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- ! H. No. 3210

[REPUBLIC ACT NoO. 2629]
INVESTMENT COMPANY ACT

Ee it enacted by the Senaie ond House of Representatives
of the Philippines in Congress assembled.

QECTION 1. Short title.—This Act may be cited as the
“Investment Company Act”. '

SEC. 2. Declaration of policy.—It is hereby declared that
the policy and purpeses of this Act in accordance with
: which the provisions of this Act shall. be interpreted, are

to mitigate and, so far as is feasible, to eliminate the
following conditions which adversely affect the national
public interest and the interest of investors:

(a) When investors purchase, pay for, exchange, receive
dividends upon, vote, refrain from voting, sell, or sur-
render securities issued by investment companies without
adequate, accurate, and explicit information fairly pre-
sented, concerning the character of such securities and the
circumstances. policies, wned finaneial responsibility of such —
companies and their management: ! s

P (h) When investment companies are orgarized, eperated.
e managed, or their portfolio securities are selected, 1n the

=3 interest of directors, officers, investment advisers, deposi-
& tors, or other affiliated persons thereof, in the interest of
underwriters, brokers, or dealers, in the interest of special
classes of their security holders, or in the interest of other
investment companies or persons engaged in other lines of
N business, rather than in the interest of all classes of such
T companies’ security holders;
O (¢) When investment companies issue securities con-
— taining ineguitable or discriminatory provisions, or fail to
I protect the preferences and privileges of the holders of
| their outstanding securities;
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{d) When the control of investment companies is unduly
concentrated through’ pyramiding or inequitable methods
of control, or is inequitably distributed, or when invest-
ment companies are managed by irvesponsibie persons;

(e) When investment companies, in keeping their ae-
counts, in maintaining reserves, and in computing their
earnings and the asset value of their outstouding securities,
employ unsound or misleading methods, or are not subjected
to adequate independent scrutiny;

(f) When investment companies are reorganized, bhe-
come inactive, or change the character of their business,
or when the control or management thereof is transferred,
without- the consent of their security holders;

{g) When investment companies by excessive borrowing
and the issuance of excessive amounts of senior securities
increase unduly the speculative character of their junior
securities; or

{&} When investment companies operate without ade-
quate assets or reserves,

SEC. 3. Defindtions.—When used in this Act, unless the
context otherwise requires—(a) “Advisory board” means
a board, whether elected or appointed, which is distinct

from the board of directors or board of trustees, or an .

investment company, and which is composed solely of
persons who de not serve such company in any other
capacity, whether or not the functions of such board are
such ds to render its members “directors” within the
definition of that term, which bhoard has advisory functions
as to investments but has no power to determine that any
gsecurity or other investment shall be purchased or sold by
such company.

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

(¢) “Affiliated person” of another person means (1) any
person directly or indirectly owning, controlling or holding
with power to vote, ten per centum or more of the out-
standing veoting securities of such other .person; (2} any
person ten per centum or more of whose outstanding voting
securities are directly or indirectly owned, controlled, or
held with pewer to vote, by such other person; (3) any
person directly or indirectly controlling, controlled by, or

" under common confrel with, such other person; (4) any

officer, dirvector, partner, copartner, or employee of such
other person; and (3] jf. siich other pevson iz an invest-

ment company, any s sltmeu ‘.\i« ;- thererd or any
member uJ Ah aldvinmury umu. SIET rj
() “Dianl oimenss (1) anizeid

under the laws of the Phlllppmes (2) any othm b-mhng
institution or trust company, deing business under the
laws of the Philippines, a substantial portion of the busi-
ness of which consists of receiving deposits or exercising
fiduciary powers similar to those permitted to national
banks.

(e} “Broker” means any person engaged in the business
of effecting transactions in securities for the account of
others, but does not include s bhank or any person solely by
reason of the fact that such person is an underwriter for
one or more investment companies.

() “Commission” means the Securities and Exchange

Commiission,
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{g) “Company’ means a corporation, a registered part-
E nership, or an association lawfully transacting business
5 | in the Philippines. ‘ )

(h) “Control” means the power to exercise a controlling
influence over the management or policies of a company,
unless stieh power is solely the result of an official position
with such company.
| Any person who owns beneficially, gither directly or

! through one or more controlled companies, more than
; thirty per centum of the voling secutities of a company
3 shall be presumed to control such company.’ Any person

: who does not so own more than thirty per centum of the

’ voting securities of any company shall be presumed not

.to control such company. A natural person shall be pre-

sumed not to be a controlled person within the meaning

of this Act. Any such presumption may be rebutted by

evidence, but except as hereinafter provided, shall continue

until a determination to the contrary is made by the Com-

mission by order either on its own metion 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 medify 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. \

(i) “Convicted” includes a verdict, judgment, or plea

of guilty, if such verdict, judgment or plea has not been [

reversed, set agide, or withdrawn, whether or not sentence

has been imposed.

. (5) “Dealers” means any person regularly engaged in
' the business of buying and selling securities for his own
account, through a broker or otherwise, but does not in-
clude a bank, insurance company, or investment company,
or any person insofar as he is engaged in investing, rein-
vesting, or trading in securities, or in owning or holding
securities, for his own account, either individually or in
some fiduciary capacity, but not as a part of a regular
business.

(k) “Director” means any director of a corporation or
any persen performing similar functions with respect to
any orgunisadivi. .

(11 STt paes any erennizatiog, aasbrigtian, or .
wroun af novesirs whiceh cenatiinisg vociniRing or provides
a market place or Taciiities. Tor bringing together pur-
chasers and sellers of securities or for’ otherwise per-
forming with respact to sceuvities the furictions commonly
performed by a stock exchange as that term is generally :
understood, and inecludes the market place and the market
facilities maintained by such exchange.

(m) “Government securily” nieans any security issued
or guaranteed as to principal or inferest by the Republic
of the Philippines, or by a person conirclled or supervised
- by and acting as an instrumentality of the Government of

the Republic of the Philippinés pursuant to authority

granted by the Congress of the Philippines; or any cer-
{ificate of deposit fer any of the foregoing.

-
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(n) “Insurance compady” 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 com-
panies, and which is subject to supervision by the Insur-
ance Commissioner; or any receiver or similar official or
any liquidating agent for such a company, in his capacity
as such.

(0) “Investment adviser” of an investment company
means (1) 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 com-
pany with respect to the desirability of investing in, pur-
chasing or selling securities or other property, or is em-
powered to determine what securities or other property
shall be purchased or sold by such company, and {2} any
other person who pursuant to contract with a person de-
scribed in clause (1) of this paragraph regularly performs
substantially all of the duties undertaken by such person
described in said clause (1) ; but does not include (A) a
person whose advice is furnished solely through uniform
publications distributed to subscribers thereto, (B) 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 recom-
mendations regarding the purchase or sale of securities,
(C) a company furnishing such services at cost to one or
more investment companies, insurance companies, or other
financial institutions, (D) any person the character and
amount of whose compensation for such services must

- be approved by a court or (E) such other persons as the

Commission may by rules and regulations or order deter-
mine not to be within the intent of this definition.

{(p) “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 izolated transactiona,
but not as a part of a regular business, or any person
solely by reason of the fact that such person is an under-
writer for one or more investment companies,

(q) “Issuer” means every person who issues or Proposes
to issue any security, or has outstanding any security which
it has issved.

(v) “Lend” include: a purchuse coupled with an agree-
meaent hy {(he vendor to rerunrehaze; “horrow™ includes =
sale coupled with a similar agreement.

(s} “Mujority-owned subsidiary” of a person means g
company fifty 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.

(t) “Periodic payment plan certificate” means {1) any
certificate, investment contract, or other security providing
for a series of periodic payments by the holders, and rep-
resenting an undivided interest in certain specified se-
curities or in a unit or fund of securities purchased wholly
or partly with the proceeds of such payments, and (2)
any security the issuer of which is also issuing securities

= e e D it T ek L g S
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of the character described in clause (1) and the h_.older of
which has substantially the same richts and pnwlege?, as
those which holders of securities of“the characier _des_cnbed
in said clause (1) have upon completing the periodic pay-
ments for which such securities provide.

(u) “Ferson’” means a natural person or a company.

() “Principal underwriter” of or for any investment
company other than a closed-end company, or of any se-
curity issued by such a company, means any underwriter
who as principal purchases from such company, or pur-
suant to contract has the right (whether absolute or con-
ditional) from time to time to purchase from such com-
pany, 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 publie or both, but does not
include a dealer who purchases from such company through
a principal underwriter acting as agent for such company.
“Prineipal underwriter” of or for a closed-end company or
any issuer which is not an investment company, or of any
seeurity issued by such a company or issuer, means any
underwriter who, in connection with a primary distribu-
tion of securities, (1) is in privity of contract with the
issuer or an affiliated person of the issuer; (2) acting
alone or in concert with one or more other persons, ini-
tistes or directs the formation of an underwriting syn-
dicate; or (3) is allowed a rate of gross commission,
spread, or other profit -greater than the rate allowed an-
other underwriter participating in the distribution.

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

(z) “Redeemable security” means any gsecurity, 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 to receive approximately
his proportionate share of the issuer’s current net assets,
or the cash equivalent thereof.

(¥) “Reorganization” means (1) a reorganization under
the supervision of a court of competent jurisdiction; (2)
a merger or consolidation; (8) a sale of seventy-five per
centum or more in value of the assets of a company; (4)
a restatement of the capital of a company, or an exchange
of securities issued by a company for any of its own
outstanding securities: (5) a voluninry dissolution. or
liquidation of 2 oo vioiB) g opevonibeHoatidn or uthor

%y
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alteration, modinication, or elimination of arty of the rights,
preferences, or privileges of any class of gecurities issued
hy a company, as provided in its charter or other instru-
ment creating or defining such rights, preferences, and
privileges; (7) an exchange of securities issued by another
company or companies, preliminary to and for the purpose
of effecting or consummating any of the foregoing; or (8)
any exchange of securities by a company which is not an
investment company for securities issued by a registered
investment commany.

(z) “Sale”, *“seill”, “offer to seil”, or “offer for sale”
includes every contract of sale or disposition of, attempt or
offer to disposc of, ov solicitation of an offer fo buy, a

.
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security or interest in security, for value. Any zecurity
given or delivered with, ox as a bonus on account of, any
purchase of securities or any other thing, shall be conclu-
sively presumed to constitute a part of the subject of such
purchase and to have been sold for value.

(ac) “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 invesfed or I;Leld for
investment by the issuer, less any portion of such difference
deducted for trustee’s or custodian’s fees, insurance pre-
miums, issue taxes, or administrative expenses or fees
which are not properly chargeable to sales or promotional
activities. In the case of a periodic payment plan certi-
ficate, “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.

{bb) “Security” means any note, stock, treasury stock,
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, vot-
ing-trust certificate, certificate of deposit for a security,
fractional undivided interest in oil, gas, or other mineral
rights, or, in general, any interest or instrument commonly
Ymown. as a ‘‘security” or any certificate of interest or
participation in, temporary or interim certificate for, re- .
ceipt for, guarantee of, or warrant or right tc subscribe to
or purchase, any of the foregeing.

(e¢) “Short-term paper’ means any note, draft, hill

‘of exchange, or banker’'s aceeptance payable on demand

or having a maturity at the time of issuance of not ex-
ceeding nine months, exclusive of days of grace, or any
renewal thereof payable on demand or having a maturity
likewize limited; and such other classes of securities, of
a commercial rather than an investment character, as
the Commission may designate by rules and regulations.

