
Sixty-second Legislative Assembly of North Dakota 
In Regular Session Commencing Tuesday, January 4, 2011

HOUSE BILL NO. 1091
(Judiciary Committee)

(At the request of the Securities Commissioner)

AN ACT to amend and reenact subsection 5 of section 10-04-10.1 of the North Dakota Century Code, 
relating to investment advisory contracts.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Subsection 5 of section 10-04-10.1 of the North Dakota Century Code 
is amended and reenacted as follows:

5. It is  unlawful  for  any  investment  adviser  to  enter into,  extend,  or  renew any  investment 
advisory contract unless itthe investment advisory contract provides in writing that:

a. The investment adviser shallmay not be compensated on the basis of a share of capital 
gains, earnings, or capital appreciation of the funds or any portion of the funds of the 
client. This subdivision does not prohibit an investment advisory contract that provides for 
compensation based on the total  value of a fund determined as of a definite date or 
averaged as of definite dates or over a definite period. This subdivision does not prohibit 
an  investment  advisory  contract  that  provides  for  performance  fees  permitted  and 
determined  in  accordance  with  section  205  of  the  Investment  Advisers  Act  of  1940 
[Pub.     L. 768; 54 Stat. 852; 15     U.S.C. 80b-5] and the rules adopted thereunder.  

b. An assignment of the investment advisory contract may not be made by the investment 
adviser unless the investment adviser notifies the client of the intended assignment and 
obtains the prior written consent of the client.

c. The investment adviser shall provide written notice to the client within fifteen days of any 
change of ownership in excess of five percent.

d. The investment adviser shall provide written notice to the client within fifteen days of a 
change of controlling interest of  the investment adviser.  The client may terminate the 
investment  advisory  contract  without  penalty  by  providing  a  written  notice  to  the 
investment adviser within thirty days after the client's receipt of the notice of change of 
controlling interest.
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____________________________ ____________________________
Speaker of the House President of the Senate

____________________________ ____________________________
Chief Clerk of the House Secretary of the Senate

This  certifies  that  the  within  bill  originated  in  the  House  of  Representatives  of  the  Sixty-second 
Legislative Assembly of North Dakota and is known on the records of that body as House Bill No. 1091.

House Vote: Yeas 91 Nays 0 Absent 3

Senate Vote: Yeas 47 Nays 0 Absent 0

____________________________
Chief Clerk of the House

Received by the Governor at ________M. on _____________________________________, 2011.

Approved at ________M. on __________________________________________________, 2011.

____________________________
Governor

Filed in this office this ___________day of _______________________________________, 2011,

at ________ o’clock ________M.

____________________________
Secretary of State




