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suspending the exemption for any rea-
son upon which it could have entered a 
temporary suspension order under 
paragraph (a) of this section. Any such 
order shall remain in effect until va-
cated by the Commission. 

(d) All notices required by this part 
shall be given to the person or persons 
on whose behalf the notification was 
filed by personal service, registered or 
certified mail or confirmed telegraphic 
notice at the addresses of such persons 
given in the notification. 

[23 FR 10484, Dec. 30, 1958, as amended at 29 
FR 16982, Dec. 11, 1964] 

§ 230.610a Schedule A: Contents of of-
fering circular for small business 
investment companies; Schedule B: 
Contents of offering circular for 
business development companies. 

SCHEDULE A—CONTENTS OF OFFERING CIR-
CULAR FOR SMALL BUSINESS INVESTMENT 
COMPANIES 

General Instructions 

1. The information in the offering circular 
should be organized to make it easier to un-
derstand the organization and operation of 
the company. The required information need 
not be in any particular order, except that 
Items 1 and 2 must be the first and second 
items in the offering circular. 

2. The offering circular, including the 
cover page, may contain more information 
than is called for by this Schedule, provided 
that it is not incomplete, inaccurate, or mis-
leading. Also, the additional information 
should not, by its nature, quantity, or man-
ner of presentation, obscure or impede un-
derstanding of required information. 

Item 1. Cover Page 

The cover page of the offering circular 
shall include the following information: 

(a) The name of the issuer; 
(b) The mailing address of the issuer’s prin-

cipal executive offices including the zip code 
and the issuer’s telephone number; 

(c) The date of the offering circular; 
(d) A list of the type and amount of securi-

ties offered (e.g., if the securities offered in-
clude redemption or conversion features, so 
state); 

(e) The following statement in capital let-
ters printed in boldface roman type at least 
as large as ten-point modern type and at 
least two points leaded: 

‘‘THESE SECURITIES ARE OFFERED PUR-
SUANT TO AN EXEMPTION FROM REG-
ISTRATION WITH THE SECURITIES AND 
EXCHANGE COMMISSION; HOWEVER, THE 
COMMISSION HAS NOT MADE AN INDE-

PENDENT DETERMINATION THAT THE 
SECURITIES BEING OFFERED ARE EX-
EMPT FROM REGISTRATION. THE SECU-
RITIES AND EXCHANGE COMMISSION 
DOES NOT PASS UPON THE MERITS OF 
OR GIVE ITS APPROVAL TO ANY SECURI-
TIES OFFERED OR THE TERMS OF THE 
OFFERING, NOR DOES IT PASS UPON THE 
ACCURACY OR COMPLETENESS OF ANY 
OFFERING CIRCULAR OR OTHER SELL-
ING LITERATURE.’’ 

(f) The name of the underwriter or under-
writers, if applicable; 

(g) A cross-reference to the place in the of-
fering circular discussing the material risks 
involved in purchasing the securities, print-
ed in bold-face roman type at least as high as 
ten-point modern type and at least two 
points leaded; 

(h) The approximate date when the pro-
posed sale to the public will begin; and 

(i) The information called for by the fol-
lowing table shall be given, in substantially 
the tabular form indicated, on the outside 
front cover page of the offering circular as to 
all securities being offered (estimate, if nec-
essary): 

Offering 
price to 
public 

Underwriting 
discounts 
and com-
missions 

Proceeds to 
issuer or 
other per-

sons 

Per share or 
other unit 
basis.

Total.

If the securities are to be offered on a best 
efforts basis, the cover page should set forth 
the termination date, if any, of the offering, 
any minimum required sale, and any ar-
rangements to place the funds received in an 
escrow, trust, or similar arrangement. The 
following tabular presentation of the total 
maximum and minimum securities to be of-
fered should be combined with the table re-
quired above: 

Offering 
price to 
public 

Underwriting 
discounts 
and com-
missions 

Proceeds to 
issuer or 
other per-

sons 

Total Minimum.
Total Maximum.

Instructions 

1. The term commissions shall include all 
cash, securities, contracts, or anything else 
of value, paid, to be set aside, disposed of, or 
understandings with or for the benefit of any 
other persons in which any underwriter is in-
terested, made in connection with the sale of 
such security. 

2. Only commissions paid by the issuer in 
cash are to be indicated in the table. Com-
missions paid by other persons or any form 
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of non-cash compensation shall be briefly 
identified in a note to the table with a cross- 
reference to a more complete description 
elsewhere in the offering circular. 

