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Currentness

(a) Definitions

When used in this subchapter, unless the context otherwise requires--

(1) “Advisory board” means a board, whether elected or appointed, which is distinct from the board of directors or board of
trustees, of an investment company, and which is composed solely of persons who do not serve such company in any other
capacity, whether or not the functions of such board are such as to render its members “directors” within the definition of
that term, which board has advisory functions as to investments but has no power to determine that any security or other
investment shall be purchased or sold by such company.

(2) “Affiliated company” means a company which is an affiliated person.

(3) “Affiliated person” of another person means (A) any person directly or indirectly owning, controlling, or holding with
power to vote, 5 per centum or more of the outstanding voting securities of such other person; (B) any person 5 per centum
or more of whose outstanding voting securities are directly or indirectly owned, controlled, or held with power to vote, by
such other person; (C) any person directly or indirectly controlling, controlled by, or under common control with, such other
person; (D) any officer, director, partner, copartner, or employee of such other person; (E) if such other person is an investment
company, any investment adviser thereof or any member of an advisory board thereof; and (F) if such other person is an
unincorporated investment company not having a board of directors, the depositor thereof.

(4) “Assignment” includes any direct or indirect transfer or hypothecation of a contract or chose in action by the assignor, or
of a controlling block of the assignor's outstanding voting securities by a security holder of the assignor; but does not include
an assignment of partnership interests incidental to the death or withdrawal of a minority of the members of the partnership
having only a minority interest in the partnership business or to the admission to the partnership of one or more members
who, after such admission, shall be only a minority of the members and shall have only a minority interest in the business.

(5) “Bank” means (A) a depository institution (as defined in section 1813 of Title 12) or a branch or agency of a foreign bank
(as such terms are defined in section 3101 of Title 12), (B) a member bank of the Federal Reserve System, (C) any other
banking institution or trust company, 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
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to those permitted to national banks under the authority of the Comptroller of the Currency, 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 subchapter, and (D) a receiver, conservator, or other liquidating agent of any institution or firm included
in clauses (A), (B), or (C) of this paragraph.

(6) The term “broker” has the same meaning as given in section 3 of the Securities Exchange Act of 1934, except that such
term does not include any person solely by reason of the fact that such person is an underwriter for one or more investment
companies.

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

(8) “Company” means a corporation, a partnership, an association, a joint-stock company, a trust, a fund, or any organized
group of persons whether incorporated or not; or any receiver, trustee in a case under Title 11 or similar official or any
liquidating agent for any of the foregoing, in his capacity as such.

(9) “Control” means the power to exercise a controlling influence over the management or policies of a company, unless such
power is solely the result of an official position with such company.

Any person who owns beneficially, either directly or through one or more controlled companies, more than 25 per centum of
the voting securities of a company shall be presumed to control such company. Any person who does not so own more than
25 per centum of the voting securities of any company shall be presumed not to control such company. A natural person shall
be presumed not to be a controlled person within the meaning of this subchapter. Any such presumption may be rebutted by
evidence, but except as hereinafter provided, shall continue until a determination to the contrary made by the Commission
by order either on its own motion or on application by an interested person. If an application filed hereunder is not granted or
denied by the Commission within sixty days after filing thereof, the determination sought by the application shall be deemed
to have been temporarily granted pending final determination of the Commission thereon. The Commission, upon its own
motion or upon application, may by order revoke or modify any order issued under this paragraph whenever it shall find that
the determination embraced in such original order is no longer consistent with the facts.

(10) “Convicted” includes a verdict, judgment, or plea of guilty, or a finding of guilt on a plea of nolo contendere, if such
verdict, judgment, plea, or finding has not been reversed, set aside, or withdrawn, whether or not sentence has been imposed.

(11) The term “dealer” has the same meaning as given in the Securities Exchange Act of 1934, but does not include an
insurance company or investment company.

(12) “Director” means any director of a corporation or any person performing similar functions with respect to any
organization, whether incorporated or unincorporated, including any natural person who is a member of a board of trustees
of a management company created as a common-law trust.

(13) “Employees' securities company” means any investment company or similar issuer all of the outstanding securities of
which (other than short-term paper) are beneficially owned (A) by the employees or persons on retainer of a single employer
or of two or more employers each of which is an affiliated company of the other, (B) by former employees of such employer
or employers, (C) by members of the immediate family of such employees, persons on retainer, or former employees, (D) by
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any two or more of the foregoing classes of persons, or (E) by such employer or employers together with any one or more
of the foregoing classes of persons.

(14) “Exchange” means any organization, association, or group of persons, whether incorporated or unincorporated, which
constitutes, maintains, or provides a market place or facilities for bringing together purchasers and sellers of securities or
for otherwise performing with respect to securities the functions commonly performed by a stock exchange as that term is
generally understood, and includes the market place and the market facilities maintained by such exchange.

(15) “Face-amount certificate” means any certificate, investment contract, or other security which represents an obligation on
the part of its issuer to pay a stated or determinable sum or sums at a fixed or determinable date or dates more than twenty-four
months after the date of issuance, in consideration of the payment of periodic installments of a stated or determinable amount
(which security shall be known as a face-amount certificate of the “installment type”); or any security which represents a
similar obligation on the part of a face-amount certificate company, the consideration for which is the payment of a single
lump sum (which security shall be known as a “fully paid” face-amount certificate).

(16) “Government security” means any security issued or guaranteed as to principal or interest by the United States, or by
a person controlled or supervised by and acting as an instrumentality of the Government of the United States pursuant to
authority granted by the Congress of the United States; or any certificate of deposit for any of the foregoing.

(17) “Insurance company” means a company which is organized as an insurance company, whose primary and predominant
business activity is the writing of insurance or the reinsuring of risks underwritten by insurance companies, and which is
subject to supervision by the insurance commissioner or a similar official or agency of a State; or any receiver or similar
official or any liquidating agent for such a company, in his capacity as such.

(18) “Interstate commerce” means trade, commerce, transportation, or communication among the several States, or between
any foreign country and any State, or between any State and any place or ship outside thereof.

(19) “Interested person” of another person means--

(A) when used with respect to an investment company--

(i) any affiliated person of such company,

(ii) any member of the immediate family of any natural person who is an affiliated person of such company,

(iii) any interested person of any investment adviser of or principal underwriter for such company,

(iv) any person or partner or employee of any person who at any time since the beginning of the last two completed
fiscal years of such company has acted as legal counsel for such company,
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(v) any person or any affiliated person of a person (other than a registered investment company) that, at any time during
the 6-month period preceding the date of the determination of whether that person or affiliated person is an interested
person, has executed any portfolio transactions for, engaged in any principal transactions with, or distributed shares for--

(I) the investment company;

(II) any other investment company having the same investment adviser as such investment company or holding itself
out to investors as a related company for purposes of investment or investor services; or

(III) any account over which the investment company's investment adviser has brokerage placement discretion,

(vi) any person or any affiliated person of a person (other than a registered investment company) that, at any time during
the 6-month period preceding the date of the determination of whether that person or affiliated person is an interested
person, has loaned money or other property to--

(I) the investment company;

(II) any other investment company having the same investment adviser as such investment company or holding itself
out to investors as a related company for purposes of investment or investor services; or

(III) any account for which the investment company's investment adviser has borrowing authority, and

(vii) any natural person whom the Commission by order shall have determined to be an interested person by reason of
having had, at any time since the beginning of the last two completed fiscal years of such company, a material business
or professional relationship with such company or with the principal executive officer of such company or with any
other investment company having the same investment adviser or principal underwriter or with the principal executive
officer of such other investment company:

Provided, That no person shall be deemed to be an interested person of an investment company solely by reason of (aa)
his being a member of its board of directors or advisory board or an owner of its securities, or (bb) his membership in the
immediate family of any person specified in clause (aa) of this proviso; and

(B) when used with respect to an investment adviser of or principal underwriter for any investment company--

(i) any affiliated person of such investment adviser or principal underwriter,

(ii) any member of the immediate family of any natural person who is an affiliated person of such investment adviser
or principal underwriter,
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(iii) any person who knowingly has any direct or indirect beneficial interest in, or who is designated as trustee, executor,
or guardian of any legal interest in, any security issued either by such investment adviser or principal underwriter or by
a controlling person of such investment adviser or principal underwriter,

(iv) any person or partner or employee of any person who at any time since the beginning of the last two completed
fiscal years of such investment company has acted as legal counsel for such investment adviser or principal underwriter,

(v) any person or any affiliated person of a person (other than a registered investment company) that, at any time during
the 6-month period preceding the date of the determination of whether that person or affiliated person is an interested
person, has executed any portfolio transactions for, engaged in any principal transactions with, or distributed shares for--

(I) any investment company for which the investment adviser or principal underwriter serves as such;

(II) any investment company holding itself out to investors, for purposes of investment or investor services, as a
company related to any investment company for which the investment adviser or principal underwriter serves as
such; or

(III) any account over which the investment adviser has brokerage placement discretion,

(vi) any person or any affiliated person of a person (other than a registered investment company) that, at any time during
the 6-month period preceding the date of the determination of whether that person or affiliated person is an interested
person, has loaned money or other property to--

(I) any investment company for which the investment adviser or principal underwriter serves as such;

(II) any investment company holding itself out to investors, for purposes of investment or investor services, as a
company related to any investment company for which the investment adviser or principal underwriter serves as
such; or

(III) any account for which the investment adviser has borrowing authority, and

(vii) any natural person whom the Commission by order shall have determined to be an interested person by reason
of having had at any time since the beginning of the last two completed fiscal years of such investment company a
material business or professional relationship with such investment adviser or principal underwriter or with the principal
executive officer or any controlling person of such investment adviser or principal underwriter.

For the purposes of this paragraph (19), “member of the immediate family” means any parent, spouse of a parent, child,
spouse of a child, spouse, brother, or sister, and includes step and adoptive relationships. The Commission may modify or
revoke any order issued under clause (vii) of subparagraph (A) or (B) of this paragraph whenever it finds that such order
is no longer consistent with the facts. No order issued pursuant to clause (vii) of subparagraph (A) or (B) of this paragraph
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shall become effective until at least sixty days after the entry thereof, and no such order shall affect the status of any person
for the purposes of this subchapter or for any other purpose for any period prior to the effective date of such order.

(20) “Investment adviser” of an investment company means (A) any person (other than a bona fide officer, director, trustee,
member of an advisory board, or employee of such company, as such) who pursuant to contract with such company regularly
furnishes advice to such company with respect to the desirability of investing in, purchasing or selling securities or other
property, or is empowered to determine what securities or other property shall be purchased or sold by such company, and
(B) any other person who pursuant to contract with a person described in clause (A) of this paragraph regularly performs
substantially all of the duties undertaken by such person described in said clause (A); but does not include (i) a person whose
advice is furnished solely through uniform publications distributed to subscribers thereto, (ii) a person who furnishes only
statistical and other factual information, advice regarding economic factors and trends, or advice as to occasional transactions
in specific securities, but without generally furnishing advice or making recommendations regarding the purchase or sale
of securities, (iii) a company furnishing such services at cost to one or more investment companies, insurance companies,
or other financial institutions, (iv) any person the character and amount of whose compensation for such services must be
approved by a court, or (v) such other persons as the Commission may by rules and regulations or order determine not to
be within the intent of this definition.

(21) “Investment banker” means any person engaged in the business of underwriting securities issued by other persons, but
does not include an investment company, any person who acts as an underwriter in isolated transactions but not as a part of
a regular business, or any person solely by reason of the fact that such person is an underwriter for one or more investment
companies.

(22) “Issuer” means every person who issues or proposes to issue any security, or has outstanding any security which it has
issued.

(23) “Lend” includes a purchase coupled with an agreement by the vendor to repurchase; “borrow” includes a sale coupled
with a similar agreement.

(24) “Majority-owned subsidiary” of a person means a company 50 per centum or more of the outstanding voting securities
of which are owned by such person, or by a company which, within the meaning of this paragraph, is a majority-owned
subsidiary of such person.

(25) “Means or instrumentality of interstate commerce” includes any facility of a national securities exchange.

(26) “National securities exchange” means an exchange registered under section 6 of the Securities Exchange Act of 1934.

(27) “Periodic payment plan certificate” means (A) any certificate, investment contract, or other security providing for a
series of periodic payments by the holder, and representing an undivided interest in certain specified securities or in a unit or
fund of securities purchased wholly or partly with the proceeds of such payments, and (B) any security the issuer of which
is also issuing securities of the character described in clause (A) of this paragraph and the holder of which has substantially
the same rights and privileges as those which holders of securities of the character described in said clause (A) have upon
completing the periodic payments for which such securities provide.
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(28) “Person” means a natural person or a company.

(29) “Principal underwriter” of or for any investment company other than a closed-end company, or of any security issued
by such a company, means any underwriter who as principal purchases from such company, or pursuant to contract has the
right (whether absolute or conditional) from time to time to purchase from such company, any such security for distribution,
or who as agent for such company sells or has the right to sell any such security to a dealer or to the public or both, but does
not include a dealer who purchases from such company through a principal underwriter acting as agent for such company.
“Principal underwriter” of or for a closed-end company or any issuer which is not an investment company, or of any security
issued by such a company or issuer, means any underwriter who, in connection with a primary distribution of securities, (A)
is in privity of contract with the issuer or an affiliated person of the issuer; (B) acting alone or in concert with one or more
other persons, initiates or directs the formation of an underwriting syndicate; or (C) is allowed a rate of gross commission,
spread, or other profit greater than the rate allowed another underwriter participating in the distribution.

(30) “Promoter” of a company or a proposed company means a person who, acting alone or in concert with other persons, is
initiating or directing, or has within one year initiated or directed, the organization of such company.

(31) “Prospectus”, as used in section 80a-22 of this title, means a written prospectus intended to meet the requirements of
section 10(a) of the Securities Act of 1933 and currently in use. As used elsewhere, “prospectus” means a prospectus as
defined in the Securities Act of 1933.

(32) “Redeemable security” means any security, other than short-term paper, under the terms of which the holder, upon its
presentation to the issuer or to a person designated by the issuer, is entitled (whether absolutely or only out of surplus) to
receive approximately his proportionate share of the issuer's current net assets, or the cash equivalent thereof.

(33) “Reorganization” means (A) a reorganization under the supervision of a court of competent jurisdiction; (B) a merger
or consolidation; (C) a sale of 75 per centum or more in value of the assets of a company; (D) a restatement of the capital
of a company, or an exchange of securities issued by a company for any of its own outstanding securities; (E) a voluntary
dissolution or liquidation of a company; (F) a recapitalization or other procedure or transaction which has for its purpose the
alteration, modification, or elimination of any of the rights, preferences, or privileges of any class of securities issued by a
company, as provided in its charter or other instrument creating or defining such rights, preferences, and privileges; (G) an
exchange of securities issued by a company for outstanding securities issued by another company or companies, preliminary
to and for the purpose of effecting or consummating any of the foregoing; or (H) any exchange of securities by a company
which is not an investment company for securities issued by a registered investment company.

(34) “Sale”, “sell”, “offer to sell”, or “offer for sale” includes every contract of sale or disposition of, attempt or offer to
dispose of, or solicitation of an offer to buy, a security or interest in a security, for value. Any security given or delivered
with, or as a bonus on account of, any purchase of securities or any other thing, shall be conclusively presumed to constitute
a part of the subject of such purchase and to have been sold for value.

(35) “Sales load” means the difference between the price of a security to the public and that portion of the proceeds from
its sale which is received and invested or held for investment by the issuer (or in the case of a unit investment trust, by the
depositor or trustee), less any portion of such difference deducted for trustee's or custodian's fees, insurance premiums, issue
taxes, or administrative expenses or fees which are not properly chargeable to sales or promotional activities. In the case of

https://www.westlaw.com/Link/Document/FullText?findType=L&pubNum=1000546&cite=15USCAS80A-22&originatingDoc=N018C9640CB9211E19932805DE6D3F13A&refType=LQ&originationContext=document&vr=3.0&rs=cblt1.0&transitionType=DocumentItem&contextData=(sc.UserEnteredCitation) 


§ 80a-2. Definitions; applicability; rulemaking considerations, 15 USCA § 80a-2

 © 2024 Thomson Reuters. No claim to original U.S. Government Works. 8

a periodic payment plan certificate, “sales load” includes the sales load on any investment company securities in which the
payments made on such certificate are invested, as well as the sales load on the certificate itself.

(36) “Security” means any note, stock, treasury stock, security future, bond, debenture, evidence of indebtedness, certificate of
interest or participation in any profit-sharing agreement, collateral-trust certificate, preorganization certificate or subscription,
transferable share, investment contract, voting-trust certificate, certificate of deposit for a security, fractional undivided
interest in oil, gas, or other mineral rights, any put, call, straddle, option, or privilege on any security (including a certificate
of deposit) or on any group or index of securities (including any interest therein or based on the value thereof), or any put,
call, straddle, option, or privilege entered into on a national securities exchange relating to foreign currency, or, in general,
any interest or instrument commonly known as a “security”, or any certificate of interest or participation in, temporary or
interim certificate for, receipt for, guarantee of, or warrant or right to subscribe to or purchase, any of the foregoing.

(37) “Separate account” means an account established and maintained by an insurance company pursuant to the laws of any
State or territory of the United States, or of Canada or any province thereof, under which income, gains and losses, whether
or not realized, from assets allocated to such account, are, in accordance with the applicable contract, credited to or charged
against such account without regard to other income, gains, or losses of the insurance company.

(38) “Short-term paper” means any note, draft, bill of exchange, or banker's acceptance payable on demand or having a
maturity at the time of issuance of not exceeding nine months, exclusive of days of grace, or any renewal thereof payable on
demand or having a maturity likewise limited; and such other classes of securities, of a commercial rather than an investment
character, as the Commission may designate by rules and regulations.

(39) “State” means any State of the United States, the District of Columbia, Puerto Rico, the Virgin Islands, or any other
possession of the United States.

(40) “Underwriter” means any person who has purchased from an issuer with a view to, or sells for an issuer in connection
with, the distribution of any security, or participates or has a direct or indirect participation in any such undertaking, or
participates or has a participation in the direct or indirect underwriting of any such undertaking; but such term shall not include
a person whose interest is limited to a commission from an underwriter or dealer not in excess of the usual and customary
distributor's or seller's commission. As used in this paragraph the term “issuer” shall include, in addition to an issuer, any
person directly or indirectly controlling or controlled by the issuer, or any person under direct or indirect common control
with the issuer. When the distribution of the securities in respect of which any person is an underwriter is completed such
person shall cease to be an underwriter in respect of such securities or the issuer thereof.

(41) “Value”, with respect to assets of registered investment companies, except as provided in subsection (b) of section 80a-28
of this title, means--

(A) as used in sections 80a-3, 80a-5, and 80a-12 of this title, (i) with respect to securities owned at the end of the last
preceding fiscal quarter for which market quotations are readily available, the market value at the end of such quarter; (ii)
with respect to other securities and assets owned at the end of the last preceding fiscal quarter, fair value at the end of such
quarter, as determined in good faith by the board of directors; and (iii) with respect to securities and other assets acquired
after the end of the last preceding fiscal quarter, the cost thereof; and
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(B) as used elsewhere in this subchapter, (i) with respect to securities for which market quotations are readily available,
the market value of such securities; and (ii) with respect to other securities and assets, fair value as determined in good
faith by the board of directors;

in each case as of such time or times as determined pursuant to this subchapter, and the rules and regulations issued by
the Commission hereunder. Notwithstanding the fact that market quotations for securities issued by controlled companies
are available, the board of directors may in good faith determine the value of such securities: Provided, That the value so
determined is not in excess of the higher of market value or asset value of such securities in the case of majority-owned
subsidiaries, and is not in excess of market value in the case of other controlled companies.

For purposes of the valuation of those assets of a registered diversified company which are not subject to the limitations
provided for in section 80a-5(b)(1) of this title, the Commission may, by rules and regulations or orders, permit any security to
be carried at cost, if it shall determine that such procedure is consistent with the general intent and purposes of this subchapter.
For purposes of sections 80a-5 and 80a-12 of this title in lieu of values determined as provided in clause (A) above, the
Commission shall by rules and regulations permit valuation of securities at cost or other basis in cases where it may be more
convenient for such company to make its computations on such basis by reason of the necessity or desirability of complying
with the provisions of any United States revenue laws or rules and regulations issued thereunder, or the laws or the rules and
regulations issued thereunder of any State in which the securities of such company may be qualified for sale.

The foregoing definition shall not derogate from the authority of the Commission with respect to the reports, information,
and documents to be filed with the Commission by any registered company, or with respect to the accounting policies and
principles to be followed by any such company, as provided in sections 80a-8, 80a-29, and 80a-30 of this title.

(42) “Voting security” means any security presently entitling the owner or holder thereof to vote for the election of directors
of a company. A specified percentage of the outstanding voting securities of a company means such amount of its outstanding
voting securities as entitles the holder or holders thereof to cast said specified percentage of the aggregate votes which the
holders of all the outstanding voting securities of such company are entitled to cast. The vote of a majority of the outstanding
voting securities of a company means the vote, at the annual or a special meeting of the security holders of such company
duly called, (A) of 67 per centum or more of the voting securities present at such meeting, if the holders of more than 50 per
centum of the outstanding voting securities of such company are present or represented by proxy; or (B) of more than 50 per
centum of the outstanding voting securities of such company, whichever is the less.

(43) “Wholly-owned subsidiary” of a person means a company 95 per centum or more of the outstanding voting securities of
which are owned by such person, or by a company which, within the meaning of this paragraph, is a wholly-owned subsidiary
of such person.

(44) “Securities Act of 1933”, “Securities Exchange Act of 1934”, and “Trust Indenture Act of 1939” mean those Acts,
respectively, as heretofore or hereafter amended.

(45) “Savings and loan association” means a savings and loan association, building and loan association, cooperative
bank, homestead association, or similar institution, which is supervised and examined by State or Federal authority having
supervision over any such institution, and a receiver, conservator, or other liquidating agent of any such institution.

(46) “Eligible portfolio company” means any issuer which--
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(A) is organized under the laws of, and has its principal place of business in, any State or States;

(B) is neither an investment company as defined in section 80a-3 of this title (other than a small business investment
company which is licensed by the Small Business Administration to operate under the Small Business Investment Act
of 1958 and which is a wholly-owned subsidiary of the business development company) nor a company which would be
an investment company except for the exclusion from the definition of investment company in section 80a-3(c) of this
title; and

(C) satisfies one of the following:

(i) it does not have any class of securities with respect to which a member of a national securities exchange, broker,
or dealer may extend or maintain credit to or for a customer pursuant to rules or regulations adopted by the Board of
Governors of the Federal Reserve System under section 7 of the Securities Exchange Act of 1934;

(ii) it is controlled by a business development company, either alone or as part of a group acting together, and such
business development company in fact exercises a controlling influence over the management or policies of such eligible
portfolio company and, as a result of such control, has an affiliated person who is a director of such eligible portfolio
company;

(iii) it has total assets of not more than $4,000,000, and capital and surplus (shareholders' equity less retained earnings)
of not less than $2,000,000, except that the Commission may adjust such amounts by rule, regulation, or order to reflect
changes in 1 or more generally accepted indices or other indicators for small businesses; or

(iv) it meets such other criteria as the Commission may, by rule, establish as consistent with the public interest, the
protection of investors, and the purposes fairly intended by the policy and provisions of this subchapter.

(47) “Making available significant managerial assistance” by a business development company means--

(A) any arrangement whereby a business development company, through its directors, officers, employees, or general
partners, offers to provide, and, if accepted, does so provide, significant guidance and counsel concerning the management,
operations, or business objectives and policies of a portfolio company;

(B) the exercise by a business development company of a controlling influence over the management or policies of a
portfolio company by the business development company acting individually or as part of a group acting together which
controls such portfolio company; or

(C) with respect to a small business investment company licensed by the Small Business Administration to operate under
the Small Business Investment Act of 1958, the making of loans to a portfolio company.

For purposes of subparagraph (A), the requirement that a business development company make available significant
managerial assistance shall be deemed to be satisfied with respect to any particular portfolio company where the business
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development company purchases securities of such portfolio company in conjunction with one or more other persons acting
together, and at least one of the persons in the group makes available significant managerial assistance to such portfolio
company, except that such requirement will not be deemed to be satisfied if the business development company, in all
cases, makes available significant managerial assistance solely in the manner described in this sentence.

(48) “Business development company” means any closed-end company which--

(A) is organized under the laws of, and has its principal place of business in, any State or States;

(B) is operated for the purpose of making investments in securities described in paragraphs (1) through (3) of section
80a-54(a) of this title, and makes available significant managerial assistance with respect to the issuers of such securities,
provided that a business development company must make available significant managerial assistance only with respect
to the companies which are treated by such business development company as satisfying the 70 per centum of the value
of its total assets condition of section 80a-54 of this title; and provided further that a business development company need
not make available significant managerial assistance with respect to any company described in paragraph (46)(C)(iii), or
with respect to any other company that meets such criteria as the Commission may by rule, regulation, or order permit, as
consistent with the public interest, the protection of investors, and the purposes of this subchapter; and

(C) has elected pursuant to section 80a-53(a) of this title to be subject to the provisions of sections 80a-54 through 80a-64
of this title.

(49) “Foreign securities authority” means any foreign government or any governmental body or regulatory organization
empowered by a foreign government to administer or enforce its laws as they relate to securities matters.

(50) “Foreign financial regulatory authority” means any (A) foreign securities authority, (B) other governmental body or
foreign equivalent of a self-regulatory organization empowered by a foreign government to administer or enforce its laws
relating to the regulation of fiduciaries, trusts, commercial lending, insurance, trading in contracts of sale of a commodity
for future delivery, or other instruments traded on or subject to the rules of a contract market, board of trade or foreign
equivalent, or other financial activities, or (C) membership organization a function of which is to regulate the participation
of its members in activities listed above.

(51)(A) “Qualified purchaser” means--

(i) any natural person (including any person who holds a joint, community property, or other similar shared ownership
interest in an issuer that is excepted under section 80a-3(c)(7) of this title with that person's qualified purchaser spouse)
who owns not less than $5,000,000 in investments, as defined by the Commission;

(ii) any company that owns not less than $5,000,000 in investments and that is owned directly or indirectly by or for 2
or more natural persons who are related as siblings or spouse (including former spouses), or direct lineal descendants by
birth or adoption, spouses of such persons, the estates of such persons, or foundations, charitable organizations, or trusts
established by or for the benefit of such persons;
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(iii) any trust that is not covered by clause (ii) and that was not formed for the specific purpose of acquiring the securities
offered, as to which the trustee or other person authorized to make decisions with respect to the trust, and each settlor or
other person who has contributed assets to the trust, is a person described in clause (i), (ii), or (iv); or

(iv) any person, acting for its own account or the accounts of other qualified purchasers, who in the aggregate owns and
invests on a discretionary basis, not less than $25,000,000 in investments.

(B) The Commission may adopt such rules and regulations applicable to the persons and trusts specified in clauses (i) through
(iv) of subparagraph (A) as it determines are necessary or appropriate in the public interest or for the protection of investors.

(C) The term “qualified purchaser” does not include a company that, but for the exceptions provided for in paragraph (1) or
(7) of section 80a-3(c) of this title, would be an investment company (hereafter in this paragraph referred to as an “excepted
investment company”), unless all beneficial owners of its outstanding securities (other than short-term paper), determined in
accordance with section 80a-3(c)(1)(A) of this title, that acquired such securities on or before April 30, 1996 (hereafter in this
paragraph referred to as “pre-amendment beneficial owners”), and all pre-amendment beneficial owners of the outstanding
securities (other than short-term paper) of any excepted investment company that, directly or indirectly, owns any outstanding
securities of such excepted investment company, have consented to its treatment as a qualified purchaser. Unanimous consent
of all trustees, directors, or general partners of a company or trust referred to in clause (ii) or (iii) of subparagraph (A) shall
constitute consent for purposes of this subparagraph.

(52) The terms “security future” and “narrow-based security index” have the same meanings as provided in section 3(a)(55)
of the Securities Exchange Act of 1934.

(53) The term “credit rating agency” has the same meaning as in section 3 of the Securities Exchange Act of 1934.

(54) The terms “commodity pool”, “commodity pool operator”, “commodity trading advisor”, “major swap participant”,
“swap”, “swap dealer”, and “swap execution facility” have the same meanings as in section 1a of Title 7.

(b) Applicability to government

No provision in this subchapter shall apply to, or be deemed to include, the United States, a State, or any political subdivision
of a State, or any agency, authority, or instrumentality of any one or more of the foregoing, or any corporation which is wholly
owned directly or indirectly by any one or more of the foregoing, or any officer, agent, or employee of any of the foregoing
acting as such in the course of his official duty, unless such provision makes specific reference thereto.

(c) Consideration of promotion of efficiency, competition, and capital formation

Whenever pursuant to this subchapter the Commission is engaged in rulemaking and is required to consider or determine whether
an action is consistent with the public interest, the Commission shall also consider, in addition to the protection of investors,
whether the action will promote efficiency, competition, and capital formation.
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United States Code Annotated
Title 15. Commerce and Trade

Chapter 2D. Investment Companies and Advisers
Subchapter I. Investment Companies (Refs & Annos)

15 U.S.C.A. § 80a-15

§ 80a-15. Contracts of advisers and underwriters

Currentness

(a) Written contract to serve or act as investment adviser; contents

It shall be unlawful for any person to serve or act as investment adviser of a registered investment company, except pursuant
to a written contract, which contract, whether with such registered company or with an investment adviser of such registered
company, has been approved by the vote of a majority of the outstanding voting securities of such registered company, and--

(1) precisely describes all compensation to be paid thereunder;

(2) shall continue in effect for a period more than two years from the date of its execution, only so long as such continuance is
specifically approved at least annually by the board of directors or by vote of a majority of the outstanding voting securities
of such company;

(3) provides, in substance, that it may be terminated at any time, without the payment of any penalty, by the board of directors
of such registered company or by vote of a majority of the outstanding voting securities of such company on not more than
sixty days' written notice to the investment adviser; and

(4) provides, in substance, for its automatic termination in the event of its assignment.

(b) Written contract with company for sale by principal underwriter of security of which company is issuer; contents

It shall be unlawful for any principal underwriter for a registered open-end company to offer for sale, sell, or deliver after sale
any security of which such company is the issuer, except pursuant to a written contract with such company, which contract--

(1) shall continue in effect for a period more than two years from the date of its execution, only so long as such continuance is
specifically approved at least annually by the board of directors or by vote of a majority of the outstanding voting securities
of such company; and

(2) provides, in substance, for its automatic termination in the event of its assignment.
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(c) Approval of contract to undertake service as investment adviser or principal underwriter by majority of
noninterested directors

In addition to the requirements of subsections (a) and (b) of this section, it shall be unlawful for any registered investment
company having a board of directors to enter into, renew, or perform any contract or agreement, written or oral, whereby a
person undertakes regularly to serve or act as investment adviser of or principal underwriter for such company, unless the terms
of such contract or agreement and any renewal thereof have been approved by the vote of a majority of directors, who are not
parties to such contract or agreement or interested persons of any such party, cast in person at a meeting called for the purpose
of voting on such approval. It shall be the duty of the directors of a registered investment company to request and evaluate, and
the duty of an investment adviser to such company to furnish, such information as may reasonably be necessary to evaluate the
terms of any contract whereby a person undertakes regularly to serve or act as investment adviser of such company. It shall be
unlawful for the directors of a registered investment company, in connection with their evaluation of the terms of any contract
whereby a person undertakes regularly to serve or act as investment adviser of such company, to take into account the purchase
price or other consideration any person may have paid in connection with a transaction of the type referred to in paragraph
(1), (3), or (4) of subsection (f).

(d) Equivalent of vote of majority of outstanding voting securities in case of common-law trust

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 majority of the outstanding shares of beneficial interest or the vote of a majority of such outstanding shares cast in person
or by proxy at a meeting called for the purpose shall for the purposes of this section be deemed the equivalent of the vote of
a majority of the outstanding voting securities, and the provisions 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.

(e) Exemption of advisory boards or members from provisions of this section

Nothing contained in this section shall be deemed to require or contemplate any action by an advisory board of any registered
company or by any of the members of such a board.

(f) Receipt of benefits by investment adviser from sale of securities or other interest in such investment adviser resulting
in assignment of investment advisory contract

(1) An investment adviser, or a corporate trustee performing the functions of an investment adviser, of a registered investment
company or an affiliated person of such investment adviser or corporate trustee may receive any amount or benefit in connection
with a sale of securities of, or a sale of any other interest in, such investment adviser or corporate trustee which results in an
assignment of an investment advisory contract with such company or the change in control of or identity of such corporate
trustee, if--

(A) for a period of three years after the time of such action, at least 75 per centum of the members of the board of directors of
such registered company or such corporate trustee (or successor thereto, by reorganization or otherwise) are not (i) interested
persons of the investment adviser of such company or such corporate trustee, or (ii) interested persons of the predecessor
investment adviser or such corporate trustee; and
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(B) there is not imposed an unfair burden on such company as a result of such transaction or any express or implied terms,
conditions, or understandings applicable thereto.

(2)(A) For the purpose of paragraph (1)(A) of this subsection, interested persons of a corporate trustee shall be determined in
accordance with section 80a-2(a)(19)(B) of this title: Provided, That no person shall be deemed to be an interested person of a
corporate trustee solely by reason of (i) his being a member of its board of directors or advisory board or (ii) his membership
in the immediate family of any person specified in clause (i) of this subparagraph.

(B) For the purpose of paragraph (1)(B) of this subsection, an unfair burden on a registered investment company includes any
arrangement, during the two-year period after the date on which any such transaction occurs, whereby the investment adviser
or corporate trustee or predecessor or successor investment advisers or corporate trustee or any interested person of any such
adviser or any such corporate trustee receives or is entitled to receive any compensation directly or indirectly (i) from any person
in connection with the purchase or sale of securities or other property to, from, or on behalf of such company, other than bona
fide ordinary compensation as principal underwriter for such company, or (ii) from such company or its security holders for
other than bona fide investment advisory or other services.

