
ACCOUNTS A N D  RECORDS 

8 ~ c .  broker,31. (a) Every registered ir~vestment cornpany, every ~~nderw-riter, 
dealer, or investmcnt adviscr which is a majority-owned subsidiary of such a 
company, and every manager, investment adviscr, principal underwriter, de-
positor, or distributor regisiered tinder wction 9, shall make, keep, and  preserve 
for snnh periods, such accounts, cost,-accouniiug procedures, correspondence, 
memoranda, papers, books, and other records as  the Coll~rnisaion lnay pre~cribe 
by rnles and reg1ulittio:ls or order as  necessary o r  appropriat,e in the public inkrest ,  
for the protcctiotl crl i~lvestorsor for tlle enforcemrnt of this title. 

(11) All accounts, cost-accouutin~: procetlwes, correspoutlenre, n~ernorilntla, 
papers, books, and other records kept or required to  be kept by auy ~ J ~ ~ I W I Isu t~ j rc t  
to  subsection (a) shall be subject a t  any time a d  from time t o  time to such 
reasonable periodic, special, and other examinations by thc Colnniissiun, or any 
me~nberor representative thereof, a s  the Cornmission may preacrihc. I t  sliall t ~ e  
the duty of any such person to  furnish t o  the Conimission, within such reasonable 
time as  the C'omrnission may prescribe, any information with respect t o  ~ i t c h  

~records whicii t,hr Commission may I J order require. 
(c) The Com~nissiorl, or any member or representative thereof designated Ijy it, 

shall have power at any time and f r u n ~  time to time to  make an rraminat,io~r of all 
t'he affairs of any registered investrncr~t con1l)any. 

(d) The Comn~ission, by r~llesand regulations ill t t ~ c  public interest or for tlw 
protection of investors, ma?- prescribe for registered investmcnt companies or 
classes or sul)clrtsaes of registered iuvestment companies -

( I )  uniform methods for keeping accounts and otlicr records required to 
he kept pursuant to  subsection (a), including, among other t h i ~ ~ g s ,  uniform 
methods of (A) classifying arid segregating accour~ts, (B) recording and carry- 
Ing securities and other ILSRC~~B, and (C) differentiating bet,wecn capital and 
rncome; and 

(2) t,he n~e t l~ods ,  and proccdurc~ to  l ~ e  followed in deterniining j~r:~ct'iccrs,
the entries to  be made i t )  accounts, books, and o t l~er  records required to be 
kept pursuant t,o subsection (a), including, among other t.hings, methods, 
practices, and procedures of determining (A) cost of assets; (B) the value of 
assets; (C) profits, losses, income, and expenses; (Dl the incurrence and dis- 
charge of liabilities and ct)ntingent liabilities; (E) the entries t o  reflect the 
issua~~ce,sale, exclia~lge, :tcquisition, redemption, or retirement of any  security 
of which such a company is the issuer; (F) the adjustment of accounts upon 
the restatement of any asset or liability or any capital or surplus account; 
and (G)  the ent,ries providil~g for dep~.wiat.ionor reflecting appreciation of 
assets. 

(e) For the purpose of euforcing the rules and regulations of the Co~nuliafiiorl 
under subsection (d) and preventing circutnventiorr thercof, the Comn~ission is 
authorized-

( I )  t,o prcucribe 11y order thc account or accouuts in which particular out- 
lays, receipts, expenses, income, profits, losses, depreciation, appreciation, 
dividend distribatiolis, arid other transactions shall be entered, charged, or 
credited, and t,he tuanncr in which any such entry, charge, or credit shall be 
made; 

~(2) t o  require L J order tha t  all entry be ~uodified or supplenlent~ed: 
(3) to prohibit, hy rules and rcgulntious or order, the keeping of accountitig 

records other than those presc,ribecl or approved \)\- the C'ommission, or tho 
keeping of such ~ecords  iu u manner other tlluu tfiose prescribed o r  approved 
by the Comnl~ssion. 

(f) No rule, regulation, or order shall bc issued under this section prohibiting 
a person from subclassifying an account, o r  from maintaining supplementary 
records reflecting subclassifications of an acconnt, in any inanner ~ h i c h  does uot 
impair the integrity of the account subclassified. 

ACCOUNTANTS A K D  AUDITOHS 

SEC. 32. (a) After one year frorn the  effectixe date  of this title, it ailall be un-
lawful for any  registered management investment company t o  file with the 
Commission any financial statement signed or certified or based upon an cramina- 
tion o r  audit by any independent public accountant, unless such accountant waa 
selccted hg vote of the holders of such companv's ~ o t i n g  s w ~ ~ r i t i wat the nnnunl 



or a special iueeti~rg of such security holders duly called; escept tha t  ally vacancy 
between sr~cll tnee t iu~s  lnay he filled by the hoard of directors of such company. 

(I?) No registered management invest,~nent company or registered face-amount 
certificate compat1.y shall file with the Commission any  financial st,atement in the  
prcparaticir~ of which the  principal a c c o u n t i ~ ~ g  officer or employee of such company 
participatc.d, unless sr~ch officer or  employee was selected, either by vote of t lw 
holders of s ~ h  cotnpany's vot,ing scctlrities a t  the last anriual meeting o f  such 
sec~lrity Ilolders, or by the I)oard of directors of such company. 

(c) 7 ' 1 ~(>oluu~ission is ai~tliorizctl, I)? rnlrs and regdatiorrs or orcler in tlw 
pr~hlic interest or for t,he protection trf in\-cstors--- 

(1) t,o pr~scr ibc tlte in in in in~ l~  scope of and procet1ttrc.s to be fol lo~-ed in 
any audit. of a registerctl i ~ ~ m s t l n e n t  company; ant1 

(2) t v  require accountants and auditors t o  keep report,s. work ~ h e e t e ,  atici 
other tloci~nients and papers relating to  registered i~ivestmet~t  companies and 
to make the same available for inspc~t ion I)?-the C'o~nmission or any ~ n c n ~ b e r  
or reprc.set~t,ativr tltercof. 

