
. North American Securities Administrators Association, Inc. 

REPORT OF THE 
NORTH AMERICAN SECURITIES ADMINISTRATORS ASSOCIATION'S 
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In September, 1983, joint .hearings were held by the North American 

Securities Administrators Association and the Securities and Exchange Commis- 

sion on the subject of the need for greater uniformity of federal and state secu- 

ritles laws and regulations. A major topic of discussion at the hearing and at 

l a t e r  m e e t i n g s  in  W i t t L a m s b u r g ,  V i r g i n i a ,  w a s  t h e  n e e d  fo r  g r e a t e r  u n i f o r m i t y  

w i t h  r e s p e c t  to  t h e  r e g u l a t i o n  of  d i v e r s i . f i e d  o p e n - e n d  i n v e s t m e n t  c o m p a n i e s  

( m u t u a l  f u n d s ) .  F o l l o w i n g  t h e s e  d i s c u s s i o n s ,  M i k e  U n g e r  a p p o i n t e d  t h i s  C o m -  

m i t t e e  to  f o c u s  on  m a t t e r s  p e r t a i n i n g  to  s u c h  m u t u a l  f u n d s .  T h e  C o m m i t t e e  

f o c u s  w a s  l a t e r  e x p a n d e d  to i n c l u d e  u n i t  i n v e s t m e n t  t r u s t s  ( un i t  t r u s t s ) .  

T h i s  C o m m i t t e e  h a s  i d e n t i f i e d  p a r t ' i c u l a r  p r o b l e m s  c a u s e d  by t h e  l a c k  o f  

u n i f o r m i t y  in  t h e  r e g u l a t i o n  o f  m u t u a l  f u n d s  a n d  u n i t  t r u s t s  a n d  h a s  d e v e l o p e d  

r e c o m m e n d a t i o n s  to  r e s o l v e  t h e s e  p r o b l e m s  w i t h o u t  d i m i n i s h i n g  i n v e s t o r  p r o -  

t e c t i o n .  

M u t u a l  f u n d s  a n d  u n i t  t r u s t s ,  l i k e  o t h e r  i n v e s t m e n t  c o m p a n i e s ,  a r e  e n -  

t i t i e s  w h i c h  i s s u e  t h e i r  ow n  s h a r e s  to t h e  p u b l i c  a n d  u s e  t h e  p r o c e e d s  to a c q u i r e  

a p o r t f o l i o  o f  s e c u r i t i e s .  U n i t  t r u s t s  a r e  m u c h  l i k e  m u t u a l  f u n d s  e x c e p t  t h e F  

h o l d  a f i x e d  p o r t f o l i o  o f  s e c u r i t i e s  a n d  t h e r e f o r e  do  no t  r e q u i r e  t he  e x t e n s i v e  

m a n a g e m e n t  r e q u i r e d  b F a m u t u a l  f u n d .  M o s t  m u t u a l  f u n d s  a r e  in a c o n t i n u o u s  
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s e l l i n g  p r o c e s s .  Mos t  s p o n s o r s  of uni t  t r u s t s  c o n t [ n u o u s l y  se l l  c l o n e s  of the  

original trust. 

Mutual funds and unit  trusts are subject to stringent regulation under 

the federal securities laws administered by the United States Securities and 

Exchange Commission. 

Mutualfund and unit trust securities, like those of other public issuers, 

must be registered for sale under the Securities Act of 1933. Unlike other 

issuers, however, a mutual fund is continuously offering its shares to the pub- 

lic and therefore always must provide a current prospectus to prospective 

investors. Investment advisers to mutual funds must be registered with the 

SEC under the Investment Advisers Act of 1940. Sales and distribution prac- 

tices are subject to the Securities Exchange Act of 1934 and to regulation by 

both the SEC and the National Association of Securities Dealers, Inc. Most 

importantly, the mutual fund or unit trust itself, unlike other corporations, 

must be registered with the SEC under the Investment Company Act of 1940, 

which establishes a detailed regulatory structure. In addition to requiring 

periodic reports to fund and trust shareholders and the SI~C, the Investment 

Company Act contains provisions designed to prevent self-dealing, maintain 

the integrity of fund and trust assets, regulate investment policies, and pre- 

vent the payment of excessive fees and charges by the fund or trust and its 

shareholders. In 1970 the Investment Company Act was amended to increase 

protections for mutual funds, unit trusts and their shareholders in such areas 

as management fees and sales charges. Given this pervasive scheme of 
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federal regulation, it is not surprising that mutual funds have been characterized 

as the most strictly regulated business entities under the federal securities laws. 

In the words of former SEC Chairman Ray Garrett, Jr.: "No issuer of secu- 

rities is subject to more detailed regulation than mutual funds." 

In  a d d i t i o n ,  a l m o s t  a l l  m u t u a l  f u n d s  a n d  u n i t  t r u s t s  q u a l i f y  a s  " r e g u l a t e d  

i n v e s t m e n t  c o m p a n i e s "  u n d e r  S u b c h a p t e r  M of  t h e  f e d e r a l  I n t e r n a l  R e v e n u e  C o d e  

in o r d e r  to  a v o i d  t h e  i m p o s i t i o n  of  d o u b l e  t a x a t i o n  on  m u t u a l  f u n d s ,  u n i t  t r u s t s  

a n d  t h e i r  s h a r e h o l d e r s .  S u b c h a p t e r  M i m p o s e s  a n u m b e r  of  s u b s t a n t i v e  r e q u i r e -  

m e n t s  on  m u t u a l  f u n d s  a n d  u n i t  t r u s t s ,  i n c l u d i n g  d i v e r s i f i c a t i o n  o f  i n v e s t m e n t s  

a n d  l i m i t a t i o n s  on s h o r t - t e r m  t r a d i n g .  