(3) If--

(A) an assignment of an investment advisory contract with a registered investment company results in a successor investment
adviser to such company, or if there is a change in control of or identity of a corporate trustee of a registered investment
company, and such adviser or trustee is then an investment adviser or corporate trustee with respect to other assets substantially
greater in amount than the amount of assets of such company, or

(B) as a result of a merger of, or a sale of substantially all the assets by, a registered investment company with or to another
registered investment company with assets substantially greater in amount, a transaction occurs which would be subject to
paragraph (1)(A) of this subsection,

such discrepancy in size of assets shall be considered by the Commission in determining whether or to what extent an application
under section 80a-6(c) of this title for exemption from the provisions of paragraph (1)(A) of this subsection should be granted.

(4) Paragraph (1)(A) of this subsection shall not apply to a transaction in which a controlling block of outstanding voting
securities of an investment adviser to a registered investment company or of a corporate trustee performing the functions of an
investment adviser to a registered investment company is--

(A) distributed to the public and in which there is, in fact, no change in the identity of the persons who control such investment
adviser or corporate trustee, or

(B) transferred to the investment adviser or the corporate trustee, or an affiliated person or persons of such investment adviser
or corporate trustee, or is transferred from the investment adviser or corporate trustee to an affiliated person or persons of
the investment adviser or corporate trustee: Provided, That (i) each transferee (other than such adviser or trustee) is a natural
person and (ii) the transferees (other than such adviser or trustee) owned in the aggregate more than 25 per centum of such
voting securities for a period of at least six months prior to such transfer.
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KeyCite Yellow Flag - Negative Treatment
 Proposed Legislation

United States Code Annotated
Title 15. Commerce and Trade

Chapter 2D. Investment Companies and Advisers
Subchapter I. Investment Companies (Refs & Annos)

15 U.S.C.A. § 80a-5

§ 80a-5. Subclassification of management companies

Currentness

(a) Open-end and closed-end companies

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

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

(2) “Closed-end company” means any management 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 management company which meets the following requirements: At least 75 per centum
of the value of its total assets is represented by cash and cash items (including receivables), Government securities, securities
of other investment 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 outstanding 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 requirements 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 requirements 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 acquisition.
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Code of Federal Regulations
Title 17. Commodity and Securities Exchanges

Chapter II. Securities and Exchange Commission
Part 210. Form and Content of and Requirements for Financial Statements, Securities Act of 1933, Securities
Exchange Act of 1934, Investment Company Act of 1940, Investment Advisers Act of 1940, and Energy Policy
and Conservation Act of 1975 (Refs & Annos)

Qualifications and Reports of Accountants (Refs & Annos)

17 C.F.R. § 210.2–01

§ 210.2–01 Qualifications of accountants.

Effective: June 9, 2021
Currentness

Section 210.2–01 is designed to ensure that auditors are qualified and independent of their audit clients both in fact and
in appearance. Accordingly, the rule sets forth restrictions on financial, employment, and business relationships between an
accountant and an audit client and restrictions on an accountant providing certain non-audit services to an audit client. Section
210.2–01(b) sets forth the general standard of auditor independence. Paragraphs (c)(1) through (c)(5) of this section reflect
the application of the general standard to particular circumstances. The rule does not purport to, and the Commission could
not, consider all circumstances that raise independence concerns, and these are subject to the general standard in § 210.2–
01(b). In considering this standard, the Commission looks in the first instance to whether a relationship or the provision of
a service: Creates a mutual or conflicting interest between the accountant and the audit client; places the accountant in the
position of auditing his or her own work; results in the accountant acting as management or an employee of the audit client;
or places the accountant in a position of being an advocate for the audit client. These factors are general guidance only, and
their application may depend on particular facts and circumstances. For that reason, § 210.2–01(b) provides that, in determining
whether an accountant is independent, the Commission will consider all relevant facts and circumstances. For the same reason,
registrants and accountants are encouraged to consult with the Commission's Office of the Chief Accountant before entering
into relationships, including relationships involving the provision of services that are not explicitly described in the rule.

(a) The Commission will not recognize any person as a certified public accountant who is not duly registered and in good
standing as such under the laws of the place of his residence or principal office. The Commission will not recognize any person
as a public accountant who is not in good standing and entitled to practice as such under the laws of the place of his residence
or principal office.

(b) The Commission will not recognize an accountant as independent, with respect to an audit client, if the accountant is not, or
a reasonable investor with knowledge of all relevant facts and circumstances would conclude that the accountant is not, capable
of exercising objective and impartial judgment on all issues encompassed within the accountant's engagement. In determining
whether an accountant is independent, the Commission will consider all relevant circumstances, including all relationships
between the accountant and the audit client, and not just those relating to reports filed with the Commission.

(c) This paragraph sets forth a non-exclusive specification of circumstances inconsistent with paragraph (b) of this section.

https://www.westlaw.com/Browse/Home/Regulations/CodeofFederalRegulationsCFR?transitionType=DocumentItem&contextData=(sc.UserEnteredCitation)&rs=clbt1.0&vr=3.0 
https://www.westlaw.com/Browse/Home/Regulations/CodeofFederalRegulationsCFR?guid=NBC9DDFF085DD11D99564CBDD35F58A0E&transitionType=DocumentItem&contextData=(sc.UserEnteredCitation)&rs=clbt1.0&vr=3.0 
https://www.westlaw.com/Browse/Home/Regulations/CodeofFederalRegulationsCFR?guid=N6F3F65C085DE11D99564CBDD35F58A0E&transitionType=DocumentItem&contextData=(sc.UserEnteredCitation)&rs=clbt1.0&vr=3.0 
https://www.westlaw.com/Browse/Home/Regulations/CodeofFederalRegulationsCFR?guid=N1D64FB30C7DA11E09822B13307EAF19F&transitionType=DocumentItem&contextData=(sc.UserEnteredCitation)&rs=clbt1.0&vr=3.0 
https://www.westlaw.com/Browse/Home/Regulations/CodeofFederalRegulationsCFR?guid=N1D64FB30C7DA11E09822B13307EAF19F&transitionType=DocumentItem&contextData=(sc.UserEnteredCitation)&rs=clbt1.0&vr=3.0 
https://www.westlaw.com/Browse/Home/Regulations/CodeofFederalRegulationsCFR?guid=N1D64FB30C7DA11E09822B13307EAF19F&transitionType=DocumentItem&contextData=(sc.UserEnteredCitation)&rs=clbt1.0&vr=3.0 
https://www.westlaw.com/Link/Document/FullText?findType=l&cite=lk(CFRT17CIIPT210R)&originatingDoc=N6068A7D0C50211EB9ED5A39F3706EE36&refType=CM&sourceCite=17+C.F.R.+%c2%a7+210.2%e2%80%9301&originationContext=document&vr=3.0&rs=cblt1.0&transitionType=DocumentItem&contextData=(sc.UserEnteredCitation) 
https://www.westlaw.com/Browse/Home/Regulations/CodeofFederalRegulationsCFR?guid=NB5BD345085DE11D99564CBDD35F58A0E&transitionType=DocumentItem&contextData=(sc.UserEnteredCitation)&rs=clbt1.0&vr=3.0 
https://www.westlaw.com/Link/Document/FullText?findType=l&cite=lk(CFRT17CIIPT210R)&originatingDoc=N6068A7D0C50211EB9ED5A39F3706EE36&refType=CM&sourceCite=17+C.F.R.+%c2%a7+210.2%e2%80%9301&originationContext=document&vr=3.0&rs=cblt1.0&transitionType=DocumentItem&contextData=(sc.UserEnteredCitation) 


§ 210.2–01 Qualifications of accountants., 17 C.F.R. § 210.2–01

 © 2024 Thomson Reuters. No claim to original U.S. Government Works. 2

(1) Financial relationships. An accountant is not independent if, at any point during the audit and professional engagement
period, the accountant has a direct financial interest or a material indirect financial interest in the accountant's audit client,
such as:

(i) Investments in audit clients. An accountant is not independent when:

(A) The accounting firm, any covered person in the firm, or any of his or her immediate family members, has any direct
investment in an audit client, such as stocks, bonds, notes, options, or other securities. The term direct investment
includes an investment in an audit client through an intermediary if:

(1) The accounting firm, covered person, or immediate family member, alone or together with other persons,
supervises or participates in the intermediary's investment decisions or has control over the intermediary; or

(2) The intermediary is not a diversified management investment company, as defined by section 5(b)(1) of the
Investment Company Act of 1940, 15 U.S.C. 80a–5(b)(1), and has an investment in the audit client that amounts
to 20% or more of the value of the intermediary's total investments.

(B) Any partner, principal, shareholder, or professional employee of the accounting firm, any of his or her immediate
family members, any close family member of a covered person in the firm, or any group of the above persons has filed
a Schedule 13D or 13G (17 CFR 240.13d–101 or 240.13d–102) with the Commission indicating beneficial ownership
of more than five percent of an audit client's equity securities or controls an audit client, or a close family member of
a partner, principal, or shareholder of the accounting firm controls an audit client.

(C) The accounting firm, any covered person in the firm, or any of his or her immediate family members, serves as
voting trustee of a trust, or executor of an estate, containing the securities of an audit client, unless the accounting
firm, covered person in the firm, or immediate family member has no authority to make investment decisions for
the trust or estate.

(D) The accounting firm, any covered person in the firm, any of his or her immediate family members, or any group
of the above persons has any material indirect investment in an audit client. For purposes of this paragraph, the
term material indirect investment does not include ownership by any covered person in the firm, any of his or her
immediate family members, or any group of the above persons of 5% or less of the outstanding shares of a diversified
management investment company, as defined by section 5(b)(1) of the Investment Company Act of 1940, 15 U.S.C.
80a–5(b)(1), that invests in an audit client.

(E) The accounting firm, any covered person in the firm, or any of his or her immediate family members:

(1) Has any direct or material indirect investment in an entity where:

(i) An audit client has an investment in that entity that is material to the audit client and has the ability to exercise
significant influence over that entity; or
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(ii) The entity has an investment in an audit client that is material to that entity and has the ability to exercise
significant influence over that audit client;

(2) Has any material investment in an entity over which an audit client has the ability to exercise significant
influence; or

(3) Has the ability to exercise significant influence over an entity that has the ability to exercise significant
influence over an audit client.

(ii) Other financial interests in audit client. An accountant is not independent when the accounting firm, any covered person
in the firm, or any of his or her immediate family members has:

(A) Loans/debtor-creditor relationship.

(1) Any loan (including any margin loan) to or from an audit client, an audit client's officers or directors that have
the ability to affect decision-making at the entity under audit, or beneficial owners (known through reasonable
inquiry) of the audit client's equity securities where such beneficial owner has significant influence over the
entity under audit. The following loans obtained from a financial institution under its normal lending procedures,
terms, and requirements are excepted from this paragraph (c)(1)(ii)(A)(1):

(i) Automobile loans and leases collateralized by the automobile;

(ii) Loans fully collateralized by the cash surrender value of an insurance policy;

(iii) Loans fully collateralized by cash deposits at the same financial institution;

(iv) Mortgage loans collateralized by the borrower's primary residence provided the loans were not obtained
while the covered person in the firm was a covered person; and

(v) Student loans provided the loans were not obtained while the covered person in the firm was a covered person.

(2) For purposes of paragraph (c)(1)(ii)(A) of this section:

(i) The term audit client for a fund under audit excludes any other fund that otherwise would be considered an
affiliate of the audit client;

(ii) The term fund means: An investment company or an entity that would be an investment company but for
the exclusions provided by Section 3(c) of the Investment Company Act of 1940 (15 U.S.C. 80a–3(c)); or a
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commodity pool as defined in Section 1a(10) of the U.S. Commodity Exchange Act, as amended [(7 U.S.C.
1–1a(10)], that is not an investment company or an entity that would be an investment company but for the
exclusions provided by Section 3(c) of the Investment Company Act of 1940 (15 U.S.C. 80a–3(c)).

(B) Savings and checking accounts. Any savings, checking, or similar account at a bank, savings and loan, or similar
institution that is an audit client, if the account has a balance that exceeds the amount insured by the Federal Deposit
Insurance Corporation or any similar insurer, except that an accounting firm account may have an uninsured balance
provided that the likelihood of the bank, savings and loan, or similar institution experiencing financial difficulties
is remote.

(C) Broker-dealer accounts. Brokerage or similar accounts maintained with a broker-dealer that is an audit client, if:

(1) Any such account includes any asset other than cash or securities (within the meaning of “security” provided
in the Securities Investor Protection Act of 1970 (“SIPA”) (15 U.S.C. 78aaa et seq.));

(2) The value of assets in the accounts exceeds the amount that is subject to a Securities Investor Protection
Corporation advance, for those accounts, under Section 9 of SIPA (15 U.S.C. 78fff–3); or

(3) With respect to non–U.S. accounts not subject to SIPA protection, the value of assets in the accounts exceeds
the amount insured or protected by a program similar to SIPA.

(D) Futures commission merchant accounts. Any futures, commodity, or similar account maintained with a futures
commission merchant that is an audit client.

(E) Consumer loans. Any aggregate outstanding consumer loan balance owed to a lender that is an audit client that
is not reduced to $10,000 or less on a current basis taking into consideration the payment due date and any available
grace period.

(F) Insurance products. Any individual policy issued by an insurer that is an audit client unless:

(1) The policy was obtained at a time when the covered person in the firm was not a covered person in the
firm; and

(2) The likelihood of the insurer becoming insolvent is remote.

(G) Investment companies. Any financial interest in an entity that is part of an investment company complex that
includes an audit client.

(iii) Exceptions. Notwithstanding paragraphs (c)(1)(i) and (c)(1)(ii) of this section, an accountant will not be deemed not
independent if:
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(A) Inheritance and gift. Any person acquires an unsolicited financial interest, such as through an unsolicited gift
or inheritance, that would cause an accountant to be not independent under paragraph (c)(1)(i) or (c)(1)(ii) of this
section, and the financial interest is disposed of as soon as practicable, but no later than 30 days after the person has
knowledge of and the right to dispose of the financial interest.

(B) New audit engagement. Any person has a financial interest that would cause an accountant to be not independent
under paragraph (c)(1)(i) or (c)(1)(ii) of this section, and:

(1) The accountant did not audit the client's financial statements for the immediately preceding fiscal year; and

(2) The accountant is independent under paragraph (c)(1)(i) and (c)(1)(ii) of this section before the earlier of:

(i) Signing an initial engagement letter or other agreement to provide audit, review, or attest services to the audit
client; or

(ii) Commencing any audit, review, or attest procedures (including planning the audit of the client's financial
statements).

(C) Employee compensation and benefit plans. An immediate family member of a person who is a covered person in
the firm only by virtue of paragraphs (f)(11)(iii) or (f)(11)(iv) of this section has a financial interest that would cause
an accountant to be not independent under paragraph (c)(1)(i) or (c)(1)(ii) of this section, and the acquisition of the
financial interest was an unavoidable consequence of participation in his or her employer's employee compensation
or benefits program, provided that the financial interest, other than unexercised employee stock options, is disposed
of as soon as practicable, but no later than 30 days after the person has the right to dispose of the financial interest.

(iv) Audit clients' financial relationships. An accountant is not independent when:

(A) Investments by the audit client in the accounting firm. An audit client has, or has agreed to acquire, any direct
investment in the accounting firm, such as stocks, bonds, notes, options, or other securities, or the audit client's officers
or directors are record or beneficial owners of more than 5% of the equity securities of the accounting firm.

(B) Underwriting. An accounting firm engages an audit client to act as an underwriter, broker-dealer, market-maker,
promoter, or analyst with respect to securities issued by the accounting firm.

(2) Employment relationships. An accountant is not independent if, at any point during the audit and professional
engagement period, the accountant has an employment relationship with an audit client, such as:

(i) Employment at audit client of accountant. A current partner, principal, shareholder, or professional employee of the
accounting firm is employed by the audit client or serves as a member of the board of directors or similar management
or governing body of the audit client.
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(ii) Employment at audit client of certain relatives of accountant. A close family member of a covered person in the firm is
in an accounting role or financial reporting oversight role at an audit client, or was in such a role during any period covered
by an audit for which the covered person in the firm is a covered person.

(iii) Employment at audit client of former employee of accounting firm.

(A) A former partner, principal, shareholder, or professional employee of an accounting firm is in an accounting role
or financial reporting oversight role at an audit client, unless the individual:

(1) Does not influence the accounting firm's operations or financial policies;

(2) Has no capital balances in the accounting firm; and

(3) Has no financial arrangement with the accounting firm other than one providing for regular payment of a
fixed dollar amount (which is not dependent on the revenues, profits, or earnings of the accounting firm):

(i) Pursuant to a fully funded retirement plan, rabbi trust, or, in jurisdictions in which a rabbi trust does not exist,
a similar vehicle; or

(ii) In the case of a former professional employee who was not a partner, principal, or shareholder of the
accounting firm and who has been disassociated from the accounting firm for more than five years, that is
immaterial to the former professional employee; and

(B) A former partner, principal, shareholder, or professional employee of an accounting firm is in a financial reporting
oversight role at an issuer (as defined in section 10A(f)) of the Securities Exchange Act of 1934 (15 U.S.C. 78j–1(f)),
except an issuer that is an investment company registered under section 8 of the Investment Company Act of 1940
(15 U.S.C. 80a–8), unless the individual:

(1) Employed by the issuer was not a member of the audit engagement team of the issuer during the one year
period preceding the date that audit procedures commenced for the fiscal period that included the date of initial
employment of the audit engagement team member by the issuer;

(2) For purposes of paragraph (c)(2)(iii)(B)(1) of this section, the following individuals are not considered to be
members of the audit engagement team:

(i) Persons, other than the lead partner and the Engagement Quality Reviewer, who provided 10 or fewer hours
of audit, review, or attest services during the period covered by paragraph (c)(2)(iii)(B)(1) of this section;
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(ii) Individuals employed by the issuer as a result of a business combination between an issuer that is an audit
client and the employing entity, provided employment was not in contemplation of the business combination
and the audit committee of the successor issuer is aware of the prior employment relationship; and

(iii) Individuals that are employed by the issuer due to an emergency or other unusual situation provided that the
audit committee determines that the relationship is in the interest of investors;

(3) For purposes of paragraph (c)(2)(iii)(B)(1) of this section, audit procedures are deemed to have commenced
for a fiscal period the day following the filing of the issuer's periodic annual report with the Commission covering
the previous fiscal period; or

(C) A former partner, principal, shareholder, or professional employee of an accounting firm is in a financial reporting
oversight role with respect to an investment company registered under section 8 of the Investment Company Act of
1940 (15 U.S.C. 80a–8), if:

(1) The former partner, principal, shareholder, or professional employee of an accounting firm is employed in
a financial reporting oversight role related to the operations and financial reporting of the registered investment
company at an entity in the investment company complex, as defined in (f)(14) of this section, that includes the
registered investment company; and

(2) The former partner, principal, shareholder, or professional employee of an accounting firm employed by
the registered investment company or any entity in the investment company complex was a member of the
audit engagement team of the registered investment company or any other registered investment company in the
investment company complex during the one year period preceding the date that audit procedures commenced
that included the date of initial employment of the audit engagement team member by the registered investment
company or any entity in the investment company complex.

(3) For purposes of paragraph (c)(2)(iii)(C)(2) of this section, the following individuals are not considered to be
members of the audit engagement team:

(i) Persons, other than the lead partner and the Engagement Quality Reviewer, who provided 10 or fewer hours
of audit, review, or attest services during the period covered by paragraph (c)(2)(iii)(B)(1) of this section;

(ii) Individuals employed by the registered investment company or any entity in the investment company complex
as a result of a business combination between a registered investment company or any entity in the investment
company complex that is an audit client and the employing entity, provided employment was not in contemplation
of the business combination and the audit committee of the registered investment company is aware of the prior
employment relationship; and

(iii) Individuals that are employed by the registered investment company or any entity in the investment company
complex due to an emergency or other unusual situation provided that the audit committee determines that the
relationship is in the interest of investors.
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(4) For purposes of paragraph (c)(2)(iii)(C)(2) of this section, audit procedures are deemed to have commenced
the day following the filing of the registered investment company's periodic annual report with the Commission.

(iv) Employment at accounting firm of former employee of audit client. A former officer, director, or employee of an audit
client becomes a partner, principal, shareholder, or professional employee of the accounting firm, unless the individual
does not participate in, and is not in a position to influence, the audit of the financial statements of the audit client covering
any period during which he or she was employed by or associated with that audit client.

(3) Business relationships. An accountant is not independent if, at any point during the audit and professional engagement
period, the accounting firm or any covered person in the firm has any direct or material indirect business relationship with
an audit client, or with persons associated with the audit client in a decision-making capacity, such as an audit client's
officers or directors that have the ability to affect decision-making at the entity under audit or beneficial owners (known
through reasonable inquiry) of the audit client's equity securities where such beneficial owner has significant influence
over the entity under audit. The relationships described in this paragraph (c)(3) do not include a relationship in which the
accounting firm or covered person in the firm provides professional services to an audit client or is a consumer in the
ordinary course of business.

(4) Non-audit services. An accountant is not independent if, at any point during the audit and professional engagement
period, the accountant provides the following non-audit services to an audit client:

(i) Bookkeeping or other services related to the accounting records or financial statements of the audit client. Any service,
unless it is reasonable to conclude that the results of these services will not be subject to audit procedures during an audit
of the audit client's financial statements, including:

(A) Maintaining or preparing the audit client's accounting records;

(B) Preparing the audit client's financial statements that are filed with the Commission or that form the basis of
financial statements filed with the Commission; or

(C) Preparing or originating source data underlying the audit client's financial statements.

(ii) Financial information systems design and implementation. Any service, unless it is reasonable to conclude that the
results of these services will not be subject to audit procedures during an audit of the audit client's financial statements,
including:

(A) Directly or indirectly operating, or supervising the operation of, the audit client's information system or managing
the audit client's local area network; or
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(B) Designing or implementing a hardware or software system that aggregates source data underlying the financial
statements or generates information that is significant to the audit client's financial statements or other financial
information systems taken as a whole.

(iii) Appraisal or valuation services, fairness opinions, or contribution-in-kind reports. Any appraisal service, valuation
service, or any service involving a fairness opinion or contribution-in-kind report for an audit client, unless it is reasonable
to conclude that the results of these services will not be subject to audit procedures during an audit of the audit client's
financial statements.

(iv) Actuarial services. Any actuarially-oriented advisory service involving the determination of amounts recorded in the
financial statements and related accounts for the audit client other than assisting a client in understanding the methods,
models, assumptions, and inputs used in computing an amount, unless it is reasonable to conclude that the results of these
services will not be subject to audit procedures during an audit of the audit client's financial statements.

(v) Internal audit outsourcing services. Any internal audit service that has been outsourced by the audit client that relates
to the audit client's internal accounting controls, financial systems, or financial statements, for an audit client unless it is
reasonable to conclude that the results of these services will not be subject to audit procedures during an audit of the audit
client's financial statements.

(vi) Management functions. Acting, temporarily or permanently, as a director, officer, or employee of an audit client, or
performing any decision-making, supervisory, or ongoing monitoring function for the audit client.

(vii) Human resources.

(A) Searching for or seeking out prospective candidates for managerial, executive, or director positions;

(B) Engaging in psychological testing, or other formal testing or evaluation programs;

(C) Undertaking reference checks of prospective candidates for an executive or director position;

(D) Acting as a negotiator on the audit client's behalf, such as determining position, status or title, compensation,
fringe benefits, or other conditions of employment; or

(E) Recommending, or advising the audit client to hire, a specific candidate for a specific job (except that an accounting
firm may, upon request by the audit client, interview candidates and advise the audit client on the candidate's
competence for financial accounting, administrative, or control positions).

(viii) Broker-dealer, investment adviser, or investment banking services. Acting as a broker-dealer (registered or
unregistered), promoter, or underwriter, on behalf of an audit client, making investment decisions on behalf of the audit
client or otherwise having discretionary authority over an audit client's investments, executing a transaction to buy or
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sell an audit client's investment, or having custody of assets of the audit client, such as taking temporary possession of
securities purchased by the audit client.

(ix) Legal services. Providing any service to an audit client that, under circumstances in which the service is provided,
could be provided only by someone licensed, admitted, or otherwise qualified to practice law in the jurisdiction in which
the service is provided.

(x) Expert services unrelated to the audit. Providing an expert opinion or other expert service for an audit client, or an
audit client's legal representative, for the purpose of advocating an audit client's interests in litigation or in a regulatory or
administrative proceeding or investigation. In any litigation or regulatory or administrative proceeding or investigation,
an accountant's independence shall not be deemed to be impaired if the accountant provides factual accounts, including
in testimony, of work performed or explains the positions taken or conclusions reached during the performance of any
service provided by the accountant for the audit client.

(5) Contingent fees. An accountant is not independent if, at any point during the audit and professional engagement period,
the accountant provides any service or product to an audit client for a contingent fee or a commission, or receives a
contingent fee or commission from an audit client.

(6) Partner rotation.

(i) Except as provided in paragraph (c)(6)(ii) of this section, an accountant is not independent of an audit client when:

(A) Any audit partner as defined in paragraph (f)(7)(ii) of this section performs:

(1) The services of a lead partner, as defined in paragraph (f)(7)(ii)(A) of this section, or Engagement Quality
Reviewer, as defined in paragraph (f)(7)(ii)(B) of this section; for more than five consecutive years; or

(2) One or more of the services defined in paragraphs (f)(7)(ii)(C) and (D) of this section for more than seven
consecutive years;

(B) Any audit partner:

(1) Within the five consecutive year period following the performance of services for the maximum period
permitted under paragraph (c)(6)(i)(A)(1) of this section, performs for that audit client the services of a lead
partner, as defined in paragraph (f)(7)(ii)(A) of this section, or Engagement Quality Reviewer, as defined in
paragraph (f)(7)(ii)(B) of this section, or a combination of those services; or

(2) Within the two consecutive year period following the performance of services for the maximum period
permitted under paragraph (c)(6)(i)(A)(2) of this section, performs one or more of the services defined in
paragraph (f)(7)(ii) of this section.



§ 210.2–01 Qualifications of accountants., 17 C.F.R. § 210.2–01

 © 2024 Thomson Reuters. No claim to original U.S. Government Works. 11

(ii) Any accounting firm with less than five audit clients that are issuers (as defined in section 10A(f) of the Securities
Exchange Act of 1934 (15 U.S.C. 78j–1(f))) and less than ten partners shall be exempt from paragraph (c)(6)(i) of this
section provided the Public Company Accounting Oversight Board conducts a review at least once every three years of
each of the audit client engagements that would result in a lack of auditor independence under this paragraph.

(iii) For purposes of paragraph (c)(6)(i) of this section, an audit client that is an investment company registered under
section 8 of the Investment Company Act of 1940 (15 U.S.C. 80a–8), does not include an affiliate of the audit client that
is an entity in the same investment company complex, as defined in paragraph (f)(14) of this section, except for another
registered investment company in the same investment company complex. For purposes of calculating consecutive years of
service under paragraph (c)(6)(i) of this section with respect to investment companies in an investment company complex,
audits of registered investment companies with different fiscal year-ends that are performed in a continuous 12–month
period count as a single consecutive year.

(7) Audit committee administration of the engagement. An accountant is not independent of an issuer (as defined in section
10A(f) of the Securities Exchange Act of 1934 (15 U.S.C. 78j–1(f))), other than an issuer that is an Asset–Backed Issuer
as defined in § 229.1101 of this chapter, or an investment company registered under section 8 of the Investment Company
Act of 1940 (15 U.S.C. 80a–8), other than a unit investment trust as defined by section 4(2) of the Investment Company
Act of 1940 (15 U.S.C. 80a–4(2)), unless:

(i) In accordance with Section 10A(i) of the Securities Exchange Act of 1934 (15 U.S.C. 78j–1(i)) either:

(A) Before the accountant is engaged by the issuer or its subsidiaries, or the registered investment company or its
subsidiaries, to render audit or non-audit services, the engagement is approved by the issuer's or registered investment
company's audit committee; or

(B) The engagement to render the service is entered into pursuant to pre-approval policies and procedures established
by the audit committee of the issuer or registered investment company, provided the policies and procedures are
detailed as to the particular service and the audit committee is informed of each service and such policies and
procedures do not include delegation of the audit committees responsibilities under the Securities Exchange Act of
1934 to management; or

(C) With respect to the provision of services other than audit, review or attest services the pre-approval requirement
is waived if:

(1) The aggregate amount of all such services provided constitutes no more than five percent of the total amount
of revenues paid by the audit client to its accountant during the fiscal year in which the services are provided;

(2) Such services were not recognized by the issuer or registered investment company at the time of the
engagement to be non-audit services; and

(3) Such services are promptly brought to the attention of the audit committee of the issuer or registered
investment company and approved prior to the completion of the audit by the audit committee or by one or more
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members of the audit committee who are members of the board of directors to whom authority to grant such
approvals has been delegated by the audit committee.

(ii) A registered investment company's audit committee also must pre-approve its accountant's engagements for non-
audit services with the registered investment company's investment adviser (not including a sub-adviser whose role
is primarily portfolio management and is sub-contracted or overseen by another investment adviser) and any entity
controlling, controlled by, or under common control with the investment adviser that provides ongoing services to the
registered investment company in accordance with paragraph (c)(7)(i) of this section, if the engagement relates directly
to the operations and financial reporting of the registered investment company, except that with respect to the waiver of
the pre-approval requirement under paragraph (c)(7)(i)(C) of this section, the aggregate amount of all services provided
constitutes no more than five percent of the total amount of revenues paid to the registered investment company's accountant
by the registered investment company, its investment adviser and any entity controlling, controlled by, or under common
control with the investment adviser that provides ongoing services to the registered investment company during the fiscal
year in which the services are provided that would have to be pre-approved by the registered investment company's audit
committee pursuant to this section.

(8) Compensation. An accountant is not independent of an audit client if, at any point during the audit and professional
engagement period, any audit partner earns or receives compensation based on the audit partner procuring engagements
with that audit client to provide any products or services other than audit, review or attest services. Any accounting firm
with fewer than ten partners and fewer than five audit clients that are issuers (as defined in section 10A(f) of the Securities
Exchange Act of 1934 (15 U.S.C. 78j–1(f))) shall be exempt from the requirement stated in the previous sentence.

(d) Quality controls. An accounting firm's independence will not be impaired solely because a covered person in the firm is
not independent of an audit client provided:

(1) The covered person did not know of the circumstances giving rise to the lack of independence;

(2) The covered person's lack of independence was corrected as promptly as possible under the relevant circumstances
after the covered person or accounting firm became aware of it; and

(3) The accounting firm has a quality control system in place that provides reasonable assurance, taking into account the
size and nature of the accounting firm's practice, that the accounting firm and its employees do not lack independence, and
that covers at least all employees and associated entities of the accounting firm participating in the engagement, including
employees and associated entities located outside of the United States.

(4) For an accounting firm that annually provides audit, review, or attest services to more than 500 companies with a class
of securities registered with the Commission under section 12 of the Securities Exchange Act of 1934 (15 U.S.C. 78l), a
quality control system will not provide such reasonable assurance unless it has at least the following features:

(i) Written independence policies and procedures;

(ii) With respect to partners and managerial employees, an automated system to identify their investments in securities
that might impair the accountant's independence;
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(iii) With respect to all professionals, a system that provides timely information about entities from which the accountant
is required to maintain independence;

(iv) An annual or on-going firm-wide training program about auditor independence;

(v) An annual internal inspection and testing program to monitor adherence to independence requirements;

(vi) Notification to all accounting firm members, officers, directors, and employees of the name and title of the member
of senior management responsible for compliance with auditor independence requirements;

(vii) Written policies and procedures requiring all partners and covered persons to report promptly to the accounting firm
when they are engaged in employment negotiations with an audit client, and requiring the firm to remove immediately any
such professional from that audit client's engagement and to review promptly all work the professional performed related
to that audit client's engagement; and

(viii) A disciplinary mechanism to ensure compliance with this section.

(e) Transition provisions for mergers and acquisitions involving audit clients. An accounting firm's independence will not be
impaired because an audit client engages in a merger or acquisition that gives rise to a relationship or service that is inconsistent
with this rule, provided that:

(1) The accounting firm is in compliance with the applicable independence standards related to such services or
relationships when the services or relationships originated and throughout the period in which the applicable independence
standards apply;

(2) The accounting firm has or will address such services or relationships promptly under relevant circumstances as a result
of the occurrence of the merger or acquisition;

(3) The accounting firm has in place a quality control system as described in paragraph (d)(3) of this section that has the
following features:

(i) Procedures and controls that monitor the audit client's merger and acquisition activity to provide timely notice of a
merger or acquisition; and

(ii) Procedures and controls that allow for prompt identification of such services or relationships after initial notification of
a potential merger or acquisition that may trigger independence violations, but before the effective date of the transaction.

(f) Definitions of terms. For purposes of this section:
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(1) Accountant, as used in paragraphs (b) through (e) of this section, means a registered public accounting firm, certified
public accountant or public accountant performing services in connection with an engagement for which independence is
required. References to the accountant include any accounting firm with which the certified public accountant or public
accountant is affiliated.

(2) Accounting firm means an organization (whether it is a sole proprietorship, incorporated association, partnership,
corporation, limited liability company, limited liability partnership, or other legal entity) that is engaged in the practice of
public accounting and furnishes reports or other documents filed with the Commission or otherwise prepared under the
securities laws, and all of the organization's departments, divisions, parents, subsidiaries, and associated entities, including
those located outside of the United States. Accounting firm also includes the organization's pension, retirement, investment,
or similar plans.

(3)(i) Accounting role means a role in which a person is in a position to or does exercise more than minimal influence over
the contents of the accounting records or anyone who prepares them.

(ii) Financial reporting oversight role means a role in which a person is in a position to or does exercise influence over
the contents of the financial statements or anyone who prepares them, such as when the person is a member of the
board of directors or similar management or governing body, chief executive officer, president, chief financial officer,
chief operating officer, general counsel, chief accounting officer, controller, director of internal audit, director of financial
reporting, treasurer, or any equivalent position.

(4) Affiliate of the audit client means:

(i) An entity that has control over the entity under audit, or over which the entity under audit has control, including the
entity under audit's parents and subsidiaries;

(ii) An entity that is under common control with the entity under audit, including the entity under audit's parents and
subsidiaries, when the entity and the entity under audit are each material to the controlling entity;

(iii) An entity over which the audit client has significant influence, unless the entity is not material to the audit client;

(iv) An entity that has significant influence over the audit client, unless the audit client is not material to the entity; or

(v) Each entity in the investment company complex as determined in paragraph (f)(14) of this section when the entity
under audit is an investment company or investment adviser or sponsor, as those terms are defined in paragraphs (f)(14)
(ii), (iii), and (iv) of this section.