S X l " l ' ~ , k ~ h l ~ ~ S l '  C I V I L  .%<'TIOX>O F  

Sxc: .  3:3. (a)  It  s11d1 1~ I I I I ~ R W ~ I I IFor 511.1 rcgkt.rr.ed itr\.t?~t.tue~lt cctlnpany irr 
affili:tt,c?tlpcrsoll tl~c.r.cwf to sctt,lr or co~q~rotr l isc~ an?- clnint of t11c followiw classes, 

SII ( : I I  e1ai111 is t11r s~tl)jectof a civil action or stlit i r r  a eo t~r t  I r av i~~y  ~~rilcbs j ~ ~ r i , ~ -
t l i c t io~~to :qy)ro\'c' s11c11 stW,lcmct~t or con~])rtr~rri-;(~: 

(1) mry c l a i l ~ ~  a rc.gintt~rc.tl i~lvcstnlcl~t or a s c r ~ ~ r i t y11: C I I I I I I I : ~ I I ~  holrler 
tl~creof against art officer, tlircct~lr, matra::cr, trriatcw, or depositor of such 
csolnpally for all allr~gcd hrcnch of official d u t ~ yor 

(2) ~ 1 1 yt4tti111 Iry a security 11olilt:r of :a rcsgi.stcred invcstmci~t conrpatty 
tlgai~~;.tstlc.11 compally i ~ r  an otRct;r: director, Irtanager, trr~stee, or drpositor 
thereof fur a11 nllcgid illjury tlo~~cb holclcr togetlwr n.ith other sitch scc?~~rity 
sec~trity Iroltler- of  t l ~ rsauro class. 

( b j  Whc~tevcr ariy claim of t11c clahw-: (!11t1111erat~td (a! is ir~acte ill ~ j ~ ~ l ~ s e c t i o i ~  
t,he sni,jrct trf a civil actio~i I J ~suit ill a co11rt of tlw {.~litctl ,States, sl~cll court 
shall uot approve R I I ~proposod ,-citlernrr~t or contprornise of zuc11 actioil or 

11f j t u l ~ ~ ~ ~ i v ~ t  ~ . i t , l ~ o i ~ tw i t ,  or pc~u t i t  coi~ft '*hi~)~~ t i i v ~ . ~ ' i ~ ~  trial, tcutil after t,lw C'OIIL-
has file11 \\-it11 11!e co~rr t  a wliort co~~crrtri~i,q tnibsio~~ tlir fnir~icss of  the 11ropowd 

s e t t l e n ~ c ~ ~ t ,  ~cor~fcssio~r or l ~ n s  iroi~tic!cl tlie e u ~ ~ r tc u m p r ~ ~ l ~ ~ i r c ~ ,  of judgn~cr~lt,I J 

t l ~ a ti t  will rlot file a rslvnt, or until t,lw espiratiou of s11cl1 rca~otlahlc ti~ncr for 
tl!e fili~ig o f  a rolwrt us the co~ir t  has fixed, wl~icl~evcr first o c r ~ ~ r s .  A rcport of 
the Con~~rri-sior~ t,liis wct io~i  may treat,  among o t l~e r  t , l~i~~g,q, ~ i r ~ t i r r  of t11e IY~:L-OII-  
a b l e ~ ~ e ~ sof m y  Icgal or o t l ~ c rfew to 11e 11aid I)y an?. registerotl itlvcqtn~erlt ~ O I I I -  
pall?, i l l  c u i ~ n e c t i u ~ ~n-it,l~such actio~r or iIrit. f u ~  wr\.lce:: ~vndcr tdR part). or 
partics utlwr t h m ~  auc11 c o ~ n p ; ~ i ~ ~ - .  

(cj T h e  Conlmissior~ is authorizrd, a t  t h c  request o f  auy court of a Stnte to  
w1:icli suc11 a ~!roposed se t t l e~nen t~  con~proinisr, or confessicrn of judqucwt has 
heen s~lt)nlit,terl, t o  tile tincl~a report \vitl~ s \~cl t  cuttrt. 

(d) Ewry  report filed p i n w a t ~ t  t o  this scct,ior~ ahall bc h s e d  ul1011 facts d a b -  
lislled before the c o ~ ~ r t  or a11 o f i c c ~  thereof, or before a ruemlxr or ufFicm of the 

t,oall i~~ \ . r s t ign t io~ i  and shall Iw advisory Cornnlission p ~ i r s ~ ~ a n t .  Ijy t , l~e C o ~ n ~ ~ ~ i s s i o ~ ~ .  
only. 

DESI'HI:CTION . l \ i l )  b'AllSII~IC.\TIOP; Or' IIEI'ORTS A S D  HIC(Xl1O)S 

&o. 34.  (a) I t  s l~al l  I I C  u ~ ~ l a \ \ f u lfor xtty pcraoil, e s w p t  a s  perrnittcrl I,y rttle, 
regulation, or order o f  thc C o l ~ ~ n ~ i s s i o r ~ ,  t,o ilcrstroy, luutilate, or niter 3111-a c c o ~ i ~ ~ t ,  

p r ~ x e d i ~ r c ,  I I I C I I ~ O T : I I ~ ( ~ I I I ~ ~ ,coat-acrottnti~~q c o r r r : s ~ ~ o ~ ~ c I ~ ' ~ ~ c ~ ~ ,  t~ook.  pal:tv., or other 
record lirpl ~ n ~ r s r ~ a n t  t o  this tit,le. 