3. If the securities are not to be offered for 
cash, state the basis upon which the offering 
is to be made. 

4. (a) If it is impracticable to state the 
price to the public, briefly state the method 
by which the price is to be determined. 

(b) Any finder’s fees or similar payments 
must be disclosed in a note to the table with 
a reference to a more complete discussion in 
the offering circular. 

(c) The amount of the expenses of the offer-
ing borne by the issuer, including under-
writing expenses to be borne by the issuer, 
should be disclosed in a note to the table. 

5. If any of the securities are to be offered 
for the account of any security holder, state 
the identity of each selling security holder, 
the amount owned by him, the amount of-
fered for his account and the amount to be 
owned after the offering. 

Item 2. General Description of Issuer 

(a) Concisely discuss the organization and 
operation or proposed operation of the 
issuer. Include the following: 

(i) Basic identifying information, includ-
ing: 

(A) The date and form of organization of 
the issuer and the name of the state under 
whose laws it is organized; 

(B) A brief description of the nature of a 
small business investment company; and 

(C) The classification and subclassification 
of the issuer as specified in sections 4 and 5 
of the Investment Company Act of 1940. 

(ii) A concise description of the investment 
objectives and policies of the issuer, includ-
ing: 

(A) If those objectives may be changed 
without a vote of the holders of the majority 
of the voting securities, a brief statement to 
that effect; and 

(B) A brief discussion of how the issuer 
proposes to achieve its objectives, including: 

(1) The types of securities (for example, 
bonds, convertible debentures, preferred 
stocks, common stocks) in which it may in-
vest, and the proportion of the assets which 
may be invested in each such type of secu-
rity; 

(2) If the issuer proposes to have a policy of 
concentrating in a particular industry or 
group of industries, identification of such in-
dustry or industries. (Concentration, for pur-
poses of this item, is deemed to be 25% or 
more of the value of the issuer’s total assets 
invested or proposed to be invested in a par-
ticular industry or group of industries). 

(C) A concise description of any other poli-
cies of the issuer that may not be changed 
without the vote of the majority of the out-
standing voting securities, including those 
policies which the issuer deems to be funda-

mental within the meaning of Section 8(b) of 
the Investment Company Act of 1940. 

(D) A concise description of those signifi-
cant investment policies or techniques (such 
as investing for control or management or 
investing in other investment companies) 
that are not described pursuant to subpara-
graphs (B) or (C) above that issuer employs 
or has the current intention of employing in 
the foreseeable future. 

NOTE: If the effect of a policy is to prohibit 
a particular practice, or, if the policy per-
mits a particular practice but the issuer has 
not employed that practice within the past 
year and has no current intention of doing so 
in the foreseeable future, do not include dis-
closure as to that policy. 

(b) Discuss briefly the principal risk fac-
tors associated with investment in the 
issuer, including factors peculiar to the 
issuer as well as those generally attendant 
to investment in a small business invest-
ment company with investment policies and 
objectives similar to the issuer. 

Item 3. Plan of Distribution 

(a) If the securities are to be offered 
through underwriters, give the names of the 
principal underwriters, and state the 
amounts underwritten by each. Identify each 
underwriter having a material relationship 
to the issuer and state the nature of the rela-
tionship. State briefly the nature of the un-
derwriters’ obligation to take the securities. 

(b) State briefly the discounts and commis-
sions to be allowed or paid to dealers, includ-
ing all cash, securities, contracts or other 
consideration to be received by any dealer in 
connection with the sale of the securities. 

(c) If finder’s fees are to be paid, identify 
the finder, the nature of the services ren-
dered and the nature of any relationship be-
tween the finder and the issuer, its officers, 
directors, promoters, principal stockholders 
and underwriters (including any affiliates 
thereof). If a finder is not registered with the 
Commission as a broker or dealer, disclose 
that fact. 

(d) Outline briefly the plan of distribution 
of any securities being issued which are to be 
offered through the selling efforts of brokers 
or dealers or otherwise than through under-
writers. 

(e)(1) Describe any arrangements for the 
return of funds to subscribers if all of the se-
curities to be offered are not sold; if there 
are no such arrangements, so state. 

