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EFFECTIVE DATE OF 1970 AMENDMENT

Amendment by Pub. L. 91-547 effective Dec. 14, 1970,
see section 30 of Pub. L. 91-547, set out as a note under
section 80a-52 of this title.

SEC REGULATIONS

Pub. L. 111-195, title II, §203(b), July 1, 2010, 124 Stat.
1344, provided that: ‘“Not later than 120 days after the
date of the enactment of this Act [July 1, 2010], the Se-
curities and Exchange Commission shall issue any revi-
sions the Commission determines to be necessary to
the regulations requiring disclosure by each registered
investment company that divests itself of securities in
accordance with section 13(c) of the Investment Com-
pany Act of 1940 [15 U.S.C. 80a-13(c)] to include divest-
ments of securities in accordance with paragraph (1)(B)
of such section, as added by subsection (a) of this sec-
tion.”

§ 80a-14. Size of investment companies
(a) Public offerings

No registered investment company organized
after August 22, 1940, and no principal under-
writer for such a company, shall make a public
offering of securities of which such company is
the issuer, unless—

(1) such company has a net worth of at least
$100,000;

(2) such company has previously made a pub-
lic offering of its securities, and at the time of
such offering had a net worth of at least
$100,000; or

(3) provision is made in connection with and
as a condition of the registration of such secu-
rities under the Securities Act of 1933 [15
U.S.C. T7a et seq.] which in the opinion of the
Commission adequately insures (A) that after
the effective date of such registration state-
ment such company will not issue any secu-
rity or receive any proceeds of any subscrip-
tion for any security until firm agreements
have been made with such company by not
more than twenty-five responsible persons to
purchase from it securities to be issued by it
for an aggregate net amount which plus the
then net worth of the company, if any, will
equal at least $100,000; (B) that said aggregate
net amount will be paid in to such company
before any subscriptions for such securities
will be accepted from any persons in excess of
twenty-five; (C) that arrangements will be
made whereby any proceeds so paid in, as well
as any sales load, will be refunded to any sub-
scriber on demand without any deduction, in
the event that the net proceeds so received by
the company do not result in the company
having a net worth of at least $100,000 within
ninety days after such registration statement
becomes effective.

At any time after the occurrence of the event
specified in clause (C) of paragraph (3) of this
subsection the Commission may issue a stop
order suspending the effectiveness of the reg-
istration statement of such securities under the
Securities Act of 1933 [15 U.S.C. 77a et seq.] and
may suspend or revoke the registration of such
company under this subchapter.

(b) Study on effects of size

The Commission is authorized, at such times
as it deems that any substantial further in-
crease in size of investment companies creates
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any problem involving the protection of inves-
tors or the public interest, to make a study and
investigation of the effects of size on the invest-
ment policy of investment companies and on se-
curity markets, on concentration of control of
wealth and industry, and on companies in which
investment companies are interested, and from
time to time to report the results of its studies
and investigations and its recommendations to
the Congress.

(Aug. 22, 1940, ch. 686, title I, §14, 54 Stat. 811.)

Editorial Notes

REFERENCES IN TEXT

The Securities Act of 1933, referred to in subsec. (a),
is act May 27, 1933, ch. 38, title I, 48 Stat. 74, which is
classified generally to subchapter I (§77a et seq.) of
chapter 2A of this title. For complete classification of
this Act to the Code, see section 77a of this title and
Tables.

Executive Documents

TRANSFER OF FUNCTIONS

For transfer of functions of Securities and Exchange
Commission, with certain exceptions, to Chairman of
such Commission, see Reorg. Plan No. 10 of 1950, §§1, 2,
eff. May 24, 1950, 15 F.R. 3175, 64 Stat. 1265, set out under
section 78d of this title.

