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Schedule I—Condensed financial information
of registrant. The schedule prescribed by
§ 210.12–04 shall be filed when the restricted
net assets (§210.4–08(e)(3)) of consolidated
subsidiaries exceed 25 percent of consoli-
dated net assets as of the end of the most re-
cently completed fiscal year. For purposes of
the above test, restricted net assets of con-
solidated subsidiaries shall mean that
amount of the registrant’s proportionate
share of net assets of consolidated subsidi-
aries (after intercompany eliminations)
which as of the end of the most recent fiscal
year may not be transferred to the parent
company by subsidiaries in the form of
loans, advances or cash dividends without
the consent of a third party (i.e., lender, reg-
ulatory agency, foreign government, etc.).
Where restrictions on the amount of funds
which may be loaned or advanced differ from
the amount restricted as to transfer in the
form of cash dividends, the amount least re-
strictive to the subsidiary shall be used. Re-
deemable preferred stocks (§ 210.5–02.28) and
minority interests shall be deducted in com-
puting net assets for purposes of this test.

Schedule II—Valuation and qualifying ac-
counts. The schedule prescribed by § 210.12–09
shall be filed in support of valuation and
qualifying accounts included in each balance
sheet but not included in Schedule VI. (See
§ 210.4–02.)

Schedule III—Real estate and accumulated
depreciation. The schedule prescribed by
§ 210.12–28 shall be filed for real estate (and
the related accumulated depreciation) held
by persons a substantial portion of whose
business is that of acquiring and holding for
investment real estate or interests in real es-
tate, or interests in other persons a substan-
tial portion of whose business is that of ac-
quiring and holding real estate or interests
in real estate for investment. Real estate
used in the business shall be excluded from
the schedule.

Schedule IV—Mortgage loans on real estate.
The schedule prescribed by § 210.12–29 shall be
filed by persons specified under Schedule XI
for investments in mortgage loans on real es-
tate.

Schedule V—Supplemental Information Con-
cerning Property-casualty Insurance Oper-
ations. The schedule prescribed by § 210.12–18
shall be filed when a registrant, its subsidi-
aries or 50%-or-less-owned equity basis
investees, have liabilities for property-cas-
ualty (‘‘P/C’’) insurance claims. The required
information shall be presented as of the
same dates and for the same periods for
which the information is reflected in the au-
dited consolidated financial statements re-
quired by §§ 210.3–01 and 3–02. The schedule
may be omitted if reserves for unpaid P/C
claims and claims adjustment expenses of
the registrant and its consolidated subsidi-
aries, its unconsolidated subsidiaries and its
50%-or-less-owned equity basis investees did

not, in the aggregate, exceed one-half of
common stockholders’ equity of the reg-
istrant and its consolidated subsidiaries as of
the beginning of the fiscal year. For purposes
of this test only the proportionate share of
the registrant and its other subsidiaries in
the reserves for unpaid claims and claim ad-
justment expenses of 50%-or-less-owned eq-
uity basis investees taken in the aggregate
after intercompany eliminations shall be
taken into account.

[45 FR 63671, Sept. 25, 1980, as amended at 46
FR 48137, Oct. 1, 1981; 46 FR 56180, Nov. 16,
1981; 49 FR 47598, Dec. 6, 1984; 50 FR 25215,
June 18, 1985; 59 FR 65636, Dec. 20, 1994]

REGISTERED INVESTMENT COMPANIES

SOURCE: Sections 210.6–01 to 210.6–10 appear
at 47 FR 56838, Dec. 21, 1982, unless otherwise
noted.

§ 210.6–01 Application of §§ 210.6–01 to
210.6–10.

Sections 210.6–01 to 210.6–10 shall be
applicable to financial statements filed
for registered investment companies.

§ 210.6–02 Definition of certain terms.

The following terms shall have the
meaning indicated in this rule unless
the context otherwise requires. (Also
see § 210.1–02 of this part.)

(a) Affiliate. The term affiliate means
an affiliated person as defined in section
2(a)(3) of the Investment Company Act
of 1940 unless otherwise indicated. The
term control has the meaning in section
2(a)(9) of that Act.

(b) Value. As used in §§ 210.6–01 to
210.6–10, the term value shall have the
meaning given in section 2(a)(41)(B) of
the Investment Company Act of 1940.

(c) Balance sheets; statements of net as-
sets. As used in §§ 210.6–01 to 210.6–10,
the term balance sheets shall include
statements of assets and liabilities as
well as statements of net assets unless
the context clearly indicates the con-
trary.

(d) Qualified assets. (1) For companies
issuing face-amount certificates subse-
quent to December 31, 1940 under the
provisions of section 28 of the Invest-
ment Company Act of 1940, the term
qualified assets means qualified invest-
ments as that term is defined in sec-
tion 28(b) of the Act. A statement to
that effect shall be made in the balance
sheet.
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(2) For other companies, the term
qualified assets means cash and invest-
ments which such companies do main-
tain or are required, by applicable gov-
erning legal instruments, to maintain
in respect of outstanding face-amount
certificates.

(3) Loans to certificate holders may
be included as qualified assets in an
amount not in excess of certificate re-
serves carried on the books of account
in respect of each individual certificate
upon which the loans were made.

