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copies as the Commission is authorized to re-
quire under subsection (b). 

(d) Registration of unit investment trusts 

If the registrant is a unit investment trust 
substantially all of the assets of which are secu-
rities issued by another registered investment 
company, the Commission is authorized to pre-
scribe for the registrant, by rules and regula-
tions or order, a registration statement which 
eliminates inappropriate duplication of informa-
tion contained in the registration statement 
filed under this section by such other invest-
ment company. 

(e) Failure to file registration statement or omis-
sions of material fact 

If it appears to the Commission that a reg-
istered investment company has failed to file 
the registration statement required by this sec-
tion or a report required pursuant to section 
80a–29 (a) or (b) of this title, or has filed such a 
registration statement or report but omitted 
therefrom material facts required to be stated 
therein, or has filed such a registration state-
ment or report in violation of section 80a–33(b) 
of this title, the Commission shall notify such 
company by registered mail or by certified mail 
of the failure to file such registration statement 
or report, or of the respects in which such reg-
istration statement or report appears to be ma-
terially incomplete or misleading, as the case 
may be, and shall fix a date (in no event earlier 
than thirty days after the mailing of such no-
tice) prior to which such company may file such 
registration statement or report or correct the 
same. If such registration statement or report is 
not filed or corrected within the time so fixed by 
the Commission or any extension thereof, the 
Commission, after appropriate notice and oppor-
tunity for hearing, and upon such conditions and 
with such exemptions as it deems appropriate 
for the protection of investors, may by order 
suspend the registration of such company until 
such statement or report is filed or corrected, or 
may by order revoke such registration, if the 
evidence establishes— 

(1) that such company has failed to file a 
registration statement required by this sec-
tion or a report required pursuant to section 
80a–29(a) or (b) of this title, or has filed such 
a registration statement or report but omitted 
therefrom material facts required to be stated 
therein, or has filed such a registration state-
ment or report in violation of section 80a–33(b) 
of this title; and 

(2) that such suspension or revocation is in 
the public interest. 

(f) Cessation of existence as investment company 

Whenever the Commission, on its own motion 
or upon application, finds that a registered in-
vestment company has ceased to be an invest-
ment company, it shall so declare by order and 
upon the taking effect of such order the reg-
istration of such company shall cease to be in 
effect. If necessary for the protection of inves-
tors, an order under this subsection may be 
made upon appropriate conditions. The Commis-
sion’s denial of any application under this sub-
section shall be by order. 

(Aug. 22, 1940, ch. 686, title I, § 8, 54 Stat. 803; 
Pub. L. 86–507, § 1(14), June 11, 1960, 74 Stat. 201; 
Pub. L. 91–547, § 3(c), Dec. 14, 1970, 84 Stat. 1415.) 

REFERENCES IN TEXT 

The Securities Act of 1933, referred to in subsecs. 

(b)(5) and (c)(1), is act May 27, 1933, ch. 38, title I, 48 

Stat. 74, as amended, 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. 

The Securities Exchange Act of 1934, referred to in 

subsecs. (b)(5) and (c)(1), is act June 6, 1934, ch. 404, 48 

Stat. 881, as amended, which is classified generally to 

2B (§ 78a et seq.) of this title. For complete classifica-

tion of this Act to the Code, see section 78a of this title 

and Tables. 

Words ‘‘such Act’’, referred to in subsec. (c)(1), mean 

the Securities Act of 1933 and the Securities Exchange 

Act of 1934, respectively. 

AMENDMENTS 

1970—Subsec. (b)(2). Pub. L. 91–547, § 3(c)(1), sub-

stituted ‘‘all investment policies of the registrant’’ and 

‘‘which are changeable only if authorized by share-

holder vote’’ for ‘‘the policy of the registrant in respect 

of matters’’ and ‘‘which the registrant deems matters 

of fundamental policy and elects to treat as such’’, re-

spectively. Former provisions are covered in par. (3). 

Subsec. (b)(3) to (5). Pub. L. 91–547, § 3(c)(2), (3), added 

par. (3) and redesignated former pars. (3) and (4) as (4) 

and (5), respectively. 