(5) Audit and professional engagement period includes both:

(i) The period covered by any financial statements being audited or reviewed (the “audit period”); and
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(ii) The period of the engagement to audit or review the audit client's financial statements or to prepare a report filed with
the Commission (the “professional engagement period”):

(A) The professional engagement period begins when the accountant either signs an initial engagement letter (or other
agreement to review or audit a client's financial statements) or begins audit, review, or attest procedures, whichever
is earlier; and

(B) The professional engagement period ends when the audit client or the accountant notifies the Commission that
the client is no longer that accountant's audit client.

(iii) The “audit and professional engagement period” does not include periods ended prior to the first day of the last fiscal
year before the issuer first filed, or was required to file, a registration statement or report with the Commission, provided
there has been full compliance with applicable independence standards in all prior periods covered by any registration
statement or report filed with the Commission.

(6) Audit client means the entity whose financial statements or other information is being audited, reviewed, or attested to
and any affiliates of the audit client, other than, for purposes of paragraph (c)(1)(i) of this section, entities that are affiliates
of the audit client only by virtue of paragraphs (f)(4)(iii), (f)(4)(iv), or (f)(14)(i)(E) of this section.

(7)(i) Audit engagement team means all partners, principals, shareholders and professional employees participating in an
audit, review, or attestation engagement of an audit client, including audit partners and all persons who consult with others
on the audit engagement team during the audit, review, or attestation engagement regarding technical or industry-specific
issues, transactions, or events.

(ii) Audit partner means a partner or persons in an equivalent position, other than a partner who consults with others on
the audit engagement team during the audit, review, or attestation engagement regarding technical or industry-specific
issues, transactions, or events, who is a member of the audit engagement team who has responsibility for decision-making
on significant auditing, accounting, and reporting matters that affect the financial statements, or who maintains regular
contact with management and the audit committee and includes the following:

(A) The lead or coordinating audit partner having primary responsibility for the audit or review (the “lead partner”);

(B) The partner conducting a quality review under applicable professional standards and any applicable rules of
the Commission to evaluate the significant judgments and the related conclusions reached in forming the overall
conclusion on the audit or review engagement (“Engagement Quality Reviewer” or “Engagement Quality Control
Reviewer”);

(C) Other audit engagement team partners who provide more than ten hours of audit, review, or attest services in
connection with the annual or interim consolidated financial statements of the issuer or an investment company
registered under section 8 of the Investment Company Act of 1940 (15 U.S.C. 80a–8); and
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(D) Other audit engagement team partners who serve as the “lead partner” in connection with any audit or review
related to the annual or interim financial statements of a subsidiary of the issuer whose assets or revenues constitute
20% or more of the assets or revenues of the issuer's respective consolidated assets or revenues.

(8) Chain of command means all persons who:

(i) Supervise or have direct management responsibility for the audit, including at all successively senior levels through
the accounting firm's chief executive;

(ii) Evaluate the performance or recommend the compensation of the audit engagement partner; or

(iii) Provide quality control or other oversight of the audit.

(9) Close family members means a person's spouse, spousal equivalent, parent, dependent, nondependent child, and sibling.

(10) Contingent fee means, except as stated in the next sentence, any fee established for the sale of a product or the
performance of any service pursuant to an arrangement in which no fee will be charged unless a specified finding or result
is attained, or in which the amount of the fee is otherwise dependent upon the finding or result of such product or service.
Solely for the purposes of this section, a fee is not a “contingent fee” if it is fixed by courts or other public authorities, or,
in tax matters, if determined based on the results of judicial proceedings or the findings of governmental agencies. Fees
may vary depending, for example, on the complexity of services rendered.

(11) Covered persons in the firm means the following partners, principals, shareholders, and employees of an accounting
firm:

(i) The “audit engagement team”;

(ii) The “chain of command”;

(iii) Any other partner, principal, shareholder, or managerial employee of the accounting firm who has provided ten or more
hours of non-audit services to the audit client for the period beginning on the date such services are provided and ending
on the date the accounting firm signs the report on the financial statements for the fiscal year during which those services
are provided, or who expects to provide ten or more hours of non-audit services to the audit client on a recurring basis; and

(iv) Any other partner, principal, or shareholder from an “office” of the accounting firm in which the lead audit engagement
partner primarily practices in connection with the audit.

(12) Group means two or more persons who act together for the purposes of acquiring, holding, voting, or disposing of
securities of a registrant.
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(13) Immediate family members means a person's spouse, spousal equivalent, and dependents.

(14) Investment company complex.

(i) “Investment company complex” includes:

(A) An entity under audit that is an:

(1) Investment company; or

(2) Investment adviser or sponsor;

(B) The investment adviser or sponsor of any investment company identified in paragraph (f)(14)(i)(A)(1) of this
section;

(C) Any entity controlled by or controlling:

(1) An entity under audit identified by paragraph (f)(14)(i)(A) of this section, or

(2) An investment adviser or sponsor identified by paragraph (f)(14)(i)(B) of this section. When the entity is
controlled by an investment adviser or sponsor identified by paragraph (f)(14)(i)(B), such entity is included
within the investment company complex if:

(i) The entity and the entity under audit are each material to the investment adviser or sponsor identified by
paragraph (f)(14)(i)(B) of this section; or

(ii) The entity is engaged in the business of providing administrative, custodial, underwriting, or transfer agent
services to any entity identified by paragraphs (f)(14)(i)(A) or (B) of this section;

(D) Any entity under common control with an entity under audit identified by paragraph (f)(14)(i)(A) of this section,
any investment adviser or sponsor identified by paragraph (f)(14)(i)(B) of this section, or any entity identified by
paragraph (f)(14)(i)(C) of this section; if the entity:

(1) Is an investment company or an investment adviser or sponsor, when the entity and the entity under audit
identified by paragraph (f)(14)(i)(A) of this section are each material to the controlling entity; or

(2) Is engaged in the business of providing administrative, custodian, underwriting, or transfer agent services to
any entity identified by paragraphs (f)(14)(i)(A) and (f)(14)(i)(B) of this section;
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(E) Any entity over which an entity under audit identified by paragraph (f)(14)(i)(A) of this section has significant
influence, unless the entity is not material to the entity under audit identified by paragraph (f)(14)(i)(A) of this section,
or any entity that has significant influence over an entity under audit identified by paragraph (f)(14)(i)(A) of this
section, unless the entity under audit identified by paragraph (f)(14)(i)(A) of this section is not material to the entity
that has significant influence over it; and

(F) Any investment company that has an investment adviser or sponsor included in this definition by paragraphs (f)
(14)(i)(A) through (f)(14)(i)(D) of this section.

(ii) An investment company, for purposes of paragraph (f)(14) of this section, means any investment company or an entity
that would be an investment company but for the exclusions provided by Section 3(c) of the Investment Company Act
of 1940 (15 U.S.C. 80a–3(c)).

(iii) An investment adviser, for purposes of this definition, does not include a subadviser whose role is primarily portfolio
management and is subcontracted with or overseen by another investment adviser.

(iv) Sponsor, for purposes of this definition, is an entity that establishes a unit investment trust.

(15) Office means a distinct sub-group within an accounting firm, whether distinguished along geographic or practice lines.

(16) Rabbi trust means an irrevocable trust whose assets are not accessible to the accounting firm until all benefit obligations
have been met, but are subject to the claims of creditors in bankruptcy or insolvency.

(17) Audit committee means a committee (or equivalent body) as defined in section 3(a)(58) of the Securities Exchange
Act of 1934 (15 U.S.C. 78c(a)(58)).

Credits
[37 FR 14594, July 21, 1972, as amended at 48 FR 9521, March 7, 1983; 65 FR 76082, Dec. 5, 2000; 68 FR 6044, Feb. 5,
2003; 70 FR 1593, Jan. 7, 2005; 83 FR 50198, Oct. 4, 2018; 84 FR 32060, July 5, 2019; 85 FR 80541, Dec. 11, 2020; 86 FR
8686, Feb. 9, 2021]

SOURCE: Sections 210.2–01 to 210.2–05 appear at 37 FR 14594, July 21, 1972; 50 FR 49531, Dec. 3, 1985; 51 FR 3770, Jan.
30, 1986; 56 FR 30053, July 1, 1991; 56 FR 57247, Nov. 8, 1991; 57 FR 36501, Aug. 13, 1992; 57 FR 47409, Oct. 16, 1992;
58 FR 14660, March 18, 1993; 59 FR 65631, Dec. 20, 1994; 62 FR 6063, Feb. 10, 1997; 62 FR 12749, March 18, 1997; 65
FR 76082, Dec. 5, 2000; 68 FR 4871, Jan. 30, 2003; 68 FR 36660, June 18, 2003; 71 FR 76594, Dec. 21, 2006; 74 FR 18614,
April 23, 2009; 76 FR 50119, Aug. 12, 2011; 82 FR 17551, April 12, 2017, unless otherwise noted.

AUTHORITY: 15 U.S.C. 77f, 77g, 77h, 77j, 77s, 77z–2, 77z–3, 77aa(25), 77aa(26), 77nn(25), 77nn(26), 78c, 78j–1, 78l, 78m,
78n, 78o(d), 78q, 78u–5, 78w, 78ll, 78mm, 80a–8, 80a–20, 80a–29, 80a–30, 80a–31, 80a–37(a), 80b–3, 80b–11, 7202 and 7262,
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United States Code Annotated
Title 7. Agriculture (Refs & Annos)

Chapter 1. Commodity Exchanges (Refs & Annos)

7 U.S.C.A. § 6f

§ 6f. Registration and financial requirements; risk assessment

Currentness

(a)Registration of futures commission merchants, introducing brokers, and floor brokers and traders

(1) Any person desiring to register as a futures commission merchant, introducing broker, floor broker, or floor trader hereunder
shall be registered upon application to the Commission. The application shall be made in such form and manner as prescribed
by the Commission, giving such information and facts as the Commission may deem necessary concerning the business in
which the applicant is or will be engaged, including in the case of an application of a futures commission merchant or an
introducing broker, the names and addresses of the managers of all branch offices, and the names of such officers and partners,
if a partnership, and of such officers, directors, and stockholders, if a corporation, as the Commission may direct. Such person,
when registered hereunder, shall likewise continue to report and furnish to the Commission the above-mentioned information
and such other information pertaining to such person's business as the Commission may require. Each registration shall expire
on December 31 of the year for which issued or at such other time, not less than one year from the date of issuance, as the
Commission may by rule, regulation, or order prescribe, and shall be renewed upon application therefor unless the registration
has been suspended (and the period of such suspension has not expired) or revoked pursuant to the provisions of this chapter.

(2) Notwithstanding paragraph (1), and except as provided in paragraph (3), any broker or dealer that is registered with the
Securities and Exchange Commission shall be registered as a futures commission merchant or introducing broker, as applicable,
if--

(A) the broker or dealer limits its solicitation of orders, acceptance of orders, or execution of orders, or placing of orders
on behalf of others involving any contracts of sale of any commodity for future delivery, on or subject to the rules of any
contract market or registered derivatives transaction execution facility to security futures products;

(B) the broker or dealer files written notice with the Commission in such form as the Commission, by rule, may prescribe
containing such information as the Commission, by rule, may prescribe as necessary or appropriate in the public interest or
for the protection of investors;

(C) the registration of the broker or dealer is not suspended pursuant to an order of the Securities and Exchange Commission;
and

(D) the broker or dealer is a member of a national securities association registered pursuant to section 78o-3(a) of Title 15.
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The registration shall be effective contemporaneously with the submission of notice, in written or electronic form, to the
Commission.

(3) A floor broker or floor trader shall be exempt from the registration requirements of section 6e of this title and paragraph
(1) of this subsection if--

(A) the floor broker or floor trader is a broker or dealer registered with the Securities and Exchange Commission;

(B) the floor broker or floor trader limits its solicitation of orders, acceptance of orders, or execution of orders, or placing
of orders on behalf of others involving any contracts of sale of any commodity for future delivery, on or subject to the rules
of any contract market to security futures products; and

(C) the registration of the floor broker or floor trader is not suspended pursuant to an order of the Securities and Exchange
Commission.

(4)(A) A broker or dealer that is registered as a futures commission merchant or introducing broker pursuant to paragraph (2),
or that is a floor broker or floor trader exempt from registration pursuant to paragraph (3), shall be exempt from the following
provisions of this chapter and the rules thereunder:

(i)Subsections (b), (d), (e), and (g) of section 6c of this title.

(ii)Sections 6d, 6e, and 6h of this title.

(iii) Subsections (b) and (c) of this section.

(iv)Section 6j of this title.

(v)Section 6k(1) of this title.

(vi)Section 6p of this title.

(vii)Section 13a-2 of this title.

(viii)Subsections (d) and (g) of section 12 of this title.

(ix)Section 20 of this title.
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(B)(i) Except as provided in clause (ii) of this subparagraph, but notwithstanding any other provision of this chapter, the
Commission, by rule, regulation, or order, may conditionally or unconditionally exempt any broker or dealer subject to the
registration requirement of paragraph (2), or any broker or dealer exempt from registration pursuant to paragraph (3), from any
provision of this chapter or of any rule or regulation thereunder, to the extent the exemption is necessary or appropriate in the
public interest and is consistent with the protection of investors.

(ii) The Commission shall, by rule or regulation, determine the procedures under which an exemptive order under this section
shall be granted and may, in its sole discretion, decline to entertain any application for an order of exemption under this section.

(C)(i) A broker or dealer that is registered as a futures commission merchant or introducing broker pursuant to paragraph (2) or
an associated person thereof, or that is a floor broker or floor trader exempt from registration pursuant to paragraph (3), shall
not be required to become a member of any futures association registered under section 21 of this title.

(ii) No futures association registered under section 21 of this title shall limit its members from carrying an account, accepting
an order, or transacting business with a broker or dealer that is registered as a futures commission merchant or introducing
broker pursuant to paragraph (2) or an associated person thereof, or that is a floor broker or floor trader exempt from registration
pursuant to paragraph (3).

(b)Financial requirements for futures commission merchants and introducing brokers

Notwithstanding any other provisions of this chapter, no person desiring to register as futures commission merchant or as
introducing broker shall be so registered unless he meets such minimum financial requirements as the Commission may by
regulation prescribe as necessary to insure his meeting his obligation as a registrant, and each person so registered shall at all
times continue to meet such prescribed minimum financial requirements: Provided, That such minimum financial requirements
will be considered met if the applicant for registration or registrant is a member of a contract market or derivatives transaction
execution facility and conforms to minimum financial standards and related reporting requirements set by such contract market
or derivatives transaction execution facility in its bylaws, rules, regulations, or resolutions and approved by the Commission
as adequate to effectuate the purposes of this subsection.

(c)Risk assessment for holding company systems

(1) As used in this subsection:

(i) The term “affiliated person” means any person directly or indirectly controlling, controlled by, or under common control
with a futures commission merchant, as the Commission, by rule or regulation, may determine will effectuate the purposes
of this subsection.

(ii) The term “Federal banking agency” shall have the same meaning as the term “appropriate Federal banking agency” in
section 1813(q) of Title 12.

(2)(A) Each registered futures commission merchant shall obtain such information and make and keep such records as the
Commission, by rule or regulation, prescribes concerning the registered futures commission merchant's policies, procedures, or
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systems for monitoring and controlling financial and operational risks to it resulting from the activities of any of its affiliated
persons, other than a natural person.

(B) The records required under subparagraph (A) shall describe, in the aggregate, each of the futures and other financial activities
conducted by, and the customary sources of capital and funding of, those of its affiliated persons whose business activities
are reasonably likely to have a material impact on the financial or operational condition of the futures commission merchant,
including its adjusted net capital, its liquidity, or its ability to conduct or finance its operations.

(C) The Commission, by rule or regulation, may require summary reports of such information to be filed by the futures
commission merchant with the Commission no more frequently than quarterly.

(3)(A) , 1  If, as a result of adverse market conditions or based on reports provided to the Commission pursuant to paragraph (2)
or other available information, the Commission reasonably concludes that the Commission has concerns regarding the financial
or operational condition of any registered futures commission merchant, the Commission may require the futures commission
merchant to make reports concerning the futures and other financial activities of any of such person's affiliated persons, other
than a natural person, whose business activities are reasonably likely to have a material impact on the financial or operational
condition of the futures commission merchant.

(B) The Commission, in requiring reports pursuant to this paragraph, shall specify the information required, the period for
which it is required, the time and date on which the information must be furnished, and whether the information is to be
furnished directly to the Commission or to a contract market or derivatives transaction execution facility or other self-regulatory
organization with primary responsibility for examining the registered futures commission merchant's financial and operational
condition.

(4)(A) in 2  developing and implementing reporting requirements pursuant to paragraph (2) with respect to affiliated persons
subject to examination by or reporting requirements of a Federal banking agency, the Commission shall consult with and
consider the views of each such Federal banking agency. If a Federal banking agency comments in writing on a proposed rule
of the Commission under this subsection that has been published for comment, the Commission shall respond in writing to
the written comment before adopting the proposed rule. The Commission shall, at the request of the Federal banking agency,
publish the comment and response in the Federal Register at the time of publishing the adopted rule.

(B)(i) Except as provided in clause (ii), a registered futures commission merchant shall be considered to have complied with
a recordkeeping or reporting requirement adopted pursuant to paragraph (2) concerning an affiliated person that is subject to
examination by, or reporting requirements of, a Federal banking agency if the futures commission merchant utilizes for the
recordkeeping or reporting requirement copies of reports filed by the affiliated person with the Federal banking agency pursuant
to section 161 of Title 12, section 9 of the Federal Reserve Act (12 U.S.C. 321 et seq.), section 1817(a) of Title 12, section
1467a(b) of Title 12, or section 1844 of Title 12.

(ii) The Commission may, by rule adopted pursuant to paragraph (2), require any futures commission merchant filing the reports
with the Commission to obtain, maintain, or report supplemental information if the Commission makes an explicit finding
that the supplemental information is necessary to inform the Commission regarding potential risks to the futures commission
merchant. Prior to requiring any such supplemental information, the Commission shall first request the Federal banking agency
to expand its reporting requirements to include the information.
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(5) Prior to making a request pursuant to paragraph (3) for information with respect to an affiliated person that is subject to
examination by or reporting requirements of a Federal banking agency, the Commission shall--

(A) notify the agency of the information required with respect to the affiliated person; and

(B) consult with the agency to determine whether the information required is available from the agency and for other purposes,
unless the Commission determines that any delay resulting from the consultation would be inconsistent with ensuring the
financial and operational condition of the futures commission merchant or the stability or integrity of the futures markets.

(6) Nothing in this subsection shall be construed to permit the Commission to require any futures commission merchant to
obtain, maintain, or furnish any examination report of any Federal banking agency or any supervisory recommendations or
analysis contained in the report.

(7) No information provided to or obtained by the Commission from any Federal banking agency pursuant to a request under
paragraph (5) regarding any affiliated person that is subject to examination by or reporting requirements of a Federal banking
agency may be disclosed to any other person (other than as provided in section 12 of this title or section 12a(6) of this title),
without the prior written approval of the Federal banking agency.

(8) The Commission shall notify a Federal banking agency of any concerns of the Commission regarding significant financial
or operational risks resulting from the activities of any futures commission merchant to any affiliated person thereof that is
subject to examination by or reporting requirements of the Federal banking agency.

(9) The Commission, by rule, regulation, or order, may exempt any person or class of persons under such terms and conditions
and for such periods as the Commission shall provide in the rule, regulation, or order, from this subsection and the rules and
regulations issued under this subsection. In granting the exemption, the Commission shall consider, among other factors--

(A) whether information of the type required under this subsection is available from a supervisory agency (as defined in
section 3401(7) of Title 12), a State insurance commission or similar State agency, the Securities and Exchange Commission,
or a similar foreign regulator;

(B) the primary business of any affiliated person;

(C) the nature and extent of domestic or foreign regulation of the affiliated person's activities;

(D) the nature and extent of the registered futures commission merchant's commodity futures and options activities; and

(E) with respect to the registered futures commission merchant and its affiliated persons, on a consolidated basis, the amount
and proportion of assets devoted to, and revenues derived from activities in the United States futures markets.

https://www.westlaw.com/Link/Document/FullText?findType=L&pubNum=1000546&cite=7USCAS12&originatingDoc=N5A93C5E0573511DDBD72FD83EF82BB51&refType=LQ&originationContext=document&vr=3.0&rs=cblt1.0&transitionType=DocumentItem&contextData=(sc.Category) 
https://www.westlaw.com/Link/Document/FullText?findType=L&pubNum=1000546&cite=7USCAS12A&originatingDoc=N5A93C5E0573511DDBD72FD83EF82BB51&refType=RB&originationContext=document&vr=3.0&rs=cblt1.0&transitionType=DocumentItem&contextData=(sc.Category)#co_pp_1e9a0000fd6a3 
https://www.westlaw.com/Link/Document/FullText?findType=L&pubNum=1000546&cite=12USCAS3401&originatingDoc=N5A93C5E0573511DDBD72FD83EF82BB51&refType=RB&originationContext=document&vr=3.0&rs=cblt1.0&transitionType=DocumentItem&contextData=(sc.Category)#co_pp_794b00004e3d1 


§ 6f. Registration and financial requirements; risk assessment, 7 USCA § 6f

 © 2024 Thomson Reuters. No claim to original U.S. Government Works. 6

(10) Information required to be provided pursuant to this subsection shall be subject to section 12 of this title. Except as
specifically provided in section 12 of this title and notwithstanding any other provision of law, the Commission shall not
be compelled to disclose any information required to be reported under this subsection, or any information supplied to the
Commission by any domestic or foreign regulatory agency that relates to the financial or operational condition of any affiliated
person of a registered futures commission merchant.

(11) Nothing in paragraphs (1) through (10) shall be construed to supersede or to limit in any way the authority or powers of
the Commission pursuant to any other provision of this chapter or regulations issued under this chapter.

CREDIT(S)

(Sept. 21, 1922, c. 369, § 4f, as added June 15, 1936, c. 545, § 5, 49 Stat. 1495; amended Pub.L. 90-258, § 7, Feb. 19,
1968, 82 Stat. 28; Pub.L. 93-463, Title I, § 103(a), Oct. 23, 1974, 88 Stat. 1392; Pub.L. 95-405, § 5, Sept. 30, 1978, 92 Stat.
869; Pub.L. 97-444, Title II, § 208, Jan. 11, 1983, 96 Stat. 2302; Pub.L. 102-546, Title II, §§ 207(b)(1), 229, Oct. 28, 1992,
106 Stat. 3604, 3619; Pub.L. 106-554, § 1(a)(5) [Title I, § 123(a)(6), Title II, § 252(b), (c)], Dec. 21, 2000, 114 Stat. 2763,
2763A-407, 2763A-447; Pub.L. 110-234, Title XIII, § 13105(b), May 22, 2008, 122 Stat. 1434; Pub.L. 110-246, § 4(a), Title
XIII, § 13105(b), June 18, 2008, 122 Stat. 1664, 2196.)

Notes of Decisions (8)

Footnotes

1 So in original. Comma probably should not appear.

2 So in original. Probably should be capitalized.

7 U.S.C.A. § 6f, 7 USCA § 6f
Current through P.L. 118-30. Some statute sections may be more current, see credits for details.
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Code of Federal Regulations
Title 17. Commodity and Securities Exchanges

Chapter II. Securities and Exchange Commission
Part 240. General Rules and Regulations, Securities Exchange Act of 1934 (Refs & Annos)

Subpart A. Rules and Regulations Under the Securities Exchange Act of 1934
Reports of Directors, Officers, and Principal Shareholders

17 C.F.R. § 240.16a–1

§ 240.16a–1 Definition of terms.

Effective: November 21, 2011
Currentness

Terms defined in this rule shall apply solely to section 16 of the Act and the rules thereunder. These terms shall not be limited
to section 16(a) of the Act but also shall apply to all other subsections under section 16 of the Act.

(a) The term beneficial owner shall have the following applications:

(1) Solely for purposes of determining whether a person is a beneficial owner of more than ten percent of any class of equity
securities registered pursuant to section 12 of the Act, the term “beneficial owner” shall mean any person who is deemed
a beneficial owner pursuant to section 13(d) of the Act and the rules thereunder; provided, however, that the following
institutions or persons shall not be deemed the beneficial owner of securities of such class held for the benefit of third
parties or in customer or fiduciary accounts in the ordinary course of business (or in the case of an employee benefit plan
specified in paragraph (a)(1)(vi) of this section, of securities of such class allocated to plan participants where participants
have voting power) as long as such shares are acquired by such institutions or persons without the purpose or effect of
changing or influencing control of the issuer or engaging in any arrangement subject to Rule 13d–3(b) (§ 240.13d–3(b)):

(i) A broker or dealer registered under section 15 of the Act (15 U.S.C. 78o);

(ii) A bank as defined in section 3(a)(6) of the Act (15 U.S.C. 78c);

(iii) An insurance company as defined in section 3(a)(19) of the Act (15 U.S.C. 78c);

(iv) An investment company registered under section 8 of the Investment Company Act of 1940 (15 U.S.C. 80a–8);

(v) Any person registered as an investment adviser under Section 203 of the Investment Advisers Act of 1940 (15 U.S.C.
80b–3) or under the laws of any state;

(vi) An employee benefit plan as defined in Section 3(3) of the Employee Retirement Income Security Act of 1974, as
amended, 29 U.S.C. 1001 et seq. (“ERISA”) that is subject to the provisions of ERISA, or any such plan that is not subject
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to ERISA that is maintained primarily for the benefit of the employees of a state or local government or instrumentality,
or an endowment fund;

(vii) A parent holding company or control person, provided the aggregate amount held directly by the parent or control
person, and directly and indirectly by their subsidiaries or affiliates that are not persons specified in § 240.16a–1 (a)(1)(i)
through (x), does not exceed one percent of the securities of the subject class;

(viii) A savings association as defined in Section 3(b) of the Federal Deposit Insurance Act (12 U.S.C. 1813);

(ix) A church plan that is excluded from the definition of an investment company under section 3(c)(14) of the Investment
Company Act of 1940 (15 U.S.C. 80a–30);

(x) A non–U.S. institution that is the functional equivalent of any of the institutions listed in paragraphs (a)(1)(i) through
(ix) of this section, so long as the non–U.S. institution is subject to a regulatory scheme that is substantially comparable to
the regulatory scheme applicable to the equivalent U.S. institution and the non–U.S. institution is eligible to file a Schedule
13G pursuant to § 240.13d–1(b)(1)(ii)(J); and

(xi) A group, provided that all the members are persons specified in § 240.16a–1 (a)(1)(i) through (x).

Note to paragraph (a): Pursuant to this section, a person deemed a beneficial owner of more than ten percent of any class of
equity securities registered under section 12 of the Act would file a Form 3 (§ 249.103), but the securities holdings disclosed on
Form 3, and changes in beneficial ownership reported on subsequent Forms 4 (§ 249.104) or 5 (§ 249.105), would be determined
by the definition of “beneficial owner” in paragraph (a)(2) of this section.

(2) Other than for purposes of determining whether a person is a beneficial owner of more than ten percent of any class of
equity securities registered under Section 12 of the Act, the term beneficial owner shall mean any person who, directly or
indirectly, through any contract, arrangement, understanding, relationship or otherwise, has or shares a direct or indirect
pecuniary interest in the equity securities, subject to the following:

(i) The term pecuniary interest in any class of equity securities shall mean the opportunity, directly or indirectly, to profit
or share in any profit derived from a transaction in the subject securities.

(ii) The term indirect pecuniary interest in any class of equity securities shall include, but not be limited to:

(A) Securities held by members of a person's immediate family sharing the same household; provided, however, that
the presumption of such beneficial ownership may be rebutted; see also § 240.16a–1(a)(4);

(B) A general partner's proportionate interest in the portfolio securities held by a general or limited partnership.
The general partner's proportionate interest, as evidenced by the partnership agreement in effect at the time of the
transaction and the partnership's most recent financial statements, shall be the greater of:
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(1) The general partner's share of the partnership's profits, including profits attributed to any limited partnership
interests held by the general partner and any other interests in profits that arise from the purchase and sale of
the partnership's portfolio securities; or

(2) The general partner's share of the partnership capital account, including the share attributable to any limited
partnership interest held by the general partner.

(C) A performance-related fee, other than an asset-based fee, received by any broker, dealer, bank, insurance company,
investment company, investment adviser, investment manager, trustee or person or entity performing a similar
function; provided, however, that no pecuniary interest shall be present where:

(1) The performance-related fee, regardless of when payable, is calculated based upon net capital gains and/or
net capital appreciation generated from the portfolio or from the fiduciary's overall performance over a period
of one year or more; and

(2) Equity securities of the issuer do not account for more than ten percent of the market value of the portfolio.
A right to a nonperformance-related fee alone shall not represent a pecuniary interest in the securities;

(D) A person's right to dividends that is separated or separable from the underlying securities. Otherwise, a right to
dividends alone shall not represent a pecuniary interest in the securities;

(E) A person's interest in securities held by a trust, as specified in § 240.16a–8(b); and

(F) A person's right to acquire equity securities through the exercise or conversion of any derivative security, whether
or not presently exercisable.

(iii) A shareholder shall not be deemed to have a pecuniary interest in the portfolio securities held by a corporation or
similar entity in which the person owns securities if the shareholder is not a controlling shareholder of the entity and does
not have or share investment control over the entity's portfolio.

(3) Where more than one person subject to section 16 of the Act is deemed to be a beneficial owner of the same equity
securities, all such persons must report as beneficial owners of the securities, either separately or jointly, as provided
in § 240.16a–3(j). In such cases, the amount of short-swing profit recoverable shall not be increased above the amount
recoverable if there were only one beneficial owner.

(4) Any person filing a statement pursuant to section 16(a) of the Act may state that the filing shall not be deemed an
admission that such person is, for purposes of section 16 of the Act or otherwise, the beneficial owner of any equity
securities covered by the statement.

(5) The following interests are deemed not to confer beneficial ownership for purposes of section 16 of the Act:
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(i) Interests in portfolio securities held by any investment company registered under the Investment Company Act of 1940
(15 U.S.C. 80a–1 et seq.); and

(ii) Interests in securities comprising part of a broad-based, publicly traded market basket or index of stocks, approved for
trading by the appropriate federal governmental authority.

(b) The term call equivalent position shall mean a derivative security position that increases in value as the value of the
underlying equity increases, including, but not limited to, a long convertible security, a long call option, and a short put option
position.

(c) The term derivative securities shall mean any option, warrant, convertible security, stock appreciation right, or similar right
with an exercise or conversion privilege at a price related to an equity security, or similar securities with a value derived from
the value of an equity security, but shall not include:

(1) Rights of a pledgee of securities to sell the pledged securities;

(2) Rights of all holders of a class of securities of an issuer to receive securities pro rata, or obligations to dispose of
securities, as a result of a merger, exchange offer, or consolidation involving the issuer of the securities;

(3) Rights or obligations to surrender a security, or have a security withheld, upon the receipt or exercise of a derivative
security or the receipt or vesting of equity securities, in order to satisfy the exercise price or the tax withholding
consequences of receipt, exercise or vesting;

(4) Interests in broad-based index options, broad-based index futures, and broad-based publicly traded market baskets of
stocks approved for trading by the appropriate federal governmental authority;

(5) Interests or rights to participate in employee benefit plans of the issuer;

(6) Rights with an exercise or conversion privilege at a price that is not fixed; or

(7) Options granted to an underwriter in a registered public offering for the purpose of satisfying over-allotments in such
offering.

(d) The term equity security of such issuer shall mean any equity security or derivative security relating to an issuer, whether
or not issued by that issuer.

(e) The term immediate family shall mean any child, stepchild, grandchild, parent, stepparent, grandparent, spouse,
sibling, mother-in-law, father-in-law, son-in-law, daughter-in-law, brother-in-law, or sister-in-law, and shall include adoptive
relationships.
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(f) The term “officer” shall mean an issuer's president, principal financial officer, principal accounting officer (or, if there is
no such accounting officer, the controller), any vice-president of the issuer in charge of a principal business unit, division or
function (such as sales, administration or finance), any other officer who performs a policy-making function, or any other person
who performs similar policy-making functions for the issuer. Officers of the issuer's parent(s) or subsidiaries shall be deemed
officers of the issuer if they perform such policy-making functions for the issuer. In addition, when the issuer is a limited
partnership, officers or employees of the general partner(s) who perform policy-making functions for the limited partnership
are deemed officers of the limited partnership. When the issuer is a trust, officers or employees of the trustee(s) who perform
policy-making functions for the trust are deemed officers of the trust.

Note: “Policy-making function” is not intended to include policy-making functions that are not significant. If pursuant to Item
401(b) of Regulation S–K (§ 229.401(b)) the issuer identifies a person as an “executive officer,” it is presumed that the Board
of Directors has made that judgment and that the persons so identified are the officers for purposes of Section 16 of the Act, as
are such other persons enumerated in this paragraph (f) but not in Item 401(b).

(g) The term portfolio securities shall mean all securities owned by an entity, other than securities issued by the entity.

(h) The term put equivalent position shall mean a derivative security position that increases in value as the value of the underlying
equity decreases, including, but not limited to, a long put option and a short call option position.
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57344, Sept. 24, 2014; 80 FR 14550, March 19, 2015; 80 FR 49013, Aug. 14, 2015; 81 FR 8637, Feb. 19, 2016; 81 FR 28705,
May 10, 2016; 81 FR 30142, May 13, 2016; 81 FR 70900, Oct. 13, 2016; 82 FR 17555, April 12, 2017; 84 FR 33491, July 12,
2019; 84 FR 33629, July 12, 2019; 84 FR 44041, Aug. 22, 2019; 84 FR 55055, Oct. 15, 2019; 87 FR 73138, Nov. 28, 2022; 88
FR 42584, June 30, 2023; 88 FR 75185, Nov. 1, 2023, unless otherwise noted.

