
 

 
 

SEC Proposes Improved Approach to Mutual Fund Disclosure 
 

November 16, 2007 
 

At an open meeting yesterday, the Securities and Exchange Commission (SEC) voted unanimously to seek public 
comments on proposed amendments to Form N-1A, the mutual fund registration form, and Rule 498 under the 
Securities Act of 1933. These amendments are designed to ensure that investors receive a user-friendly summary 
of the key information needed to make an informed investment decision. The changes encourage funds to use a 
layered format to allow investors the option of accessing additional information on a particular topic. The proposed 
amendments continue the SEC’s effort, as in the Internet proxy rules, to use the Internet to simplify delivery of 
required communications and reduce costs. 
 
The foundation of the proposals is the creation of a “summary prospectus” that would present specific information 
in a specific order. The summary must be updated at least quarterly. The information includes a fund’s: 
 

• Investment objective; 
• Costs; 
• Principal investment strategies and risks; 
• Performance; 
• Top 10 portfolio holdings; 
• Investment adviser and portfolio manager(s); 
• Purchase and sale procedures; 
• Tax consequences of owning fund shares; and 
• Financial intermediary compensation. 

 
Each summary prospectus is only permitted to describe one fund, even if, as typically occurs, the fund is part of a 
multifund investment company. This is a change from the mutual fund profile now permitted by Rule 498 that is 
permitted to describe multiple funds. In order to keep the summary prospectus short and facilitate its use as a 
method of easily comparing funds, the summary cannot contain any information beyond the required information. 
 
A crucial element of the proposals is that, unlike the mutual fund profile, providing the summary prospectus will 
meet a fund’s securities law prospectus delivery requirements. To address industry concerns about possible 
liability because the summary prospectus omits information that is in the fund’s statutory prospectus and/or the 
statement of additional information, the summary can incorporate by reference those documents. A fund will also 
be required to post the summary, the full statutory prospectus, shareholder reports, and other information on an 
Internet website. As with other information provided on the Internet, a fund must provide a paper copy upon 
request. 
 
The Form N-1A amendments will require that the statutory prospectus contain a summary section at the front 
containing the same categories of information in the same order as in the new summary prospectus. 
 
Comments on the proposals will be due 90 days after the proposing release is published in the Federal 
Registered. A sample summary prospectus will be attached to the proposal. The discussion during the meeting 
made the point that this sample is truly a sample, not an SEC approved template that must be slavishly followed. 
 
Click here to view the SEC’s Release in its entirety. 

http://www.sec.gov/rules/proposed/2007/33-8861.pdf


 

 
Investment Management FYI is a service of the Investment Management Practice Group of Morgan Lewis. If you 
have any questions concerning these important legal developments reflected herein, please contact any of the 
following Morgan Lewis attorneys: 
 
Washington, D.C. 
Michael Berenson   202.739.5450   mberenson@morganlewis.com  
Monica Parry    202.739.5692   mparry@morganlewis.com  
 
 
About Morgan, Lewis & Bockius LLP 
Morgan Lewis is a global law firm with more than 1,300 lawyers in 22 offices located in Beijing, Boston, Brussels, 
Chicago, Dallas, Frankfurt, Harrisburg, Houston, Irvine, London, Los Angeles, Miami, Minneapolis, New York, 
Palo Alto, Paris, Philadelphia, Pittsburgh, Princeton, San Francisco, Tokyo, and Washington, D.C. For more 
information about Morgan Lewis or its practices, please visit us online at www.morganlewis.com. 
 

 
This FYI Alert is provided as a general informational service to clients and friends of Morgan, Lewis & Bockius LLP. It should not be construed as, and does not constitute, legal advice on any specific 

matter, nor does this message create an attorney-client relationship. These materials may be considered Attorney Advertising in some states.  
Please note that the prior results discussed in the material do not guarantee similar outcomes.  
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