1960—Subsec. (e). Pub. L. 86–507 inserted ‘‘or by cer-

tified mail’’ after ‘‘registered mail’’. 

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. 

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–9. Ineligibility of certain affiliated persons 
and underwriters 

(a) Persons deemed ineligible for service with in-
vestment companies, etc.; investment adviser 

It shall be unlawful for any of the following 
persons to serve or act in the capacity of em-
ployee, officer, director, member of an advisory 
board, investment adviser, or depositor of any 
registered investment company, or principal un-
derwriter for any registered open-end company, 
registered unit investment trust, or registered 
face-amount certificate company: 

(1) any person who within 10 years has been 
convicted of any felony or misdemeanor in-
volving the purchase or sale of any security or 
arising out of such person’s conduct as an un-
derwriter, broker, dealer, investment adviser, 
municipal securities dealer, government secu-
rities broker, government securities dealer, 
bank, transfer agent, credit rating agency, or 
entity or person required to be registered 
under the Commodity Exchange Act [7 U.S.C. 
1 et seq.], or as an affiliated person, salesman, 
or employee of any investment company, 
bank, insurance company, or entity or person 
required to be registered under the Commod-
ity Exchange Act; 
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(2) any person who, by reason of any mis-
conduct, is permanently or temporarily en-
joined by order, judgment, or decree of any 
court of competent jurisdiction from acting as 
an underwriter, broker, dealer, investment ad-
viser, municipal securities dealer, government 
securities broker, government securities deal-
er, bank, transfer agent, credit rating agency, 
or entity or person required to be registered 
under the Commodity Exchange Act [7 U.S.C. 
1 et seq.], or as an affiliated person, salesman, 
or employee of any investment company, 
bank, insurance company, or entity or person 
required to be registered under the Commod-
ity Exchange Act, or from engaging in or con-
tinuing any conduct or practice in connection 
with any such activity or in connection with 
the purchase or sale of any security; or 

(3) a company any affiliated person of which 
is ineligible, by reason of paragraph (1) or (2) 
of this subsection, to serve or act in the fore-
going capacities. 

For the purposes of paragraphs (1) to (3) of this 
subsection, the term ‘‘investment adviser’’ shall 
include an investment adviser as defined in sub-
chapter II of this chapter. 

(b) Certain persons serving investment compa-
nies; administrative action of Commission 

The Commission may, after notice and oppor-
tunity for hearing, by order prohibit, condi-
tionally or unconditionally, either permanently 
or for such period of time as it in its discretion 
shall deem appropriate in the public interest, 
any person from serving or acting as an em-
ployee, officer, director, member of an advisory 
board, investment adviser or depositor of, or 
principal underwriter for, a registered invest-
ment company or affiliated person of such in-
vestment adviser, depositor, or principal under-
writer, if such person— 

(1) has willfully made or caused to be made 
in any registration statement, application or 
report filed with the Commission under this 
subchapter any statement which was at the 
time and in the light of the circumstances 
under which it was made false or misleading 
with respect to any material fact, or has omit-
ted to state in any such registration state-
ment, application, or report any material fact 
which was required to be stated therein; 

(2) has willfully violated any provision of the 
Securities Act of 1933 [15 U.S.C. 77a et seq.], or 
of the Securities Exchange Act of 1934 [15 
U.S.C. 78a et seq.], or of subchapter II of this 
chapter, or of this subchapter, or of the Com-
modity Exchange Act [7 U.S.C. 1 et seq.], or of 
any rule or regulation under any of such stat-
utes; 

(3) has willfully aided, abetted, counseled, 
commanded, induced, or procured the viola-
tion by any other person of the Securities Act 
of 1933 [15 U.S.C. 77a et seq.], or of the Securi-
ties Exchange Act of 1934 [15 U.S.C. 78a et 
seq.], or of subchapter II of this chapter, or of 
this subchapter, or of the Commodity Ex-
change Act [7 U.S.C. 1 et seq.], or of any rule 
or regulation under any of such statutes; 

