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(2) File the financial statements and
additional information with the Com-
mission under cover of Form 8-K (17
CFR 249.308); provided, however, that
such financial statements and related
information need not be filed sepa-
rately if the registrant is filing reports
pursuant to Section 13(a) or 15(d) of the
Exchange Act.

[67 FR 18043, Apr. 28, 1992, as amended at 79
FR 47957, Aug. 14, 2014; 86 FR 2129, Jan. 11,
2021]

FORM AND CONTENT OF PROSPECTUSES

§230.420 Legibility of prospectus.

(a) The body of all printed
prospectuses and all notes to financial
statements and other tabular data in-
cluded therein shall be in roman type
at least as large and as legible as 10-
point modern type. However, (a) to the
extent necessary for convenient presen-
tation, financial statements and other
tabular data, including tabular data in
notes, and (b) prospectuses deemed to
be omitting prospectuses under rule 482
(17 CFR 230.482) may be in roman type
at least as large and as legible as 8-
point modern type. All such type shall
be leaded at least 2 points.

(b) Where a prospectus is distributed
through an electronic medium, issuers
may satisfy legibility requirements ap-
plicable to printed documents, such as
paper size, type size and font, bold-face
type, italics and red ink, by presenting
all required information in a format
readily communicated to investors,
and where indicated, in a manner rea-
sonably calculated to draw investor at-
tention to specific information.

[63 FR 3878, Feb. 10, 1988, as amended at 61
FR 24655, May 15, 1996]

§230.421 Presentation of information
in prospectuses.

(a) The information required in a pro-
spectus need not follow the order of the
items or other requirements in the
form. Such information shall not, how-
ever, be set forth in such fashion as to
obscure any of the required informa-
tion or any information necessary to
keep the required information from
being incomplete or misleading. Where
an item requires information to be
given in a prospectus in tabular form it

§230.421

shall be given in substantially the tab-
ular form specified in the item.

(b) You must present the information
in a prospectus in a clear, concise and
understandable manner. You must pre-
pare the prospectus using the following
standards:

(1) Present information in clear, con-
cise sections, paragraphs, and sen-
tences. Whenever possible, use short,
explanatory sentences and bullet lists;

(2) Use descriptive headings and sub-
headings;

(3) Avoid frequent reliance on glos-
saries or defined terms as the primary
means of explaining information in the
prospectus. Define terms in a glossary
or other section of the document only
if the meaning is unclear from the con-
text. Use a glossary only if it facili-
tates understanding of the disclosure;
and

(4) Avoid legal and highly technical
business terminology.

NOTE TO §230.421(b): In drafting the disclo-
sure to comply with this section, you should
avoid the following:

1. Legalistic or overly complex presen-
tations that make the substance of the dis-
closure difficult to understand;

2. Vague ‘‘boilerplate’ explanations that
are imprecise and readily subject to different
interpretations;

3. Complex information copied directly
from legal documents without any clear and
concise explanation of the provision(s); and

4. Disclosure repeated in different sections
of the document that increases the size of
the document but does not enhance the qual-
ity of the information.

(c) All information required to be in-
cluded in a prospectus shall be clearly
understandable without the necessity
of referring to the particular form or to
the general rules and regulations. Ex-
cept as to financial statements and in-
formation required in a tabular form,
the information set forth in a pro-
spectus may be expressed in condensed
or summarized form. In lieu of repeat-
ing information in the form of notes to
financial statements, references may
be made to other parts of the pro-
spectus where such information is set
forth.

(d)(1) To enhance the readability of
the prospectus, you must use plain
English principles in the organization,
language, and design of the front and
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otherwise than for the purpose of de-
laying the effective date thereof, or if
the post-effective amendment has been
amended, the nine-month period shall
be computed from the date of the latest
such amendment.

(a) A notice will be sent to the reg-
istrant, and to the agent for service
named in the registration statement,
by registered or certified mail, return
receipt requested, addressed to the
most recent addresses for the reg-
istrant and the agent for service re-
flected in the registration statement.
Such notice will inform the registrant
and the agent for service that the reg-
istration statement or amendment is
out of date and must be either amended
to comply with the applicable require-
ments of the Act and the rules and reg-
ulations thereunder or be withdrawn
within 30 days after the date of such
notice.

(b) If the registrant or the agent for
service fails to respond to such notice
by filing a substantive amendment or
withdrawing the registration state-
ment and does not furnish a satisfac-
tory explanation as to why it has not
done so within such 30 days, the Com-
mission may, where consistent with
the public interest and the protection
of investors, enter an order declaring
the registration statement or amend-
ment abandoned.

(c) When such an order is entered by
the Commission the papers comprising
the registration statement or amend-
ment will not be removed from the
files of the Commission but an order
shall be included in the file for the reg-
istration statement in the following
manner: ‘‘Declared abandoned by order
dated  .”