for an,v [)er"n~ tcr niakr ally iir~trut, s ta t ,e lnc~~t(h! I t  shall I N .  1111lanfl11 of u mate- 
rial fact i i ;  any tw$ihtrntio~~ t ~ p j ~ l i m t i o ~ ~ ,?~ZL~CIIWIII . ,  rel)o?f, aceot~nt,, record, or 
other dcrctuucr~t filtvi, tuarlsniitted, or kept ~ ~ t i r s c ~ ~ i t  to tllia tit'lr. it shall t)e 
ur~lnwf~tl fili~lg, t r a ~ ~ ~ ~ ~ l i t t i ~ ~ ~ ,  lor a11,v ~ : : ~ ~ I J I I  or l i t q ~ i ~ t gany  811~11(1oc111ne11t 
ptlrsmnt l o  t11ih titlc t ~ )  any <act rlecebsnrl- i l l  ordcr to prcvcnt.onlit to .tat,: t l l c rc i~~  
the  st.atc~ucnt; matie t l l t w i ~ ~  h.om 11ei11g 1natt:r.inlly mi-leadiur.. For t l ~ cpurl)osss 
of this s t~l) ; - .cct io~~,  ally part  of ally stich doctinwnt n-llicll is .signed or ccrtitied by 
an accountttnt, or nitditor i l l  1;is capncity as  such rl~ull  he decnwd to  l ~ c  iuadr, tiled, 
trauun~ittcd,or lteljt I)?; s t tcl~s c e o ~ ~ r ~ t f i ~ i tor auditor, as n.dl as I , ?  t!~c persoll filir~g, 
t'ransmitting, (11. 1;wpi11e tl~ts colupletr d o c ~ ~ n l e ~ ~ t .  



UNLAWFUL BEPRESENTATIOSS AND NAMES 

SEC.25. (a) I t  shall he u~~lawful  for any person in issuing, selling, or offering 
for sale any securi0y of which a registered investment cornpany is the issuer, to. 
represent or imply ill any lnanner whatsoever that such security or company, or 
any afiliated persorl of or principal underwriter for such conipany, has been 
guaranteed, sponsored, rrcorrl~ncr~tled, or approved by the United St,ates or any 
agency or officer thereof. 

(b) I t  shall be u~ilam-ful for any person registered undcr any section of this 
titlc to rcl)resent or imply in any manner wl~atsoever that such person has been 
spo~~sored,recoruniel~dctl, or approved, or that his abilities or qualificatior~s have 
in any respect been pased  upon hy the United States or any n.gewy or officer 
thoronf--.-.-u.. 


(c) No provision of subsectiori (a) or ( h j  shall be construed to prohibit a 
etatement that a person or security is registered under this Act, the Securities 
. k t  of 1933, or the Securities Exchange .4ct of 1934, if such st.atenmrt is true in 
fact arrd if  the effect of such registratio11 ia not ~nisrepresented. 

(d) I t  stlall be unlawful for any rcgifitcrcd iuvestment company, as part of the 
rramc or titlc of such compmq. or of any security of which it is the issucv, to use 
any word or words which, in thc light of the business and history of sucl~ company 
the Commission finds arid by order dec.lnres to be deceptive or misleading. 

HEP. 36. (a) The C'onrmissioii shall have authority from t i m  to time to make, 
issue, anlend, a d  rescind such rules and regulatior~c and m~ch orders as i t  finds 
necessary or appropriate to carry out t l ~ c  provisions of this t'it'le, including rules 
and regulations defining aceo~mlting, technical, and trade tcrn~s nscd in this title, 
classifying invcst,ment co~rum~iics title relates. and and otlmr persous to whom t>l~is 
prewxIhing the fvrrn or f o r k  in vhich infohnation required in ~egistrationstate-
ments, am~licatio~rfi, reports. arid other documents filed with tllc Con~misaion shall 
tw set'fGth. 

(b) The Co~~mlission, hy such rdcs  s r ~ d  regulations or order as it deems neccs- 
sary or appropriate in the public interest or for the protection of invest.ors or con- 
iwrrlers, niay a~rthorise the filing of any i~~formation or documents required to bc 
filed with the Commission undcr this title, the Securities .4ct of 1933, the Sccuri- 
ties Exchange Act of 1934, the Public ITtility Holding Company Act of 1935, or 
the l'rilrst Tndwtnrc Act of 1939, 11y inrorpomt,ing by refrrencc any information 
or (loc~r!~ients under thia therrt,oforc: or conc~rrrently filed witJl t,he Cou~~rlission 
tit'le or auy of sricl~ Acts. 

(c) No provision of this title imposing any liability sllall apply to an)- act t l o ~ ~  
or ornit,ted in good faith in conforluit~y with ally rule, regulatiou, or order of the 
Comnlissioil, ~~otwithstarrrling rille, regillation, or ordcr may, aft,er such that s ~ i c l ~  
act or on~ission, bf arnerrded or rescird~d or he determined by judicial or other 
aut,liority to he i~~val id  for m y  reason. 

~ E C .37. Hearings may be public and may be hcld before the Coluniissio~i, arly 
member of ~llenlb'rs thereof, or any officer of officers of the Conunission designated 
by it, and sppropriebe records thereof shall tje kept. I11 any proceeding before 
tjhe Comiuission, tjlic Coinrniusio~~, i l l  accordance. with such rules arid regulations 
as i t  Illsty pret;crit~c~? allall adlllit as a party any iriterested State or State agency, 
and rimy admit as a p,rt,y any reprrserltat;ive of interest,etl security holders, or 
any o t lw  person whose participat,ion i n  tlre 1)roceeding may be in the  pilhlic 
interest or for the prut,ection of ir~veetors. 



(1)) ,For the  purpose of any investigation or any other proceeding under thin 
title, ~ncludilig any esami~lation pursuant to cectio~l31, any niciilber of the  
Cornmission, or  any officer thcreof d~signat,cd b) it, is empowered to  administer 
oaths and  affir~nations, subpenn wituessen, conlpel their attelldance, take evidence, 
and  require the p rod~~c t ion  of ally books, papers, corrrspolrrlence, memoranda, 
contracts, agreements, or  ot,tier records vl~icl i  arc relevant or material to  thc  in- 
quiry. Such attrndance of witnesses a d  t,he production of any such records may 
be required from any place in any- State or iri any Territ,ory or ollier place subject 
t,o the  jurisdictic~ri of the  United St,atcs a t  any designated place of Ilearing. 

