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such person’s employment or duties, shall be re-
quired to register as, or be subject to regulation
as, a dealer, broker, agent, or investment ad-
viser under the securities laws of any State be-
cause such organization or person buys, holds,
sells, or trades in securities for its own account
in its capacity as trustee or administrator of, or
otherwise on behalf of or for the account of one
or more of the following:

(1) a charitable organization;

(2) a fund that is excluded from the defini-
tion of an investment company under section
80a-3(c)(10)(B) of this title; or

(3) a trust or other donative instrument de-
scribed in section 80a-3(c)(10)(B) of this title,
or the settlors (or potential settlors) or bene-
ficiaries of any such trusts or other instru-
ments.

(c) State action

Notwithstanding subsections (a) and (b), dur-
ing the 3-year period beginning on December 8,
1995, a State may enact a statute that specifi-
cally refers to this section and provides prospec-
tively that this section shall not preempt the
laws of that State referred to in this section.

(d) Definitions

For purposes of this section—

(1) the term ‘‘charitable organization”
means an organization described in paragraphs
(1) through (5) of section 170(c) or section
501(c)(3) of title 26;

(2) the term ‘‘security’ has the same mean-
ing as in section 78c of this title; and

(3) the term ‘‘State’” means each of the sev-
eral States of the United States, the District
of Columbia, the Commonwealth of Puerto
Rico, the Virgin Islands, Guam, American
Samoa, and the Commonwealth of the North-
ern Mariana Islands.

(Pub. L. 104-62, §6, Dec. 8, 1995, 109 Stat. 685.)

Editorial Notes
CODIFICATION

Section was enacted as part of the Philanthropy Pro-
tection Act of 1995, and not as part of the Investment
Company Act of 1940 which comprises this subchapter.

Statutory Notes and Related Subsidiaries
EFFECTIVE DATE

Section applicable as defense to any claim in admin-
istrative and judicial actions pending on or commenced
after Dec. 8, 1995, that any person, security, interest, or
participation of type described in Pub. L. 104-62 is sub-
ject to the Securities Act of 1933, the Securities Ex-
change Act of 1934, the Investment Company Act of
1940, the Investment Advisers Act of 1940, or any State
statute or regulation preempted as provided in this sec-
tion, except as specifically provided in such statutes,
see section 7 of Pub. L. 104-62, set out as an Effective
Date of 1995 Amendment note under section 77c of this
title.

§ 80a—4. Classification of investment companies

For the purposes of this subchapter, invest-
ment companies are divided into three principal
classes, defined as follows:

(1) ‘“‘Face-amount certificate company”’
means an investment company which is en-
gaged or proposes to engage in the business of
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issuing face-amount certificates of the install-
ment type, or which has been engaged in such
business and has any such certificate out-
standing.

(2) “Unit investment trust’” means an in-
vestment company which (A) is organized
under a trust indenture, contract of custodian-
ship or agency, or similar instrument, (B) does
not have a board of directors, and (C) issues
only redeemable securities, each of which rep-
resents an undivided interest in a unit of spec-
ified securities; but does not include a voting
trust.

(3) ‘“Management company’ means any in-
vestment company other than a face-amount
certificate company or a unit investment
trust.

(Aug. 22, 1940, ch. 686, title I, §4, 54 Stat. 799.)

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-5. Subclassification of management compa-
nies

(a) Open-end and closed-end companies

For the purposes of this subchapter, manage-
ment companies are divided into open-end and
closed-end companies, defined as follows:

(1) ‘““‘Open-end company’’ means a manage-
ment company which is offering for sale or has
outstanding any redeemable security of which
it is the issuer.

(2) “Closed-end company’ means any man-
agement company other than an open-end
company.

(b) Diversified and non-diversified companies

Management companies are further divided
into diversified companies and non-diversified
companies, defined as follows:

(1) ““Diversified company’ means a manage-
ment company which meets the following re-
quirements: At least 75 per centum of the
value of its total assets is represented by cash
and cash items (including receivables), Gov-
ernment securities, securities of other invest-
ment companies, and other securities for the
purposes of this calculation limited in respect
of any one issuer to an amount not greater in
value than 5 per centum of the value of the
total assets of such management company and
to not more than 10 per centum of the out-
standing voting securities of such issuer.

(2) ‘“Non-diversified company’’ means any
management company other than a diversified
company.

(c) Loss of status as diversified company

A registered diversified company which at the
time of its qualification as such meets the re-
quirements of paragraph (1) of subsection (b)
shall not lose its status as a diversified company
because of any subsequent discrepancy between
the value of its various investments and the re-
quirements of said paragraph, so long as any
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such discrepancy existing immediately after its
acquisition of any security or other property is
neither wholly nor partly the result of such ac-
quisition.

