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PERIODIC AND OTHER REPORTS; REPORTS OF AFFILIATED PERSONS

Sec. 30. (a) Every registered investment company shall file annually with the
Commission such information, documents, and reports as investment companies
having securities registered on a national securities exchange are required to file
annually pursuant to section 13 (a) of the Securities Exchange Act of 1934 and
the rules and regulations issued thereunder.

(b) Every registered investment company shall file with the Commission—

(1) such information and documents (other than financial statements) as
the Commission may require, on a semi-annual or quarterly basis, to keep
reasonably current the information and documents contained in the regis-
tration statement of such company filed under this title; and

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

Any information or documents contained in a report or other communication to
security holders filed pursuant to paragraph (2) may be incorporated by reference
in any report subsequently or concurrently filed pursuant to paragraph (1).

(¢) The Commission shall issue rules and regulations permitting the filing with
the Commission, and with any national securities exchange concerned, of copies of
periodic reports, or of extracts therefrom, filed by any registered investment
company pursuant to subsections (a) and (b), in lieu of any reports and documents
r(faquired of such company under section 15 (d) of the Securities Exchange Act
of 1934.

(d) Every registered investment company shall transmit to its stoekholders,
at least semi-annually, reports containing such of the following information and
financial statements or their equivalent, as of a reasonably current date, as the
Commission may preseribe by rules and regulations 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 statement 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;

(8) a statement of income, for the period covered by the report, which
shall be itemized at least with respect to each category of income and expense
representing more than 5 per centum 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 aecount which represents more than
5 percentum of the total charges or credits during the period covered by the
report;

(5) a statement of the aggregate remuneration paid by the company
during the period covered by the report (A) to all directors and to all members
of any advisory board for regular 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 com-
pany 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 Commission any item required under
this subsection is inapplicable or inappropriate to any specified type or types of
investment company, the Commission may by rules and regulations permit
in lieu thereof the inclusion of such item of a comparable character as it may
deem applicable or appropriate to such type or types of investment company.

(e) Financial statements contained in annual reports required pursuant to
subsections (a) and (d), if required by the rules and regulations of the Commis-
gion, shall be accompanied by a certificate of independent public accountants.
The certificate of such independent public accountants shall be based upon an
audit not less in scope or procedures followed than that which independent publie
accountants would ordinarily make for the purpose of presenting comprehensive
and dependable financial statements, and shall contain such information as the
Commission may preseribe, by rules and regulations in the public interest or
for the protection of investors, as to the nature and scope of the audit and the
findings and opinion of the accountants. Each such report shall state that such
independent public accountants have verified securities owned, either by actual
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examination, or by receipt of a certificate from the custodian, as the Commission
may prescribe by rules and regulations.

(f) Every person who is directly or indirectly the beneficial owner of more than
10 per centum of any class of outstanding securities (other than short-term paper)
of which a registered closed-end company is the issuer or who is an officer, director,
member of an advisory board, investment adviser, or affiliated person of an invest-
ment adviser of such a company shall in respect of his transaction in any securities
of such company (other than short-term paper) be subject to the same duties and
liabilities as those imposed by section 16 of the Securities Exchange Act of 1934
upon certain beneficial owners, directors, and officers in respect of their trans-
actions in certain equity securities.

ACCOUNTS AND RECORDS

Skc. 31. (a) Every registered investment company, and every underwriter,
broker, dealer, or investment adviser which is a majority-owned spbsidiary of such
a company, shall maintain and preserve for such period or periods as the Commis-
sion may prescribe by rules and regulations, such accounts, books, and other docu-
ments as constitute the record forming the basis for financial statements required
to be filed pursuant to section 30 of this title, and of the auditor’s certificates
relating thereto. Every investment adviser not a majority-owned subsidiary of,
and every depositor of any registered investment company, and every principal
underwriter for any registered investment company other than a closed-end
company, shall maintain and preserve for such period or periods as the Commis-
sion shall prescribe by rules and regulations, such accounts, books, and other docu-
ments as are necessary or appropriate to record such person’s transactions with
such registered company.

