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their equivalents, respectively, exceeds pro-
portionately the amount deducted from any
other such payment, or the amount deducted
from any subsequent payment exceeds propor-
tionately the amount deducted from any other
subsequent payment;

(4) the deduction for sales load on the excess
of the payment or payments in any month
over the minimum monthly payment, or its
equivalent, to be made on the certificate ex-
ceeds the sales load applicable to payments
subsequent to the first forty-eight monthly
payments or their equivalent;

(5) the first payment on such certificate is
less than $20, or any subsequent payment is
less than $10;

(6) if such registered company is a manage-
ment company, the proceeds of such certifi-
cate or the securities in which such proceeds
are invested are subject to management fees
(other than fees for administrative services of
the character described in clause (C) of para-
graph (2) of section 80a-26(a) of this title) ex-
ceeding such reasonable amount as the Com-
mission may prescribe, whether such fees are
payable to such company or to investment ad-
visers thereof; or

(7) if such registered company is a unit in-
vestment trust the assets of which are securi-
ties issued by a management company, the de-
positor of or principal underwriter for such
trust, or any affiliated person of such deposi-
tor or underwriter, is to receive from such
management company or any affiliated person
thereof any fee or payment on account of pay-
ments on such certificate exceeding such rea-
sonable amount as the Commission may pre-
scribe.

(i) Applicability to registered separate account
funding variable insurance contracts

(1) This section does not apply to any reg-
istered separate account funding variable insur-
ance contracts, or to the sponsoring insurance
company and principal underwriter of such ac-
count, except as provided in paragraph (2).

(2) It shall be unlawful for any registered sepa-
rate account funding variable insurance con-
tracts, or for the sponsoring insurance company
of such account, to sell any such contract un-
less—

(A) such contract is a redeemable security;
and

(B) the insurance company complies with
section 80a—26(f) of this title and any rules or
regulations issued by the Commission under
section 80a-26(f) of this title.

(j) Termination of sales

(1) Termination

Effective 30 days after September 29, 2006, it
shall be unlawful, subject to subsection (i)—
(A) for any registered investment company
to issue any periodic payment plan certifi-
cate; or
(B) for such company, or any depositor of
or underwriter for any such company, or any
other person, to sell such a certificate.

(2) No invalidation of existing certificates

Paragraph (1) shall not be construed to alter,
invalidate, or otherwise affect any rights or
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obligations, including rights of redemption,
under any periodic payment plan certificate
issued and sold before 30 days after September
29, 2006.

(Aug. 22, 1940, ch. 686, title I, §27, 54 Stat. 829;
Pub. L. 91-547, §16, Dec. 14, 1970, 84 Stat. 1424;
Pub. L. 92-165, Nov. 23, 1971, 85 Stat. 487; Pub. L.
104-290, title II, §205(b), Oct. 11, 1996, 110 Stat.
3429; Pub. L. 109-290, §4(a), (b), Sept. 29, 2006, 120
Stat. 1318, 1319.)

Editorial Notes

AMENDMENTS

2006—Subsec. (1)(2)(B). Pub. L. 109-290, §4(b), sub-
stituted ‘‘section 80a-26(f)”” for ‘‘section 80a-26(e)”’ in
two places.

Subsec. (j). Pub. L. 109290, §4(a), added subsec. (j).

1996—Subsec. (i). Pub. L. 104-290 added subsec. (i).

1971—Subsec. (f). Pub. L. 92-165 inserted ‘‘(other than
a plan under which the amount of sales load deducted
from any payment thereon does not exceed 9 per cen-
tum of such payment)”’.

1970—Subsecs. (d) to (h). Pub. L. 91-547 added subsecs.
(d) to (h).

Statutory Notes and Related Subsidiaries

EFFECTIVE DATE OF 1970 AMENDMENT

Amendment by Pub. L. 91-547 effective on expiration
of six months after Dec. 14, 1970, see section 30(3) of
Pub. L. 91-547, set out as a note under section 80a-52 of
this title.