(4) has been found by a foreign financial reg-
ulatory authority to have— 

(A) made or caused to be made in any ap-
plication for registration or report required 

to be filed with a foreign securities author-
ity, or in any proceeding before a foreign se-
curities authority with respect to registra-
tion, any statement that was at the time 
and in light of the circumstances under 
which it was made false or misleading with 
respect to any material fact, or has omitted 
to state in any application or report to a for-
eign securities authority any material fact 
that is required to be stated therein; 

(B) violated any foreign statute or regula-
tion regarding transactions in securities or 
contracts of sale of a commodity for future 
delivery traded on or subject to the rules of 
a contract market or any board of trade; or 

(C) aided, abetted, counseled, commanded, 
induced, or procured the violation by any 
other person of any foreign statute or regu-
lation regarding transactions in securities 
or contracts of sale of a commodity for fu-
ture delivery traded on or subject to the 
rules of a contract market or any board of 
trade; 

(5) within 10 years has been convicted by a 
foreign court of competent jurisdiction of a 
crime, however denominated by the laws of 
the relevant foreign government, that is sub-
stantially equivalent to an offense set forth in 
paragraph (1) of subsection (a); or 

(6) by reason of any misconduct, is tempo-
rarily or permanently enjoined by any foreign 
court of competent jurisdiction from acting in 
any of the capacities, set forth in paragraph 
(2) of subsection (a), or a substantially equiva-
lent foreign capacity, or from engaging in or 
continuing any conduct or practice in connec-
tion with any such activity or in connection 
with the purchase or sale of any security. 

(c) Application of ineligible person for exemption 

Any person who is ineligible, by reason of sub-
section (a), to serve or act in the capacities enu-
merated in such subsection, may file with the 
Commission an application for an exemption 
from the provisions of such subsection. The 
Commission shall by order grant such applica-
tion, either unconditionally or on an appro-
priate temporary or other conditional basis, if it 
is established that the prohibitions of such sub-
section (a) as applied to such person, are unduly 
or disproportionately severe or that the conduct 
of such person has been such as not to make it 
against the public interest or protection of in-
vestors to grant such application. 

(d) Money penalties in administrative proceed-
ings 

(1) Authority of Commission 

(A) In general 

In any proceeding instituted pursuant to 
subsection (b) against any person, the Com-
mission may impose a civil penalty if it 
finds, on the record after notice and oppor-
tunity for hearing, that such penalty is in 
the public interest, and that such person— 

(i) has willfully violated any provision of 
the Securities Act of 1933 [15 U.S.C. 77a et 
seq.], the Securities Exchange Act of 1934 
[15 U.S.C. 78a et seq.], subchapter II of this 
chapter, or this subchapter, or the rules or 
regulations thereunder; 
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1 So in original. The semicolon probably should be a period. 

(ii) has willfully aided, abetted, coun-
seled, commanded, induced, or procured 
such a violation by any other person; or 

(iii) has willfully made or caused to be 
made in any registration statement, appli-
cation, or report required to be filed with 
the Commission under this subchapter, 
any statement which was, at the time and 
in the light of the circumstances under 
which it was made, false or misleading 
with respect to any material fact, or has 
omitted to state in any such registration 
statement, application, or report any ma-
terial fact which was required to be stated 
therein; 1 

(B) Cease-and-desist proceedings 

In any proceeding instituted pursuant to 
subsection (f) against any person, the Com-
mission may impose a civil penalty if the 
Commission finds, on the record, after no-
tice and opportunity for hearing, that such 
person— 

(i) is violating or has violated any provi-
sion of this subchapter, or any rule or reg-
ulation issued under this subchapter; or 

(ii) is or was a cause of the violation of 
any provision of this subchapter, or any 
rule or regulation issued under this sub-
chapter. 

(2) Maximum amount of penalty 

(A) First tier 

The maximum amount of penalty for each 
act or omission described in paragraph (1) 
shall be $5,000 for a natural person or $50,000 
for any other person. 

(B) Second tier 

Notwithstanding subparagraph (A), the 
maximum amount of penalty for each such 
act or omission shall be $50,000 for a natural 
person or $250,000 for any other person if the 
act or omission described in paragraph (1) 
involved fraud, deceit, manipulation, or de-
liberate or reckless disregard of a regulatory 
requirement. 

