
15 U.S. Code § 80a-18
Capital structure of investment companies

(a) Qualifications on issuance of senior securities
It shall be unlawful for any registered closed-end company to issue any class of senior security, or to sell 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 300 per centum;

(B) provision is made to prohibit the declaration 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 distribution or at the time of any such
purchase an asset coverage of at least 300 per centum after deducting the amount of such dividend,
distribution, or purchase price, as the case may be, except that dividends may be declared upon any
preferred stock if such senior security representing indebtedness has an asset coverage of at least 200 per
centum at the time of declaration thereof after deducting the amount of such dividend; and

(C) provision is made either—

(i) that, if on the last business day of each of twelve consecutive calendar months such class of senior
securities shall have an asset coverage of less than 100 per centum, the holders of such securities voting
as a class shall be entitled to elect at least a majority of the members of the board of directors of such
registered company, such voting right to continue until such class of senior security shall have an asset
coverage of 110 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 of twenty-four consecutive calendar months such class of
senior securities shall have an asset coverage of less than 100 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 such issuance or sale it will have an asset coverage of at least 200 per centum;

(B) provision is made to prohibit the declaration of any dividend (except a dividend payable in common
stock of the issuer), or the declaration of any other distribution, upon the common stock of such
investment company, or the purchase 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 purchase an asset coverage of at least 200 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 least 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 elect a majority of the directors if at any time dividends on such class of
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securities shall be unpaid in an amount equal to two full years’ dividends on such securities, and to
continue to be so represented until all dividends in arrears shall have been paid or otherwise provided for;

(D) provision is made requiring approval by the vote of a majority of such securities, voting as a class, of
any plan of reorganization adversely affecting such securities or of any action requiring a vote of security
holders as in section 80a–13(a) of this title provided; and

(E) such class of stock shall have complete priority over any other class as to distribution of assets and
payment of dividends, which dividends shall be cumulative.
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