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Securities and Exchange Commission § 270.12d3–1

§ 270.12d2–1 Definition of insurance
company for purposes of sections
12(d)(2) and 12(g) of the Act.

For purposes of sections 12(d)(2) and
12(g) of the Act [15 U.S.C. 80a–12(d)(2)
and 80a–12(g)], insurance company shall
include a foreign insurance company as
that term is used in rule 3a–6 under the
Act (17 CFR 270.3a–6).

[56 FR 56300, Nov. 4, 1991]

§ 270.12d3–1 Exemption of acquisitions
of securities issued by persons en-
gaged in securities related busi-
nesses.

(a) Notwithstanding section 12(d)(3)
of the Act, a registered investment
company, or any company or compa-
nies controlled by such registered in-
vestment company (‘‘acquiring com-
pany’’) may acquire any security
issued by any person that, in its most
recent fiscal year, derived 15 percent or
less of its gross revenues from securi-
ties related activities unless the ac-
quiring company would control such
person after the acquisition.

(b) Notwithstanding section 12(d)(3)
of the Act, an acquiring company may
acquire any security issued by a person
that, in its most recent fiscal year, de-
rived more than 15 percent of its gross
revenues from securities related activi-
ties, provided that:

(1) Immediately after the acquisition
of any equity security, the acquiring
company owns not more than five per-
cent of the outstanding securities of
that class of the issuer’s equity securi-
ties;

(2) Immediately after the acquisition
of any debt security, the acquiring
company owns not more than ten per-
cent of the outstanding principal
amount of the issuer’s debt securities;
and

(3) Immediately after any such acqui-
sition, the acquiring company has in-
vested not more than five percent of
the value of its total assets in the secu-
rities of the issuer.

(c) Notwithstanding paragraphs (a)
and (b) of this section, this section does
not exempt the acquisition of a general
partnership interest or a security
issued by the acquiring company’s in-
vestment adviser, promoter, or prin-
cipal underwriter, or any affiliated per-

son of such investment adviser, pro-
moter, or principal underwriter.

(d) For purposes of this section:
(1) Securities related activities are a

person’s activities as a broker, a deal-
er, an underwriter, an investment ad-
viser registered under the Investment
Advisers Act of 1940, as amended, or as
an investment adviser to a registered
investment company.

(2) An issuer’s gross revenues from
its own securities related activities and
from its ratable share of the securities
related activities of enterprises of
which it owns 20 percent or more of the
voting or equity interest should be con-
sidered in determining the degree to
which an issuer is engaged in securities
related activities. Such information
may be obtained from the issuer’s an-
nual report to shareholders, the
issuer’s annual reports or registration
statement filed with the Commission,
or the issuer’s chief financial officer.

(3) Equity security is as defined in
§ 240.3a–11 of this chapter.

(4) Debt security includes all securi-
ties other than equity securities.

(5) Determination of the percentage
of an acquiring company’s ownership of
any class of outstanding equity securi-
ties of an issuer shall be made in ac-
cordance with the procedures described
in the rules under § 240.16 of this chap-
ter.

(6) Where an acquiring company is
considering acquiring or has acquired
options, warrants, rights, or convert-
ible securities of a securities related
business, the determination required
by paragraph (b) of this section shall be
made as though such options, warrants,
rights, or conversion privileges had
been exercised.

(7) The following transactions will
not be deemed to be an acquisition of
securities of a securities related busi-
ness:

(i) Receipt of stock dividends on se-
curities acquired in compliance with
this section;

(ii) Receipt of securities arising from
a stock-for-stock split on securities ac-
quired in compliance with this section;

(iii) Exercise of options, warrants, or
rights acquired in compliance with this
section;
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(iv) Conversion of convertible securi-
ties acquired in compliance with this
section; and

(v) Acquisition of Demand Features
or Guarantees, as these terms are de-
fined in §§ 270.2a–7(a)(8) and 270.2a–
7(a)(15) respectively, provided that, im-
mediately after the acquisition of any
Demand Feature or Guarantee, the
company will not, with respect to 75
percent of the total value of its assets,
have invested more than ten percent of
the total value of its assets in securi-
ties underlying Demand Features or
Guarantees from the same institution.
For the purposes of this section, a De-
mand Feature or Guarantee will be
considered to be from the party to
whom the company will look for a pay-
ment of the exercise price.

(8) Any class or series of an invest-
ment company that issues two or more
classes or series of preferred or special
stock, each of which is preferred over
all other classes or series with respect
to assets specifically allocated to that
class or series, shall be treated as if it
is a registered investment company.

NOTE: It is not intended that this rule
should supersede the requirements pre-
scribed in Investment Company Act Release
No. 13005 (Feb. 2, 1983) with respect to repur-
chase agreements with brokers or dealers.

[58 FR 49427, Sept. 23, 1993, as amended at 61
FR 13982, Mar. 28, 1996; 62 FR 64986, Dec. 9,
1997]

§ 270.13a–1 Exemption for change of
status by temporarily diversified
company.

A change of its subclassification by a
registered management company from
that of a diversified company to that of
a nondiversified company shall be ex-
empt from the provisions of section
13(a)(1) of the Act (54 Stat. 811; 15
U.S.C. 80a–13), if such change occurs
under the following circumstances:

(a) Such company was a non-
diversified company at the time of its
registration pursuant to section 8(a) (54
Stat. 803; 15 U.S.C. 80a–8), or thereafter
legally became a nondiversified com-
pany.

(b) After its registration and within 3
years prior to such change, such com-
pany became a diversified company.

(c) At the time such company became
a diversified company, its registration
statement filed pursuant to section 8(b)

(54 Stat. 803; 15 U.S.C. 80a–8), as supple-
mented and modified by any amend-
ments and reports theretofore filed, did
not stated that the registrant proposed
to become a diversified company.

[Rule N–13A–1, 6 FR 3967, Aug. 8, 1941]

§ 270.14a–1 Use of notification pursu-
ant to regulation E under the Secu-
rities Act of 1933.

For the purposes of section 14(a)(3) of
the Act, registration of securities
under the Securities Act of 1933 by a
small business investment company op-
erating under the Small Business In-
vestment Act of 1958 shall be deemed to
include the filing of a notification
under Rule 604 of Regulation E promul-
gated under said Act if provision is
made in connection with such notifica-
tion which in the opinion of the Com-
mission adequately insures (a) that
after the effective date of such notifi-
cation such company will not issue any
security or receive any proceeds of any
subscription for any security until firm
agreements have been made with such
company by not more than twenty-five
responsible persons to purchase from it
securities to be issued by it for an ag-
gregate net amount which plus the
then net worth of the company, if any,
will equal at least $100,000; (b) that said
aggregate net amount will be paid into
such company before any subscriptions
for such securities will be accepted
from any persons in excess of twenty-
five; (c) that arrangements will be
made whereby any proceeds so paid in,
as well as any sales load, will be re-
funded to any subscriber on demand
without any deduction, in the event
that the net proceeds so received by
the company do not result in the com-
pany having a net worth of at least
$100,000 within ninety days after such
notification becomes effective.

[25 FR 3512, Apr. 22, 1960]

§ 270.14a–2 Exemption from section
14(a) of the Act for certain reg-
istered separate accounts and their
principal underwriters.

(a) A registered separate account,
and any principal underwriter for such
account, shall be exempt from section
14(a) of the Act (15 U.S.C. 80a–14(a))
with respect to a public offering of
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