(C) Third tier 

Notwithstanding subparagraphs (A) and 
(B), the maximum amount of penalty for 
each such act or omission shall be $100,000 
for a natural person or $500,000 for any other 
person if— 

(i) the act or omission described in para-
graph (1) involved fraud, deceit, manipula-
tion, or deliberate or reckless disregard of 
a regulatory requirement; and 

(ii) such act or omission directly or indi-
rectly resulted in substantial losses or cre-
ated a significant risk of substantial losses 
to other persons or resulted in substantial 
pecuniary gain to the person who commit-
ted the act or omission. 

(3) Determination of public interest 

In considering under this section whether a 
penalty is in the public interest, the Commis-
sion may consider— 

(A) whether the act or omission for which 
such penalty is assessed involved fraud, de-

ceit, manipulation, or deliberate or reckless 
disregard of a regulatory requirement; 

(B) the harm to other persons resulting ei-
ther directly or indirectly from such act or 
omission; 

(C) the extent to which any person was un-
justly enriched, taking into account any res-
titution made to persons injured by such be-
havior; 

(D) whether such person previously has 
been found by the Commission, another ap-
propriate regulatory agency, or a self-regu-
latory organization to have violated the 
Federal securities laws, State securities 
laws, or the rules of a self-regulatory organi-
zation, has been enjoined by a court of com-
petent jurisdiction from violations of such 
laws or rules, or has been convicted by a 
court of competent jurisdiction of violations 
of such laws or of any felony or mis-
demeanor described in section 80b–3(e)(2) of 
this title; 

(E) the need to deter such person and other 
persons from committing such acts or omis-
sions; and 

(F) such other matters as justice may re-
quire. 

(4) Evidence concerning ability to pay 

In any proceeding in which the Commission 
may impose a penalty under this section, a re-
spondent may present evidence of the respond-
ent’s ability to pay such penalty. The Com-
mission may, in its discretion, consider such 
evidence in determining whether such penalty 
is in the public interest. Such evidence may 
relate to the extent of such person’s ability to 
continue in business and the collectability of 
a penalty, taking into account any other 
claims of the United States or third parties 
upon such person’s assets and the amount of 
such person’s assets. 

(e) Authority to enter order requiring account-
ing and disgorgement 

In any proceeding in which the Commission 
may impose a penalty under this section, the 
Commission may enter an order requiring ac-
counting and disgorgement, including reason-
able interest. The Commission is authorized to 
adopt rules, regulations, and orders concerning 
payments to investors, rates of interest, periods 
of accrual, and such other matters as it deems 
appropriate to implement this subsection. 

(f) Cease-and-desist proceedings 

(1) Authority of Commission 

If the Commission finds, after notice and op-
portunity for hearing, that any person is vio-
lating, has violated, or is about to violate any 
provision of this subchapter, or any rule or 
regulation thereunder, the Commission may 
publish its findings and enter an order requir-
ing such person, and any other person that is, 
was, or would be a cause of the violation, due 
to an act or omission the person knew or 
should have known would contribute to such 
violation, to cease and desist from committing 
or causing such violation and any future viola-
tion of the same provision, rule, or regulation. 
Such order may, in addition to requiring a 
person to cease and desist from committing or 
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causing a violation, require such person to 
comply, or to take steps to effect compliance, 
with such provision, rule, or regulation, upon 
such terms and conditions and within such 
time as the Commission may specify in such 
order. Any such order may, as the Commission 
deems appropriate, require future compliance 
or steps to effect future compliance, either 
permanently or for such period of time as the 
Commission may specify, with such provision, 
rule, or regulation with respect to any secu-
rity, any issuer, or any other person. 

(2) Hearing 

The notice instituting proceedings pursuant 
to paragraph (1) shall fix a hearing date not 
earlier than 30 days nor later than 60 days 
after service of the notice unless an earlier or 
a later date is set by the Commission with the 
consent of any respondent so served. 