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-28. Face-amount certificate companies

(a) Issuance or sale of certificates

It shall be unlawful for any registered face-
amount certificate company to issue or sell any
face-amount certificate, or to collect or accept
any payment on any such certificate issued by
such company on or after the effective date of
this subchapter, unless—

(1) such company, if organized before March

15, 1940, was actively and continuously en-

gaged in selling face-amount certificates on

and before that date, and has outstanding cap-
ital stock worth upon a fair valuation of as-
sets not less than $50,000; or if organized on or
after March 15, 1940, has capital stock in an
amount not less than $250,000 which has been
bona fide subscribed and paid for in cash; and

(2) such company maintains at all times
minimum certificate reserves on all its out-
standing face-amount certificates in an aggre-
gate amount calculated and adjusted as fol-
lows:

(A) the reserves for each certificate of the
installment type shall be based on assumed
annual, semi-annual, quarterly, or monthly
reserve payments according to the manner
in which gross payments for any certificate
year are made by the holder, which reserve
payments shall be sufficient in amount, as
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and when accumulated at a rate not to ex-
ceed 3% per centum per annum compounded
annually, to provide the minimum maturity
or face amount of the certificate when due.
Such reserve payments may be graduated
according to certificate years so that the re-
serve payment or payments for the first cer-
tificate year shall amount to at least 50 per
centum of the required gross annual pay-
ment for such year and the reserve payment
or payments for each of the second to fifth
certificate years inclusive shall amount to
at least 93 per centum of each such year’s re-
quired gross annual payment and for the
sixth and each subsequent certificate year
the reserve payment or payments shall
amount to at least 96 per centum of each
such year’s required gross annual payment:
Provided, That such aggregate reserve pay-
ments shall amount to at least 93 per cen-
tum of the aggregate gross annual payments
required to be made by the holder to obtain
the maturity of the certificate. The com-
pany may at its option take as loading from
the gross payment or payments for a certifi-
cate year, as and when made by the certifi-
cate holder, an amount or amounts equal in
the aggregate for such year to not more than
the excess, if any, of the gross payment or
payments required to be made by the holder
for such year, over and above the percentage
of the gross annual payment required herein
for such year for reserve purposes. Such
loading may be taken by the company prior
to or after the setting up of the reserve pay-
ment or payments for such year and the re-
serve payment or payments for such year
may be graduated and adjusted to cor-
respond with the amount of the gross pay-
ment or payments made by the certificate
holder for such year less the loading so
taken;

(B) if the foregoing minimum percentages
of the gross annual payments required under
the provisions of such certificate should
produce reserve payments larger than are
necessary at 3% per centum per annum com-
pounded annually to provide the minimum
maturity or face amount of the certificate
when due, the reserve shall be based upon re-
serve payments accumulated as provided
under preceding subparagraph (A) of this
paragraph except that in lieu of the 3% per
centum rate specified therein, such rate
shall be lowered to the minimum rate, ex-
pressed in multiples of one-eighth of 1 per
centum, which will accumulate such reserve
payments to the maturity value when due;

(C) if the actual annual gross payment to
be made by the certificate holder on any cer-
tificate issued prior to or after the effective
date of this chapter is less than the amount
of any assumed reserve payment or pay-
ments for a certificate year, such company
shall maintain as a part of such minimum
certificate reserves a deficiency reserve
equal to the total present value of future de-
ficiencies in the gross payments, calculated
at a rate not to exceed 3% per centum per
annum compounded annually;

(D) for each certificate of the installment
type the amount of the reserve shall at any
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time be at least equal to (1) the then amount
of the reserve payments set up under sub-
paragraphs (A) or (B) of this paragraph; (2)
the accumulations on such reserve payments
as computed under subparagraphs (A) or (B)
of this paragraph; (3) the amount of any defi-
ciency reserve required under subparagraph
(C) of this paragraph; and (4) such amount as
shall have been credited to the account of
each certificate holder in the form of any
credit, or any dividend, or any interest in
addition to the minimum maturity amount
specified in such certificate, plus any accu-
mulations on any amount or amounts so
credited, at a rate not exceeding 3%z per cen-
tum per annum compounded annually;

(E) for each certificate which is fully paid,
including any fully paid obligations result-
ing from or effected upon the maturity of
the previously issued certificate, and for
each paid-up certificate issued as provided in
subsection (f) of this section prior to matu-
rity, the amount of the reserve shall at any
time be at least equal to (1) such amount as
and when accumulated at a rate not to ex-
ceed 3% per centum per annum compounded
annually, will provide the amount or
amounts payable when due and (2) such
amount as shall have been credited to the
account of each such certificate holder in
the form of any credit, or any dividend, or
any interest in addition to the minimum
maturity amount specified in the certificate,
plus any accumulations on any amount or
amounts so credited, at a rate not exceeding
3% per centum per annum compounded an-
nually;

