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Subsec. (d). Pub. L. 91–547, § 5(d), reenacted provisions 
except for substitution of ‘‘interested persons’’ for ‘‘af-
filiated persons’’ in introductory text, deletion of ‘‘such 
investment adviser’’ before ‘‘is engaged’’ in item (2), 
and substitution of ‘‘class of securities’’ for ‘‘class of 
stock’’ and ‘‘unit’’ for ‘‘share’’ in two places in item (8). 

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 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 

For effective date of amendment by Pub. L. 91–547, 
see section 30 (introductory text and pars. (1) and (2)) 
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–11. Offers to exchange securities 

(a) Approval by Commission for exchanges of se-
curities on basis other than relative net asset 
value 

It shall be unlawful for any registered open- 
end company or any principal underwriter for 
such a company to make or cause to be made an 
offer to the holder of a security of such company 
or of any other open-end investment company to 
exchange his security for a security in the same 
or another such company on any basis other 
than the relative net asset values of the respec-
tive securities to be exchanged, unless the terms 
of the offer have first been submitted to and ap-
proved by the Commission or are in accordance 
with such rules and regulations as the Commis-
sion may have prescribed in respect of such of-
fers which are in effect at the time such offer is 
made. For the purposes of this section, (A) an 
offer by a principal underwriter means an offer 
communicated to holders of securities of a class 
or series but does not include an offer made by 
such principal underwriter to an individual in-
vestor in the course of a retail business con-
ducted by such principal underwriter, and (B) 
the net asset value means the net asset value 
which is in effect for the purpose of determining 
the price at which the securities, or class or se-
ries of securities involved, are offered for sale to 
the public either (1) at the time of the receipt by 
the offeror of the acceptance of the offer or (2) 
at such later times as is specified in the offer. 

(b) Application of section to offers pursuant to 
plan of reorganization 

The provisions of this section shall not apply 
to any offer made pursuant to any plan of reor-
ganization, which is submitted to and requires 
the approval of the holders of at least a major-
ity of the outstanding shares of the class or se-
ries to which the security owned by the offeree 
belongs. 

(c) Application of section to specific exchange of-
fers 

The provisions of subsection (a) of this section 
shall be applicable, irrespective of the basis of 
exchange, (1) to any offer of exchange of any se-
curity of a registered open-end company for a 
security of a registered unit investment trust or 
registered face-amount certificate company; and 
(2) to any type of offer of exchange of the securi-
ties of registered unit investment trusts or reg-
istered face-amount certificate companies for 
the securities of any other investment company. 

(Aug. 22, 1940, ch. 686, title I, § 11, 54 Stat. 808; 
Pub. L. 91–547, § 6, Dec. 14, 1970, 84 Stat. 1417.) 

AMENDMENTS 

1970—Subsec. (b). Pub. L. 91–547 struck out item (1) 
designation of existing provisions and item (2) provi-
sion for nonapplication of this section to any offer 
made pursuant to the right of conversion, at the option 
of the holder, from one class or series into another 
class or series of securities issued by the same company 
upon such terms as are specified in the charter, certifi-
cate of incorporation, articles of association, by-laws, 
or trust indenture subject to which the securities to be 
converted were issued or are to be issued. 

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–12. Functions and activities of investment 
companies 

(a) Purchase of securities on margin; joint trad-
ing accounts; short sales of securities; excep-
tions 

It shall be unlawful for any registered invest-
ment company, in contravention of such rules 
and regulations or orders as the Commission 
may prescribe as necessary or appropriate in the 
public interest or for the protection of inves-
tors— 

(1) to purchase any security on margin, ex-
cept such short-term credits as are necessary 
for the clearance of transactions; 

(2) to participate on a joint or a joint and 
several basis in any trading account in securi-
ties, except in connection with an underwrit-
ing in which such registered company is a par-
ticipant; or 

(3) to effect a short sale of any security, ex-
cept in connection with an underwriting in 
which such registered company is a partici-
pant. 

