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maintained or controlled by the trust-
ee consistent with the rating of the 
outstanding fixed-income securities. 

(b) For purposes of this section: 
(1) Eligible assets means financial as-

sets, either fixed or revolving, that by 
their terms convert into cash within a 
finite time period plus any rights or 
other assets designed to assure the 
servicing or timely distribution of pro-
ceeds to security holders. 

(2) Fixed-income securities means any 
securities that entitle the holder to re-
ceive: 

(i) A stated principal amount; or 
(ii) Interest on a principal amount 

(which may be a notional principal 
amount) calculated by reference to a 
fixed rate or to a standard or formula 
which does not reference any change in 
the market value or fair value of eligi-
ble assets; or 

(iii) Interest on a principal amount 
(which may be a notional principal 
amount) calculated by reference to 
auctions among holders and prospec-
tive holders, or through remarketing of 
the security; or 

(iv) An amount equal to specified 
fixed or variable portions of the inter-
est received on the assets held by the 
issuer; or 

(v) Any combination of amounts de-
scribed in paragraphs (b)(2) (i), (ii), 
(iii), and (iv) of this section; 
Provided, That substantially all of the 
payments to which the holders of such 
securities are entitled consist of the 
foregoing amounts. 

[57 FR 56256, Nov. 27, 1992]

§ 270.3c–1 Definition of beneficial own-
ership for certain 3(c)(1) funds. 

(a) As used in this section: 
(1) The term Covered Company means 

a company that is an investment com-
pany, a Section 3(c)(1) Company or a 
Section 3(c)(7) Company. 

(2) The term Section 3(c)(1) Company 
means a company that would be an in-
vestment company but for the exclu-
sion provided by section 3(c)(1) of the 
Act [15 U.S.C. 80a–3(c)(1)]. 

(3) The term Section 3(c)(7) Company 
means a company that would be an in-
vestment company but for the exclu-
sion provided by section 3(c)(7) of the 
Act [15 U.S.C. 80a–3(c)(7)]. 

(b) For purposes of section 3(c)(1)(A) 
of the Act [15 U.S.C. 80a–3(c)(1)(A)], 
beneficial ownership by a Covered 
Company owning 10 percent or more of 
the outstanding voting securities of a 
Section 3(c)(1) Company shall be 
deemed to be beneficial ownership by 
one person, provided that:

(1) On April 1, 1997, the Covered Com-
pany owned 10 percent or more of the 
outstanding voting securities of the 
Section 3(c)(1) Company or non-voting 
securities that, on such date and in ac-
cordance with the terms of such securi-
ties, were convertible into or exchange-
able for voting securities that, if con-
verted or exchanged on or after such 
date, would have constituted 10 percent 
or more of the outstanding voting secu-
rities of the Section 3(c)(1) Company; 
and 

(2) On the date of any acquisition of 
securities of the Section 3(c)(1) Com-
pany by the Covered Company, the 
value of all securities owned by the 
Covered Company of all issuers that 
are Section 3(c)(1) or Section 3(c)(7) 
Companies does not exceed 10 percent 
of the Covered Company’s total assets. 

[62 FR 17529, Apr. 9, 1997]

§ 270.3c–2 Definition of beneficial own-
ership in small business investment 
companies. 

For the purpose of section 3(c)(1) of 
the Act, beneficial ownership by a com-
pany owning 10 per centum or more of 
the outstanding voting securities of 
any issuer which is a small business in-
vestment company licensed to operate 
under the Small Business Investment 
Act of 1958, or which has received from 
the Small Business Administration no-
tice to proceed to qualify for a license, 
which notice or license has not been re-
voked, shall be deemed to be beneficial 
ownership by one person (a) if and so 
long as the value of all securities of 
small business investments companies 
owned by such company does not ex-
ceed 5 per centum of the value of its 
total assets; or (b) if and so long as 
such stock of the small business invest-
ment company shall be owned by a 
state development corporation which 
has been created by or pursuant to an 
act of the State legislature to promote 
and assist the growth and development 
of the economy within such State on a 
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state-wide basis: Provided, That such 
State development corporation is not, 
or as a result of its investment in the 
small business investment company 
(considering such investment as an in-
vestment security) would not be, an in-
vestment company as defined in sec-
tion 3 of the Act. 