) All accounts, books, and other records, required to be maintained and
preserved by any person, pursuant to subsection (a), shall be subject at any time
and from time to time to such reasonable periodie, special, and other examinations
by the Commission, or any member or representative thereof, as the Commission
may preseribe. Any such person shall furnish to the Commission, within such
reasonable time as the Commission may prescribe, copies of or extracts from such
records which may be prepared without undue effort, expense, or delay, as the
Commission may by order require.

(¢) The Commission may, in the public interest or for the protection of investors,
issue rules and regulations providing for a reasonable degree of uniformity in the
accounting policies and principles to be followed by registered investment com-
panies in maintaining their accounting records and in preparing financial state-
ments required pursuant to this title.

(d) The Commission, upon gpplication made by any registered investment
company, may by order exempt a specific transaction or transactions from the
provisions of any rule or regulation meode pursusnt to subsection (e), if the Com-
mission finds that such rule cr regulation should not reasonably he applied to
such transaction.

ACCOUNTANTS AND AUDITORS

Sec. 32. (a) After one year from the effective date of this title, it shall be
unlawful for any registered management compeany or registered face-amount
certificate company to file with the Commission any financial statement signed
or certified by an independent public aceountant. unless—

(1) sueh accountant shall have been selected at o meeting held within
thirty days before or after the beginning of the fiscal vear or before the
annual meeting of stockholders in that year by a majority of those members
of the board of directors who are not investment advisers of, or affiliated
persons of an investment adviser of, or officers or employees of, such reg-
istered company;

(2) such selection shall have been submitted for ratification or rejection at
the next succeeding snnual meeting of such holders if such meeting be held,
except that any vacaney occurring between annual meetings, due to the
death or resignation of the accountant, may be filled by the board of directors;

(3) the employment of sueh accountant shall have been conditioned upon
the right of the company by vote of a majority of the outstending voting
securities at any meeting called for the purpose to terminate such employ-
ment forthwith without any penalty; and -

(4) such certificate or report of such accountant shall be addressed both
to the board of directors of such registered company and to the security
holders thereof.
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In the case of a common-law trust of the character described in section 16 (b) no
ratification of the employment of such accountant shall be required but such
employment may be terminated and such accountant removed by action of the
holders of record of a majority of the outstanding shares of beneficial interest in
such trust in the same manner as is provided in said section 16 (b) in respect of the
removal of a trustee, and all the provisions therein contained as to the calling of &
meeting shall be applicable.

(b) No registered management company or registered face-amount certificate
company shall file with the Commission any financial statement in the preparation
of which the controller or other prineipal aceounting officer or employee of such
company participated, unless such controller, officer or employee was selected,
either by vote of the holders of such company’s voting securities at the last
annual meeting of such security holders, or by the board of directors of such
company.

(e) The Commission is authorized, by rules and regulations or order in the
public interest or for the protection of investors, to require accountants and
auditors to keep reports, work sheets, and other documents and papers relating to
registered investment companies for such period or periods as the Commission
may prescribe, and to make the same available for inspection by the Commission
or any member or representative thereof.

SETTLEMENT OF CIVIL ACTIONS

Szc. 33. (a) Every registered investment company which is a party and
every affiliated person of such company who is a party defendant to any action or
claim by a registered investment company or a security holder thereof in a deriva-
tive capacity against an officer, director, investment adviser, trustee, or depositor
of such company for an alleged breach of official duty, which such action or claim
is commenced or asserted after the effective date of this title, shall transmit,
unless already transmitted to the Commission, the documents specified in sub-
section (b) hereof if—

(1) such action has been compromised or settled and such settlement or
compromise has had the approval of a court having jurisdiction to approve
such settlement or comipromise; or

(2) a verdict has been rendered or final judgment entered on the merits
in such action.