AUTHORITY: 15 U.S.C. 77c, 77d, 77g, 77j, 77s, 77z–2, 77z–3, 77eee, 77ggg, 77nnn, 77sss, 77ttt, 78c, 78c–3, 78c–5,78d, 78e,
78f, 78g, 78i, 78j, 78j–1, 78j–4, 78k, 78k–1, 78l, 78m, 78n, 78n–1, 78o, 78o–4, 78o–10, 78p, 78q, 78q–1, 78s, 78u–5, 78w, 78x,
78dd, 78ll, 78mm, 80a–20, 80a–23, 80a–29, 80a–37, 80b–3, 80b–4, 80b–11, 7201 et seq., and 8302; 7 U.S.C. 2(c)(2)(E); 12
U.S.C.5221(e)(3); 18 U.S.C. 1350; and Pub.L. 111–203, 939A, 124 Stat.1376 (2010); and Pub.L. 112–106, sec. 503 and 602,
126 Stat. 326 (2012), unless otherwise noted.; Section 240.3a4–1 also issued under secs. 3 and 15, 89 Stat. 97, as amended,
89 Stat. 121 as amended;; Section 240.3a12–8 also issued under 15 U.S.C. 78a et seq., particularly secs. 3(a)(12), 15 U.S.C.
78c(a)(12), and 23(a), 15 U.S.C. 78w(a);; Section 240.3a12–10 also issued under 15 U.S.C. 78b and c;; Section 240.3a12–9
also issued under secs. 3(a)(12), 7(c), 11(d)(1), 15 U.S.C. 78c(a)(12), 78g(c), 78k(d)(1);; Sections 240.3a43–1 and 240.3a44–1
also issued under sec. 3; 15 U.S.C. 78c;; Sections 3a67–1 through 3a67–9 and 3a71–1 and 3a71–2 are also issued under Pub.L.
111–203, §§ 712, 761(b), 124 Stat. 1841 (2010).; Section 240.3a67–10, 240.3a71–3, 240.3a71–4, 240.3a71–5, and 240.3a71–
6 are also issued under Pub.L. 111–203, secs. 712, 761(b), 124 Stat. 1754 (2010), and 15 U.S.C. 78dd(c).; Sections 240.3a71–
3 and 240.3a71–5 are also issued under Pub.L. 111–203, sec. 761(b), 124 Stat. 1754 (2010), and 15 U.S.C. 78dd(c).; Section
240.3b–6 is also issued under 15 U.S.C. 77f, 77g, 77h, 77j, 77s(a).; Section 240.3b–9 also issued under secs. 2, 3 and 15, 89
Stat. 97, as amended, 89 Stat. 121, as amended (15 U.S.C. 78b, 78c, 78o);; Section 240.9b–1 is also issued under sec. 2, 7,
10, 19(a), 48 Stat. 74, 78, 81, 85; secs. 201, 205, 209, 120, 48 Stat. 905, 906, 908; secs. 1–4, 8, 68 Stat. 683, 685; sec. 12(a),
73 Stat. 143; sec. 7(a), 74 Stat. 412; sec. 27(a), 84 Stat. 1433; sec. 308(a)(2), 90 Stat. 57; sec. 505, 94 Stat. 2292; secs. 9, 15,
23(a), 48 Stat. 889, 895, 901; sec. 230(a), 49 Stat. 704; secs. 3, 8, 49 Stat. 1377, 1379; sec. 2, 52 Stat. 1075; secs. 6, 10, 78
Stat. 570–574, 580; sec. 11(d), 84 Stat. 121; sec. 18, 89 Stat. 155; sec. 204, 91 Stat. 1500; 15 U.S.C. 77b, 77g, 77j, 77s(a),
78i, 78o, 78w(a);; Section 240.10b–10 is also issued under secs. 2, 3, 9, 10, 11, 11A, 15, 17, 23, 48 Stat. 891, 89 Stat. 97,
121, 137, 156, (15 U.S.C. 78b, 78c, 78i, 78j, 78k, 78k–1, 78o, 78q).; Section 240.12a–7 also issued under 15 U.S.C. 78a et
seq., particularly secs. 3(a)(12), 15 U.S.C. 78c(a)(12), 6, 15 U.S.C. 78(f), 11A, 15 U.S.C. 78k, 12, 15 U.S.C. 78(l), and 23(a)
(1), 15 U.S.C. 78(w)(a)(1).; Sections 240.12b–1 to 240.12b–36 also issued under secs. 3, 12, 13, 15, 48 Stat. 892, as amended,
894, 895, as amended; 15 U.S.C. 78c, 78l, 78m, 78o;; Section 240.12b–15 is also issued under secs. 3(a) and 302, Pub.L. No.
107–204, 116 Stat. 745.; Section 240.12b–25 is also issued under 15 U.S.C. 80a–8, 80a–24(a), 80a–29, and 80a–37.; Section
240.12g–3 is also issued under 15 U.S.C. 77f, 77g, 77h, 77j, 77s(a).; Section 240.12g3–2 is also issued under 15 U.S.C. 77f,
77g, 77h, 77j, 77s(a).; Section 240.13a–10 is also issued under secs. 3(a) and 302, Pub.L. No. 107–204, 116 Stat. 745.; Section
240.13a–11 is also issued under secs. 3(a) and 306(a), Pub.L. 107–204, 116 Stat. 745.; Section 240.13a–14 is also issued under
secs. 3(a) and 302, Pub.L. No. 107–204, 116 Stat. 745.; Section 240.13a–15 is also issued under secs. 3(a) and 302, Pub.L. No.
107–204, 116 Stat. 745.; Section 240.13d–3 is also issued under Public Law 111–203 § 766, 124 Stat. 1799 (2010).; Sections
240.13e–4, 240.14d–7, 240.14d–10 and 240.14e–1 also issued under secs. 3(b), 9(a)(6), 10(b), 13(e), 14(d) and 14(e), 15 U.S.C.
78c(b), 78i(a)(6), 78j(b), 78m(e), 78n(d) and 78n(e) and sec. 23(c) of the Investment Company Act of 1940, 15 U.S.C. 80a–
23(c);; Sections 240.13e–4 to 240.13e–101 also issued under secs. 3(b), 9(a)(6), 10(b), 13(e), 14(e), 15(c)(1), 48 Stat. 882, 889,
891, 894, 895, 901, sec. 8, 49 Stat. 1379, sec. 5, 78 Stat. 569, 570, secs. 2, 3, 82 Stat. 454, 455, secs. 1, 2, 3–5, 84 Stat. 1497,
secs. 3, 18, 89 Stat. 97, 155; 15 U.S.C. 78c(b), 78i(a)(6), 78j(b), 78m(e), 78n(e), 78o(c)

sec. 23(c) of the Investment Company Act of 1940; 54 Stat. 825; 15 U.S.C. 80a–23(c);; Section 240.13p–1 is also issued under
sec. 1502, Pub.L. 111–203, 124 Stat. 1376.; Section 240.13q–1 is also issued under sec. 1504, Pub.L. 111–203, 124 Stat. 2220.;
Sections 240.14a–1, 240.14a–3, 240.14a–13, 240.14b–1, 240.14b–2, 240.14c–1, and 240.14c–7 also issued under secs. 12, 15
U.S.C. 781, and 14, Pub.L. 99–222, 99 Stat. 1737,15 U.S.C. 78n;; Sections 240.14a–3, 240.14a–13, 240.14b–1 and 240.14c–
7 also issued under secs. 12, 14 and 17, 15 U.S.C. 781, 78n and 78g;; Sections 240.14c–1 to 240.14c–101 also issued under
sec. 14, 48 Stat. 895; 15 U.S.C. 78n;; Section 240.14d–1 is also issued under 15 U.S.C. 77g, 77j, 77s(a), 77ttt(a), 80a–37.;
Section 240.14e–2 is also issued under 15 U.S.C. 77g, 77h, 77s(a), 77sss, 80a–37(a).; Section 240.14e–4 also issued under the
Exchange Act, 15 U.S.C. 78a et seq., and particularly sections 3(b), 10(a), 10(b), 14(e), 15(c), and 23(a) of the Exchange Act
(15 U.S.C. 78c(b), 78j(a), 78j(b), 78n(e), 78o(c), and 78w(a)).; Section 240.15a–6, also issued under secs. 3, 10, 15, and 17,
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15 U.S.C. 78c, 78j, 78o, and 78q;; Section 240.15b1–3 also issued under sec. 15, 17; 15 U.S.C. 78o78q;; Sections 240.15b1–3
and 240.15b2–1 also issued under 15 U.S.C. 78o, 78q;; Section 240.15b2–2 also issued under secs. 3, 15; 15 U.S.C. 78c, 78o;;
Sections 240.15b10–1 to 240.15b10–9 also issued under secs. 15, 17, 48 Stat. 895, 897, sec. 203, 49 Stat. 704, secs. 4, 8, 49
Stat. 1379, sec. 5, 52 Stat. 1076, sec. 6, 78 Stat. 570; 15 U.S.C. 78o, 78q, 12 U.S.C. 241 nt.;; Section 240.15c2–6, also issued
under secs. 3, 10, and 15, 15 U.S.C. 78c, 78j, and 78o.; Section 240.15c2–11 also issued under 15 U.S.C. 78j(b), 78o(c), 78q(a),
and 78w(a).; Section 240.15c2–12 also issued under 15 U.S.C. 78b, 78c, 78j, 78o, 78o–4 and 78q.; Section 240.15c3–1 is also
issued under 15 U.S.C. 78o(c)(3), 78o–10(d), and 78o–10(e).; Sections 240.15c3–1a, 240.15c3-1e, 240.15c3-1f, 240.15c3-1g
are also issued under Pub. L. 111-203, secs. 939, 939A, 124. Stat. 1376 (2010) (15 U.S.C. 78c, 15 U.S.C. 78o-7 note).; Section
240.15c3–3 is also issued under 15 U.S.C. 78c–5, 78o(c)(2), 78(c)(3), 78q(a), 78w(a); sec. 6(c), 84 Stat. 1652; 15 U.S.C. 78fff.;
Section 240.15c3–3a is also issued under Pub.L. 111–203, §§ 939, 939A, 124. Stat. 1376 (2010) (15 U.S.C. 78c, 15 U.S.C.
78o–7 note).; Section 240.15c3–3(o) is also issued under Pub.L. 106–554, 114 Stat. 2763, section 203.; Section 240.15d–5
is also issued under 15 U.S.C. 77f, 77g, 77h, 77j, 77s(a).; Section 240.15d–10 is also issued under 15 U.S.C. 80a–20(a) and
80a–37(a), and secs. 3(a) and 302, Pub.L. No. 107–204, 116 Stat. 745.; Section 240.15d–11 is also issued under secs. 3(a) and
306(a), Pub.L. 107–204, 116 Stat. 745.; Section 240.15d–14 is also issued under secs. 3(a) and 302, Pub.L. No. 107–204, 116
Stat. 745.; Section 240.15d–15 is also issued under secs. 3(a) and 302, Pub.L. No. 107–204, 116 Stat. 745.; Section 240.15l–1
is also issued under Pub.L. 111–203, sec. 913, 124 Stat. 1376, 1827 (2010).; Sections 240.15Ba1–1 through 240.15Ba1–8 are
also issued under sec. 975, Public Law 111–203, 124 Stat. 1376 (2010). ; Section 240.15Bc4–1 is also issued under sec. 975,
Public Law 111–203, 124 Stat. 1376 (2010). ; Sections 240.15Ca1–1, 240.15Ca2–1, 240.15Ca2–2, 240.15Ca2–3, 240.15Ca2–
4, 240.15Ca2–5, 240.15Cc1–1 also issued under secs. 3, 15C; 15 U.S.C. 78c, 78o–5;; Sections 240.15fh–1 through 240.15Fh–
6 and 240.15Fk–1 are also issued under sec. 943, Pub.L. 111–203, 124 Stat. 1376.; Section 240.15Ga–1 is also issued under
sec. 943, Pub.L. 111–203, 124 Stat. 1376.; Section 240.15Ga–2 is also issued under sec. 943, Pub.L. 111–203, 124 Stat. 1376.;
Section 240.16a–1(a) is also issued under Public Law 111–203 § 766, 124 Stat. 1799 (2010).; Section 240.17a–3 also issued
under secs. 2, 17, 23a, 48 Stat. 897, as amended; 15 U.S.C. 78d–1, 78d–2, 78q; secs. 12, 14, 17, 23(a), 48 Stat. 892, 895, 897,
901; secs. 1, 4, 8, 49 Stat. 1375, 1379; sec. 203(a), 49 Stat. 704; sec. 5, 52 Stat. 1076

sec. 202, 68 Stat. 686; secs. 3, 5, 10, 78 Stat. 565-568, 569, 570, 580; secs. 1, 3, 82 Stat. 454, 455; secs. 28(c), 3–5, 84 Stat.
1435, 1497; sec. 105(b), 88 Stat. 1503; secs. 8, 9, 14, 18, 89 Stat. 117, 118, 137, 155; 15 U.S.C. 78l, 78n, 78q, 78w(a); ; Section
240.17a–4 also issued under secs. 2, 17, 23(a), 48 Stat. 897, as amended; 15 U.S.C. 78a, 78d–1, 78d–2; sec. 14, Pub.L. 94–29,
89 Stat. 137 (15 U.S.C. 78a); sec. 18, Pub.L. 94–29, 89 Stat. 155 (15 U.S.C. 78w);; Section 240.17a–14 is also issued under
Public Law 111–203, sec. 913, 124 Stat. 1376 (2010).; Section 240.17a–23 also issued under 15 U.S.C. 78b, 78c, 78o, 78q, and
78w(a).; Section 240.17f–1 is also authorized under sections 2, 17 and 17A, 48 Stat. 891, 89 Stat. 137, 141 (15 U.S.C. 78b, 78q,
78q–1);; Section 240.17g–7 is also issued under sec. 943, Pub.L. 111–203, 124 Stat. 1376.; Section 240.17g–8 is also issued
under sec. 938, Pub.L. 111–203, 124 Stat. 1376.; Section 240.17g–9 is also issued under sec. 936, Pub.L. 111–203, 124 Stat.
1376.; Section 240.17h–1T also issued under 15 U.S.C. 78q.; Sections 240.17Ac2–1(c) and 240.17Ac2–2 also issued under
secs. 17, 17A and 23(a); 48 Stat. 897, as amended, 89 Stat. 137, 141 and 48 Stat. 901 (15 U.S.C. 78q, 78q–1, 78w(a));; Section
240.17Ad–1 is also issued under secs. 2, 17, 17A and 23(a); 48 Stat. 841 as amended, 48 Stat. 897, as amended, 89 Stat. 137,
141, and 48 Stat. 901 (15 U.S.C. 78b, 78q, 78q–1, 78w);; Sections 240.17Ad–5 and 240.17Ad–10 are also issued under secs. 3
and 17A; 48 Stat. 882, as amended, and 89 Stat. (15 U.S.C. 78c and 78q–1);; Section 240.17Ad–7 also issued under 15 U.S.C.
78b, 78q, and 78q–1.; Section 240.17Ad–17 is also issued under Pub.L. 111–203, section 929W, 124 Stat. 1869 (2010).; Section
240.17Ad–22 is also issued under 12 U.S.C. 5461 et seq.; Sections 240.18a–1, 240.18a–1a, 240.18a–1b, 240.18a–1c, 240.18a–
1d, 240.18a–2, 240.18a–3, and 240.18a–10 are also issued under 15 U.S.C. 78o–10(d) and 78o–10(e).; Section 240.18a–4 is also
issued under 15 U.S.C. 78c–5(f).; Section 240.19b–4 is also issued under 12 U.S.C. 5465(e).; Sections 240.19c–4 also issued
under secs. 6, 11A, 14, 15A, 19 and 23 of the Securities Exchange Act of 1934 (15 U.S.C. 78o–3, and 78s);; Section 240.19c–
5 also issued under Sections 6, 11A, and 19 of the Securities Exchange Act of 1934, 48 Stat. 885, as amended, 89 Stat. 111, as
amended, and 48 Stat. 898, as amended, 15 U.S.C. 78f, 78k–1, and 78s.; Section 240.21F is also issued under Pub.L. 111–203,
§ 922(a), 124 Stat. 1841 (2010).; Section 240.31–1 is also issued under sec. 31, 48 Stat. 904, as amended (15 U.S.C. 78ee).
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Code of Federal Regulations
Title 17. Commodity and Securities Exchanges

Chapter II. Securities and Exchange Commission
Part 275. Rules and Regulations, Investment Advisers Act of 1940 (Refs & Annos)

17 C.F.R. § 275.204A–1

§ 275.204A–1 Investment adviser codes of ethics.

Effective: May 22, 2017
Currentness

(a) Adoption of code of ethics. If you are an investment adviser registered or required to be registered under section 203 of the
Act (15 U.S.C. 80b–3), you must establish, maintain and enforce a written code of ethics that, at a minimum, includes:

(1) A standard (or standards) of business conduct that you require of your supervised persons, which standard must reflect
your fiduciary obligations and those of your supervised persons;

(2) Provisions requiring your supervised persons to comply with applicable Federal securities laws;

(3) Provisions that require all of your access persons to report, and you to review, their personal securities transactions
and holdings periodically as provided below;

(4) Provisions requiring supervised persons to report any violations of your code of ethics promptly to your chief
compliance officer or, provided your chief compliance officer also receives reports of all violations, to other persons you
designate in your code of ethics; and

(5) Provisions requiring you to provide each of your supervised persons with a copy of your code of ethics and any
amendments, and requiring your supervised persons to provide you with a written acknowledgment of their receipt of the
code and any amendments.

(b) Reporting requirements—

(1) Holdings reports. The code of ethics must require your access persons to submit to your chief compliance officer or
other persons you designate in your code of ethics a report of the access person's current securities holdings that meets
the following requirements:

(i) Content of holdings reports. Each holdings report must contain, at a minimum:
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(A) The title and type of security, and as applicable the exchange ticker symbol or CUSIP number, number of shares,
and principal amount of each reportable security in which the access person has any direct or indirect beneficial
ownership;

(B) The name of any broker, dealer or bank with which the access person maintains an account in which any securities
are held for the access person's direct or indirect benefit; and

(C) The date the access person submits the report.

(ii) Timing of holdings reports. Your access persons must each submit a holdings report:

(A) No later than 10 days after the person becomes an access person, and the information must be current as of a date
no more than 45 days prior to the date the person becomes an access person.

(B) At least once each 12–month period thereafter on a date you select, and the information must be current as of a
date no more than 45 days prior to the date the report was submitted.

(2) Transaction reports. The code of ethics must require access persons to submit to your chief compliance officer or other
persons you designate in your code of ethics quarterly securities transactions reports that meet the following requirements:

(i) Content of transaction reports. Each transaction report must contain, at a minimum, the following information about
each transaction involving a reportable security in which the access person had, or as a result of the transaction acquired,
any direct or indirect beneficial ownership:

(A) The date of the transaction, the title, and as applicable the exchange ticker symbol or CUSIP number, interest rate
and maturity date, number of shares, and principal amount of each reportable security involved;

(B) The nature of the transaction (i.e., purchase, sale or any other type of acquisition or disposition);

(C) The price of the security at which the transaction was effected;

(D) The name of the broker, dealer or bank with or through which the transaction was effected; and

(E) The date the access person submits the report.

(ii) Timing of transaction reports. Each access person must submit a transaction report no later than 30 days after the end
of each calendar quarter, which report must cover, at a minimum, all transactions during the quarter.
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(3) Exceptions from reporting requirements. Your code of ethics need not require an access person to submit:

(i) Any report with respect to securities held in accounts over which the access person had no direct or indirect influence
or control;

(ii) A transaction report with respect to transactions effected pursuant to an automatic investment plan;

(iii) A transaction report if the report would duplicate information contained in broker trade confirmations or account
statements that you hold in your records so long as you receive the confirmations or statements no later than 30 days after
the end of the applicable calendar quarter.

(c) Pre-approval of certain investments. Your code of ethics must require your access persons to obtain your approval before
they directly or indirectly acquire beneficial ownership in any security in an initial public offering or in a limited offering.

(d) Small advisers. If you have only one access person (i.e., yourself), you are not required to submit reports to yourself or to
obtain your own approval for investments in any security in an initial public offering or in a limited offering, if you maintain
records of all of your holdings and transactions that this section would otherwise require you to report.

(e) Definitions. For the purpose of this section:

(1) Access person means:

(i) Any of your supervised persons:

(A) Who has access to nonpublic information regarding any clients' purchase or sale of securities, or nonpublic
information regarding the portfolio holdings of any reportable fund, or

(B) Who is involved in making securities recommendations to clients, or who has access to such recommendations
that are nonpublic.

(ii) If providing investment advice is your primary business, all of your directors, officers and partners are presumed to
be access persons.

(2) Automatic investment plan means a program in which regular periodic purchases (or withdrawals) are made
automatically in (or from) investment accounts in accordance with a predetermined schedule and allocation. An automatic
investment plan includes a dividend reinvestment plan.

(3) Beneficial ownership is interpreted in the same manner as it would be under § 240.16a–1(a)(2) of this chapter in
determining whether a person has beneficial ownership of a security for purposes of section 16 of the Securities Exchange
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Act of 1934 (15 U.S.C. 78p) and the rules and regulations thereunder. Any report required by paragraph (b) of this section
may contain a statement that the report will not be construed as an admission that the person making the report has any
direct or indirect beneficial ownership in the security to which the report relates.

(4) Federal securities laws means the Securities Act of 1933 (15 U.S.C. 77a-aa), the Securities Exchange Act of 1934
(15 U.S.C. 78a-mm), the Sarbanes–Oxley Act of 2002 (Pub.L. 107–204, 116 Stat. 745 (2002)), the Investment Company
Act of 1940 (15 U.S.C. 80a), the Investment Advisers Act of 1940 (15 U.S.C. 80b), title V of the Gramm–Leach–Bliley
Act (Pub.L. 106–102, 113 Stat. 1338 (1999), any rules adopted by the Commission under any of these statutes, the Bank
Secrecy Act (31 U.S.C. 5311–5314; 5316–5332) as it applies to funds and investment advisers, and any rules adopted
thereunder by the Commission or the Department of the Treasury.

(5) Fund means an investment company registered under the Investment Company Act.

(6) Initial public offering means an offering of securities registered under the Securities Act of 1933 (15 U.S.C. 77a), the
issuer of which, immediately before the registration, was not subject to the reporting requirements of sections 13 or 15(d)
of the Securities Exchange Act of 1934 (15 U.S.C. 78m or 78o(d)).

(7) Limited offering means an offering that is exempt from registration under the Securities Act of 1933 pursuant to section
4(a)(2) or section 4(a)(5) (15 U.S.C. 77d(a)(2) or 77d(a)(5)) or pursuant to §§ 230.504 or 230.506 of this chapter.

(8) Purchase or sale of a security includes, among other things, the writing of an option to purchase or sell a security.

(9) Reportable fund means:

(i) Any fund for which you serve as an investment adviser as defined in section 2(a)(20) of the Investment Company Act
of 1940 (15 U.S.C. 80a–2(a)(20)) (i.e., in most cases you must be approved by the fund's board of directors before you
can serve); or

(ii) Any fund whose investment adviser or principal underwriter controls you, is controlled by you, or is under common
control with you. For purposes of this section, control has the same meaning as it does in section 2(a)(9) of the Investment
Company Act of 1940 (15 U.S.C. 80a–2(a)(9)).

(10) Reportable security means a security as defined in section 202(a)(18) of the Act (15 U.S.C. 80b–2(a)(18)), except
that it does not include:

(i) Direct obligations of the Government of the United States;

(ii) Bankers' acceptances, bank certificates of deposit, commercial paper and high quality short-term debt instruments,
including repurchase agreements;

(iii) Shares issued by money market funds;
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(iv) Shares issued by open-end funds other than reportable funds; and

(v) Shares issued by unit investment trusts that are invested exclusively in one or more open-end funds, none of which
are reportable funds.

Credits
[69 FR 41708, July 9, 2004; 76 FR 81806, Dec. 29, 2011; 81 FR 83554, Nov. 21, 2016]
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§ 78m. Periodical and other reports

Effective: December 23, 2022
Currentness

(a)Reports by issuer of security; contents

Every issuer of a security registered pursuant to section 78l of this title shall file with the Commission, in accordance with such
rules and regulations as the Commission may prescribe as necessary or appropriate for the proper protection of investors and
to insure fair dealing in the security--

(1) such information and documents (and such copies thereof) as the Commission shall require to keep reasonably current
the information and documents required to be included in or filed with an application or registration statement filed pursuant
to section 78l of this title, except that the Commission may not require the filing of any material contract wholly executed
before July 1, 1962.

(2) such annual reports (and such copies thereof), certified if required by the rules and regulations of the Commission by
independent public accountants, and such quarterly reports (and such copies thereof), as the Commission may prescribe.

Every issuer of a security registered on a national securities exchange shall also file a duplicate original of such information,
documents, and reports with the exchange. In any registration statement, periodic report, or other reports to be filed with the
Commission, an emerging growth company need not present selected financial data in accordance with section 229.301 of
title 17, Code of Federal Regulations, for any period prior to the earliest audited period presented in connection with its first
registration statement that became effective under this chapter or the Securities Act of 1933 and, with respect to any such
statement or reports, an emerging growth company may not be required to comply with any new or revised financial accounting
standard until such date that a company that is not an issuer (as defined under section 7201 of this title) is required to comply
with such new or revised accounting standard, if such standard applies to companies that are not issuers.

(b)Form of report; books, records, and internal accounting; directives

(1) The Commission may prescribe, in regard to reports made pursuant to this chapter, the form or forms in which the required
information shall be set forth, the items or details to be shown in the balance sheet and the earnings statement, and the methods to
be followed in the preparation of reports, in the appraisal or valuation of assets and liabilities, in the determination of depreciation
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and depletion, in the differentiation of recurring and nonrecurring income, in the differentiation of investment and operating
income, and in the preparation, where the Commission deems it necessary or desirable, of separate and/or consolidated balance
sheets or income accounts of any person directly or indirectly controlling or controlled by the issuer, or any person under direct
or indirect common control with the issuer; but in the case of the reports of any person whose methods of accounting are
prescribed under the provisions of any law of the United States, or any rule or regulation thereunder, the rules and regulations of
the Commission with respect to reports shall not be inconsistent with the requirements imposed by such law or rule or regulation
in respect of the same subject matter (except that such rules and regulations of the Commission may be inconsistent with such
requirements to the extent that the Commission determines that the public interest or the protection of investors so requires).

(2) Every issuer which has a class of securities registered pursuant to section 78l of this title and every issuer which is required
to file reports pursuant to section 78o(d) of this title shall--

(A) make and keep books, records, and accounts, which, in reasonable detail, accurately and fairly reflect the transactions
and dispositions of the assets of the issuer;

(B) devise and maintain a system of internal accounting controls sufficient to provide reasonable assurances that--

(i) transactions are executed in accordance with management's general or specific authorization;

(ii) transactions are recorded as necessary (I) to permit preparation of financial statements in conformity with generally
accepted accounting principles or any other criteria applicable to such statements, and (II) to maintain accountability for
assets;

(iii) access to assets is permitted only in accordance with management's general or specific authorization; and

(iv) the recorded accountability for assets is compared with the existing assets at reasonable intervals and appropriate
action is taken with respect to any differences; and

(C) notwithstanding any other provision of law, pay the allocable share of such issuer of a reasonable annual accounting
support fee or fees, determined in accordance with section 7219 of this title.

(3)(A) With respect to matters concerning the national security of the United States, no duty or liability under paragraph (2)
of this subsection shall be imposed upon any person acting in cooperation with the head of any Federal department or agency
responsible for such matters if such act in cooperation with such head of a department or agency was done upon the specific,
written directive of the head of such department or agency pursuant to Presidential authority to issue such directives. Each
directive issued under this paragraph shall set forth the specific facts and circumstances with respect to which the provisions of
this paragraph are to be invoked. Each such directive shall, unless renewed in writing, expire one year after the date of issuance.

(B) Each head of a Federal department or agency of the United States who issues a directive pursuant to this paragraph shall
maintain a complete file of all such directives and shall, on October 1 of each year, transmit a summary of matters covered by
such directives in force at any time during the previous year to the Permanent Select Committee on Intelligence of the House
of Representatives and the Select Committee on Intelligence of the Senate.
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(4) No criminal liability shall be imposed for failing to comply with the requirements of paragraph (2) of this subsection except
as provided in paragraph (5) of this subsection.

(5) No person shall knowingly circumvent or knowingly fail to implement a system of internal accounting controls or knowingly
falsify any book, record, or account described in paragraph (2).

(6) Where an issuer which has a class of securities registered pursuant to section 78l of this title or an issuer which is required to
file reports pursuant to section 78o(d) of this title holds 50 per centum or less of the voting power with respect to a domestic or
foreign firm, the provisions of paragraph (2) require only that the issuer proceed in good faith to use its influence, to the extent
reasonable under the issuer's circumstances, to cause such domestic or foreign firm to devise and maintain a system of internal
accounting controls consistent with paragraph (2). Such circumstances include the relative degree of the issuer's ownership of
the domestic or foreign firm and the laws and practices governing the business operations of the country in which such firm is
located. An issuer which demonstrates good faith efforts to use such influence shall be conclusively presumed to have complied
with the requirements of paragraph (2).

(7) For the purpose of paragraph (2) of this subsection, the terms “reasonable assurances” and “reasonable detail” mean such
level of detail and degree of assurance as would satisfy prudent officials in the conduct of their own affairs.

(c)Alternative reports

If in the judgment of the Commission any report required under subsection (a) is inapplicable to any specified class or classes
of issuers, the Commission shall require in lieu thereof the submission of such reports of comparable character as it may deem
applicable to such class or classes of issuers.

(d)Reports by persons acquiring more than five per centum of certain classes of securities

(1) Any person who, after acquiring directly or indirectly the beneficial ownership of any equity security of a class which is
registered pursuant to section 78l of this title, or any equity security of an insurance company which would have been required
to be so registered except for the exemption contained in section 78l(g)(2)(G) of this title, or any equity security issued by
a closed-end investment company registered under the Investment Company Act of 1940 or any equity security issued by a
Native Corporation pursuant to section 1629c(d)(6) of Title 43, or otherwise becomes or is deemed to become a beneficial
owner of any of the foregoing upon the purchase or sale of a security-based swap that the Commission may define by rule, and
is directly or indirectly the beneficial owner of more than 5 per centum of such class shall, within ten days after such acquisition
or within such shorter time as the Commission may establish by rule, file with the Commission, a statement containing such
of the following information, and such additional information, as the Commission may by rules and regulations, prescribe as
necessary or appropriate in the public interest or for the protection of investors--

(A) the background, and identity, residence, and citizenship of, and the nature of such beneficial ownership by, such person
and all other persons by whom or on whose behalf the purchases have been or are to be effected;

(B) the source and amount of the funds or other consideration used or to be used in making the purchases, and if any part of the
purchase price is represented or is to be represented by funds or other consideration borrowed or otherwise obtained for the
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purpose of acquiring, holding, or trading such security, a description of the transaction and the names of the parties thereto,
except that where a source of funds is a loan made in the ordinary course of business by a bank, as defined in section 78c(a)
(6) of this title, if the person filing such statement so requests, the name of the bank shall not be made available to the public;

(C) if the purpose of the purchases or prospective purchases is to acquire control of the business of the issuer of the securities,
any plans or proposals which such persons may have to liquidate such issuer, to sell its assets to or merge it with any other
persons, or to make any other major change in its business or corporate structure;

(D) the number of shares of such security which are beneficially owned, and the number of shares concerning which there is
a right to acquire, directly or indirectly, by (i) such person, and (ii) by each associate of such person, giving the background,
identity, residence, and citizenship of each such associate; and

(E) information as to any contracts, arrangements, or understandings with any person with respect to any securities of the
issuer, including but not limited to transfer of any of the securities, joint ventures, loan or option arrangements, puts or calls,
guaranties of loans, guaranties against loss or guaranties of profits, division of losses or profits, or the giving or withholding of
proxies, naming the persons with whom such contracts, arrangements, or understandings have been entered into, and giving
the details thereof.

(2) If any material change occurs in the facts set forth in the statement filed with the Commission, an amendment shall be
filed with the Commission, in accordance with such rules and regulations as the Commission may prescribe as necessary or
appropriate in the public interest or for the protection of investors.

(3) When two or more persons act as a partnership, limited partnership, syndicate, or other group for the purpose of acquiring,
holding, or disposing of securities of an issuer, such syndicate or group shall be deemed a “person” for the purposes of this
subsection.

(4) In determining, for purposes of this subsection, any percentage of a class of any security, such class shall be deemed to
consist of the amount of the outstanding securities of such class, exclusive of any securities of such class held by or for the
account of the issuer or a subsidiary of the issuer.

(5) The Commission, by rule or regulation or by order, may permit any person to file in lieu of the statement required by
paragraph (1) of this subsection or the rules and regulations thereunder, a notice stating the name of such person, the number
of shares of any equity securities subject to paragraph (1) which are owned by him, the date of their acquisition and such other
information as the Commission may specify, if it appears to the Commission that such securities were acquired by such person in
the ordinary course of his business and were not acquired for the purpose of and do not have the effect of changing or influencing
the control of the issuer nor in connection with or as a participant in any transaction having such purpose or effect.

(6) The provisions of this subsection shall not apply to--

(A) any acquisition or offer to acquire securities made or proposed to be made by means of a registration statement under
the Securities Act of 1933;
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(B) any acquisition of the beneficial ownership of a security which, together with all other acquisitions by the same person
of securities of the same class during the preceding twelve months, does not exceed 2 per centum of that class;

(C) any acquisition of an equity security by the issuer of such security;

(D) any acquisition or proposed acquisition of a security which the Commission, by rules or regulations or by order, shall
exempt from the provisions of this subsection as not entered into for the purpose of, and not having the effect of, changing
or influencing the control of the issuer or otherwise as not comprehended within the purposes of this subsection.