(Sec. 6, 74 Stat. 412; 15 U.S.C. 80a–6) 

[33 FR 11451, Aug. 13, 1968]

§ 270.3c–3 Definition of certain terms 
used in section 3(c)(1) of the Act 
with respect to certain debt securi-
ties offered by small business in-
vestment companies. 

The term public offering as used in 
section 3(c)(1) of the Act shall not be 
deemed to include the offer and sale by 
a small business investment company, 
licensed under the Small Business In-
vestment Act of 1958, of any debt secu-
rity issued by it which is (a) not con-
vertible into, exchangeable for, or ac-
companied by any equity security, and 
(b) guaranteed as to timely payment of 
principal and interest by the Small 
Business Administration and backed by 
the full faith and credit of the United 
States. The holders of any securities 
offered and sold as described in this 
section shall be counted, in the aggre-
gate, as one person for purposes of sec-
tion 3(c)(1) of the Act. 

[37 FR 7590, Apr. 18, 1972]

§ 270.3c–4 Definition of ‘‘common trust 
fund’’ as used in section 3(c)(3) of 
the Act. 

The term common trust fund as used 
in section 3(c)(3) of the Act (15 U.S.C. 
80a–3(c)(3)) shall include a common 
trust fund which is maintained by a 
bank which is a member of an affili-
ated group, as defined in section 1504(a) 
of the Internal Revenue Code of 1954 (26 
U.S.C. 1504(a)), and which is main-
tained exclusively for the collective in-
vestment and reinvestment of monies 
contributed thereto by one or more 
bank members of such affiliated group 
in the capacity of trustee, executor, ad-
ministrator, or guardian; Provided, 
That: 

(a) The common trust fund is oper-
ated in compliance with the same 
State and Federal regulatory require-
ments as would apply if the bank main-

taining such fund and any other con-
tributing banks were the same entity; 
and 

(b) The rights of persons for whose 
benefit a contributing bank acts as 
trustee, executor, administrator, or 
guardian would not be diminished by 
reason of the maintenance of such com-
mon trust fund by another bank mem-
ber of the affiliated group. 

(15 U.S.C. 80a–6(c), 80a–37(a)) 

[43 FR 2393, Jan 17, 1978]

§ 270.3c–5 Beneficial ownership by 
knowledgeable employees and cer-
tain other persons. 

(a) As used in this section: 
(1) The term Affiliated Management 

Person means an affiliated person, as 
such term is defined in section 2(a)(3) 
of the Act [15 U.S.C. 80a–2(a)(3)], that 
manages the investment activities of a 
Covered Company. For purposes of this 
definition, the term ‘‘investment com-
pany’’ as used in section 2(a)(3) of the 
Act includes a Covered Company. 

(2) The term Covered Company means 
a Section 3(c)(1) Company or a Section 
3(c)(7) Company. 

(3) The term Executive Officer means 
the president, any vice president in 
charge of a principal business unit, di-
vision or function (such as sales, ad-
ministration or finance), any other of-
ficer who performs a policy-making 
function, or any other person who per-
forms similar policy-making functions, 
for a Covered Company or for an Affili-
ated Management Person of the Cov-
ered Company. 

(4) The term Knowledgeable Employee 
with respect to any Covered Company 
means any natural person who is: 

(i) An Executive Officer, director, 
trustee, general partner, advisory 
board member, or person serving in a 
similar capacity, of the Covered Com-
pany or an Affiliated Management Per-
son of the Covered Company; or 

(ii) An employee of the Covered Com-
pany or an Affiliated Management Per-
son of the Covered Company (other 
than an employee performing solely 
clerical, secretarial or administrative 
functions with regard to such company 
or its investments) who, in connection 
with his or her regular functions or du-
ties, participates in the investment ac-
tivities of such Covered Company, 
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