§ 210.6–03 Special rules of general ap-
plication to registered investment
companies.

The financial statements filed for
persons to which §§ 210.6–01 to 210.6–10
are applicable shall be prepared in ac-
cordance with the following special
rules in addition to the general rules in
§§ 210.1–01 to 210.4–10 (Articles 1, 2, 3,
and 4). Where the requirements of a
special rule differ from those pre-
scribed in a general rule, the require-
ments of the special rule shall be met.

(a) Content of financial statements. The
financial statements shall be prepared
in accordance with the requirements of
this part (Regulation S–X) notwith-
standing any provision of the articles
of incorporation, trust indenture or
other governing legal instruments
specifying certain accounting proce-
dures inconsistent with those required
in §§ 210.6–01 to 210.6–10.

(b) Audited financial statements.
Where, under Article 3 of this part, fi-
nancial statements are required to be
audited, the independent accountant
shall have been selected and ratified in
accordance with section 32 of the In-
vestment Company Act of 1940.

(c) Consolidated and combined state-
ments. (1) Consolidated and combined
statements filed for registered invest-
ment companies shall be prepared in
accordance with §§ 210.3A–01 to 210.3A–
05 (Article 3A) except that (i) state-
ments of the registrant may be consoli-
dated only with the statements of sub-
sidiaries which are investment compa-
nies; (ii) a consolidated statement of
the registrant and any of its invest-
ment company subsidiaries shall not be
filed unless accompanied by a consoli-
dating statement which sets forth the
individual statements of each signifi-

cant subsidiary included in the consoli-
dated statement: Provided, however,
That a consolidating statement need
not be filed if all included subsidiaries
are totally held; and (iii) consolidated
or combined statements filed for sub-
sidiaries not consolidated with the reg-
istrant shall not include any invest-
ment companies unless accompanied
by consolidating or combining state-
ments which set forth the individual
statements of each included invest-
ment company which is a significant
subsidiary.

(2) If consolidating or combining
statements are filed, the amounts in-
cluded under each caption in which fi-
nancial data pertaining to affiliates is
required to be furnished shall be sub-
divided to show separately the
amounts: (i) Eliminated in consolida-
tion; and (ii) not eliminated in consoli-
dation.

(d) Valuation of assets. The balance
sheets of registered investment compa-
nies, other than issuers of face-amount
certificates, shall reflect all invest-
ments at value, with the aggregate
cost of each category of investment re-
ported under §§ 210.6–04.1, 6–04.2 and 6–
04.3 and of the total investments re-
ported under § 210.6–04.4 or § 210.6–05.1
shown parenthetically. State in a note
the methods used in determining value
of investments. As required by section
28(b) of the Investment Company Act of
1940, qualified assets of face-amount
certificate companies shall be valued
in accordance with certain provisions
of the Code of the District of Columbia.
For guidance as to valuation of securi-
ties, see §§ 404.03 to 404.05 of the Codi-
fication of Financial Reporting Poli-
cies.

(e) Qualified assets. State in a note
the nature of any investments and
other assets maintained or required to
be maintained, by applicable legal in-
struments, in respect of outstanding
face-amount certificates. If the nature
of the qualifying assets and amount
thereof are not subject to the provi-
sions of section 28 of the Investment
Company Act of 1940, a statement to
that effect shall be made.

(f) Restricted securities. State in a note
unless disclosed elsewhere the fol-
lowing information as to investment
securities which cannot be offered for
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public sale without first being reg-
istered under the Securities Act of 1933
(restricted securities):

(1) The policy of the person with re-
gard to acquisition of restricted securi-
ties.

(2) The policy of the person with re-
gard to valuation of restricted securi-
ties. Specific comments shall be given
as to the valuation of an investment in
one or more issues of securities of a
company or group of affiliated compa-
nies if any part of such investment is
restricted and the aggregate value of
the investment in all issues of such
company or affiliated group exceeds
five percent of the value of total assets.
(As used in this paragraph, the term af-
filiated shall have the meaning given in
§ 210.6–02(a) of this part.)

(3) A description of the person’s
rights with regard to demanding reg-
istration of any restricted securities
held at the date of the latest balance
sheet.

(g) Income recognition. Dividends shall
be included in income on the ex-divi-
dend date; interest shall be accured on
a daily basis. Dividends declared on
short positions existing on the record
date shall be recorded on the ex-divi-
dend date and included as an expense of
the period.

(h) Federal income taxes. The com-
pany’s status as a regulated investment
company as defined in subtitle A, chap-
ter 1, subchapter M of the Internal
Revenue Code, as amended, shall be
stated in a note referred to in the ap-
propriate statements. Such note shall
also indicate briefly the principal as-
sumptions on which the company re-
lied in making or not making provi-
sions for income taxes. However, a
company which retains realized capital
gains and designates such gains as a
distribution to shareholders in accord-
ance with section 852(b)(3)(D) of the In-
ternal Revenue Code shall, on the last
day of its taxable year (and not ear-
lier), make provision for taxes on such
undistributed capital gains realized
during such year.