(e)Purchase of securities by issuer

(1) It shall be unlawful for an issuer which has a class of equity securities registered pursuant to section 78l of this title, or which
is a closed-end investment company registered under the Investment Company Act of 1940, to purchase any equity security
issued by it if such purchase is in contravention of such rules and regulations as the Commission, in the public interest or for
the protection of investors, may adopt (A) to define acts and practices which are fraudulent, deceptive, or manipulative, and
(B) to prescribe means reasonably designed to prevent such acts and practices. Such rules and regulations may require such
issuer to provide holders of equity securities of such class with such information relating to the reasons for such purchase, the
source of funds, the number of shares to be purchased, the price to be paid for such securities, the method of purchase, and
such additional information, as the Commission deems necessary or appropriate in the public interest or for the protection of
investors, or which the Commission deems to be material to a determination whether such security should be sold.

(2) For the purpose of this subsection, a purchase by or for the issuer or any person controlling, controlled by, or under common
control with the issuer, or a purchase subject to control of the issuer or any such person, shall be deemed to be a purchase by the
issuer. The Commission shall have power to make rules and regulations implementing this paragraph in the public interest and
for the protection of investors, including exemptive rules and regulations covering situations in which the Commission deems
it unnecessary or inappropriate that a purchase of the type described in this paragraph shall be deemed to be a purchase by the
issuer for purposes of some or all of the provisions of paragraph (1) of this subsection.

(3) At the time of filing such statement as the Commission may require by rule pursuant to paragraph (1) of this subsection, the
person making the filing shall pay to the Commission a fee at a rate that, subject to paragraph (4), is equal to $92 per $1,000,000
of the value of securities proposed to be purchased. The fee shall be reduced with respect to securities in an amount equal to any
fee paid with respect to any securities issued in connection with the proposed transaction under section 6(b) of the Securities Act
of 1933, or the fee paid under that section shall be reduced in an amount equal to the fee paid to the Commission in connection
with such transaction under this paragraph.

(4)Annual adjustment

For each fiscal year, the Commission shall by order adjust the rate required by paragraph (3) for such fiscal year to a rate
that is equal to the rate (expressed in dollars per million) that is applicable under section 6(b) of the Securities Act of 1933
for such fiscal year.

(5)Fee collections
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Fees collected pursuant to this subsection for fiscal year 2012 and each fiscal year thereafter shall be deposited and credited
as general revenue of the Treasury and shall not be available for obligation.

(6)Effective date; publication

In exercising its authority under this subsection, the Commission shall not be required to comply with the provisions of
section 553 of Title 5. An adjusted rate prescribed under paragraph (4) shall be published and take effect in accordance with
section 6(b) of the Securities Act of 1933 (15 U.S.C. 77f(b)).

(7)Pro rata application

The rates per $1,000,000 required by this subsection shall be applied pro rata to amounts and balances of less than $1,000,000.

(f)Reports by institutional investment managers

(1) Every institutional investment manager which uses the mails, or any means or instrumentality of interstate commerce in
the course of its business as an institutional investment manager and which exercises investment discretion with respect to
accounts holding equity securities of a class described in subsection (d)(1) or otherwise becomes or is deemed to become a
beneficial owner of any security of a class described in subsection (d)(1) upon the purchase or sale of a security-based swap
that the Commission may define by rule, having an aggregate fair market value on the last trading day in any of the preceding
twelve months of at least $100,000,000 or such lesser amount (but in no case less than $10,000,000) as the Commission, by
rule, may determine, shall file reports with the Commission in such form, for such periods, and at such times after the end of
such periods as the Commission, by rule, may prescribe, but in no event shall such reports be filed for periods longer than one
year or shorter than one quarter. Such reports shall include for each such equity security held on the last day of the reporting
period by accounts (in aggregate or by type as the Commission, by rule, may prescribe) with respect to which the institutional
investment manager exercises investment discretion (other than securities held in amounts which the Commission, by rule,
determines to be insignificant for purposes of this subsection), the name of the issuer and the title, class, CUSIP number, number
of shares or principal amount, and aggregate fair market value of each such security. Such reports may also include for accounts
(in aggregate or by type) with respect to which the institutional investment manager exercises investment discretion such of the
following information as the Commission, by rule, prescribes--

(A) the name of the issuer and the title, class, CUSIP number, number of shares or principal amount, and aggregate fair
market value or cost or amortized cost of each other security (other than an exempted security) held on the last day of the
reporting period by such accounts;

(B) the aggregate fair market value or cost or amortized cost of exempted securities (in aggregate or by class) held on the
last day of the reporting period by such accounts;

(C) the number of shares of each equity security of a class described in subsection (d)(1) held on the last day of the reporting
period by such accounts with respect to which the institutional investment manager possesses sole or shared authority to
exercise the voting rights evidenced by such securities;
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(D) the aggregate purchases and aggregate sales during the reporting period of each security (other than an exempted security)
effected by or for such accounts; and

(E) with respect to any transaction or series of transactions having a market value of at least $500,000 or such other amount as
the Commission, by rule, may determine, effected during the reporting period by or for such accounts in any equity security
of a class described in subsection (d)(1)--

(i) the name of the issuer and the title, class, and CUSIP number of the security;

(ii) the number of shares or principal amount of the security involved in the transaction;

(iii) whether the transaction was a purchase or sale;

(iv) the per share price or prices at which the transaction was effected;

(v) the date or dates of the transaction;

(vi) the date or dates of the settlement of the transaction;

(vii) the broker or dealer through whom the transaction was effected;

(viii) the market or markets in which the transaction was effected; and

(ix) such other related information as the Commission, by rule, may prescribe.

(2) The Commission shall prescribe rules providing for the public disclosure of the name of the issuer and the title, class, CUSIP
number, aggregate amount of the number of short sales of each security, and any additional information determined by the
Commission following the end of the reporting period. At a minimum, such public disclosure shall occur every month.

(3) The Commission, by rule, or order, may exempt, conditionally or unconditionally, any institutional investment manager or
security or any class of institutional investment managers or securities from any or all of the provisions of this subsection or
the rules thereunder.

(4) The Commission shall make available to the public for a reasonable fee a list of all equity securities of a class described in
subsection (d)(1), updated no less frequently than reports are required to be filed pursuant to paragraph (1) of this subsection.
The Commission shall tabulate the information contained in any report filed pursuant to this subsection in a manner which
will, in the view of the Commission, maximize the usefulness of the information to other Federal and State authorities and the
public. Promptly after the filing of any such report, the Commission shall make the information contained therein conveniently
available to the public for a reasonable fee in such form as the Commission, by rule, may prescribe, except that the Commission,
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as it determines to be necessary or appropriate in the public interest or for the protection of investors, may delay or prevent
public disclosure of any such information in accordance with section 552 of Title 5. Notwithstanding the preceding sentence,
any such information identifying the securities held by the account of a natural person or an estate or trust (other than a business
trust or investment company) shall not be disclosed to the public.

(5) In exercising its authority under this subsection, the Commission shall determine (and so state) that its action is necessary
or appropriate in the public interest and for the protection of investors or to maintain fair and orderly markets or, in granting an
exemption, that its action is consistent with the protection of investors and the purposes of this subsection. In exercising such
authority the Commission shall take such steps as are within its power, including consulting with the Comptroller General of
the United States, the Director of the Office of Management and Budget, the appropriate regulatory agencies, Federal and State
authorities which, directly or indirectly, require reports from institutional investment managers of information substantially
similar to that called for by this subsection, national securities exchanges, and registered securities associations, (A) to achieve
uniform, centralized reporting of information concerning the securities holdings of and transactions by or for accounts with
respect to which institutional investment managers exercise investment discretion, and (B) consistently with the objective set
forth in the preceding subparagraph, to avoid unnecessarily duplicative reporting by, and minimize the compliance burden on,
institutional investment managers. Federal authorities which, directly or indirectly, require reports from institutional investment
managers of information substantially similar to that called for by this subsection shall cooperate with the Commission in the
performance of its responsibilities under the preceding sentence. An institutional investment manager which is a bank, the
deposits of which are insured in accordance with the Federal Deposit Insurance Act, shall file with the appropriate regulatory
agency a copy of every report filed with the Commission pursuant to this subsection.

(6)(A) For purposes of this subsection the term “institutional investment manager” includes any person, other than a natural
person, investing in or buying and selling securities for its own account, and any person exercising investment discretion with
respect to the account of any other person.

(B) The Commission shall adopt such rules as it deems necessary or appropriate to prevent duplicative reporting pursuant to
this subsection by two or more institutional investment managers exercising investment discretion with respect to the same

amount. 1

(g)Statement of equity security ownership

(1) Any person who is directly or indirectly the beneficial owner of more than 5 per centum of any security of a class described
in subsection (d)(1) of this section or otherwise becomes or is deemed to become a beneficial owner of any security of a class
described in subsection (d)(1) upon the purchase or sale of a security-based swap that the Commission may define by rule shall
file with the Commission a statement setting forth, in such form and at such time as the Commission may, by rule, prescribe--

(A) such person's identity, residence, and citizenship; and

(B) the number and description of the shares in which such person has an interest and the nature of such interest.

(2) If any material change occurs in the facts set forth in the statement filed with the Commission, an amendment shall be
filed with the Commission, in accordance with such rules and regulations as the Commission may prescribe as necessary or
appropriate in the public interest or for the protection of investors.
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(3) When two or more persons act as a partnership, limited partnership, syndicate, or other group for the purpose of acquiring,
holding, or disposing of securities of an issuer, such syndicate or group shall be deemed a “person” for the purposes of this
subsection.

(4) In determining, for purposes of this subsection, any percentage of a class of any security, such class shall be deemed to
consist of the amount of the outstanding securities of such class, exclusive of any securities of such class held by or for the
account of the issuer or a subsidiary of the issuer.

(5) In exercising its authority under this subsection, the Commission shall take such steps as it deems necessary or appropriate
in the public interest or for the protection of investors (A) to achieve centralized reporting of information regarding ownership,
(B) to avoid unnecessarily duplicative reporting by and minimize the compliance burden on persons required to report, and (C)
to tabulate and promptly make available the information contained in any report filed pursuant to this subsection in a manner
which will, in the view of the Commission, maximize the usefulness of the information to other Federal and State agencies
and the public.

(6) The Commission may, by rule or order, exempt, in whole or in part, any person or class of persons from any or all of the
reporting requirements of this subsection as it deems necessary or appropriate in the public interest or for the protection of
investors.

(h)Large trader reporting

(1)Identification requirements for large traders

For the purpose of monitoring the impact on the securities markets of securities transactions involving a substantial volume
or a large fair market value or exercise value and for the purpose of otherwise assisting the Commission in the enforcement
of this chapter, each large trader shall--

(A) provide such information to the Commission as the Commission may by rule or regulation prescribe as necessary or
appropriate, identifying such large trader and all accounts in or through which such large trader effects such transactions;
and

(B) identify, in accordance with such rules or regulations as the Commission may prescribe as necessary or appropriate, to
any registered broker or dealer by or through whom such large trader directly or indirectly effects securities transactions,
such large trader and all accounts directly or indirectly maintained with such broker or dealer by such large trader in or
through which such transactions are effected.

(2)Recordkeeping and reporting requirements for brokers and dealers

Every registered broker or dealer shall make and keep for prescribed periods such records as the Commission by rule
or regulation prescribes as necessary or appropriate in the public interest, for the protection of investors, or otherwise in
furtherance of the purposes of this chapter, with respect to securities transactions that equal or exceed the reporting activity
level effected directly or indirectly by or through such registered broker or dealer of or for any person that such broker or dealer
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knows is a large trader, or any person that such broker or dealer has reason to know is a large trader on the basis of transactions
in securities effected by or through such broker or dealer. Such records shall be available for reporting to the Commission,
or any self-regulatory organization that the Commission shall designate to receive such reports, on the morning of the day
following the day the transactions were effected, and shall be reported to the Commission or a self-regulatory organization
designated by the Commission immediately upon request by the Commission or such a self-regulatory organization. Such
records and reports shall be in a format and transmitted in a manner prescribed by the Commission (including, but not limited
to, machine readable form).

(3)Aggregation rules

The Commission may prescribe rules or regulations governing the manner in which transactions and accounts shall be
aggregated for the purpose of this subsection, including aggregation on the basis of common ownership or control.

(4)Examination of broker and dealer records

All records required to be made and kept by registered brokers and dealers pursuant to this subsection with respect to
transactions effected by large traders are subject at any time, or from time to time, to such reasonable periodic, special, or
other examinations by representatives of the Commission as the Commission deems necessary or appropriate in the public
interest, for the protection of investors, or otherwise in furtherance of the purposes of this chapter.

(5)Factors to be considered in Commission actions

In exercising its authority under this subsection, the Commission shall take into account--

(A) existing reporting systems;

(B) the costs associated with maintaining information with respect to transactions effected by large traders and reporting
such information to the Commission or self-regulatory organizations; and

(C) the relationship between the United States and international securities markets.

(6)Exemptions

The Commission, by rule, regulation, or order, consistent with the purposes of this chapter, may exempt any person or class
of persons or any transaction or class of transactions, either conditionally or upon specified terms and conditions or for stated
periods, from the operation of this subsection, and the rules and regulations thereunder.

(7)Authority of Commission to limit disclosure of information

Notwithstanding any other provision of law, the Commission shall not be compelled to disclose any information required to
be kept or reported under this subsection. Nothing in this subsection shall authorize the Commission to withhold information
from Congress, or prevent the Commission from complying with a request for information from any other Federal department
or agency requesting information for purposes within the scope of its jurisdiction, or complying with an order of a court of
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the United States in an action brought by the United States or the Commission. For purposes of section 552 of Title 5, this
subsection shall be considered a statute described in subsection (b)(3)(B) of such section 552.

(8)Definitions

For purposes of this subsection--

(A) the term “large trader” means every person who, for his own account or an account for which he exercises investment
discretion, effects transactions for the purchase or sale of any publicly traded security or securities by use of any means
or instrumentality of interstate commerce or of the mails, or of any facility of a national securities exchange, directly
or indirectly by or through a registered broker or dealer in an aggregate amount equal to or in excess of the identifying
activity level;

(B) the term “publicly traded security” means any equity security (including an option on individual equity securities, and
an option on a group or index of such securities) listed, or admitted to unlisted trading privileges, on a national securities
exchange, or quoted in an automated interdealer quotation system;

(C) the term “identifying activity level” means transactions in publicly traded securities at or above a level of volume, fair
market value, or exercise value as shall be fixed from time to time by the Commission by rule or regulation, specifying
the time interval during which such transactions shall be aggregated;

(D) the term “reporting activity level” means transactions in publicly traded securities at or above a level of volume,
fair market value, or exercise value as shall be fixed from time to time by the Commission by rule, regulation, or order,
specifying the time interval during which such transactions shall be aggregated; and

(E) the term “person” has the meaning given in section 78c(a)(9) of this title and also includes two or more persons acting
as a partnership, limited partnership, syndicate, or other group, but does not include a foreign central bank.

(i)Accuracy of financial reports

Each financial report that contains financial statements, and that is required to be prepared in accordance with (or reconciled to)
generally accepted accounting principles under this chapter and filed with the Commission shall reflect all material correcting
adjustments that have been identified by a registered public accounting firm in accordance with generally accepted accounting
principles and the rules and regulations of the Commission.

(j)Off-balance sheet transactions

Not later than 180 days after July 30, 2002, the Commission shall issue final rules providing that each annual and quarterly
financial report required to be filed with the Commission shall disclose all material off-balance sheet transactions, arrangements,
obligations (including contingent obligations), and other relationships of the issuer with unconsolidated entities or other persons,
that may have a material current or future effect on financial condition, changes in financial condition, results of operations,
liquidity, capital expenditures, capital resources, or significant components of revenues or expenses.
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(k)Prohibition on personal loans to executives

(1)In general

It shall be unlawful for any issuer (as defined in section 7201 of this title), directly or indirectly, including through any
subsidiary, to extend or maintain credit, to arrange for the extension of credit, or to renew an extension of credit, in the form
of a personal loan to or for any director or executive officer (or equivalent thereof) of that issuer. An extension of credit
maintained by the issuer on July 30, 2002, shall not be subject to the provisions of this subsection, provided that there is
no material modification to any term of any such extension of credit or any renewal of any such extension of credit on or
after July 30, 2002.

(2)Limitation

Paragraph (1) does not preclude any home improvement and manufactured home loans (as that term is defined in section 1464
of Title 12), consumer credit (as defined in section 1602 of this title), or any extension of credit under an open end credit plan
(as defined in section 1602 of this title), or a charge card (as defined in section 1637(c)(4)(e) of this title), or any extension of
credit by a broker or dealer registered under section 78o of this title to an employee of that broker or dealer to buy, trade, or
carry securities, that is permitted under rules or regulations of the Board of Governors of the Federal Reserve System pursuant
to section 78g of this title (other than an extension of credit that would be used to purchase the stock of that issuer), that is--

(A) made or provided in the ordinary course of the consumer credit business of such issuer;

(B) of a type that is generally made available by such issuer to the public; and

(C) made by such issuer on market terms, or terms that are no more favorable than those offered by the issuer to the general
public for such extensions of credit.

(3)Rule of construction for certain loans

Paragraph (1) does not apply to any loan made or maintained by an insured depository institution (as defined in section 3
of the Federal Deposit Insurance Act (12 U.S.C. 1813)), if the loan is subject to the insider lending restrictions of section
375b of Title 12.

(l)Real time issuer disclosures

Each issuer reporting under subsection (a) or section 78o(d) of this title shall disclose to the public on a rapid and current
basis such additional information concerning material changes in the financial condition or operations of the issuer, in plain
English, which may include trend and qualitative information and graphic presentations, as the Commission determines, by
rule, is necessary or useful for the protection of investors and in the public interest.

(m)Public availability of security-based swap transaction data
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(1)In general

(A)Definition of real-time public reporting

In this paragraph, the term “real-time public reporting” means to report data relating to a security-based swap transaction,
including price and volume, as soon as technologically practicable after the time at which the security-based swap
transaction has been executed.

(B)Purpose

The purpose of this subsection is to authorize the Commission to make security-based swap transaction and pricing data
available to the public in such form and at such times as the Commission determines appropriate to enhance price discovery.

(C)General rule

The Commission is authorized to provide by rule for the public availability of security-based swap transaction, volume,
and pricing data as follows:

(i) With respect to those security-based swaps that are subject to the mandatory clearing requirement described in section
78c-3(a)(1) of this title (including those security-based swaps that are excepted from the requirement pursuant to section
78c-3(g) of this title), the Commission shall require real-time public reporting for such transactions.

(ii) With respect to those security-based swaps that are not subject to the mandatory clearing requirement described in
section 78c-3(a)(1) of this title, but are cleared at a registered clearing agency, the Commission shall require real-time
public reporting for such transactions.

(iii) With respect to security-based swaps that are not cleared at a registered clearing agency and which are reported to

a security-based swap data repository or the Commission under section 78c-3(a)(6) of this title, 2  the Commission shall
require real-time public reporting for such transactions, in a manner that does not disclose the business transactions and
market positions of any person.

(iv) With respect to security-based swaps that are determined to be required to be cleared under section 78c-3(b) of this
title but are not cleared, the Commission shall require real-time public reporting for such transactions.

(D)Registered entities and public reporting

The Commission may require registered entities to publicly disseminate the security-based swap transaction and pricing
data required to be reported under this paragraph.

(E)Rulemaking required
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With respect to the rule providing for the public availability of transaction and pricing data for security-based swaps
described in clauses (i) and (ii) of subparagraph (C), the rule promulgated by the Commission shall contain provisions--

(i) to ensure such information does not identify the participants;

(ii) to specify the criteria for determining what constitutes a large notional security-based swap transaction (block trade)
for particular markets and contracts;

(iii) to specify the appropriate time delay for reporting large notional security-based swap transactions (block trades)
to the public; and

(iv) that take into account whether the public disclosure will materially reduce market liquidity.

(F)Timeliness of reporting

Parties to a security-based swap (including agents of the parties to a security-based swap) shall be responsible for reporting
security-based swap transaction information to the appropriate registered entity in a timely manner as may be prescribed
by the Commission.

(G)Reporting of swaps to registered security-based swap data repositories

Each security-based swap (whether cleared or uncleared) shall be reported to a registered security-based swap data
repository.

(H)Registration of clearing agencies

A clearing agency may register as a security-based swap data repository.

(2)Semiannual and annual public reporting of aggregate security-based swap data

(A)In general

In accordance with subparagraph (B), the Commission shall issue a written report on a semiannual and annual basis to
make available to the public information relating to--

(i) the trading and clearing in the major security-based swap categories; and

(ii) the market participants and developments in new products.

(B)Use; consultation
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In preparing a report under subparagraph (A), the Commission shall--

(i) use information from security-based swap data repositories and clearing agencies; and

(ii) consult with the Office of the Comptroller of the Currency, the Bank for International Settlements, and such other
regulatory bodies as may be necessary.

(C)Authority of Commission

The Commission may, by rule, regulation, or order, delegate the public reporting responsibilities of the Commission under
this paragraph in accordance with such terms and conditions as the Commission determines to be appropriate and in the
public interest.

(n)Security-based swap data repositories

(1)Registration requirement

It shall be unlawful for any person, unless registered with the Commission, directly or indirectly, to make use of the mails or
any means or instrumentality of interstate commerce to perform the functions of a security-based swap data repository.

(2)Inspection and examination

Each registered security-based swap data repository shall be subject to inspection and examination by any representative of
the Commission.

(3)Compliance with core principles

(A)In general

To be registered, and maintain registration, as a security-based swap data repository, the security-based swap data repository
shall comply with--

(i) the requirements and core principles described in this subsection; and

(ii) any requirement that the Commission may impose by rule or regulation.

(B)Reasonable discretion of security-based swap data repository

Unless otherwise determined by the Commission, by rule or regulation, a security-based swap data repository described
in subparagraph (A) shall have reasonable discretion in establishing the manner in which the security-based swap data
repository complies with the core principles described in this subsection.
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(4)Standard setting

(A)Data identification

(i)In general

In accordance with clause (ii), the Commission shall prescribe standards that specify the data elements for each security-
based swap that shall be collected and maintained by each registered security-based swap data repository.

(ii)Requirement

In carrying out clause (i), the Commission shall prescribe consistent data element standards applicable to registered
entities and reporting counterparties.

(B)Data collection and maintenance

The Commission shall prescribe data collection and data maintenance standards for security-based swap data repositories.

(C)Comparability

The standards prescribed by the Commission under this subsection shall be comparable to the data standards imposed by
the Commission on clearing agencies in connection with their clearing of security-based swaps.

(5)Duties

A security-based swap data repository shall--

(A) accept data prescribed by the Commission for each security-based swap under subsection (b);

(B) confirm with both counterparties to the security-based swap the accuracy of the data that was submitted;

(C) maintain the data described in subparagraph (A) in such form, in such manner, and for such period as may be required
by the Commission;

(D)(i) provide direct electronic access to the Commission (or any designee of the Commission, including another registered
entity); and

(ii) provide the information described in subparagraph (A) in such form and at such frequency as the Commission may
require to comply with the public reporting requirements set forth in subsection (m);
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(E) at the direction of the Commission, establish automated systems for monitoring, screening, and analyzing security-
based swap data;

(F) maintain the privacy of any and all security-based swap transaction information that the security-based swap data
repository receives from a security-based swap dealer, counterparty, or any other registered entity; and

(G) on a confidential basis pursuant to section 78x of this title, upon request, and after notifying the Commission of the
request, make available security-based swap data obtained by the security-based swap data repository, including individual
counterparty trade and position data, to--

(i) each appropriate prudential regulator;

(ii) the Financial Stability Oversight Council;

(iii) the Commodity Futures Trading Commission;

(iv) the Department of Justice; and

(v) any other person that the Commission determines to be appropriate, including--

(I) foreign financial supervisors (including foreign futures authorities);

(II) foreign central banks;

(III) foreign ministries; and

(IV) other foreign authorities.

(H)Confidentiality agreement

Before the security-based swap data repository may share information with any entity described in subparagraph (G), the
security-based swap data repository shall receive a written agreement from each entity stating that the entity shall abide
by the confidentiality requirements described in section 78x of this title relating to the information on security-based swap
transactions that is provided.

(6)Designation of chief compliance officer

(A)In general
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Each security-based swap data repository shall designate an individual to serve as a chief compliance officer.

(B)Duties

The chief compliance officer shall--

(i) report directly to the board or to the senior officer of the security-based swap data repository;

(ii) review the compliance of the security-based swap data repository with respect to the requirements and core principles
described in this subsection;

(iii) in consultation with the board of the security-based swap data repository, a body performing a function similar to
the board of the security-based swap data repository, or the senior officer of the security-based swap data repository,
resolve any conflicts of interest that may arise;

(iv) be responsible for administering each policy and procedure that is required to be established pursuant to this section;

(v) ensure compliance with this chapter (including regulations) relating to agreements, contracts, or transactions,
including each rule prescribed by the Commission under this section;

(vi) establish procedures for the remediation of noncompliance issues identified by the chief compliance officer through
any--

(I) compliance office review;

(II) look-back;

(III) internal or external audit finding;

(IV) self-reported error; or

(V) validated complaint; and

(vii) establish and follow appropriate procedures for the handling, management response, remediation, retesting, and
closing of noncompliance issues.

(C)Annual reports
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(i)In general

In accordance with rules prescribed by the Commission, the chief compliance officer shall annually prepare and sign
a report that contains a description of--

(I) the compliance of the security-based swap data repository of the chief compliance officer with respect to this
chapter (including regulations); and

(II) each policy and procedure of the security-based swap data repository of the chief compliance officer (including
the code of ethics and conflict of interest policies of the security-based swap data repository).

(ii)Requirements

A compliance report under clause (i) shall--

(I) accompany each appropriate financial report of the security-based swap data repository that is required to be
furnished to the Commission pursuant to this section; and

(II) include a certification that, under penalty of law, the compliance report is accurate and complete.

(7)Core principles applicable to security-based swap data repositories

(A)Antitrust considerations

Unless necessary or appropriate to achieve the purposes of this chapter, the swap data repository shall not--

(i) adopt any rule or take any action that results in any unreasonable restraint of trade; or

(ii) impose any material anticompetitive burden on the trading, clearing, or reporting of transactions.

(B)Governance arrangements

Each security-based swap data repository shall establish governance arrangements that are transparent--

(i) to fulfill public interest requirements; and

(ii) to support the objectives of the Federal Government, owners, and participants.

(C)Conflicts of interest



§ 78m. Periodical and other reports, 15 USCA § 78m

 © 2024 Thomson Reuters. No claim to original U.S. Government Works. 20

Each security-based swap data repository shall--

(i) establish and enforce rules to minimize conflicts of interest in the decision-making process of the security-based
swap data repository; and

(ii) establish a process for resolving any conflicts of interest described in clause (i).

(D)Additional duties developed by Commission

(i)In general

The Commission may develop 1 or more additional duties applicable to security-based swap data repositories.

(ii)Consideration of evolving standards

In developing additional duties under subparagraph (A), 3  the Commission may take into consideration any evolving
standard of the United States or the international community.

(iii)Additional duties for Commission designees

The Commission shall establish additional duties for any registrant described in subsection (m)(2)(C) in order to
minimize conflicts of interest, protect data, ensure compliance, and guarantee the safety and security of the security-
based swap data repository.

(8)Required registration for security-based swap data repositories

Any person that is required to be registered as a security-based swap data repository under this subsection shall register
with the Commission, regardless of whether that person is also licensed under the Commodity Exchange Act as a swap data
repository.

(9)Rules

The Commission shall adopt rules governing persons that are registered under this subsection.

(o)Beneficial ownership

For purposes of this section and section 78p of this title, a person shall be deemed to acquire beneficial ownership of an equity
security based on the purchase or sale of a security-based swap, only to the extent that the Commission, by rule, determines
after consultation with the prudential regulators and the Secretary of the Treasury, that the purchase or sale of the security-based
swap, or class of security-based swap, provides incidents of ownership comparable to direct ownership of the equity security,
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and that it is necessary to achieve the purposes of this section that the purchase or sale of the security-based swaps, or class of
security-based swap, be deemed the acquisition of beneficial ownership of the equity security.

(p)Disclosures relating to conflict minerals originating in the Democratic Republic of the Congo

(1)Regulations

(A)In general

Not later than 270 days after July 21, 2010, the Commission shall promulgate regulations requiring any person described in
paragraph (2) to disclose annually, beginning with the person's first full fiscal year that begins after the date of promulgation
of such regulations, whether conflict minerals that are necessary as described in paragraph (2)(B), in the year for which
such reporting is required, did originate in the Democratic Republic of the Congo or an adjoining country and, in cases
in which such conflict minerals did originate in any such country, submit to the Commission a report that includes, with
respect to the period covered by the report--

(i) a description of the measures taken by the person to exercise due diligence on the source and chain of custody of
such minerals, which measures shall include an independent private sector audit of such report submitted through the
Commission that is conducted in accordance with standards established by the Comptroller General of the United States,
in accordance with rules promulgated by the Commission, in consultation with the Secretary of State; and

(ii) a description of the products manufactured or contracted to be manufactured that are not DRC conflict free
(“DRC conflict free” is defined to mean the products that do not contain minerals that directly or indirectly finance or
benefit armed groups in the Democratic Republic of the Congo or an adjoining country), the entity that conducted the
independent private sector audit in accordance with clause (i), the facilities used to process the conflict minerals, the
country of origin of the conflict minerals, and the efforts to determine the mine or location of origin with the greatest
possible specificity.

(B)Certification

The person submitting a report under subparagraph (A) shall certify the audit described in clause (i) of such subparagraph
that is included in such report. Such a certified audit shall constitute a critical component of due diligence in establishing
the source and chain of custody of such minerals.

(C)Unreliable determination

If a report required to be submitted by a person under subparagraph (A) relies on a determination of an independent
private sector audit, as described under subparagraph (A)(i), or other due diligence processes previously determined
by the Commission to be unreliable, the report shall not satisfy the requirements of the regulations promulgated under
subparagraph (A)(i).

(D)DRC conflict free
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For purposes of this paragraph, a product may be labeled as “DRC conflict free” if the product does not contain conflict
minerals that directly or indirectly finance or benefit armed groups in the Democratic Republic of the Congo or an adjoining
country.

(E)Information available to the public

Each person described under paragraph (2) shall make available to the public on the Internet website of such person the
information disclosed by such person under subparagraph (A).

(2)Person described

A person is described in this paragraph if--

(A) the person is required to file reports with the Commission pursuant to paragraph (1)(A); and

(B) conflict minerals are necessary to the functionality or production of a product manufactured by such person.

(3)Revisions and waivers

The Commission shall revise or temporarily waive the requirements described in paragraph (1) if the President transmits to
the Commission a determination that--

(A) such revision or waiver is in the national security interest of the United States and the President includes the reasons
therefor; and

(B) establishes a date, not later than 2 years after the initial publication of such exemption, on which such exemption
shall expire.

(4)Termination of disclosure requirements

The requirements of paragraph (1) shall terminate on the date on which the President determines and certifies to the
appropriate congressional committees, but in no case earlier than the date that is one day after the end of the 5-year period
beginning on July 21, 2010, that no armed groups continue to be directly involved and benefitting from commercial activity
involving conflict minerals.

(5)Definitions

For purposes of this subsection, the terms “adjoining country”, “appropriate congressional committees”, “armed group”,
and “conflict mineral” have the meaning given those terms under section 1502 of the Dodd-Frank Wall Street Reform and
Consumer Protection Act.

(q)Disclosure of payments by resource extraction issuers
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(1)Definitions

In this subsection--

(A) the term “commercial development of oil, natural gas, or minerals” includes exploration, extraction, processing, export,
and other significant actions relating to oil, natural gas, or minerals, or the acquisition of a license for any such activity,
as determined by the Commission;

(B) the term “foreign government” means a foreign government, a department, agency, or instrumentality of a foreign
government, or a company owned by a foreign government, as determined by the Commission;

(C) the term “payment”--

(i) means a payment that is--

(I) made to further the commercial development of oil, natural gas, or minerals; and

(II) not de minimis; and

(ii) includes taxes, royalties, fees (including license fees), production entitlements, bonuses, and other material benefits,
that the Commission, consistent with the guidelines of the Extractive Industries Transparency Initiative (to the extent
practicable), determines are part of the commonly recognized revenue stream for the commercial development of oil,
natural gas, or minerals;

(D) the term “resource extraction issuer” means an issuer that--

(i) is required to file an annual report with the Commission; and

(ii) engages in the commercial development of oil, natural gas, or minerals;

(E) the term “interactive data format” means an electronic data format in which pieces of information are identified using
an interactive data standard; and

(F) the term “interactive data standard” means 4  standardized list of electronic tags that mark information included in the
annual report of a resource extraction issuer.

(2)Disclosure
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(A)Information required

Not later than 270 days after July 21, 2010, the Commission shall issue final rules that require each resource extraction
issuer to include in an annual report of the resource extraction issuer information relating to any payment made by the
resource extraction issuer, a subsidiary of the resource extraction issuer, or an entity under the control of the resource
extraction issuer to a foreign government or the Federal Government for the purpose of the commercial development of
oil, natural gas, or minerals, including--

(i) the type and total amount of such payments made for each project of the resource extraction issuer relating to the
commercial development of oil, natural gas, or minerals; and

(ii) the type and total amount of such payments made to each government.

(B)Consultation in rulemaking

In issuing rules under subparagraph (A), the Commission may consult with any agency or entity that the Commission
determines is relevant.

(C)Interactive data format

The rules issued under subparagraph (A) shall require that the information included in the annual report of a resource
extraction issuer be submitted in an interactive data format.

(D)Interactive data standard

(i)In general

The rules issued under subparagraph (A) shall establish an interactive data standard for the information included in the
annual report of a resource extraction issuer.

(ii)Electronic tags

The interactive data standard shall include electronic tags that identify, for any payments made by a resource extraction
issuer to a foreign government or the Federal Government--

(I) the total amounts of the payments, by category;

(II) the currency used to make the payments;

(III) the financial period in which the payments were made;
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(IV) the business segment of the resource extraction issuer that made the payments;

(V) the government that received the payments, and the country in which the government is located;

(VI) the project of the resource extraction issuer to which the payments relate; and

(VII) such other information as the Commission may determine is necessary or appropriate in the public interest or
for the protection of investors.

(E)International transparency efforts

To the extent practicable, the rules issued under subparagraph (A) shall support the commitment of the Federal Government
to international transparency promotion efforts relating to the commercial development of oil, natural gas, or minerals.