(b) Within thirty days after such settlement or compromise, verdiet or final
judgment, copies of all pleadings and any written record made in such action,
together with a statement of the terms of settlement or compromise, if such
terms be not included in the record, shall be transmitted to the Commission;
and any information contained in any such documents may be used by the Com-
mission in connection with any report or study which may be made by the Com-
mission of lawsuits whether of investment companies or companies generally:
Provided, That the names of persons involved shall not be disclosed.

DESTRUCTION AND FALSIFICATION OF REPORTS AND RECORDS

SEc. 34. (a) It shall be unlawful for any person, except as permitted by rule,
regulation, or order of the Commission, willfully to destroy, mutilate, or alter
any account, book, or other document the preservation of which has been
required pursuant to section 31 (a) or 32 (c).

(b) It shall be unlawful for any person to make any untrue statement of a
material fact in any registration statement, application, report, account, record,
or other document filed or transmitted pursusnt to this title or the keeping of
whieh is required pursuant to section 31 (a). It shall he unlawful for any person
so filing, transmitting, or keeping any such document to omit to state therein any
fact necessary in order to prevent the statements made therein, in the light of
the circumstances under which they were made, from being materially mislead-
ing. For the purposes of this subsection, any part of any such dooument which
is signed or certified by an aceountant or auditor in his capacity as such shall
be deemed to be made, filed, transmitted, or kept by such accountant or auditor,
as well as by the person filing, transmitting, or keeping the complete document,

UNLAWFUL REPRESENTATIONS AND NAMES

Sec. 35. (a) It shall be unlawful for any person, in issuing or selling any security
of which a registered investment company is the issuer, to represent or imply in
any manner whatsoever that such seecurity or company has been guaranteed,
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sponsored, recommended, or approved by the United States or any agency or
officer thereof.

(b) It shall be unlawful for any person registered under any section of this title
to represent or imply in any manner wHatsoever that such person has been spon-
sored, recommended, or approved, or that his abilities or qualifications have in
any respect been passed upon by the United States or any agency or officer thereof.

(e) No provision of subsection (a) or (b) shall be construed to prohibit a state-
ment that a person or security is registered under this Act, the Securities Act of
1933, or the Securities Exchange Act of 1934, if such statement is true in fact and
if the effect of such registration is not misrepresented.

(d) 1t shall be unlawful for any registered investment company hereafter to
adopt as a part of the name or title of such company, or of any security of which
it is the issuer, any word or words which the Commission finds and by order
declares to be deceptive or misleading. The Commission is authorized to bring
an action in the proper district court of the United States or United States court
of any Territory or other place subject to the jurisdiction of the United States
alleging that the name or title of any registered investment company, or of any
security which it has issued, is materially deceptive or misleading. If the court
finds that the Commission’s allegations in this respeet, taking into consideration
the history of the investment company and the length of time which it may have
used any such name or title, are established, the court shall enjoin such investment
company from continuing to use any such name or title.

INJUNCTIONS AGAINST GROSS ABUSE

Sec. 36. The Commission is authorized to bring an action in the proper district
court of the United States or United States court of any Territory or other place
subjeet to the jurisdiction of the United States, alleging that a person serving
or acting in one or more of the following capacities has been guilty, after the enact-
ment of this title and within five years of the commencement of the action, of
gross misconduct or gross abuse of trust in respect of any registered investment
company for which such person so serves or acts:

(1) as officer, director, member of an advisory board, investment adviser,
or depositor; or
(2) as principal underwriter, if such registered company is an open-end
company, unit investment trust, or face-amount certificate company.
1f the Commission’s allegations of such gross miseconduct or gross abuse of trust are
established, the court shall enjoin sueh person from acting in such capacity or
capacities either permanently or for such period of time as it in its discretion shall
deep appropriate.
LARCENY AND EMBEZZLEMENT