(b) Distribution by investment company of secu-
rities of which it is issuer 

It shall be unlawful for any registered open- 
end company (other than a company complying 
with the provisions of section 80a–10(d) of this 
title) to act as a distributor of securities of 
which it is the issuer, except through an under-
writer, in contravention of such rules and regu-
lations as the Commission may prescribe as nec-
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essary or appropriate in the public interest or 
for the protection of investors. 

(c) Limitations on commitments as underwriter 

It shall be unlawful for any registered diversi-
fied company to make any commitment as un-
derwriter, if immediately thereafter the amount 
of its outstanding underwriting commitments, 
plus the value of its investments in securities of 
issuers (other than investment companies) of 
which it owns more than 10 per centum of the 
outstanding voting securities, exceeds 25 per 
centum of the value of its total assets. 

(d) Limitations on acquisition by investment 
companies of securities of other specific 
businesses 

(1)(A) It shall be unlawful for any registered 
investment company (the ‘‘acquiring company’’) 
and any company or companies controlled by 
such acquiring company to purchase or other-
wise acquire any security issued by any other 
investment company (the ‘‘acquired company’’), 
and for any investment company (the ‘‘acquir-
ing company’’) and any company or companies 
controlled by such acquiring company to pur-
chase or otherwise acquire any security issued 
by any registered investment company (the ‘‘ac-
quired company’’), if the acquiring company and 
any company or companies controlled by it im-
mediately after such purchase or acquisition 
own in the aggregate— 

(i) more than 3 per centum of the total out-
standing voting stock of the acquired com-
pany; 

(ii) securities issued by the acquired com-
pany having an aggregate value in excess of 5 
per centum of the value of the total assets of 
the acquiring company; or 

(iii) securities issued by the acquired com-
pany and all other investment companies 
(other than treasury stock of the acquiring 
company) having an aggregate value in excess 
of 10 per centum of the value of the total as-
sets of the acquiring company. 

(B) It shall be unlawful for any registered 
open-end investment company (the ‘‘acquired 
company’’), any principal underwriter therefor, 
or any broker or dealer registered under the Se-
curities Exchange Act of 1934 [15 U.S.C. 78a et 
seq.], knowingly to sell or otherwise dispose of 
any security issued by the acquired company to 
any other investment company (the ‘‘acquiring 
company’’) or any company or companies con-
trolled by the acquiring company, if imme-
diately after such sale or disposition— 

(i) more than 3 per centum of the total out-
standing voting stock of the acquired com-
pany is owned by the acquiring company and 
any company or companies controlled by it; or 

(ii) more than 10 per centum of the total out-
standing voting stock of the acquired com-
pany is owned by the acquiring company and 
other investment companies and companies 
controlled by them. 

(C) It shall be unlawful for any investment 
company (the ‘‘acquiring company’’) and any 
company or companies controlled by the acquir-
ing company to purchase or otherwise acquire 
any security issued by a registered closed-end 
investment company, if immediately after such 

purchase or acquisition the acquiring company, 
other investment companies having the same in-
vestment adviser, and companies controlled by 
such investment companies, own more than 10 
per centum of the total outstanding voting 
stock of such closed-end company. 

(D) The provisions of this paragraph shall not 
apply to a security received as a dividend or as 
a result of an offer of exchange approved pursu-
ant to section 80a–11 of this title or of a plan of 
reorganization of any company (other than a 
plan devised for the purpose of evading the fore-
going provisions). 