(2) If there will be material delay in the 
payment of the proceeds of the offering by 
the underwriter to the issuer, the nature of 
the delay and the effects on the issuer should 
be briefly described. 
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Item 4. Management and Certain Security 
Holders of the Issuer 

(a) Give the full names and complete ad-
dresses of all directors, officers, members of 
any advisory board of the issuer and any per-
son who owns more than 5 percent of any 
class of securities of the issuer (other than 
the Small Business Administration if the 
issuer is a small business investment com-
pany as defined in § 230.602(a) of this chap-
ter). 

(b) Identify each person who as of a speci-
fied date no more than 30 days prior to the 
date of filing of this registration statement, 
controls the issuer as specified in section 
2(a)(9) of the Investment Company Act of 
1940. 

(c) Give the business experience over the 
last five years of any person named in (a) 
above who is or is expected to be signifi-
cantly involved in the investment decisions 
of the issuer or in providing advisory serv-
ices, direction or control of portfolio compa-
nies of the issuer. 

(d) State the aggregate annual remunera-
tion of each of the three highest-paid persons 
who are officers or directors of the issuer and 
all officers and directors as a group during 
the issuer’s last fiscal year. State the num-
ber of persons in the group referred to above 
without naming them. 

(e) Describe all direct and indirect inter-
ests (by security holdings or otherwise) of 
each person named in (a) above (i) in the 
issuer and (ii) in any material transactions 
within the past two years or in any material 
proposed transaction to which the issuer was 
or is to be a party. Include the cost to such 
persons of any assets or services for which 
any payment by or for the account of the 
issuer has been or is to be made. 

(f) Provide, if applicable, for each invest-
ment adviser of the issuer as defined in sec-
tion 2(a)(20) of the Investment Company Act 
of 1940: 

(i) The name and address of the investment 
adviser and a brief description of its experi-
ence as an investment adviser, and, if the in-
vestment adviser is controlled by another 
person, the name of that person and the gen-
eral nature of its business. (If the investment 
adviser is subject to more than one level of 
control, it is sufficient to give the name of 
the ultimate control person.) 

(ii) A brief description of the services pro-
vided by the investment adviser. (If, in addi-
tion to providing investment advice, the in-
vestment adviser or persons employed by or 
associated with the investment adviser are, 
subject to the authority of the board of di-
rectors, responsible for overall management 
of issuer’s business affairs, it is sufficient to 
state that fact in lieu of listing all services 
provided.) 

(iii) A brief description of the investment 
adviser’s compensation. (If the issuer has 

been in operation for a full fiscal year, pro-
vide the compensation paid to the adviser for 
the most recent fiscal year as a percentage 
of average net assets. No further information 
is required in response to this Item if the ad-
viser is paid on the basis of a percentage of 
net assets and if the issuer has neither 
changed investment advisers nor changed 
the basis on which the adviser was com-
pensated during the most recent fiscal year. 
If the fee is paid in some manner other than 
on the basis of average net assets, briefly de-
scribe the basis of payment. If the registrant 
has not been in operation for a full fiscal 
year, state generally what the investment 
adviser’s fee will be as a percentage of aver-
age net assets, including any breakpoints, 
but it is not necessary to include precise de-
tails as to how the fee is computed or paid.) 

Item 5. Portfolio Companies 

Furnish the following information, in the 
tabular form indicated, with respect to the 
portfolio companies of the issuer, as of a 
specified date within 90 days prior to the 
date of filing the notification with the Com-
mission pursuant to an offering of securities 
under Regulation E. 

Name and 
address of 

portfolio com-
panies 

Nature of its 
principal 
business 

Title of secu-
rities owned, 
controlled or 

held by 
issuer 

Number of 
shares or 
amount of 

loan to port-
folio compa-

nies 

Percentage of 
class of securities 
owned, controlled 
or held by issuer 

Value 
Percentage of total 
value of portfolio 

companies 

Instructions 

1. Provide the city and state for address of 
portfolio companies. 

2. State the value as of date of balance 
sheet required under Item 7. 

Item 6. Capital Stock and Other Securities 

(a) Describe concisely the nature and most 
significant attributes of the security being 
offered, including: (i) a brief discussion of 
voting rights; (ii) restrictions, if any, on the 
right freely to retain or dispose of such secu-
rity; (iii) conversion rights, if applicable; and 
(iv) and any material obligations or poten-
tial liability associated with ownership of 
such security (not including risks). 

(b) If the rights of holders of such security 
may be modified otherwise than by a vote of 
majority or more of the shares outstanding, 
voting as a class, so state and explain brief-
ly. 
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(c) If issuer has any other classes of securi-
ties outstanding (other than bank bor-
rowings or borrowings that are not senior se-
curities under Section 18(g) of the Invest-
ment Company Act of 1940 identify them and 
state whether they have any preference over 
the security being offered. 