P r i o r  to  t h e  e n a c t m e n t  of  t h e  f e d e r a l  I n v e s t m e n t  C o m p a n y  A c t  in  1940,  

a n u m b e r  of  i n d i v i d u a l  s t a t e s  a d o p t e d  r e g u l a t i o n s  g o v e r n i n g  m u t u a l  f u n d s  o f f e r -  

ing  s h a r e s  in  t h o s e  s t a t e s .  In  1939 ,  t h e  N a t i o n a l  A s s o c i a t i o n  o f  S e c u r i t i e s  C o r n -  

m i s s i o n e r s  (now NASAA)  c o d i f i e d  t h e s e  r e q u i r e m e n t s  in i t s  " M i n i m u m  U n i f o r m  

Regulations of Investment Trusts. 

ment of t h e  federal Acts in 1940. 

For example, effective January I, 

" State regulation continued after the enact- 

NASAA has also remained active in this area. 

1953, NASAA adopted a series of regulations 

p e r t a i n i n g  to m u t u a l f u n d s ,  a n d  in 1978 N A S A A ' s  I n v e s t m e n t  C o m p a n y  C o m m i t -  

t e e  r e c o m m e n d e d  t h a t  a l l  s t a t e s  e l i m i n a t e  o r  s u s p e n d  e n f o r c e m e n t  of  t h e i r  

e x p e n s e  l i m i t  r u l e s  f o r  m u t u a l  f u n d s .  

L a c k  o f  U n i f o r m i t y  

A s  d i s c u s s e d  b e l o w ,  t h e  C o m m i t t e e  h a s  f o u n d  a n u m b e r  of  i n s t a n c e s  in  

w h i c h  t h e r e  i s  a l a c k  of  u n i f o r m i t y  b e t w e e n  f e d e r a l  alnd s t a t e  r e g u l a t i o n  of  m u t u a l  
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f u n d s  and  un i t  t r u s t s  and  a m o n g  t h e  r e q u i r e m e n t s  i m p o s e d  by the  v a r i o u s  s t a t e s .  

T h i s  l a c k  of u n i f o r m i t y  r e s u l t s  f r o m  a n u m b e r  of  f a c t o r s .  

1. S o m e  s t a t e  r e q u i r e m e n t s  w h i c h  w e r e  i m p o s e d  p r i o r  to t h e  e n a c t m e n t  

of  t he  f e d e r a l [ n v e s t m e n t  C o m p a n y  A c t  in 1940 h a v e  r e m a i n e d  in p l a c e ,  d e s p i t e  

t h e  f a c t  t h a t  the  1940 A c t  a d d r e s s e d  t h e s e  s a m e  a r e a s .  

Z. S i m i l a r l y ,  s o m e  s t a t e  r e q u i r e m e n t s  i m p o s e d  p r i o r  to 1970 h a v e  r e -  

m a i n e d  in p l a c e ,  d e s p i t e  t he  f a c t  t h a t  in  1970 the  f e d e r a l  A c t  w a s  a m e n d e d  to 

a d d r e s s  t h e s e  s a m e  c o n c e r n s .  

3. S o m e  s t a t e s  h a v e  not r e v i s e d  t h e i r  r e q u i r e m e n t s  to t a k e  in to  a c c o u n t  

n e w  d e v e l o p m e n t s  in the  m u t u a l  fund  and  un i t  t r u s t  i n d u s t r y .  

4. S o m e  s t a t e s  h a v e  i m p o s e d  r e q u i r e m e n t s  on m u t u a l  f u n d s  a n d  un i t  

t r u s t s  w h i c h ,  w h i l e  a p p r o p r i a t e  f o r  o t h e r  t y p e s  of i s s u e r s ,  m a y  not  be a p p r o -  

p r i a t e  f o r  m u t u a l  f u n d s  o r  un i t  t r u s t s .  

5. V a r i o u s  s t a t e s  h a v e  a d o p t e d  d i f f e r i n g  p r o c e d u r a l  r e q u i r e m e n t s  r e -  

l u t i n g  to m u t u a l  f u n d s  a n d  un i t  t r u s t s .  

M a n y  s p e c i f i c  p r o b l e m s  c a n  be r e c t i f i e d  by t h e  s t a t e s  w i t h o u t  d i m i n i s h i n g  

i n v e s t o r  p r o t e c t i o n .  R e s o l u t i o n  of  s o m e  o r  a l l  o f  t h e s e  p r o b l e m s  m i g h t  a l s o  

p e r m i t  o u r  m e m b e r s  to  a l l o c a t e  t h e i r  s t a f f ' s  t i m e  and  r e s o u r c e s  m o r e  p r o d u c -  

t i v e l y  and  efficiently. 