(E) The provisions of this paragraph shall not 
apply to a security (or securities) purchased or 
acquired by an investment company if— 

(i) the depositor of, or principal underwriter 
for, such investment company is a broker or 
dealer registered under the Securities Ex-
change Act of 1934 [15 U.S.C. 78a et seq.], or a 
person controlled by such a broker or dealer; 

(ii) such security is the only investment se-
curity held by such investment company (or 
such securities are the only investment securi-
ties held by such investment company, if such 
investment company is a registered unit in-
vestment trust that issues two or more classes 
or series of securities, each of which provides 
for the accumulation of shares of a different 
investment company); and 

(iii) the purchase or acquisition is made pur-
suant to an arrangement with the issuer of, or 
principal underwriter for the issuer of, the se-
curity whereby such investment company is 
obligated— 

(aa) either to seek instructions from its se-
curity holders with regard to the voting of 
all proxies with respect to such security and 
to vote such proxies only in accordance with 
such instructions, or to vote the shares held 
by it in the same proportion as the vote of 
all other holders of such security, and 

(bb) in the event that such investment 
company is not a registered investment 
company, to refrain substituting such secu-
rity unless the Commission shall have ap-
proved such substitution in the manner pro-
vided in section 80a–26 of this title. 

(F) The provisions of this paragraph shall not 
apply to securities purchased or otherwise ac-
quired by a registered investment company if— 

(i) immediately after such purchase or ac-
quisition not more than 3 per centum of the 
total outstanding stock of such issuer is 
owned by such registered investment company 
and all affiliated persons of such registered in-
vestment company; and 

(ii) such registered investment company has 
not offered or sold after January 1, 1971, and is 
not proposing to offer or sell any security is-
sued by it through a principal underwriter or 
otherwise at a public offering price which in-
cludes a sales load of more than 11⁄2 per cen-
tum. 

No issuer of any security purchased or acquired 
by a registered investment company pursuant to 
this subparagraph shall be obligated to redeem 
such security in an amount exceeding 1 per cen-
tum of such issuer’s total outstanding securities 
during any period of less than thirty days. Such 
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investment company shall exercise voting rights 
by proxy or otherwise with respect to any secu-
rity purchased or acquired pursuant to this sub-
paragraph in the manner prescribed by subpara-
graph (E) of this subsection. 

(G)(i) This paragraph does not apply to securi-
ties of a registered open-end investment com-
pany or a registered unit investment trust 
(hereafter in this subparagraph referred to as 
the ‘‘acquired company’’) purchased or other-
wise acquired by a registered open-end invest-
ment company or a registered unit investment 
trust (hereafter in this subparagraph referred to 
as the ‘‘acquiring company’’) if— 

(I) the acquired company and the acquiring 
company are part of the same group of invest-
ment companies; 

(II) the securities of the acquired company, 
securities of other registered open-end invest-
ment companies and registered unit invest-
ment trusts that are part of the same group of 
investment companies, Government securities, 
and short-term paper are the only investments 
held by the acquiring company; 

(III) with respect to— 
(aa) securities of the acquired company, 

the acquiring company does not pay and is 
not assessed any charges or fees for distribu-
tion-related activities, unless the acquiring 
company does not charge a sales load or 
other fees or charges for distribution-related 
activities; or 

(bb) securities of the acquiring company, 
any sales loads and other distribution-relat-
ed fees charged, when aggregated with any 
sales load and distribution-related fees paid 
by the acquiring company with respect to se-
curities of the acquired company, are not ex-
cessive under rules adopted pursuant to sec-
tion 80a–22(b) of this title or section 80a–22(c) 
of this title by a securities association reg-
istered under section 15A of the Securities 
Exchange Act of 1934 [15 U.S.C. 78o–3], or the 
Commission; 

(IV) the acquired company has a policy that 
prohibits it from acquiring any securities of 
registered open-end investment companies or 
registered unit investment trusts in reliance 
on this subparagraph or subparagraph (F); and 

(V) such acquisition is not in contravention 
of such rules and regulations as the Commis-
sion may from time to time prescribe with re-
spect to acquisitions in accordance with this 
subparagraph, as necessary and appropriate 
for the protection of investors. 

(ii) For purposes of this subparagraph, the 
term ‘‘group of investment companies’’ means 
any 2 or more registered investment companies 
that hold themselves out to investors as related 
companies for purposes of investment and inves-
tor services. 