(i) Issuance and repurchase by a reg-
istered investment company of its own se-
curities. Disclose for each class of the
company’s securities:

(1) The number of shares, units, or
principal amount of bonds sold during

the period of report, the amount re-
ceived therefor, and, in the case of
shares sold by closed-end management
investment companies, the difference,
if any, between the amount received
and the net asset value or preference in
involuntary liquidation (whichever is
appropriate) of securities of the same
class prior to such sale; and

(2) The number of shares, units, or
principal amount of bonds repurchased
during the period of report and the cost
thereof. Closed-end management in-
vestment companies shall furnish the
following additional information as to
securities repurchased during the pe-
riod of report:

(i) As to bonds and preferred shares,
the aggregate difference between cost
and the face amount or preference in
involuntary liquidation and, if applica-
ble net assets taken at value as of the
date of repurchase were less than such
face amount or preference, the aggre-
gate difference between cost and such
net asset value;

(ii) As to common shares, the weight-
ed average discount per share, ex-
pressed as a percentage, between cost
of repurchase and the net asset value
applicable to such shares at the date of
repurchases.

The information required by para-
graphs (h)(i)(2) (i) and (ii) of this sec-
tion may be based on reasonable esti-
mates if it is impracticable to deter-
mine the exact amounts involved.

(j) Series companies. (1) The informa-
tion required by this part shall, in the
case of a person which in essence is
comprised of more than one separate
investment company, be given as if
each class or series of such investment
company were a separate investment
company; this shall not prevent the in-
clusion, at the option of such person, of
information applicable to other classes
or series of such person on a compara-
tive basis, except as to footnotes which
need not be comparative.

(2) If the particular class or series for
which information is provided may be
affected by other classes or series of
such investment company, such as by
the offset of realized gains in one series
with realized losses in another, or
through contingent liabilities, such sit-
uation shall be disclosed.
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(k) Certificate reserves. (1) For compa-
nies issuing face-amount certificates
subsequent to December 31, 1940 under
the provisions of section 28 of the In-
vestment Company Act of 1940, balance
sheets shall reflect reserves for out-
standing certificates computed in ac-
cordance with the provisions of section
28(a) of the Act.

(2) For other companies, balance
sheets shall reflect reserves for out-
standing certificates determined as fol-
lows:

(i) For certificates of the installment
type, such amount which, together
with the lesser of future payments by
certificate holders as and when accu-
mulated at a rate not to exceed 31⁄2 per
centum per annum (or such other rate
as may be appropriate under the cir-
cumstances of a particular case) com-
pounded annually, shall provide the
minimum maturity or face amount of
the certificate when due.

(ii) For certificates of the fully-paid
type, such amount which, as and when
accumulated at a rate not to exceed 31⁄2
per centum per annum (or such other
rate as may be appropriate under the
circumstances of a particular case)
compounded annually, shall provide
the amount or amounts payable when
due.

(iii) Such amount or accrual therefor,
as shall have been credited to the ac-
count of any certificate holder in the
form of any credit, or any dividend, or
any interest in addition to the min-
imum maturity or face amount speci-
fied in the certificate, plus any accu-
mulations on any amount so credited
or accrued at rates required under the
terms of the certificate.

(iv) An amount equal to all advance
payments made by certificate holders,
plus any accumulations thereon at
rates required under the terms of the
certificate.

(v) Amounts for other appropriate
contingency reserves, for death and
disability benefits or for reinstatement
rights on any certificate providing for
such benefits or rights.

(l) Inapplicable captions. Attention is
directed to the provisions of §§ 210.4–02
and 210.4–03 which permit the omission
of separate captions in financial state-
ments as to which the items and condi-
tions are not present, or the amounts

involved not significant. However,
amounts involving directors, officers,
and affiliates shall nevertheless be sep-
arately set forth except as otherwise
specifically permitted under a par-
ticular caption.

§ 210.6–04 Balance sheets.
This rule is applicable to balance

sheets filed by registered investment
companies except for persons who sub-
stitute a statement of net assets in ac-
cordance with the requirements speci-
fied in § 210.6–05, and issuers of face-
amount certificates which are subject
to the special provisions of § 210.6–06 of
this part. Balance sheets filed under
this rule shall comply with the fol-
lowing provisions:

ASSETS

1. Investments in securities of unaffiliated
issuers.

2. Investments in and advances to affiliates.
State separately investments in and ad-
vances to: (a) Controlled companies and (b)
other affiliates.

3. Investments—other than securities. State
separately each major category.

4. Total investments.
5. Cash. Include under this caption cash on

hand and demand deposits. Provide in a note
to the financial statements the information
required under § 210.5–02.1 regarding restric-
tions and compensating balances.

6. Receivables. (a) State separately amounts
receivable from (1) sales of investments; (2)
subscriptions to capital shares; (3) dividends
and interest; (4) directors and officers; and
(5) others.

(b) If the aggregate amount of notes receiv-
able exceeds 10 percent of the aggregate
amount of receivables, the above informa-
tion shall be set forth separately, in the bal-
ance sheet or in a note thereto, for accounts
receivable and notes receivable.

7. Deposits for securities sold short and open
option contracts. State separately amounts
held by others in connection with: (a) Short
sales and (b) open option contracts.

8. Other assets. State separately (a) prepaid
and deferred expenses; (b) pension and other
special funds; (c) organization expenses; and
(d) any other significant item not properly
classified in another asset caption.