(F) for each certificate of the installment
type under which gross payments have been
made by or credited to the holder thereof
covering a payment period or periods or any
part thereof beyond the then current pay-
ment period as defined by the terms of such
certificate, and for which period or periods
no reserve has been set up under subpara-
graph (A) or (B) of this paragraph, an ad-
vance payment reserve shall be set up and
maintained in the amount of the present
value of any such unapplied advance gross
payments, computed at a rate not to exceed
3% per centum per annum compounded an-
nually;

(G) such appropriate contingency reserves
for death and disability benefits and for re-
instatement rights on any such certificate
providing for such benefits or rights as the
Commission shall prescribe by rule, regula-
tion, or order based upon the experience of
face-amount companies in relation to such
contingencies.

At no time shall the aggregate certificate re-
serves herein required by subparagraphs (A) to
(F) of this paragraph, be less than the aggregate
surrender values and other amounts to which all
certificate holders may be then entitled.

For the purpose of this subsection, no certifi-
cate of the installment type shall be deemed to
be outstanding if before a surrender value has
been attained the holder thereof has been in
continuous default in making his payments
thereon for a period of one year.



§80a-28

(b) Asset requirements prior to sale of certifi-
cates

It shall be unlawful for any registered face-
amount certificate company to issue or sell any
face-amount certificate, or to collect or accept
any payment on any such certificate issued by
such company on or after the effective date of
this subchapter, unless such company has, in
cash or qualified investments, assets having a
value not less than the aggregate amount of the
capital stock requirement and certificate re-
serves as computed under the provisions of sub-
section (a) hereof. As used in this subsection,
“‘qualified investments’® means investments of a
kind which life-insurance companies are per-
mitted to invest in or hold under the provisions
of the Code of the District of Columbia as here-
tofore or hereafter amended, and such other in-
vestments as the Commission shall by rule, reg-
ulation, or order authorize as qualified invest-
ments. Such investments shall be valued in ac-
cordance with the provisions of said Code where
such provisions are applicable. Investments to
which such provisions do not apply shall be val-
ued in accordance with such rules, regulations,
or orders as the Commission shall prescribe for
the protection of investors.

(c) Certificate reserve requirements

The Commission shall by rule, regulation, or
order, in the public interest or for the protec-
tion of investors, require a registered face-
amount certificate company to deposit and
maintain, upon such terms and conditions as the
Commission shall prescribe and as are appro-
priate for the protection of investors, with one
or more institutions having the qualifications
required by paragraph (1) of section 80a-26(a) of
this title for a trustee of a unit investment
trust, all or any part of the investments main-
tained by such company as certificate reserve
requirements under the provisions of subsection
(b) hereof: Provided, however, That where quali-
fied investments are maintained on deposit by
such company in respect of its liabilities under
certificates issued to or held by residents of any
State as required by the statute of such State or
by any order, regulation, or requirement of such
State or any official or agency thereof, the
amount so on deposit, but not to exceed the
amount of reserves required by subsection (a)
hereof for the certificates so issued or held, shall
be deducted from the amount of qualified invest-
ments that may be required to be deposited
hereunder.

Assets which are qualified investments under
subsection (b) and which are deposited under or
as permitted by this subsection, may be used
and shall be considered as a part of the assets re-
quired to be maintained under the provisions of
said subsection (b).

(d) Provisions required in certificate

It shall be unlawful for any registered face-
amount certificate company to issue or sell any
face-amount certificate, or to collect or accept
any payment on any such certificate issued by
such company on or after the effective date of
this subchapter, unless such certificate contains
a provision or provisions to the effect—

(1) that, in respect of any certificate of the
installment type, during the first certificate
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year the holder of the certificate, upon sur-
render thereof, shall be entitled to a value
payable in cash not less than the reserve pay-
ments as specified in subparagraph (A) or (B)
of paragraph (2) of subsection (a) and at the
end of such certificate year, a value payable in
cash at least equal to 50 per centum of the
amount of the gross annual payment required
thereby for such year;