(c) I n  casc of cont,urnacy by, or refusal t o  d ) e y  a suhpena iascted to, any person, 
the Coninlissio~i may iuvoke the :tit1 uf any court of the United States wit,hin the  
jurisdiction of which such investigation or procecdilig is csrried on, a r  where such 
pc!rson resides or carries on business, in requiring the  attrndance and testimony of 
witnesses and the production of Imuks, paperr, c o r ~ ~ ~ y ~ o n c t e ~ i r e ,~nelnora~irla,  
contracts, agreement.s, t ~ n d  other records. And sucli cwirt 111s~-issi~e all order 
rcqniring srich person to appear I~efore thc Comniis.-ion or  mrnlber or officcr 
designated by the Commission, tlierc to  produce recurtl.i, if w ordt!retl, or to give 
testimony to;iching the  mat,ter iuxcler iitrest,igatiorc or ill cli!cstion; mid any failure 
lo obey such order of the court may be pm~isli'tl !)y ht~cli court a s  a contempt 
thereof. ,411 procesa in any such case niay he scrvetl i ~ !the jr~dicial district whereof 
such person is an  inhabirant or wlierevcr he rnay be formd. Any person who with- 
out  just cnnse s l~al l  fail or refuse to  atteiirl and t,estif?; or to a11sn.e~ any  la\\-fill 
i n q ~ ~ i r yor to protlrice hooks, papers, uorrc~spondence, rnclnorandn, contracta, 
agreements, or ot.11er records, if in hi- or its power so to  (lo, in olredicnce to t,he 

shall bt. guilty of a ~nisdc~ucsnor ,snbpena of the  Con~lu i s s io~~ ,  aud  upon con-
viction shall be subject to  a fitw of not marc than $1,000 ur t o  imprisonrner~t for 
a term of not more than one ycar, or both. 

(d) Ko  perso11 shall be excrtsctl from at te~l t l i l~g :tnd ttvjtifying 01. from produc- 
ing books, papers, corresponrlcl~ce, rrwlnoranda, contracts, agrtwrients, or other 
records aud  doCumc~rts k~efore the C'o~ulnissiori, or it1 obttdieilcc t o  the subpcna 
of the  Com~nissiolr nr ally tne~r~bcr  thereof or  ariy officer tlcsig~ratcd by it, or in 
any  cause or l)roceetlilig i~lstitutcif I J ~t l ~ c  C'ourlnission, on the ground t h a t  the  
tlestir~iony-or t.vicIeiice, doctmientary or  utlierwise, ~cqu i red  of him may tend t o  
incrinlinat,e him or subject him to s pe~~a l ty -or forfritnre; but no i~rtlividual sllall 
he prosecuted or  suhjcct to any 1w1talty or fnrfcitnrc for or oil accumt  of any  
tramaction, matter,  or tliiitg colrc.cri~iug wliich ht? is conlpcllctl to testify or pro- 
duce evidencr, doclimel~t,ary or  otlierwise, after liavirig clainlecl his privilege 
agaimt  self-incrimitintion, cscept tha t  such iuclividual so testifgi~lg shall not be 
esempt frorn prosecution and p ~ t ~ ~ i s h n ~ ~ i ~ t  for perjury colurnitted ill so testifying. 

(r) IVl~el~evcr tha t  ally person has eugaged i t  shall appear t o  t,llc5 C ' o l l ~ n i i ~ s i o ~ ~  
or is about, t o  ellgage ill an? act ur ~ ~ r a c t i c e  constitllti~igs violation of any pro- 
vision of this title, or of all?; rr~lt., rcgulatiofi, or order hereunder, it may in it* 
discretion hring an action ~ J Jthe  l~ropc-r district court of the 17rlitecl States, t,he 
Sulwcme Court of t,hc District of C1i>lu~l~bia, or thi, I l~l i ted S t a t ~ s  courts of a111  

t o  t l ~ o  jurisdiction of the E ~ ~ i t d  Territory or  ot,lier place s ~ ~ l ~ j e c t  Statea, to  enjoi~i 
such acts or pmcticrs and to c111forcc cotnplia~tcc a-i1.h t,his title or auy rule, reguh-  
tion, or order hereluidcr. T , ' ~ o I I  a slion-ins t,liat such person has ci~gagerl or  is 
about t,o cngage 111 any silcl~ act t)r j,rac'tice, a p e r n ~ a n e ~ ~ t  or  tc~uporary injunction 
or decrcr or  restraiiring clrder shall be grn~itctl without I ~ n t l .  I n  ally proceeding 
u tde r  this s~tbsection to eiiforce co~nplinnce ~ v i t h  s e c t i o ~ ~  7, ilic court as a court 
of equity ma>-, to the estent i t  t fco~i~s  iiorossary or appropriate, take exclusive 
jurisdiction and possessiolr of t'he i~ ives tn~en t  company or cumpar~ies in\-olvetl arid 
thc books, rwortls, ai~cl asscts tlrerec4, wherever locat,ed: and the cotirt s h d l  have 
jurisdietio~l to  appoiut a trustee', who \rit,l~ the approval of t he  coltrt ahall h a w  
power t o  tiispo8c of any or all of such assets and, suhjcct to  such t,crlns and  con- 
ditions as the  cunrt rnay prescribe, may rnake such disposition in accordance 
wit11 a plan of reorganizatiou as to  wlrich a declaration is effective under section 
25. The Cominission may transmit, such evidence as  ma>- he available con-
cerning any  violation of the  provisions of this title, or of ally rule, rcgulat,ion, or 
ordcr thereunder, to  the Attorney General, who, in his rliscrctior~, rnay il~st,itute 
the  appropriate criminal proceedings under this title. 

COURT RPVIEW OF ORDERS 

SEC.39. The proviaions of section 24 of the Public Utility Holdi~ig Company 
Act of 1935 are hereby incorporated in thi* title a s  though fully set forth herein. 



Ljw. 40. (a) 'I'lre provisions of scct,io~i 25 of tile Public Utilit,j- Holding Coru- 
])any Act of 1935 are herc4)y i1icorj)orntc~d ill t,hih ti t ir  ah Lhorlgii fully svt. forth 
herein. 