(Aug. 22, 1940, ch. 686, title I, §5, 54 Stat. 800;
Pub. L. 100-181, title VI, §607, Dec. 4, 1987, 101
Stat. 1261.)

Editorial Notes
AMENDMENTS

1987—Subsec. (a)(2). Pub. L. 100-181 substituted
““Closed-end” for ‘‘Close-end’’.
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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-6. Exemptions
(a) Exemption of specified investment companies

The following investment companies are ex-
empt from the provisions of this subchapter:

(1) Any company which since the effective
date of this subchapter or within five years
prior to such date has been reorganized under
the supervision of a court of competent juris-
diction, if (A) such company was not an in-
vestment company at the commencement of
such reorganization proceedings, (B) at the
conclusion of such proceedings all outstanding
securities of such company were owned by
creditors of such company or by persons to
whom such securities were issued on account
of creditors’ claims, and (C) more than 50 per
centum of the voting securities of such com-
pany, and securities representing more than 50
per centum of the net asset value of such com-
pany, are currently owned beneficially by not
more than twenty-five persons; but such ex-
emption shall terminate if any security of
which such company is the issuer is offered for
sale or sold to the public after the conclusion
of such proceedings by the issuer or by or
through any underwriter. For the purposes of
this paragraph, any new company organized as
part of the reorganization shall be deemed the
same company as its predecessor; and bene-
ficial ownership shall be determined in the
manner provided in section 80a-3(c)(1) of this
title.

(2) Any issuer as to which there is out-
standing a writing filed with the Commission
by the Federal Savings and Loan Insurance
Corporation stating that exemption of such
issuer from the provisions of this subchapter is
consistent with the public interest and the
protection of investors and is necessary or ap-
propriate by reason of the fact that such
issuer holds or proposes to acquire any assets
or any product of any assets which have been
segregated (A) from assets of any company
which at the filing of such writing is an in-
sured institution within the meaning of sec-
tion 1724(a)! of title 12, or (B) as a part of or

1See References in Text note below.
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in connection with any plan for or condition
to the insurance of accounts of any company
by said corporation or the conversion of any
company into a Federal savings and loan asso-
ciation. Any such writing shall expire when
canceled by a writing similarly filed or at the
expiration of two years after the date of its fil-
ing, whichever first occurs; but said corpora-
tion may, nevertheless, before, at, or after the
expiration of any such writing file another
writing or writings with respect to such
issuer.

(3) Any company which prior to March 15,
1940, was and now is a wholly-owned subsidiary
of a registered face-amount certificate com-
pany and was prior to said date and now is or-
ganized and operating under the insurance
laws of any State and subject to supervision
and examination by the insurance commis-
sioner thereof, and which prior to March 15,
1940, was and now is engaged, subject to such
laws, in business substantially all of which
consists of issuing and selling only to resi-
dents of such State and investing the proceeds
from, securities providing for or representing
participations or interests in intangible assets
consisting of mortgages or other liens on real
estate or notes or bonds secured thereby or in
a fund or deposit of mortgages or other liens
on real estate or notes or bonds secured there-
by or having outstanding such securities so
issued and sold.

(4)(A) Any company that is not engaged in
the business of issuing redeemable securities,
the operations of which are subject to regula-
tion by the State in which the company is or-
ganized under a statute governing entities
that provide financial or managerial assist-
ance to enterprises doing business, or pro-
posing to do business, in that State if—

(i) the organizational documents of the
company state that the activities of the
company are limited to the promotion of
economic, business, or industrial develop-
ment in the State through the provision of
financial or managerial assistance to enter-
prises doing business, or proposing to do
business, in that State, and such other ac-
tivities that are incidental or necessary to
carry out that purpose;

(ii) immediately following each sale of the
securities of the company by the company or
any underwriter for the company, not less
than 80 percent of the securities of the com-
pany being offered in such sale, on a class-
by-class basis, are held by persons who re-
side or who have a substantial business pres-
ence in that State;

(iii) the securities of the company are sold,
or proposed to be sold, by the company or by
any underwriter for the company, solely to
accredited investors, as that term is defined
in section 77b(a)(15) of this title, or to such
other persons that the Commission, as nec-
essary or appropriate in the public interest
and consistent with the protection of inves-
tors, may permit by rule, regulation, or
order; and

(iv) the company does not purchase any se-
curity issued by an investment company or
by any company that would be an invest-
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