S u m m a r y  of  I d e n t i f i e d  P r o b l e m  A r e a s  

T h e  f o l l o w i n g  s u m m a r i z e s  s ix  s p e c i f i c  p r o b l e m  a r e a s  i d e n t i f i e d  to  the  

C o m m i t t e e  by t h e  I n v e s t m e n t  C o m p a n y  I n s t i t u t e  and  t h e i r  C o m m i t t e e  on S t a t e  

R e g u l a t i o n ,  and  by t h e  U n i t  I n v e s t m e n t  T r u s t  A s s o c i a t i o n .  
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i. Expense Limitations 

A. Problem 

In 1978, twenty-five states limited the amount of annual expenses which 

could be paid by mutual funds. In that year, the Investment Companies Com- 

mittees of both NASAA and the Midwest Securities Commissioners Association 

issued a report recommending that all states eliminate or suspend enforcement 

of their expense limits because "not only was there no empirical basis to support 

the imposition of expense limitations as a protective device for investors, but... 

such limitations are [n fact counter-productive from the standpoint of investor 

protection." Most states responded to the NASAA-MSCA report by eliminating 

• or suspending their expense limitations. Only ten states still impose such re- 

quirements. These are Arizona, California, Iowa, Louisiana, Maine, Mississippi, 

Missouri, New Hampshire, Ohio and Tennessee. An informal survey L ndicates 

that a majority of these states do not strictly enforce their requirements. How- 

ever, so long as one state strictly adheres to an expense limit, it presents a 

nationwide problem since most mutual funds feel compelled to offer their shares 

in all states and must meet the most stringent expense limitation imposed by any 

state. 

B. Recommended Solution 

ALL states should either suspend or repeal their expense limitation rules 

and policies. ]Exhibit A (found at the back of this report) is a draft of a IResolu- 

tion regarding the issue which will be proposed for adoption at the Fall meeting. 
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Z. Filing of Sales Literature 

A. Problem 

Section Z4(b) of the Investment Company Act of 1940 requires that all 

mutual funds and unit trusts file all sales literature with the SEC within ten day's 

after its use. The vast majorit F of mutual funds, i.e., those who sell through 

registered dealers, are also required to make similar filings w[ththe National 

Association of Securities Dealers, Inc. Thirteen states and Puerto Rico impose 

somewhat similar requirements on mutual funds. These are Arizona, Connecti- 

cut, Illinois, Iowa, Louisiana, Oklahoma, Maine, North Dakota, Texas, Ver- 

mont, Virginia and West Virginia. However, these requirements differ from 

SEC and NASD requirements, and from each other, with respect to the number 

of copies to be filed, what ty.pe of literature is to be filed, and the time of 

filing. Mutual funds and unit trusts are continually, updating or amending their 

sales literature and advertising which is in almost constant use. There is 

almost never an objection to the advertising. Requiring pre-clearance causes 

consta•nt delays and major administrative problems for issuers. The broad 

range of filing dates used 5y the states (from ten days prior to use to the tenth 

day of the month following its use) create unnecessar F compliance problems 

for mutual funds and unit trusts. Many states do not review these filings. 

B. Recommended Solution 

In view of the fact that mutual fund and unit trust sales literature is 

already subject to review by- two regulatory- bodies, state filing requirement s 

could be eliminated, or a uniform filing requirement could be adopted by- all 

states who require filings. By- adopting a ten days after use standards, a 
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state administrator desiring to do so can closely monitor the fund's advertising 

and sales literature without causing the fund the hardship of having to prefile, 

i.e., file proposed advertising. A Resolution dealing with this subject which 

will be prepared for adoption at the Fall meeting is attached as Exhibit B. 

3. Registration Form Requirements 

A. Problem 

All jurisdictions except the District of Columbia, Hawaii, Nevada and 

New Jersey require mutual f-nds and unit trusts to register their shares prior 

to sale or make some specific filing.. About forty-four states accept the uniform 

registration forms, but about eighteen states use different forms or impose 

varying additional requirements which create major administrative problems 

for mutual funds and unit trusts. There is almost .no uniformity in the handling 

of amendments and renewals. 

B. Recommended Solution 

All states requiring the registration of mutual fund and unit trust shares 

should require as an application to register securities, only the following: 

I. For An initial Registration 

a. 

b. 

Co 

do 

e° 

Form U-I (general application form), 

Forms U-Z and U-ZA (Consentto Service of Process and 

Corporate Resolution), 

One cop), of the federal Form N-IA, without exhibits, 

One extra copyof all parts of the prospectus, 

A single check for the state's registration and examination fees, 

and 
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f. These documents should be executed by the issuer in the state 

where the issuer is located and no "local counsel" should be 

required. Changes would be necessary by those states which 

now require special forms, special filing requirements or 

which  r e q u i r e  e x t r a  i n f o r m a t i o n  ( A l a b a m a ,  C a l i f o r n i a ,  Colo-  

rado,  F l o r i d a ,  Georgia, I l l i n o i s ,  Kansas, Maine ,  Mississippi, 

New Hampshire, New York, North Carolina, North Dakota, 

Pennsylvania, Rhode Island, South Carolina, Texas and West 

Virg in i a ) .  

2. For Renewals and Amendments 

a. New Form U-I facing sheet or a letter, 

b. One copy of all parts of most recent prospectus, 

c. One check for additional fees, if any. 