{(dd) “Underwriter” means any person whe has pur-
chased from an issuer with a view to, or gells 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 participa-
tion in the direct or indirect underwriting of any such
undertaking : but such term shall not inelude a person whose
interest is limited to a commission from an underwriter or
dealer nob in excess of the uwsual and customary distrib-
abors or seller’s comminsion,  As ussd 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 com-
mon control with the issuer. When the distribution of
the securities in respect of which any person is an under-
writer iz completed such person shall cease to be an under-
writer in respect of such securities or the issuer thereof.

(ee) “Value”, with respect to agsets of registered in-
vestment companies, means—

(1) As used in section four, (A) with respect to
seeurities owned at the end of the last preceding fiscal
quarter for which market guotations are readily avail-
‘able, the market value at the end of such quarter; (B}
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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 detetmined in good faith by
the board of directors; and (C) with respect to securities
and other assefs acquired after the end of the last pre-
ceding fiscal quarter, the cost thereof; and

(2) As used elsewhere in this Act, (A) with respect
to securities for which market quotations are readily
available, the market value of such securities; and (B)
with respect {o 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 Act, and the rules and regulations issued by the
Commission thereunder. Notwithstanding the fact that
market quotations for securities issued by controlled com-
panies are available, the board of directors may in good
faith determine the valne 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 cther controlled
companies.

The foregoing definition shall not derogate from the
authority of the Commission with respect to the reports,
information, and doeuments to be filed with the Com-
mission by any registered company, or with respect to
the accounting policies and principles to be followed by
any such cempany, as provided in sections seven, twenty-
seven and twenty-eight. :

() “Voting security” means any security presently
entitling the owner or holder therecf to vote for the
election of directors of a company. :

(gg) “Wholly-owned subsidiary” of a person means
8 company ninety-five per centwmn or more of the out-
standing 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.

(kh}) “Securitics Act” means Commonwealth Act

Numbered Eighty-three as heretofore or hereafter

amended.

No provision in this Act shall apply to, or he deeme&'

to include, the Philippines or any political subdivision
thereof, or any agency, authority, or instrumentality of
any one or move of the foregoing, or any corporatiop
which is wholly owned directly or indirectly by any dne
or more of the foregoing, or any afiicer, urend, or em-
ployee of any of the foregoing acting as 'such in the
course of his official duty, unless such provision makes
specific reference thereto.

SEC. 4. Definition of tnvestment company.— (e} when
used in this Act “investment company”’ means any issuer
which is or holds itself out as being engaged primarily,
Or proposes to engage primarily, in the business of in.
vesting, reinvesting, or trading in securities;

(b) Notwithstanding subsection {a}, none of the fol-
lowing persons is an investment company within the
meaning of this Act;

(1) Any issuer primarily engaged, directly or through
a wholly-owned subsidiary or subsidiaries, in a business

DNGE-—.
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or businesses other than that of investing, reinvesting,
or trading in securities.

(2) Any issuer whiclf the Commission, upon application
by such issuer, finds and by order declares to be pri-
marily engaged in a business or businesses other than
that of investing, reinvesting, or trading in secarities
either direetly of (A) through majority-owned subsidiaries
or (B) through controlled companies conducting similar
types of business. The filing of an application under
this paragraph by an issuer other than a registered in-
vestment company. shall exempt the applicant for a period
of sixty days from all provisions of this Act applicable to
investment companies as such. For cause gshown, the
Commission by order may extend such period of exemp-
tion for an additional period or periods. Whenever the
Commission, upon its own motion or upon application,
finds that the circumstances which gave rige to the is-
suance of an order granting an application under this
paragraph no longer exist, the Commission shall by order
revoke such order.

(3) Any issuer all the outstanding securities of which
(other than short-term paper and directors’ qualifying
shares) are directly or indirectly owned by a company
excepled from the definition of investment company.

{c) Notwithstanding subsection (o), and (b), none of
the following. persons iz an investment company within
the meaning of this Act:

(1) Any issuer whose outstanding securities {other
than short-term paper) are beneficially owned by not
more than twenty-five persons and which is not making
and dees not presently propose to make a public offering
of " its securities, For the purpose of this paragraph,
beneficial ownership by a company shall be deemed to be
beneficial ownership by one person; except that, if such
company owns ten per centum or more of the outstanding
voting securities of the issuer, the beneficial ownership
shall be deemed to be that of the holders of such

company’s outstanding securities (other than short-term -

paper}.

(2) Any person primarily engaged in the business of
underwriting and distributing securities issued by other
persons, selling securities to customers, and acting as
broker, or any one or more of such activities, whose
grass income normally is derived principally from such
business and related activities, - : :

A8) Any bank or insurcnee company; any savings and
Ioan aseocie{ion, huilding and isasn associafion, cooperative
bank, homestead association, or similar institution, or
any receiver, conservator, liquidator, liguidating agent,
or similar official or person thereof or therefor; any
common frust fund or similar fund maintained by a
bank exelusively for the collective investment and re-
investment of moneys contributed thereto by the bank
in its capacity as a trustee, executor, administrator, or
guardian, ;

(4) Any person substantially all of whose business is
confined to industrial banking or similar business.

(5) Any person whoe is primarily engaged in one or
more of the following business: (A) Purchasing or
otherwise acquiring notes, drafts, acceptances, open ac-

P il
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counts receivable, and other obligations representing part
or all of the sales price of merchandise, insurance, and
services; (B) making loans to “manufacturers, whole-
salers, and retailers of, and to prospective purchasers
of, specified merchandise, insurance, and service; and (C)

purchasing or otherwise acquiring mortgages and other -

liens on and interests in real estate. _

(6) Any company primarily engaged, directly or through
majority-owned subsidiaries, in one or more of the
businesses described in paragraphs (8), (4) and (6),
or in one or more of such businesses (from which not
less than forty per centum of such company’s gross income
during its last fiscal vear was derived) together with an
additional husiness or businesses other than investing,
reinvesting, owning, holding or trading in securities.

(7) Any company ninety per centum or more of the value
of whose investment securitiezs are represented by se-
curities of a single issuer included within a class of
persons enunierated in paragraphs (4), (5), or (8,

(8) Any person substantially all of whose business
consist of owning or holding oil, gas, or other mineral
royalties or leases, or fractianal interests therein, or cer-
tificates of interest or participation in or investment con-
tracts relative to such royalties, leases, or fractional
interests. ‘

(9) Any company organized and operated exclusively
for religious, educational, benevolent, fraternsal, charitable,
or reformatory purposes, no part of the nef earnings of
which inures to the benefit of any private shareholders oy
individual, ;

- . (10) Any employees’ stock bonus, pension, or profit
sharinig trust. ’

(11) Any voting trust the asgets of which consist
exclusively of securities of a single issuer which is not
an investment company. .

(12) Any security holders’ protective commitfee or
similar issuer having outstanding and issuing no securities
other than certificates of deposit and short-term paper,

SEC. 5. Classification of investment companies.—(a)

For the purposes of thig Act, investment companies are

divided into open-end and closed-end companies, defined
as follows: -

(1) “Open-end company” means an investment company
which is offering for sale or has outstanding any redeem-
zble security of which it is the issuer. ‘ Lf

(2) “Closed-end company” meuns any investment com-
pany viner e an open-end compuny. :

SEC. 6. Tronsections by investment companies.—(a)
No investment company organized or otherwise created
under the laws of the Philippines and having a hoard
of divectors, unless registered under seetion seven, shall
directly or indirectly.--

(1) offer for sale, sell, or deliver after sale, with-
in the Philippines, any security or any interest in g
security, whether the issuer of such security is such
investment company or another person:

(2} purchase, redeem, retire, or otherwise acquire
or attempt to acquire, within the Philippines, any
security, or any interest in a security, whether the
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issuer of such seeurity is such investment company
or another person; p

(3} control any invéstment company which does
any of the aets enumerated in paragraphs {1} and
{2y,

The provisions of this subsection shall not apply to trans-
actions of an investment company which are merely in-
cidental to its dissolution. ’

() No depositor or trustee of or underwriter for any
investment company, organized or otherwise created under
the laws of the Philippines and not having a board of
directors, unless such company is registered under section
eight or exempt under section six, shall direetly or in-
directly—

(1) offer for sale, sell, or deliver after sale, with-
in the Philippines, any security or any interest in a
security of which such company is the issuer;

(2) purchase, redeem, or otherwise acquire or at-
tempt to acquire, within the Philippines, any security,
or 1ntere§t in a security of which such company is the
issuer; of .

(3) sell or purchase for the account of such com-
pany, within the Philippines, any security or interest
in a security, by whomsocever issued.

The provisions of this subsection ghall not apply to trans-
actions which are merely incidental to the dissolution of
an investment company. '

SEC. 7. Itegistration of inwvestment companies~—(a) Any
investment company organized or otherwise created under

. the laws of the Philippines may register for the DUrposes

of this Act by filing with the Commission a registration
statement, in such form as the Commission shall by rules
and regulations prescribe as necessary or appropriate in
the public interest or for the protection of - investors.
An investment company shall be deemed to be registered
upon approval by the Commission of such registration
statement and the publication thereof in the Official
Gazette for two consecutive weeks and in two dailies of
general circulation for two consecutive days.

(b} Every investment company shall file with the Com-
mission an original and such copies of a registration state-
ment, in such form and containing such of the following
information and documents as the Commission shall, by
rulas and regulations, prescribe as necessary or appropriate
in the publi¢ interest or for the protection of investors:

(1) a recital of the policy of the registrant in re-
spect of each of the following types of activities, such
recital consisting in each case of a statement whether
the registrant reserves freedom of action to €ngage
in activities of such type, and if such freedom of
action is reserved, a statement briefly indicating, in-
sofar as is praecticable, the extent to which the
registrant intends to engage therein: (A) the classi-
fication, as defined in section five, within which the
registrant propoges to operate; (B) borrowing money ;
(C) the issuance of senior securities; (D) engaging
in the business of underwriting securities issued by
other persons; (E) concentrating investments in a
particular industry or group of industries; (F} the
purchase and sale of real estate and commeodities, or
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either of them; (G) making loans to other persons;
and (H) portfolic turn-over (including a statement
showing the aggregate peso ameunt of purchases and
sales of portfeolio securities, other than Government
securities, in each of the full fiscal years preceding the
filing of such registration statement) ;

{2) a recital of the policy of the registrant in
respect of matters, not enumerated in paragraph (1),

which the registrant deems matters of fundamental

policy and elects to treat ag such;

(3) the name and address of each affiliated person
of the registrant; the name and principal address of
every company, other than the registrant, of which
each such person iz an officer, director or partner:
a brief statement of the business experience for the
preceding five years of each officer and director of
the registrant; and

. (4} the information and documents which would be
required to be filed in order to register under the
Securities Act all securities (other than short-term
paper}) which the registrant heas outstanding or
propoges to issue.

{¢} The Commission shall make provision, by permis-
8ive rules and regulations or order, for the filing of the
fellowing, or so much of the following as the Commission
may designate,,in lieu of the information and documents
required pursuant to subsection (b) :

(1) copies of the most recent registration statement
filed by the registrant under the Securities Act and
currently effective under such Act; }

(2) a report containing reasonably current infor-

- mation regarding the matters included in copies filed
pursuant fo paragraph (1), and such further informa-
tion regarding matters not included in such copies as

the Commission is authgrized fo require under sub-
section (b). ' '

(d) Every investment company as defined in this Aet,
existing on the date of effectivity hereof shall register
pursuant to the provisions of this section within six months
from the approval of this Aect.

{¢) The Commission, in the exercise of ity sound judg-
ment and discretion, shall have power to limit the regis-
tration of investment companies to such number as the
investmett opportunities then obtaining would permit, and
to allow the registration of how mvestment, companied only
when the conditions warrant it Thiz profvision, hoyvwever,
shall not apply to investment companies gﬂready existing
on the date of effectivity of this Aet. .