(H) For the purposes of this paragraph, the 
value of an investment company’s total assets 
shall be computed as of the time of a purchase 
or acquisition or as closely thereto as is reason-
ably possible. 

(I) In any action brought to enforce the provi-
sions of this paragraph, the Commission may 
join as a party the issuer of any security pur-
chased or otherwise acquired in violation of this 

paragraph, and the court may issue any order 
with respect to such issuer as may be necessary 
or appropriate for the enforcement of the provi-
sions of this paragraph. 

(J) The Commission, by rule or regulation, 
upon its own motion or by order upon applica-
tion, may conditionally or unconditionally ex-
empt any person, security, or transaction, or 
any class or classes of persons, securities, or 
transactions from any provision of this sub-
section, if and to the extent that such exemp-
tion is consistent with the public interest and 
the protection of investors. 

(2) It shall be unlawful for any registered in-
vestment company and any company or compa-
nies controlled by such registered investment 
company to purchase or otherwise acquire any 
security (except a security received as a divi-
dend or as a result of a plan of reorganization of 
any company, other than a plan devised for the 
purpose of evading the provisions of this para-
graph) issued by any insurance company of 
which such registered investment company and 
any company or companies controlled by such 
registered company do not, at the time of such 
purchase or acquisition, own in the aggregate at 
least 25 per centum of the total outstanding vot-
ing stock, if such registered company and any 
company or companies controlled by it own in 
the aggregate, or as a result of such purchase or 
acquisition will own in the aggregate, more than 
10 per centum of the total outstanding voting 
stock of such insurance company. 

(3) It shall be unlawful for any registered in-
vestment company and any company or compa-
nies controlled by such registered investment 
company to purchase or otherwise acquire any 
security issued by or any other interest in the 
business of any person who is a broker, a dealer, 
is engaged in the business of underwriting, or is 
either an investment adviser of an investment 
company or an investment adviser registered 
under subchapter II of this chapter, unless (A) 
such person is a corporation all the outstanding 
securities of which (other than short-term 
paper, securities representing bank loans, and 
directors’ qualifying shares) are, or after such 
acquisition will be, owned by one or more reg-
istered investment companies; and (B) such per-
son is primarily engaged in the business of un-
derwriting and distributing securities issued by 
other persons, selling securities to customers, or 
any one or more of such or related activities, 
and the gross income of such person normally is 
derived principally from such business or related 
activities. 

(e) Acquisition of securities issued by corpora-
tions in business of underwriting, furnishing 
capital to industry, etc. 

Notwithstanding any provisions of this sub-
chapter, any registered investment company 
may hereafter purchase or otherwise acquire 
any security issued by any one corporation en-
gaged or proposing to engage in the business of 
underwriting, furnishing capital to industry, fi-
nancing promotional enterprises, purchasing se-
curities of issuers for which no ready market is 
in existence, and reorganizing companies or 
similar activities; provided— 

(1) That the securities issued by such cor-
poration (other than short-term paper and se-
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curities representing bank loans) shall consist 
solely of one class of common stock and shall 
have been originally issued or sold for invest-
ment to registered investment companies 
only; 

(2) That the aggregate cost of the securities 
of such corporation purchased by such reg-
istered investment company does not exceed 5 
per centum of the value of the total assets of 
such registered company at the time of any 
purchase or acquisition of such securities; and 

(3) That the aggregate paid-in capital and 
surplus of such corporation does not exceed 
$100,000,000. 

For the purpose of paragraph (1) of section 
80a–5(b) of this title any investment in any such 
corporation shall be deemed to be an investment 
in an investment company. 