A proposed Resolution to be offered for adoption at the Fall meeting is 

£ound at  Exh ib i t  C. 

4. Sales Report Filing Requirements 

A. Problem 

T w e n t y - t h r e e  s t a t e s  c u r r e n t l y  r e q u i r e  m u t u a l  funds  and uni t  t r u s t s  to 

f i le  r e p o r t s  of s a l e s  of t h e i r  s h a r e s  in tha t  s t a t e •  T h e s e  a r e  A l a s k a ,  A r i z o n a ,  

C a l i f o r n i a ,  Connec t i cu t ,  I l l i no i s ,  I nd i ana ,  Iowa,  K a n s a s ,  M a r y l a n d ,  M i c h i g a n ,  

M i r m e s o t a ,  M i s s i s s i p p i ,  M i s s o u r i ,  New H a m p s h i r e ,  Nor th  Dakota ,  O k l a h o m a ,  

Pennsylvania, South Dakota, Tennessee, Texas, West Virginia, Wisconsin and 

Wyoming. These requirements differ with respect to the form to be used and 
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the  t i m i n g  of the  f i l i n g s ,  c a u s i n g  m a j o r  admin i s t r a t i~ , e  p r o b l e m s  for  m u t u a l  

funds  and unit  t r u s t s .  Mos t  s t a t e s  r e q u i r e  annua l  f i l i ngs ,  but _Arizona and 

T e x a s  r e q u i r e  q u a r t e r l y  r e p o r t s  and  A l a s k a ,  I l l i no i s ,  South Dako ta  and W y o m -  

ing r e q u i r e  s e m i a n n u a l  r e p o r t s .  

B. R e c o m m e n d e d  Solu t ion  

S a l e s  r e p o r t s  should  be f i l ed  on a u n i f o r m  f o r m  in e a c h  s t a t e  r e q u i r i n g  

such  f i l ing .  T h e s e  r e p o r t s  shou ld  be r e q u i r e d  to be f i l ed  annuall~r w i t h i n  s ix ty  

days  a f t e r  the  end of the r e g [ s t r a n t ' s  f i s c a l  y e a r .  A p r o p o s e d  R e s o l u t i o n  to be 

o f f e r e d  for  adop t ion  at  the  F a l l  m e e t i n g  and a p r o p o s e d  f o r m  a r e  found as  Ex- 

hibi t  D-1 and D-Z, r e s p e c t i v e l y .  

5. Oversales 

A. Problem 

"Oversales" are sales of securities by a mutual fund or unit trust in a 

state in excess of the amount of securities which the fund or trust has registered 

for sale [nthat state for that particular registration period. The securities thus 

sold are considered to be unregistered and the issuer is often required to make 

a rescission offer. Mutual funds are more prone to oversales than other types 

of issuers because they are continually offering their shares for sale, making 

accurate monitoring difficult, especially when the fund is sold througha number 

of different dealers. Oversales by mutual funds are most often caused by inad- 

vertence, late mails, or computer error, and seldom, if ever, represent an 

attempt by the issuer to avoid registering all of its shares in that state. Therefore, 
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requiring a mandatory rescission offer for oversales is an extremely harsh 

penalty for mutual funds and unit trusts. 

B. Recommended Solutions 

There are several systems which are currently in effect in various 

states which lessen the problem of oversales. States should examine their regis- 

tration system and determine which of the alternatives, or combinations thereof, 

best provide a solution [n their state to oversales by mutual funds and unit trusts: 

I. Permit mutual funds and unit trusts to register an indefinite num- 

ber of shares or pay a flat fee. (Twenty-four jurisdictions do so 

today. These include California, Connecticut, Florida, Georgia, 

Illinois, Maine, Maryland, Mississippi, Missouri, NewMexico, 

North Dakota, Ohio, Oregon, Puerto Rico, Rhode Island, South 

Carolina, Utah, Vermont, Virginia, Wisconsin and Wyoming. 

Those states with flat fees are Delaware, Massachusetts and New 

Hampshire. ) 

Z. Permit mutual funds and unit trusts which have had oversales to 

amend their registrations to increase the number of shares regis- 

tered and to pay the balance of registration fees owed for the in- 

creased number of shares, while requiring the submission of an 

explanation for the oversales and pay a modest penalty fee. (Mis- 

souri follows this Procedure.) 

3. Require retroactive payment of registration fees at year-end when 

the fund or trust files its sales report. (Tennessee follows this 

p r o c e d u r e .  ) 
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4. P e r m i t  r e g i s t e r e d  m u t u a l  f u n d s  a n d  u n i t  t r u s t s  to  r e g i s t e r  o v e r -  

s a l e s  by p a y m e n t  o f  p e n a l t y  f e e s .  ( T e x a s  f o l l o w s  t h i s  p r o c e d u r e . )  

A R e s o l u t i o n  on t h i s  i s s u e  to  be  o f f e r e d  f o r  a d o p t i o n  a t  t h e  F a l l  m e e t i n g  

is  f o u n d  a t  E x h i b i t  1;'. 