Sec. 37. Whoever steals, unlawfully abstracts, unlawfully and willfully con-
verts to his own use or to the use of another, or embezzles any of the moneys,
funds, securities, credits, property, or assets of any registered investment com-
pany shall be deemed guilty of a crime, and upon conviction thereof shall be sub-
ject to the penalties provided in section 49. A judgment of conviction or acquittal
on the merits under the laws of any State shall be & bar to any prosecution under
this section for the same act or acts,

RULES, REGULATIONS, AND ORDERS; GENERAL POWERS OF COMMISSION

Sec. 38. (a) The Commission shall have authority from time to time to make,
issue, amend, and reseind such rules and regulations and such orders as are
necessary or appropriate to the exercise of the powers conferred upon the Com-
mission elsewhere in this title, including rules and regulations defining aceounting,
technical, and trade terms used in this title, and prescribing the form or forms in
which information required in registration statements, applications, and reports
to the Commission shall be set forth. For the purposes of its rules or regulations
the Commission may classify persons, securities, and other matters within its
jurisdiction and prescribe different requirements for different classes of persons,
securities, or matters.

(b) The Commission, by such rules and regulations or order as it deems neces-
sary or appropriate in the public interest or for the protection of investors, may
authorize the filing of any information or documents required to be filed with the
Commission under this title, title I1 of this Act, the Securities Act of 1933, the
Securities Exchange Act of 1934, the Public Utility Holding Company Act of 1935,
or the Trust Indenture Act of 1939, by incorporating by reference any informa-
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tion or documents theretofore or concurrently filed with the Commission under
this title or any of such Acts.

(¢) No provision of this title imposing any liability shall apply to any act done
or omifted in good faith in conformity with any rule, regulation, or order of the
Commission, notwithstanding that such rule, regulation, or order may, after such
act or omission, be amended or rescinded or be determined by judicial or other
authority to be invalid for any reason.

RULES AND REGULATIONS; PROCEDURE FOR ISSUANCE

Sec. 39. Subject to the provisions of the Federal Register Act and regulations
prescribed under the authority thereof, the rules and regulations of the Commis-
sion under this title, and amendments thereof, shall be effective upon publication
in the manner which the Commission shall prescribe, or upon such later date as
may be provided in such rules and regulations.

ORDERS; PROCEDURE FOR ISSUANCE

Skc. 40. (a) Orders of the Commission under this title shall be issued only
after appropriate notice and opportunity for hearing. Notice to the parties to &
proceeding before the Commission shall be given by personal service upon each
party or by registered mail or confirmed telegraphic notice to the party’s last
known business address. Notice to interested persons, if any, other than parties
may be given in the same manner or by publication in the Federal Register.

(b) The Commission may provide, by appropriate rules or regulations, that
an application verified under oath may be admissible in evidence in a proceeding
before the Commission and that the record in such a proceeding may consist, in
whole or in part, of such application.

(¢) In any proceeding before the Commission, the Cominission, in accordance
with such rules and regulations as it may prescribe, shall admit as a party any
interested State or State agency, and may admit as a party any representative
of interested security holders, or any other person whose participation in the pro-
ceeding may be in the public interest or for the protection of investors.

HEARINGS BY COMMISSION

SEc. 41. Hearings may be public and may be held before the Commission, any
member or members thereof, or any officer or officers of the Commission desig-
nated by it, and appropriate records thereof shall be kept.

ENFORCEMENT OF TITLE

SEc. 42. (a) The Commission may make such investigations as it deems
necessary to determine whether any person has violated or is about to violate
any provision of this title or of any rule, regulation, or order hereunder, or to
determine whether any action in any court or any proceeding before the Com-
mission shall be instituted under this title against a particular person or persons,
or with respect to a particular transaction or transactions. The Commission
shall permit any person to file with it a statement in writing, under oath or
otherwise as the Commission shall determine, as to all the facts and circumstances
concerning the matter to be investigated. .