(f) Organization and ownership by one reg-
istered face-amount certificate company of 
all or part of capital stock of not more than 
two other face-amount certificate companies; 
limitations 

Notwithstanding any provisions of this chap-
ter, any registered face-amount certificate com-
pany may organize not more than two face- 
amount certificate companies and acquire and 
own all or any part of the capital stock thereof 
only if such stock is acquired and held for in-
vestment: Provided, That the aggregate cost to 
such registered company of all such stock so ac-
quired shall not exceed six times the amount of 
the minimum capital stock requirement pro-
vided in subdivision (1) of subsection (a) of sec-
tion 80a–28 of this title for a face-amount com-
pany organized on or after March 15, 1940: And 

provided further, That the aggregate cost to such 
registered company of all such capital stock is-
sued by face-amount certificate companies orga-
nized or otherwise created under laws other than 
the laws of the United States or any State 
thereof shall not exceed twice the amount of the 
minimum capital stock requirement provided in 
subdivision (1) of subsection (a) of said section 
80a–28 for a company organized on or after 
March 15, 1940. Nothing contained in this sub-
section shall be deemed to prevent the sale of 
any such stock to any other person if the origi-
nal purchase was made by such registered face- 
amount certificate company in good faith for in-
vestment and not for resale. 

(g) Exceptions to limitation on ownership by in-
vestment company of securities of insurance 
company 

Notwithstanding the provisions of this section 
any registered investment company and any 
company or companies controlled by such reg-
istered company may purchase or otherwise ac-
quire from another investment company or any 
company or companies controlled by such reg-
istered company more than 10 per centum of the 
total outstanding voting stock of any insurance 
company owned by any such company or compa-
nies, or may acquire the securities of any insur-
ance company if the Commission by order deter-
mines that such acquisition is in the public in-
terest because the financial condition of such in-
surance company will be improved as a result of 
such acquisition or any plan contemplated as a 

result thereof. This section shall not be deemed 
to prohibit the promotion of a new insurance 
company or the acquisition of the securities of 
any newly created insurance company by a reg-
istered investment company, alone or with 
other persons. Nothing contained in this section 
shall in any way affect or derogate from the 
powers of any insurance commissioner or simi-
lar official or agency of the United States or any 
State, or to affect the right under State law of 
any insurance company to acquire securities of 
any other insurance company or insurance com-
panies. 

(Aug. 22, 1940, ch. 686, title I, § 12, 54 Stat. 808; 
Pub. L. 91–547, § 7, Dec. 14, 1970, 84 Stat. 1417; 
Pub. L. 100–181, title VI, § 610, Dec. 4, 1987, 101 
Stat. 1261; Pub. L. 104–290, title II, § 202, Oct. 11, 
1996, 110 Stat. 3426; Pub. L. 105–353, title III, 
§ 301(c)(3), Nov. 3, 1998, 112 Stat. 3236.) 

REFERENCES IN TEXT 

The Securities Exchange Act of 1934, referred to in 
subsec. (d)(1)(B), (E)(i), 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. 

AMENDMENTS 

1998—Subsec. (d)(1)(G)(i)(III)(bb). Pub. L. 105–353 sub-
stituted ‘‘the acquired company’’ for ‘‘the acquired 
fund’’. 

1996—Subsec. (d)(1)(D), (E). Pub. L. 104–290, § 202(3), 
substituted ‘‘this paragraph’’ for ‘‘this paragraph (1)’’. 

Subsec. (d)(1)(E)(iii). Pub. L. 104–290, § 202(1)(A), 
struck out ‘‘in the event such investment company is 
not a registered investment company,’’ after ‘‘(iii)’’. 

Subsec. (d)(1)(E)(iii)(bb). Pub. L. 104–290, § 202(1)(B), 
inserted ‘‘in the event that such investment company 
is not a registered investment company,’’ after ‘‘(bb)’’. 

Subsec. (d)(1)(F). Pub. L. 104–290, § 202(3), substituted 
‘‘this paragraph’’ for ‘‘this paragraph (1)’’. 

Subsec. (d)(1)(G). Pub. L. 104–290, § 202(2), (4), added 
subpar. (G). Former subpar. (G) redesignated (H). 

Subsec. (d)(1)(H). Pub. L. 104–290, § 202(3), substituted 
‘‘this paragraph’’ for ‘‘this paragraph (1)’’. 

