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Securities and Exchange Commission § 270.22c–2 

§ 270.22c–2 Redemption fees for re-
deemable securities. 

(a) Redemption fee. It is unlawful for 
any fund issuing redeemable securities, 
its principal underwriter, or any dealer 
in such securities, to redeem a redeem-
able security issued by the fund within 
seven calendar days after the security 
was purchased, unless it complies with 
the following requirements: 

(1) Board determination. The fund’s 
board of directors, including a majority 
of directors who are not interested per-
sons of the fund, must either: 

(i) Approve a redemption fee, in an 
amount (but no more than two percent 
of the value of shares redeemed) and on 
shares redeemed within a time period 
(but no less than seven calendar days), 
that in its judgment is necessary or ap-
propriate to recoup for the fund the 
costs it may incur as a result of those 
redemptions or to otherwise eliminate 
or reduce so far as practicable any dilu-
tion of the value of the outstanding se-
curities issued by the fund, the pro-
ceeds of which fee will be retained by 
the fund; or 

(ii) Determine that imposition of a 
redemption fee is either not necessary 
or not appropriate. 

(2) Shareholder information. With re-
spect to each financial intermediary 
that submits orders, itself or through 
its agent, to purchase or redeem shares 
directly to the fund, its principal un-
derwriter or transfer agent, or to a reg-
istered clearing agency, the fund (or on 
the fund’s behalf, the principal under-
writer or transfer agent) must either: 

(i) Enter into a shareholder informa-
tion agreement with the financial 
intermediary (or its agent); or 

(ii) Prohibit the financial inter-
mediary from purchasing in nominee 
name on behalf of other persons, secu-
rities issued by the fund. For purposes 
of this paragraph, ‘‘purchasing’’ does 
not include the automatic reinvest-
ment of dividends. 

(3) Recordkeeping. The fund must 
maintain a copy of the written agree-
ment under paragraph (a)(2)(i) of this 
section that is in effect, or at any time 
within the past six years was in effect, 
in an easily accessible place. 

(b) Excepted funds. The requirements 
of paragraph (a) of this section do not 
apply to the following funds, unless 

they elect to impose a redemption fee 
pursuant to paragraph (a)(1) of this sec-
tion: 

(1) Money market funds; 
(2) Any fund that issues securities 

that are listed on a national securities 
exchange; and 

(3) Any fund that affirmatively per-
mits short-term trading of its securi-
ties, if its prospectus clearly and 
prominently discloses that the fund 
permits short-term trading of its secu-
rities and that such trading may result 
in additional costs for the fund. 

(c) Definitions. For the purposes of 
this section: 

(1) Financial intermediary means: 
(i) Any broker, dealer, bank, or other 

person that holds securities issued by 
the fund, in nominee name; 

(ii) A unit investment trust or fund 
that invests in the fund in reliance on 
section 12(d)(1)(E) of the Act (15 U.S.C. 
80a–12(d)(1)(E)); and 

(iii) In the case of a participant-di-
rected employee benefit plan that owns 
the securities issued by the fund, a re-
tirement plan’s administrator under 
section 3(16)(A) of the Employee Re-
tirement Income Security Act of 1974 
(29 U.S.C. 1002(16)(A)) or any person 
that maintains the plan’s participant 
records. 

(iv) Financial intermediary does not 
include any person that the fund treats 
as an individual investor with respect 
to the fund’s policies established for 
the purpose of eliminating or reducing 
any dilution of the value of the out-
standing securities issued by the fund. 

(2) Fund means an open-end manage-
ment investment company that is reg-
istered or required to register under 
section 8 of the Act (15 U.S.C. 80a–8), 
and includes a separate series of such 
an investment company. 

(3) Money market fund means an open- 
end management investment company 
that is registered under the Act and is 
regulated as a money market fund 
under § 270.2a–7. 