§ 80a-15. Contracts of advisers and underwriters

(a) Written contract to serve or act as investment
adviser; contents

It shall be unlawful for any person to serve or
act as investment adviser of a registered invest-
ment company, except pursuant to a written
contract, which contract, whether with such
registered company or with an investment ad-
viser of such registered company, has been ap-
proved by the vote of a majority of the out-
standing voting securities of such registered
company, and—

(1) precisely describes all compensation to be
paid thereunder;

(2) shall continue in effect for a period more
than two years from the date of its execution,
only so long as such continuance is specifi-
cally approved at least annually by the board
of directors or by vote of a majority of the
outstanding voting securities of such com-
pany;

(3) provides, in substance, that it may be ter-
minated at any time, without the payment of
any penalty, by the board of directors of such
registered company or by vote of a majority of
the outstanding voting securities of such com-
pany on not more than sixty days’ written no-
tice to the investment adviser; and

(4) provides, in substance, for its automatic
termination in the event of its assignment.

(b) Written contract with company for sale by
principal underwriter of security of which
company is issuer; contents

It shall be unlawful for any principal under-
writer for a registered open-end company to
offer for sale, sell, or deliver after sale any secu-
rity of which such company is the issuer, except
pursuant to a written contract with such com-
pany, which contract—
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(1) shall continue in effect for a period more
than two years from the date of its execution,
only so long as such continuance is specifi-
cally approved at least annually by the board
of directors or by vote of a majority of the
outstanding voting securities of such com-
pany; and

(2) provides, in substance, for its automatic
termination in the event of its assignment.

(¢) Approval of contract to undertake service as
investment adviser or principal underwriter
by majority of noninterested directors

In addition to the requirements of subsections
(a) and (b) of this section, it shall be unlawful
for any registered investment company having a
board of directors to enter into, renew, or per-
form any contract or agreement, written or oral,
whereby a person undertakes regularly to serve
or act as investment adviser of or principal un-
derwriter for such company, unless the terms of
such contract or agreement and any renewal
thereof have been approved by the vote of a ma-
jority of directors, who are not parties to such
contract or agreement or interested persons of
any such party, cast in person at a meeting
called for the purpose of voting on such ap-
proval. It shall be the duty of the directors of a
registered investment company to request and
evaluate, and the duty of an investment adviser
to such company to furnish, such information as
may reasonably be necessary to evaluate the
terms of any contract whereby a person under-
takes regularly to serve or act as investment ad-
viser of such company. It shall be unlawful for
the directors of a registered investment com-
pany, in connection with their evaluation of the
terms of any contract whereby a person under-
takes regularly to serve or act as investment ad-
viser of such company, to take into account the
purchase price or other consideration any per-
son may have paid in connection with a trans-
action of the type referred to in paragraph (1),
(3), or (4) of subsection (f).

(d) Equivalent of vote of majority of outstanding
voting securities in case of common-law trust

In the case of a common-law trust of the char-
acter described in section 80a-16(c) of this title,
either written approval by holders of a majority
of the outstanding shares of beneficial interest
or the vote of a majority of such outstanding
shares cast in person or by proxy at a meeting
called for the purpose shall for the purposes of
this section be deemed the equivalent of the
vote of a majority of the outstanding voting se-
curities, and the provisions of paragraph (42) of
section 80a-2(a) of this title as to a majority
shall be applicable to the vote cast at such a
meeting.

(e) Exemption of advisory boards or members
from provisions of this section

Nothing contained in this section shall be
deemed to require or contemplate any action by
an advisory board of any registered company or
by any of the members of such a board.

() Receipt of benefits by investment adviser
from sale of securities or other interest in
such investment adviser resulting in assign-
ment of investment advisory contract

(1) An investment adviser, or a corporate
trustee performing the functions of an invest-
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ment adviser, of a registered investment com-
pany or an affiliated person of such investment
adviser or corporate trustee may receive any
amount or benefit in connection with a sale of
securities of, or a sale of any other interest in,
such investment adviser or corporate trustee
which results in an assignment of an investment
advisory contract with such company or the
change in control of or identity of such cor-
porate trustee, if—

(A) for a period of three years after the time
of such action, at least 75 per centum of the
members of the board of directors of such reg-
istered company or such corporate trustee (or
successor thereto, by reorganization or other-
wise) are not (i) interested persons of the in-
vestment adviser of such company or such cor-
porate trustee, or (ii) interested persons of the
predecessor investment adviser or such cor-
porate trustee; and

(B) there is not imposed an unfair burden on
such company as a result of such transaction
or any express or implied terms, conditions, or
understandings applicable thereto.