(h) For the purpose of any investigation or any other proceedings under this
title, any member of the Commission, or any officer thereof designated by it,
is empowered to administer oaths and affirmations, subpena witnesses, compel
their attendance, take evidence, and require the production of any books, papers,
correspondence, memoranda, contracts, agreements, or other records which are
relevant or material to the inquiry. Such attendance of witnesses and the
production of any such records may be required from any place in any State or
in any Territory or other place subject to the jurisdiction of the United States
at any designated place of hearing. .

(¢) In case of contumacy by, or refusal to obey a subpena issued to, any per-
son, the Commission may invoke the aid of any court of the United States within
the jurisdietion of which such investigation or proceeding is carried on, or where
such person resides or carries on business, in requiring the attendance and testi-

mony of witnesses and the production of books, papers, correspondence, memo-

randa, contracts, agreements, and other records. Anq st_xch court may issue an
order requiring such person to appear before the Commission or member or officer
designated by the Commission, there to produce records, if so ordered, or to give

.
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testimony touching the matter under investigation or in question; any failure to
obey such order of the court may be punished by such court as a contempt thereof.
All process in any such case may be served in the judicial district whereof such
person is an inhabitant or wherever he may be found. Any person who without
just cause shall fail or refuse to attend and testify or to answer any lawful in-
quiry or to produce books, papers, correspondence, memoranda, contracts, agree-
ments, or other records, if in his or its power so to do, in obedience to the subpena
of the Commission, shall be guilty of a misdemeanor, and upon conviction shall
be subject to a fine of not more than $1,000 or to imprisonment for a term of not
more than one year, or both.

(d) No person shall be excused from attending and testifying or from producing
books, papers, correspondence, memoranda, contracts, agreements, or other
records and documents before the Commission, or in obedience to the subpena of
the Commission or any member thereof or any officer designated by it, or in any
cause or proceeding instituted by the Commission, on the ground that the testi-
mony or evidence, documentary or otherwise, required of him may tend to in-
criminate -him or subject him to a penalty or forfeiture; but no individual shall be
prosecuted or subject to any penalty or forfeiture for or on account of any trans-
action, matter, or thing concerning which he is compelled to testify or produce
evidence, documentary or otherwise, after having claimed his privilege against
self-inerimination, except that such individual so testifying shall not be exempt
from prosecution and punishment for perjury committed in so testifying.

() Whenever it shall appear to the Commission that any person has engaged
or is about to engage in any act or practice constituting a violation of any provision
of this title, or of any rule, regulation, or order hereunder, it may in its discretion
bring an action in the proper distriet court of the United States, or the proper
United States court of any Territory or other place subject to the jurisdiction of
the United States, to enjoin such acts or practices and to enforce compliance with
this title or any rule, regulation, or order hereunder. Upon a showing that such
person has engaged or is about to engage in any such act or practice, a permanent
or temporary injunction or decree or restraining order shall be granted without
bond. In any proceeding under this subsection to enforee compliance with sec-
tion 7, the court as a court of equity may, to the extent it deems necessary or
appropriate, take exclusive jurisdiction and possession of the investment com-
pany or companies involved and the books, records, and assets thereof, wherever
located; and the court shall have jurisdiction to appoint a trustee, who with the
approval of the court shall have power to dispose of any or all of such assets,
subject to such terms and conditions as the court may prescribe. The Commis-
sion may transmit such evidence as may be available concerning any violation
of the provisious of this title, or of any rule, regulation, or order thercunder, to
the Attorney General, who, in his discretion, may institute the appropriate
criminal proceedings under this title.

