the  Securit,ies Eschange 9 c t  of 
1934. 

(c) The Collmlission shall rccpire Iry rules and rcgnlations or order, if and to 
t l ~  fillcis such action uecessilry or appropriate in the  extent t,llitt the  ('o~iimisriu~l 
public int,erest or for the protectio~i of investors, t , l~a t  a registered investment. 
company tranamit periodic and special reports or notices t o  t,lie sccurity holders, 
or  specified classes of the  secwity holdors, of ~ c h  company, a t  such times and in 
such form a.nd detail a s  the (:olrnnissiu~l shall prescribe. Such reports and notices 
shall contain such of t,htb information cont~air~etl in registra.tion staten~elits,  applica-
tions, reports, and other docun~t?nts relating t,o such conipaliy filed under this tille, 
as the (:onin~isaio~~ ]nay prescribe I,?- rules and regulations or  ordcr as  necessary 
or appropriate ill the  public interest or  for the  protection of investors. 

jd) Fhcry person \r-llo is directly or indinvAp the beneficial o\mw of more 
tllall 10 per celltun1 of all:- clash of outst'anding securit,ies iotllcr than short-term 
paper) of wl~icha registered i ~ l v ~ a t ~ i i e n t  colnpany is tile issuer! or who is a director 
or an  oficer of s w l l  a. cornpan\-, shall be sl~bject to  the  same duties and liabilities 

c c r t a i ~ ~a,.: t l~oscimposed ~ ~ p o n  h c n d i ~ i a lownma, riirc:ctors, and oficers by section 
I 6  of t,he Securities F;schallge -4ct of 1931. 

:e) I t  sllali br the tint- of every pc?rsoll registered nntlei ccction I) as  a n  affiliated 
person of an?- rcgisterrrl ~nanagclnt>nt i ~ ~ v r s t m e n tcompany within thirty day6 
aft'er I,hr end of cvcry fisrxl quar tw of such co~npa~i? - ,  to duhniit to the Imard of 
directors of the  company a stiztenirnt showinq the a l n o ~ n ~ t s  and dates of every 
p:lrehase or sale matic directly or  indirectly for the account of sc~cli pcraon, durirlg 
such fiscal qnartcr, of t , l~e  securities of any  issuer ally outstanding security of 
which \!-as purchased or sold b ~ -srlch registered conlpang a t  an) t i ~ n e  drn-ing such 
fiscal quarter. The j~rovisinns of this suiisection shall not ap1,l.v to pnrcl~ases or 
sales of (:o\-cr~lment wc~~l . i t i rs  paper.or ~ l ~ n r t - t ~ r l n  