6. S t a t e  S u b s t a n t i v e  R e q u i r e m e n t s  

A.  P r o b l e m  

M u t u a l  f u n d s  a n d  u n i t  t r u s t s  a r e  s u b j e c t  to  s u b s t a n t i v e  r e q u i r e m e n t s  on  

t h e  f e d e r a l  l e v e l .  In  a d d i t i o n ,  a b o u t  e l e v e n  s t a t e s  i m p o s e  s u b s t a n t i v e  r e q u i r e -  

m e n t s  on  m u t u a l  f u n d s  a n d  u n i t  t r u s t s .  T h e s e  i n c l u d e  C a l i f o r n i a ,  I n d i a n a ,  I o w a ,  

M a i n e ,  M i n n e s o t a ,  M i s s o u r i ,  N e w  H a m p s h i r e ,  O h i o ,  T e n n e s s e e ,  T e x a s  a n d  

W i s c o n s i n .  T h e  s t a t e  s u b s t a n t i v e  r e q u i r e m e n t s  ( m e r i t  s t a n d a r d s )  a r e  b a s e d  

p r i m a r i l y  on  s y s t e m s  of  r e g u l a t i o n  d e v e l o p e d  i n d e p e n d e n t l  F f r o m  the  f e d e r a l  

s c h e m e  of  r e g u l a t i o n  g o v e r n i n g  m u t u a l  f u n d s  a n d  u n i t  t r u s t s .  O f t e n  t h e s e  s t a t e s  

h a v e  no t  u p d a t e d  t h e i r  r e g u l a t i o n s  to  r e f l e c t  t h e  c h a n g i n g  a n d  g r o w i n g  m u t u a l  

f u n d  a n d  un i t  t r u s t  i n d u s t r i e s .  A s  a r e s u l t ,  s t a t e  r e g u l a t i o n s  c o n t a i n  p r o v i s i o n s ,  

s o m e  o f  w h i c h  a r e  o u t d a t e d  o r  d u p l i c a t i v e  o f  f e d e r a l  r e q u i r e m e n t s .  T h e  I n v e s t -  

m e n t  C o m p a n y  A c t  o f  1940 c o n t a i n s  s u b s t a n t i v e  ( m e r i t )  s t a n d a r d s .  T h e  b u r d e n  

on f u n d s  and  t r u s t s  o f  m o n i t o r i n g  a n d  c o m p l y i n g  w i t h  t h e s e  s t a t e  r e g u l a t i o n s  i s  

s ub s ta  n t i a l .  

B. R e c o m m e n d e d  S o l u t i o n  

1. D u p l i c a t i v e  p r o v i s i o n s  s h o u l d  be e l i m i n a t e d .  S t a t e  p r o v i s i o n s  w h i c h  

a r e  i d e n t i c a l  o r  s i m i l a r  to  f e d e r a l  p r o v i s i o n s  s e e m  d n n e c e s s a r y  ancl  t r o u b l e s o m e .  

=._These s t a t e - p r o v i s i o n s  a r e ' " f r o z e n "  in  t i m e ,  m i r r o r i n g  t h e  f e d e r a l  l a w  a s  o f  a 

- 1 1 -  



certain date. The SEC maintains a large staff which is devoted full-time to u D- 

dating SEC rules and regulations; no similar function can easily be carried on 

by the states. Thus, these provisions can rapidly become obsolete. 

2. lnappropriate provisions should be eliminated. Numerous state 

securities laws contain outdated provisions, based on laws drafted prior to 1940, 

or provisions that were drafted for use in connection with other kinds of issuers, 

3. Some special investment restrictions should be eliminated or 

modified. A good deal of study in this area is still required. This will be a 

focus of the Committee in the coming year. 

Each affected member should decide prior to the Fall meeting whether 

it is opposed to the proposed Resolutions regarding (1) ~usp~ension or elimination 

of the .expense limitation; (2)(a) uniform" filing requirements for adv.drtis.£ng.~tnd 

sales literature or (b) elimination of the sales literature and advertising filing 

requirements; (3) uniform forms, and procedures for filing original and renewal " 

applications and amendments; (4) uniform sales report filing requirements, and 

(5) providing a solution for oversales that does not require a rescission offer. 

The Committee will offer these Resolutions which will require a membership 

vote on each. The Committee would like to workwith any member who is op- 

posed to any of the concepts in whole or in part so that we may identify and 

hopefully solve the problems prior to the business meeting September. Z0," 1984. 

Please bring this Report and Draft Resolutions to the Fall meeting. 

Bob LaNoue - Member 
Henry Lanterrnan - Member 
Jim Lummanick - Member 
Carl Tyson - Member 

John Wurth - Member 
Richard Latham - Chairman 



EXHIBIT A DRAFT 
7-Z7--84 

NASAA I N V E S T M E N T  C O M P A N I E S  C O M M I T T E E  
R E G U L A T O R Y  LIAISON S E C T I O N  

RESOLUTION PERTAINING TO EXPENSE LIMITATIONS 

WHEREAS,  A p p r o x i m a t e l y  t e n  s t a t e s  h a v e  r u l e s  o r  p o l i c i e s  t h r o u g h  

w h i c h  t h e y  m a y  i m p o s e ,  as a c o n d i t i o n  of r e g i s t r a t i o n  of s e c u r i t i e s ,  H m i t s  on  

t h e  a m o u n t  o f  e x p e n s e s  a m u t u a l  f u a d m a y  b e a r ,  s t a t e d  a s  a p e r c e n t a g e  of  i ts  

a n n u a l  a v e r a g e  a s s e t  v a l u e ,  and  

W H E R E A S ,  I n f o r m a t i o n  g a t h e r e d  by NASAA d o e s  no t  d e m o n s t r a t e  a c o r -  

r e l a t i o n  b e t w e e n  a m t i t u a l  f u n d ' s  e x p e n s e s  a n d  t h e  p r o f i t a b i l i t y  to  i n v e s t o r s  of  

s u c h  fund ,  a n d  

W H E R E A S ,  NASAA d o e s  not  e n d o r s e  t he  i m p o s i t i o n  of  a r e g u l a t o r ) ,  

s t a n d a r d  w h i c h  d o e s  no t  c l e a r l y  p r o m o t e  i n v e s t o r  p r o t e c t i o n ,  n o w  