(2) that, in respect of any certificate of the
installment type, at any time after the expira-
tion of the first certificate year and prior to
maturity, the holder of the certificate, upon
surrender thereof, shall be entitled to a value
payable in cash not less than the then amount
of the reserve for such certificate required by
numbered items (1) and (2) of subparagraph (D)
of paragraph (2) of subsection (a) hereof, less a
surrender charge that shall not exceed 2 per
centum of the face or maturity amount of the
certificate, or 15 per centum of the amount of
such reserve, whichever is the lesser, but in no
event shall such value be less than 50 per cen-
tum of the amount of such reserve. The
amount of the surrender value for the end of
each certificate year shall be set out in the
certificate;

(3) that, in respect of any certificate of the
installment type, the holder of the certificate,
upon surrender thereof for cash or upon re-
ceipt of a paid-up certificate as provided in
subsection (f) hereof, shall be entitled to a
value payable in cash equal to the then
amount of any advance payment reserve under
such certificate required by subparagraph (F)
of paragraph (2) of subsection (a) hereof in ad-
dition to any other amounts due the holder
hereunder;

(4) that at any time prior to maturity, in re-
spect of any certificate which is fully paid, the
holder of the certificate, upon surrender there-
of, shall be entitled to a value payable in cash
not less than the then amount of the reserve
for such certificate required by item (1) of sub-
paragraph (E) of paragraph (2) of subsection
(a) hereof, less a surrender charge that shall
not exceed 2 per centum of the face or matu-
rity amount of the certificate, or 15 per cen-
tum of the amount of such reserve, whichever
is the lesser: Provided, however, That such sur-
render charge shall not apply as to any obliga-
tions of a fully paid type resulting from the
maturity of a previously issued certificate.
The amount of the surrender value for the end
of each certificate year shall be set out in the
certificate;

(5) that in respect of any certificate, the
holder of the certificate, upon maturity, upon
surrender thereof for cash or upon receipt of a
paid-up certificate as provided in subsection
(f) hereof, shall be entitled to a value payable
in cash equal to the then amount of the re-
serve, if any, for such certificate required by
item (4) of subparagraph (D) of paragraph (2) of
subsection (a) hereof or item (2) of subpara-
graph (E) of paragraph (2) of said subsection
(a) in addition to any other amounts due the
holder hereunder.

The term ‘‘certificate year’ as used in this
section in respect of any certificate of the in-
stallment type means a period or periods for
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which one year’s payment or payments as pro-
vided by the certificate have been made thereon
by the holder and the certificate maintained in
force by such payments for the time for which
the same have been made, and in respect of any
certificate which is fully paid or paid-up means
any year ending on the anniversary of the date
of issuance of the certificate.

Any certificate may provide for loans or ad-
vances by the company to the certificate holder
on the security of such certificate upon terms
prescribed therein but at an interest rate not ex-
ceeding 6 per centum per annum. The amount of
the required reserves, deposits, and the sur-
render values thereof available to the holder
may be adjusted to take into account any un-
paid balance on such loans or advances and in-
terest thereon, for the purposes of this sub-
section and subsections (b) and (c) hereof.

Any certificate may provide that the company
at its option may, prior to the maturity thereof,
defer any payment or payments to the certifi-
cate holder to which he may be entitled under
this subsection, for a period of not more than
thirty days: Provided, That in the event such op-
tion is exercised by the company, interest shall
accrue on any payment or payments due to the
holder, for the period of such deferment at a
rate equal to that used in accumulating the re-
serves for such certificate: And provided further,
That the Commission may, by rules and regula-
tions or orders in the public interest or for the
protection of investors, make provision for any
other deferment upon such terms and conditions
as it shall prescribe.

(e) Liability of holder to legal action for unpaid
amount of certificate

It shall be unlawful for any registered face-
amount certificate company to issue or sell any
face-amount certificate, or to collect or accept
any payment on any such certificate issued by
such company on or after the effective date of
this subchapter, which certificate makes the
holder liable to any legal action or proceeding
for any unpaid amount on such certificate.