~ l r o c c w l i ~ ~ g(b) Any c r in~ i i~a l  l~,ttsrtl upon a vioiatitm o f  scctio~r34, or I I I ~ O I I3 
failure to  filc a rcport or ot11c-r c t u c c ~ ~ n ~ n t  reqiliwd to I x  filed imrler this tit,lr. 
may I)e 1)ronght ill the district nhr~rc~ill or lriailrt,aitl~ thr defel~tfalrt is 8.11 i ~ i h ~ h i t a l l t  
his or ith principal otfirv or ])lnc'cs of I ) ~ ~ s i ~ w s s .  

l A ~ ~ ~ l l ~ ~ l ~ \ ' l ~ 1 l > XFILED \Vl'I'H [ 'OM 311,SSlOX 

SM..41. (I) 'I'lre il~formatiol~ al~plica-co~rtaint:d in HI)? regirtration h l t l t . e ~ ~ i e ~ ~ t ~  
t io~j ,  rcxport, or d h e r  t lc , r r~~nei~t  filotl with tlic C'orrmiissiuil pursuant to  ally pro- 
vision of t#l~in titlc or uf all?; rule or rcgulatio~i t.horcunder shall be madc available 
t o  the  ~>ul)lic, 1))-i~uless miti except insofar an tile Colu~nissiol~, rules a ~ i d  regula-
Lioi~s upon its own rnot,ion, or by onler I I ~ O I Iapplication, finds that  public dis- 
clos~lreis ncithcr ncccssarg. llor apprupriate in the public intc!rest or for the pro- 
tection of investors. Jt shall be 11nhwfu1 for m ) ~ .I I ~ C I I ~ ~ ,officer, or ernplopet. 
of the Comnrissioii to  i ~ s c  for personal twncfit, or t,o disclosc to  ally person other 
than all official or t~1~loyc.c. of the Ir11itc:d States or of a State, for official use. ally 
informatio~l conl.ainetl ill any ( ~ ~ ~ C I I I I I P I I ~ho filrtl, if such i~rformntion is not avail- 
able to  thc public. 

ountai11~4iii t i o c ~ ~ ~ r l i . ~ ~ t s  (b) Photost,at,ic or other copics of i~ r fo r~~ra t io l~  filed 
with the C!om~uisaion untlcr I11i.i t,itlr allti ma& uvailable to tho public shall bc 
furnished any ~)crson a t  5irch rc:sxrj~lal)lc cltargc and iu~ticr such r r r to rd) lc  limi- 
tationh as t,lrc (:o~r~~nission ~)r~scriI)c.~ 1 1 ~ 1 1  

SEC. 12. T11e provisio~~s of wct,iolrh 2;3, 2(i, 27, mrd 31 of t,lre Publil: I:tility 
Holding C'oniparry Act of 193.i arc3 1icrt:l)y i~icor~ror ,z td  this title as t l~o l~g l ii l i  flilly 
set forth Il(win. 

I~EK:~L' l ' I l$5 

SEC. 43. Ally person who willfully violates ~ I I I J -~wovisiol~of t,his title or uf an)- 
rule, regulation, or ortler l~creu~ider  shrtll up011 colrviction he filled uot more than 
$10,000 or inrprisolrrd not tnorc than two year*, or 1~1th;  but  no persori shall be 
convicted under this sectiuo for t , l~e violation of any rule, rcgulatior~, or ortler if he: 
proves t,l>at he had 110 kno~3-lrtlgcof such rt~lc, rogulatiorr, or ordcr. 

S E C .  44. Except \vherc npecific: proviaio~r is 111atle to the co~rt,rur.!-, 11othi11g in 
this titlo shall affect (1) the jurisdiction of t l ~ c  Coniurissio~r under the Securities 
Act of 1933, thC Secwities Thcha.~igc Act of 1934, the P ~ ~ b l i c  t'tility Holding 
Campany Act of 1935, or tlic 'rrust Intferlture Act of 1939, o \ w  any person, 
security, or t ra~~sact ion,  or (2) thc riglit,s, oi)ligatio~is, d~rties, or liabilities of any 
person ur~tler such Act,s; nor sliall anyt,hing ill t,his title affect t.t?cji~risdiction of 
any other con~missiou, board, agency, or officer of the ITnit,ed Stat% or of all\' 
&ate or polit,ical subdivision of ally State, uvcr any person, security, or transaction, 
insofar as  such jurisdiction does not conflict with m y  prorisior~ of this title or of 
an? rule, regi~lation, or orrlrr hereunder. 

SEC.45. (a) Wile11 used in this t,itlc, I I I I I C ~ St,lie corit,cst otl~crwise requires- 
(1)  "Persoli!' lliealrs a rratr~ml ~ R P H C I I Ior a C O I I I ~ ~ I I ~ .  
(2) "Con~puny" means a corporatiori, a part~~ersliip,all asbociatiori, s joint-

stock company, a trust, nr arty organized grorlp of pwsolrs whether i~icorporaterl 
or n o t :  or any receivcr, t r ~ ~ s t c e  in bankruptcy, or similar official or any liqnidatirig 
agent for any of tile forcgoing ,in his capacity as  S I I C ~ .  

(3) "Security". "prospectus", and "~r~rderwritcr" have t,he same nlear~il~gs as  
hr tile Securities 4ct of 1933. 