COURT REVIEW OF ORDERS

Sec. 43. (a) Any person or party aggrieved by an order issued by the Com-
mission under this title may obtain a review of such order in the eircuit court of
appeals of the United States within any ecircuit wherein such person resides or
has his principal place of business, or in the United States Court of Appeals for the
District of Columbia, by filing in such court, within sixty days after the entry of
such order, a written petition praying that the order of the Commission be modi-
fied or set aside in whole or in part. A copy of such petition shall be forthwith
served upon any member of the Commission, or upon any officer thereof desig-
nated by the Commission for that purpose, and thereupon the Commission shall
certify and file in the court a transeript of the record upon which the order com-
plained of was entered. Upon the filing of such transeript such court shall have
exclusive jurisdiction to affirm, modify, or set aside such order, in whole or in part.
No objection to the order of the Commission shall be considered by the eourt
unless such objection shall have been urged before the Commission or unless
there were reasonable grounds for failure so to do. The findings of the Commission
as to the facts, if supported by substantial evidence, shall be conclusive. If
application is made to the court for leave to adduce additional evidence, and it is
shown to the satisfaction of the court that such additional evidence is material
and that there were reasonable grounds for failure to adduce such evidence in the
proceeding before the Commission, the court may order such additional evidence
to be taken before the Commission and to be adduced upon the hearing in sueh
manner and upon such terms and conditions as to the ecourt may seem proper.
The Commission may modify its findings as to the facts by reason of the additional
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evidence so taken, and it shall file with the court such modified or new findings,
which, if supported by substantial evidence, shall be conclusive, and its recom-
mendation, if any, for the modification or setting aside of the original order. The
judgment and decree of the court affirming, modifying, or s2tting aside, in whole
or in part, any such order of the Commission shall be final, subject to review by
the Supreme Court of the United States upon certiorari or certification as provided
in sections 239 and 240 of the Judicial Code, as amended.

(b) The commencement of proceedings under subsection (a) to review an order
of the Commission issued under section 8 (e) shall operate as a stay of the Com-
mission’s order unless the court otherwise orders. The ecommencement of pro-
ceedings under subsection (a) to review an order of the Commission issued under
any provision of this title other than section 8 (e) shall not operate as a stay of
the Commission’s order unless the court specifically so orders.

JURISDICTION OF OFFENSES AND SUITS

Sec. 44. The district courts of the United States and the United States courts
of any Territory or other place subject to the jurisdiction of the United States
shall have jurisdiction of violations of this title or the rules, regulations, or orders
thereunder, and, concurrently with State and Territorial courts, of all suits in
equity and actions at law brought to enforce any liability or duty created by, or
to enjoin any violation of, this title or the rules, regulations, or orders thereunder.
Any criminal proceeding may be brought in the district wherein any act or trans-
action constituting the violation occurred. A criminal proceeding based upon a
violation of section 34, or upon a failure to file a report or other document required
to be filed under this title, may be brought in the district wherein the defendant
is an inhabitant or maintains his principal office or place of business. Any suit
or action to enforce any liability or duty created by, or to enjoin any violation of,
this title or rules, regulations, or orders thereunder, may be brought in any such
district or in the district wherein the defendant is an inhabitant or transacts
business, and proeess in such cases may be served in any district of which the
defendant is an inhabitant or transacts business or wherever the defendant may
be found. Judgments and decrees so rendered shall be subject to review as pro-
vided in sections 128 and 240 of the Judicial Code, as amended, and section 7,
as amended, of the Act entitled “An Act to establish a court of appeals for the
District of Columbia”’, approved February 9, 1893. No costs shall be assessed
for or against the Commission in any proceeding under this title brought by or
against the Commission in any court.

INFORMATION FILED WITH COMMISSION

SEc. 45. (a) The information contained in any registration statement, applica-
tion, report, or other document filed with the Commission pursuant to any pro-
vision of this title or of any rule or regulation thereunder (as distinguished from
any information or document transmitted to the Commission) shall be made
available to the publie, unless and except insofar as the Commission, by rules and
regulations upon its own motion, or by order upon application, finds that public
disclosure is neither necessary nor appropriate in the public interest or for the pro-
tection of investors. It shall be unlawful for any member, officer, or employee of
the Commission to use for personal benefit, or to disclose to any person other than
an official or employee of the United States or of a State, for official use, or for any
such official or employee to use for personal benefit, any information contained
in any document so filed or transmitted, if such information is not available to
the public.