(F)Effective date

With respect to each resource extraction issuer, the final rules issued under subparagraph (A) shall take effect on the
date on which the resource extraction issuer is required to submit an annual report relating to the fiscal year of the
resource extraction issuer that ends not earlier than 1 year after the date on which the Commission issues final rules under
subparagraph (A).

(3)Public availability of information

(A)In general

To the extent practicable, the Commission shall make available online, to the public, a compilation of the information
required to be submitted under the rules issued under paragraph (2)(A).

(B)Other information

Nothing in this paragraph shall require the Commission to make available online information other than the information
required to be submitted under the rules issued under paragraph (2)(A).

(4)Authorization of appropriations

There are authorized to be appropriated to the Commission such sums as may be necessary to carry out this subsection.

(r) Disclosure of certain activities relating to Iran

(1) In general
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Each issuer required to file an annual or quarterly report under subsection (a) shall disclose in that report the information
required by paragraph (2) if, during the period covered by the report, the issuer or any affiliate of the issuer--

(A) knowingly engaged in an activity described in subsection (a) or (b) of section 5 of the Iran Sanctions Act of 1996
(Public Law 104-172; 50 U.S.C. 1701 note);

(B) knowingly engaged in an activity described in subsection (c)(2) of section 8513 of Title 22 or a transaction described
in subsection (d)(1) of that section;

(C) knowingly engaged in an activity described in section 8514a(b)(2) of Title 22; or

(D) knowingly conducted any transaction or dealing with--

(i) any person the property and interests in property of which are blocked pursuant to Executive Order No. 13224 (66 Fed.
Reg. 49079; relating to blocking property and prohibiting transactions with persons who commit, threaten to commit,
or support terrorism);

(ii) any person the property and interests in property of which are blocked pursuant to Executive Order No. 13382 (70
Fed. Reg. 38567; relating to blocking of property of weapons of mass destruction proliferators and their supporters); or

(iii) any person or entity identified under section 560.304 of title 31, Code of Federal Regulations (relating to the
definition of the Government of Iran) without the specific authorization of a Federal department or agency.

(2) Information required

If an issuer or an affiliate of the issuer has engaged in any activity described in paragraph (1), the issuer shall disclose a
detailed description of each such activity, including--

(A) the nature and extent of the activity;

(B) the gross revenues and net profits, if any, attributable to the activity; and

(C) whether the issuer or the affiliate of the issuer (as the case may be) intends to continue the activity.

(3) Notice of disclosures

If an issuer reports under paragraph (1) that the issuer or an affiliate of the issuer has knowingly engaged in any activity
described in that paragraph, the issuer shall separately file with the Commission, concurrently with the annual or quarterly
report under subsection (a), a notice that the disclosure of that activity has been included in that annual or quarterly report
that identifies the issuer and contains the information required by paragraph (2).
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(4) Public disclosure of information

Upon receiving a notice under paragraph (3) that an annual or quarterly report includes a disclosure of an activity described
in paragraph (1), the Commission shall promptly--

(A) transmit the report to--

(i) the President;

(ii) the Committee on Foreign Affairs and the Committee on Financial Services of the House of Representatives; and

(iii) the Committee on Foreign Relations and the Committee on Banking, Housing, and Urban Affairs of the Senate; and

(B) make the information provided in the disclosure and the notice available to the public by posting the information on
the Internet website of the Commission.

(5) Investigations

Upon receiving a report under paragraph (4) that includes a disclosure of an activity described in paragraph (1) (other than
an activity described in subparagraph (D)(iii) of that paragraph), the President shall--

(A) initiate an investigation into the possible imposition of sanctions under the Iran Sanctions Act of 1996 (Public Law
104-172; 50 U.S.C. 1701 note), section 8513 or 8514a of Title 22, an Executive order specified in clause (i) or (ii) of
paragraph (1)(D), or any other provision of law relating to the imposition of sanctions with respect to Iran, as applicable; and

(B) not later than 180 days after initiating such an investigation, make a determination with respect to whether sanctions
should be imposed with respect to the issuer or the affiliate of the issuer (as the case may be).

(6) Sunset

The provisions of this subsection shall terminate on the date that is 30 days after the date on which the President makes the
certification described in section 8551(a) of Title 22.

(s)Data standards

(1)Requirement

The Commission shall, by rule, adopt data standards for all collections of information with respect to periodic and current
reports required to be filed or furnished under this section or under section 78o(d) of this title, except that the Commission
may exempt exhibits, signatures, and certifications from those data standards.
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(2)Consistency

The data standards required under paragraph (1) shall incorporate, and ensure compatibility with (to the extent feasible),
all applicable data standards established in the rules promulgated under section 5334 of Title 12, including, to the extent
practicable, by having the characteristics described in clauses (i) through (vi) of subsection (c)(1)(B) of such section 5334.

CREDIT(S)

(June 6, 1934, c. 404, Title I, § 13, 48 Stat. 894; Pub.L. 88-467, § 4, Aug. 20, 1964, 78 Stat. 569; Pub.L. 90-439, § 2, July 29,
1968, 82 Stat. 454; Pub.L. 91-567, §§ 1, 2, Dec. 22, 1970, 84 Stat. 1497; Pub.L. 94-29, § 10, June 4, 1975, 89 Stat. 119; Pub.L.
94-210, Title III, § 308(b), Feb. 5, 1976, 90 Stat. 57; Pub.L. 95-213, Title I, § 102, Title II, §§ 202, 203, Dec. 19, 1977, 91 Stat.
1494, 1498, 1499; Pub.L. 98-38, § 2(a), June 6, 1983, 97 Stat. 205; Pub.L. 100-181, Title III, §§ 315, 316, Dec. 4, 1987, 101
Stat. 1256; Pub.L. 100-241, § 12(d), Feb. 3, 1988, 101 Stat. 1810; Pub.L. 100-418, Title V, § 5002, Aug. 23, 1988, 102 Stat.
1415; Pub.L. 101-432, § 3, Oct. 16, 1990, 104 Stat. 964; Pub.L. 107-123, § 5, Jan. 16, 2002, 115 Stat. 2395; Pub.L. 107-204,
Title I, § 109(i), formerly § 109(h), Title IV, §§ 401(a), 402(a), 409, July 30, 2002, 116 Stat. 771, 785, 787, 791; renumbered
§ 109(i) and amended Pub.L. 111-203, Title VII, §§ 763(i), 766(b), (c), (e), Title IX, §§ 929R(a), 929X(a), 982(h)(3), 985(b)
(4), 991(b)(2), Title XV, §§ 1502(b), 1504, July 21, 2010, 124 Stat. 1779, 1799, 1866, 1870, 1930, 1933, 1952, 2213, 2220;
Pub.L. 112-106, Title I, § 102(b)(2), Apr. 5, 2012, 126 Stat. 309; Pub.L. 112-158, Title II, § 219(a), Aug. 10, 2012, 126 Stat.
1235; Pub.L. 114-94, Div. G, Title LXXXVI, § 86001(c), Dec. 4, 2015, 129 Stat. 1798; Pub.L. 117-263, Div. E, Title LVIII,
§ 5821(f), Dec. 23, 2022, 136 Stat. 3426.)

MEMORANDA OF PRESIDENT

Assignment of Function Relating to Granting of Authority for Issuance of Certain Directives

<May 5, 2006, 71 F.R. 27943>

Memorandum for the Director of National Intelligence

By virtue of the authority vested in me by the Constitution and laws of the United States, including section 301 of title 3, United
States Code, I hereby assign to you the function of the President under section 13(b)(3)(A) of the Securities Exchange Act
of 1934, as amended (15 U.S.C. 78m(b)(3)(A)) [Act June 6, 1934, c. 404, Title I, § 13(b)(3)(A), 48 Stat. 894, as amended,
classified to subsec. (b)(3)(A) of this section]. In performing such function, you should consult the heads of departments and
agencies, as appropriate.

You are authorized and directed to publish this memorandum in the Federal Register.

GEORGE W. BUSH

Notes of Decisions (425)

Footnotes
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1 So in original. Probably should be “account”.

2 So in original. Section 78c-3(a) of this title does not contain a par. (6).

3 So in original. Probably should be “clause (i),”.

4 So in original. The word “a” probably should appear before “standardized list”.

15 U.S.C.A. § 78m, 15 USCA § 78m
Current through P.L. 118-30. Some statute sections may be more current, see credits for details.

End of Document © 2024 Thomson Reuters. No claim to original U.S. Government Works.
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KeyCite Yellow Flag - Negative Treatment
 Unconstitutional or Preempted Limited on Constitutional Grounds by Bartko v. Securities and Exchange Commission, D.C.Cir., Jan. 17, 2017

KeyCite Yellow Flag - Negative Treatment
 Proposed Legislation

United States Code Annotated
Title 15. Commerce and Trade

Chapter 2B. Securities Exchanges (Refs & Annos)

15 U.S.C.A. § 78o

§ 78o. Registration and regulation of brokers and dealers

Currentness

(a)Registration of all persons utilizing exchange facilities to effect transactions; exemptions

(1) It shall be unlawful for any broker or dealer which is either a person other than a natural person or a natural person not
associated with a broker or dealer which is a person other than a natural person (other than such a broker or dealer whose
business is exclusively intrastate and who does not make use of any facility of a national securities exchange) to make use of the
mails or any means or instrumentality of interstate commerce to effect any transactions in, or to induce or attempt to induce the
purchase or sale of, any security (other than an exempted security or commercial paper, bankers' acceptances, or commercial
bills) unless such broker or dealer is registered in accordance with subsection (b) of this section.

(2) The Commission, by rule or order, as it deems consistent with the public interest and the protection of investors, may
conditionally or unconditionally exempt from paragraph (1) of this subsection any broker or dealer or class of brokers or dealers
specified in such rule or order.

(b)Manner of registration of brokers and dealers

(1) A broker or dealer may be registered by filing with the Commission an application for registration in such form and containing
such information and documents concerning such broker or dealer and any persons associated with such broker or dealer as the
Commission, by rule, may prescribe as necessary or appropriate in the public interest or for the protection of investors. Within
forty-five days of the date of the filing of such application (or within such longer period as to which the applicant consents),
the Commission shall--

(A) by order grant registration, or

(B) institute proceedings to determine whether registration should be denied. Such proceedings shall include notice of the
grounds for denial under consideration and opportunity for hearing and shall be concluded within one hundred twenty days
of the date of the filing of the application for registration. At the conclusion of such proceedings, the Commission, by order,
shall grant or deny such registration. The Commission may extend the time for conclusion of such proceedings for up to
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ninety days if it finds good cause for such extension and publishes its reasons for so finding or for such longer period as
to which the applicant consents.

The Commission shall grant such registration if the Commission finds that the requirements of this section are satisfied. The
order granting registration shall not be effective until such broker or dealer has become a member of a registered securities
association, or until such broker or dealer has become a member of a national securities exchange, if such broker or dealer effects
transactions solely on that exchange, unless the Commission has exempted such broker or dealer, by rule or order, from such
membership. The Commission shall deny such registration if it does not make such a finding or if it finds that if the applicant
were so registered, its registration would be subject to suspension or revocation under paragraph (4) of this subsection.

(2)(A) An application for registration of a broker or dealer to be formed or organized may be made by a broker or dealer to
which the broker or dealer to be formed or organized is to be the successor. Such application, in such form as the Commission,
by rule, may prescribe, shall contain such information and documents concerning the applicant, the successor, and any persons
associated with the applicant or the successor, as the Commission, by rule, may prescribe as necessary or appropriate in the
public interest or for the protection of investors. The grant or denial of registration to such an applicant shall be in accordance
with the procedures set forth in paragraph (1) of this subsection. If the Commission grants such registration, the registration
shall terminate on the forty-fifth day after the effective date thereof, unless prior thereto the successor shall, in accordance with
such rules and regulations as the Commission may prescribe, adopt the application for registration as its own.

(B) Any person who is a broker or dealer solely by reason of acting as a municipal securities dealer or municipal securities
broker, who so acts through a separately identifiable department or division, and who so acted in such a manner on June 4,
1975, may, in accordance with such terms and conditions as the Commission, by rule, prescribes as necessary and appropriate in
the public interest and for the protection of investors, register such separately identifiable department or division in accordance
with this subsection. If any such department or division is so registered, the department or division and not such person himself
shall be the broker or dealer for purposes of this chapter.

(C) Within six months of the date of the granting of registration to a broker or dealer, the Commission, or upon the authorization
and direction of the Commission, a registered securities association or national securities exchange of which such broker or
dealer is a member, shall conduct an inspection of the broker or dealer to determine whether it is operating in conformity with
the provisions of this chapter and the rules and regulations thereunder: Provided, however, That the Commission may delay
such inspection of any class of brokers or dealers for a period not to exceed six months.

(3) Any provision of this chapter (other than section 78e of this title and subsection (a) of this section) which prohibits any
act, practice, or course of business if the mails or any means or instrumentality of interstate commerce is used in connection
therewith shall also prohibit any such act, practice, or course of business by any registered broker or dealer or any person acting
on behalf of such a broker or dealer, irrespective of any use of the mails or any means or instrumentality of interstate commerce
in connection therewith.

(4) The Commission, by order, shall censure, place limitations on the activities, functions, or operations of, suspend for a
period not exceeding twelve months, or revoke the registration of any broker or dealer if it finds, on the record after notice
and opportunity for hearing, that such censure, placing of limitations, suspension, or revocation is in the public interest and
that such broker or dealer, whether prior or subsequent to becoming such, or any person associated with such broker or dealer,
whether prior or subsequent to becoming so associated--
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(A) has willfully made or caused to be made in any application for registration or report required to be filed with the
Commission or with any other appropriate regulatory agency under this chapter, or in any proceeding before the Commission
with respect to registration, 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 application or report any material
fact which is required to be stated therein.

(B) has been convicted within ten years preceding the filing of any application for registration or at any time thereafter of
any felony or misdemeanor or of a substantially equivalent crime by a foreign court of competent jurisdiction which the
Commission finds--

(i) involves the purchase or sale of any security, the taking of a false oath, the making of a false report, bribery, perjury,
burglary, any substantially equivalent activity however denominated by the laws of the relevant foreign government, or
conspiracy to commit any such offense;

(ii) arises out of the conduct of the business of a broker, dealer, municipal securities dealer municipal advisor,, 1  government
securities broker, government securities dealer, investment adviser, bank, insurance company, fiduciary, transfer agent,
nationally recognized statistical rating organization, foreign person performing a function substantially equivalent to any
of the above, or entity or person required to be registered under the Commodity Exchange Act (7 U.S.C. 1 et seq.) or any
substantially equivalent foreign statute or regulation;

(iii) involves the larceny, theft, robbery, extortion, forgery, counterfeiting, fraudulent concealment, embezzlement,
fraudulent conversion, or misappropriation of funds, or securities, or substantially equivalent activity however denominated
by the laws of the relevant foreign government; or

(iv) involves the violation of section 152, 1341, 1342, or 1343 or chapter 25 or 47 of Title 18 or a violation of a substantially
equivalent foreign statute.

(C) is permanently or temporarily enjoined by order, judgment, or decree of any court of competent jurisdiction from acting

as an investment adviser, underwriter, broker, dealer, municipal securities dealer municipal advisor,, 1  government securities
broker, government securities dealer, security-based swap dealer, major security-based swap participant, transfer agent,
nationally recognized statistical rating organization, foreign person performing a function substantially equivalent to any of
the above, or entity or person required to be registered under the Commodity Exchange Act or any substantially equivalent
foreign statute or regulation, or as an affiliated person or employee of any investment company, bank, insurance company,
foreign entity substantially equivalent to any of the above, or entity or person required to be registered under the Commodity
Exchange Act or any substantially equivalent foreign statute or regulation, 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.

(D) has willfully violated any provision of the Securities Act of 1933, the Investment Advisers Act of 1940, the Investment
Company Act of 1940, the Commodity Exchange Act, this chapter, the rules or regulations under any of such statutes, or the
rules of the Municipal Securities Rulemaking Board, or is unable to comply with any such provision.
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(E) has willfully aided, abetted, counseled, commanded, induced, or procured the violation by any other person of any
provision of the Securities Act of 1933, the Investment Advisers Act of 1940, the Investment Company Act of 1940, the
Commodity Exchange Act, this chapter, the rules or regulations under any of such statutes, or the rules of the Municipal
Securities Rulemaking Board, or has failed reasonably to supervise, with a view to preventing violations of the provisions
of such statutes, rules, and regulations, another person who commits such a violation, if such other person is subject to his
supervision. For the purposes of this subparagraph (E) no person shall be deemed to have failed reasonably to supervise any
other person, if--

(i) there have been established procedures, and a system for applying such procedures, which would reasonably be expected
to prevent and detect, insofar as practicable, any such violation by such other person, and

(ii) such person has reasonably discharged the duties and obligations incumbent upon him by reason of such procedures
and system without reasonable cause to believe that such procedures and system were not being complied with.

(F) is subject to any order of the Commission barring or suspending the right of the person to be associated with a broker,
dealer, security-based swap dealer, or a major security-based swap participant;

(G) has been found by a foreign financial regulatory authority to have--

(i) made or caused to be made in any application for registration or report required to be filed with a foreign financial
regulatory authority, or in any proceeding before a foreign financial regulatory authority with respect to registration, any
statement that 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 application or report to the foreign financial regulatory authority
any material fact that is required to be stated therein;

(ii) violated any foreign statute or regulation 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;

(iii) aided, abetted, counseled, commanded, induced, or procured the violation by any person of any provision of any
statutory provisions enacted by a foreign government, or rules or regulations thereunder, empowering a foreign financial
regulatory authority 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 has been found, by a foreign financial regulatory
authority, to have failed reasonably to supervise, with a view to preventing violations of such statutory provisions, rules,
and regulations, another person who commits such a violation, if such other person is subject to his supervision; or

(H) is subject to any final order of a State securities commission (or any agency or officer performing like functions), State
authority that supervises or examines banks, savings associations, or credit unions, State insurance commission (or any agency
or office performing like functions), an appropriate Federal banking agency (as defined in section 3 of the Federal Deposit
Insurance Act (12 U.S.C. 1813(q))), or the National Credit Union Administration, that--

(i) bars such person from association with an entity regulated by such commission, authority, agency, or officer, or from
engaging in the business of securities, insurance, banking, savings association activities, or credit union activities; or
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(ii) constitutes a final order based on violations of any laws or regulations that prohibit fraudulent, manipulative, or
deceptive conduct.

(5) Pending final determination whether any registration under this subsection shall be revoked, the Commission, by order,
may suspend such registration, if such suspension appears to the Commission, after notice and opportunity for hearing, to be
necessary or appropriate in the public interest or for the protection of investors. Any registered broker or dealer may, upon such
terms and conditions as the Commission deems necessary or appropriate in the public interest or for the protection of investors,
withdraw from registration by filing a written notice of withdrawal with the Commission. If the Commission finds that any
registered broker or dealer is no longer in existence or has ceased to do business as a broker or dealer, the Commission, by
order, shall cancel the registration of such broker or dealer.

(6)(A) With respect to any person who is associated, who is seeking to become associated, or, at the time of the alleged
misconduct, who was associated or was seeking to become associated with a broker or dealer, or any person participating, or, at
the time of the alleged misconduct, who was participating, in an offering of any penny stock, the Commission, by order, shall
censure, place limitations on the activities or functions of such person, or suspend for a period not exceeding 12 months, or bar
any such person from being associated with a broker, dealer, investment adviser, municipal securities dealer, municipal advisor,
transfer agent, or nationally recognized statistical rating organization, or from participating in an offering of penny stock, if the
Commission finds, on the record after notice and opportunity for a hearing, that such censure, placing of limitations, suspension,
or bar is in the public interest and that such person--

(i) has committed or omitted any act, or is subject to an order or finding, enumerated in subparagraph (A), (D), (E), (H), or
(G) of paragraph (4) of this subsection;

(ii) has been convicted of any offense specified in subparagraph (B) of such paragraph (4) within 10 years of the
commencement of the proceedings under this paragraph; or

(iii) is enjoined from any action, conduct, or practice specified in subparagraph (C) of such paragraph (4).

(B) It shall be unlawful--

(i) for any person as to whom an order under subparagraph (A) is in effect, without the consent of the Commission, willfully
to become, or to be, associated with a broker or dealer in contravention of such order, or to participate in an offering of penny
stock in contravention of such order;

(ii) for any broker or dealer to permit such a person, without the consent of the Commission, to become or remain, a person
associated with the broker or dealer in contravention of such order, if such broker or dealer knew, or in the exercise of
reasonable care should have known, of such order; or

(iii) for any broker or dealer to permit such a person, without the consent of the Commission, to participate in an offering of
penny stock in contravention of such order, if such broker or dealer knew, or in the exercise of reasonable care should have
known, of such order and of such participation.
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(C) For purposes of this paragraph, the term “person participating in an offering of penny stock” includes any person acting as
any promoter, finder, consultant, agent, or other person who engages in activities with a broker, dealer, or issuer for purposes
of the issuance or trading in any penny stock, or inducing or attempting to induce the purchase or sale of any penny stock.
The Commission may, by rule or regulation, define such term to include other activities, and may, by rule, regulation, or order,
exempt any person or class of persons, in whole or in part, conditionally or unconditionally, from such term.

(7) No registered broker or dealer or government securities broker or government securities dealer registered (or required to
register) under section 78o-5(a)(1)(A) of this title shall effect any transaction in, or induce the purchase or sale of, any security
unless such broker or dealer meets such standards of operational capability and such broker or dealer and all natural persons
associated with such broker or dealer meet such standards of training, experience, competence, and such other qualifications as
the Commission finds necessary or appropriate in the public interest or for the protection of investors. The Commission shall
establish such standards by rules and regulations, which may--

(A) specify that all or any portion of such standards shall be applicable to any class of brokers and dealers and persons
associated with brokers and dealers;

(B) require persons in any such class to pass tests prescribed in accordance with such rules and regulations, which tests
shall, with respect to any class of partners, officers, or supervisory employees (which latter term may be defined by the
Commission's rules and regulations and as so defined shall include branch managers of brokers or dealers) engaged in the
management of the broker or dealer, include questions relating to bookkeeping, accounting, internal control over cash and
securities, supervision of employees, maintenance of records, and other appropriate matters; and

(C) provide that persons in any such class other than brokers and dealers and partners, officers, and supervisory employees
of brokers or dealers, may be qualified solely on the basis of compliance with such standards of training and such other
qualifications as the Commission finds appropriate.

The Commission, by rule, may prescribe reasonable fees and charges to defray its costs in carrying out this paragraph, including,
but not limited to, fees for any test administered by it or under its direction. The Commission may cooperate with registered
securities associations and national securities exchanges in devising and administering tests and may require registered brokers
and dealers and persons associated with such brokers and dealers to pass tests administered by or on behalf of any such
association or exchange and to pay such association or exchange reasonable fees or charges to defray the costs incurred by such
association or exchange in administering such tests.

(8) It shall be unlawful for any registered broker or dealer to effect any transaction in, or induce or attempt to induce the purchase

or sale of, any security (other than or 2  commercial paper, bankers' acceptances, or commercial bills), unless such broker or
dealer is a member of a securities association registered pursuant to section 78o-3 of this title or effects transactions in securities
solely on a national securities exchange of which it is a member.

(9) The Commission by rule or order, as it deems consistent with the public interest and the protection of investors, may
conditionally or unconditionally exempt from paragraph (8) of this subsection any broker or dealer or class of brokers or dealers
specified in such rule or order.
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(10) For the purposes of determining whether a person is subject to a statutory disqualification under section 78f(c)(2), 78o-3(g)
(2), or 78q-1(b)(4)(A) of this title, the term “Commission” in paragraph (4)(B) of this subsection shall mean “exchange”,
“association”, or “clearing agency”, respectively.

(11)Broker/dealer registration with respect to transactions in security futures products

(A)Notice registration

(i)Contents of notice

Notwithstanding paragraphs (1) and (2), a broker or dealer required to register only because it effects transactions in
security futures products on an exchange registered pursuant to section 78f(g) of this title may register for purposes of
this section by filing with the Commission a written notice in such form and containing such information concerning
such broker or dealer and any persons associated with such broker or dealer as the Commission, by rule, may prescribe
as necessary or appropriate in the public interest or for the protection of investors. A broker or dealer may not register
under this paragraph unless that broker or dealer is a member of a national securities association registered under section
78o-3(k) of this title.

(ii)(Immediate effectiveness

Such registration shall be effective contemporaneously with the submission of notice, in written or electronic form, to
the Commission, except that such registration shall not be effective if the registration would be subject to suspension
or revocation under paragraph (4).

(iii)Suspension

Such registration shall be suspended immediately if a national securities association registered pursuant to section
78o-3(k) of this title suspends the membership of that broker or dealer.

(iv)Termination

Such registration shall be terminated immediately if any of the above stated conditions for registration set forth in this
paragraph are no longer satisfied.

(B)Exemptions for registered brokers and dealers

A broker or dealer registered pursuant to the requirements of subparagraph (A) shall be exempt from the following
provisions of this chapter and the rules thereunder with respect to transactions in security futures products:

(i)Section 78h of this title.

(ii)Section 78k of this title.
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(iii) Subsections (c)(3) and (c)(5) of this section.

(iv)Section 78o-4 of this title.

(v)Section 78o-5 of this title.

(vi)Subsections (d), (e), (f), (g), (h), and (i) of section 78q of this title.

(12)Exemption for security futures product exchange members

(A)Registration exemption

A natural person shall be exempt from the registration requirements of this section if such person--

(i) is a member of a designated contract market registered with the Commission as an exchange pursuant to section
78f(g) of this title;

(ii) effects transactions only in securities on the exchange of which such person is a member; and

(iii) does not directly accept or solicit orders from public customers or provide advice to public customers in connection
with the trading of security futures products.

(B)Other exemptions

A natural person exempt from registration pursuant to subparagraph (A) shall also be exempt from the following provisions
of this chapter and the rules thereunder:

(i)Section 78h of this title.

(ii)Section 78k of this title.

(iii) Subsections (c)(3), (c)(5), and (e) of this section.

(iv)Section 78o-4 of this title.

(v)Section 78o-5 of this title.
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(vi)Subsections (d), (e), (f), (g), (h), and (i) of section 78q of this title.

(13)Registration exemption for merger and acquisition brokers

(A)In general

Except as provided in subparagraph (B), an M&A broker shall be exempt from registration under this section.

(B)Excluded activities

An M&A broker is not exempt from registration under this paragraph if such broker does any of the following:

(i) Directly or indirectly, in connection with the transfer of ownership of an eligible privately held company, receives,
holds, transmits, or has custody of the funds or securities to be exchanged by the parties to the transaction.

(ii) Engages on behalf of an issuer in a public offering of any class of securities that is registered, or is required to be
registered, with the Commission under section 78l of this title or with respect to which the issuer files, or is required to
file, periodic information, documents, and reports under subsection (d).

(iii) Engages on behalf of any party in a transaction involving a shell company, other than a business combination related
shell company.

(iv) Directly, or indirectly through any of its affiliates, provides financing related to the transfer of ownership of an
eligible privately held company.

(v) Assists any party to obtain financing from an unaffiliated third party without--

(I) complying with all other applicable laws in connection with such assistance, including, if applicable, Regulation
T (12 C.F.R. 220 et seq.); and

(II) disclosing any compensation in writing to the party.

(vi) Represents both the buyer and the seller in the same transaction without providing clear written disclosure as to the
parties the broker represents and obtaining written consent from both parties to the joint representation.

(vii) Facilitates a transaction with a group of buyers formed with the assistance of the M&A broker to acquire the eligible
privately held company.
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(viii) Engages in a transaction involving the transfer of ownership of an eligible privately held company to a passive
buyer or group of passive buyers.

(ix) Binds a party to a transfer of ownership of an eligible privately held company.

(C)Disqualification

An M&A broker is not exempt from registration under this paragraph if such broker (and if and as applicable, including
any officer, director, member, manager, partner, or employee of such broker)--

(i) has been barred from association with a broker or dealer by the Commission, any State, or any self-regulatory
organization; or

(ii) is suspended from association with a broker or dealer.

(D)Rule of construction

Nothing in this paragraph shall be construed to limit any other authority of the Commission to exempt any person, or any
class of persons, from any provision of this chapter, or from any provision of any rule or regulation thereunder.

(E)Definitions

In this paragraph:

(i)Business combination related shell company

The term “business combination related shell company” means a shell company that is formed by an entity that is not
a shell company--

(I) solely for the purpose of changing the corporate domicile of that entity solely within the United States; or

(II) solely for the purpose of completing a business combination transaction (as defined under section 230.165(f) of
title 17, Code of Federal Regulations) among one or more entities other than the company itself, none of which is
a shell company.

(ii)Control

The term “control” means the power, directly or indirectly, to direct the management or policies of a company, whether
through ownership of securities, by contract, or otherwise. There is a presumption of control if, upon completion of a
transaction, the buyer or group of buyers--
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(I) has the right to vote 25 percent or more of a class of voting securities or the power to sell or direct the sale of 25
percent or more of a class of voting securities; or

(II) in the case of a partnership or limited liability company, has the right to receive upon dissolution, or has
contributed, 25 percent or more of the capital.

(iii)Eligible privately held company

The term “eligible privately held company” means a privately held company that meets both of the following conditions:

(I) The company does not have any class of securities registered, or required to be registered, with the Commission
under section 78l of this title or with respect to which the company files, or is required to file, periodic information,
documents, and reports under subsection (d).

(II) In the fiscal year ending immediately before the fiscal year in which the services of the M&A broker are initially
engaged with respect to the securities transaction, the company meets either or both of the following conditions
(determined in accordance with the historical financial accounting records of the company):

(aa) The earnings of the company before interest, taxes, depreciation, and amortization are less than $25,000,000.

(bb) The gross revenues of the company are less than $250,000,000.

For purposes of this subclause, the Commission may by rule modify the dollar figures if the Commission
determines that such a modification is necessary or appropriate in the public interest or for the protection of
investors.

(iv)M&A broker

The term “M&A broker” means a broker, and any person associated with a broker, engaged in the business of effecting
securities transactions solely in connection with the transfer of ownership of an eligible privately held company,
regardless of whether the broker acts on behalf of a seller or buyer, through the purchase, sale, exchange, issuance,
repurchase, or redemption of, or a business combination involving, securities or assets of the eligible privately held
company, if the broker reasonably believes that--

(I) upon consummation of the transaction, any person acquiring securities or assets of the eligible privately held
company, acting alone or in concert--

(aa) will control the eligible privately held company or the business conducted with the assets of the eligible
privately held company; and
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(bb) directly or indirectly, will be active in the management of the eligible privately held company or the business
conducted with the assets of the eligible privately held company, including without limitation, for example, by--

(AA) electing executive officers;

(BB) approving the annual budget;

(CC) serving as an executive or other executive manager; or

(DD) carrying out such other activities as the Commission may, by rule, determine to be in the public interest; and

(II) if any person is offered securities in exchange for securities or assets of the eligible privately held company,
such person will, prior to becoming legally bound to consummate the transaction, receive or have reasonable access
to the most recent fiscal year-end financial statements of the issuer of the securities as customarily prepared by the
management of the issuer in the normal course of operations and, if the financial statements of the issuer are audited,
reviewed, or compiled, any related statement by the independent accountant, a balance sheet dated not more than 120
days before the date of the offer, and information pertaining to the management, business, results of operations for
the period covered by the foregoing financial statements, and material loss contingencies of the issuer.

(v)Shell company

The term “shell company” means a company that at the time of a transaction with an eligible privately held company--

(I) has no or nominal operations; and

(II) has--

(aa) no or nominal assets;

(bb) assets consisting solely of cash and cash equivalents; or

(cc) assets consisting of any amount of cash and cash equivalents and nominal other assets.

(F)Inflation adjustment

(i)In general

On the date that is 5 years after December 29, 2022, and every 5 years thereafter, each dollar amount in subparagraph
(E)(iii)(II) shall be adjusted by--
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(I) dividing the annual value of the Employment Cost Index For Wages and Salaries, Private Industry Workers (or
any successor index), as published by the Bureau of Labor Statistics, for the calendar year preceding the calendar
year in which the adjustment is being made by the annual value of such index (or successor) for the calendar year
ending December 31, 2020; and

(II) multiplying such dollar amount by the quotient obtained under subclause (I).

(ii)Rounding

Each dollar amount determined under clause (i) shall be rounded to the nearest multiple of $100,000.

(c)Use of manipulative or deceptive devices; contravention of rules and regulations

(1)(A) No broker or dealer shall make use of the mails or any means or instrumentality of interstate commerce to effect any
transaction in, or to induce or attempt to induce the purchase or sale of, any security (other than commercial paper, bankers'
acceptances, or commercial bills), or any security-based swap agreement by means of any manipulative, deceptive, or other
fraudulent device or contrivance.

(B) No broker, dealer, or municipal securities dealer shall make use of the mails or any means or instrumentality of interstate
commerce to effect any transaction in, or to induce or attempt to induce the purchase or sale of, any municipal security or any
security-based swap agreement involving a municipal security by means of any manipulative, deceptive, or other fraudulent
device or contrivance.

(C) No government securities broker or government securities dealer shall make use of the mails or any means or instrumentality
of interstate commerce to effect any transaction in, or to induce or to attempt to induce the purchase or sale of, any government
security or any security-based swap agreement involving a government security by means of any manipulative, deceptive, or
other fraudulent device or contrivance.

(2)(A) No broker or dealer shall make use of the mails or any means or instrumentality of interstate commerce to effect any
transaction in, or to induce or attempt to induce the purchase or sale of, any security (other than an exempted security or
commercial paper, bankers' acceptances, or commercial bills) otherwise than on a national securities exchange of which it is a
member, in connection with which such broker or dealer engages in any fraudulent, deceptive, or manipulative act or practice,
or makes any fictitious quotation.

(B) No broker, dealer, or municipal securities dealer shall make use of the mails or any means or instrumentality of interstate
commerce to effect any transaction in, or to induce or attempt to induce the purchase or sale of, any municipal security in
connection with which such broker, dealer, or municipal securities dealer engages in any fraudulent, deceptive, or manipulative
act or practice, or makes any fictitious quotation.