(2)(A) For the purpose of paragraph (1)(A) of
this subsection, interested persons of a cor-
porate trustee shall be determined in accordance
with section 80a-2(a)(19)(B) of this title: Pro-
vided, That no person shall be deemed to be an
interested person of a corporate trustee solely
by reason of (i) his being a member of its board
of directors or advisory board or (ii) his mem-
bership in the immediate family of any person
specified in clause (i) of this subparagraph.

(B) For the purpose of paragraph (1)(B) of this
subsection, an unfair burden on a registered in-
vestment company includes any arrangement,
during the two-year period after the date on
which any such transaction occurs, whereby the
investment adviser or corporate trustee or pred-
ecessor or successor investment advisers or cor-
porate trustee or any interested person of any
such adviser or any such corporate trustee re-
ceives or is entitled to receive any compensation
directly or indirectly (i) from any person in con-
nection with the purchase or sale of securities
or other property to, from, or on behalf of such
company, other than bona fide ordinary com-
pensation as principal underwriter for such com-
pany, or (ii) from such company or its security
holders for other than bona fide investment ad-
visory or other services.

(3) If—

(A) an assignment of an investment advisory
contract with a registered investment com-
pany results in a successor investment adviser
to such company, or if there is a change in
control of or identity of a corporate trustee of
a registered investment company, and such
adviser or trustee is then an investment ad-
viser or corporate trustee with respect to
other assets substantially greater in amount
than the amount of assets of such company, or

(B) as a result of a merger of, or a sale of
substantially all the assets by, a registered in-
vestment company with or to another reg-
istered investment company with assets sub-
stantially greater in amount, a transaction
occurs which would be subject to paragraph
(1)(A) of this subsection,
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such discrepancy in size of assets shall be con-
sidered by the Commission in determining
whether or to what extent an application under
section 80a—6(c) of this title for exemption from
the provisions of paragraph (1)(A) of this sub-
section should be granted.

(4) Paragraph (1)(A) of this subsection shall
not apply to a transaction in which a control-
ling block of outstanding voting securities of an
investment adviser to a registered investment
company or of a corporate trustee performing
the functions of an investment adviser to a reg-
istered investment company is—

(A) distributed to the public and in which
there is, in fact, no change in the identity of
the persons who control such investment ad-
viser or corporate trustee, or

(B) transferred to the investment adviser or
the corporate trustee, or an affiliated person
or persons of such investment adviser or cor-
porate trustee, or is transferred from the in-
vestment adviser or corporate trustee to an af-
filiated person or persons of the investment
adviser or corporate trustee: Provided, That (i)
each transferee (other than such adviser or
trustee) is a natural person and (ii) the trans-
ferees (other than such adviser or trustee)
owned in the aggregate more than 25 per cen-
tum of such voting securities for a period of at
least six months prior to such transfer.

(Aug. 22, 1940, ch. 686, title I, §15, 54 Stat. 812;
Pub. L. 91-547, §8, Dec. 14, 1970, 84 Stat. 1419;
Pub. L. 94-29, §28(1), (2), (4), June 4, 1975, 89 Stat.
164, 165; Pub. L. 100-181, title VI, §611, Dec. 4,
1987, 101 Stat. 1261.)

Editorial Notes

AMENDMENTS

1987—Subsec. (d). Pub. L. 100-181, §611(1), substituted
‘“‘paragraph (42)” for ‘‘paragraph (40)”.

Subsec. (f)(3)(B). Pub. L. 100-181, §611(2), substituted a
comma for the period at end.

1975—Subsec. (¢). Pub. L. 94-29, §28(2), inserted provi-
sions making it unlawful for the directors of a reg-
istered investment company, in connection with their
evaluation of the terms of any contract whereby a per-
son undertakes regularly to serve or act as investment
adviser of such company, to take into account the pur-
chase price or other consideration any person may have
paid in connection with a transaction of the type re-
ferred to in paragraph (1), (3), or (4) of subsec. (f).

Subsec. (d). Pub. L. 94-29, §28(4), substituted ‘‘section
80a-16(c) of this title” for ‘‘subsection (b) of section
80a-16 of this title”.