(-1) L ' F ~ s e l ~ a ~ r g ~ " ,"fscilit,y" ( \ T - ~ C I Iused with respect t o  an eschange), "broker", 
"tlealw", "t)anlr", "dirert,or", "St,ate", and "iriterst~ale co~r~n~eree ' '  h a w  the S ~ I I I C  
l r~ca~i i r~gsas i r r  the Swwities Esclmrge Act of 1934. 



sccurity" mealla ally sccurit)- present,ly entitling thc owner or(5) " V o t i ~ ~ p
holder thereof to  vote in the direction or n~anagmient  of t,he affairs of a company. 
.4 specified percentage of the ou t s ta~~ding  scxurities of a company weans 1 - o t i ~ ~ g  
such amount of its out,standing voting securit,ics as crltitles the holder or holders 
t,hereof t.o cast said specified percentage of the aggregate rot,er which the holders 
of all the outstanding voting ~ e e ~ ~ r i t . i e s  of such c0111pa11y are entitled to  c,ast. T h r  
~ o t cof a u~ajority uf t,he out,ata~rclil~g voting srcurit,ica o f  a company means the 
vote, a t  t,he annual or a special meeting of the recurit:- holders of such company 
duly callrd, (A) of 67 per cer~tulr~ or rnoro of the vot,i~ig securitirs present a t  sllch 
~neeting, if more thax .W per c(mtu~n of the o u t s t a ~ ~ d i n y  voting securitie~ of such 
company are p r e m ~ t ;  or (R! or rllorcl thnri 50 pcr ccnt'r~m of thc! o~~t.st,antling voting 
securities o f  sncli conlparly. 

(6) "Senior security" IUPRII; n scc~~r i ty ,other t,11n11 short,-term p a p r .  which is 
c~lt,it,leclt.o a pr~ferencc in it,.; rli~tril)ut,ion of nsscls over anot,l~er security of the 
same issuer. 

(7) " R r d e e n ~ a ~ ~ l e  meel).< any s e r ~ ~ r i t y ,  ~ r c i ~ r i t ~ ~ "  otlwr t,lran dlort-ttxm paper, 
~ i r ~ d r rt,he tt.rrns of wl~ich thc holder, upon its pre.*e~ltatiuu to  th' issucr or to  a 
person designat,eti by t,l~t. iss~wr, is entit,led t,o recciw approsirnately his propor- 
tionate share of  the irs~~er'.- current net assets, or t,he cash equivalent thereof. 

(8) "Face-amount ccrt'ificate" mean* ally certificate, i~~vest lutmt contract,, or 
ot,her security which repre;;c.nb at1 obligation ~ J I I  the part of its issuer to pay a 
st,aLcd or ctct~c~nninal~ltt date or dates, in slim or slims nt a fisctl or tlotern~irial>le 
cor~sidcrat io~~ ofof the pttymcwt of :t sun! cwt,ain or of 1)criotiic i~rstallrnelrt,~ a 
st,;ttntl or t1etertni11al)le an~ount .  

(9) "Periodic paymrnt plan c~rtifieat.r" Incans a ~ ~ ycertificate, ir~vcstmer~t 
col~t,ract, or other seruri1.v p rov id i~~g  for a series of periodic pnymeuts by the 
holder, allti representilly all u~~tiividrtl  int,crest in certain specified securities or 
in ;t unit or fund of scw~ritic-: pr~rcha.wrl wholly or partly wit,Il the proceeds of 
s u c l ~payments. 

(10) "Short-ten11 l~aper" I I I I ~ ~ I I S  draft, )) i l l  of e s c h a l ~ g ~ ,all)- I I O ~ , C ,  or I~al~jicr 's 
acccpta~lcr p:iyahlc 011 t l c n ~ a ~ ~ dclr havi~lg a ~natur i ty  a t  t,hc. time of isssuancc of 
not escecdirlg ninc morlths, c s c l ~ t ~ i v c  of day. of grace, or any renewal t,hereof 
payable on dcn~andor l l a \ - i ~ ~ p  a,nd snch other classes a mat,urity likrwizic l i ~ ~ ~ i t e t l ;  
of,sccr~ritic>s, rat,hcr t l ~ a r ~  c I ~ s r a ~ . t r r ,of a c o ~ ~ m r r c i a l  R I I  i n v ~ s t ~ ~ u e n t  as t,he C!om-
~ n ~ h s i o r ~  I)y Y I I I C ~  a.nd regu1at.ions. 111$i)-d ~ s i g ~ ~ a t f -

(11) "Gowr~iu~r r l tsecurity" 1rlea.w any srcurity isswd or guaranteed a s  to  
.princip:rl or interest by t,he I'nited Statw,  or 1))- a person coutrolled or supervised 

ofby and acting as an inhtrun~entalitj-of  t.hc Gu\ .e rnme~~t  t,he linited Statcx 
pursuant to aullitrrity g r a ~ ~ t r d  h?- the Cnngress of  the lTnitetl St,ates; or any 
certificat,cs of dcposit for ally of  the foregoi~~g. 

(12) "Mnrketal~le security" means any reciirity which is listed or atlmittcci t,u 
in listed trading privilegtls on tl 11ntiona1 securities exchange or on an exchangc 

esempted from r rg i s tmt io~~  11urac1e.nttu scct,iou 5 of the Securities ICrehange Act 
of 1934, or for ~rhich a niarhct pricr is r1*g111arIy a~cert~ainahlcfro111 ~)ubl icat io~~x 
or ot,lier readily accessil)lc soltrces. 

(13) " I s s ~ i d '  means (,very permn \r-110 i,sur,> or pnq,o..rs to issuc all!- srcnrit,y,
or has o l~ ta ta~~din( :  any scenrity which it has issled. 

( I ? )  "Principal nndcr\vritrr" lneanr all?- nnderwritrr \\-ho, i l l  c o n ~ ~ e c t i o ~ lwith 
a primar: distribution of sccurilirs, (A) is i l l  privit,y of colit,ract \\-it11 thc issuet 
or an  affiliated perso11 r ~ fthe isslier; (n) tlctil~g alont. or in concert with one or 
more other persona, init'iat,e,- or direct.; the formation of a11 u ~ ~ d e r ~ r i t i ~ ~ g  syndicate: 
or (C) is a l luwd a ratc uf gross conlnlissiou, spread, or other profit greater ttlali 
the ratc allo\vecl anothrr ~~nt l rm-r i t r r  participating in the distribntion. 

(15) " I n \ w t ~ ~ n e ~ ~ t  company who isotfjecr" Iueans any officer of an invest~rr~cl~t 
empowered to execute or order the rxcw~tion of p ~ ~ r c h a s r sor sale+ of securities 
for the accou~it o f  such c o ~ ~ ~ r r p a n ~ - .  