{f) 1f it-appears to the Commisgsion that a registered
investment company has failed to file the registration
statement required by this section or a report required
pursuant to section twenty-seven (a), or (), or has filed
such registration statement op report but omitted there-
from material facts required to be stated therein, or has
filed such a registration statement or report in violation of
section thirty-one {b), the Commission shall notify such
company by registered mail of the failure to file such
registration statement or report, or of the respects in which
such registration statement or report appears to be mate-
rially incomplete or misleading, as the case may be, and

B it SE
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shall fix a date (in no event earlier than thirty days after
the mailing of such notice} prior to which such company
may file such registration statement or report or correct
the same. If such registration statement or report is not
filed or corrected within the time so fixed by the Commis-
sion or any extension thereof, the Commission, after ap-
propriate notice and opportunity for hearing, and upon
such conditions and with soch exemptions ag it deems
appropriate for the protection of investors, may by order
suspend the registration of such company until such state-
ment or report is filed or corrects s O may by order revoke
such registration, if the evidence eztablishes—.

(1) that such company has failed to file a repis-
tration statement required by this section or a report
required pursuant to section twenty-seven (a) or
(b}, or has filed such a registration statement or
report but omitted therefrom material facts required
to be stated therein, or has filed such a registration
statement or report in viclation of section thirty-one
(b} : and

(2) that such suspension or revocation is in the
public interest.

(9) Whenever the Commission, on its own motion or
upon-application, finds that a registered investment com- -
pany has ceased to be an investment company, it shall so
declare by order and upon the taking effect of such order
the registration of such company shall ecease to be in effect.
If necessary for the protection of investors, an order under
this subsection may be made upon appropriate conditions.
The Commission’s denial of any application undetr this .
subsection shall he by order. .

SEC. 8. Ineligibility of certain affilinted persons end un-
derwriters—{(a) It shall be unlawful for any of the fol-
lowing persons to serve or act in the capacity of officer,
or director, member of an advisory board, investment ad-
viser, or depositor of any registered investment company,
or principal underwriter for any registered open-end com-
pany; -

(1) any person who within ten years has been
convicted of any felony or misdemeanor involving the
purchase or sale of any security or arising out of such
person’s condnct as an underwriter, broker, dealer, or
Investment adviser, or as an affiliated person, sales-

. man, or employee or anv investment company, bhank,
or lusurdnee company; _
(2} any person who, Lo peason of Ny miscnuduet,

is permanently or temporarily enjoined by order, judg-
ment, or decree of anv court of competent jurisdiction
from acting as an underwriter, broker, dealer, or in-
vestment adviser, or as an affiliated person, salesman,
or employee of any investment company, bank, or
insurance company, 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; or . '

(3) a company any affiliated person of which iy
ineligible, by reason of paragraph (1) or (2), to
serve or act in the foregoing capacities.

{8) Any person who is ineligible, by reason of subsec-
tion (a), to serve or act in the capacities enumerated
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in such 7 -eclion, may 1. - b the Commission an ap-
plicatic.. o i exemptic . :.m the Rrovisions of such
subsecl” i, The Commiss! . :shall by order grant such

applice. o oher uneon” v or on an appropriate
temper | dher condis” asls, if it is established

that L0 | ! Liticns of ~uheection, as applied to
such . .. :re unduly . -,'--;-mpo-rtionately severe or
that th .. .luct of sueh ;: ..+ hag bheen such as not to
make it . ‘ust the public . :orest pr protection of inves-
tors to . w:! such application.

SEC. (. .l lations of Nevetors, officers  and M~
ployecs.  «) After one .. “rom the effective date of
this Av'. . uyistered In- -t company shall have g
board < roetors move U - Gty per centum of the
membe - -hich are perss ~ho ure investment advisers
of, or - ".uir o employet: " fuch registered company.

(&) "7l vme year fron . «fTective date of this Act,
no regt * . ‘nvestment c. o onny shall—

27D aploy as regut.r s oker any director; officer,
or L Lyee of such re, v.opd Company, or any person
of .5l any such dir wr, cofficer, or employee is an
ailit: icd person:

27 uee noprinefpal ook vwriler of securities issued
by § - divector, ofin:r, op employee of such regis-
tes " opany or any ruivon of which any guch di--
reci- v, officer, or empl v:c is an affiliated person; or

17 hive ag direct. ", ofiicer, or employee any in-
ve l. .1t hanker, or ar: : Miated person of an invest.

©tinker, For the | ~rroses of this paragraph, a
pe:r i rhall not be de .o an affiliated person of an
in* “srent banker sol " hy reason of the fact thar
he .o Lifiliated per. = of 2 company (A) all the
ou'. ‘- Ping seeurities - 7w Lich (other than short-term
Paj. . :.virities reprer. iny bank loans and directors’
qQusT g shares) are. . v oofter such acquisition will
be, el by one or n .. registered investment com-
pavic: s and (B) whiil e primarily engaged in the
bu. " ar of underwrit i wnd distributing securities
st il elher person. . 112 securities to customers,

Qb G e or more of -, oh or related activities, and

the | oo income of » sorson normally is derived
pr. - il from such ' - iness or related activities.

{e} 00 e offective - of this 4ct no reristered

mvesi: L ooyumy hail onijority of its board of
Gires:. Co i T Cieave cfesrs arldivechots
nf - Sl Tl i et *t the eficetive
date of -tir Ach uny regl - o oinvestment ecompany shall

have h...7 . wmajority of it leetors consisting of persons
who . Chdders, officers, - <:hjloyees of anyv one bank,
such r "’ired company ¢ - centinue to have the same
percent: .« of ils hoard of i ..ctors consisting of persons
who ar. o darg, officers, t mployees of such bank,
(d) 7y reason of the .. hi, disqualification, or bona

i
fide ve: " i f{on of any di: “or or directors, the require--

ments . " %, Toregoing Pro ety of this section in respect

of divs. ™ i 2hall not he i Voo registered investment

fompar - ‘hie eperation o cnl Jrovision shall be sus-

pended . {n such regish .. comnany for a period of

thirty .- if the Vicaney -5 wacancies may be filled by
1

action « 7 ‘h board of dir ! v¢, and for a period of sixty

e e et
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days if a vote of stockholders is required to fll the
vacancy or vacancies, qr for such longer pericd as the
Commission may preseribe, by rules and regulations upen
its own motion or by order upon application, as not in-
consistent with the protection of investors.

{e) No registered investment company shall knowingly
purchase or otherwise acquire, during the existence of any
underwriting or selling syndicate, any security (except a
security of which such company is the issuer) a prinecipal
underwriter of which is an officer, director, member of
an advisory bhoard, investment adviser, or employee of
such registered company, or is & person (other than a
company of the character described in paragraphs (A)
and (B} of subsection (b) (8) of which any such officer,
director, member of an advisory board, investment adviser,
or employee is an affiliated berson, unless in acquiring
such security such registered company is itself acting as
a principal wnderwriter for the issuer. The Commission,
by rules and regulations upon its own motion or by order
upon application, may conditionally or unconditionally
exempt any transaction or classes of transactions from any

“of the provisions of this subsection, if and to the extent

that such exemption is consistent with the protection of
investors. :

() In the case of g registered investment company
which has an advisory board, such board, as a distinet
entity, shall be subject to the same restrictions as to its
membership as are imposed upon a hoard of directors by
this section.

(¢) In the case of a registered investment company
which does not have a board of directors, the provisions
of this section shall apply as follows: .

{1) the provisions of subsection (¢}, as modified
by subsection (d)}, shall apply to the board of directors
of the depositor of such company; )

(2) the provisions of subsection (b) and (c¢), as
modified by subsection (d), shall apply to the board

~of directors of the depositor and of every investment

adviser of such cocmpany; and

(8) the provisions of subsection {2} shall apply to
purchases and other acquisitions for the account of
-such company of securities =2 principal underwriter

- of which is the depositor or an investment adviger of

such company, or an affiliated person of such depositor

. or investment adviser.

SEC, 10, Offere to rxchange scenrities— () T shall be
unlawful for any registered open-end eompany Or any prin-
cipal underwriter for such a company to make or cause
to be made an offer to the halder of a security of such
company or of any other open-end investment company
to exchange his security for a security in the same or
another such company on any basis other than the relative
net asset values of the respective securities to be exchanged,
unless the terms of the offer have first been submitted to
and approved by the commission or are in accordance with
such rules and regulations as the Commission may have
prescribed in respect of such offers which are in effect
at the time such offer is made. For the purposes of this
section, (1) an offer by a principal underwriter means an
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offer communicated to holders of securities of a class or
series but does not include an offer made by such principal
underwriter to an individual investor in the course of a
retail business conducted by such principal underwriter,
and (2) the net asset value means the net asset value which
is in effect for the purpose of determining the price at
which the securities, or class or series of securitiss in-
volved, are offered for sale to the public either (A) at the
time of the receipt by the offeror of the acceptance of the
offer or (B) at such later time as is specified in the offer.

(b} The provisions of this section shall not apply to
any offer made pursuant to (1) any plan of reorganization,
which i3 submitted to and Jequires the approval of the
holders of af least a majority of the outstanding shares of
the class or series to which the security owned by the
offeree belongs; or (2} the right of conversion, at the
option of the holder, from one class or series into another
class or series of securities issued by the same company
upon such terms as are specified in the charter, certificate
of incorporation, articles of association, by-laws, or trust
indenture subject to.which the securities to be converted
were issued or are fto be issued.

SeC. 11. Functions and activiiies of investment com-
panies—(a) It shall be unlawful for any registered in-
vestment company, in contravention of such rules and
regulations or orders as the Commission may prescribe as
necessary or appropriate in the public interest or for the
brotection of investorg—

{1} to purchase any security on margin, except
such short-term credits as are necessary for the clear-
ance of transactions;

(2) tc participate on a Joint or a joint and several
basis in any trading account in securities, except in
connection with an underwriting in which such regis-
tered company is a participant; or

(8} to effect a short sale of any security, except in
connection with an underwriting in which such regis-
tered company is a participant.

(b) It shall be unlawful for any registered open-end
company (other than a company complying with the pro-
visions of section ten) to act as a distributor of securities
of which it is the issuer, except through an underwriter,
in contravention of sych rules and regulations as the
Commission may Prescribe as necessary or appropriate in
the public interest or for the protection of investors.

. {e) TL shall be unlaw il for any in\‘e%:i'nwnt company
[ - .

(1) Generate funds for promoting the private busi-
ness’ or industry of any employee, official, director,
organizer, incorporator or stockholder thereof:

(2) Allow any of its employee, official, director,
organizer, incorporator or stockholder to buy real
estate, personal property ar any other kind of Property
and sell the same to the cempany at a price higher
than the procurement cost or sell any property of
the company, or a portion thereof, at a price below
the market value thereof to any of the aforementioned
persons.
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SEC. 12.- Changes in nvestment policy.—(e) No regis-
tered investment company shall, unless authorized by the
vote of a majority of it§ outstanding voting securitieg-—

borrow money, issue senior securities, under-
write securities issued by other persons, purchase or
sell real estate or tommodities or make loans to other
Persons, execept in each case in accordance with the
recitals of policy contained in its registration stafe
ment in respect thereto; :
(2) deviate from its policy in respect of concentra-
tioq of investments in any particular industry or group

registration statement pursuant to section seven (b)
(2); or

{3} change the nature of its business so as to cease
to be an investment company.

(b) Where the change will involve an amendment of
the organization Papers of the investment company, the
pertinent provisions of law on the vote necessary and other
rquisites to effectuate the same, shall likewise be complied
with.