(d) Describe briefly the issuer’s policy with 
respect to dividends and distributions, in-
cluding any options shareholders may have 
as to the receipt of such dividends and dis-
tributions. 

(e) Describe briefly the tax consequences 
to investors of an investment in the securi-
ties being offered. Such description should 
not include detailed discussions of applicable 
law. If the issuer intends to qualify for treat-
ment under Subchapter M, it is sufficient, in 
the absence of special circumstances, to 
state briefly that in that case: (1) the issuer 
will distribute all of its net income and gains 
to shareholders and that such distributions 
are taxable income or capital gains; (ii) 
shareholders may be proportionately liable 
for taxes on income and gains of the issuer 
but that shareholders not subject to tax on 
their income will not be required to pay tax 
on amounts distributed to them; and that 
(iii) the issuer will inform shareholders of 
the amount and nature of such income or 
gains. 

(f) Where there is a material disparity be-
tween the public offering price and the effec-
tive cash cost to officers, directors, pro-
moters and affiliated persons for shares ac-
quired by them in a transaction during the 
past three years, or which they have a right 
to acquire, there should be included a com-
parison of the public contribution under the 
proposed public offering and the effective 
cash contribution of such persons. In such 
cases, and in other instances where the ex-
tent of the dilution makes it appropriate, 
the following shall be given: (1) the net tan-
gible book value per share before and after 
the distribution; (2) the amount of the in-
crease in such net tangible book value per 
share attributable to the cash payment made 
by purchasers of the shares being offered; 
and (3) the amount of the immediate dilution 
from the public offering price which will be 
absorbed by such purchasers. 

Item 7. Financial Statements 

Furnish appropriate financial statements 
of the issuer as required below. Such state-
ments shall be prepared in accordance with 
generally accepted accounting principles and 
practices. The statements required for the 
issuer’s latest fiscal year shall be certified 
by an independent public accountant or cer-
tified public accountant in accordance with 
Regulation S-X if the issuer has filed or is 
required to file with the Commission cer-
tified financial statements for such fiscal 
year; the statements filed for the period or 

periods preceding such latest year need not 
be certified. 

(a) A blance sheet as of a date within 90 
days prior to the date of filing the notifica-
tion with the Commission. 

(b) A profit and loss or income statement 
for each of the last two fiscal years and for 
any subsequent period up to the date of the 
balance sheet furnished pursuant to (a) 
above. 

SCHEDULE B: CONTENTS OF OFFERING CIR-
CULAR FOR BUSINESS DEVELOPMENT COMPA-
NIES 

General Instructions. 

Same as General Instructions to Schedule 
A. 

Item 1. Same as Item 1 of Schedule A. 

Item 2. General Description of Issuer 

(a) Concisely discuss the organization and 
operation or proposed operation of the 
issuer. Include the following: 

(i) Basic identifying information, includ-
ing: 

(A) The date and form of organization of 
the issuer and the name of the state under 
the laws of which it is organized; and 

(B) A brief description of the nature of a 
business development company. 

NOTE: A business development company 
having a wholly-owned small business in-
vestment company subsidiary should dis-
close how the subsidiary is regulated, e.g., as 
an investment company registered under the 
Investment Company Act of 1940, and what 
percentage of the parent company’s assets 
are, or are expected to be, invested in the 
subsidiary. The business development com-
pany should also describe the small business 
investment company’s operations, including 
any material difference in investment poli-
cies between the business development com-
pany and its small business investment com-
pany subsidiary. 

(ii) A concise description of the investment 
objectives and policies of the issuer, includ-
ing: 

(A) If those objectives may be changed 
without a vote of the holders of the majority 
of the voting securities, a brief statement to 
that effect; and 

(B) A brief discussion of how the issuer 
proposes to achieve such objectives, includ-
ing: 

(1) The types of securities (for example, 
bonds, convertible debentures, preferred 
stocks, common stock) in which it may in-
vest, indicating the proportion of the assets 
which may be invested in each such type of 
security; 

(2) The issuer proposes to have a policy of 
concentrating in a particular industry or 
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group of industries, identification of such in-
dustry or industries. (Concentration, for pur-
poses of this item, is deemed to be 25% or 
more of the value of the issuer’s total assets 
invested or proposed to be invested in a par-
ticular industry or group of industries). 