T H E R E F O R E ,  B E  IT R E S O L V E D  T h a t  NASAA s t r o n g l y  e n c o u r a g e s  i ts  

m e m b e r s  w i t h  r u l e s  o r  p o l i c i e s  i m p o s i n g  an  e x p e n s e  l i m i t a t i o n  on m u t u a l  f u n d s  

a s  a c o n d i t i o n  to r e g i s t r a t i o n  of  i t s  s e c u r i t i e s ,  to  s u s p e n d  o r  r e p e a l  s u c h  r u l e s  

o r  p o l i c i e s .  

A d o p t e d  t h i s  20 th  d a y  of  S e p t e m b e r ,  1984.  



EXHIBIT B DRAFT 
7-27-84 

N A S A A  I N V E S T M E N T  C O M P A N I E S  C O M M I T T E E  
R E G U L A T O R  Y L I A I S O N  S E C T I O N  

RESOLUTION PERTAINING TO FILING OF SALES LITERATURE 

W H E R E A S , "  A p p r o x i m a t e l y  t h i r t e e n  m e m b e r  s t a t e s  c u r r e n t l y  r e q u i r e  

m u t u a l  f u n d s  a n d  u n i t  t r u s t s  to  f i l e  s a l e s  l i t e r a t u r e  a n d  a d v e r t i s i n g  a s  p a r t  of  t h e  

s e c u r i t i e s  r e g i s t r a t i o n  p r o c e s s ,  a n d  

W H E R E A S ,  T h e  f i l i n g  r e q u i r e m e n t s  i n m o s t  s t a t e s  a r e  d i s s i m i l a r  a s  to  

w h e n  s u c h  f i l i n g  m u s t  be  m a d e  a n d  a s  to  h o w  t h e  f i l i n g  m u s t  be  m a d e ,  a n d  

W H E R E A S ,  A l l  m u t u a l  f u n d s  a n d  u n i t  t r u s t s  w h o  r e g i s t e r  t h e i r  s e c u r i t i e s  

f o r  S a l e  w i t h  t h e  S e c u r i t i e s  a n d  E x c h a n g e  C o m m i s s i o n  m u s t  f i l e  s a l e s  l i t e r a t u r e  

w i t h  t h a t  a g e n c y  w i t h i n  t e n  d a y s  o f  i t s  u s e ,  a n d  

W H E R E A S ,  A l l  s e c u r i t i e s  d e a l e r s  w h o  a r e  m e m b e r s  o f  t h e  N a t i o n a l  A s -  

s o c i a t i o n  o f  S e c u r i t i e s  D e a l e r s  a n d  Who s e l l  m u t u a l  f u n d  o r  u n i t  t r u s t  s h a r e s ,  

m u s t  c o m p l y  w i t h  N A S D  a d v e r t i s i n g  a n d  s a l e s  l i t e r a t u r e  r e q u i r e m e n t s  w h i c h  r e -  

q u i r e  t h a t  i t  be  f i l e d  w i t h  t h e m  w i t h i n  t e n  d a y s  of  i t s  u s e ,  add  

W H E R E A S ,  N A S A A  s u p p o r t s  t h e  e l i m [ n a t i o , n  o f  p r o c e d u r e s  w h i c h  a r e  

u n d u l y  b u r d e n s o m e  on  a p p l i c a n t s  s e e k i n g  to r e g i s t e r  s e c u r i t i e s ,  now 

THEREFORE, BE IT RESOLVED That NASAA strongly encourages its 

members who impose on mutual funds and unit trusts whose securities are regis- 

tered with the SEC and/or which are sold by securities dealers who are members 

of the.NASD, a requirement that proposed advertising and sales literature be 

flied, to suspend or repeal their respective laws, rules and policies which re- 



q u i r e  the  f i l ing  of p r o p o s e d  s a l e s  l i t e r a t u r e  and a d v e r t i s i n g  o r ,  in the  a l t e r n a t i v e ,  

to a m e n d  t h e i r  l aws ,  r u l e s  and p o l i c i e s  to r e q u i r e  tha t  one copy  of a d v e r t i s i n g  

and s a l e s  l i t e r a t u r e  w h i c h  is r e q u i r e d  to be f i led,  be r e q u i r e d  to be f i led  wi th in  

ten  days  a f t e r  its u se .  

Adop ted  this  Z0th day of S e p t e m b e r ,  1984. 