(3) Temporary order 

(A) In general 

Whenever the Commission determines that 
the alleged violation or threatened violation 
specified in the notice instituting proceed-
ings pursuant to paragraph (1), or the con-
tinuation thereof, is likely to result in sig-
nificant dissipation or conversion of assets, 
significant harm to investors, or substantial 
harm to the public interest, including, but 
not limited to, losses to the Securities In-
vestor Protection Corporation, prior to the 
completion of the proceeding, the Commis-
sion may enter a temporary order requiring 
the respondent to cease and desist from the 
violation or threatened violation and to 
take such action to prevent the violation or 
threatened violation and to prevent dissipa-
tion or conversion of assets, significant 
harm to investors, or substantial harm to 
the public interest as the Commission deems 
appropriate pending completion of such pro-
ceedings. Such an order shall be entered 
only after notice and opportunity for a hear-
ing, unless the Commission, notwithstanding 
section 80a–39(a) of this title, determines 
that notice and hearing prior to entry would 
be impracticable or contrary to the public 
interest. A temporary order shall become ef-
fective upon service upon the respondent 
and, unless set aside, limited, or suspended 
by the Commission or a court of competent 
jurisdiction, shall remain effective and en-
forceable pending the completion of the pro-
ceedings. 

(B) Applicability 

This paragraph shall apply only to a re-
spondent that acts, or, at the time of the al-
leged misconduct acted, as a broker, dealer, 
investment adviser, investment company, 
municipal securities dealer, government se-
curities broker, government securities deal-
er, or transfer agent, or is, or was at the 
time of the alleged misconduct, an associ-
ated person of, or a person seeking to be-
come associated with, any of the foregoing. 

(4) Review of temporary orders 

(A) Commission review 

At any time after the respondent has been 
served with a temporary cease-and-desist 

order pursuant to paragraph (3), the respond-
ent may apply to the Commission to have 
the order set aside, limited, or suspended. If 
the respondent has been served with a tem-
porary cease-and-desist order entered with-
out a prior Commission hearing, the re-
spondent may, within 10 days after the date 
on which the order was served, request a 
hearing on such application and the Com-
mission shall hold a hearing and render a de-
cision on such application at the earliest 
possible time. 

(B) Judicial review 

Within— 
(i) 10 days after the date the respondent 

was served with a temporary cease-and-de-
sist order entered with a prior Commission 
hearing, or 

(ii) 10 days after the Commission renders 
a decision on an application and hearing 
under subparagraph (A), with respect to 
any temporary cease-and-desist order en-
tered without a prior Commission hearing, 

the respondent may apply to the United 
States district court for the district in 
which the respondent resides or has its prin-
cipal place of business, or for the District of 
Columbia, for an order setting aside, limit-
ing, or suspending the effectiveness or en-
forcement of the order, and the court shall 
have jurisdiction to enter such an order. A 
respondent served with a temporary cease- 
and-desist order entered without a prior 
Commission hearing may not apply to the 
court except after hearing and decision by 
the Commission on the respondent’s applica-
tion under subparagraph (A) of this para-
graph. 

(C) No automatic stay of temporary order 

The commencement of proceedings under 
subparagraph (B) of this paragraph shall not, 
unless specifically ordered by the court, op-
erate as a stay of the Commission’s order. 

(D) Exclusive review 

Section 80a–42 of this title shall not apply 
to a temporary order entered pursuant to 
this section. 

(5) Authority to enter order requiring account-
ing and disgorgement 

In any cease-and-desist proceeding under 
subsection (f)(1), the Commission may enter 
an order requiring accounting and dis-
gorgement, including reasonable interest. The 
Commission is authorized to adopt rules, regu-
lations, and orders concerning payments to in-
vestors, rates of interest, periods of accrual, 
and such other matters as it deems appro-
priate to implement this subsection. 

(g) Corporate or other trustees performing func-
tions of investment advisers 

For the purposes of this section, the term ‘‘in-
vestment adviser’’ includes a corporate or other 
trustee performing the functions of an invest-
ment adviser. 