9. Total assets.

LIABILITIES

10. Accounts payable and accrued liabilities.
State separately amounts payable for: (a) Se-
curities sold short; (b) open option contracts
written; (c) other purchases of securities; (d)
capital shares reedeemed; (e) dividends or
other distributions on capital shares; and (f)
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others. State separately the amount of any
other liabilities which are material. Securi-
ties sold short and open option contracts
written shall be stated at value.

11. Deposits for securities loaned. State the
value of securities loaned and indicate the
nature of the collateral received as security
for the loan, including the amount of any
cash received.

12. Other liabilities. State separately (a)
amounts payable for investment advisory,
management and service fees; and (b) the
total amount payable to: (1) Officers and di-
rectors; (2) controlled companies; and (3)
other affiliates, excluding any amounts
owing to noncontrolled affiliates which arose
in the ordinary course of business and which
are subject to usual trade terms.

13. Notes payable, bonds and similar debt. (a)
State separately amounts payable to: (1)
Banks or other financial institutions for bor-
rowings; (2) controlled companies; (3) other
affiliates; and (4) others, showing for each
category amounts payable within one year
and amounts payable after one year.

(b) Provide in a note the information re-
quired under § 210.5–02.19(b) regarding unused
lines of credit for short-term financing and
§ 210.5–02.22(b) regarding unused commit-
ments for long-term financing arrangements.

14. Total liabilities.
15. Commitments and contingent liabilities.

NET ASSETS

16. Units of capital. (a) Disclose the title of
each class of capital shares or other capital
units, the number authorized, the number
outstanding, and the dollar amount thereof.

(b) Unit investment trusts, including those
which are issuers of periodic payment plan
certificates, also shall state in a note to the
financial statements: (1) The total cost to
the investors of each class of units or shares;
(2) the adjustment for market depreciation
or appreciation; (3) other deductions from
the total cost to the investors for fees, loads
and other charges, including an explanation
of such deductions; and (4) the net amount
applicable to the investors.

17. Accumulated undistributed income (loss).
Disclose:

(a) The accumulated undistributed invest-
ment income-net,

(b) accumulated undistributed net realized
gains (losses) on investment transactions,
and (c) net unrealized appreciation
(depeciation) in value of investments at the
balance sheet date.

18. Other elements of capital. Disclose any
other elements of capital or residual inter-
ests appropriate to the capital structure of
the reporting entity.

19. Net assets applicable to outstanding units
of capital. State the net asset value per
share.

§ 210.6–05 Statements of net assets.

In lieu of the balance sheet otherwise
required by § 210.6–04 of this part, per-
sons may substitute a statement of net
assets if at least 95 percent of the
amount of the person’s total assets are
represented by investments in securi-
ties of unaffiliated issuers. If presented
in such instances, a statement of net
assets shall consist of the following:

STATEMENTS OF NET ASSETS

1. A schedule of investments in securities
of unaffiliated issuers as prescribed in
§ 210.12–12.

2. The excess (or deficiency) of other assets
over (under) total liabilities stated in one
amount, except that any amounts due from
or to officers, directors, controlled persons,
or other affiliates, excluding any amounts
owing to noncontrolled affiliates which arose
in the ordinary course of business and which
are subject to usual trade terms, shall be
stated separately.

3. Disclosure shall be provided in the notes
to the financial statements for any item re-
quired under §§ 210.6–04.10 to 210.6–04.13.

4. The balance of the amounts captioned as
net assets. The number of outstanding shares
and net asset value per share shall be shown
parenthetically.

5. The information required by (i) § 210.6–
04.16, (ii) § 210.6–04.17 and (iii) § 210.6–04.18
shall be furnished in a note to the financial
statements.

§ 210.6–06 Special provisions applica-
ble to the balance sheets of issuers
of face-amount certificates.

Balance sheets filed by issuers of
face-amount certificates shall comply
with the following provisions:

ASSETS

1. Investments. State separately each major
category: such as, real estate owned, first
mortgage loans on real estate, other mort-
gage loans on real estate, investments in se-
curities of unaffiliated issuers, and invest-
ments in and advances to affiliates.

2. Cash. Include under this caption cash on
hand and demand deposits. Provide in a note
to the financial statements the information
required under § 210.5–02.1 regarding restric-
tions and compensating balances.

3. Receivables. (a) State separately amounts
receivable from (1) sales of investments; (2)
dividends and interest; (3) directors and offi-
cers; and (4) others.

(b) If the aggregate amount of notes receiv-
able exceeds 10 percent of the aggregate
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amount of receivables, the above informa-
tion shall be set forth separately, in the bal-
ance sheet or in a note thereto, for accounts
receivable and notes receivable.

4. Total qualified assets. State in a note to
the financial statements the amount of
qualified assets on deposit classified as to
general categories of assets and as to general
types of depositories, such as banks and
states, together with a statement as to the
purpose of the deposits.

5. Other assets. State separately: (a) Invest-
ments in securities of unaffiliated issuers
not included in qualifying assets in item 1
above; (b) investments in and advances to af-
filiates not included in qualifying assets in
item 1 above; and (c) any other significant
item not properly classified in another asset
caption.