Pub. L. 104–290, § 202(2), redesignated subpar. (G) as 
(H). Former subpar. (H) redesignated (I). 

Subsec. (d)(1)(I). Pub. L. 104–290, § 202(3), substituted 
‘‘this paragraph’’ for ‘‘this paragraph (1)’’ wherever ap-
pearing. 

Pub. L. 104–290, § 202(2), redesignated subpar. (H) as (I). 
Subsec. (d)(1)(J). Pub. L. 104–290, § 202(5), added sub-

par. (J). 
1987—Subsec. (d)(1)(A)(iii). Pub. L. 100–181, § 610(1), 

substituted ‘‘treasury’’ for ‘‘Treasury’’. 
Subsec. (d)(1)(G). Pub. L. 100–181, § 610(2), substituted 

‘‘is reasonably possible’’ for ‘‘it reasonably possible’’. 
Subsec. (f). Pub. L. 100–181, § 610(3), substituted 

‘‘thereof only’’ for ‘‘only thereof’’. 
1970—Subsec. (d)(1). Pub. L. 91–547 substituted provi-

sions designated as subpars. (A) to (C) and (E) to (H) for 
former introductory provisions reading ‘‘It shall be un-
lawful for any registered investment company and any 
company or companies controlled by such registered 
investment company to purchase or otherwise acquire 
after August 22, 1940, any security issued by or any 
other interest in the business of—’’ and subpar. (1) 
reading ‘‘any other investment company of which such 
registered investment company and company or com-
panies controlled by such registered company shall not 
at the time of such purchase or acquisition own in the 
aggregate at least 25 per centum of the total outstand-
ing voting stock, if such registered investment com-
pany and any company or companies controlled by it 
own in the aggregate or as a result of such purchase or 
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acquisition will own in the aggregate more than 5 per 
centum of the total outstanding voting stock of such 
other investment company if the policy of such other 
investment company is the concentration of invest-
ments in a particular industry or group of industries, 
or more than 3 per centum of the total outstanding vot-
ing stock of such other investment company if the pol-
icy of such other investment company is not the con-
centration of investments in a particular industry or 
group of industries, except and cl. (B) exception reading 
‘‘a security purchased with the proceeds of payments 
on periodic payment plan certificates, pursuant to the 
terms of the trust indenture under which such certifi-
cates are issued’’, cl. (A) of such subpar. (1) being incor-
porated in subpar. (D) of this par. (1). 

Subsec. (d)(2). Pub. L. 91–547 incorporated existing in-
troductory text and subpar. (2) provisions in provisions 
redesignated as par. (2) and struck out ‘‘after August 
22, 1940,’’ after ‘‘purchase or otherwise acquire’’. 

Subsec. (d)(3). Pub. L. 91–547 incorporated existing in-
troductory text and subpar. (3) provisions in provisions 
redesignated as par. (3) and struck out ‘‘after August 
22, 1940,’’ after ‘‘purchase or otherwise acquire’’. 

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–13. Changes in investment policy 

(a) No registered investment company shall, 
unless authorized by the vote of a majority of 
its outstanding voting securities— 

(1) change its subclassification as defined in 
section 80a–5(a)(1) and (2) of this title or its 
subclassification from a diversified to a non-
diversified company; 

(2) borrow money, issue senior securities, un-
derwrite securities issued by other persons, 
purchase or sell real estate or commodities or 
make loans to other persons, except in each 
case in accordance with the recitals of policy 
contained in its registration statement in re-
spect thereto; 

(3) deviate from its policy in respect of con-
centration of investments in any particular 
industry or group of industries as recited in its 
registration statement, deviate from any in-
vestment policy which is changeable only if 
authorized by shareholder vote, or deviate 
from any policy recited in its registration 
statement pursuant to section 80a–8(b)(3) of 
this title; or 

(4) change the nature of its business so as to 
cease to be an investment company. 