- 2 -  



EXHIBIT C DRAFT 
7-Z7-84 

NASAA "INVESTMENT COMPANIES  C O M M I T T E E  
R EGULATORY LIAISON SECTION 

RESOLUTION PERTAINING TO APPLICATION FORMS 

W H E R E A S ,  A p p r o x i m a t e l y  f o r t y - f o u r  s t a t e s  c u r r e n t l y  a c c e p t  a p p l i c a -  

t ions  to r e g i s t e r  Lnves tment  c o m p a n i e s  s e c u r i t i e s  on u n i f o r m  f o r m s ,  a n d  

W H E R E A S ,  It  would  g r e a t l y  e n h a n c e  u n i f o r m i t y  a m o n g  the.NASAA m e m -  

b e r s  if e a c h  s t a t e  w e r e t o  r e q u i r e  only c e r t a i n  s p e c i f i e d  u n i f o r m  f o r m s  and 

e x h i b i t s ,  and  w e r e  to fol low u n i f o r m  p r o c e d u r e s  w i th  r e s p e c t  to a p p l i c a t i o n s  

fo r  in i t i a l  s e c u r i t i e s  r e g i s t r a t i o n  and a m e n d m e n t s  and r e n e w a l s  to t hose  f i l i ngs ,  

now 

T H E R E F O R E ,  BE IT R E S O L V E D  Tha t  NASAA s t r o n g l y  e n c o u r a g e s  i ts  

m e m b e r s  to r e q u i r e  only" the fo l lowing  as  an  i n i t i a l  a p p l i c a t i o n  ,to r e g i s t e r  in-  .. 

v e s t m e n t  c o m p a n i e s  s e c u r i t i e s :  

A. F o r m  U - l ,  

B.  F o r m s  U-Z and U-EA,  

C. One copy  of f e d e r a l  F o r m  N-1A,  w i t h o u t  e x h i b i t s ,  

D. One e x t r a  copy of a l l  p a r t s  of the  p r o s p e c t u s ,  and 

E. A s i n g l e  check  for  the  r e g i s t r a t i o n  and e x a m i n a t i o n  fee .  

F .  Such  d o c u m e n t s  to be f i led  by the  i s s u e r  wi thou t  the n e c e s s i t y  for  

s p o n s o r s h i p  by a b r o k e r / d e a l e r  r e s i d e n t  in the s t a t e ,  o r  that  the  

a p p l i c a n t  be r e p r e s e n t e d  by a c o u n s e l  r e s i d e n t  in tha t  s t a t e ,  and 



B E  I T  F U R T H E R  R E S O L V E D  T h a t N A S A A  s t r o n g l y  e n c o u r a g e  s i t s  m e r e -  

b e r s  t o  r e q u i r e  o n l y  t he  f o l l o w i n g  a s  a n  a p p l i c a t i o n  t o  a m e n d  o r  r e n e w  a n  

e x i s t i n g  r e g i s t r a t i o n :  

A.  

B.  

C .  

A f a c i n g  p a g e  of  F o r m  U - 1 ,  o r  a l e t t e r ,  

O n e  c o p y  of  a l l  p a r t s  o f  t h e  m o s t  r e c e n t  p r o s p e c t u s ,  

A s i n g l e  c h e c k ,  if a d d i t i o n a l  f e e s  a r e  n e c e s s a r y .  

A d o p t e d  t h i s  Z0th  d a y  of  S e p t e m b e r ,  1984.  

- 2 °  



EXHIBIT D- 1 DRAFT 
8-13-84 

N A S A A  I N V E S T M E N T  C O M P A N I E S  C O M M I T T E E  
R E G U L A T O R  Y LIAISON S E C T I O N  

RESOLUTION PERTAINING TO SALES REPORTS 

W H E R E A S ,  A p p r o x i m a t e l y  t w e n t y - t h r e e  s t a t e s  c u r r e n t l y  r e q u i r e  m u t u a l  

f u n d s  and  un i t  i n v e s t m e n t  t r u s t s  tha t  a r e  r e g i s t e r e d  to s e l l  s e c u r i t i e s  to  f i l e  s a l e s  

r e p o r t s  r e f l e c t i n g  s a l e s  o f  s h a r e s  m a d e  f r o m  c u r r e n t  r e g i s t e r e d  a m o u n t s ,  and  

WHEREAS, .  N i n e t e e n  s t a t e s  have  p r o m u l g a t e d  t h e i r  own s a l e s - r e p o r t i n g  

f o r m s  w h i c h  has  r e s u l t e d  in c o n s i d e r a b l e  d i s p a r i t y  a m o n g  the  m e m b e r  s t a t e s  

as  to t h e f i l i n g  d a t e ,  r e q u i r e m e n t s  and p r o c e d u r e s  w h i c h  m u s t  be f o l l o w e d ,  and  

W H E R E A S ,  A s i n g l e  s a l e s - r e p o r t i n g  p r o c e d u r e  on a u n i f o r m  f o r m  w o u l d  

d r a m a t i c a l l y  r e d u c e  the  b u r d e n  on r e g i s t r a n t s ,  now 

THEREFORE, BE IT RESOLVED That NASAA strongly encourages its 

members to examine their current need for a sales report to determine if sa(:h 

a report is any longer necessary, and, if necessary, to require an annual report 

to be due within sixty days after the end of the registrant'd fiscal year, and 

BE IT FURTHER RESOLVED That NASAA strongly encourages its mem- 

bers to allow registrants to use a uniform sales report substantially similar 

to the attached uniform form designated "USR". 