6. Total assets.

LIABILITIES

7. Certificate reserves. Issuers of face-
amount certificates shall state separately
reserves for: (a) Certificates of the install-
ment type; (b) certificates of the fully-paid
type; (c) advance payments; (d) additional
amounts accrued for or credited to the ac-
count of certificate holders in the form of
any credit, dividend, or interest in addition
to the minimum amount specified in the cer-
tificate; and (e) other certificate reserves.
State in an appropriate manner the basis
used in determining the reserves, including
the rates of interest of accumulation.

8. Notes payable, bonds and similar debt. (a)
State separately amounts payable to: (1)
Banks or other financial institutions for bor-
rowings; (2) controlled companies; (3) other
affiliates; and (4) others, showing for each
category amounts payable within one year
and amounts payable after one year.

(b) Provide in a note the information re-
quired under § 210.5–02.19(b) regarding unused
lines of credit for short-term financing and
§ 210.5–02.22(b) regarding unused commit-
ments for long-term financing arrangements.

9. Accounts payable and accrued liabilities.
State separately (a) amounts payable for in-
vestment advisory, management and service
fees; and (b) the total amount payable to: (1)
Officers and directors; (2) controlled compa-
nies; and (3) other affiliates, excluding any
amounts owing to noncontrolled affiliates
which arose in the ordinary course of busi-
ness and which are subject to usual trade
terms. State separately the amount of any
other liabilities which are material.

10. Total liabilities.
11. Commitments and contingent liabilities.

STOCKHOLDERS’ EQUITY

12. Capital shares. Disclose the title of each
class of capital shares or other capital units,
the number authorized, the number out-
standing and the dollar amount thereof.

Show also the dollar amount of any capital
shares subscribed but unissued, and show the
deduction for subscriptions receivable there-
from.

13. Other elements of capital. (a) Disclose
any other elements of capital or residual in-
terests appropriate to the capital structure
of the reporting entity.

(b) A summary of each account under this
caption setting forth the information pre-
scribed in § 210.3–04 shall be given in a note or
separate statement for each period in which
a statement of operations is presented.

14. Total liabilities and stockholders’ equity.

§ 210.6–07 Statements of operations.
Statements of operations filed by

registered investment companies,
other than issuers of face-amount cer-
tificates subject to the special provi-
sions of § 210.6–08 of this part, shall
comply with the following provisions:

STATEMENTS OF OPERATIONS

1. Investment income. State separately in-
come from: (a) dividends; (b) interest on se-
curities; and (c) other income. If income
from investments in or indebtedness of affili-
ates is included hereunder, such income shall
be segregated under an appropriate caption
subdivided to show separately income from:
(1) Controlled companies; and (2) other affili-
ates. If non-cash dividends are included in in-
come, the bases of recognition and measure-
ment used in respect to such amounts shall
be disclosed. Any other category of income
which exceeds five percent of the total shown
under this caption shall be stated separately.

2. Expenses. (a) State separately the total
amount of investment advisory, manage-
ment and service fees, and expenses in con-
nection with research, selection, supervision,
and custody of investments. Amounts of ex-
penses incurred from transactions with af-
filiated persons shall be disclosed together
with the identity of and related amount ap-
plicable to each such person accounting for
five percent or more of the total expenses
shown under this caption together with a de-
scription of the nature of the affiliation. Ex-
penses incurred within the person’s own or-
ganization in connection with research, se-
lection and supervision of investments shall
be stated separately. Reductions or reim-
bursements of management or service fees
shall be shown as a negative amount or as a
reduction of total expenses shown under this
caption.

(b) State separately any other expense
item the amount of which exeeds five per-
cent of the total expenses shown under this
caption.

(c) A note to the financial statements shall
include information concerning management
and service fees, the rate of fee, and the base
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and method of computation. State sepa-
rately the amount and a description of any
fee reductions or reimbursements rep-
resenting: (1) Expense limitation agreements
or commitments; and (2) offsets received
from broker-dealers showing separately for
each amount received or due from (i) unaf-
filiated persons; and (ii) affiliated persons. If
no management or service fees were incurred
for a period, state the reason therefor.

(d) If any expenses were paid otherwise
than in cash, state the details in a note.

(e) State in a note to the financial state-
ments the amount of brokerage commissions
(including dealer markups) paid to affiliated
broker-dealers in connection with purchase
and sale of investment securities. Open-end
management companies shall state in a note
the net amounts of sales charges deducted
from the proceeds of sale of capital shares
which were retained by any affiliated prin-
cipal underwriter or other affiliated broker-
dealer.

(f) State separately all amounts paid in ac-
cordance with a plan adopted under rule 12b–
1 of the Investment Company Act of 1940 [17
CFR 270.12b–1]. Reimbursement to the fund
of expenses incurred under such plan (12b–1
expense reimbursement) shall be shown as a
negative amount and deducted from current
12b–1 expenses. If 12b–1 expense reimburse-
ments exceed current 12b–1 costs, such excess
shall be shown as a negative amount used in
the calculation of total expenses under this
caption.