(16) "Investnlent ad\-iser" lncaus any peTSIJl1 who, for c o ~ ~ ~ p c r ~ s a t i o ~ ~ ,  engages 
in the business of ndvisiug ~ ) t . h r ~ s ,  eit!ler directly or through publications or 
writings, as to the valuc of secnritics or as  to  t,he advisabilit,~ of investing in, 
purchasing, or selling sec~rrities,or wlio, for cornpr~)xstion and as part of a regular 
husincss, i s ~ l ~ e s  I~rit docs or promulgates annl\;scs or rcpurts eo~rccrning sec~~ri t ies :  
not inclnde (.4) a harrli: (I<)an?; lawyer, account,ant,, engineer, or teacher whose 
perfurlrmncc o f  sricl~ services is solely ino idr~~ta l  to the practice of his profession: 
( C )  the pc~blisller of nny bonw fiticy newspal)cr or ucwsniagazinc of gencral circu- 
latlon; or (Dl s i~ch  oi,l~er persons, not within t.he i n t e ~ ~ t  of this psragraph, as the 
C'ommission lnay desipuate by rules anti reg~llat~ions or order. 

(17) "Manager" of an  itr\,cst~~ient,company means a pltrsoll rnlpowered hj-
contract or o th r rv  i-e to rlet~rmine what srcnritics anti other investlnn~t.s shall Iw 



purchased or sold by such colnpnny; but does not include (A) a l~ona  fide oficer, 
director, trustee, depositor, or employee of sr~ch cornpalip in his capacity :is.s,~cli: 
(B) a11 investment adviser each of wliosc recommendations for purc!rase or sale 
must be approved, bcfore such purchase or sale is csecnted, by an investment 
officer, director, or t'rustec of such company who is !lot at1 affiliated person of s1ic:ll 
iuvestment adviser; or (Cj any person t h e  character and arnouut of whose coni- 
pensation from such company r~iust  be approved by a court. 

(18) "Affiliated person" c ~ f  another Ite:'Ron nicvms (,,2) m y  pcrriori dircctlv 
Irr intlirectly on-ning, c o n t r o i i n ~ ,  or holdins :viLti pon.t:r to  vote, 5 per c o ~ ~ t n n ~  
or more of tile outstandit~g voting securities of s!~ch other person; ( R )  any person 
5 per centurn or more of whose outstanding voting s e c ~ ~ r i t i t s  nr-e dil.ectl~- nr itl- 
dircctly owned, contuollrti, or ticld with power to  vote, hy such other person: 
(C) any pcrsnn directly or indirectly controlling, controlled by, or undcr cornnion 
control with. such other person; (1)) any officer, dirertor, part.ner, or. copartner 
of such otlicr persoll; (E) if such other pernou i s  s t 1  iuvcv&neut compauy, any 
marlager t11erc:of or any pcrson who rcgi~larly acts as in\.estmcnt atl\.iser thereof; 
and  (F) if such other person is a unit iuvestment trust, the depositor therenf. 

(19) "Affiliated conlpany" nleaus, a cornpan)- wliiah is a n  afliliat~cd person. 
(20) "Majollty-owned subsidiary" of a person ~ iwans  a company 50 per cetitmn 

or more of thc outstandi~ig voting securities of which arc  owned I J ~such per sol^, 
or by a company wl~ ic l~ ,  within the meaning of this pamgrapli, is a nla]oritp-
owned subsidiarg of such person 

(21) "\Vliolly-owned subsidiary" of a person nleans a company 05 per c e n t u ~ n  
v o t i ~ ~ i :or more of the o~~ts tand ing  securities of which are ow&d b y  such person, 

or by a oolnpany which, wit~l~in the meaning uf this paragraph, ia a r\.ilolly-owned 
subsidiary of stich persou 

(22) " Inves tme~~t  companies!company s: ~ t c m "  means two or more invest~u~ent 
ofone of w11ich throilgii its o ~ ~ n c r s ? l i p  voting securities directly or indirectly 

controls the others. 
(23) "Tnsurance company" ruearts a conlyany whictl is organized as  all insr~r- 

arlce company ~ m d c r  tlie laws of a State, whose priruary and prr~rlominaiit busiucas 
activity is the writing of ins~irance, and which is subject to supervision by the 
insurance conmissiuner or a similar. official or agency of ~11~11 State; or ally wcciver 
or similar otY~cial or arry liqt~idati~ig agellt for sucti a company, ill his capaoit,y as 
such. 

nlema an!. j l l~ (%t~ln~l l t(24) "Ehployees' securi t i~s  con~pnl~y" compaily or sim- 
ilar issucr all or the ou t s ta~~ding  sccurities of which :ot,her t,ha:~ si~urt-ti-rm p:tl'!:r\ 
are  owned (A) by tlie employees of a single emp1o:t-er or of t , ~ ~ o  or more employers 
each of which is an afiliatwi company o f  the other, (B) by f o m w  cniployces of 
such employer or eniployers, ( C )  by n~embcrs of tlie ilnniecliate farnily of s w h  
employees or former erupluyees, ( I>)  by any two or more of the foregoing classcs 
of persons, or (Pi:) by such rnlploycr or runploycrs tugether with any one or triore 
of thc foregoing classes of persons. 

(25) "Sale", "sell", "offer to  sell", or "oKw fur salc" includes cvery curltract of 
sale or tiisposit,ion of, atternpt or offer to dispose of, or sulicitation of an offer to 
buy, a securitj or interest in a security, for value. Any security givcn or delivered 
with, or as a bonus on account of, any pnrchase of securities or any other thing, 
shall be c o n c l ~ ~ ~ i v e l y  presunled to  constitute a part of t l ~ c  subject of such purchase 
and to have been sold for valae. 

(26)  "Sales load" nleans the tli(ference between the price of a securit'y to tlie 
public and that  portion of the proceeds from its sale which is received and iuvested 
or held for investment by the issuer, or. in the case of a unit invest,ment trust', by 
the depositor or trustee. In thr  case of a periodic payment plan certificate, "sales 
load" includes tlie sales load on anv inveslrnent c o m ~ a n v  sccurities in which the 
oavrnents made on sr~ch certificate"ore invested, as  -\bell'as the sales load on tlie 
cehificate it,self. 