(b) Photostatic or other copies of information contained in documents filed
with the Commission under this title and made available to the public shall be
furnished any person at such reasonable charge and under such reasonable
limitations as the Commission shall preseribe.

ANNUAL REPORTS OF COMMISSION; EMPLOYEES OF THE COMMISSION

Skc. 46. (a) The Commission shall submit annually a report to the Congress
covering the work of the Commission for the preceding year and including such
information, data, and recommendations for further legislation in connection
with the matters covered by this title as it may find advisable.

(b) For the purposes of this title, the Commission may select, employ, and fix
the compensation of such attorneys, examiners, and other experts as shall be
necessary for the transaction of the business of the Commission in respect of
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this title without regard to the provisions of other laws applicable to the employ-
ment and compensation of officers or employees of the United States; and the
Commission may, subject to the civil-service laws, appoint such other officers
and employees as are necessary in the execution of the functions of the Commis-
sion and fix their salaries in accordance with the Classification Act of 1923, as
amended.

VALIDITY OF CONTRACTS

SwEc. 47. (a) Any condition, stipulation, or provision binding any person to
waive compliance with any provision of this title or with any rule, regulation, or
order thereunder shall be void.

(b) Every contract made in violation of any provision of this title or of any
rule, regulation, or order thereunder, and every contract heretofore or hereafter
made, the performance of which involves the violation of, or the continuance of
any relationship or practice in violation of, any provision of this title, or any rule,
regulation, or order thereunder, shall be void (1) as regards the rights of any per-
son who, in violation of any such provision, rule, regulation, or order, shall have
made or engaged in the performance of any such contract, and (2) as regards the
rights of any person who, not being a party to such contract, shall have acquired
any right thereunder with actual knowledge of the facts by reason of which the
making or performance of such contract was in violation of any such provision,
rule, regulation, or order.

LIABILITY OF CONTROLLING PERSONS; PREVENTING COMPLIANCE WITH TITLE

Sec. 48. (a) It shall be unlawful for any person, directly or indirectly, to cause
to be done any act or thing through or by means of any other person which it would
be unlawful for such person to do under the provisions of this title or anv rule,
regulation, or order thereunder.

(b) It shall be unlawful for any person without just cause to hinder, delay, or
obstruet the making, filing, or keeping of any information, document, report,
record, or account required to he made, filed, or kept under any provision of this
title or any rule, regulation, or order thereunder.

PENALTIES

Sec. 49. Any person who willfully violates any provision of this title or of any
rule, regulation, or order hereunder, or any person who willfully in any registration
statement, application, report, account, record, or other document filed or trans-
mitted pursuant to this title or the keeping of which is required pursuant to
section 31 (a) makes any untrue statement of a material fact or omits to state any
material faet necessary in order to prevent the statements made therein from being
materially misleading, shall upon conviction be fined not more than $10,000 or
imprisoned not more than two years, or both; but no person shall be convicted
under this section for the violation of any rule, regulation, or order if he proves that
he had no actual knowledge of such rule, regulation, or order.

EFFECT ON EXISTING LAW

Sec. 50. Except where specific provision is made to the contrary, nothing in
this title shall affect (1) the jurisdiction of the Commission under the Securities
Act of 1933, the Securities Exchange Act of 1934, the Public Utility Holding
Company Act of 1935, the Trust Indenture Act of 1939, or title 11 of this Act, over
any person, security, or transaction, or (2) the rights, obligations, duties, or liabil-
ities of any person under such Acts; nor shall anything in this title affect the
jurisdiction of any other commission, board, agency, or officer of the United
States or of any State or political subdivision of any State, over any person,
security, or transaction, insofar as such jurisdiction does not conflict with any
provision of this title or of any rule, regulation, or order hereunder.