(g)(1) Brokerage/Service Arrangements. If a
broker-dealer or an affiliate of the broker-
dealer has, in connection with directing the
person’s brokerage transactions to the
broker-dealer, provided, agreed to provide,
paid for, or agreed to pay for, in whole or in
part, services provided to the person (other
than brokerage and research services as
those terms are used in section 28(e) of the
Securities Exchange Act of 1934 [15 U.S.C.
78bb(e)]), include in the expense items set
forth under this caption the amount that
would have been incurred by the person for
the services had it paid for the services di-
rectly in an arms-length transaction.

(2) Expense Offset Arrangements. If the per-
son has entered into an agreement with any
other person pursuant to which such other
person reduces, or pays a third party which
reduces, by a specified or reasonably ascer-
tainable amount, its fees for services pro-
vided to the person in exchange for use of the
person’s assets, include in the expense items
set forth under this caption the amount of
fees that would have been incurred by the
person if the person had not entered into the
agreement.

(3) Financial Statement Presentation. Show
the total amount by which expenses are in-
creased pursuant to paragraphs (1) and (2) of
this paragraph 2.(g) as a corresponding re-
duction in total expenses under this caption.

In a note to the financial statements, state
separately the total amounts by which ex-
penses are increased pursuant to paragraphs
(1) and (2) of this paragraph 2.(g), and list
each category of expense that is increased by
an amount equal to at least 5 percent of
total expenses. If applicable, the note should
state that the person could have employed
the assets used by another person to produce
income if it had not entered into an arrange-
ment described in paragraph 2.(g)(2) of this
section.

3. Interest and amortization of debt discount
and expense. Provide in the body of the state-
ments or in the footnotes, the average dollar
amount of borrowings and the average inter-
est rate.

4. Investment income before income tax ex-
pense.

5. Income tax expense. Include under this
caption only taxes based on income.

6. Investment income-net.
7. Realized and unrealized gain (loss) on in-

vestments-net. (a) State separately the net re-
alized gain or loss on transactions in: (1) In-
vestment securities of unaffiliated issuers,
(2) investment securities of affiliated issuers,
and (3) investments other than securities.

(b) Distributions of realized gains by other
investment companies shall be shown sepa-
rately under this caption.

(c) State separately: (1) The gain or loss
from expiration or closing of option con-
tracts written, (2) the gain or loss on closed
short positions in securities, and (3) other re-
alized gain or loss. Disclose in a note to the
financial statements the number and associ-
ated dollar amounts as to option contracts
written: (i) At the beginning of the period;
(ii) during the period; (iii) expired during the
period; (iv) closed during the period; (v) exer-
cised during the period; (vi) balance at end of
the period.

(d) State separately the amount of the net
increase or decrease during the period in the
unrealized appreciation or depreciation in
the value of investment securities and other
investments held at the end of the period.

(e) State separately any: (1) Federal in-
come taxes and (2) other income taxes appli-
cable to realized and unrealized gain (loss)
on investments, distinguishing taxes payable
currently from deferred income taxes.

8. Net gain (loss) on investments.
9. Net increase (decrease) in net assets result-

ing from operations.

[47 FR 56838, Dec. 21, 1982, as amended at 52
FR 23172, June 18, 1987; 59 FR 65636, Dec. 20,
1994; 60 FR 38923, July 28, 1995]

§ 210.6–08 Special provisions applica-
ble to the statements of operations
of issuers of face-amount certifi-
cates.

Statements of operations filed by
issuers of face-amount certificates
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shall comply with the following provi-
sions:

STATEMENTS OF OPERATIONS

1. Investment income. State separately in-
come from: (a) Interest on mortgages; (b) in-
terest on securities; (c) dividends; (d) rental
income; and (e) other investment income. If
income from investments in or indebtedness
of affiliates is included hereunder, such in-
come shall be segregated under an appro-
priate caption subdivided to show separately
income from: (1) Controlled companies; and
(2) other affiliates. If non-cash dividends are
included in income, the bases of recognition
and measurement used in respect to such
amounts shall be disclosed. Any other cat-
egory of income which exceeds five percent
of the total shown under this caption shall
be stated separately.

2. Investment expenses. (a) State separately
the total amount of investment advisory,
management and service fees, and expenses
in connection with research, selection, su-
pervision, and custody of investments.
Amounts of expenses incurred from trans-
actions with affiliated persons shall be dis-
closed together with the identity of and re-
lated amount applicable to each such person
accounting for five percent or more of the
total expenses shown under this caption to-
gether with a description of the nature of the
affiliation. Expenses incurred within the per-
son’s own organization in connection with
research, selection and supervision of invest-
ments shall be stated separately. Reductions
or reimbursements of management or service
fees shall be shown as a negative amount or
as a reduction of total expenses shown under
this caption.

(b) State separately any other expense
item the amount of which exceeds five per-
cent of the total expenses shown under this
caption.

(c) A note to the financial statements shall
include information concerning management
and service fees, the rate of fee, and the base
and method of computation. State sepa-
rately the amount and a description of any
fee reductions or reimbursements rep-
resenting: (1) Expense limitation agreements
or commitments; and (2) offsets received
from broker-dealers showing separately for
each amount received or due from: (i) Unaf-
filiated persons; and (ii) affiliated persons. If
no management or service fees were incurred
for a period, state the reason therefor.