(27) "Lend" irlcludes a purchase coupled with an agreement by the vendor t u  
repurchase; "borrow" includes a sale coupled with a similar ag~wnient .  

(28) assignment^" includes any direct or indirect t,ransfcr or hypothecation -' 
of a cont,ract o r  chose in action by the assignor, or of a controlling block of the 
assignor's outstanding voting securities by a security holder of the assignor; 
hu t  does riot includc an assignment of partnership interests incidental t o  the 
death o r  wit,lidrawal of a minority of the ~nelnhers of the partnership having only 
a minority iriterest in the partnership business. 

(29) "Value", a s  used in sections 3, 5, and 13,means (A) with respect t o  market- 
able seci~r~t iesacquired before the  end of the owner's last fiscal quarter, the market 
v a l ~ ~ eof s ~ m h  securities at  the e r ~ d  of such fiscal quarter, and (B) with respect to 
other assets ( inclding other ~ c u r i t i e s ) ,  the cost thereof to  the owner, or if the 



Commission finds tha t  such cost is not asrertainable without undue effort or  
expense o r  does not fairly reflect the  value thereof, a valuation on such other 
reasonable basis a s  tlic Conimission may prescribe by rules a n d  regulations or 
order. As used elscahcre i r ~  this title, the  term "value" o r  any  other term 
importing value means t,he valuation given in, or a valuation based on the  account- 
ing principles followed in, the  most recent registration stat'ement o r  periodic 
report filed under this title by the company concerned. 

(30) "Portfolio turnover" means the ratio which the  sum of the dollar amount 
of a compa~ly's sales and purchases of portfolio securities (other than Government 
securities) dnring a given fiscal gear, III~IIIIS the dollar arnount of nct sales during 
the same year of securities of which such company is t'he issuer, bears to  the value 
of such company's security assets (exclusive of Covern~nerit securities) a t  the 
beginning of such year or a t  the cud of any quarter thereof, whichever ia the  -~ ~ 

h~ghest.  
(31) "Con\~icted" i ~ ~ c l u d e s  verdict! judgment,, or plea of gu~l ty ,  or  a finding a 

of guilt on a plca of 11olo contcndere, ~f such verdict, jndgment, plea, or fiuding 
has not been reversed, set asitle, or mitliclra~vn, whether or  not sentence has 
been imposed. 

(32) "Sational sccurities exchange" means an  e s c h ~ n g e  registered under 
s e c t i o ~ ~6 of the Securitjcs Exchrtnge Act of 1934. 

(33) "hlear~s or it~strument'ality of interstate commerce" includes any facility 
of a natioual securit,ics exchange. 

(34) "Cornmissiori" means the  Securities and Exclmlge Commission. 
(35) "Securities Act of 1933", "Securities Exrhangc Act of 1934", "Public 

Utility Holding Company -4ct of 1935", and "Trust Jndent'ure Act of 1939" 
memi those Acts, respectively, a s  heret,ofore or hereafter arnended. 

(b) No provision in this titlc shall apply to, or be deemed t o  include, the  United 
St,ates, a State, or  ally political subdivisivu of a State, or any agency, authority, 
or instrumentality of any onc or more of t l ~ c  foregoing, or  any corporation which 
is wholly o\v\-r~cd directly or indirectly by any o r~c  or more of the  foregoing, or 
ally officer, agent, or e~nployee of any of the foregoing acting as such in the  course 
of his ofiicial duty, uriless such provision makes specific reference thereto. 

SEC.46. If any provision of this title or  any provision incorporated in this title 
by reference, o r  t,lle application vf any snch pruvisiori t o  any  person o r  circuin- 
stanccs, s l~al l  he held invalid, the  remainder of t,hia t,itle a n d  the application of 
any surh p ro~ is iun  to persons ur circunrstances other than those a s  t o  which it 
is held iuvalitl shall not be affcct,ed thereby. 

SHOitT TITLE 

SEC.47. This t ~ t l c  may Ije c i t d  a s  the  "Investnlent Company Act of 1940." 

EFFECTIVE DATE 

SEC. 48. The  effcrtive date  of this t,itle is October 1, 1940. Esccpt where 
spccific p ro r i~ ion  is r r d e  t o  the cont'rary, every provision of t,his title shall take 
effect 611 said effective date. 

TITLE 11-1NVESTMEXT ADVISERS 

F I N D I N G S  OF THE CONGRESG 

Scc. 201. 1:pon the bas!.: of facts disclosed bx the record and report. of the  
Securities and l.;schange Co~r~nlissior~ made pnrs~rant t,o section 30 of t'he Public 
Utility Holding C o l ~ ~ l m l y  -4ct. of 1935, rtr~tl facts otherwise tlisclosed and ascer- 
tained, i t  is 11twby found t l ~ a t  i n \ ~ e s t ~ ~ ~ e n t  advisers are of national coi~cern, in 
that ,  aruoilg other t,l~ir~gs- 

(1) their advice, cur~nsel, p u l ~ l i r a t i o ~ ~ s ,  writings, a~talyses, and reports 
arc- c11~to1r1ari1.v a d  disfr ibutd,  and their contracts, subscription f u r ~ ~ i s l i c ~ i  
a.qr~!nncr~ts,allti other rrrrangclnents nit11 clie~lts arc custonmrily negotiated 
and  pcrfor~nctl, 11.1 the rlse of the mails and means and  i ~ r s t r u ~ i ~ e ~ ~ t a l i t i e s  of 
interatute cornrliorcw; 

( 2 )  t h ~ i radvice, coliniel, publicatiol~s. \wit,ings, an:ilyses, and reports cus- 
t o ~ n a r ~ l ywhte to securities, and to  the  vo1111ue of t,rading in a11t1 the j~ricrs 

22114i-4l)-pt. I--; 