SEPARABILITY OF PROVISIONS

Sgec. 51. If any provision of this title or any provision incorporated in this title
by reference, or the application of any such provision to any person or circum-
stances, shall be held invalid, the remainder of this title and the application of
any such provision to person or circumstances other than those as to which it is
held invalid shall not be affected thereby.
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SHORT TITLE
Sec. 52. This title may be eited as the “Investment Company Act of 19407,

EFFECTIVE DATE

SEc. 53. The effective date of the provisions of this title, so far as the same
relate to face-amount certificates or to face-amount certificate companies, is
January 1, 1941: Provided, however, That any such face-amount certificate com-
pany may register prior to said date, as provided by section 8 of this title, and such
registration shall not operate to change or affect said effective date as to any such
company or any face-amount certificates issued by it. The effective date of
provisions hereof, insofar as the same do not apply to face-amount certificates or
face-amount certificate companies is November 1, 1940. Except as herein other-
wise provided, every provision of this title shall take effect on November 1, 1940.

TITLE II—INVESTMENT ADVISERS
FINDINGS

Sec. 201. Upon the basis of facts disclosed by the record and report of the
Securities and Exchange Commission made pursuant to section 30 of the Public
Utility Holding Company Act of 1935, and facts otherwise disclosed and ascer-
tained, it is hereby found that investment advisers are of national concern, in
that, among other things—

(1) their advice, counsel, publications, writings, analyses, and reports are
furnished and distributed, and their contracts, subscription agreements, and
other arrangements with clients are negotiated and performed, by the use
of the mails and means and instrumentalities of interstate commerce;

(2) their advice, counsel, publications, writings, analyses, and reports
customarily relate to the purchase and sale of securities traded on national
securities exchanges and in interstate over-the-counter markets, securities
issued by companies engaged in business in interstate commerce, and securi-
ties issued by national banks and member banks of the Federal Reserve
System; and

(3) the foregoing transactions occur in such volume as substantially to
affect interstate commerce, national securities exchanges, and other securities
markets, the national banking system and the national economy.

DEFINITIONS

SEc. 202. (a) When used in this title, unless the context otherwise requires—

(1) “Assignment’ includes any direct or indirect transfer or hypothecation of
an investment advisory coutract by the assignor or of a controlling block of the
assignor’'s outstanding voting securities by a security holder of the assignor;
but if the investment adviser is a partnership, no assignment of an investment
advisory contract shall be deemed to result from the death or withdrawal of a
minority of the members of the investment adviser having only a minority
interest in the business of the investment adviser, or from the admission to the
investment adviser of one or more members who, after such admission, shall be
only a minority of the members and shall have only & minority interest in the
business.

(2) “Bank” means (A) & banking institution organized under the laws of the
United States, (B) a members bank of the Federal Reserve System, (C) any other
banking institution, whether incorporated or not, doing business under the laws
of any State or of the United States, a substantial portion of the business of which
consists of receiving deposits or exercising fiduciary powers similar to those per-
mitted to national banks under section 11 (k) of the Federal Reserve Act, as
amended, and which is supervised and examined by State or Federal authority
having supervision over banks, and which is not operated for the purpose of
evading the provisions of this title, and (D) a receiver, conservator, or other liqui-
dating agent of any institution or firm included in olauses (A), (B), or (C) of this
paragraph. . .

(3) “Broker’’ means any person engaged in the business of effecting transactions
in securities for the account of others, but does not include a bank.

(4) “Commission”” means the Securities and Exchange Commission. .

(5) “Company’’means a corporation, a partnership, an association, a joint-
stock company, a trust, or any organized group of persons, yvhether incorporated
or not; or any receiver, trustee in bankruptey, or similar official, or any liquidating
agent for any of the foregoing, in his capacity as such.




