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This study examined the regulatory framework of Investment Company Act of 1940
and its significance in the U.S. capital market. The Act has its unique regulatory provisions amending
state"s corporate law. These include the provisions regulating transactions of certain affiliated
persons, capital structure, dividends, proxies; voting trusts; circular ownership, loans, distribution
and repurchase of securities issued by closed-end companies, plans of reorganization. In this study, 1
examined the origin of these provisions at first in order to understand the historical reasons why these
provisions were introduced in 1940. Next 1 focused on the functions of these provisions in specific
scenes; reorganization of investment companies, regulating venture capital companies, and the activism of
investment companies. 1 examined what problems arise when the 1940s act apply in these scenes and how the
SEC cope with these problems by issuing rules, regulations and exemptive orders.
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