(d) If any expenses were paid otherwise
than in cash, state the details in a note.

(e) State in a note to the financial state-
ments the amount of brokerage commissions
(including dealer markups) paid to affiliated
broker-dealers in connection with purchase
and sale of investment securities.

3. Interest and amortization of debt discount
and expense.

4. Provision for certificate reserves. State sep-
arately any provision for additional credits,
or dividends, or interests, in addition to the
minimum maturity or face amount specified
in the certificates. State also in an appro-
priate manner reserve recoveries from sur-
renders or other causes.

5. Investment income before income tax ex-
pense.

6. Income tax expense. Include under this
caption only taxes based on income.

7. Investment income-net.
8. Realized gain (loss) on investments-net.
(a) State separately the net realized gain

or loss on transactions in: (1) Investment se-
curities of unaffiliated issuers, (2) invest-
ment securities of affiliated issuers, and (3)
other investments.

(b) Distributions of capital gains by other
investment companies shall be shown sepa-
rately under this caption.

(c) State separately any: (1) Federal in-
come taxes and (2) other income taxes appli-
cable to realized gain (loss) on investments,
distinguishing taxes payable currently from
deferred income taxes.

9. Net income or loss.

§ 210.6–09 Statements of changes in
net assets.

Statements of changes in net assets
filed for persons to whom this article is
applicable shall comply with the fol-
lowing provisions:

STATEMENTS OF CHANGES IN NET ASSESTS

1. Operations. State separately: (a) Invest-
ment income-net as shown by § 210.6–07.6; (b)
realized gain (loss) on investments-net of
any Federal or other income taxes applicable
to such amounts; (c) increase (decrease) in
unrealized appreciation or depreciation-net
of any Federal or other income taxes appli-
cable to such amounts; and (d) net increase
(decrease) in net assets resulting from oper-
ations as shown by § 210.6–07.9.

2. Net equalization charges and credits. State
the net amount of accrued undivided earn-
ings separately identified in the price of cap-
ital shares issued and repurchased.

3. Distributions to shareholders. State sepa-
rately distributions to shareholders from: (a)
Investment income-net; (b) realized gain
from investment transactions-net; and (c)
other sources.

4. Capital share transactions. (a) State the
increase or decrease in net assets derived
from the net change in the number of out-
standing shares or units.

(b) Disclose in the body of the statements
or in the notes, for each class of the person’s
shares, the number and value of shares
issued in reinvestment of dividends as well
as the number of dollar amounts received for
shares sold and paid for shares redeemed.

5. Total increase (decrease).
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6. Net assets at the beginning of the period.
7. Net assets at the end of the period. Disclose

parenthetically the balance of undistributed
net investment income included in net assets
at the end of the period.

§ 210.6–10 What schedules are to be
filed.

(a) When information is required in
schedules for both the person and its
subsidiaries consolidated, it may be
presented in the form of a single sched-
ule, provided that items pertaining to
the registrant are separately shown
and that such single schedule affords a
properly summarized presentation of
the facts. If the information required
by any schedule (including the notes
thereto) is shown in the related finan-
cial statement or in a note thereto
without making such statement un-
clear or confusing, that procedure may
be followed and the schedule omitted.

(b) The schedules shall be examined
by an independent accountant if the re-
lated financial statements are so exam-
ined.

(c) Management investment companies.
Except as otherwise provided in the ap-
plicable form: (1) The schedules speci-
fied below in this rule shall be filed for
management investment companies as
of the dates of the most recent audited
balance sheet and any subsequent
unaudited statement being filed for
each person or group.

Schedule I—Investments in securities of unaf-
filiated issuers. The schedule prescribed by
§ 210.12–12 shall be filed in support of caption
1 of each balance sheet.

Schedule II—Investments—other than securi-
ties. The schedule prescribed by § 210.12–13
shall be filed in support of caption 3 of each
balance sheet. This schedule may be omitted
if the investments, other than securities, at
both the beginning and end of the period
amount to less than one percent of the value
of total investments (§ 210.6–04.4).

Schedule III—Investments in and advances to
affiliates. The schedule prescribed by § 210.12–
14 shall be filed in support of caption 2 of
each balance sheet.

Schedule IV—Investments—securities sold
short. The schedule prescribed by § 210.12–12A
shall be filed in support of caption 10(a) of
each balance sheet.

Schedule V—Open option contracts written.
The schedule prescribed by § 210.12–12B shall
be filed in support of caption 10(b) of each
balance sheet.

(d) Unit investment trusts. Except as
otherwise provided in the applicable
form:

(1) Schedules I and II, specified below
in this section, shall be filed for unit
investment trusts as of the dates of the
most recent audited balance sheet and
any subsequent unaudited statement
being filed for each person or group.

(2) Schedule III, specified below in
this section, shall be filed for unit in-
vestment trusts for each period for
which a statement of operations is re-
quired to be filed for each person or
group.

Schedule I—Investment in securities. The
schedule prescribed by § 210.12–12 shall be
filed in support of caption 1 of each balance
sheet (§ 210.6–04).