SEC. 13, Size of investment companics.—No registered
investment company organized after the effective date of

this Act, and no principal underwriter for such a company,

shall make a pubiic offering of securities of which such
company is the issuer, unless—

(1) such company has a paid-up capita] of at least
five hundred thousand pesos, as certified to by an in-
dependent certified public accountant; or

(2) such company has previously made a public
offering of itg securities, and af the time of such
offering had a paid-up capital of at least five hundred
thousand besos, as certified to by an independent cer-
tified public accountant: Provided, however, That o,
investment company shall redeem, directly or indi-
rectly, any security of which such company is the
issuer unless the remaining unimpaired capital shall
be at least two hundred fifty thousand pesos or fifty
ber cent of its outstanding liabilities to the creditors
of said company, whichever is higher.

SEC. 14. Contrects of advisers and underwriters.— (a)
After the effective date of this Act it shall be unlaw?ul
for any person to serve or act as investment adviser of a
registered investment COMpsny, exeendt pursuant to a writ
ten contract. whick rontract, whather with such remistered
company or with an investment adviser of such registered
company, unless in effect prior to the effective date of this
Act, has been approved by the vote of a majority of the
outstanding voling securities of such registered company
and— ’

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

(2) shall continue in effect for a period more than
two years from the date of jts exectition, only so long
as such continuance js specifically approved at least
annually by the board of directors or by vote of 1
majority of the ovtstanding voting securities of such

company ;

. -
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{3) provides, in substance, that it may be ter-
minated at any time, without the payment of any
penalty, by the board of directors of such registered
company or by vote of two-thirds of the outstanding
voting securities of such company on not more than
sixty days’ written notice to the invesiment adviser;
and .

(4) provides, in substance, for its automatic ter-
mination in the event of its assignment by the invesi-
ment adviser.

(b) After one year from the effective date of this Act,

it shall be unlawful for any principal underwritter 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 contraect with

such company, which contract, unless in effect prior to
the effective date of this Act—

(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 two-
thirds of the outstanding voting securities of such
company; and

(2) provides, in substance, for its automatic ter-
mination in the event of its assignment by such under-
writer.

(¢) In addition to the requirements of subsections (a)
and (b) it shall be unlawful for any registered investment
company having 2 board of directors to enter into, renew.
or perform any contract or agreement, written or oral,
except a written agreement which was in effect prioxr to
the effective date of this Act, whereby a person undertakes
regularly to serve or act as investment adviser of or prin-
cipal underwriter for such eompany, unless the terms of
such contract or agreement and any renewal thereof have
been approved {1) by a majority of the directors who are
not parties fo such contract or agreement or affiliated per.
sons of any such party, or (2) by the vote of a majority of
the outstanding voting securities of such company.

(d) It shall be unlawful for any person, aiter the
effective date of this Act—- '

(1) to serve or act as investment adviger of a reg-
istered investment company, pursnant to a writien
confract which was in eflget prior to the effective date
of this Act: or ) ' !

23 az principa] underwriter o o repiztered apen-
end investment company to offer for %sale, sell, or
deliver after sale any security of which Such company
is the issuer, pursuant to a written contract which
was in effect prior to the effective date of this Act;
unless sueh contract is renewed in such form that it
complies -with the requirements of subsection (a) er
(b), as the case may be, and i; approved in the man-
ner required by this section. )

{e) Nothing contained in this section shall be deemed’
{o require or contemaplate any action by an advisory board
of any registered company or by any of the members of
such a bhoard.
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SEC. 15. Board of directors; election; term vacancies; and
salaries—No person shald serve as a director of a registered
investment company unless he ig a Filiping citizen and
elected to that ofiice by the holders of the outstanding
voting securities of such company, at an annual or 5 special
meeting duly called for that burpose ; except that vacancies
vecurring between such meetings may he filled in any
otherwise lepal manner if immediately after filling any
such vacaney at least two-thirds of the directors then hold-
ing otfice shall have been elected to such office by the holders’
of the cutstanding voting securities of
such an annual or special! meeting, event that at
any time less than a majority of the directors of such
company holding office at {hat time ware so elected by the
holders of the outstanding voting securities, the board
of directors or brover officer of such coempany shall forth-
with cause to be held as pro i
event within sixty days a meeting of such holders for the
purpose of electing directors to fill any existing vacancies
in the board of directors unless the Commission shall by
order extend.such period. The foregoing provisions shall
not apply to members of an advisory board.

No member of the Board of Directors or any executive
official shall receiva any salary or emolument from the

the Commission after taking into consideration; the ex-
perience and qualifications of the official concerned; the
amount and nature of seeuritios -

penses of

er cent of the total investment

investors: And provided, finally,

That non-compliance with the provisions of this Act shall

cause the cancellation of jig registration and the liquidation
of its assets for redistribution to investors.

SEC, 16. Transactions of certain affiliated PETSONS and

undemm‘ters——(a) It shall be unlawful for any dffiliated

; (other than a company of
the character deseribed in section nine () (3) (A) and
(B) or any affiliated person of such a person, pPromoter, or
principal underwriter, acting as principal—

(1) Jmowingly 1o sel AN seceurity or other 1rog-
ety to such regintored ORIy o lu iy culipuany
controlled by such registered company, unless such
sale involves solaly (A) securities of which the buyer
is the issuer, or (B} securities of which the selley

* is the issuer and which are part of a general offering

to the holders of a ¢lagg of its securities

(2) knowingly to purchase from such registered
company, or from any company controlled by sueh
registered company, any security or other property
{except securities of which the seller is the issuer) :
or

(3) to borrow money or gther broperty from such
registered company or from aiy company controlled by




—m
-

= :—r*—-l—s“"“'l—'mwl'm:

e —

SEPTEMBER 5, 1560 OFFIC

IAL GAZETTE

6587

such registered company
controlled by the lender) e
tion twenty (&).

(unless the borrower is
xcept as permitted in sec-
£

(0} Notwithstanding subsection (a), any person may

file with the Commission an

application for an order

exenmpting a proposed trunsaction of the applicant from

one or more provisions of said

subsection. The Commis-

sion shall grant such application and issue such order of

exemption if evidence establishe

s that —

(1) the terms of the broposed transaction, includ-
ing the consideration to be paid or received, are reas.
onable and fair and do not involve overreaching on
the part of any person concerned :

(2) the proposed transac
policy of each registered

tion is consistent with the
investment COmpany con-

cerned, as recited in itg registration statement ang
reports filed under this Act ; and
(3) the proposed transaction is consistent with

the general purposes of thig

Act.

(c) Notwithstanding subsection (a), a person may, in

the ordinary course of business,

sell to or purchase from

any company merchandise or may enter intoc a lessor.
lessee relationship with any person and furnish the services

(d) It shall be unlawful for any affiliated person of ar

s

principal underwriter for a registered investment company

(other than 2 company of the ¢

haracter described in sec-

tion nine (b) (3) (A} and (B), or any affiliated person
of such a person or prineipal underwriter, acting as prin-

cipal to effect any transaction

cOmpany, or a company controlled by such registered com- .

in which such registered

Pany, is a joint or g joint and severa] participant with such

person, principa] underwriter,
contravention of such rules and

or affiliateq person, in
regulations as the Com-

mission may prescribe for the purpose of limiting or pre-

registered or controlled

company on a basis different from or less advantageous

than that of such other participa
this subsection shall be deemed
person from acting as manager

nt.  Nothing contained in
to preclude any affiliated

of any underwriting syn- .

dicate or other group in which such registered or con-

troled company is g barticipant

tion therefor.”

{e) It shal] Le unlawful for any aftiliated person of g

registered Investniend CONMpUnY,
of such purgoy—

and receiving tompensa.

O any adnhinted person

L]

{1) acting ag agent, to accept from any source any
compensation (other than a regular salary or wages
from such registered company) for the purchase or
sale of any praperty to or for such registered company
or any controlled company thereof, except in the

or broker: or
(2) acting ag broker, in

of securities to op by such registered company or any -

connection with the sale

controlled company thereof, to receive from any source
a commission, fee, or other remuneration for effecting
such ftransaction wwhich exceeds (A) the ususl and

customary broker’s cominiss

ion if the sale is effected
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oh a securities exchange, or (B) two per centum of
the sales price if the” sale is effected \in connection
with a secondary distribution of such securities, or
(C) one per centum of the purchase or sale price of
such securities if the sale is otherwise effected unless
the Commission shall, by rules and regulations or
order in the public interest and consistent with the
protection of investors, permit a larger commission.

(f} Every registered investment company shall place
and mainfain its securities and similar investments in
the custody of (1) a duly crganized local commercial bank
of good repute; or (2) a company which is & member of a
securities exchange as defined in the Securities Act, sub-
jeet to such rules and regulations as the Commission
mzay from time to time prescribe for the protection of
investors; or (8) such registered company, but only in
accordance with such rules and regulations or orders as
the Commission may from time to time prescribe for the
protection of investors. Rules, regulations, and orders of
the Commission under this subsection, among other things,
shall make appropriate provision with respect to such
matters as the earmarking, segregation, and hypotheca-
tion of such securities and investments, and shall provide
for or require periodic or other inspections by any or all
of the following ; independent public accountants, employees
and sagents of the Commission, and such other persons as
the Commission may designate. No such member who
trades in securities for his own account may act as cus-
todian except in accordance with rules and regulztions
preseribed by the Commission for the protection of in-
vestors.

(¢) The Commission is authorized to reguire by rules
and regulations or orders for the protection of invesfors
that any officer and employee of a registered .investment
company who may singly, or jeintly with cthers, have
access to securities or funds of any registered company,
either directly or through authority to draw upon such
funds or to direct generally the disposition of such se-
curities, be bonded by a reputable fidelity insurance com-
pany against larceny and embezzlement in- such reasonable
minimum amounts as the Commission may prescribe.

{h) After the effective date of this Act neither the
charter, certificale of incorporation, articles of associa-
tion, nor the by-luws of any registered investment com-
pany, nor any other instrument pursuant to which such
@ company js organized or administered, shall contain
any provision which protects or purports to profect any
director or officer of such company against any liability
to the company or to its security holders to which he
would otherwise be subject by reason of willful misfeas-
ance, bad faith, gross neglipence or reckless disregard
of the duties involved in the conduct of his office.

In the event that any such instrument does not at
the effective date of this Act comply with the require-
ments of this subsection and is not amended to comply
therewith, such company may nevertheless econtinue to
be a regisiered investment company and shall not be
deemed to viclate this subsection if each such director
or officer shall immedialely file with the Commission a
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walver in writing of any protective provision of the
instrument to the extent that it does not comply with
this subsection, and each such person subsequently elected
or appointed shall before assuming office file a similar
waiver.

(i} After one year from the effective date of this Act
no contract or agreement under which any person under-
takes to act as investment adviser of, or Principal under-
writer for, a registered investment company shall con-
tain any provision which protects or purports to profect
such person against any liability to such company or its
security holders to which he would ¢therwise be subject by
reason of willful misfeasance, bad faith, or gros% negli-
gence, in the performance of his duties, or by reason of his
reckless disregard of his obligations and dulies under such
contract or agreement.

