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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
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, b4 Stat. 800;
Pub. L. 100-181, title VI, §607, Dec. 4, 1987, 101
Stat. 1261.)

Editorial Notes

AMENDMENTS

1987—Subsec. (a)(2). Pub. L.
“Closed-end” for ‘‘Close-end’’.

100-181 substituted
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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
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-

1See References in Text note below.
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