(3) In companies for the purpose of exer-
cising control or management; 

(4) The policy with respect to any assets 
that are not required to be invested in eligi-
ble portfolio companies or other companies 
qualifying under section 55 of the Investment 
Company Act of 1940; 

(5) The policy with respect to rendering 
significant managerial assistance to eligible 
portfolio companies or other companies 
qualifying under section 55 of the Investment 
Company Act of 1940; 

(6) The policy with respect to investing as 
part of a group. 

(C) Identification of any other policies of 
the issuer that may not be changed without 
the vote of the majority of the outstanding 
voting securities, including the policy not to 
withdraw its election as a business develop-
ment company without approval by the ma-
jority of the outstanding voting securities. 

(D) A concise description of those signifi-
cant investment policies or techniques (such 
as investing for control or management) that 
are not described pursuant to subparagraphs 
(B) or (C) above that the issuer employs or 
has the current intention of employing in 
the forseeable future. 

(b) Discuss briefly the principal risk fac-
tors associated with investment in the 
issuer, including factors peculiar to the 
issuer as well as those generally attendant 
to investment in a business development 
company with investment policies and objec-
tives similar to the issuer. 

Item 3. Same as Item 3 of Schedule A. 
Item 4. Same as Item 4 of Schedule A. 
Item 5. Same as Item 5 of Schedule A. 
Item 6. Same as Item 6 of Schedule A. 
Item 7. Same as Item 7 of Schedule A. 

(Secs. 3(b) and 3(c), Securities Act of 1933 (15 
U.S.C. 77c (b) and (c)); sec. 38, Investment 
Company Act of 1940 (15 U.S.C. 80a–37)) 

[49 FR 35345, Sept. 7, 1984] 

§§ 230.651–230.656 [Reserved] 

§ 230.701 Exemption for offers and 
sales of securities pursuant to cer-
tain compensatory benefit plans 
and contracts relating to compensa-
tion. 

PRELIMINARY NOTES: 1. This section relates 
to transactions exempted from the registra-
tion requirements of section 5 of the Act (15 
U.S.C. 77e). These transactions are not ex-
empt from the antifraud, civil liability, or 
other provisions of the federal securities 
laws. Issuers and persons acting on their be-

half have an obligation to provide investors 
with disclosure adequate to satisfy the anti-
fraud provisions of the federal securities 
laws. 

2. In addition to complying with this sec-
tion, the issuer also must comply with any 
applicable state law relating to the offer and 
sale of securities. 

3. An issuer that attempts to comply with 
this section, but fails to do so, may claim 
any other exemption that is available. 

4. This section is available only to the 
issuer of the securities. Affiliates of the 
issuer may not use this section to offer or 
sell securities. This section also does not 
cover resales of securities by any person. 
This section provides an exemption only for 
the transactions in which the securities are 
offered or sold by the issuer, not for the se-
curities themselves. 

5. The purpose of this section is to provide 
an exemption from the registration require-
ments of the Act for securities issued in 
compensatory circumstances. This section is 
not available for plans or schemes to cir-
cumvent this purpose, such as to raise cap-
ital. This section also is not available to ex-
empt any transaction that is in technical 
compliance with this section but is part of a 
plan or scheme to evade the registration pro-
visions of the Act. In any of these cases, reg-
istration under the Act is required unless an-
other exemption is available. 

(a) Exemption. Offers and sales made 
in compliance with all of the condi-
tions of this section are exempt from 
section 5 of the Act (15 U.S.C. 77e). 

(b) Issuers eligible to use this section— 
(1) General. This section is available to 
any issuer that is not subject to the re-
porting requirements of section 13 or 
15(d) of the Securities Exchange Act of 
1934 (the ‘‘Exchange Act’’) (15 U.S.C. 
78m or 78o(d)) and is not an investment 
company registered or required to be 
registered under the Investment Com-
pany Act of 1940 (15 U.S.C. 80a-1 et seq.). 

(2) Issuers that become subject to report-
ing. If an issuer becomes subject to the 
reporting requirements of section 13 or 
15(d) of the Exchange Act (15 U.S.C. 
78m or 78o(d)) after it has made offers 
complying with this section, the issuer 
may nevertheless rely on this section 
to sell the securities previously offered 
to the persons to whom those offers 
were made. 

(3) Guarantees by reporting companies. 
An issuer subject to the reporting re-
quirements of section 13 or 15(d) of the 
Exchange Act (15 U.S.C. 78m, 78o(d)) 
may rely on this section if it is merely 
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