In the event that any, such contract or agreement does
not at the effective date of this Act comply with the re-
quirements of this subsection and is not amended to comply
therewith prior to the expiration of said one year, this
subsection shall not be deemed to have been violated if
prior fo said expiration daie each such investment adviser
as principal underwriter shail have filed with the Commis.
sion a waiver in writing of any protective provisions of
the contract or agreement to the extent that it does not
comply with this subsection,

SEC. 17. Capital structure of invesiment companies.—
(e¢) It shall be unlawful for any registered closed-end
company to issue any class of senior security, or to seil
any such security of which it is the issuer, unless—

(1) if such class of senior security represents an
indebtedness —

(A) immediately after such issuance or sale,
it will have an asset coverage of at least three
hundred per centum;

(B} provision is made to prohibit the declara-
tion of any dividend (except a dividend payable
in stock of the issuer), or the declaration of any
other distribution, upon any class of the capital
stock of such investment company, or the purchase
of any such capital stock, unless, in every such
case, such class of senior securities has at the time
of the declaration of any such dividend or distri-
bulicn or at the time of aany such wurchase an
asset covevage of at least three Wondred” per
eortir aftsr daducting the amebrs of cueh divie
dend, distribution, or purchase pfice, as the case
may bhe, except that dividends tnay be- declared

upen any preferred stock if such senior security - -

representing indebtedness has an asset coverage
of at least two hundred per eenfum at the time
of declaration thereof after deducting the amount
of such dividend; and

(C) provision iIs magde either— _

(i} that, if on the last business day of each
twelve consecutive calendar months such class
of senior securifies shall have an assef coverage
of less than one hundred per cenfum, the holders
of auch securities voting as a class shall be
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entitled to elect at least a majority of the
members of the board of directors of such reg-
istered company,s such voting right to continte
until such class of senior security shall have
an assef coverage of one hundred and ten
per centum or more on the last business day
of each of three consecutive calendar months.
or

(ii) that, if on the last business day of each
twenty-four consecutive calendar months such
class of senior securities shall have an assat

‘coverage of less than one hundred per centum,
an event of default shall be deemed to have
occurred ;

(2) if such class of senior security is a stock—
. (A) immediately after the issuance or sale
it will have an asset coverage of at least two
hundred per centum;
~ {B) provision is made to prohibit the declara-
tion of any dividend (except a dividend payable
in common stock of the issuer), or the declara-
tion of any other distribution, upon the common
stock of such investment company, or the pur-
chase of any such common stock, unless in every
such case such class of senior security has at
the time of the declaration of any such dividend
or distribution or at the time of any such pur-
chase an asset coverage of at least twe hundred
per centum after deducting the amount of such
dividend, distribution or purchase price, as the
case may be;

(C) provision is made to entitle the holders of

_ such -senior securities, voting as a class, to elect
at last two directors at all times, and, subject
to the prior rights, if any of the holders of any
other class of senior securities outstanding, to
eleet a majority of the directors if at any time
dividends on such class of securities shall he
unpaid in an amount equal to two full years’
dividends on such securities, and to continue
to be so represenfed until all dividends in ar-
rears shall have been paid or otherwise pro-
vided for; .. X

(D) provision is made requiring gpproval by
the Bte of 2 majority of such securities, voting
us o clags, of any plan of reorganization adve}'s’._ely

©ailecting such zecurities or of any action requiring
a vote of security heolders as im seciion twelve
(e) provides; and

(E) such class of stock shall have complete
priority over any other class as to dlst:.rlbutpp
of assets and payment of dividends, which divi-
dends shall be cumulative.

(b) The assefs coverage in respect of a senicr security
in subsection (&) may be determined on

|d d f r 1 . r -
B as g‘ values calculated as of a time within forty-

the basis ¢ /
eight hours (not including Sundays or holidays) next

preceding the time of such determination. '_I‘he time of
issue or sale shall, in the case of an offaring of such
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securities to existing stockholders of the issuer, be deemed
to be the first date on which such offering is made, and
in all other cases shall be deemed to be the time as of
which a firm commitment to issue or sell and to take or
purchase such securities shall be made.

{¢) Notwithstanding the provisions ot subseciion {a) it
shall be unlawful for any registered vicsed-end  invest-
ment company to issue or seli any senior sveurity repre-
senting indebtedness if immediately thereafter such
company will have outstanding more than one c¢lass of
senior security representing indebtedness, or to issue or
sell any senior security which is a stock if immediately
thereafter such company will have outstanding more than
one class of senior security which i a stock, except that
{1} any such class of indebtedness or stovk may be issued
in one or more series: Provided, That no such series
shall have a preference or priority ever any other series
upon the distribution of the assetg of such registered
closed-end company or-in respect of the payment of
interest or dividends, and (2) promisarry notes or other
evidence of indebtedness issued in consideration of any
loan, extension, or renewal thereof, made by a bank or
other person and privately arranged, and not intended to
be publicly distributed, shall not be deemed to be a separate
R class or senior securities representing indebtedness with-
- in the meaning of this subsection,

(d) It shall be unlawful for ‘any registered invest-

ment company to issue any warrant or right to subsecribe

P to or purchase 3 security of which such company is the

issuer, except in the form of warrants or rights to sub-

Scribe expiring not later than one hundred and twenty

days after their issuance and issued exclusively and rat.

ably to be a class or classes of such company’s security

holders; except that any warrant may be issued in ex-

change for outstanding warrants in connection with a
plan of reorganization.

(e) The provisions of this section ghall not apply to
any senior security issued or sold by any registered
ciosed-end company—

(1) pursuant to any firm contraet to purchase or
sell entered into prior to the effective date of thig
Act; .
(2) for the purpose of refunding through payment,
purchase, redsmption, retirement, or exchange, any
senior security of suph ‘registurad 3 vesiment com-

'1-. '.-,

|
e

P — T

bany exeept that no senior seeuri v fonreremiing - '
debtedness shall he <o Imsned or oo ihe purpose

ol refuilding winy seuios BECULily ol o G siock )

or

- 3
(3) pursuant to any plan of reerganization (other
than for refunding as veferred to in subsection (e) ;
{2}, provided— .

: {A) that such senior securities are issued or
¥ sold for the purpose of substituting or exchang-
. . ing such senior securities,for ountstanding senior
securities, and if such senjor securities represent
indebtedness they are issued or sold for the pur-
pose of sabstituting or exchanging such senior
securities for outstandiny senior securities repre-

G065 -—-3
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senting jndebtedness, of any registered invest-
ment company \;,fhich is a party to such plan
of reorganization’; or '

(B} that the tota] amount of such genjgy securi-
ties so issued or sold pursuant tg such plan dges
not exceed the tota} amount of senjor securities
of all the companies which are parties to such

OFFICIAL GAzE TTE

effect of _incrgasmg the ratio of senior securities

when compared with such ratjog as they existed
before such reorganization.

() (1) It shan be unlawful for any registered open-
end company to 1ssue any class of senior gecurity or to
sell any senior security of which it is the issuer, except
that any such registerad company shall he permitted to

event that such asset coverage shal] at any time fall be-
low three hundred per certum - sueh registered company
shall, within three days thereaftet_' (not including Sundays
and holidays) or sueh fonger period ag the Commission
may prescribe by rules and regulations, reduce the amount

of its borrov_vmgs to an extent that the asset coverage of

Per ceritrim,

(2) “Senior security” shail notT in the case of a regis-
tered open-end company, inelede g class or clagses op
& number of sevieg of Preferred or special stock each of
which s preverred UVEr all ulller cingses or serlus in
respect of assets specifically allocsatad to that clags or
series: Provided, (A} That such company has ountstand.-
ing no clags or series of stoeck which is not so preferred
over all other classes or series; or (B) that the only
other culstanding class of the issuer's stock consist of a

rer centum of the issyer’s outstanding votmg_securities.
(g} Unless otherwise provided :.”Semo; security” Mmeans
any bond, debenture, note, or similar obligation ¢r instru-
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ment constituting a security and evidencing indebtedness,
and any stock of a class having priority over any other
class as to distribution of assets or payment of dividendas;
and “‘senior security representing indebtednesz”’ neans any
senior security other than stock.

The term “senior security”, when used in subparagraphs

- (B} and (C) of paragraph (1) of subsection (@), shal}

oot include any promissory note or other evidence of
indebtedness issued in consideration of any loan, extension
or renewal thereof, made by a bank or other person and
privately arranged, and not intended to be publicly distrib-
uted; nor shall such term, when used in this section,
include any suck- promissory note or other evidence of
indebtedness in any case where such a loan is for tem-
porary purposes only and in an amount not exceeding
five per centum of the value of the total assets of the
issuer at the time when the loan is made. A loan shall be
presumed {6 be for temporary purposes if it is repaid with-
in sixty days and is not extended or renewed: otherwise it
shall be presumad not to be for temporary purposes. Any
such presumption may be rebutted by evidence,

(k) “Asset coverage” of a class of senior security rep-
resenting an indebtedness of an issuer means the ratio
which the value of the total assets of such issuer, less all
liabilities and indebtedness not represented by senior se-
curities, bears to the aggregate amount of senior securities
representing indebtedness of such issuer. “Asset cover-
age” of a class of senior security of an issuer which is
a stock means the ratio which the value of the total assets
of such issuer, less ail liabilities and indebtedness not
represented by senior securities, bears to the aggregate
amount of senior gecurities repregenting indehtedness
of such issuer plus the aggregate of the involuntary
liguidation preference of such class of senior security
which iz a stock. The involuntary liquidation preference
of a class of senior seeurity which is a2 stock shall be
deemed to mean the amount to which such class of
senior security would be entitled on involuntary liquida-
tien of the issuer in preference to 4 security junior to it,

(i) Except as provided in subsection (a) of this zection,
or as otherwise required by law, every share of stock
hereafter issued by a registered investment company shail
be a voting stock and have equal voling rights with every
other outstanding voting stock : FProvided, That thiz sub-
section shall not apply to shares issued purss i
ferms of any warrant or subscription right
brior to the eflective date of this Act, o1 oy L
entered into Lefore the effeective Gui o ;- Lo e
chase such securities from such company )1'101‘ to shares
issued in sceordance with any rules, regulations. or orders
which the Commission may make permitting such issue.

SEC. 18. Dividends.-—It shall be unlawful for any regis-
tered investment company to pay any divdend, or fo make
any distribution in the nature of a dividend payment,
wholly or partly from any source gther than—

(1) such company’s accumulated undistributed net
income, determined in accordance with goed account-
ing praetice and including profits or losses reulized
upon the sale of securities or other properties: or

{2) such company’s earned surpius so determined
for current or preceding fiscal year;

i
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if—

unless such payment is accompanied by a written state-
ment which adequately discloses the source or sources of
such payment., The Commission may prescribe the form
gf such statement by rules and regulafions or by order
in the public interest and for the profection of investors.
It shall likewise be unlawiul to advertise such dividends
in terms of centavos or pesos per share without also stat-
ing the percentape they bear to the par value per share.
S®C. 19, Proxies: voting trusts—{a) It shall be unlaw-
ful for any person except the duly constituted custodian
to sclicit or to permit the use of his name to solicit any
roxy or consent or authorization in respect of any security
of which a registered investment company is the issuer
In contravention of such yules and regulations as the Com-
mission may preseribe as necessary or appropriate in
the public interest or for the protection of investors:
Provided, however, That no proxies shall be used as a
device  to control the management of any investment
company. -
(b) It shall be unlawful for any registered investment
company or afliliated person thereof, any issuer of a voting-
trust certificate relating to any security of a registered
investment company, or any underwriter of such a certif-
icate to offer for sale, sell, or deliver after sale, in con-
nection with a public cffering, any such voting-trust
certificate. The prohibitions of this subsection shall not
apply to a class of voting-trust certificates, if any certificate
of such class was made the subject of a public offering
vy the issuer or by or through an underwriter prior to
ine effective date of this Act.
SEC. 20. Loans by investment companies—It shall be
unlawful for any registered investment company to lend
money or property to any person, directly or indirectly,

(¢) the investment policies of such registered com-
pany, as recited in its registration statement and
reports filed under this Aef, do not permit such a
loan; or

(b) such person controls or is under common confrol
with such registered company; except that the pro-
vision of this paragraph shall not apply to the ex-
tension or renewal of any such loan made. prior to the
effective date of this Act or to any loan from a reg-
istered company to a company which owns all of the
outstanding secuvities of such registered company,
exeept directors’ qualifying shares. :

Qe O1. fue eimewi Compony prohibited to guorentee
obligations.—It shall be unlawiul for any investment com-
pany to guarantee any obligation of whatever kind or
nature.