A d o p t e d  t h i s  Z0th day  of S e p t e m b e r ,  1984. 



EXHIBIT D- 2 

FILE/PERMIT NO. 

INVESTMENT COMPANY REPORT OF SALES 

TO THE STATE OF 

DRAFT 
7- Z7- 84 

For the I Z Month Period Beginning 

Fund 

Ending 

Address 

Contact Person 

Phone Number 

BEGINNING BA LANCE 

ADDITIONAL AMOUNTS AUTHORIZED 

DURING THIS PERIOD (if any) 

TOTAL AVAILABLE FOR SALE 

(NET) SALES DURING THE PERIOD 
If the f i gu r e  g i v e n  is  fo r  the  net s a l e s ,  
p rov ide  the fo l lowing  i n f o r m a t i o n :  
SALES DURING THE PERIOD 

REDEMPTIONS DURING THE PERIOD 

ENDING BALANCE 

$ 

$ 

$ 

$ 

$ 

We c e r t i f y  that  the f o r e g o i n g  is a comple t e  r e p o r t  of s a l e s  for  th i s  Fund d u r i n g  
the pe r iod  spec i f i ed .  

Date :  

By 

(Fund) 

(Authorized Signature) 

F o r m  USR 9 - 2 0 - 8 4  



EXHIBIT E DRAFT 
8-13=84 

NASAA I N V E S T M E N T  C O M P A N I E S  C O M M I T T E E  
R E G U L A T O R Y  LIAISON S E C T I O N  

RESOLUTION PERTAINING TO OVERSALES 

W H E R E A S ,  A l m o s t  a l l  m u t u a l  f u n d s  a r e  c o n t i n u o u s l y  r e g i s t e r i n g  s h a r e s  

f o r  s a l e  i'n m o s t  s t a t e s ,  and  un i t  t r u s t s  o f f e r  n u m e r o u s  " c l o n e "  f u n d s  on  a c o n -  

t i n u o u s  b a s i s  in m o s t  s t a t e s ,  and  

W H E R E A S ,  T h e r e  is  no u n i f o r m  t r e a t m e n t  a m o n g  s t a t e s  of p r o b l e m s  

c r e a t e d  w h e n  a m u t u a l  fund o r  un i t  t r u s t  s e l l s  in a p a r t i c u l a r  s t a t e ,  m o r e  s h a r e s  

t h a n  h a v e  b e e n  r e g i s t e r e d  f o r  s a l e ,  a n d  

W H E R E A S ,  NASAA r e c o g n i z e s  t h a t  o v e r s a l e s  a r e  a l m o s t  a l w a y s  i n a d -  

v e r t e n t ,  and  

W H E R E A S ,  N A S A A  b e l i e v e s  t h a t  the  n e c e s s i t y  f o r  a m u t u a l  fund  o r  un i t  

i n v e s t m e n t  t r u s t  to  m a k e  a r e s c i s s i o n  o f f e r  b e c a u s e  of o v e r s a [ e s  is a r e m e d y  

w h i c h  is u n n e c e s s a r i l y  h a r s h  w h e n  c o m p a r e d  to  t h e  t r a n s g r e s s i o n ,  now 

T H E R E F O R E ,  BE IT R E S O L V E D  T h a t  N A S A A  s t r o n g l y  e n c o u r a g e s  i ts  

m e m b e r s  to not  r e q u i r e  r e s c i s s i o n  o f f e r s  to be m a d e  w h e n  o v e r s a l e s  a r e  p r o m p t -  

ly  a d m i t t e d  by the  r e g i s t r a n t  a n d  a p p r o p r i a t e  f e e s  a r e  pa id ,  a n d  

B E  IT F U R T H E R  R E S O L V E D  T h a t  N A S A A  s t r o n g l y  e n c o u r a g e s  i t s  m e m -  

b e r s  to a m e n d  t h e i r  l aws ,  r u l e s  a n d  p r o c e d u r e s  p e r t a i n i n g  to i n v e s t m e n t  co rn - -  

p a n i e s  to: 

1. P e r m i t  m u t u a l  f u n d s  and  un i t  i n v e s t m e n t  t r u s t s  to  r e g i s t e r  an  

i n d e t e r m i n a t e  n u m b e r  of s h a r e s ,  o r ,  in t h e a l t e r n a t i v e ,  p a y  a 

s i n g l e  f e e  f o r  r e g i s t e r i n g  an  i n d e t e r m i n a t e  a m o u n t  of  s h a r e s ;  o r  



. • P e r m i t  m u t u a l  f u n d s  and  un i t  i n v e s t m e n t  t r u s t s  w h i c h  m a k e  

i n a d v e r t e n t  o v e r s a t e s  to c u r e  the  d e f i c i e n c y  by a m e n d i n g  the  

r e g i s t r a t i o n  to r e g i s t e r  the  a d d i t i o n a l  s e c u r i t i e s  w i t h  the  p a y m e n t  

of a f e e  [n a d d i t i o n  to t he  f e e  o t h e r w i s e  r e q u i r e d .  

A d o p t e d  t h i s  20 th  d a y  of  S e p t e m b e r ,  1984. 

oZo 