(f) Optional right to paid up certificate in lieu of
cash surrender value

It shall be unlawful for any registered face-
amount certificate company to issue or sell any
face-amount certificate, or to collect or accept
any payment on any such certificate issued by
such company on or after the effective date of
this subchapter, (1) unless such face-amount cer-
tificate contains a provision or provisions to the
effect that the holder shall have an optional
right to receive a paid-up certificate in lieu of
the then attained cash surrender value provided
therein and in the amount of such value plus ac-
cumulations thereon at a rate to be specified in
the paid-up certificate equal to that used in
computing the reserve on the original certifi-
cate under subparagraph (A) or (B) of paragraph
(2) of subsection (a) of this section, such paid-up
certificate to become due and payable at the end
of a period equal to the balance of the term of
such original certificate before maturity; and
during the period prior to maturity such paid-up
certificate shall have a cash value upon sur-
render thereof equal to the then amount of the
reserve therefor; and (2) unless such face-
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amount certificate contains a further provision
or provisions to the effect that if the holder be
in continuous default in his payments on such
certificate for a period of six months without
having exercised his option to receive a paid-up
certificate, as herein provided, the company at
the expiration of such six months shall pay the
surrender value in cash if such value is less than
$100 or if such value is $100 or more shall issue
such paid-up certificate to such holder and such
payment or issuance, plus the payment of all
other amounts to which he may be then entitled
under the original certificate, shall operate to
cancel his original certificate: Provided, That in
lieu of the issuance of a new paid-up certificate
the original certificate may be converted into a
paid-up certificate with the same effect; and (3)
unless, where such certificate provides, in the
event of default, for the deferment of payments
thereon by the holder or of the due dates of such
payments or of the maturity date of the certifi-
cate, it shall also provide in effect for the right
of reinstatement by the holder of the certificate
after default and for an option in the holder, at
the time of reinstatement, to make up the pay-
ment or payments for the default period next
preceding such reinstatement with interest
thereon not exceeding 6 per centum per annum,
with the same effect as if no such default in
making such payments had occurred.

The term ‘‘default’” as used in this subsection
shall, without restricting its usual meaning, in-
clude a failure to make a payment or payments
as and when provided by the certificate.

(g) Application of section to company issuing
certificates only to holders of previously
issued certificates

The foregoing provisions of this section shall
not apply to a face-amount certificate company
which on or before the effective date of this
chapter has discontinued the offering of face-
amount certificates to the public and issues
face-amount certificates only to the holders of
certificates previously issued pursuant to an ob-
ligation expressed or implied in such certifi-
cates.

(h) Declaration or payment of dividends

It shall be unlawful for any registered face-
amount certificate company which does not
maintain the minimum certificate reserve on all
its outstanding face-amount certificates issued
prior to the effective date of this chapter, in an
aggregate amount calculated and adjusted as
provided in this section to declare or pay any
dividends on the shares of such company for or
during any calendar year which shall exceed
one-third of the net earnings for the next pre-
ceding calendar year or which shall exceed 10
per centum of the aggregate net earnings for the
next preceding five calendar years, whichever is
the lesser amount, or any dividend which shall
have been forbidden by the Commission pursu-
ant to the provision of the next sentence of this
paragraph. At least thirty days before such com-
pany shall declare, pay, or distribute any divi-
dend, it shall give the Commission written no-
tice of its intention to declare, pay, or dis-
tribute the same; and if at any time it shall ap-
pear to the Commission that the declaration,
payment or distribution of any dividend for or
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during any calendar year might impair the fi-
nancial integrity of such company or its ability
to meet its liabilities under its outstanding
face-amount certificates, it may by order forbid
the declaration, distribution, or payment of any
such dividend.

(i) Application of section to certificates issued
prior to effective date of section

The foregoing provisions of this section shall
apply to all face-amount certificates issued
prior to the effective date of this subsection; to
the collection or acceptance of any payment on
such certificates; to the issuance of face-amount
certificates to the holders of such certificates
pursuant to an obligation expressed or implied
in such certificates; to the provisions of such
certificates; to the minimum certificate re-
serves and deposits maintained with respect
thereto; and to the assets that the issuer of such
certificate was and is required to have with re-
spect to such certificates. With respect to all
face-amount certificates issued after the effec-
tive date of this subsection, the provisions of
this section shall apply except as hereinafter
provided.