(Aug. 22, 1940, ch. 686, title I, § 9, 54 Stat. 805; 
Pub. L. 91–547, § 4, Dec. 14, 1970, 84 Stat. 1415; 
Pub. L. 94–29, § 28(6), June 4, 1975, 89 Stat. 166; 
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Pub. L. 99–571, title I, § 102(l), Oct. 28, 1986, 100 
Stat. 3220; Pub. L. 100–181, title VI, § 609, Dec. 4, 
1987, 101 Stat. 1261; Pub. L. 101–429, title III, § 301, 
Oct. 15, 1990, 104 Stat. 941; Pub. L. 101–550, title 
II, § 205(a), Nov. 15, 1990, 104 Stat. 2718; Pub. L. 
106–102, title II, § 222, Nov. 12, 1999, 113 Stat. 1401; 
Pub. L. 109–291, § 4(b)(2)(B), Sept. 29, 2006, 120 
Stat. 1337; Pub. L. 111–203, title IX, §§ 929P(a)(3), 
985(d)(2), July 21, 2010, 124 Stat. 1863, 1934.) 

REFERENCES IN TEXT 

The Commodity Exchange Act, referred to in subsecs. 

(a)(1), (2) and (b)(2), (3), is act Sept. 21, 1922, ch. 369, 42 

Stat. 998, which is classified generally to chapter 1 (§ 1 

et seq.) of Title 7, Agriculture. For complete classifica-

tion of this Act to the Code, see section 1 of Title 7 and 

Tables. 

The Securities Act of 1933, referred to in subsecs. 

(b)(2), (3) and (d)(1)(A)(i), is act May 27, 1933, ch. 38, title 

I, 48 Stat. 74, which is classified generally to sub-

chapter I (§ 77a et seq.) of chapter 2A of this title. For 

complete classification of this Act to the Code, see sec-

tion 77a of this title and Tables. 

The Securities Exchange Act of 1934, referred to in 

subsecs. (b)(2), (3) and (d)(1)(A)(i), is act June 6, 1934, ch. 

404, 48 Stat. 881, which is classified generally to 2B 

(§ 78a et seq.) of this title. For complete classification 

of this Act to the Code, see section 78a of this title and 

Tables. 

AMENDMENTS 

2010—Subsec. (b)(4)(B). Pub. L. 111–203, § 985(d)(2), in-

serted ‘‘or’’ at end. 

Subsec. (d)(1). Pub. L. 111–203, § 929P(a)(3), designated 

existing provisions as subpar. (A) and inserted heading, 

inserted ‘‘that such penalty is in the public interest, 

and’’ after ‘‘opportunity for hearing,’’ in introductory 

provisions, redesignated former subpars. (A) to (C) as 

cls. (i) to (iii), respectively, and realigned margins, 

struck out concluding provisions which read ‘‘and that 

such penalty is in the public interest.’’, and added sub-

par. (B). 

2006—Subsec. (a). Pub. L. 109–291 inserted ‘‘credit rat-

ing agency,’’ after ‘‘transfer agent,’’ in pars. (1) and (2). 

1999—Subsec. (a)(1), (2). Pub. L. 106–102 substituted 

‘‘securities dealer, bank, transfer agent,’’ for ‘‘securi-

ties dealer, transfer agent,’’. 

1990—Subsec. (b)(4) to (6). Pub. L. 101–550 added pars. 

(4) to (6). 

Subsecs. (d) to (f). Pub. L. 101–429, § 301(1), (2), added 

subsecs. (d) to (f) and redesignated former subsec. (d) as 

(g). 

Subsec. (g). Pub. L. 101–429, § 301(3), which directed 

the striking out of ‘‘subsections (a) through (c) of’’ 

after ‘‘the purposes of’’, was executed by striking out 

‘‘subsection (a) through (c) of’’ as the probable intent of 

Congress. 

Pub. L. 101–429, § 301(1), redesignated subsec. (d) as (g). 

1987—Subsec. (a)(1), (2). Pub. L. 100–181 amended pars. 