Schedule II—Allocation of trust assets to se-
ries of trust shares. If the trust assets are spe-
cifically allocated to different series of trust
shares, and if such allocation is not shown in
the balance sheet in columnar form or by the
filing of separate statements for each series
of trust shares, a schedule shall be filed
showing the amount of trust assets, indi-
cated by each balance sheet filed, which is
applicable to each series of trust shares.

Schedule III—Allocation of trust income and
distributable funds to series of trust shares. If
the trust income and distributable funds are
specifically allocated to different series of
trust shares and if such allocation is not
shown in the statement of operations in co-
lumnar form or by the filing of separate
statements for each series of trust shares, a
schedule shall be submitted showing the
amount of income and distributable funds,
indicated by each statement of operations
filed, which is applicable to each series of
trust shares.

(e) Face-amount certificate investment
companies. Except as otherwise pro-
vided in the applicable form:

(1) Schedules I, V and X, specified
below, shall be filed for face-amount
certificate investment companies as of
the dates of the most recent audited
balance sheet and any subsequent
unaudited statement being filed for
each person or group.

(2) All other schedules specified
below in this seciton shall be filed for
face-amount certificate investment
companies for each period for which a
statement of operations is filed, except
as indicated for Schedules III and IV.

Schedule I—Investment in securities of unaf-
filiated issuers. The schedule prescribed by
§ 210.12–21 shall be filed in support of caption
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1 and, if applicable, caption 5(a) of each bal-
ance sheet. Separate schedules shall be fur-
nished in support of each caption, if applica-
ble.

Schedule II—Investments in and advances to
affiliates and income thereon. The schedule
prescribed by § 210.12–22 shall be filed in sup-
port of captions 1 and 5(b) of each balance
sheet and caption 1 of each statement of op-
erations. Separate schedules shall be fur-
nished in support of each caption, if applica-
ble.

Schedule III—Mortage loans on real estate
and interest earned on mortages. The schedule
prescribed by § 210.12–23 shall be filed in sup-
port of captions 1 and 5(c) of each balance
sheet and caption 1 of each statement of op-
erations, except that only the information
required by column G and note 8 of the
schedule need be furnished in support of
statements of operations for years for which
related balance sheets are not required.

Schedule IV—Real estate owned and rental
income. The schedule prescribed by § 210.12–24
shall be filed in support of captions 1 and 5(a)
of each balance sheet and caption 1 of each
statement of operations for rental income in-
cluded therein, except that only the informa-
tion required by columns H, I and J, and
item ‘‘Rent from properties sold during the
period’’ and note 4 of the schedule need be
furnished in support of statements of oper-
ations for years for which related balance
sheets are not required.

Schedule V—Qualified assets on deposit. The
schedule prescribed by § 210.12–27 shall be
filed in support of the information required
by caption 4 of § 210.6–06 as to total amount
of qualified assets on deposit.

Schedule VI—Certificate reserves. The sched-
ule prescribed by § 210.12–26 shall be filed in
support of caption 7 of each balance sheet.

Schedule VII—Valuation and qualifying ac-
counts. The schedule prescribed by § 210.12–09
shall be filed in support of all other reserves
included in the balance sheet.

[47 FR 56838, Dec. 21, 1982, as amended at 59
FR 65636, Dec. 20, 1994]

EMPLOYEE STOCK PURCHASE, SAVINGS

AND SIMILAR PLANS

§ 210.6A–01 Application of §§ 210.6A–01
to 210.6A–05.

(a) Sections 210.6A–01 to 210.6A–05
shall be applicable to financial state-
ments filed for employee stock pur-
chase, savings and similar plans.

(b) [Reserved]

[47 FR 56843, Dec. 21, 1982]

§ 210.6A–02 Special rules applicable to
employee stock purchase, savings
and similar plans.

The financial statements filed for
persons to which this article is applica-
ble shall be prepared in accordance
with the following special rules in ad-
dition to the general rules in §§ 210.1–01
to 210.4–10. Where the requirements of a
special rule differ from those pre-
scribed in a general rule, the require-
ments of the special rule shall be met.

(a) Investment programs. If the partici-
pating employees have an option as to
the manner in which their deposits and
contributions may be invested, a de-
scription of each investment program
shall be given in a footnote or other-
wise. The number of employees under
each investment program shall be stat-
ed.

(b) Net asset value per unit. Where ap-
propriate, the number of units and the
net asset value per unit shall be given
by footnote or otherwise.

(c) Federal income taxes. (1) If the plan
is not subject to Federal income taxes,
a note shall so state indicating briefly
the principal assumptions on which the
plan relied in not making provision for
such taxes.

(2) State the Federal income tax sta-
tus of the employee with respect to the
plan.

(d) Valuation of assets. The statement
of financial condition shall reflect all
investments at value, showing cost
parenthetically. For purposes of this
rule, the term value shall mean (1) mar-
ket value for those securities having
readily available market quotations
and (2) fair value as determined in good
faith by the trustee(s) for the plan (or
by the person or persons who exercise
similar responsibilities) with respect to
other securities and assets.

[47 FR 56843, Dec. 21, 1982]

§ 210.6A–03 Statements of financial
condition.

Statements of financial condition
filed under this rule shall comply with
the following provisions:

PLAN ASSETS

1. Investments in securities of participating
employers. State separately each class of se-
curities of the participating employer or em-
ployers.
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