Sgc. 22. Distribution, redemption, ond repurchase of
securities——(a) No registered investment company shall
sell any redeemable security issued by it to any person
except either to or through a principal underwriter for
distribution or at a current public offering price described
in the prospectus, and, if such class of security is being
currently offered to the public by or through an under-
writer, no principal underwriter of such security and
no dealer shall se!l any such security to any person ex-
cept a dealer, a principal underwriter or the issuer, except
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at a current public offering price described in the pro-
spectus: Prowided, however, That nothing in this subsection
shall prevent a sale made (i) pursuant to an offer of
exchange permitted by section 10 including any offer made
pursuant to clause (1) or (2) of section ten (B);
(ii) pursuant to an offer made solely to all registered
holders of the securities, or of a particular class ar series
of securities issued by the company proportionate to their
holdings or proportionate to any cash distribution made to
thein by the company (subject to appropriate qualifications
designed solely to avoid issuance of fractional securities) ;
or (iii) in accordance with rules and regulations of the
Lommission made pursuant to section eleven (D) : Prowvided,
further, That no investment Company shall sel] any se-
curity issued by it to any person who is not s Filipino
citizen or any company or entity sixty per cent of the
capital of which is not owned by Filipino citizens, when
the effect of such sale would be a violation or circum-
vention of Section one, Article XIII of the Constitution
on the limitation of the disposition, exploitation, devel-
opment or utilization of the natural resources of the
Philippines nor shall said company sell any such security
to any person when the effect of such sale would be a
violation or circumvention of Section thirteen, subpara-
graph five of the Corporation Law regarding the limitation
of ownership by individuals or corporations to fifteen
per cent of the capital of corporations engaged in mining
or agriculture.

(b) The provisions of the Corporation Law (Act Num.
bered Fourteen hundred and fifty-nine, as amended) not-
withstanding, ne registered investment company shall sng-
pend the right of redemption or postpone the date of
payment or satisfaction upon redemption of any redeems-
able security in accordance with its terms as appears in
its prospectus, for more than seven days after the tender
of such security to the company or its agent designated
for that purpose for redeempfion except—

(1) for any period (A) during which the Manila
Stock Exchange is closed other than customary week-
end and holiday closings or (B) during which trading
on the Manila Stock Exchange is restricted;

(2) for any period during which an emergency
exists as a result of which (4) disposal by the com-
pany of securities owned by it is not reasonably prac-
ticable or (B) it is not reasonably practicable for
such company fairly te determine the valide of sifs
net assets: or P

(6} for such other periods as the Lommission may
by order permit for the protection of security holders
of the company.

The Commission shall by rules and regulations determine
the conditions under which (i) trading shall be deeied
to be restricled and (ii) an emergency shall be deemed
to exist within the meaning of this subsection. Any
company which, prior to the effecttve date of thig Act,
was required by provision of its charter, certificate of
incorperation, articles of association, or trust indenture, or
of a by-law or regulation duly adopted thereunder, to
postpone the date of payment or satisfaction upon redemp-
tion of redeemable securities issued by it, shall be exempt

[




OFFICIAL GAZETTE Vou. 56, No. 36

from the requirements of this subsection; but such exemp-
tion shall terminate upon the expiration of one year from
the effective date of this Act, or upon the repeal or

amendment of such provision, orf upol the sale by such
company after the effective date of this et of any secu-
rity (other than shovt-term paper) of which it is the 1ssuer,
whichever first occurs.

(¢) No registered open-end company ghall restrict the
transferability or negotiability of any security of whic
it is the issuer except in conformity with the statements
with respect therefo contained in its registration statement
nor in contravention of such rules and regulations 28 the
Commission may prescribe in the interests of the holders of
all of the outstanding securities of such investment com-
pany.
(@) No registered open-end campany ghall issue any
of its securities (1) for services; or (2) for property other
than eash or securities (including securities of which such
registered company is the issuer), except as a dividend or
distribution to its security holders or in connection with 2
regorganization.

{e) The pertinent provisions of section seventeen of the
Corporation Law (Act Numbered Fourteen hundred and
fifty-nine, as arnended) or any other provision of the said
law in conflict with this sectionm, shall not apply to a
registered open-end company.

QEC. 23. Distribution and repurchase of securities; closed-
end companies—{a} No registered closed-end company
shall issue any of its securities (1) for services; or (2)
for property other than cash or securities (including se-
curities of which such registered company is the issuer),
except as a dividend or distribution to its security helders

or in connection with a reorganization.

(b) No registered closed-end company shall sell any
common stock of which it is the issuer at a price below
the current net asset value of such stock, exclusive of
any distributing commission or discount (which net asset
value shall be determined as of a time within forty-eight
hours, excluding Sundays and holidays, next preceding the
time of such determination), except (1) in connection .
with an offering to the holders of one or .Imore classes
of its capital stock; (2) with the consent of a majority
of its common stockholders; (3) upon conversion of a
convertible security in accordance with its terms; (4)
upon the exercise of any warrant outstanding pricr 1o
the effective date of this Aet or issued 1IN accordanee
with vie piuvisions ol goclivi cighioan (0 oF {7} nder
such other ecircumstances a3 the Commission may permit by
Fules and reculations or orders for the protection of

investors.

(¢) No registered cloged-end company shall purchase
any securities of any class of which it is the issuer
except— :

(1} on a securities exchange or such other open
market as the Commission may designate by rules
and resulations or orders: provided, That if such se-

curities are stock, such vegistered company shall,
within the preceding six months,
stockholders of its intention to pur

have informed
chase stock of
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such class by letier or report addressed to stock-
holders of such class; or

(2) pursuant to tenders, after reasonable oppor-
tunity to submit fenders given to all holders of se-
curities of the class to be purchased; or

{3) under such other circumstances as the Com-
mission may permit by rules and regulations or or-
ders for the protection of investors in order to
insure that such purchases are made in 8 manner or
on a basis which does not unfairly discriminate
against any holders of the class or classes of se-
curtties to be purchased.

" SEc. 24. Registration of securities under the Securities
Act—(a) In registering under the Securities Act’ any
security of which it is the issuer, a registered invest-
ment company, in liea of furnishing a registration state-
ment containing the information and decuments specified
in section seven of the said Act, may file a registration
statement containing the following information and doe-
uments:

(1) such -copies of the registration statement filed
by such company under this Act and of such reports
filed by such company pursuant to section twenty-seven
or.such copies of portions of such registration state-
ment and reports, as the Commission shall designate
by rules and regulations; and .

(2) such additional information and documents
(including a prospectus) as the Commission shall
prescribe by rules and regulations as necessary or
aporopriate in the public interest or for the protec-
tion of investors.

(b)Y Where the registration statement which an in-
vestment cmpany filed under this Act includes a de-
scription of itgs securities and the requirements for the
registration and/or licensing thereof under the Securities
Act have already been complied with, nc separate reg-
istration of such securifies under the latter Aect shall he
necessary.

(¢} It shall be unlawful for any registered open-end
company or for any underwriter for such a company,
in connection with a public offering of any security of
which such company is the issuer, to transmit any ad-
verftisement, pamphlet. circular, form letter, or gther sales
literature add: e-=:eri tn or Intgnded Tov r: tributio to
prospective incerbr aelass dlaa oo afee (5 3T - PG et
thereof have been hled with the Commismdn or are filed
with the Commission within ten days thereafter.

(d) The Commission is authorized to require, by rules
and regulations er order, that the information contained
in any prospectus relatmg to any periodic payment plan
certificate registered under the Securities Aet on or after
the effective date of this Act he presented in such form
and order of items, and such prospectus contain such sum-
maries of any portien of such information, as are neces-
sary or appropriate in the public interest or for the
profection of investors.
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(e) The exemption provided by section five of the
Securities Act shall not apply to any security of which
an investment company is the issuer, except that periodic
payment plan certificates” issued by a registered invest-
ment company or its agent, sub-agent, or underwriter or
by a dealer pursuant to a contract with said company,
or its agent, sub-agent, or underwriter, the proceeds of
the payments under which are invested wholly in se-
curities of which the registered investment company is the
issuer, need not be registered under the Securities Act:
Provided, That (1) the said securilies purchased with
the proceeds of the payments under the periodic payment
plan certificates shall be issued in the name of the
holder of the said certificates and (2) the ssid securities
of the issuer investment company are registered under
the Securities Act: And nprovided, That an exemption from
such registration is secured from the Commission.

SEC. 25. Reorgamization plans, reports by Commission.—
(e) Any person who solicits or permits the use of his
name to solicit any proxy, consent, autiiorization, power
of attorney, ratification, deposit, or dissent in respect
of any plan of reorganization of any registered invest-
ment company shall file with, or mail to, the Commission
for its information, within twenty-four hours after the
commencement of any such solicitation, a copy of such
plan and any deposit agreement relating thereto and of
any proxy, consent, authorization, power of attorney,
ratification, instrument of deposit, or instrument of dissent
in respect thereto, if or to the extent that such docu-
ments shall not already have been filed with the Com-
mission.

(b) No plan for the reorganization of a registered
investment company shall be ecarried out without the
prior approval of the Commission.

SEC. 26. Periodic payment plans.—(a) Yt shall he un-
lawful for any registered investment company issuing
periodic payment plan certificates, or for any underwriter
for such company, to sell any such eertificates, if—

(1) the sales Ioad on such certificates exceeds eight
per centum of the total payments to be made thereon;

{2) more than one-half of any of the first twelve
monthly payments thereon, or their equivalent, is
-deducted for salés load;

(3} the amount of sales load deducted from any
one of such fust pazments exceeds proportionately
the namount deducred from any other such payment,
or ihe amoun deducied from any subsequant pay-
ment exceeds proporticnately the amount deducted.
from any other subsequent payment:

(4} the first payment on such certificate is less
than ten pesos or any subsequent payment is less
than ten pesos.

SEC. 27. Reports and fnoncial statements of invest-
ment compunies and afiliated persons-—(a) Every regis-
tered investment ecompany shall file with the Commission—

(1) such information and documents including
financial statements as the Commission may require,
on a semiannual or guarterly basis, to keep reasonably
current the information and documents contained in
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the registration statement of such company filed under
this Aect; and - ) ]

(2) copies-of every periodic or interim reporf or
gimilzar eommunication containing financial statements
and transmitted to any class of such company’s se-
curity holders, such copies to be filed not later than
ten days atter such transmission.

Any information or documents contained in a report or
other communication to security holders filed pursuant to
paragraph (2) may be incorporated by reference in any
report subsequently or concurrently filed pursuant - to

paragraph (1).

(b) The Commission shall issue rules and regulations
permitting the filing with the Commissior. or copies of
periodic reports, or of extracts therefrom, filed by any
registered investment company pursuant to subsection (a).