(1) and (2) generally. Prior to amendment, pars. (1) and 

(2) read as follows: 

‘‘(1) any person who within 10 years has been con-

victed of any felony or misdemeanor involving the pur-

chase or sale of any security or arising out of such per-

son’s conduct as an underwriter, broker, dealer, invest-

ment adviser, municipal securities dealer, government 

securities broker, government securities dealer, or en-

tity or person required to be registered under the Com-

modity Exchange Act, or as an affiliated person, sales-

man, or employee of any investment company, bank, 

insurance company, or entity or person required to be 

registered under the Commodity Exchange Act; 

‘‘(2) any person who, by reason of any misconduct, is 

permanently or temporarily enjoined by order, judg-

ment, or decree of any court of competent jurisdiction 

from acting as an underwriter, broker, dealer, invest-

ment adviser, municipal securities dealer, government 

securities broker, government securities dealer, or en-

tity or person required to be registered under the Com-

modity Exchange Act, or as an affiliated person, sales-

man, or employee of any investment company, bank, 

insurance company, or entity or person required to be 

registered under the Commodity Exchange Act, or from 

engaging in or continuing any conduct or practice in 

connection with any such activity or in connection 

with the purchase or sale of any security; or’’. 

1986—Subsec. (a)(1), (2). Pub. L. 99–571, § 102(l)(1), in-

serted pars. (1) and (2) and struck out former pars. (1) 

and (2) which read as follows: 

‘‘(1) any person who within ten years has been con-

victed of any felony or misdemeanor involving the pur-

chase or sale of any security or arising out of such per-

son’s conduct as an underwriter, broker, dealer, or in-

vestment adviser, or as an affiliated person, salesman, 

or employee of any investment company, bank, or in-

surance company; 

‘‘(2) any person who, by reason of any misconduct, is 

permanently or temporarily enjoined by order, judg-

ment, or decree of any court of competent jurisdiction 

from acting as an underwriter, broker, dealer, or in-

vestment adviser, or as an affiliated person, salesman, 

or employee of any investment company, bank, or in-

surance company, or from engaging in or continuing 

any conduct or practice in connection with any such 

activity or in connection with the purchase or sale of 

any security; or’’. 

Subsec. (b)(2), (3). Pub. L. 99–571, § 102(l)(2), (3), in-

serted reference to Commodity Exchange Act. 

1975—Subsec. (d). Pub. L. 94–29 added subsec. (d). 

1970—Subsec. (a). Pub. L. 91–547, § 4(a), inserted ‘‘em-

ployee,’’ before ‘‘officer’’ in introductory text. 

Subsecs. (b), (c). Pub. L. 91–547, § 4(b), added subsec. 

(b) and redesignated former subsec. (b) as (c). 

EFFECTIVE DATE OF 2010 AMENDMENT 

Amendment by Pub. L. 111–203 effective 1 day after 

July 21, 2010, except as otherwise provided, see section 

4 of Pub. L. 111–203, set out as an Effective Date note 

under section 5301 of Title 12, Banks and Banking. 

EFFECTIVE DATE OF 1999 AMENDMENT 

Amendment by Pub. L. 106–102 effective 18 months 

after Nov. 12, 1999, see section 225 of Pub. L. 106–102, set 

out as a note under section 77c of this title. 

EFFECTIVE DATE OF 1990 AMENDMENT 

Amendment by Pub. L. 101–429 effective Oct. 15, 1990, 

with provisions relating to civil penalties and account-

ing and disgorgement, see section 1(c)(1), (2) of Pub. L. 

101–429, set out in a note under section 77g of this title. 

EFFECTIVE DATE OF 1986 AMENDMENT 

Amendment by Pub. L. 99–571 effective 270 days after 

Oct. 28, 1986, see section 401 of Pub. L. 99–571, set out as 

an Effective Date note under section 78o–5 of this title. 

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 Dec. 14, 1970, 

see section 30 of Pub. L. 91–547, set out as a note under 

section 80a–52 of this title. 

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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1 So in original. 

§ 80a–10. Affiliations or interest of directors, offi-
cers, and employees 

(a) Interested persons of company who may 
serve on board of directors 

No registered investment company shall have 
a board of directors more than 60 per centum of 
the members of which are persons who are inter-
ested persons of such registered company. 