(1) Notwithstanding subparagraph (A) of para-
graph (2) of subsection (a), the reserves for each
certificate of the installment type shall be based
on assumed annual, semiannual, quarterly, or
monthly reserve payments according to the
manner in which gross payments for any certifi-
cate year are made by the holder, which reserve
payments shall be sufficient in amount, as and
when accumulated at a rate not to exceed 3%
per centum per annum compounded annually, to
provide the minimum maturity or face amount
of the certificate when due. Such reserve pay-
ments may be graduated according to certificate
years so that the reserve payment or payments
for the first three certificate years shall amount
to at least 80 per centum of the required gross
annual payment for such years; the reserve pay-
ment or payments for the fourth certificate year
shall amount to at least 90 per centum of such
year’s required gross annual payment; the re-
serve payment or payments for the fifth certifi-
cate year shall amount to at least 93 per centum
of such year’s gross annual payment; and for the
sixth and each subsequent certificate year the
reserve payment or payments shall amount to at
least 96 per centum of each such year’s required
gross annual payment: Provided, That such ag-
gregate reserve payments shall amount to at
least 93 per centum of the aggregate gross an-
nual payments required to be made by the hold-
er to obtain the maturity of the certificate. The
company may at its option take as loading from
the gross payment or payments for a certificate
year, as and when made by the certificate hold-
er, an amount or amounts equal in the aggre-
gate for such year to not more than the excess,
if any, of the gross payment or payments re-
quired to be made by the holder for such year,
over and above the percentage of the gross an-
nual payment required herein for such year for
reserve purposes. Such loading may be taken by
the company prior to or after the setting up of
the reserve payment or payments for such year
and the reserve payment or payments for such
year may be graduated and adjusted to cor-
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respond with the amount of the gross payment
or payments made by the certificate holder for
such year less the loading so taken.

(2) Notwithstanding paragraphs (1) and (2) of
subsection (d), (A) in respect of any certificate
of the installment type, during the first certifi-
cate year, the holder of the certificate, upon
surrender thereof, shall be entitled to a value
payable in cash not less than 80 per centum of
the amount of the gross payments made on the
certificate; and (B) in respect of any certificate
of the installment type, at any time after the
expiration of the first certificate year and prior
to maturity, the holder of the certificate, upon
surrender thereof, shall be entitled to a value
payable in cash not less than the then amount of
the reserve for such certificate required by
clauses (1) and (2) of subparagraph (D) of para-
graph (2) of subsection (a), less a surrender
charge that shall not exceed 2 per centum of the
face or maturity amount of the certificate, or 15
per centum of the amount of such reserve,
whichever is the lesser, but in no event shall
such value be less than 80 per centum of the
gross payments made on the certificate. The
amount of the surrender value for the end of
each certificate year shall be set out in the cer-
tificate.

(Aug. 22, 1940, ch. 686, title I, §28, 54 Stat. 829;
Pub. L. 91-547, §17, Dec. 14, 1970, 84 Stat. 1426;
Pub. L. 100-181, title VI, §§620, 621, Dec. 4, 1987,
101 Stat. 1262.)

Editorial Notes

REFERENCES IN TEXT

For the effective date of this subchapter, referred to
in subsecs. (a), (b), (d), (e), and (f), see section 80a-52 of
this title.

For the effective date of this chapter, referred to in
subsecs. (a)(2)(C), (g), and (h), see sections 80a-52 and
80b-21 of this title.

For the effective date of this subsection, referred to
in subsec. (i), as the day upon expiration of 6 months
after Dec. 14, 1970, see section 30(3) of Pub. L. 91-547, set
out as a note under section 80a-52 of this title.

AMENDMENTS

1987—Subsec. (a)(2)(B). Pub. L. 100-181, §620,
stituted ‘‘paragraph’ for ‘‘subsection’.

Subsec. (d)(2). Pub. L. 100-181, §621, inserted ‘‘of’’ be-
fore ‘‘subsection (a)”’.

1970—Subsec. (i). Pub. L. 91-547 added subsec. (i).

sub-

Statutory Notes and Related Subsidiaries

EFFECTIVE DATE OF 1970 AMENDMENT

Amendment by Pub. L. 91-547 effective on expiration
of six months after Dec. 14, 1970, see section 30(3) of
Pub. L. 91-547, set out as a note under section 80a-2 of
this title.

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.
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§80a-29. Reports and financial statements of in-
vestment companies and affiliated persons

(a) Annual report by company

Every registered investment company shall
file annually with the Commission such infor-
mation, documents, and reports as investment
companies having securities registered on a na-
tional securities exchange are required to file
annually pursuant to section 13(a) of the Securi-
ties Exchange Act of 1934 [15 U.S.C. 78m(a)] and
the rules and regulations issued thereunder.