(b) In the case of a common-law trust of the 
character described in section 80a–16(c) of this 
title, either written approval by holders of a ma-
jority of the outstanding shares of beneficial in-
terest or the vote of a majority of such out-
standing shares cast in person or by proxy at a 
meeting called for the purpose shall for the pur-
poses of subsection (a) of this section be deemed 
the equivalent of the vote of a majority of the 
outstanding voting securities, and the provi-
sions of paragraph (42) of section 80a–2(a) of this 
title as to a majority shall be applicable to the 
vote cast at such a meeting. 

(c) LIMITATION ON ACTIONS.— 
(1) IN GENERAL.—Notwithstanding any other 

provision of Federal or State law, no person 
may bring any civil, criminal, or administra-
tive action against any registered investment 
company, or any employee, officer, director, 
or investment adviser thereof, based solely 
upon the investment company divesting from, 
or avoiding investing in, securities issued by 
persons that the investment company deter-
mines, using credible information that is 
available to the public, conduct or have direct 
investments in business operations in Sudan 
described in section 3(d) of the Sudan Account-
ability and Divestment Act of 2007. 

(2) APPLICABILITY.— 
(A) ACTIONS FOR BREACHES OF FIDUCIARY 

DUTIES.—Paragraph (1) does not prevent a 
person from bringing an action based on a 
breach of a fiduciary duty owed to that per-
son with respect to a divestment or non-in-
vestment decision, other than as described 
in paragraph (1). 

(B) DISCLOSURES.—Paragraph (1) shall not 
apply to a registered investment company, 
or any employee, officer, director, or invest-
ment adviser thereof, unless the investment 
company makes disclosures in accordance 
with regulations prescribed by the Commis-
sion. 

(3) PERSON DEFINED.—For purposes of this 
subsection the term ‘‘person’’ includes the 
Federal Government and any State or politi-
cal subdivision of a State. 

(Aug. 22, 1940, ch. 686, title I, § 13, 54 Stat. 811; 
Pub. L. 91–547, §§ 2(b), 3(d), Dec. 14, 1970, 84 Stat. 
1414, 1415; Pub. L. 94–29, § 28(4), June 4, 1975, 89 
Stat. 165; Pub. L. 110–174, § 4(a), Dec. 31, 2007, 121 
Stat. 2519.) 

AMENDMENT OF SECTION 

For termination of amendment by section 12 

of Pub. L. 110–174, see Termination Date of 2007 

Amendment note below. 

REFERENCES IN TEXT 

Section 3(d) of the Sudan Accountability and Divest-
ment Act of 2007, referred to in subsec. (c)(1), is section 
3(d) of Pub. L. 110–174, which is set out in a note under 
section 1701 of Title 50, War and National Defense. 

AMENDMENTS 

2007—Subsec. (c). Pub. L. 110–174, §§ 4(a), 12, tempo-
rarily added subsec. (c). See Termination Date of 2007 
Amendment note below. 

1975—Subsec. (b). Pub. L. 94–29 substituted ‘‘section 
80a–16(c) of this title’’ for ‘‘subsection (b) of section 
80a–16 of this title’’. 

1970—Subsec. (a)(3). Pub. L. 91–547, § 3(d), prohibited 
deviation from any investment policy which is change-
able only if authorized by shareholder vote, substituted 
‘‘section 8(b)(3)’’ for ‘‘section 8(b)(2)’’, and in the latter 
deviation provision struck out ‘‘fundamental’’ before 
‘‘policy’’. 

Subsec. (b). Pub. L. 91–547, § 2(b), substituted ref-
erence to ‘‘paragraph (42)’’ for ‘‘paragraph (40)’’. 

TERMINATION DATE OF 2007 AMENDMENT 

Amendment by Pub. L. 110–174 to terminate 30 days 
after the date on which the President has certified to 
Congress that the Government of Sudan has honored 
certain commitments, see section 12 of Pub. L. 110–174, 
set out in a note under section 1701 of Title 50, War and 
National Defense. 
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