(4) Shareholder includes a beneficial 
owner of securities held in nominee 
name, a participant in a participant-di-
rected employee benefit plan, and a 
holder of interests in a fund or unit in-
vestment trust that has invested in the 
fund in reliance on section 12(d)(1)(E) 
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of the Act. A shareholder does not in-
clude a fund investing pursuant to sec-
tion 12(d)(1)(G) of the Act (15 U.S.C. 
80a–12(d)(1)(G)), a trust established pur-
suant to section 529 of the Internal 
Revenue Code (26 U.S.C. 529), or a hold-
er of an interest in such a trust. 

(5) Shareholder information agreement 
means a written agreement under 
which a financial intermediary agrees 
to: 

(i) Provide, promptly upon request by 
a fund, the Taxpayer Identification 
Number (or in the case of non U.S. 
shareholders, if the Taxpayer Identi-
fication Number is unavailable, the 
International Taxpayer Identification 
Number or other government issued 
identifier) of all shareholders who have 
purchased, redeemed, transferred, or 
exchanged fund shares held through an 
account with the financial inter-
mediary, and the amount and dates of 
such shareholder purchases, redemp-
tions, transfers, and exchanges; 

(ii) Execute any instructions from 
the fund to restrict or prohibit further 
purchases or exchanges of fund shares 
by a shareholder who has been identi-
fied by the fund as having engaged in 
transactions of fund shares (directly or 
indirectly through the intermediary’s 
account) that violate policies estab-
lished by the fund for the purpose of 
eliminating or reducing any dilution of 
the value of the outstanding securities 
issued by the fund; and 

(iii) Use best efforts to determine, 
promptly upon request of the fund, 
whether any specific person about 
whom it has received the identification 
and transaction information set forth 
in paragraph (c)(5)(i) of this section, is 
itself a financial intermediary (‘‘indi-
rect intermediary’’) and, upon further 
request by the fund: 

(A) Provide (or arrange to have pro-
vided) the identification and trans-
action information set forth in para-
graph (c)(5)(i) of this section regarding 
shareholders who hold an account with 
an indirect intermediary; or 

(B) Restrict or prohibit the indirect 
intermediary from purchasing, in 
nominee name on behalf of other per-
sons, securities issued by the fund. 

[71 FR 58272, Oct. 3, 2006] 

§ 270.22d–1 Exemption from section 
22(d) to permit sales of redeemable 
securities at prices which reflect 
sales loads set pursuant to a sched-
ule. 

A registered investment company 
that is the issuer of redeemable securi-
ties, a principal underwriter of such se-
curities or a dealer therein shall be ex-
empt from the provisions of section 
22(d) to the extent necessary to permit 
the sale of such securities at prices 
that reflect scheduled variations in, or 
elimination of, the sales load. These 
price schedules may offer such vari-
ations in or elimination of the sales 
load to particular classes of investors 
or transactions, Provided, That: 

(a) The company, the principal un-
derwriter and dealers in the company’s 
shares apply any scheduled variation 
uniformly to all offerees in the class 
specified; 

(b) The company furnishes to exist-
ing shareholders and prospective inves-
tors adequate information concerning 
any scheduled variation, as prescribed 
in applicable registration statement 
form requirements; 

(c) Before making any new sales load 
variation available to purchasers of the 
company’s shares, the company revises 
its prospectus and statement of addi-
tional information to describe that new 
variation; and 

(d) The company advises existing 
shareholders of any new sales load var-
iation within one year of the date when 
that variation is first made available 
to purchasers of the company’s shares. 

(Secs. 6(c) (15 U.S.C. 80a–6(c)) and 38(a) (15 
U.S.C. 80a–37(a))) 

[50 FR 7911, Feb. 27, 1985] 

§ 270.22d–2 Exemption from section 
22(d) for certain registered separate 
accounts. 

A registered separate account, any 
principal underwriter for such account, 
any dealer in contracts or units of in-
terest or participations in such con-
tracts issued by such account and any 
insurance company maintaining such 
account shall, with respect to any vari-
able annuity contracts, units, or par-
ticipations therein issued by such ac-
count, be exempted from section 22(d) 
to the extent necessary to permit the 
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