(¢} Every registered investment company shall transmit
to its stockholders, at least semiannually, reports contain-
ing such of the following information and financial state-
ments or their equivalent, as of a reasonably current date,
as the Commission may prescribe by rules, and regulations
for the protection of investors, which reports shall not be
misleading in any material respect in the light of the
reports required to be filed pursuant to subsection (@):

{1) a halance sheet accompanied by 2 statement
of the aggregate value of investments on the date of
such balance sheet;

{2) a list showing the amounts and values of se-
curities owned on the date of such balance sheet;

{3) a statement of income, for the period covered
by the report, which shall be itemized at least with
respect to each category of income and ‘expense

representing more than five per centum of total income

Or expense;
(4) a statement of surplus, which shall be itemized
at least with respect to each charge or credit to the

surplus account which represents more than five per-

centum of the total charges or credits during the
report covered by the report;

(5) a statement of fthe agpregafte remuneration
paid by the company during the period covered by the
report (A) to all directors and to all members of
any advisory board for regular compensation; (B)
to each director and to each membz2r of an advisory
board for svecia! compenszation: {C} in all officarty;
and ) to ench persan of whoarm anv 2™ %ar ar dirariar
Ul e vwltigdng e i alilhaied person;tand

{6) a statement of the aggregate pedo amounts of
purchases and sales of investment securities, other
than Government securities, made during the period
covered by the report: Provided, That if in the judg-
ment of the Commission any item required under this
subsection is inapplicable or inappropriate to any
gpecified type or types of inyestment company, the
Commission may by rules and regulations permit in
liew thereof the inclusion of such item of a comparable
character as it may deem applicable or appropriate to
such type or types of investment company.

(d) Financial statements contained in annual reports
reqguired pursuant to subsections (¢} and (c), if required
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by the rules and regulations of the Commission, shall be
accompanied by a certificate of independent public account-
ants. The certificate of such independent public account-
ants shall be based upon an andit not less in scope or
procedures followed than that which independent public
accountants would ordinarily make for the purpose of
presenting comprehensive and dependable financial state-
ments, and shall contain such information as the Commis-
gion may prescribe, by rules and regulations in the public

interest or for the protection of investors, as to the nature

and scope of the audit dnd the findings and opinion of the
accountants. KEach such report shall state that such in-
dependent public accountants have verified securities
owned, either by actual examination, or by receipt of =a
certificate from the custodian, as the Commission may
prescribe by rules and regulations.

(e¢) Every person who is directly or indirectly the
beneficial owner of more than ten per centum of any class
of outstanding securities (other than short-term paper) of
which a registered closed-end company is the issuer or who
is an officer, director, member of an advisory board,
investment advisor, or affiliated person of an investment

adviser of such a company shall in respect of his transae-

tions in any securities of such company (other than short-
term paper) be subject to the same duties and liahilities
as those imposed by section twenty-six (a) of the Securities
Act upon certain beneficial owners, directors, and officers
in respect of their transactions in certafn equity securities.

SeC. 28. Accounts and records-—(a) Every registered
investment company, and every underwriter, broker, dealer,
or investment adviser which is a majority-owned sub-
sidiary of such a company, shall maintain and preserve
for such period or pericds as the Commission may prescribe
by rules and regulations, such accounts, books, and other
documents as constituting the record forming the basis for
financial statements required to be filed pursuant to section
twenty-seven of this Act, and of the auditor’s certificates
relating thereto. Every investment adviser not a majority-
owned subsidiary of, and every depositor of any registered
investment company, and every principal underwriter for
any registered investment company other than a closed-end
company, 8hall maintain and preserve for such period or
periods as the Commission shall préescribe by rules and
regulations, such accounts, hooks, znd other documents
a5 are nesessary or appropriaie to record such person's
transactions with such registered company.

(L) Al ccconmis, booubs, ol alher reccrds, vequires 6
be maintained and preserved by any person pursuant to
subsection {¢), shall be subjeect at any time and from time
to time to such reasonable periodic, special and other
examinations by the Commission, or any member or rep-
resentative thereof, as the Commission may prescribe.
Any such person shall furnish to the Commission, within
such reasonable time as the Comunission may prescribe,
copies of or extracts from such records which may be
prepared without undue effort, expense, or delay, as the
Commission may by order require.

(¢) The Commission may, in the public interest or for
the protection of investors, issue rules and regulations
broviding for a reasonable degree of uniformity in the
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accounting policies and principles to be followed by regis-
tered investment companies in maintaining their accounting
records and in preparing financial statements reguired
pursuant to this Act.

(d) The Commission, upen application made by any reg-
igtered investment company, may by order exernpt a speci-
fic transaction or transactions from the provisions of any
rule or regulation made pursuant to subsection (¢), if the
Commission finds that such rule or regulation should not
reagsenably be applied to such transaetion.

SEC. 29. Accountants and auditors.—{a) After one year
from the effective date of this Act, it shall be unlawfui for
any registered investment company to file with the Com-
mission any financial statement signed or certified by an
independent certified public accountant, unless.—

(1) such accountant ghall have been selected at g

meeting held within thirty days before or after the

. beginning of the fiseal year or before the annual meet.
ing of stockholders in that year by a majority of those
members of the board of directors who are not invest.
ment advisers of, or affliated persons of an investment
adviser of, or officers or employees of, such registered
company ;

(2) such selection shall have been submitted for
ratification or réjection at the next succeeding annual
meeting of stockholders if such meeting be held, except
that any vacancy occurring between annuasl meetings,
due to the death or resignation of the accountant, may
be filled by the board of directors;

(3) the employment of such accountant shall have
been conditiqne.d upon the right of the company by

at any meeting called for the purpose to terminate
such employment forthwith without any penalty; and

{4) such certificate or report of such accountant
shall be addressed both to the board of directors of
s}ralch I;.egistered company and to the seeurity holders
thereof :

Provided, That if the selection of an accountant has bheen
rejected pursuant to paragraph (2) or his employment ter-

. minated pursuant to paragraph (8) the vacancy so ocour-

ring may be filled by a vote of a majority of the outstand-
ing voting securities, either at the meeting at which the
rejection or termination occurred or if not sq filled -then
at 2 subsequent meeting which ghal b(-r1 culléd fop ‘the
s ! : H

() No registered investment company ‘shall file with
the Commission any financial statement in ’%the DPreparation

board of directors of such company,

(¢c) The Commission is authorized, by rules and regula-
tions or order in the public interest or for the DProtection
of investors, to require accountants and auditors to keep
reports, work sheets, and other documents and papers
relating to registered investment companies for such period
or pericds as the Commission may prescribe, and to make

’
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the same available for inspection by the Commigsion or any
member or representative thereof,

SEG, - 30. Report of Settlement of vl aectiong.. {a)
Bvery registered investment tompany which ig g barty and
every affiliated person of such Company who i3 g party
defendant to any action or clajig by a registered investment
company or z security holder thereof in 4 derivative capac-
ity against ap officer, director, investment adviser,,trustee,
or depositor of _such company for an alleged breach of

(1) such action has heen compromised op settled
and such settlement op Compromise hag hag the ap-
 proval of 5 court having jurisdiction to spprove such
settlement op compromise; oy
(2) a final Judgment hay been entereq on the merits
in such section

permifted by rule, regulation, op order of the Comm.ission,
willfully to destroy, mutilate, op alter any account, book,
or other.document the Preservation of which has heen
required pursuant to section twenty-eight {a) or twenty-
nine (¢). "
() It shall pe unlawful for 20y person to make any

eight (u). Tt shall be unlawfy] for any person so filing,
transmitting, or keeping any such document tg omit tg
state thersin anv faect necessary in order to Prevent the
statements magde therein, jn the light of the circumstances
under which they were made, from being_materially mis-
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(b) It shall be uniawful for any person regis_;tered under
any section of this Act to represent or imply in any man-
ner whatsoever that such person has been sponsored,
recommended, or approved, or that his abilities or quali-
fications have in any respect been passed upon by the Re-
public of the Philippinés or any agency or officer thereof.

(¢) No provision of subaection (a) or (&) shall be con-
strued o prohibit a statement that a person or security
is registered under this Act or the Securities Act if such
statement i3 true in fact and if the effect of such registra-
tion is not misrepresented. : _

. (d) It shall be unlawful for any registered investment
company hereafter to adopt as g part of the name or title
of such company, or of any security of which it is the
issuer, any word or wordz which the Commission fnds
and by order declares to be deceptive or misleading. The
Commisgion is authorized to deny the registration of an
investment company using such name or title,

SEC. 33. Injunctions against gross misconduct and abuse

. of frust.—The Commission is authorized to reguire &

registered investment company to remove or suspend a
person serving or acting in one or more of the following
capacities who has been found guilty, after proper inves-
tigation and hearing by said Commission, of gross mis-

conduct or gross abuse of trust in respect of any such -

investment company for which such perscn 30 serves or
acts: :
(1) as officer, director, member of an advisory
board, investment adviser, or depositor; or
(2) as principal underwriter, if such registered
company is an open-end company.

The suspension shall be for such period of time as the
Commission, in its discretion, shall deem appropriate,

SEC. 34. Theft and estafa.-—Whoever steals, unlawfully
abatracts, unlawfully and wilfully converts to his own use
or to the use of another, or embezzles any of the moneys,
funds, securities, credits, property, or assets of any regis-
tered investment company shall be deemed -guilty of a
crime, and upon convietion thereof shall be subject to the
penalties provided in section forty of the Securities Act,

SEC. 85. Rules, regulations, and orders; general powers
of Commission.—(a) The Commission shall have authority
from time to time to make, issue, amend, and rescind
such rules and regulations and such orders a8 are necessary
or apprepriate to the exvercise of the powers conferred
upon the Commission slgewhere in this- Act, including rules
and regulations defining accounting, technical, and trade
terms used in this Act, and prescribing the form or forms in
which information required in registration statements,
applications, and reports to the Commission shall be set
forth. . For the purposes of its rules or regulations the
Commisgsion may classify, persons, gecurities, and other
matters within its jurisdiction’ and prescribe different re-
quirements for different classes of persons, securities, or
matters.

{b) The Commission, by such rules and regulations
or order as it deems necessary or appropriate in the
public interest or for the protection of investors, may
suspend the’ operation of the stocks of companies regis-

tered in the stock exchange the quotations for which are

-
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" greatly in excess of the book value of the shares of stocks
’ ;i and may authorize the filing of any information or docu-
it ments required to be filed #ith the Commission under this
W Act by incorporating by reference any information or
e documents heretofore or concurrently filed with the Com-
e mission under this Act.
i (¢) No provision of this Act imposing any liability shall
t\ apply to any act done or omitted in good faith, in- con-
i formity with any rule, regulation, or order of the Com.

mission, notwithstanding that such rule, regulation, or
order may, after such act or omisgion, be amended or
rescinded or be determined by judicial-or other authority
to be invalid for any reason.

SEC. 36. Rules and regulotions; procedure for issuance —
The rules and regulations of the Commissiori under this
Act, and amendments thereof, shall be effective upon pub-
lication in the manner which the Commission shall pre-
scribe, or upon such later date as may be provided in
such rules and regulations.

SEC. 37. Orders; procedure for issusnce.—(a) Orders
of the Commission under thig Act shall be issued only after
appropriate notice and opportunity for hearing. Notice -
to the parties on a proceeding before the Commission-shall -
: be given by personal service upon each party or by regis-
i : tered mail or confirmed telegraphic notice to the party’s
* last known business address. Notice to interested persons,
if any, other than parties may be given in the same manner.