(C) No government securities broker or government securities dealer shall make use of the mails or any means or instrumentality
of interstate commerce to effect any transaction in, or induce or attempt to induce the purchase or sale of, any government



§ 78o. Registration and regulation of brokers and dealers, 15 USCA § 78o

 © 2024 Thomson Reuters. No claim to original U.S. Government Works. 14

security in connection with which such government securities broker or government securities dealer engages in any fraudulent,
deceptive, or manipulative act or practice, or makes any fictitious quotation.

(D) The Commission shall, for the purposes of this paragraph, by rules and regulations define, and prescribe means reasonably
designed to prevent, such acts and practices as are fraudulent, deceptive, or manipulative and such quotations as are fictitious.

(E) The Commission shall, prior to adopting any rule or regulation under subparagraph (C), consult with and consider the views
of the Secretary of the Treasury and each appropriate regulatory agency. If the Secretary of the Treasury or any appropriate
regulatory agency comments in writing on a proposed rule or regulation of the Commission under such subparagraph (C) that has
been published for comment, the Commission shall respond in writing to such written comment before adopting the proposed
rule. If the Secretary of the Treasury determines, and notifies the Commission, that such rule or regulation, if implemented,
would, or as applied does (i) adversely affect the liquidity or efficiency of the market for government securities; or (ii) impose
any burden on competition not necessary or appropriate in furtherance of the purposes of this section, the Commission shall,
prior to adopting the proposed rule or regulation, find that such rule or regulation is necessary and appropriate in furtherance
of the purposes of this section notwithstanding the Secretary's determination.

(3)(A) No broker or dealer (other than a government securities broker or government securities dealer, except a registered broker
or dealer) shall make use of the mails or any means or instrumentality of interstate commerce to effect any transaction in, or
to induce or attempt to induce the purchase or sale of, any security (other than an exempted security (except a government
security) or commercial paper, bankers' acceptances, or commercial bills) in contravention of such rules and regulations as
the Commission shall prescribe as necessary or appropriate in the public interest or for the protection of investors to provide
safeguards with respect to the financial responsibility and related practices of brokers and dealers including, but not limited to,
the acceptance of custody and use of customers' securities and the carrying and use of customers' deposits or credit balances.
Such rules and regulations shall (A) require the maintenance of reserves with respect to customers' deposits or credit balances,
and (B) no later than September 1, 1975, establish minimum financial responsibility requirements for all brokers and dealers.

(B) Consistent with this chapter, the Commission, in consultation with the Commodity Futures Trading Commission, shall issue
such rules, regulations, or orders as are necessary to avoid duplicative or conflicting regulations applicable to any broker or
dealer registered with the Commission pursuant to subsection (b) (except paragraph (11) thereof), that is also registered with
the Commodity Futures Trading Commission pursuant to section 4f(a) of the Commodity Exchange Act (except paragraph (2)
thereof), with respect to the application of: (i) the provisions of section 78h of this title, subsection (c)(3), and section 78q of
this title and the rules and regulations thereunder related to the treatment of customer funds, securities, or property, maintenance
of books and records, financial reporting, or other financial responsibility rules, involving security futures products; and (ii)
similar provisions of the Commodity Exchange Act and rules and regulations thereunder involving security futures products.

(C) Notwithstanding any provision of sections 2(a)(1)(C)(i) or 4d(a)(2) of the Commodity Exchange Act and the rules and
regulations thereunder, and pursuant to an exemption granted by the Commission under section 78mm of this title or pursuant
to a rule or regulation, cash and securities may be held by a broker or dealer registered pursuant to subsection (b)(1) and
also registered as a futures commission merchant pursuant to section 4f(a)(1) of the Commodity Exchange Act, in a portfolio
margining account carried as a futures account subject to section 4d of the Commodity Exchange Act and the rules and
regulations thereunder, pursuant to a portfolio margining program approved by the Commodity Futures Trading Commission,
and subject to subchapter IV of chapter 7 of Title 11 and the rules and regulations thereunder. The Commission shall consult
with the Commodity Futures Trading Commission to adopt rules to ensure that such transactions and accounts are subject to
comparable requirements to the extent practicable for similar products.
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(4) If the Commission finds, after notice and opportunity for a hearing, that any person subject to the provisions of section
78l, 78m, 78n of this title or subsection (d) or any rule or regulation thereunder has failed to comply with any such provision,
rule, or regulation in any material respect, the Commission may publish its findings and issue an order requiring such person,
and any person who was a cause of the failure to comply due to an act or omission the person knew or should have known
would contribute to the failure to comply, to comply, or to take steps to effect compliance, with such provision or such rule or
regulation thereunder upon such terms and conditions and within such time as the Commission may specify in such order.

(5) No dealer (other than a specialist registered on a national securities exchange) acting in the capacity of market maker or
otherwise shall make use of the mails or any means or instrumentality of interstate commerce to effect any transaction in, or to
induce or attempt to induce the purchase or sale of, any security (other than an exempted security or a municipal security) in
contravention of such specified and appropriate standards with respect to dealing as the Commission, by rule, shall prescribe
as necessary or appropriate in the public interest and for the protection of investors, to maintain fair and orderly markets, or to
remove impediments to and perfect the mechanism of a national market system. Under the rules of the Commission a dealer
in a security may be prohibited from acting as a broker in that security.

(6) No broker or dealer shall make use of the mails or any means or instrumentality of interstate commerce to effect any
transaction in, or to induce or attempt to induce the purchase or sale of, any security (other than an exempted security, municipal
security, commercial paper, bankers' acceptances, or commercial bills) in contravention of such rules and regulations as the
Commission shall prescribe as necessary or appropriate in the public interest and for the protection of investors or to perfect
or remove impediments to a national system for the prompt and accurate clearance and settlement of securities transactions,
with respect to the time and method of, and the form and format of documents used in connection with, making settlements
of and payments for transactions in securities, making transfers and deliveries of securities, and closing accounts. Nothing in
this paragraph shall be construed (A) to affect the authority of the Board of Governors of the Federal Reserve System, pursuant
to section 78g of this title, to prescribe rules and regulations for the purpose of preventing the excessive use of credit for the
purchase or carrying of securities, or (B) to authorize the Commission to prescribe rules or regulations for such purpose.

(7) In connection with any bid for or purchase of a government security related to an offering of government securities by or
on behalf of an issuer, no government securities broker, government securities dealer, or bidder for or purchaser of securities in
such offering shall knowingly or willfully make any false or misleading written statement or omit any fact necessary to make
any written statement made not misleading.

(8) Prohibition of referral fees

No broker or dealer, or person associated with a broker or dealer, may solicit or accept, directly or indirectly, remuneration
for assisting an attorney in obtaining the representation of any person in any private action arising under this chapter or under
the Securities Act of 1933.

(d)Supplementary and periodic information

(1)In general

Each issuer which has filed a registration statement containing an undertaking which is or becomes operative under this
subsection as in effect prior to August 20, 1964, and each issuer which shall after such date file a registration statement which
has become effective pursuant to the Securities Act of 1933, as amended, shall file with the Commission, in accordance
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with such rules and regulations as the Commission may prescribe as necessary or appropriate in the public interest or for the
protection of investors, such supplementary and periodic information, documents, and reports as may be required pursuant
to section 78m of this title in respect of a security registered pursuant to section 78l of this title. The duty to file under this
subsection shall be automatically suspended if and so long as any issue of securities of such issuer is registered pursuant to
section 78l of this title. The duty to file under this subsection shall also be automatically suspended as to any fiscal year, other
than the fiscal year within which such registration statement became effective, if, at the beginning of such fiscal year, the
securities of each class, other than any class of asset-backed securities, to which the registration statement relates are held of
record by less than 300 persons, or, in the case of a bank, a savings and loan holding company (as defined in section 1467a

of Title 12), or a bank holding company, as such term is defined in section 1841 of Title 12, 1,200 persons persons 3 . For the
purposes of this subsection, the term “class” shall be construed to include all securities of an issuer which are of substantially
similar character and the holders of which enjoy substantially similar rights and privileges. The Commission may, for the
purpose of this subsection, define by rules and regulations the term “held of record” as it deems necessary or appropriate in
the public interest or for the protection of investors in order to prevent circumvention of the provisions of this subsection.
Nothing in this subsection shall apply to securities issued by a foreign government or political subdivision thereof.

(2)Asset-backed securities

(A)Suspension of duty to file

The Commission may, by rule or regulation, provide for the suspension or termination of the duty to file under this
subsection for any class of asset-backed security, on such terms and conditions and for such period or periods as the
Commission deems necessary or appropriate in the public interest or for the protection of investors.

(B)Classification of issuers

The Commission may, for purposes of this subsection, classify issuers and prescribe requirements appropriate for each
class of issuers of asset-backed securities.

(e)Notices to customers regarding securities lending

Every registered broker or dealer shall provide notice to its customers that they may elect not to allow their fully paid securities to
be used in connection with short sales. If a broker or dealer uses a customer's securities in connection with short sales, the broker
or dealer shall provide notice to its customer that the broker or dealer may receive compensation in connection with lending the
customer's securities. The Commission, by rule, as it deems necessary or appropriate in the public interest and for the protection
of investors, may prescribe the form, content, time, and manner of delivery of any notice required under this paragraph.

(f)Compliance with this chapter by members not required to be registered

The Commission, by rule, as it deems necessary or appropriate in the public interest and for the protection of investors or to
assure equal regulation, may require any member of a national securities exchange not required to register under this section
and any person associated with any such member to comply with any provision of this chapter (other than subsection (a)) or the
rules or regulations thereunder which by its terms regulates or prohibits any act, practice, or course of business by a “broker or
dealer” or “registered broker or dealer” or a “person associated with a broker or dealer,” respectively.

(g)Prevention of misuse of material, nonpublic information
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Every registered broker or dealer shall establish, maintain, and enforce written policies and procedures reasonably designed,
taking into consideration the nature of such broker's or dealer's business, to prevent the misuse in violation of this chapter, or the
rules or regulations thereunder, of material, nonpublic information by such broker or dealer or any person associated with such
broker or dealer. The Commission, as it deems necessary or appropriate in the public interest or for the protection of investors,
shall adopt rules or regulations to require specific policies or procedures reasonably designed to prevent misuse in violation of
this chapter (or the rules or regulations thereunder) of material, nonpublic information.

(h)Requirements for transactions in penny stocks

(1)In general

No broker or dealer shall make use of the mails or any means or instrumentality of interstate commerce to effect any
transaction in, or to induce or attempt to induce the purchase or sale of, any penny stock by any customer except in accordance
with the requirements of this subsection and the rules and regulations prescribed under this subsection.

(2)Risk disclosure with respect to penny stocks

Prior to effecting any transaction in any penny stock, a broker or dealer shall give the customer a risk disclosure document
that--

(A) contains a description of the nature and level of risk in the market for penny stocks in both public offerings and
secondary trading;

(B) contains a description of the broker's or dealer's duties to the customer and of the rights and remedies available to the
customer with respect to violations of such duties or other requirements of Federal securities laws;

(C) contains a brief, clear, narrative description of a dealer market, including “bid” and “ask” prices for penny stocks and
the significance of the spread between the bid and ask prices;

(D) contains the toll free telephone number for inquiries on disciplinary actions established pursuant to section 78o-3(i)
of this title;

(E) defines significant terms used in the disclosure document or in the conduct of trading in penny stocks; and

(F) contains such other information, and is in such form (including language, type size, and format), as the Commission
shall require by rule or regulation.

(3)Commission rules relating to disclosure

The Commission shall adopt rules setting forth additional standards for the disclosure by brokers and dealers to customers
of information concerning transactions in penny stocks. Such rules--
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(A) shall require brokers and dealers to disclose to each customer, prior to effecting any transaction in, and at the time
of confirming any transaction with respect to any penny stock, in accordance with such procedures and methods as the
Commission may require consistent with the public interest and the protection of investors--

(i) the bid and ask prices for penny stock, or such other information as the Commission may, by rule, require to provide
customers with more useful and reliable information relating to the price of such stock;

(ii) the number of shares to which such bid and ask prices apply, or other comparable information relating to the depth
and liquidity of the market for such stock; and

(iii) the amount and a description of any compensation that the broker or dealer and the associated person thereof will
receive or has received in connection with such transaction;

(B) shall require brokers and dealers to provide, to each customer whose account with the broker or dealer contains penny
stocks, a monthly statement indicating the market value of the penny stocks in that account or indicating that the market
value of such stock cannot be determined because of the unavailability of firm quotes; and

(C) may, as the Commission finds necessary or appropriate in the public interest or for the protection of investors, require
brokers and dealers to disclose to customers additional information concerning transactions in penny stocks.

(4)Exemptions

The Commission, as it determines consistent with the public interest and the protection of investors, may by rule, regulation,
or order exempt in whole or in part, conditionally or unconditionally, any person or class of persons, or any transaction
or class of transactions, from the requirements of this subsection. Such exemptions shall include an exemption for brokers
and dealers based on the minimal percentage of the broker's or dealer's commissions, commission-equivalents, and markups
received from transactions in penny stocks.

(5)Regulations

It shall be unlawful for any person to violate such rules and regulations as the Commission shall prescribe in the public
interest or for the protection of investors or to maintain fair and orderly markets--

(A) as necessary or appropriate to carry out this subsection; or

(B) as reasonably designed to prevent fraudulent, deceptive, or manipulative acts and practices with respect to penny stocks.

(i)Limitations on State law

(1)Capital, margin, books and records, bonding, and reports
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No law, rule, regulation, or order, or other administrative action of any State or political subdivision thereof shall establish
capital, custody, margin, financial responsibility, making and keeping records, bonding, or financial or operational reporting
requirements for brokers, dealers, municipal securities dealers, government securities brokers, or government securities
dealers that differ from, or are in addition to, the requirements in those areas established under this chapter. The Commission
shall consult periodically the securities commissions (or any agency or office performing like functions) of the States
concerning the adequacy of such requirements as established under this chapter.

(2) Funding portals

(A) Limitation on State laws

Except as provided in subparagraph (B), no State or political subdivision thereof may enforce any law, rule, regulation, or
other administrative action against a registered funding portal with respect to its business as such.

(B) Examination and enforcement authority

Subparagraph (A) does not apply with respect to the examination and enforcement of any law, rule, regulation, or
administrative action of a State or political subdivision thereof in which the principal place of business of a registered
funding portal is located, provided that such law, rule, regulation, or administrative action is not in addition to or different
from the requirements for registered funding portals established by the Commission.

(C) Definition

For purposes of this paragraph, the term “State” includes the District of Columbia and the territories of the United States.

(3) De minimis transactions by associated persons

No law, rule, regulation, or order, or other administrative action of any State or political subdivision thereof may prohibit an
associated person of a broker or dealer from effecting a transaction described in paragraph (3) for a customer in such State if--

(A) such associated person is not ineligible to register with such State for any reason other than such a transaction;

(B) such associated person is registered with a registered securities association and at least one State; and

(C) the broker or dealer with which such person is associated is registered with such State.

(4) Described transactions

(A)In general

A transaction is described in this paragraph if--
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(i) such transaction is effected--

(I) on behalf of a customer that, for 30 days prior to the day of the transaction, maintained an account with the broker
or dealer; and

(II) by an associated person of the broker or dealer--

(aa) to which the customer was assigned for 14 days prior to the day of the transaction; and

(bb) who is registered with a State in which the customer was a resident or was present for at least 30 consecutive
days during the 1-year period prior to the day of the transaction; or

(ii) the transaction is effected--

(I) on behalf of a customer that, for 30 days prior to the day of the transaction, maintained an account with the broker
or dealer; and

(II) during the period beginning on the date on which such associated person files an application for registration with
the State in which the transaction is effected and ending on the earlier of--

(aa) 60 days after the date on which the application is filed; or

(bb) the date on which such State notifies the associated person that it has denied the application for registration
or has stayed the pendency of the application for cause.

(B)Rules of construction

For purposes of subparagraph (A)(i)(II)--

(i) each of up to 3 associated persons of a broker or dealer who are designated to effect transactions during the absence
or unavailability of the principal associated person for a customer may be treated as an associated person to which such
customer is assigned; and

(ii) if the customer is present in another State for 30 or more consecutive days or has permanently changed his or her
residence to another State, a transaction is not described in this paragraph, unless the associated person of the broker or
dealer files an application for registration with such State not later than 10 business days after the later of the date of the
transaction, or the date of the discovery of the presence of the customer in the other State for 30 or more consecutive
days or the change in the customer's residence.
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(j) 4 Rulemaking to extend requirements to new hybrid products

(1)Consultation

Prior to commencing a rulemaking under this subsection, the Commission shall consult with and seek the concurrence of
the Board concerning the imposition of broker or dealer registration requirements with respect to any new hybrid product. In
developing and promulgating rules under this subsection, the Commission shall consider the views of the Board, including
views with respect to the nature of the new hybrid product; the history, purpose, extent, and appropriateness of the regulation
of the new product under the Federal banking laws; and the impact of the proposed rule on the banking industry.

(2)Limitation

The Commission shall not--

(A) require a bank to register as a broker or dealer under this section because the bank engages in any transaction in, or
buys or sells, a new hybrid product; or

(B) bring an action against a bank for a failure to comply with a requirement described in subparagraph (A),

unless the Commission has imposed such requirement by rule or regulation issued in accordance with this section.

(3)Criteria for rulemaking

The Commission shall not impose a requirement under paragraph (2) of this subsection with respect to any new hybrid
product unless the Commission determines that--

(A) the new hybrid product is a security; and

(B) imposing such requirement is necessary and appropriate in the public interest and for the protection of investors.

(4)Considerations

In making a determination under paragraph (3), the Commission shall consider--

(A) the nature of the new hybrid product; and

(B) the history, purpose, extent, and appropriateness of the regulation of the new hybrid product under the Federal securities
laws and under the Federal banking laws.

(5)Objection to Commission regulation
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(A)Filing of petition for review

The Board may obtain review of any final regulation described in paragraph (2) in the United States Court of Appeals
for the District of Columbia Circuit by filing in such court, not later than 60 days after the date of publication of the final
regulation, a written petition requesting that the regulation be set aside. Any proceeding to challenge any such rule shall
be expedited by the Court of Appeals.

(B)Transmittal of petition and record

A copy of a petition described in subparagraph (A) shall be transmitted as soon as possible by the Clerk of the Court to
an officer or employee of the Commission designated for that purpose. Upon receipt of the petition, the Commission shall
file with the court the regulation under review and any documents referred to therein, and any other relevant materials
prescribed by the court.

(C)Exclusive jurisdiction

On the date of the filing of the petition under subparagraph (A), the court has jurisdiction, which becomes exclusive on
the filing of the materials set forth in subparagraph (B), to affirm and enforce or to set aside the regulation at issue.

(D)Standard of review

The court shall determine to affirm and enforce or set aside a regulation of the Commission under this subsection, based
on the determination of the court as to whether--

(i) the subject product is a new hybrid product, as defined in this subsection;

(ii) the subject product is a security; and

(iii) imposing a requirement to register as a broker or dealer for banks engaging in transactions in such product is
appropriate in light of the history, purpose, and extent of regulation under the Federal securities laws and under the
Federal banking laws, giving deference neither to the views of the Commission nor the Board.

(E)Judicial stay

The filing of a petition by the Board pursuant to subparagraph (A) shall operate as a judicial stay, until the date on which
the determination of the court is final (including any appeal of such determination).

(F)Other authority to challenge

Any aggrieved party may seek judicial review of the Commission's rulemaking under this subsection pursuant to section
78y of this title.
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(6)Definitions

For purposes of this subsection:

(A)New hybrid product

The term “new hybrid product” means a product that--

(i) was not subjected to regulation by the Commission as a security prior to the date of the enactment of the Gramm-
Leach-Bliley Act;

(ii) is not an identified banking product as such term is defined in section 206 of such Act; and

(iii) is not an equity swap within the meaning of section 206(a)(6) of such Act.

(B)Board

The term “Board” means the Board of Governors of the Federal Reserve System.

(j) 4 Limitation on Commission authority

The authority of the Commission under this section with respect to security-based swap agreements shall be subject to the
restrictions and limitations of section 78c-1(b) of this title.

(k) 5 Registration or succession to a United States broker or dealer

In determining whether to permit a foreign person or an affiliate of a foreign person to register as a United States broker or
dealer, or succeed to the registration of a United States broker or dealer, the Commission may consider whether, for a foreign
person, or an affiliate of a foreign person that presents a risk to the stability of the United States financial system, the home
country of the foreign person has adopted, or made demonstrable progress toward adopting, an appropriate system of financial
regulation to mitigate such risk.

(l) 6 Termination of a United States broker or dealer

For a foreign person or an affiliate of a foreign person that presents such a risk to the stability of the United States financial
system, the Commission may determine to terminate the registration of such foreign person or an affiliate of such foreign person
as a broker or dealer in the United States, if the Commission determines that the home country of the foreign person has not
adopted, or made demonstrable progress toward adopting, an appropriate system of financial regulation to mitigate such risk.

(k) 7 Standard of conduct
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(1)In general

Notwithstanding any other provision of this chapter or the Investment Advisers Act of 1940, the Commission may promulgate
rules to provide that, with respect to a broker or dealer, when providing personalized investment advice about securities to a
retail customer (and such other customers as the Commission may by rule provide), the standard of conduct for such broker
or dealer with respect to such customer shall be the same as the standard of conduct applicable to an investment adviser under
section 211 of the Investment Advisers Act of 1940. The receipt of compensation based on commission or other standard
compensation for the sale of securities shall not, in and of itself, be considered a violation of such standard applied to a broker
or dealer. Nothing in this section shall require a broker or dealer or registered representative to have a continuing duty of care
or loyalty to the customer after providing personalized investment advice about securities.

(2)Disclosure of range of products offered

Where a broker or dealer sells only proprietary or other limited range of products, as determined by the Commission, the
Commission may by rule require that such broker or dealer provide notice to each retail customer and obtain the consent or
acknowledgment of the customer. The sale of only proprietary or other limited range of products by a broker or dealer shall
not, in and of itself, be considered a violation of the standard set forth in paragraph (1).

(l) 8 Other matters

The Commission shall--

(1)(1) facilitate the provision of simple and clear disclosures to investors regarding the terms of their relationships with
brokers, dealers, and investment advisers, including any material conflicts of interest; and

(2) examine and, where appropriate, promulgate rules prohibiting or restricting certain sales practices, conflicts of interest,
and compensation schemes for brokers, dealers, and investment advisers that the Commission deems contrary to the public
interest and the protection of investors.

(m)Harmonization of enforcement

The enforcement authority of the Commission with respect to violations of the standard of conduct applicable to a broker or
dealer providing personalized investment advice about securities to a retail customer shall include--

(1) the enforcement authority of the Commission with respect to such violations provided under this chapter; and

(2) the enforcement authority of the Commission with respect to violations of the standard of conduct applicable to an
investment adviser under the Investment Advisers Act of 1940, including the authority to impose sanctions for such violations,
and

the Commission shall seek to prosecute and sanction violators of the standard of conduct applicable to a broker or dealer

providing personalized investment advice about securities to a retail customer under this chapter to 9  same extent as the
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Commission prosecutes and sanctions violators of the standard of conduct applicable to an investment advisor under the
Investment Advisers Act of 1940.

(n)Disclosures to retail investors

(1)In general

Notwithstanding any other provision of the securities laws, the Commission may issue rules designating documents or
information that shall be provided by a broker or dealer to a retail investor before the purchase of an investment product or
service by the retail investor.

(2)Considerations

In developing any rules under paragraph (1), the Commission shall consider whether the rules will promote investor
protection, efficiency, competition, and capital formation.

(3)Form and contents of documents and information

Any documents or information designated under a rule promulgated under paragraph (1) shall--

(A) be in a summary format; and

(B) contain clear and concise information about--

(i) investment objectives, strategies, costs, and risks; and

(ii) any compensation or other financial incentive received by a broker, dealer, or other intermediary in connection with
the purchase of retail investment products.

(o)Authority to restrict mandatory pre-dispute arbitration

The Commission, by rule, may prohibit, or impose conditions or limitations on the use of, agreements that require customers
or clients of any broker, dealer, or municipal securities dealer to arbitrate any future dispute between them arising under the
Federal securities laws, the rules and regulations thereunder, or the rules of a self-regulatory organization if it finds that such
prohibition, imposition of conditions, or limitations are in the public interest and for the protection of investors.
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Notes of Decisions (336)

Footnotes

1 So in original. Duplicate comma probably should follow “municipal securities dealer”.

2 So in original. The word “or” probably should not appear.

3 So in original. The second “persons” probably should not appear.

4 So in original. Two subsecs. (j) have been enacted.

5 Another subsec. (k) is set out after the first subsec. (l).

6 Another subsec. (l) is set out after the second subsec. (k).

7 Another subsec. (k) is set out after the second subsec. (j).

8 Another subsec. (l) is set out after the first subsec. (k).

9 So in original. Probably should be followed by “the”.
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§ 77d. Exempted transactions

Effective: December 4, 2015
Currentness

(a) In general

The provisions of section 77e of this title shall not apply to--

(1) transactions by any person other than an issuer, underwriter, or dealer.

(2) transactions by an issuer not involving any public offering.

(3) transactions by a dealer (including an underwriter no longer acting as an underwriter in respect of the security involved
in such transaction), except--

(A) transactions taking place prior to the expiration of forty days after the first date upon which the security was bona fide
offered to the public by the issuer or by or through an underwriter,

(B) transactions in a security as to which a registration statement has been filed taking place prior to the expiration of forty
days after the effective date of such registration statement or prior to the expiration of forty days after the first date upon
which the security was bona fide offered to the public by the issuer or by or through an underwriter after such effective
date, whichever is later (excluding in the computation of such forty days any time during which a stop order issued under
section 77h of this title is in effect as to the security), or such shorter period as the Commission may specify by rules and
regulations or order, and

(C) transactions as to securities constituting the whole or a part of an unsold allotment to or subscription by such dealer as
a participant in the distribution of such securities by the issuer or by or through an underwriter.

With respect to transactions referred to in clause (B), if securities of the issuer have not previously been sold pursuant to
an earlier effective registration statement the applicable period, instead of forty days, shall be ninety days, or such shorter
period as the Commission may specify by rules and regulations or order.
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(4) brokers' transactions executed upon customers' orders on any exchange or in the over-the-counter market but not the
solicitation of such orders.

(5) transactions involving offers or sales by an issuer solely to one or more accredited investors, if the aggregate offering
price of an issue of securities offered in reliance on this paragraph does not exceed the amount allowed under section 77c(b)
(1) of this title, if there is no advertising or public solicitation in connection with the transaction by the issuer or anyone acting
on the issuer's behalf, and if the issuer files such notice with the Commission as the Commission shall prescribe.

(6) transactions involving the offer or sale of securities by an issuer (including all entities controlled by or under common
control with the issuer), provided that--

(A) the aggregate amount sold to all investors by the issuer, including any amount sold in reliance on the exemption
provided under this paragraph during the 12-month period preceding the date of such transaction, is not more than
$1,000,000;

(B) the aggregate amount sold to any investor by an issuer, including any amount sold in reliance on the exemption provided
under this paragraph during the 12-month period preceding the date of such transaction, does not exceed--

(i) the greater of $2,000 or 5 percent of the annual income or net worth of such investor, as applicable, if either the
annual income or the net worth of the investor is less than $100,000; and

(ii) 10 percent of the annual income or net worth of such investor, as applicable, not to exceed a maximum aggregate
amount sold of $100,000, if either the annual income or net worth of the investor is equal to or more than $100,000;

(C) the transaction is conducted through a broker or funding portal that complies with the requirements of section 77d-1(a)
of this title; and

(D) the issuer complies with the requirements of section 77d-1(b) of this title.

(7) transactions meeting the requirements of subsection (d).

(b) Offers and sales exempt under 17 CFR 230.506

Offers and sales exempt under section 230.506 of title 17, Code of Federal Regulations (as revised pursuant to section 201 of
the Jumpstart Our Business Startups Act) shall not be deemed public offerings under the Federal securities laws as a result of
general advertising or general solicitation.

(c) Securities offered and sold in compliance with Rule 506 of Regulation D
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(1) With respect to securities offered and sold in compliance with Rule 506 of Regulation D under this subchapter, no person
who meets the conditions set forth in paragraph (2) shall be subject to registration as a broker or dealer pursuant to section

78o(a)(1) of this title, 1  solely because--

(A) that person maintains a platform or mechanism that permits the offer, sale, purchase, or negotiation of or with respect to
securities, or permits general solicitations, general advertisements, or similar or related activities by issuers of such securities,
whether online, in person, or through any other means;

(B) that person or any person associated with that person co-invests in such securities; or

(C) that person or any person associated with that person provides ancillary services with respect to such securities.

(2) The exemption provided in paragraph (1) shall apply to any person described in such paragraph if--

(A) such person and each person associated with that person receives no compensation in connection with the purchase or
sale of such security;

(B) such person and each person associated with that person does not have possession of customer funds or securities in
connection with the purchase or sale of such security; and

(C) such person is not subject to a statutory disqualification as defined in section 78c(a)(39) of this title 1  and does not have
any person associated with that person subject to such a statutory disqualification.

(3) For the purposes of this subsection, the term “ancillary services” means--

(A) the provision of due diligence services, in connection with the offer, sale, purchase, or negotiation of such security, so long
as such services do not include, for separate compensation, investment advice or recommendations to issuers or investors; and

(B) the provision of standardized documents to the issuers and investors, so long as such person or entity does not negotiate
the terms of the issuance for and on behalf of third parties and issuers are not required to use the standardized documents
as a condition of using the service.

(d) Certain accredited investor transactions

The transactions referred to in subsection (a)(7) are transactions meeting the following requirements:

(1) Accredited investor requirement
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Each purchaser is an accredited investor, as that term is defined in section 230.501(a) of title 17, Code of Federal Regulations
(or any successor regulation).

(2) Prohibition on general solicitation or advertising

Neither the seller, nor any person acting on the seller's behalf, offers or sells securities by any form of general solicitation
or general advertising.

(3) Information requirement

In the case of a transaction involving the securities of an issuer that is neither subject to section 78m or 78o(d) of this title, nor
exempt from reporting pursuant to section 240.12g3-2(b) of title 17, Code of Federal Regulations, nor a foreign government
(as defined in section 230.405 of title 17, Code of Federal Regulations) eligible to register securities under Schedule B, the
seller and a prospective purchaser designated by the seller obtain from the issuer, upon request of the seller, and the seller in
all cases makes available to a prospective purchaser, the following information (which shall be reasonably current in relation
to the date of resale under this section):

(A) The exact name of the issuer and the issuer's predecessor (if any).

(B) The address of the issuer's principal executive offices.

(C) The exact title and class of the security.

(D) The par or stated value of the security.

(E) The number of shares or total amount of the securities outstanding as of the end of the issuer's most recent fiscal year.

(F) The name and address of the transfer agent, corporate secretary, or other person responsible for transferring shares
and stock certificates.

(G) A statement of the nature of the business of the issuer and the products and services it offers, which shall be presumed
reasonably current if the statement is as of 12 months before the transaction date.

(H) The names of the officers and directors of the issuer.

(I) The names of any persons registered as a broker, dealer, or agent that shall be paid or given, directly or indirectly, any
commission or remuneration for such person's participation in the offer or sale of the securities.

(J) The issuer's most recent balance sheet and profit and loss statement and similar financial statements, which shall--
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(i) be for such part of the 2 preceding fiscal years as the issuer has been in operation;

(ii) be prepared in accordance with generally accepted accounting principles or, in the case of a foreign private issuer, be
prepared in accordance with generally accepted accounting principles or the International Financial Reporting Standards
issued by the International Accounting Standards Board;

(iii) be presumed reasonably current if--

(I) with respect to the balance sheet, the balance sheet is as of a date less than 16 months before the transaction date; and

(II) with respect to the profit and loss statement, such statement is for the 12 months preceding the date of the issuer's
balance sheet; and

(iv) if the balance sheet is not as of a date less than 6 months before the transaction date, be accompanied by additional
statements of profit and loss for the period from the date of such balance sheet to a date less than 6 months before the
transaction date.

(K) To the extent that the seller is a control person with respect to the issuer, a brief statement regarding the nature of
the affiliation, and a statement certified by such seller that they have no reasonable grounds to believe that the issuer is
in violation of the securities laws or regulations.

(4) Issuers disqualified

The transaction is not for the sale of a security where the seller is an issuer or a subsidiary, either directly or indirectly, of
the issuer.

(5) Bad actor prohibition

Neither the seller, nor any person that has been or will be paid (directly or indirectly) remuneration or a commission for
their participation in the offer or sale of the securities, including solicitation of purchasers for the seller is subject to an event
that would disqualify an issuer or other covered person under Rule 506(d)(1) of Regulation D (17 CFR 230.506(d)(1)) or is
subject to a statutory disqualification described under section 78c(a)(39) of this title.

(6) Business requirement

The issuer is engaged in business, is not in the organizational stage or in bankruptcy or receivership, and is not a blank check,
blind pool, or shell company that has no specific business plan or purpose or has indicated that the issuer's primary business
plan is to engage in a merger or combination of the business with, or an acquisition of, an unidentified person.

(7) Underwriter prohibition
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The transaction is not with respect to a security that constitutes the whole or part of an unsold allotment to, or a subscription
or participation by, a broker or dealer as an underwriter of the security or a redistribution.

(8) Outstanding class requirement

The transaction is with respect to a security of a class that has been authorized and outstanding for at least 90 days prior to
the date of the transaction.

(e) Additional requirements

(1) In general

With respect to an exempted transaction described under subsection (a)(7):

(A) Securities acquired in such transaction shall be deemed to have been acquired in a transaction not involving any public
offering.

(B) Such transaction shall be deemed not to be a distribution for purposes of section 77b(a)(11) of this title.

(C) Securities involved in such transaction shall be deemed to be restricted securities within the meaning of Rule 144 (17
CFR 230.144).

(2) Rule of construction

The exemption provided by subsection (a)(7) shall not be the exclusive means for establishing an exemption from the
registration requirements of section 77e of this title.