(b) Employment and use of directors, officers, 
etc., as regular broker, principal under-
writer, or investment banker 

No registered investment company shall— 
(1) employ as regular broker any director, 

officer, or employee of such registered com-
pany, or any person of which any such direc-
tor, officer, or employee is an affiliated per-
son, unless a majority of the board of directors 
of such registered company shall be persons 
who are not such brokers or affiliated persons 
of any of such brokers; 

(2) use as a principal underwriter of securi-
ties issued by it any director, officer, or em-
ployee of such registered company or any per-
son of which any such director, officer, or em-
ployee is an interested person, unless a major-
ity of the board of directors of such registered 
company shall be persons who are not such 
principal underwriters or interested persons of 
any of such principal underwriters; or 

(3) have as director, officer, or employee any 
investment banker, or any affiliated person of 
an investment banker, unless a majority of 
the board of directors of such registered com-
pany shall be persons who are not investment 
bankers or affiliated persons of any invest-
ment banker. For the purposes of this para-
graph, a person shall not be deemed an affili-
ated person of an investment banker solely by 
reason of the fact that he is an affiliated per-
son of a company of the character described in 
section 80a–12(d)(3)(A) and (B) of this title. 

(c) Officers, directors, or employees of one bank 
or bank holding company as majority of 
board of directors of company; exceptions 

No registered investment company shall have 
a majority of its board of directors consisting of 
persons who are officers, directors, or employees 
of any one bank (together with its affiliates and 
subsidiaries) or any one bank holding company 
(together with its affiliates and subsidiaries) (as 
such terms are defined in section 1841 of title 12) 
or any one savings and loan holding company, 
together with its affiliates and subsidiaries (as 
such terms are defined in section 1467a of title 
12),,1 except that, if on March 15, 1940, any reg-
istered investment company had a majority of 
its directors consisting of persons who are direc-
tors, officers, or employees of any one bank, 
such company may continue to have the same 
percentage of its board of directors consisting of 
persons who are directors, officers, or employees 
of such bank. 

(d) Exception to limitation of number of inter-
ested persons who may serve on board of di-
rectors 

Notwithstanding subsections (a) and (b)(2) of 
this section, a registered investment company 

may have a board of directors all the members 
of which, except one, are interested persons of 
the investment adviser of such company, or are 
officers or employees of such company, if— 

(1) such investment company is an open-end 
company; 

(2) such investment adviser is registered 
under subchapter II of this chapter and is en-
gaged principally in the business of rendering 
investment supervisory services as defined in 
subchapter II; 

(3) no sales load is charged on securities is-
sued by such investment company; 

(4) any premium over net asset value 
charged by such company upon the issuance of 
any such security, plus any discount from net 
asset value charged on redemption thereof, 
shall not in the aggregate exceed 2 per cen-
tum; 

(5) no sales or promotion expenses are in-
curred by such registered company; but ex-
penses incurred in complying with laws regu-
lating the issue or sale of securities shall not 
be deemed sales or promotion expenses; 

(6) such investment adviser is the only in-
vestment adviser to such investment com-
pany, and such investment adviser does not re-
ceive a management fee exceeding 1 per cen-
tum per annum of the value of such company’s 
net assets averaged over the year or taken as 
of a definite date or dates within the year; 

(7) all executive salaries and executive ex-
penses and office rent of such investment com-
pany are paid by such investment adviser; and 

(8) such investment company has only one 
class of securities outstanding, each unit of 
which has equal voting rights with every other 
unit. 

(e) Death, disqualification, or resignation of di-
rectors as suspension of limitation provisions 

If by reason of the death, disqualification, or 
bona fide resignation of any director or direc-
tors, the requirements of the foregoing provi-
sions of this section or of section 80a–15(f)(1) of 
this title in respect of directors shall not be met 
by a registered investment company, the oper-
ation of such provision shall be suspended as to 
such registered company— 

(1) for a period of thirty days if the vacancy 
or vacancies may be filled by action of the 
board of directors; 

(2) for a period of sixty days if a vote of 
stockholders is required to fill the vacancy or 
vacancies; or 

(3) for such longer period as the Commission 
may prescribe, by rules and regulations upon 
its own motion or by order upon application, 
as not inconsistent with the protection of in-
vestors. 

(f) Officer, director, etc., of company acting as 
principal underwriter of security acquired 
by company 

No registered investment company shall 
knowingly purchase or otherwise acquire, dur-
ing the existence of any underwriting or selling 
syndicate, any security (except a security of 
which such company is the issuer) a principal 
underwriter of which is an officer, director, 
member of an advisory board, investment ad-
viser, or employee of such registered company, 
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