[47 FR 11446, Mar. 16, 1982, as amended at 76
FR 71876, Nov. 21, 2011]

INVESTMENT COMPANIES; BUSINESS
DEVELOPMENT COMPANIES

SOURCE: Sections 230.480 through 230.485 ap-
pear at 47 FR 11446, Mar. 16, 1982, unless oth-
erwise noted.

NOTE: The rules in this section of regula-
tion C (§§230.480 to 230.488 and §§230.495 to
230.498) apply only to investment companies
and business development companies. Sec-
tion 230.489 applies to certain entities ex-
cepted from the definition of investment
company by rules under the Investment

§230.481

Company Act of 1940. The rules in the rest of
Regulation C (§§230.400 to 230.479 and
§§230.490 to 230.494), unless the context spe-
cifically indicates otherwise, also apply to
investment companies and business develop-
ment companies. See §230.400.

§230.480 Title of securities.

If a registration statement is pre-
pared on a form available solely to in-
vestment companies registered under
the Investment Company Act of 1940,
or a business development company
which is selling or proposing to sell its
securities pursuant to a registration
statement which has been filed under
the Act, wherever the title of securities
is required to be stated there shall be
given such information as will indicate
the type and general character of the
securities, including the following:

(a) In the case of shares, the par or
stated value, if any; the rate of divi-
dends, if fixed, and whether cumulative
or non-cumulative; a brief indication of
the preference, if any; and, if convert-
ible, a statement to that effect.

(b) In the case of funded debt, the
rate of interest; the date of maturity,
or, if the issue matures serially, a brief
indication of the serial maturities,
such as ‘“‘maturing serially from 1950 to
1960”’; if the payment of principal or in-
terest is contingent, an appropriate in-
dication of such contingency; a brief
indication of the priority of the issue;
and, if convertible, a statement to that
effect.

(¢c) In the case of any other kind of
security, appropriate information of
comparable character.

§230.481 Information
prospectuses.

required in

Disclose the following in registration
statements prepared on a form avail-
able solely to investment companies
registered under the Investment Com-
pany Act of 1940 or in registration
statements filed under the Act for a
company that has elected to be regu-
lated as a business development com-
pany under Sections 55 through 65 of
the Investment Company Act (156 U.S.C.
80a-54—80a—64):

(a) Facing page. Indicate the approxi-
mate date of the proposed sale of the
securities to the public.
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(b) Outside front cover page. If applica-
ble, include the following in plain
English as required by §230.421(d):

(1) Commission legend. Provide a leg-
end that indicates that the Securities
and Exchange Commission has not ap-
proved or disapproved of the securities
or passed upon the accuracy or ade-
quacy of the disclosure in the pro-
spectus and that any contrary rep-
resentation is a criminal offense. The
legend may be in one of the following
or other clear and concise language:

Example A: The Securities and Exchange
Commission has not approved or disapproved
these securities or passed upon the adequacy
of this prospectus. Any representation to the
contrary is a criminal offense.

Example B: The Securities and Exchange
Commission has not approved or disapproved
these securities or determined if this pro-
spectus is truthful or complete. Any rep-
resentation to the contrary is a criminal of-
fense.

(2) “Subject to Completion’ legend. (i)
If a prospectus or Statement of Addi-
tional Information will be used before
the effective date of the registration
statement, include on the outside front
cover page of the prospectus or State-
ment of Additional Information, a
prominent statement that:

(A) The information in the pro-
spectus or Statement of Additional In-
formation will be amended or com-
pleted;

(B) A registration statement relating
to these securities has been filed with
the Securities and Exchange Commis-
sion;

(C) The securities may not be sold
until the registration statement be-
comes effective; and

(D) In a prospectus, that the pro-
spectus is not an offer to sell the secu-
rities and it is not soliciting an offer to
buy the securities in any state where
offers or sales are not permitted, or in
a Statement of Additional Information,
that the Statement of Additional Infor-
mation is not a prospectus.

(ii) The legend may be in the fol-
lowing language or other clear and un-
derstandable language:

The information in this prospectus (or
Statement of Additional Information) is not
complete and may be changed. We may not
sell these securities until the registration
statement filed with the Securities and Ex-
change Commission is effective. This pro-

17 CFR Ch. Il (4-1-23 Edition)

spectus (or Statement of Additional Infor-
mation) is not an offer to sell these securi-
ties and is not soliciting an offer to buy
these securities in any state where the offer
or sale is not permitted.

(iii) In the case of a prospectus that
omits pricing information under
§230.430A, provide the information and
legend in paragraph (b)(2) of this sec-
tion if the prospectus or Statement of
Additional Information is used before
the initial public offering price is de-
termined.

(c) Table of contents. Include on either
the outside front, inside front, or out-
side back cover page of the prospectus,
a reasonably detailed table of contents.
It must show the page number of the
various sections or subdivisions of the
prospectus. Include this table of con-
tents immediately following the cover
page in any prospectus delivered elec-
tronically.