(b) Semi-annual or quarterly filing of informa-
tion; copies of periodic or interim reports
sent to security holders

Every registered investment company shall
file with the Commission—

(1) such information, documents, and reports
(other than financial statements), as the Com-
mission may require to keep reasonably cur-
rent the information and documents contained
in the registration statement of such company
filed under this subchapter; and

(2) copies of every periodic or interim report
or similar communication containing finan-
cial statements and transmitted to any class
of such company’s security holders, such cop-
ies to be filed not later than ten days after
such transmission.

Any information or documents contained in a
report or other communication to security hold-
ers filed pursuant to paragraph (2) of this sub-
section may be incorporated by reference in any
report subsequently or concurrently filed pursu-
ant to paragraph (1) of this subsection.

(¢) Minimizing reporting burdens

(1) The Commission shall take such action as
it deems necessary or appropriate, consistent
with the public interest and the protection of in-
vestors, to avoid unnecessary reporting by, and
minimize the compliance burdens on, registered
investment companies and their affiliated per-
sons in exercising its authority—

(A) under subsection (f); and
(B) under subsection (b)(1), if the Commis-
sion requires the filing of information, docu-

ments, and reports under that subsection on a

basis more frequently than semiannually.

(2) Action taken by the Commission under
paragraph (1) shall include considering, and re-
questing public comment on—

(A) feasible alternatives that minimize the
reporting burdens on registered investment
companies; and

(B) the utility of such information, docu-
ments, and reports to the Commission in rela-
tion to the costs to registered investment
companies and their affiliated persons of pro-
viding such information, documents, and re-
ports.

(d) Reports under this section in lieu of reports
under other provisions of law

The Commission shall issue rules and regula-
tions permitting the filing with the Commis-
sion, and with any national securities exchange
concerned, of copies of periodic reports, or of ex-
tracts therefrom, filed by any registered invest-
ment company pursuant to subsections (a) and
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(b), in lieu of any reports and documents re-
quired of such company under section 13 or 15(d)
of the Securities Exchange Act of 1934 [15 U.S.C.
78m or 78o(d)].

(e) Semiannual reports to stockholders

Every registered investment company shall
transmit to its stockholders, at least semiannu-
ally, reports containing such of the following in-
formation and financial statements or their
equivalent, as of a reasonably current date, as
the Commission may prescribe by rules and reg-
ulations for the protection of investors, which
reports shall not be misleading in any material
respect in the light of the reports required to be
filed pursuant to subsections (a) and (b):

(1) a balance sheet accompanied by a state-
ment of the aggregate value of investments on
the date of such balance sheet;

(2) a list showing the amounts and values of
securities owned on the date of such balance
sheet;

(3) a statement of income, for the period cov-
ered by the report, which shall be itemized at
least with respect to each category of income
and expense representing more than 5 per cen-
tum of total income or expense;

(4) a statement of surplus, which shall be
itemized at least with respect to each charge
or credit to the surplus account which rep-
resents more than 5 per centum of the total
charges or credits during the period covered
by the report;

(5) a statement of the aggregate remunera-
tion paid by the company during the period
covered by the report (A) to all directors and
to all members of any advisory board for reg-
ular compensation; (B) to each director and to
each member of an advisory board for special
compensation; (C) to all officers; and (D) to
each person of whom any officer or director of
the company is an affiliated person; and

(6) a statement of the aggregate dollar
amounts of purchases and sales of investment
securities, other than Government securities,
made during the period covered by the report:

Provided, That if in the judgment of the Com-
mission any item required under this subsection
is inapplicable or inappropriate to any specified
type or types of investment company, the Com-
mission may by rules and regulations permit in
lieu thereof the inclusion of such item of a com-
parable character as it may deem applicable or
appropriate to such type or types of investment
company.

(f) Additional information

The Commission may, by rule, require that
semiannual reports containing the information
set forth in subsection (e) include such other in-
formation as the Commission deems necessary
or appropriate in the public interest or for the
protection of investors.

(g) Certificate of independent public accountants

Financial statements contained in annual re-
ports required pursuant to subsections (a) and
(e), if required by the rules and regulations of
the Commission, shall be accompanied by a cer-
tificate of independent public accountants. The
certificate of such independent public account-
ants shall be based upon an audit not less in
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