CREDIT(S)

(May 27, 1933, c. 38, Title I, § 4, 48 Stat. 77; June 6, 1934, c. 404, Title II, § 203, 48 Stat. 906; Aug. 10, 1954, c. 667, Title
I, § 6, 68 Stat. 684; Pub.L. 88-467, § 12, Aug. 20, 1964, 78 Stat. 580; Pub.L. 94-29, § 30, June 4, 1975, 89 Stat. 169; Pub.L.
96-477, Title VI, § 602, Oct. 21, 1980, 94 Stat. 2294; Pub.L. 111-203, Title IX, § 944(a), July 21, 2010, 124 Stat. 1897; Pub.L.
112-106, Title II, § 201(b), (c), Title III, § 302(a), Title IV, § 401(c), Apr. 5, 2012, 126 Stat. 314, 315, 325; Pub.L. 114-94, Div.
G, Title LXXVI, § 76001(a), Dec. 4, 2015, 129 Stat. 1787.)

Notes of Decisions (268)

Footnotes
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1 See References in Text note set out under this section.

15 U.S.C.A. § 77d, 15 USCA § 77d
Current through P.L. 118-30. Some statute sections may be more current, see credits for details.
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Code of Federal Regulations
Title 17. Commodity and Securities Exchanges

Chapter II. Securities and Exchange Commission
Part 230. General Rules and Regulations, Securities Act of 1933 (Refs & Annos)

Regulation D. Rules Governing the Limited Offer and Sale of Securities Without Registration Under the
Securities Act of 1933 (Refs & Annos)

17 C.F.R. § 230.504

§ 230.504 Exemption for limited offerings and sales of securities not exceeding $10,000,000.

Effective: March 15, 2021
Currentness

(a) Exemption. Offers and sales of securities that satisfy the conditions in paragraph (b) of this § 230.504 by an issuer that is not:

(1) Subject to the reporting requirements of section 13 or 15(d) of the Exchange Act;

(2) An investment company; or

(3) A development stage company that either has no specific business plan or purpose or has indicated that its business
plan is to engage in a merger or acquisition with an unidentified company or companies, or other entity or person, shall be
exempt from the provision of section 5 of the Act under section 3(b) of the Act.

(b) Conditions to be met—

(1) General conditions. To qualify for exemption under this § 230.504, offers and sales must satisfy the terms and conditions
of §§ 230.501 and 230.502(a), (c) and (d), except that the provisions of § 230.502(c) and (d) will not apply to offers and
sales of securities under this § 230.504 that are made:

(i) Exclusively in one or more states that provide for the registration of the securities, and require the public filing and
delivery to investors of a substantive disclosure document before sale, and are made in accordance with those state
provisions;

(ii) In one or more states that have no provision for the registration of the securities or the public filing or delivery of a
disclosure document before sale, if the securities have been registered in at least one state that provides for such registration,
public filing and delivery before sale, offers and sales are made in that state in accordance with such provisions, and the
disclosure document is delivered before sale to all purchasers (including those in the states that have no such procedure); or

(iii) Exclusively according to state law exemptions from registration that permit general solicitation and general advertising
so long as sales are made only to “accredited investors” as defined in § 230.501(a).
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(2) Offering limit. The aggregate offering price for an offering of securities under this § 230.504, as defined in § 230.501(c),
shall not exceed $10,000,000, less the aggregate offering price for all securities sold within the 12 months before the start
of and during the offering of securities under this § 230.504 or in violation of section 5(a) of the Securities Act.

Instruction to paragraph (b)(2): If a transaction under § 230.504 fails to meet the limitation on the aggregate offering price,
it does not affect the availability of this § 230.504 for the other transactions considered in applying such limitation. For
example, if an issuer sold $10,000,000 of its securities on June 1, 2021, under this § 230.504 and an additional $500,000
of its securities on December 1, 2021, this § 230.504 would not be available for the later sale, but would still be applicable
to the June 1, 2021, sale.

(3) Disqualifications. No exemption under this section shall be available for the securities of any issuer if such issuer would
be subject to disqualification under § 230.506(d) on or after January 20, 2017; provided that disclosure of prior “bad actor”
events shall be required in accordance with § 230.506(e).

Instruction to paragraph (b)(3): For purposes of disclosure of prior “bad actor” events pursuant to § 230.506(e), an issuer
shall furnish to each purchaser, a reasonable time prior to sale, a description in writing of any matters that would have
triggered disqualification under this paragraph (b)(3) but occurred before January 20, 2017.

Credits
[57 FR 36473, Aug. 13, 1992; 61 FR 30402, June 14, 1996; 64 FR 11094, March 8, 1999; 81 FR 83553, Nov. 21, 2016; 82
FR 12067, Feb. 28, 2017; 86 FR 3598, Jan. 14, 2021]

SOURCE: Sections 230.501 through 230.506 appear at 47 FR 11262, March 16, 1982; 62 FR 24573, May 6, 1997; 63 FR 6384,
Feb. 6, 1998; 63 FR 13943, 13984, March 23, 1998; 64 FR 61449, Nov. 10, 1999; 65 FR 47284, Aug. 2, 2000; 66 FR 8896,
9017, Feb. 5, 2001; 67 FR 230, Jan. 2, 2002; 67 FR 13536, March 22, 2002; 67 FR 19673, April 23, 2002; 68 FR 57777, Oct.
6, 2003; 72 FR 20414, April 24, 2007; 72 FR 71566, Dec. 17, 2007; 76 FR 4243, Jan. 25, 2011; 76 FR 46617, Aug. 3, 2011; 76
FR 71876, Nov. 21, 2011; 76 FR 81805, Dec. 29, 2011; 76 FR 81806, Dec. 29, 2011; 78 FR 44769, July 24, 2013; 78 FR 44804,
July 24, 2013; 80 FR 21894, April 20, 2015; 82 FR 17553, April 12, 2017; 84 FR 50739, Sept. 26, 2019, unless otherwise noted.

AUTHORITY: 15 U.S.C. 77b, 77b note, 77c, 77d, 77f, 77g, 77h, 77j, 77r, 77s, 77z–3, 77sss, 78c, 78d, 78j, 78l, 78m, 78n, 78o,
78o–7 note, 78t, 78w, 78ll(d), 78mm, 80a–8, 80a–24, 80a–28, 80a–29, 80a–30, and 80a–37, and Pub.L. 112–106, sec. 201(a),
sec. 401, 126 Stat. 313 (2012), unless otherwise noted.; Section 230.151 is also issued under 15 U.S.C. 77s(a).; Section 230.160
is also issued under Section 104(d) of the Electronic Signatures Act.; Section 230.193 is also issued under sec. 943, Pub. L.
111-203, 124 Stat. 1376.; Sections 230.400 to 230.499 issued under secs. 6, 8, 10, 19, 48 Stat. 78, 79, 81, and 85, as amended
(15 U.S.C. 77f, 77h, 77j, 77s).; Sec. 230.457 also issued under secs. 6 and 7, 15 U.S.C. 77f and 77g.; Section 230.502 is also
issued under 15 U.S.C. 80a-8, 80a-29, 80a-30.

Notes of Decisions (10)

Current through Jan. 12, 2024, 89 FR 2177.
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Code of Federal Regulations
Title 17. Commodity and Securities Exchanges

Chapter II. Securities and Exchange Commission
Part 230. General Rules and Regulations, Securities Act of 1933 (Refs & Annos)

Regulation D. Rules Governing the Limited Offer and Sale of Securities Without Registration Under the
Securities Act of 1933 (Refs & Annos)

17 C.F.R. § 230.505

§ 230.505 [Reserved by 81 FR 83553]

Effective: May 22, 2017
Currentness

Credits
[81 FR 83553, Nov. 21, 2016]

SOURCE: Sections 230.501 through 230.506 appear at 47 FR 11262, March 16, 1982; 62 FR 24573, May 6, 1997; 63 FR 6384,
Feb. 6, 1998; 63 FR 13943, 13984, March 23, 1998; 64 FR 61449, Nov. 10, 1999; 65 FR 47284, Aug. 2, 2000; 66 FR 8896,
9017, Feb. 5, 2001; 67 FR 230, Jan. 2, 2002; 67 FR 13536, March 22, 2002; 67 FR 19673, April 23, 2002; 68 FR 57777, Oct.
6, 2003; 72 FR 20414, April 24, 2007; 72 FR 71566, Dec. 17, 2007; 76 FR 4243, Jan. 25, 2011; 76 FR 46617, Aug. 3, 2011; 76
FR 71876, Nov. 21, 2011; 76 FR 81805, Dec. 29, 2011; 76 FR 81806, Dec. 29, 2011; 78 FR 44769, July 24, 2013; 78 FR 44804,
July 24, 2013; 80 FR 21894, April 20, 2015; 82 FR 17553, April 12, 2017; 84 FR 50739, Sept. 26, 2019, unless otherwise noted.

AUTHORITY: 15 U.S.C. 77b, 77b note, 77c, 77d, 77f, 77g, 77h, 77j, 77r, 77s, 77z–3, 77sss, 78c, 78d, 78j, 78l, 78m, 78n, 78o,
78o–7 note, 78t, 78w, 78ll(d), 78mm, 80a–8, 80a–24, 80a–28, 80a–29, 80a–30, and 80a–37, and Pub.L. 112–106, sec. 201(a),
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Code of Federal Regulations
Title 17. Commodity and Securities Exchanges

Chapter II. Securities and Exchange Commission
Part 230. General Rules and Regulations, Securities Act of 1933 (Refs & Annos)

Regulation D. Rules Governing the Limited Offer and Sale of Securities Without Registration Under the
Securities Act of 1933 (Refs & Annos)

17 C.F.R. § 230.506

§ 230.506 Exemption for limited offers and sales without regard to dollar amount of offering.

Effective: March 15, 2021
Currentness

(a) Exemption. Offers and sales of securities by an issuer that satisfy the conditions in paragraph (b) or (c) of this section shall
be deemed to be transactions not involving any public offering within the meaning of section 4(a)(2) of the Act.

(b) Conditions to be met in offerings subject to limitation on manner of offering

(1) General conditions. To qualify for an exemption under this section, offers and sales must satisfy all the terms and
conditions of §§ 230.501 and 230.502.

(2) Specific conditions

(i) Limitation on number of purchasers. There are no more than, or the issuer reasonably believes that there are no more
than, 35 purchasers of securities from the issuer in offerings under this section in any 90–calendar-day period.

Note 1 to paragraph (b)(2)(i): See § 230.501(e) for the calculation of the number of purchasers and § 230.502(a) for what may
or may not constitute an offering under paragraph (b) of this section.

(ii) Nature of purchasers. Each purchaser who is not an accredited investor either alone or with his purchaser
representative(s) has such knowledge and experience in financial and business matters that he is capable of evaluating the
merits and risks of the prospective investment, or the issuer reasonably believes immediately prior to making any sale that
such purchaser comes within this description.

(c) Conditions to be met in offerings not subject to limitation on manner of offering—

(1) General conditions. To qualify for exemption under this section, sales must satisfy all the terms and conditions of §§
230.501 and 230.502(a) and (d).

(2) Specific conditions—
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(i) Nature of purchasers. All purchasers of securities sold in any offering under paragraph (c) of this section are accredited
investors.

(ii) Verification of accredited investor status. The issuer shall take reasonable steps to verify that purchasers of securities
sold in any offering under paragraph (c) of this section are accredited investors. The issuer shall be deemed to take
reasonable steps to verify if the issuer uses, at its option, one of the following non-exclusive and non-mandatory methods
of verifying that a natural person who purchases securities in such offering is an accredited investor; provided, however,
that the issuer does not have knowledge that such person is not an accredited investor:

(A) In regard to whether the purchaser is an accredited investor on the basis of income, reviewing any Internal Revenue
Service form that reports the purchaser's income for the two most recent years (including, but not limited to, Form W–
2, Form 1099, Schedule K–1 to Form 1065, and Form 1040) and obtaining a written representation from the purchaser
that he or she has a reasonable expectation of reaching the income level necessary to qualify as an accredited investor
during the current year;

(B) In regard to whether the purchaser is an accredited investor on the basis of net worth, reviewing one or more of
the following types of documentation dated within the prior three months and obtaining a written representation from
the purchaser that all liabilities necessary to make a determination of net worth have been disclosed:

(1) With respect to assets: Bank statements, brokerage statements and other statements of securities holdings,
certificates of deposit, tax assessments, and appraisal reports issued by independent third parties; and

(2) With respect to liabilities: A consumer report from at least one of the nationwide consumer reporting agencies;

(C) Obtaining a written confirmation from one of the following persons or entities that such person or entity has taken
reasonable steps to verify that the purchaser is an accredited investor within the prior three months and has determined
that such purchaser is an accredited investor:

(1) A registered broker-dealer;

(2) An investment adviser registered with the Securities and Exchange Commission;

(3) A licensed attorney who is in good standing under the laws of the jurisdictions in which he or she is admitted
to practice law; or

(4) A certified public accountant who is duly registered and in good standing under the laws of the place of his
or her residence or principal office;
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(D) In regard to any person who purchased securities in an issuer's Rule 506(b) offering as an accredited investor prior
to September 23, 2013 and continues to hold such securities, for the same issuer's Rule 506(c) offering, obtaining a
certification by such person at the time of sale that he or she qualifies as an accredited investor; or

(E) In regard to any person that the issuer previously took reasonable steps to verify as an accredited investor in
accordance with this paragraph (c)(2)(ii), so long as the issuer is not aware of information to the contrary, obtaining a
written representation from such person at the time of sale that he or she qualifies as an accredited investor. A written
representation under this method of verification will satisfy the issuer's obligation to verify the person's accredited
investor status for a period of five years from the date the person was previously verified as an accredited investor.

Instructions to paragraph (c)(2)(ii):

1. The issuer is not required to use any of these methods in verifying the accredited investor status of natural persons
who are purchasers. These methods are examples of the types of non-exclusive and non-mandatory methods that
satisfy the verification requirement in § 230.506(c)(2)(ii).

2. In the case of a person who qualifies as an accredited investor based on joint income with that person's spouse,
the issuer would be deemed to satisfy the verification requirement in § 230.506(c)(2)(ii)(A) by reviewing copies of
Internal Revenue Service forms that report income for the two most recent years in regard to, and obtaining written
representations from, both the person and the spouse.

3. In the case of a person who qualifies as an accredited investor based on joint net worth with that person's spouse,
the issuer would be deemed to satisfy the verification requirement in § 230.506(c)(2)(ii)(B) by reviewing such
documentation in regard to, and obtaining written representations from, both the person and the spouse.

(d) “Bad Actor” disqualification.

(1) No exemption under this section shall be available for a sale of securities if the issuer; any predecessor of the issuer;
any affiliated issuer; any director, executive officer, other officer participating in the offering, general partner or managing
member of the issuer; any beneficial owner of 20% or more of the issuer's outstanding voting equity securities, calculated
on the basis of voting power; any promoter connected with the issuer in any capacity at the time of such sale; any investment
manager of an issuer that is a pooled investment fund; any person that has been or will be paid (directly or indirectly)
remuneration for solicitation of purchasers in connection with such sale of securities; any general partner or managing
member of any such investment manager or solicitor; or any director, executive officer or other officer participating in the
offering of any such investment manager or solicitor or general partner or managing member of such investment manager
or solicitor:

(i) Has been convicted, within ten years before such sale (or five years, in the case of issuers, their predecessors and
affiliated issuers), of any felony or misdemeanor:

(A) In connection with the purchase or sale of any security;

(B) Involving the making of any false filing with the Commission; or
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(C) Arising out of the conduct of the business of an underwriter, broker, dealer, municipal securities dealer, investment
adviser or paid solicitor of purchasers of securities;

(ii) Is subject to any order, judgment or decree of any court of competent jurisdiction, entered within five years before
such sale, that, at the time of such sale, restrains or enjoins such person from engaging or continuing to engage in any
conduct or practice:

(A) In connection with the purchase or sale of any security;

(B) Involving the making of any false filing with the Commission; or

(C) Arising out of the conduct of the business of an underwriter, broker, dealer, municipal securities dealer, investment
adviser or paid solicitor of purchasers of securities;

(iii) Is subject to a final order of a state securities commission (or an agency or officer of a state performing like functions);
a state authority that supervises or examines banks, savings associations, or credit unions; a state insurance commission
(or an agency or officer of a state performing like functions); an appropriate federal banking agency; the U.S. Commodity
Futures Trading Commission; or the National Credit Union Administration that:

(A) At the time of such sale, bars the person from:

(1) Association with an entity regulated by such commission, authority, agency, or officer;

(2) Engaging in the business of securities, insurance or banking; or

(3) Engaging in savings association or credit union activities; or

(B) Constitutes a final order based on a violation of any law or regulation that prohibits fraudulent, manipulative, or
deceptive conduct entered within ten years before such sale;

(iv) Is subject to an order of the Commission entered pursuant to section 15(b) or 15B(c) of the Securities Exchange Act
of 1934 (15 U.S.C. 78o(b) or 78o–4(c)) or section 203(e) or (f) of the Investment Advisers Act of 1940 (15 U.S.C. 80b–
3(e) or (f)) that, at the time of such sale:

(A) Suspends or revokes such person's registration as a broker, dealer, municipal securities dealer or investment
adviser;

(B) Places limitations on the activities, functions or operations of such person; or
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(C) Bars such person from being associated with any entity or from participating in the offering of any penny stock;

(v) Is subject to any order of the Commission entered within five years before such sale that, at the time of such sale, orders
the person to cease and desist from committing or causing a violation or future violation of:

(A) Any scienter-based anti-fraud provision of the federal securities laws, including without limitation section 17(a)
(1) of the Securities Act of 1933 (15 U.S.C. 77q(a)(1)), section 10(b) of the Securities Exchange Act of 1934 (15
U.S.C. 78j(b)) and 17 CFR 240.10b–5, section 15(c)(1) of the Securities Exchange Act of 1934 (15 U.S.C. 78o(c)
(1)) and section 206(1) of the Investment Advisers Act of 1940 (15 U.S.C. 80b–6(1)), or any other rule or regulation
thereunder; or

(B) Section 5 of the Securities Act of 1933 (15 U.S.C. 77e).

(vi) Is suspended or expelled from membership in, or suspended or barred from association with a member of, a registered
national securities exchange or a registered national or affiliated securities association for any act or omission to act
constituting conduct inconsistent with just and equitable principles of trade;

(vii) Has filed (as a registrant or issuer), or was or was named as an underwriter in, any registration statement or Regulation
A offering statement filed with the Commission that, within five years before such sale, was the subject of a refusal order,
stop order, or order suspending the Regulation A exemption, or is, at the time of such sale, the subject of an investigation
or proceeding to determine whether a stop order or suspension order should be issued; or

(viii) Is subject to a United States Postal Service false representation order entered within five years before such sale, or is,
at the time of such sale, subject to a temporary restraining order or preliminary injunction with respect to conduct alleged
by the United States Postal Service to constitute a scheme or device for obtaining money or property through the mail by
means of false representations.

(2) Paragraph (d)(1) of this section shall not apply:

(i) With respect to any conviction, order, judgment, decree, suspension, expulsion or bar that occurred or was issued before
September 23, 2013;

(ii) Upon a showing of good cause and without prejudice to any other action by the Commission, if the Commission
determines that it is not necessary under the circumstances that an exemption be denied;

(iii) If, before the relevant sale, the court or regulatory authority that entered the relevant order, judgment or decree advises
in writing (whether contained in the relevant judgment, order or decree or separately to the Commission or its staff) that
disqualification under paragraph (d)(1) of this section should not arise as a consequence of such order, judgment or decree;
or
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(iv) If the issuer establishes that it did not know and, in the exercise of reasonable care, could not have known that a
disqualification existed under paragraph (d)(1) of this section.

Instruction to paragraph (d)(2)(iv). An issuer will not be able to establish that it has exercised reasonable care unless it
has made, in light of the circumstances, factual inquiry into whether any disqualifications exist. The nature and scope of
the factual inquiry will vary based on the facts and circumstances concerning, among other things, the issuer and the other
offering participants.

(3) For purposes of paragraph (d)(1) of this section, events relating to any affiliated issuer that occurred before the affiliation
arose will be not considered disqualifying if the affiliated entity is not:

(i) In control of the issuer; or

(ii) Under common control with the issuer by a third party that was in control of the affiliated entity at the time of such
events.

(e) Disclosure of prior “bad actor” events. The issuer shall furnish to each purchaser, a reasonable time prior to sale, a description
in writing of any matters that would have triggered disqualification under paragraph (d)(1) of this section but occurred before
September 23, 2013. The failure to furnish such information timely shall not prevent an issuer from relying on this section if
the issuer establishes that it did not know and, in the exercise of reasonable care, could not have known of the existence of
the undisclosed matter or matters.

Instruction to paragraph (e). An issuer will not be able to establish that it has exercised reasonable care unless it has made, in
light of the circumstances, factual inquiry into whether any disqualifications exist. The nature and scope of the factual inquiry
will vary based on the facts and circumstances concerning, among other things, the issuer and the other offering participants.

Credits
[54 FR 11372, March 20, 1989; 78 FR 44770, July 24, 2013; 78 FR 44804, July 24, 2013; 86 FR 3598, Jan. 14, 2021]

SOURCE: Sections 230.501 through 230.506 appear at 47 FR 11262, March 16, 1982; 62 FR 24573, May 6, 1997; 63 FR 6384,
Feb. 6, 1998; 63 FR 13943, 13984, March 23, 1998; 64 FR 61449, Nov. 10, 1999; 65 FR 47284, Aug. 2, 2000; 66 FR 8896,
9017, Feb. 5, 2001; 67 FR 230, Jan. 2, 2002; 67 FR 13536, March 22, 2002; 67 FR 19673, April 23, 2002; 68 FR 57777, Oct.
6, 2003; 72 FR 20414, April 24, 2007; 72 FR 71566, Dec. 17, 2007; 76 FR 4243, Jan. 25, 2011; 76 FR 46617, Aug. 3, 2011; 76
FR 71876, Nov. 21, 2011; 76 FR 81805, Dec. 29, 2011; 76 FR 81806, Dec. 29, 2011; 78 FR 44769, July 24, 2013; 78 FR 44804,
July 24, 2013; 80 FR 21894, April 20, 2015; 82 FR 17553, April 12, 2017; 84 FR 50739, Sept. 26, 2019, unless otherwise noted.

AUTHORITY: 15 U.S.C. 77b, 77b note, 77c, 77d, 77f, 77g, 77h, 77j, 77r, 77s, 77z–3, 77sss, 78c, 78d, 78j, 78l, 78m, 78n, 78o,
78o–7 note, 78t, 78w, 78ll(d), 78mm, 80a–8, 80a–24, 80a–28, 80a–29, 80a–30, and 80a–37, and Pub.L. 112–106, sec. 201(a),
sec. 401, 126 Stat. 313 (2012), unless otherwise noted.; Section 230.151 is also issued under 15 U.S.C. 77s(a).; Section 230.160
is also issued under Section 104(d) of the Electronic Signatures Act.; Section 230.193 is also issued under sec. 943, Pub. L.
111-203, 124 Stat. 1376.; Sections 230.400 to 230.499 issued under secs. 6, 8, 10, 19, 48 Stat. 78, 79, 81, and 85, as amended
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KeyCite Yellow Flag - Negative Treatment
 Proposed Legislation

United States Code Annotated
Title 15. Commerce and Trade

Chapter 2D. Investment Companies and Advisers
Subchapter II. Investment Advisers (Refs & Annos)

15 U.S.C.A. § 80b-2

§ 80b-2. Definitions

Currentness

(a) In general

When used in this subchapter, unless the context otherwise requires, the following definitions shall apply:

(1) “Assignment” includes any direct or indirect transfer or hypothecation of an investment advisory contract 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 a minority interest in the business.

(2) “Bank” means (A) a banking institution organized under the laws of the United States or a Federal savings association, as
defined in section 1462(5) of Title 12, (B) a member bank of the Federal Reserve System, (C) any other banking institution,
savings association, as defined in section 1462(4) of Title 12, or trust company, 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 permitted to national banks under the authority of the Comptroller of the
Currency, and which is supervised and examined by State or Federal authority having supervision over banks or savings
associations, and which is not operated for the purpose of evading the provisions of this subchapter, and (D) a receiver,
conservator, or other liquidating agent of any institution or firm included in clauses (A), (B), or (C) of this paragraph.

(3) The term “broker” has the same meaning as given in section 3 of the Securities Act of 1934.

(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, whether incorporated or not; or any receiver, trustee in a case under Title 11, or similar official, or any liquidating
agent for any of the foregoing, in his capacity as such.
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(6) “Convicted” includes a verdict, judgment, or plea of guilty, or a finding of guilt on a plea of nolo contendere, if such
verdict, judgment, plea, or finding has not been reversed, set aside, or withdrawn, whether or not sentence has been imposed.

(7) The term “dealer” has the same meaning as given in section 3 of the Securities Act of 1934, but does not include an
insurance company or investment company.

(8) “Director” means any director of a corporation or any person performing similar functions with respect to any organization,
whether incorporated or unincorporated.

(9) “Exchange” means any organization, association, or group of persons, whether incorporated or unincorporated, which
constitutes, maintains, or provides a market place or facilities for bringing together purchasers and sellers of securities or
for otherwise performing with respect to securities the functions commonly performed by a stock exchange as that term is
generally understood, and includes the market place and the market facilities maintained by such exchange.

(10) “Interstate commerce” means trade, commerce, transportation, or communication among the several States, or between
any foreign country and any State, or between any State and any place or ship outside thereof.

(11) “Investment adviser” means any person who, for compensation, engages in the business of advising others, either directly
or through publications or writings, as to the value of securities or as to the advisability of investing in, purchasing, or selling
securities, or who, for compensation and as part of a regular business, issues or promulgates analyses or reports concerning
securities; but does not include (A) a bank, or any bank holding company as defined in the Bank Holding Company Act of 1956
which is not an investment company, except that the term “investment adviser” includes any bank or bank holding company
to the extent that such bank or bank holding company serves or acts as an investment adviser to a registered investment
company, but if, in the case of a bank, such services or actions are performed through a separately identifiable department or
division, the department or division, and not the bank itself, shall be deemed to be the investment adviser; (B) any lawyer,
accountant, engineer, or teacher whose performance of such services is solely incidental to the practice of his profession; (C)
any broker or dealer whose performance of such services is solely incidental to the conduct of his business as a broker or
dealer and who receives no special compensation therefor; (D) the publisher of any bona fide newspaper, news magazine or
business or financial publication of general and regular circulation; (E) any person whose advice, analyses or reports relate
to no securities other than securities which are direct obligations of or obligations guaranteed as to principal or interest by the
United States, or securities issued or guaranteed by corporations in which the United States has a direct or indirect interest
which shall have been designated by the Secretary of the Treasury, pursuant to section 3(a)(12) of the Securities Exchange
Act of 1934, as exempted securities for the purposes of that Act; (F) any nationally recognized statistical rating organization,
as that term is defined in section 3(a)(62) of the Securities Exchange Act of 1934, unless such organization engages in
issuing recommendations as to purchasing, selling, or holding securities or in managing assets, consisting in whole or in part

of securities, on behalf of others;; 1  (G) any family office, as defined by rule, regulation, or order of the Commission, in
accordance with the purposes of this subchapter; or (H) such other persons not within the intent of this paragraph, as the
Commission may designate by rules and regulations or order.

(12) “Investment company”, affiliated person, and “insurance company” have the same meanings as in the Investment
Company Act of 1940. “Control” means the power to exercise a controlling influence over the management or policies of a
company, unless such power is solely the result of an official position with such company.
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(13) “Investment supervisory services” means the giving of continuous advice as to the investment of funds on the basis of
the individual needs of each client.

(14) “Means or instrumentality of interstate commerce” includes any facility of a national securities exchange.

(15) “National securities exchange” means an exchange registered under section 6 of the Securities Exchange Act of 1934.

(16) “Person” means a natural person or a company.

(17) The term “person associated with an investment adviser” means any partner, officer, or director of such investment
adviser (or any person performing similar functions), or any person directly or indirectly controlling or controlled by such
investment adviser, including any employee of such investment adviser, except that for the purposes of section 80b-3 of
this title (other than subsection (f) thereof), persons associated with an investment adviser whose functions are clerical or
ministerial shall not be included in the meaning of such term. The Commission may by rules and regulations classify, for the
purposes of any portion or portions of this subchapter, persons, including employees controlled by an investment adviser.

(18) “Security” means any note, stock, treasury stock, security future, bond, debenture, evidence of indebtedness, certificate of
interest or participation in any profit-sharing agreement, collateral-trust certificate, preorganization certificate or subscription,
transferable share, investment contract, voting-trust certificate, certificate of deposit for a security, fractional undivided
interest in oil, gas, or other mineral rights, any put, call, straddle, option, or privilege on any security (including a certificate
of deposit) or on any group or index of securities (including any interest therein or based on the value thereof), or any put,
call, straddle, option, or privilege entered into on a national securities exchange relating to foreign currency, or, in general,
any interest or instrument commonly known as a “security”, or any certificate of interest or participation in, temporary or
interim certificate for, receipt for, guaranty of, or warrant or right to subscribe to or purchase any of the foregoing.

(19) “State” means any State of the United States, the District of Columbia, Puerto Rico, the Virgin Islands, or any other
possession of the United States.

(20) “Underwriter” means any person who has purchased from an issuer with a view to, or sells for an issuer in connection
with, the distribution of any security, or participates or has a direct or indirect participation in any such undertaking, or
participates or has a participation in the direct or indirect underwriting of any such undertaking; but such term shall not
include a person whose interest is limited to a commission from an underwriter or dealer not in excess of the usual and
customary distributor's or seller's commission. As used in this paragraph the term “issuer” shall include in addition to an
issuer, any person directly or indirectly controlling or controlled by the issuer, or any person under direct or indirect common
control with the issuer.

(21) “Securities Act of 1933”, “Securities Exchange Act of 1934”, and “Trust Indenture Act of 1939”, mean those Acts,
respectively, as heretofore or hereafter amended.

(22) “Business development company” means any company which is a business development company as defined in section
80a-2(a)(48) of this title and which complies with section 80a-54 of this title, except that--
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(A) the 70 per centum of the value of the total assets condition referred to in sections 80a-2(a)(48) and 80a-54 of this title
shall be 60 per centum for purposes of determining compliance therewith;

(B) such company need not be a closed-end company and need not elect to be subject to the provisions of sections 80a-54
through 80a-64 of this title; and

(C) the securities which may be purchased pursuant to section 80a-54(a) of this title may be purchased from any person.

For purposes of this paragraph, all terms in sections 80a-2(a)(48) and 80a-54 of this title shall have the same meaning set forth
in subchapter I as if such company were a registered closed-end investment company, except that the value of the assets of a
business development company which is not subject to the provisions of sections 80a-54 through 80a-64 of this title shall be
determined as of the date of the most recent financial statements which it furnished to all holders of its securities, and shall be
determined no less frequently than annually.

(23) “Foreign securities authority” means any foreign government, or any governmental body or regulatory organization
empowered by a foreign government to administer or enforce its laws as they relate to securities matters.

(24) “Foreign financial regulatory authority” means any (A) foreign securities authority, (B) other governmental body or
foreign equivalent of a self-regulatory organization empowered by a foreign government to administer or enforce its laws
relating to the regulation of fiduciaries, trusts, commercial lending, insurance, trading in contracts of sale of a commodity
for future delivery, or other instruments traded on or subject to the rules of a contract market, board of trade or foreign
equivalent, or other financial activities, or (C) membership organization a function of which is to regulate the participation
of its members in activities listed above.

(25) “Supervised person” means any partner, officer, director (or other person occupying a similar status or performing similar
functions), or employee of an investment adviser, or other person who provides investment advice on behalf of the investment
adviser and is subject to the supervision and control of the investment adviser.

(26) The term “separately identifiable department or division” of a bank means a unit--

(A) that is under the direct supervision of an officer or officers designated by the board of directors of the bank as responsible
for the day-to-day conduct of the bank's investment adviser activities for one or more investment companies, including the
supervision of all bank employees engaged in the performance of such activities; and

(B) for which all of the records relating to its investment adviser activities are separately maintained in or extractable from
such unit's own facilities or the facilities of the bank, and such records are so maintained or otherwise accessible as to
permit independent examination and enforcement by the Commission of this subchapter or the Investment Company Act
of 1940 and rules and regulations promulgated under this subchapter or the Investment Company Act of 1940.

(27) The terms “security future” and “narrow-based security index” have the same meanings as provided in section 3(a)(55)
of the Securities Exchange Act of 1934.
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(28) The term “credit rating agency” has the same meaning as in section 3 of the Securities Exchange Act of 1934.

(29) 2 The term “private fund” means an issuer that would be an investment company, as defined in section 3 of the Investment
Company Act of 1940 (15 U.S.C. 80a-3), but for section 3(c)(1) or 3(c)(7) of that Act.

(30) The term “foreign private adviser” means any investment adviser who--

(A) has no place of business in the United States;

(B) has, in total, fewer than 15 clients and investors in the United States in private funds advised by the investment adviser;

(C) has aggregate assets under management attributable to clients in the United States and investors in the United States in
private funds advised by the investment adviser of less than $25,000,000, or such higher amount as the Commission may,
by rule, deem appropriate in accordance with the purposes of this subchapter; and

(D) neither--

(i) holds itself out generally to the public in the United States as an investment adviser; nor

(ii) acts as--

(I) an investment adviser to any investment company registered under the Investment Company Act of 1940; or

(II) a company that has elected to be a business development company pursuant to section 54 of the Investment
Company Act of 1940 (15 U.S.C. 80a-53), and has not withdrawn its election.

(29) 3  The terms “commodity pool”, “commodity pool operator”, “commodity trading advisor”, “major swap participant”,
“swap”, “swap dealer”, and “swap execution facility” have the same meanings as in section 1a of Title 7.

(b) Applicability to Federal or State government, agency, or instrumentality, or to officers, agents, or employees thereof

No provision in this subchapter shall apply to, or be deemed to include, the United States, a State, or any political subdivision
of a State, or any agency, authority, or instrumentality of any one or more of the foregoing, or any corporation which is wholly
owned directly or indirectly by any one or more of the foregoing, or any officer, agent, or employee of any of the foregoing
acting as such in the course of his official duty, unless such provision makes specific reference thereto.

(c) Consideration of promotion of efficiency, competition, and capital formation
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Whenever pursuant to this subchapter the Commission is engaged in rulemaking and is required to consider or determine whether
an action is necessary or appropriate in the public interest, the Commission shall also consider, in addition to the protection of
investors, whether the action will promote efficiency, competition, and capital formation.
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