() The Commission may provide, by appropriate rules
or regulations, that an application verified under oath may
. be admissibie in evidence in a proceeding before the Com-
gy . mission and that the record in such a proceeding may
o consist, in whole or in part, of such application. :
* {¢} In any proceeding before the Commission, the Com-

: mission, in accordance with such rules and regulations ag it
may prescribe, shall admit as a party any interested Gov-
ernment agency, and may admit as a party any represent-
ative of interested security holders, or any other person
whose participation in the proceeding may be in the public

- interest or for the protection of investors. o

SEC. 38. Hearings by Commission.—Hearings may be
public and may be held before the Commission or any
officer or officers of the Commission designated by it, and
appropriate records thereof shall be keapt. ‘

SEC. 38, Enforcement of this Agt.—(a) The Commission
may make such investigations as it deems necessary to
determine whether any persen has violated or is about to
violate any provision of this Act or of any rule, regulation,
or order thereunder, or to determine whether any action
in any court or any proceeding before the Commission
shall be inetituted under this Act againgt a particular
berson or persons, or with respect to a particular tran-
saclion or transactions. The Comrnission shall permit
any person to file with it 2 statement in writing, under

" oath or otherwise as the Commission shall determine, as
to all the facts and circumstances concerning the matter

) to be investigated. \

(0) TFor the purpose of any investigation or any other
proceeding under this Act, the Commission, or any officer
thereof designated by it, empowered to administer caths
and affirmations, subpoena witnesses, compel their atten-
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dance, take evidence, and require the production of any
books, papers, Correspondence, memoranda, contraqt.s,
agreements, or other records which are relevant or materig]

o the inquiry.

to (c) Inqca?e’ of contumacy by, or refusgl to obey a sub-

DPoena issued to, any person, the_ Comnnss:on'may avail

itself of its powers under Republic Act N umbered Eleven

Jurisdiction of which such investigatiop or proceeding js
carried on, or where 8uch person regides Or .carries on
business, in requiring the attendance and testimony of

under investigation or in question; any failyre to aobey
such order of the court may be Dbunished by such court
43 a contempt thereof. . Any person who without just
cause shall fail or refuge to atlend and testify or to an-
awer any lawful inquiry or to Produce hooks, papers,
correspondence, memoranda, confracts, agreements, or
other records, if in hia Or its power so to do, in obedience tg

the subpoena of the Conmssion. shall upoy, convictions, he

subject w0 a fine of 1ot more than two thousand pesos or
imprisonment for a term of not more than one year,
or both, .
(d) No person shall he excused from attending ang
testifying or from Producing books, Dapers, E:orrespondence,
memoranda, contract, agreements, or gthey records and
documents before the Comm_ission, or in obedience to the
subpoena of the Commission op any officer designated by
it, or in any cause gr Droceeding ingtituted by the Com.
mission, on the ground that the testimony or- evidence, doc-
umentary or otherwise, required of him may tend to j
crim.inat-e "n} or subject him tq a penalty or forfeiture ;

Or produce evidence, documentary or otherwise, after hav-
ing claimed h1s_ Privilege againgt se]f—incrimjnation, except
that such Individua] gy Lestifying shajl not be exempt from

Drosecution. ang Punizhment fop perjury committed ipsso
testifying,

_ 1
{6) Whenever it stz appear to the Commission that
any person hag ehgaged or is ahoyt to
Or practice constituting 5 violation of any

to desist from committing guch act or practiee and enforce
the same in accordance with jtg Powers ungd
Act Numbered Eleven hlmdreﬂ forty-three.
mission, in ity discretion, may als i i
Court of First Instance of Manila to enjoin such
Practices and to enforee compliance with this Act or
rule, regulation, or order thereunder
such person hag engaged or jg about t

B605
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Or decree or restraining order shall be granted without
bond :-- Provided, however, That no such certificate of
authority shall be issued by the Securities and Exchange
Commissicner unless the applicant for agent, sub-agent or
investment solicitor shall have passed a written examina-
tion given for the purpose by the Securities and Exchange
Commission or the said applicant possesses g college degree.
In any broceeding under this subsection to enforce com-
pliance with section seven, the court as a court of equity
may, to the extent it deems necessary or appropriate,
take exclusive jurisdiction andg bossession of the invest
ment company or companies involved and the books,
records, snd agsets thereof, wherever located; and the
court shall have jurisdiction te appoint a trustee, who
with the approval of the court shall have power o dispose

who, in his discretion, may institute the appropriate
criminsl Proceedings under this Act. . '
SEC; 40. Agents and Investment Solicitors.—Né invest-
ment company deing business within the Philippines or
agent thereof ghall pay any commission or other compen-
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- “from any investment company doing business in the Philip-
pines or from the agent or underwriter thereof, without
first getting a certifieate of authority so to act from the
Securities and Exchange Commissioner, which must be re-
newed annually in the first day of J anuary and not later
than the fifteenth day of March. Such certificate shall be
issued by the Securities and Exchange Ccmmissiongr only
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change Commissioner shall have the right to refuse to
135ue or renew and to revoke any such certificate §n his
discretion, Ng such certificate ghall be valid, however,

ny person who for compensation solicits or obtzing in.
vestments on be!;alf of any investment company or its
agent or underwriter op transmits for a person other than
himself an investment or application for investment in
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an investment company or offers or assumes to act as an
agent or investment solicitor of an investmept company,
shall be an investment agent or investment solicitor within
the intent of this section and shall thereby become liable
to all the duties, requirements, liabilities, and penalties
to which such a person is subject. _

Any person or company viclating the provisions of this
section shall upon conviction, be subject to a fine of five
hundred pesos. Upon the conviction of any person acting
as agent, sub-agent, investment solicitor, or broker for the
commission of any. offense connected with the business
of an investment company, the Securities and Exchange
‘Commissioner shall immediately revoke the certificate of
authority issued to him and no such certificates shall there-
after be issued to such convieted person,

The Securities and Exchange Commissioner shall issue
such rules and regulations as he may deem hecessary for
the enforcement and implementation of the provisions of
this section,

SEC. 41. Court review of orders.—Any person or party
dggrieved by an order isaged by the Commission under
this Act may obtain a review of such order in accordance
with the provisions of section thirty-five of the Securities
Act, as amended.

SEC. 42, Disclosure_of information filed with Commis- .
sion; copies.—(a) The information contained in any reg-
istration statement, application, report, or other document
filed with the Commission pursuant to any provision of
this Act or of any rule or regulation thereunder (as
distinguighed from any information or document trans-
mitted to the Commission) shall be made availalle to the
public, unless and except insofar as the Commission, by

rules and regulations upon its own motion, or by order
upon application, finds that public disclosure is neither
II€CeS3ary mnor appropriate in the public interest or for
the protection of investors. It shall be unlawful for any

(B) Photostatic or other copies of information contained
in documents filed with the Commission under this Aet
and made avajlable to the public shall be furnished any
berson at such reasonable charge and underisuch reason-
able limitation ag the Commission shall presgribe.

ing the work of the Commission under this Act, with gueh
information, data, and recommendations for further legis-
lation in connection therewith as it may find advigable.

SEC. 44. Fees; additional personnel; Commissioners
Compensation.—(a) The Commission is authorized to
charge and collect the following fees:

(1) For registering an investment company--One
hundred pesos. If the securities of the company are
likewise registered, the schedule of fees prescribed in
the Securities Act shall instead be applied.

008648——u
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(2) For EVery examination of the finaneia] condition
of an investment £0mpany-—Ope hundred Pesos,
The Commission I8 authorized to conduct such exam.
ination gzg4 often ag may be Decessary in the publie
interest or for the protection of investors,

Or each exemptloanhjrty pesos.

Iment company—PRijve Pesos,

Every right, Drivilege, exemption or registration Under

IS Act sha]l be scught from the Commission in the
form of g Petition for Which the corresponding fee herein
authorized “tq be collecteq shall be paig before any action
i3 taken thereon, The grant or denial of the betition ghal
be in the form of an order issyed by the Commission.

0 denia], withdrawal or abandonement of the petition
shall be g ground for the refung of the fee paiqg therefor,

(b) For the effective implementation and enforcement
of thig Act, the Tollowing additional] Positions in the Secur-
ities and Exchange Commissign are hereby authorized tg
be created by the Commission:

One Lega] Officer at six thousand five hundred fifty-two
DESOS per annyy,

e Legq.l Officers gt five thousang three hundred

pPesos pey onnum; and

0 Clerks at two thousang four hundred fifty-four -
Pesos each per annum, _

-

ke Court of First Instance,

SEC. 45, Appropm‘ai:ion; assessment.—To CArTy out the
Purposes of thig Act, the Commission is. hereby authorized
to spend its income under thig Act, Should the Commig-
sion’s tota] Income under thig Act in any year be less than

its tota} expenditu_res 23 certified by the Securities and
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sttt made in violation of any provision
ile, regulation, or order thereunder,
«ritofore or hereaftey made, the per-
~wulves the violation of, or the con--
onship or practice in violation of,
any provigion i 1hin Act or any rule, regulation, or order

‘sl thereunder, i void (1) as regards the rights of
: any person wiw, in viglation of any such provision, rule,
regulafion, or «riuy vhall have made or engaged in the
performance of ich contraet, and (2) as regards the

rights of any : who, not being a barty to such .

v iranired any right thereunder with : -

{b) Every v
of this Act or ¢
and every cantr: ..
formance of .. .3
tinuance of

- coniract, shai} i. :
actual knowledye f {hHe facts by resson of which the
making or pe:f ‘© of such contract was in violation

of any such pie i i, vule, regulation, or order,
SEC. 47. Procas Ly, wolation of Act; obstructing com-~
vlionce—~—(e) Ii 1ol Le unlawful for any person, directly
or indirectly, i . . ic be done any act or thing through
or by means of ¥ wther person which it would be un-
lawful for sucl, #:¥Yriu to de under the Dprovisions of this
Act or any rule, 1.y uhution, or order thereunder, -
(0) It shall be 1 lowful for any person without just
cause to hindsy, dulay, or obstruet the making, filing, or
keeping of any nfnrmation, document, report, record, or
account required i ha made, filed, or kept under any.
provision of (his Act or any rule, regulation, or order
thereander.
" SEc. 48, Fereltica-— Unlegs otherwize specifically pro-
vided elsewherc i3 t)in Aet, any person who violates any
provision of this Act or of any rule, regulation, or order
thereunder, or S Tevzon who in any registration state.
ment, applicatic wrt, account, record, or other docu-
ment filed or 4l tteg bursuant to this Act or the
keeping of whick ic “rquirved pursuant to section twenty-
eight (2) of thig e makes any untrge statement of fact
OF omits to state any 7ot lecessary in order fo prevent the
statements m=de iTeo, from being materially misleading
in the light of . . -umstances under which they were . s
made, shall upnrn . vviction he fined not more than fifty .
thousand pesos (.1 izniiizoned for not more than five years,
- or both.
SEC. 49, EfFaci oy raisting low and repealing clouge
The rights cugd widies provided by this Act shall be
in addition 1o sy wnd all other rights and remedies
that may now “xixi, bt no person permitted to rhaintaid
a suit for 1., Coid omder the provisiams of this Aet
shall Yecover, il ...l satisfaction of judgment in ome or
more actions, 1 1] imount in excess of hig actual
damages on ace ot . T the get complained of, .
Paragraph (y) .* rection one hundred ninety-four of i '
Commonwealth “Twinbered Four hundred sixty-six, ag
amended by o three of Republie Act Numbered
Forty-two, is 1 Jdier Cmended to read as follows:

“Stocklrel e “mcludes all persong whose business
it is, for 1 ¢Ivos ag such brokers or for other
brokers, i nigetinte purchages or sales of stock,
bonds, cxelgien, Tullion, coined money, bank notes,
promissory -wdee gy other securities; but doeg nat
include Bhlervys ferg for one or more investment

——

'

1

companies g (\Zued in the Investment Company
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Act; “dealer in securities” includes all persons who
for their own account are-engaged in the gale of
stock, bonds, exchange, bfllion, coined roeney, bhank
notes, promissory notes or other securities.”

All laws, Acts, parts of Acts, Rules of Court, executive
orders, and adwministrative regulations which are incon-
sistent with thig Act are hereby repealed.

SEC. B0. Separability of provisions —If any provigion of
this Act shall be held invalid, the remainder of the Act
shall not be affected therehy.

SEC. 51. Effective date.—This Act shall take effect upen
its approval.

Approved, June 18, 19690,