Subsec. (f). Pub. L. 94-29, §28(1), added subsec. (f).

1970—Subsec. (a). Pub. L. 91-547, §8(a), struck out in-
troductory phrase ‘‘After one year from the effective
date of this subchapter’” and ‘‘unless in effect prior to
March 15, 1940, before ‘‘has been approved’’, and ‘‘by
the investment adviser” after ‘‘assignment’ in item (4),
and substituted “‘It” for *“it”.

Subsec. (b). Pub. L. 91-547, §8(b), struck out introduc-
tory phrase ‘‘After one year from the effective date of
this subchapter,”” and concluding phrase *‘, unless in ef-
fect prior to March 15, 1940 after ‘‘which contract’ be-
fore item (1), struck out ‘‘by such underwriter’” after
“assignment’ in item (2), and substituted ‘It for *‘it”’.

Subsec. (c¢). Pub. L. 91-547, §8(c), made it the duty of
the directors of a registered investment company to re-
quest and evaluate, and the duty of an investment ad-
viser to such company to furnish, such information as
may reasonably be necessary to evaluate the terms of
any contract whereby a person undertakes regularly to
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serve or act as investment adviser of such company,
substituted ‘‘interested persons’” for ‘‘affiliated per-
sons’’, and struck out ‘‘except a written agreement
which was in effect prior to March 15, 1940, after
‘“‘written or oral,”, item (1) designation following ‘‘have
been approved’ and item ‘‘or (2) by the vote of a major-
ity of the outstanding voting securities of such com-
pany’’ after ‘‘any such party,”’, and inserted ‘‘the vote”’
in phrase ‘“‘by the vote of a majority’’, and provision re-
specting voting ‘‘cast in person at a meeting called for
the purpose of voting on such approval’’.

Subsecs. (d) to (f). Pub. L. 91-547, §8(d), redesignated
subsecs. (e) and (f) as (d) and (e), respectively, and
struck out former subsec. (d) which prohibited any per-
son after March 15, 1945, from acting as investment ad-
viser to, or principal underwriter for, any registered in-
vestment company pursuant to a written contract in
effect prior to March 15, 1940, unless such contract was
renewed prior to March 15, 1945, in such form as to
make it comply with subsecs. (a) or (b).

Statutory Notes and Related Subsidiaries

EFFECTIVE DATE OF 1975 AMENDMENT

Amendment by Pub. L. 94-29 effective June 4, 1975,
see section 31(a) of Pub. L. 94-29, set out as a note under
section 78b of this title.

EFFECTIVE DATE OF 1970 AMENDMENT

Amendment by Pub. L. 91-547 effective on expiration
of one year after Dec. 14, 1970, see section 30(1) of Pub.
L. 91-547, set out as a note under section 80a-52 of this
title.

§ 80a-16. Board of directors

(a) Election of directors

No person shall serve as a director of a reg-
istered investment company unless elected to
that office by the holders of the outstanding
voting securities of such company, at an annual
or a special meeting duly called for that pur-
pose; except that vacancies occurring between
such meetings may be filled in any otherwise
legal manner if immediately after filling any
such vacancy at least two-thirds of the directors
then holding office shall have been elected to
such office by the holders of the outstanding
voting securities of the company at such an an-
nual or special meeting. In the event that at any
time less than a majority of the directors of
such company holding office at that time were
so elected by the holders of the outstanding vot-
ing securities, the board of directors or proper
officer of such company shall forthwith cause to
be held as promptly as possible and in any event
within sixty days a meeting of such holders for
the purpose of electing directors to fill any ex-
isting vacancies in the board of directors unless
the Commission shall by order extend such pe-
riod. The foregoing provisions of this subsection
shall not apply to members of an advisory
board.

Nothing herein shall, however, preclude a reg-
istered investment company from dividing its
directors into classes if its charter, certificate of
incorporation, articles of association, by-laws,
trust indenture, or other instrument or the law
under which it is organized, so provides and pre-
scribes the tenure of office of the several classes:
Provided, That no class shall be elected for a
shorter period than one year or for a longer pe-
riod than five years and the term of office of at
least one class shall expire each year.
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