(d) Stabilization and other transactions.
(1) Indicate on the front cover page of
the prospectus if the underwriter has
any arrangement with the issuer, such
as an over-allotment option, under
which the underwriter may purchase
additional shares in connection with
the offering, and state the amount of
additional shares the underwriter may
purchase under the arrangement. Pro-
vide disclosure in the prospectus that
briefly describes any transaction that
the underwriter intends to conduct
during the offering that stabilizes,
maintains, or otherwise affects the
market price of the offered securities.
Include information on stabilizing
transactions, syndicate short covering
transactions, penalty bids, or any
other transactions that affect the of-
fered security’s price. Describe the na-
ture of the transactions clearly and ex-
plain how the transactions affect the
offered security’s price. Identify the
exchange or other market on which
these transactions may occur. If true,
disclose that the underwriter may dis-
continue these transactions at any
time;

(2) If the stabilizing began before the
effective date of the registration state-
ment, disclose in the prospectus the
amount of securities bought, the prices
at which they were bought and the pe-
riod within which they were bought. In
the event that §230.430A of this chapter

788



Securities and Exchange Commission

is used, the prospectus filed under
§230.497(h) or included in a post-effec-
tive amendment must contain informa-
tion on the stabilizing transactions
that took place before the determina-
tion of the public offering price shown
in the prospectus; and

(3) If you are making a warrant or
rights offering of securities to existing
security holders and the securities not
purchased by existing security holders
are to be reoffered to the public, dis-
close in the prospectus used in connec-
tion with the reoffering:

(i) The amount of securities bought
in stabilization activities during the
offering period and the price or range
of prices at which the securities were
bought;

(ii) The amount of the offered securi-
ties subscribed for during the offering
period;

(iii) The amount of the offered secu-
rities subscribed for by the under-
writers during the offering period;

(iv) The amount of the offered securi-
ties sold during the offering period by
the underwriters and the price or range
of prices at which the securities were
sold; and

(v) The amount of the offered securi-
ties to be reoffered to the public and
the public offering price.

(e) Dealer prospectus delivery obliga-
tions. On the outside back cover page of
the prospectus, advise dealers of their
prospectus delivery obligation, includ-
ing the expiration date specified by
Section 4(3) of the Act (15 U.S.C. 77d(3))
and §230.174. If the expiration date is
not known on the effective date of the
registration statement, include the ex-
piration date in the copy of the pro-
spectus filed under §230.497. This infor-
mation need not be included if dealers
are not required to deliver a prospectus
under §230.174 or Section 24(d) of the
Investment Company Act of 1940 (15
U.S.C. 80a-24). Use the following or
other clear, plain language:

DEALER PROSPECTUS DELIVERY OBLIGATION

Until (insert date), all dealers that effect
transactions in these securities, whether or
not participating in this offering, may be re-
quired to deliver a prospectus. This is in ad-
dition to the dealers’ obligation to deliver a
prospectus when acting as underwriters and
with respect to their unsold allotments or
subscriptions.

§230.482

(f) Electronic distribution. Where a pro-
spectus is distributed through an elec-
tronic medium, issuers may satisfy leg-
ibility requirements applicable to
printed documents, such as paper size,
type size and font, bold-face type,
italics and red ink, by presenting all
required information in a format read-
ily communicated to investors, and
where indicated, in a manner reason-
ably calculated to draw investor atten-
tion to specific information.

[63 FR 6385, Feb. 6, 1998]

§230.482 Advertising by an investment
company as satisfying requirements
of section 10.

(a) Scope of rule. This section applies
to an advertisement or other sales ma-
terial (advertisement) with respect to se-
curities of an investment company reg-
istered under the Investment Company
Act of 1940 (15 U.S.C. 80a-1 et seq.) (1940
Act), or a business development com-
pany, that is selling or proposing to
sell its securities pursuant to a reg-
istration statement that has been filed
under the Act. This section does not
apply to an advertisement that is ex-
cepted from the definition of pro-
spectus by section 2(a)(10) of the Act
(156 U.S.C. Tib(a)(10)), §230.498(d), or
§230.498A(g) or (j)(2), or to a summary
prospectus under §230.498 or §230.498A.
An advertisement that complies with
this section, which may include infor-
mation the substance of which is not
included in the prospectus specified in
section 10(a) of the Act (15 U.S.C
T7j(a)), will be deemed to be a pro-
spectus under section 10(b) of the Act
(15 U.S.C. T7j(b)) for the purposes of
section 5(b)(1) of the Act (15 U.S.C.
TTe(®)(1)).

NOTE 1 TO PARAGRAPH (A): The fact that an
advertisement complies with this section
does not relieve the investment company,
underwriter, or dealer of any obligations
with respect to the advertisement under the
antifraud provisions of the Federal securities
laws. For guidance about factors to be
weighed in determining whether statements,
representations, illustrations, and descrip-
tions contained in investment company ad-
vertisements are misleading, see §230.156. In
addition, an advertisement that complies
with this section is subject to the legibility
requirements of §230.420.
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